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CalFed sells Anglo-American
to banking group for $100 million

LONDON—Excess insurer Anglo-
American Insurance Co. Ltd. will be
purchased by a new affiliate of special-
ist banking services group John Head &
Partners L.P. of New York for 64.5 mil-
lion pounds ($100.3 million).

Los Angeles-based financial services
company CalFed Inc. is selling its Lon-
don-based insurance company less than
three years after it began underwriting.

Capping 10 years of planning, CalFed
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Hawaii restricts
punitive awards

By STACY ADLER

HONOLULU—A sweeping Hawaii Supreme Court
ruling that makes it harder for plaintiffs to recover
punitive damages is expected to advance a nationwide
trend.

The state’s high court ruled that plaintiffs must pro-
vide ‘““clear and convincing” evidence rather than
merely a ‘“preponderance of evidence” that punitive
damages are warranted.

The Hawaii court joins a handful of courts in the
nation that have raised the standard of proof neces-
sary to award punitive damages.

In addition, about a dozen state legislatures have
raised the standard of proof for recovering punitive
damages.

Plaintiffs have much more difficulty with “clear and
convincing evidence’ than with the “preponderance of
evidence'. standard, which requires only enough evi-
dence to tip the scales in favor of awarding punitive
damages.

But, the “clear and convincing” standard is consid-
Continued on page 80
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Benefit law changes

Budget bill jammed with proposals

By JERRY GEISEL

WASHINGTON—The outcome of a rancorous Senate de-
bate over a budget reconciliation bill will determine the fate
of sweeping proposals to amend employee benefits law.

Benefit provisions stuffed into the 13-pound budget recon-
ciliation bill include total repeal of Section 89, an increase in
termination insurance premiums charged by the Pension
Benefit Guaranty Corp. and a virtual ban on employers’ re-
covery of excess assets from terminated overfunded pension
plans.

Other provisions would allow employers to take excess
assets out of their overfunded pension plans—without ter-
minating the plans—to fund retiree health care expenses.

The measure also would curb certain tax advantages of em-
ployee stock ownership plans, extend the tax-free status of
employer-provided educational assistance benefits and en-
courage the transfer of employees’ pension benefits to indi-
vidual retirement accounts after employment is terminated.

And, the measure includes a cornucopia of technieal provi-
sions that would, among other things. assure that certain
tax-exempt organizations can sponsor 401(k) salary reduc-
tion plans but restrict the ability of national trade asso-
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ciations to sponsor special vehicles, known as Voluntary
Employee Beneficiary Assns., to tax-effectively fund health
care and disability benefits.

Continued on page 79

ex discrimination OK
to protect fetus: Court

By MEG FLETCHER

CHICAGO—An employer may
prohibit all fertile women from
holding jobs that pose a significant
risk to the health of an unborn
child, even if a woman does not in-
tend to become pregnant, accord-
ing to a recent federal appeals
court decision.

The 7th U.S. Circuit Court of
Appeals found that the fetal pro-
tection policy adopted by Johnson
Controls Inc., a Milwaukee-based
manufacturer of lead-filled bat-
teries, did not unfairly discrimi-
nate against fertile female employ-
ees.

As a result, more employers may
be willing to adopt such policies to
protect themselves from lawsuits
that could be brought by employ-
ees’ injured offspring, experts say.

However, dissenting judges, as
well as representatives of labor
and women’s rights groups, are
concerned that fetal protection po-
licies can be used to exclude large
numbers of women from higher-
paying—but hazardous—jobs even
though they do not intend to be-
come pregnant.

“This is the most important sex-
discrimination case this circuit has
decided. It is likely the most im-
oortant sex-discrimination case in

any court since 1964, when Con-
gress enacted Title VIL” said Cir-
cuit Judge Frank Easterbrook, who
was joined by Judge Joel Flaum in
a dissent from the 7th Circuit's 7-4
decision late last month.

The Tth Circuit upheld a decision
by the U.S. District Court for the
Eastern District of Wisconsin in
Milwaukee granting summary
judgment to Johnson Controls and
dismissing a lawsuit brought by
union representatives on behalf of
union members at nine of the com-
pany’s battery division operations
where workers are exposed to lead.

The 7th Circuit became the third
federal appellate court to uphold a
fetal protection policy.

The lawsuit was filed in April
1984 by the international and local
units representing members of the
United Auto Workers union in nine
plants across the United States.
The UAW suit alleged that Johnson
Controls’ fetal protection policy
constituted sex discrimination in
violation of Title VII of the Civil
Rights Act of 1964.

Johnson Controls’ current policy,
which was adopted in 1982, states
that women with childbearing ca-
pacity will not be hired for, or al-
lowed to transfer into, jobs involv-
ing lead exposure.

The company ‘‘was motivated by
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a concern for the children of em-
ployees,” said a Johnson Controls
spokeswoman.

The policy ‘‘does not apply to
those women who have medical
confirmation that they cannot bear
children,” according to court re-
cords. However, the company ex-
pressly advised women against
seeking sterilization.

Johnson Controls said that it
adopted this policy as part of its
longstanding efforts to monitor
and protect the health of employ-
ees who work with lead. The com-
pany, for example, samples em-
ployees’ blood to ensure that lead
levels are acceptable and provides
protective clothing.

The company has spent more
than $15 million since 1978 on the
effort, primarily on equipment to
reduce lead levels, according to
court records. - 4

Johnson Controls said it adopted
a mandatory policy because of in-
creased medical understanding of
the risk lead poses to a fetus. Lead
can be absorbed into the mother's
blood, cross the placenta and mix
with the blood of the fetus. Such
exposure could cause irreversible
learning disabilities, lower birth
weight, premature delivery and
stillbirths, according to medical

Continued on page 78
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Two Insurers
settle Texas
antitrust suit

By JUDY GREENWALD

AUSTIN, Texas—Two insurance company defendants in the
Texas state antitrust litigation are settling for a total of $1 million
to cap their expenses.

Travelers Insurance Co. and St. Paul Fire & Marine Insurance Co. |
said last week that they have reached settlement agreements with
the state attorney general.

Both insurers, which admitted no wrongdoing, said they wanted
to cap their legal costs.

The settlement agreements were signed Thursday by 261st Dis-
trict Court Judge Peter Lowry.

Neither insurer was a defendant in the federal antitrust litigation,
which was dismissed by U.S. District Court Judge William
Schwarzer last month (BI, Sept. 25).

Although the federal and Texas antitrust lawsuits are similar, the
Texas complaint contains broader allegations of wrongdoing. In ad-
dition to charging insurers with boycotting certain lines of cover-
age, as both suits do, the Texas suit also accuses insurers of conduct
to artificially inflate rates (BI, Nov. 7, 1988).

Meanwhile, other defendants in the Texas litigation that were
contacted by Business.Insurance said they intend to defend them-
selves against the charges and are preparing motions seeking its
dismissal. The motions are expected to be filed shortly.

Under the similarly worded agreements, Travelers and St. Paul
each agreed to pay $500,000 in attorneys’ fees and investigative
costs. Both insurers stressed that the sum was neither a fine nor a
penalty. .

Other provisions of the settlement agreements include:

® Neither insurer will serve on four committees of the Insurance

Continued on page 4

Judge takes new approach
to finding pollution coverage
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CalFed to sell Anglo-American

Continued from previous page

with 50 million pounds ($80 million at appropriate exchange rates)
in capital and surplus. Anglo-American’s policies were under-
written by H.S. Weavers (Underwriting) Agencies Ltd. (BI, April
13, 1987).

Anglo-American accounts for 45% of Weavers’ line slip, while
Weavers' sister company, Walbrook Insurance Co. Ltd., writes 55%
of the slip (BI, May 1; April 24). :

Weavers’ five-year underwriting agency agreement with Anglo-
American lasts until April 1992, Either party may cancel with a
one-year notice.

Head says it will discuss with Weavers' parent, London United
Investments P.L.C., the ‘“long-term future of this relationship. It is
too early to assess what changes, if any, to this relationship may be
appropriate and the implications of any such changes for the struc-
ture of LUI and Anglo-American.”

LUI announced last week that it ‘‘looks forward to a continuing
relationship between (Weavers) and Anglo and to the development
of Anglo’s business in London, which it believes will strengthen the
Weavers’ stamp and hence LUL” -

Anglo-American reported 1988 total pretax profit of 4.4 million
pounds ($8.0 million at year-end exchange rates) and capital of 50
million pounds ($94 million).

The purchase by the new affiliate of Head, which has not been
named, will be financed by the Head Insurance Fund, an invest-
ment fund controlled by Head and composed of European and
American institutions, said Rory Macnamara, finance director of
investment bank Morgan Grenfell & Co. Ltd., which arranged the
acquisition.

The acquisition is subject to British Department of Trade and
Industry approval.

Bank of America sells brokers

LONDON—Bank of America has sold its London brokerage sub-
sidiaries to broker Leslie & Godwin Ltd. for an undisclosed sum.

BankAmerica Insurance Services Ltd. and its Lloyd’s of London
brokerage subsidiary, BankAmerica Insurance Brokers Ltd., have
specialized in credit and political risk insurance since their forma-
tion following the San Francisco-based bank’s 1985 acquisition of
Lloyd’s broker G.N. Bishop (London) Ltd.

Leslie & Godwin Chairman Antony A.M. Pinsent would not dis-
close the brokerages’ revenues, although he said they employed
about seven people.

The sold brokerages will become part of Leslie & Godwin Finan-
cial Risks Ltd., a unit of Leslie & Godwin's non-marine division.
Chairman Michael Eve once headed the BankAmerica brokerages.

Farmers can raise rates: Judge

LOS ANGELES—A Los Angeles Superior Court judge last week
upheld a six-month rate freeze on private passenger automobile
insurance in the state but allowed Farmers Group Inc. to raise rates
next month.

Farmers had sought a stay of the rate freeze, but Judge Miriam
Vogel denied the request on the basis that Insurance Commissioner
Roxani Gillespie has the authority to impose a freeze. Ms. Gillespie
ordered the freeze earlier this month partly in response to an an-
nouncement by Los Angeles-based Farmers that it would increase
rates 5.9% on Nov. 1 (BI, Oct. 9).

But, the judge agreed to let Farmers raise rates Dec. 1, ac-
cording to a spokeswoman for Ms. Gillespie. If Farmers’ rates are
increased, they will be subject to the state’s new prior rate approval
system, established by Proposition 103, the spokeswoman said.

Proposition 103 requires the state on Nov. 8 to switch to a prior
approval system from the file-and-use system currently in effect.

However, Farmers contends that the judge’s ruling not only
allows Farmers to increase rates 5.9% on Nov. 30, but also that the
file-and-use system will apply, a spokesman said. That approach
would subject the rate increase to less immediate review.

Farmers, which is the second-largest auto insurer in the state
with 13% of the market, is seeking the higher rates on new and
renewal policies to offset a projected $100 million less resulting
from its 1989 experience in the state’s assigned risk plan.

Meanwhile, Ms. Gillespie will begin hearings Oct. 30 on new rat-
ing criteria and insurers’ rates of return, a spokeswoman said.
The commissioner agreed during court proceedings last week to
issue the new rating factors by Nov. 30.

N.Y.’s Corcoran denies rumors

NEW YORK—New York Insurance Superintendent James P. Cor-
coran says he is not leaving the department “under any circum-
stances” to become a partner with Kroll & Tract in New York.

According to rumors, Mr. Corcoran had planned to resign from
the department soon to become a partner with the firm and special-
ize in international matters but that he delayed his resignation at
the urging of Gov. Mario Cuomo.

“I'm not going to the law firm of Kroll & Tract,” Mr. Corcoran
said. “I'm not leaving, That's definite. I'm staying here for a
while.”

Mz. Corcoran also denied that the governor asked him to stay on.
“The governor has not been pleading with me at any time during
my career,” Mr. Corcoran said.

But, the regulator refused to say whether Kroll & Tract offered
him a position. “That's not an issue,” he said.

Mr. Corcoran explained that “many” law firms approach him and
that he informs the department about those offers immediately to
avoid the appearance of a conflict of interest.

While he said he has no plans to leave office “at this point,” Mr.
Corcoran refused to discuss what might happen over the long
term. “I can’t tell you what happens next week,” he said.

Harold Tract, a partner with Kroll & Tract, would not comment.

Continued on page 80

Forged CD uncovered
in risk group’s assets

By DOUGLAS McLEOD

BATON ROUGE, La.—The Louisiana Insurance De-
partment refused to license a risk retention group after
finding that its assets included a forged $2 million cer-
tificate of deposit.

Security American Mutual Risk Retention Group of
New Orleans had applied for a certificate of authority
in Louisiana earlier this year to write truck liability
insurance.

The group reported as its major asset a $2 million CD
purportedly issued by Swiss Bank Corp. of Zurich,
Switzerland, and held in a trust account at Sun Bank/
Miami N.A. of Miami.

In an Aug. 1 letter to the Louisiana department, an
official of Sun Bank confirmed it was holding the
$2 million CD “to serve as surplus capital as required
of an insurance company pursuant to Louisiana state
law.”

Sun Bank then sent a letter to Swiss Bank seeking

Pollution exclusion overturned

confirmation of the CD.

However, on Sept. 14, Sun Bank received a telex
from a Swiss Bank official saying that Swiss Bank had
never issued the CD.

“The document sent to us is an obvious forgery,” the
telex said.

Sun Bank wrote to the Louisiana department the
next day infori2ing the department of the forgery.

“Please disregard our confirmation letter of Aug. 1,
1989, Sun Bank’s letter said. “Sun Bank intends to
return the certificate of deposit to the party who pre-
sented it.”

The Louisiana department subsequently denied Se-
curity American’s license application.

Security American’s financing was arranged by Gary
Bennett, president of Truck Writers Insurance Agency
Inc. of Cincinnati, which was to have acted as a
managing general agent for the risk retention group.

In an interview, Mr. Bennett said he obtained the CD

Continued on page 80

Damage ‘unintentional’: Court

By STACY ADLER

DENVER—The pollution exclu-
sion does not bar coverage if the
policyholder did not intend to con-
taminate third-party property even
though it intentionally placed the
contaminants in unlined basins, a
federal judge has ruled.

The decision marks the first time
a court has interpreted the intro-
ductory language of the pollution
exclusion that says the clause ap-
plies to the “discharge, dispersal,
release or escape” of pollutants.

In an Oct. 4 bench ruling, U.S.
District Judge Zita L. Weinshienk
in Denver ruled that the phrase

HMO/PPO directory

Business Insurance will publish its third annual special issue in
December containing directories of health maintenance organiza-
tions and preferred provider organizations, along with reports on
the s:ate of the alternative health care market.

The directories will be published as a special 53rd issue in addi-
tion to the regular weekly edition of BI. All BI subsecribers will
receive this special 53rd issue of the year free of charge.

In addition to addresses and phone numbers, the directory will
provide a wealth of information on individual HMOs, including fed-
eral and state quszlification, model type, number of participating
primary physicians, number of participating hospitals, pharmacies
and diagnostic labs, service areas, services offered and rating op-
tions, and the number of employers contracting with the HMO.

The PPO directory will contain similar information.

The special issue also will feature an in-depth report on the man-
aged health care market.

The directories are published as an editorial service. There is no
charge for companies to be included, but those that wish to be
listed must complete and return a BI questionnaire by Oct. 30.

HMOs that have not yet received a questionnaire should contact
Sara Harty, Editorial Assistant, at 312-380-3195. PPOs should con-
tact Marilou Jones, Directory Editor, at 312-649-5279.

applies to the moment in time
when toxic chemicals damage
third-party property. The judge
denied insurer arguments that this
language should be interpreted to
apply to the moment in time when
the policyholder placed hazardous
wastes into unlined waste basins.

The two policyholder attorneys
involved in the case are cheering
the judge’s decision and say it
could influence pollution coverage
disputes in courts nationwide.

““This is a landmark ruling,"” as-
serted attorney Brooke Jackson of
Holland & Hart in Denver, who re-
presented policyholder Broderick
Investment Co. of Denver in the
litigation.

“‘This is the first court in the
country to rule” on this aspect of
the pollution exclusion, Mr. Jack-
son said.

Other courts have focused only

on the meaning of the phrase “‘sud-
den and accidental,” he noted.

“By focusing on whether the pol-
icyholder intended to cause third-

party damage, the court has made

it easier for insureds to get cover-
age,” Mr. Jackson observed.

“If the pollution exclusion was
interpreted to apply to the initial
discharge of contaminants, it
would be almost impossible for an
insured to win,” he explained.
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Global market
French AXA targets leading role

By STACY SHAPIRO

PARIS—The AXA Group and its principal insurance
subsidiary, AXA Midi Assurances S.A., will become one of
the 20 largest insurance groups in the world by the year
2000 if aggressive Chairman Claude Bebear has his way.

And he usually does.

Mr. Bebear (pronounced bay-bay-are, with accents over
both e’s) has been building an insurance empire by acqui-
sitions since 1974. While most of the acquisitions have been
friendly, one ended in a boardroom battle earlier this year.

“He won.

Paris-based AXA is now the second-largest insurer in
France, based on premiums of 41.9 billion French francs at
year-end 1988 ($6.9 billion at year-end exchange rates).

AXA reported a net profit of 2.1 billion French francs
($346.5 million) in 1988 and unrealized capital gains at
year-end 1988 of 123.4 billion French francs ($20.4
billion).

Now, Mr. Bebear, who loves to hunt wild game, is stalk-
ing Los Angeles-based Farmers Group Inc. to increase the
U.S. presence of his group’s main insurance subsidiary,
AXA-Midi Assurances. It is part of an overall plan to be-
come more international.

AXA-Midi and an AXA Group unit plan to buy Farmers
for $4.5 billion from Sir James Goldsmith's Hoylake In-

vestments Ltd. if Hoylake is successful in its bid to ac-
quire B.A.T Industries P.L.C., the London-based parent of
Farmers.

Hoylake's bid, though, is on the back burner until nine
state insurance commissioners, including Roxani Gillespie
in California, decide whether AXA-Midi is a suitable buyer
for one of the largest U.S. personal lines insurers.

Once the commissioners decide, which Mr. Bebear says
could take ‘‘months,” Hoylake's unfriendly bid that lapsed
earlier this month will be allowed to be redrafted and
offered again to B.A.T shareholders, according to a deci-
sion by the British Takeover Panel this month.

After the Farmers bid is decided, AXA will look for new
acquisitions in Europe and also at new possibilities in the
Far East, in all classes of business, says AXA’s chairman.

And, in the future, AXA may look at additional acquisi-
tions in the United States, though it would be up to Farm-
ers' management to decide, he said.

“I have always been convinced that the market would
become international and that in every country you will
have very big players—American players, Japanese play-
ers, European players,” Mr. Bebear told Business Insur-
ance during an interview in his spacious Parisian office. A
guest knows this is an office of a hunter: It is decorated
with a black leather couch and chairs, water colors of wild

Continued on page 73

The AXA Group Chairman Claude Bebear is forging
joint ventures with Italy’s Assicurazioni Generali.

Stacy Shapire

401(k) plans weather new rules: Survey

By DONNA DiBLASE

Despite recent federal restrictions on de-
fined contribution plans, 401(k) savings
plans remain popular among employers, a
new survey shows.

About three-quarters of more than 500 em-
ployers surveyed now offer or expect to offer
a 401(k) plan in the next year, according to
Buck Consultants Inc. of New York.

““We were gratified to see that 401(k) plans
are still so popular” despite the restrictions
on maximum contributions and other plan
provisions, said Frederick Rumack, director
of Buck’s tax and legal consulting services in
New York. :

“Employers and employees still see 401(k)
plans as the best game in town. When you
consider the employer matching contribu-
tions and the advantages of saving on a pre-
tax basis, you can’t go wrong,” he said.

The plans also are perceived positively by

employees, especially highly compensated
employees, the survey found.

The survey also illustrated the effects of
recent federal regulations on hundreds of
401(k) plans.

In its January 1989 survey of 508 employ-
ers, Buck found that 367—or 72.2% of re-
spondents—have 401(k) plans, and 14 antici-
pate installing a plan within a year. Four
respondents had terminated their plans and
123 said they never had a 401(k) plan.

Most current plans were installed in 1984
and 1985. The four employers that termin-
ated their plans did so in 1987 and 1988.

Low participation was the major reason
given for terminations, though employers
also cited government regulation, adminis-
trative burdens and a union request to termi-
nate the plan.

The desire to supplement another retire-
ment plan was the most popular reason for
implementing a 401(k) plan, cited by 67.3%

of the respondents. And 63.5% also cited
perceived employee interest.

Competitors having a plan was cited by
35.2% of respondents and 28.3% said they in-
stalled a plan as a conversion from a thrift or
profit sharing plan.

Alsc, 9.3% wanted to.establish a defined
contribution pension plan as part of their
overail benefit package; 7.4% installed a
401(k) as a conversion from a defined benefit
plan; and 6.3% said they installed the plan to
establish a sole retirement plan, the survey
found. .

Of the companies without plans, 35.2%
cited the administrative burdens of installing
and maintaining a 401(k) plan and 19.5%
mentioned low participation rates. -

Non-discrimination tests required by the
federal Tax Reform Act of 1986 also were
noted as reasons for not having a plan: 11.5%
cited the 401(m) Actual Contribution Per-
centage test and 10.6% gave the 401(k) Ac-

D&O claims in Canada

tual Deferral Percentage test as reasons why
they didn’t have plans. 4

The plans are far more popular among
highly paid employees, the survey found.
Perception of 401(k) plans “very positively”
was nearly three times higher—56.6% to
20.6%—among highly paid employees than
among those who are non-highly paid.

And, 57.5% of management perceived
401(k) plans very positively, the employers
reported.

Participation rates in the 401(k) plans also
varied.

For example, 57.1% of the employers with
plans had an employee participation rate of
between 67% and 100% of eligible employees;
32.5% of the employers had a participation
rate of between 34% and 66% of eligible em-
ployees; and 10.4% had a participation rate
of 33% or less among eligible employees.

Eligibility requirements like age and years

Continued on page 72

Domino’s unveils

cost less tha’n in U.S.

By DONNA DiBLASE

TORONTO—Most Canadian directors and offi-
cers liability insurance policyholders face less
costly and far fewer D&O claims than their U.S.
counterparts and have little trouble finding the
coverage, a new Survey says. ;

The cost of settling D&O claims—including those
that did not result in a payment to a claimant—
averaged $371,571 per claim over a 10-year period
for Canadian respondents to the “1989 Wyatt Ca-
nadian Directors and Officers Liability Survey.”

That figure is less than half of the $805,000 cost
per D&O claim against U.S. companies that re-
sponded to a 1988 survey, Wyatt notes.

And, the 501 Canadian companies in The Wyatt
Co. survey faced a 0.074 claim frequency in the
1979-1988 period, only about one-sixth of the 0.45
claim frequency reported by the 1,708 U.S. com-
panies over a similar period in a survey conducted
by the consultant last year (BI, Dec. 19, 1988).

Canadian firms that faced the greatest chance of
being hit with D&O claims, according to the survey,
were: large, in terms of assets and number of stock-
holders; owners of U.S. subsidiaries; involved in
merger activities; and did not report an aftertax
loss.

However, only 57% of the Canadian survey par-
ticipants reported buying D&O coverage, much
lower than the 74% of U.S. companies last year that
reported buying the coverage.

Of those respondents that did not purchase D&0O
coverage, only 5% said it was because the coverage
was not available to them.
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Larger firms at risk

Canadian firms' susceptibility to D&O claims
by asset size

Assets | Risk of D&O claim
$5 hiltion +

$1.5-5 billion

$600 million-1.5 billion

$150-600 million

$50-150 million
$15-50 million

up to $15 mitlion
i._Source: The Wyalt Co.

John Heiland

The Canadian legal environment, though, could
soon become more difficult for corporate directors
and officers, cautioned Vince Brewerton, a consul-
tant in Wyatt's Toronto office.

For example, “there have been some rumblings
about two things in Ontario: the introduction of
legislation that would allow contingency fees for
lawyers and legislation that would facilitate class-

' Continued on page 70

custom program
on safer driving

By MARK A. HOFMANN

ANN ARBOR, Mich.—Domino’s
Pizza Inc. is implementing a new
program to encourage safe driving
by its delivery crews, but some loss
control experts question whether
the program can be effective as
long as Domino’s offers its quick
delivery guarantee.

Ann Arbor, Mich.-based Dom-
ino's has been engulfed in a fires-
torm of criticism of its guarantee
to deliver orders within 30 minutes
or slice §3 off the price of the order
after an Indiana teen-ager was
killed earlier this year while mak-
ing a delivery for Domino's (BI,
June 26).

That death led to a petition drive
by the youth's neighbors seeking a
federal law to ban guarantees such
as Domino’s. However, no legisla-
tive action has been taken.

And, Domino’s currently faces a
lawsuit from a Pittsburgh couple
who claim a Domineo’s driver
struck their station wagon. The
suit, which seeks damages in ex-
cess of $25,000, is scheduled to go
to court in Pittsburgh on Nov. 16.

At the time of the Indiana

driver’s death, Domino's revealed
that 20 of its drivers had been in-
volved in fatalities in 1988. And,
the toll thus far this year is six or
seven, according to the Domino’s
spokeswoman.

But, Domino’s contends that its
driver safety program had been on
the drawing board for some time
prior to these events and was
launched on a trial basis in Florida
in June.

Domino’s instituted the program
nationally in early August, a spo-
keswoman said. ’

The Domino's safety program
centers on a 63-page, 14-lesson
handbook with an accompanying
videotape that details various as-
pects of safe driving.

The 14 lessons are: Safe Driving
Formula; Price of Unsafe Driving;
Weather; Light; Traffic; Driver:
Avoiding Collisions; Backing and
Parking; Yielding to Pedestrians;
Entering Intersections; Saving
Your Life; Maintaining Your Vehi-
cle; Putting it All Together; and
From the Top.

According to the Domino's spo-
keswoman, all drivers for corpo-

Continued on page 74



G / DUsSness Insurdrnce, JLLWULEL 1Y, LJ0d

Antitrust suit

Continued from page 1

Services Offices Inc. for three years.
The committees are the executive
committee, board of directors, com-
mercial lines committee and norin-
ating committee.

A St. Paul spokeswoman said the
company does not currently serve on
any of those committees.

An ISO spokesman said Travelers
is on the board of directors, but does
not serve on the nominating or exec-
utive committees. He wouldn’t com-
ment on the commercial lines com-
mittee.

® Both insurers agreed nct to use
joint gatherings of the industry to
do anything in restraint of trade.

St. Paul and Travelers both con-
tended that neither had ever done
so in any case.

e Both insurers agreed to report
on a quarterly basis for three years
any meetings they attend of the Al-
liance of American Insurers, the Na-
tional Assn. of Independent Insurers

or ISO where commercial general lia-
bility insurar.ce forms and coverages
are discussed

The Travelers spokesman said the
insurer had already spent about
$500,000 defending the case. Pursu-
ing it, he said, would have meant
legal costs of “several times that.”

The St. Paul spokeswoman refused
to reveal the insurer’s legal costs, al-
though she commented that the
$500,000 it has agreed to pay “is un-
doubtedly mch less than we would
have to pay iZ we continued.”

Both insurers objected to language
in a press release issued by the office
of Texas Attorney General Jim Mat-
tox, who also announced his candi-
dacy for governor last week.

The press release quoted Mr. Mat-
tox as stating that “in essence these
companies have entered a nolo con-
tendre plea and have agreed to tes-
tify for the state as the lawsuit con-
tinues against other defendants.”

Both insurers object to Mr. Mat-
tox’s referer.ce to “nolo contendre”
or “no contest,” emphasizing that al-

though they agreed to settle to reduce
their legal costs, they continue to as-
sert their innocence of any of the
charges against them.

It is a “ridiculous assertion,” said
the Travelers spokesman. “In no way
can this settlement be equatad to that
type of criminal plea.”

The St. Paul spokeswoman said:
“What we're doing is settling a law-
suit for economic reasons. It's just a
faulty analogy for him to use. We're
not admitting guilt in any way. We've
always denied it and still dc.”

A spokesman for the Texas attor-
ney general’s office said cbjections to
the use of the term nolo contendre
were “picky.”

“As far as I'm concerned it's the
same as nolo contendre. They're not
admitting or denying anything.
They're not contesting it."

The St. Paul settlement agreement
states that “it shall not be construed
as an admission of liability by defen-
dant. Defendant specifica’ly denies
any liability or wrongdoing by it, said
consideration being given solely by

way of compromise to avoid expenses
and terminate tke controversies as to
all parties to this agreement.”

The Travelers agreement includes
similar language.

Both insurers also said it was mis-
leading to say they had agreed to tes-
tify on the state’s behalf against the
other defendants.

“We have agreed to testify fully
and truthfully in whatever remain-
ing cases there are, and that's our
obligation in ary lawsuit,” said the
St. Paul spokeswoman.

No testimony by St. Paul witnesses
or documents could be used against
any of the other defendants simply
because there is no evidence against
them, she said.

“That’s another gross misinterpre-
tation,” agreed ~he Travelers spokes-
man. “Travelers has said it will tes-
tify truthfully. which we will do
anyway.” He noted that although the
insurer’'s willingness to testify is
noted in the agreement, Travelers
would have been obligated to do so
under the “normal subpoena pro-

Crawford’s Light Duty

Return-to-Work program
saves indemnity dollars.

Another bright idea from Crawford & Company!

If you’re in the dark about what Crawford & Company can
do to help you introduce a formal light duty program in your company
and reduce your Workers Compensation costs, call (404) 847-4470

or mail the coupon below.

work quickly and productively. You can, too.

Crawford earns your confidence . . .
one assignment at a time.

Crawford

CRAWFORD & COMPANY
HEALTH AND REHABILITATION

Send me information on your new
Light Duty Return-to-Work
program to reduce my Workers
Compensation cOsts.

Name

Title

Company

Address

Phone

John H. Potter, Assistant Vice President
5620 Glenridge Drive (Zip 30342)

P.O. Box 5047

Atlanta, Georgia 30302

When Crawford & Company introduced its Light Duty
Return-to-Work program, its first client company was recognized
by the National Association of Rehabilitation Providers in the
Private Sector as the Employer of the Year for this innovative
program. Our client returned its injured employees to

cess.”

“There is no information out there”
that supports the Texas attorney gen-
eral’s conspiracy charge, the spokes-
man added. “It doesn't exist.”

But the spokesman for the attor-
ney general’s office countered: L 2
they testify truthfully, then they will
be testifying for us. It will benefit the
state. That is our opinion.”

Asked if the Texas settlements
were related in some way to the fed-
eral case, the attorney general’s
spokesman said: “Obviously not. The
California case is totally different.”

The Texas case is “much further
along” than the federal case because
the state attorney general has already
started the discovery process, which
was not started in the federal case
before it was dismissed.

The Travelers spokesman said the
insurer had approached the state at-
torney general about reaching a set-
tlement “as part of a standard proce-
dure.” Negotiations had taken
several months, he said.

The St. Paul spokeswoman could
not provide any information on the
settlement negotiations.

The attorney general spokesman
refused to comment on whether addi-
tional settlement agreements could
be expected.

Other defendants in the Texas case
contacted by Business Insurance said
they were not negotiating settle-
ments. And most refused to comment
on St. Paul’s and the Travelers’ deci-
sion to settle.

A spokeswoman for the Hartford
Fire Insurance Co., which is named
in both the Texas and federal suits,
said the settlement agreements come
“as a complete surprise to us. We're
not aware of any settlement discus-
sions with other companies and have
not participated in any discussions.
We have no plans to discuss a settle-
ment with the Texas attorney gen-
eral’s office.”

Hartford has not been approached
about a settlement agreement, she
added.

A spokesman for CIGNA Corp.,
which also is named in both suits,
said that CIGNA expects to partic-
ipate in a motion seeking dismissal
of the suit shortly. CIGNA is confi-
dent that it ultimately will be vin-
dicated, he said.

When asked if there was a possi-
bility of Fireman's Fund Insurance
Cos., which is named only in the
Texas suit, reaching a settlement, a
spokesman said, “Not at the moment.
Possibly not ever.”

However, he added: “We really
can’t project what the future of lit-
igation will be, especially when we're
in the middle of it.”

“The suit against us is groundless,”
he added.

He also said that the Travelers and
St. Paul settlements will “absolutely
not” have a negative impact on Fire-
man’s Fund’s defense.

A spokesman for Aetna Casualty
& Surety Co., which is named as a
defendant in both suits, also said it
had no plans to settle. “We're con-
fident that we will be exonerated
in the Texas courts, just as we were
in the federal courts,” he said.

Commenting on Traveler's and St.
Paul’s decision to settle, the spokes-
man said that given the cost of litiga-
tion, “it shouldn’t come as a surprise
that some companies would want to
settle.”

But, he added, companies involved
in both the federal and Texas suits
“feel very confident” in going
forward with the case.

An ISO spokesman said: “We think
that the settlement has absolutely no
effect on our position in the case.”
The charges against ISO are “base-
less and without merit,” he said.

The Texas antitrust action is con-
sidered by some to be the more diffi-
cult for the insurance industry to
win, partly because Texas juries are
known for being tough on companies
from northern states.

In addition, the Texas case charges
that the defendants violated state an-
titrust law, from which insurers dc
not enjoy the same limited immunity
as from federal antitrust statutes. ®
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Retailer mulls ESOP as tax vote nears

Benefit beat

By MICHAEL SCHACHNER

Dayton Hudson Corp. is awaitirg
Congress' vote on curbing tax ad-
vantages for employee stock ow-
nership plans before it implements
a $400 million leveraged ESOP
that would own about 9% of the
company.

The Minneapolis-based retailar
wants to “evaluate the tax advan-
tages afforded by Congress’ before
creating the ESOP, said Stephen
Kowalke, director of long-term
financing.

Dayton Hudson also has no: de-
cided where to go for financing, 1e
added.

If Congress preserves existing
tax advantages, Dayton Hudsan
will establish the ESOP and re-
place the company's 401(k) cash
contributions—currently 50 cents

or. the dollar—with prefecrad stock
ccntributions, Mr. Kowalke ex-
plained.

Pending legisletion would also,
:n some cases, orchibit emp.cyess
from taking income tax ceductions
fcr dividends paid on compary
stock held by ESOPs (see story
page 1).

However, becaise Daytor. Hud-
scn is now buying back 7 millior.
common shazes. Mr. Kowzlke said
he could not estimate the =vantual
converted preferred stocx holdings
o? the ESOP.

The company ofiers emplovees in
its 401ik) plar. three investment
ootions company stock; sheres in
a1 equity porticlio; or a guaran-

teed investment con:ract.

EAP survey

Slizhtlv more then hal: the na-
tion’s public emplcyers have em-
plovee assistance programs, ac-
cording 1o a poll of oublic sectos
risk managers.

Of thos= with EAPs, 95% are sa-
tisfied w.th them, according to the
Publie Risk Managament Assn.
su-vey of its members.

3etween May 1968 and Juns
1989, 509 of PRIMA’s 1,281 mem-
bers, including munic:palities,
counties, school systems and parx
discrizts. responded. Tke survey
was part:zlly funded by an Occu-

pational Safety and Health Ad-
ministration grant on drug abuse
essistance programs.

Risk managers based assess-
ments on three “subjective quanti-
fiers,” said Tom Phillips, city risk
manager for Santa Monica, Calif.,
and chairman of the technical ad-
visory committee that oversaw the
survey.

The public entities were asked
about the following aspects of their
TAPs: utilization, success rate of
-reatment and feedback from em-
sloyees and labor groups.

Some respondents also said they
had evaluated their own EAPs to
determine usage rates and effec-
tiveness.

Of the respondents with EAPs:

e 11% have done a cost-effec-
tiveness, cost-benefit or cost-im-
pact study.

Catastrophe Claims Fund approach dev
to the payment of primary company claims st
reinsurance catastropke contracts. even those
concept. When a loss occurs that is likely to i

Important News for Kemper Reinsurance Clients
In the wake of Hurricane Hugo, Kamper Reinsurance Company has decided to apply the
elcped by the 3rokers & Reirsurance Markets Association
emming from this catastrophe. This will apply to
which have not been endorsed to reflect the new
nvolve a cla'm uncer the reinsurance contract,
Kermper Re will deposit funds in a bank trust
func. When a sztisfactory proof of loss
is submitted to your broker. funds can
be -ransferred to you 2y the bank
very quickly, usually within a
day. In somz cases, by mutual
agreement, funds may be

advanced directly

to ycu.

Kempzar Re is determined

to provide ycu not only

the security afforded

by financial strength, but
service guided by sensitivity
to your needs.

If you have any questions,
contact your reinsurance
broker, or call Kemper Re
cla ms at 312-540-2888.

A
Hate

David B. Mathis
Chairman and Chief
Executive Officer

KemPE Re

Bt ey

® 19% have a provision for in-
dependent third-party review of
treatments received by employees.

® 27% have an EAP review com-
mittee.

@ 46% have a method for partici-
pant rating of the EAP.

These percentages exceed 100
because some respondents used
more than one evaluation method.

Ninety-nine percent of respon-
dents’ EAPs provide referral to
community resources, the most
common service. Short-term coun-
seling was the next most common
service, provided by 93%.

Other popular EAP services in-
cluded:

e Diagnostic assessment, offered
by 86%.

® Crisis intervention, offered by
84%.

e Educational seminars, offered
by 80%.

® 24-hour crisis line, offered by
67%.

Respondents’ EAPs all offered
services or referrals for alcoholism
and drug abuse.

Most EAPs also offered services
or referrals for a wide range of
other disabling problems often
linked to drug and alcohol abuse,
including:

e Emotional problems, offered
by 99%.

e Family/marital/relationship
problems, offered by 99%,

® Physical/sexual abuse, offered
by 97%.

® Stress, offered by 97%.

e QOccupational/job problems,
offered by 95%.

e Compulsive gambling, offered
by 95%.

e Financial problems, offered by
95%.

e Legal problems, offered by
88%.

About 75% of respondents with
EAPs contracted out for services,
with 64% of those using outside
providers going to independent
private EAP providers.

Sixty-one percent of the re-
sponding entities pay on a per-em-
ployee basis.

The remainder pay either a flat
monthly, quarterly or annual fee or
on a fee-for-service basis.

A health insurance plan covers
all or most of the EAPs’ treatment
costs, according to 86% of the sur-
vey respondents.

The survey also found the aver-
age utilization rate for respon-
dents' EAPs was 9%, with a range
of 0.02% to 84%.

The rate indicates that generally
few employees may use an EAP,
but ‘“‘the impact on those employ-
ees, and thus on the organization,
may be large,” the survey con-
cluded.

Although the survey concen-
trated on public entities, private
sector employers also can benefit
from analyzing the results, accord-
ing to Mr. Phillips.

“The issues in the public sector
are the same as in the private sec-
tor even though we in the public
sector may have different con-
straints,” he said.

“The basic concept of an EAP is
to work with dysfunction,” ob-
served Mr. Phillips. “These dys-
functions are wide-ranging, and
they confront all employers."

Copies of the 300-page study,
“Employee Assistance Programs:
Strategies for Local Government
Workplaces,"' are available from
PRIMA at 1117 N. 19th St., Suite
900, Arlington, Va. 22209; 703-
528-7701.

The cost is $35 for members of
PRIMA and is $55 for non-mem-
bers.

°
Made any benefit changes? Write
Michael Schachner, Associate Edi-
tor, Business Insurance, 220 E.
42nd St., New York, N.Y. 10017-
5806; 212-210-0143.
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Opinions

Looking for a cash cow

HERE IS ONLY ONE WAY to describe the de-
cision of a Senate panel to raise premiums charged
by the Pension Benefit Guaranty Corp.: outrageous.

Earlier this month, the Senate Labor and Human.

Resources Committee approved a proposal to increase
to $18 from $16 the annual minimum premium per
plan participant that employers with defined benefit
pension plans pay the PBGC.

This $2 per participant increase, tacked onto a re-
vised budget reconciliation bill approved by the com-
mittee, would be imposed only on employers with plans
that are at least fully funded. PBGC premiums, under
the committee’s proposal, would not rise for companies
with underfunded plans—those plans that lack suffi-
cient assets to pay promised benefits. :

Premiums for employers with underfunded plans
would continue to be based on a variable-rate pre-
mium structure that went into effect last year. Under
that schedule, employers with plans that are in the
poorest financial condition pay the highest PBGC pre-
miums, up to an annual maximum of $50 per plan
participant.

In attempting to justify the proposed increase, the
Labor and Human Resources Committee described the
PBGC’s deficit as an excessive burden on the govern-
ment that must be reduced.

Anyone who believes that reducing the PBGC's defi-
cit is the real reason behind the committee’s proposal
also believes in the tooth fairy.

The PBGC, which ought to know, says there is no
need for yet another premium increase. Indeed, the
agency says it is making steady progress in reduc-
ing its deficit because of improved investment in-
come results and substantially higher income gen-
erated by the last big premium increase in 1988.

In fact, the proposed PBGC premium increase has
little to do with helping the PBGC and a lot to
do with the obsession of some committee members,
most notably Sen. Howard Metzenbaum, D-Ohio, to
stop employers from recovering excess assets after ter-
minating overfunded pension plans.

Restricting asset reversions, though, costs the federal
government money. That’s because employers that ter-
minate overfunded pension plans pay both income
taxes and a special 15% excise tax on excess pension
assets they recover.

And, in the politics of budget reconciliation leg-
islation, if a congressman backs a proposal that loses
revenue, such as restricting terminations of overfunded
pension plans, he or she generally must come up with
another proposal to offset those lost revenues.

In July, the Labor and Human Resources Com-
mittee thought it had the answer to this problem. It
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came up with another outrageous idea: imposing stiff
fees on employers filing federally required annual pen-
sion and welfare reports. It was commonly acknow-
ledged that revenues from filing fees would be used to
pay for restricting asset reversions.

But the filing fee proposal ran aground in the face of
determined opposition from members of the Senate Fi-
nance Committee.

Hence, the PBGC premium increase and higher fees
for violations of federal safety and pension laws were
proposed as a last-minute substitute for the derailed
filing fees proposal.

The higher PBGC premium proposal sends a ter-
rible message to employers. The variable rate pre-
mium structure was a congressional promise that em-
ployers that properly funded their pension plans would
be rewarded with lower PBGC premiums.

By jacking up the PBGC premium for well-funded
plans, the Labor and Human Resources Committee
would vitiate that promise and essentially punish em-
ployers for properly funding their pension plans.

And, if a premium increase is imposed when it is
not needed, employers will have to ask themselves
how long it will be until legislators will use the PBGC
premium as a tool to pay for other pet projects.

Faced with a political system that punishes responsi-
ble pension funding, it would not be surprising if com-
panies reduced pension contributions to the lowest
level allowed by law or even terminated their plans.

We hope Congress does not allow that to happen
and that it kills the PBGC premium increase.
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To the editor: “There they go again!”—
President Ronald Reagan.

When, oh when, will this industry learn
some basic political horse sense?

Ladies and gentlemen, with all the bad
press we are getting, with consumers lit-
erally tearing us to pieces, with politi-
cians legislating us into oblivion, and
with a respect rating two notches below
vacuum cleaner salesmen, why in
heaven's name would anyone ever speak

Business Insurance we
ters from its readérs, 158
" your comments as brief as:
We reserve the tight to edit:
for clarity or space. W
publish unsigned letters.
comments to Letters to
Business Insurance, 740

the Editor,
. Rush

St.. Chicago, Ill., 60611:

of—nay, even think or whisper of—the
“next hard market?”’

Gloat not about, nor encourage, the
next hard market, because it may truly be
the last hard market!

And again, when will we ever learn?

Dennis W. Jeff
President

Glenn E. Orndorf Inc.
Lancaster, Pa.

Cost of COBRA cover
beats conversion cover

To the editor: In reply to the Oct. 2 At
Issue question—'‘Are COBRA's Health
Care Coverage Provisions Meeting Their
Objectives?’—two benefits professionals
said that the ill and disabled who really
need COBRA coverage don't take it be-
cause the cost is prohibitive. I'm con-

fused!

At 102% of the employer's cost, COBRA
coverage appears to be a much better deal
than a conversion plan, which was about
the only option available before the Con-
solidated Omnibus Budget Reconciliation
Act. Conversion plans often have more
limited benefits than the employer plan
and, where the benefits are the same,
costs are ofen at least 300% higher than
the employer's cost. There's no compari-
son!

The actual cost is probably somewhere
between 102% (according to Congress)
and 300% (per actuaries, I presume).
Thus, it’s hard to disagree with the only’
reply that voted to allow employers to
charge more than 102% to individuals
who are mostly users of the benefits.
Makes sense to me.

Dale Snellbaker
Triangle Employee Benefits
Raleigh, N.C.
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We even have a plan if your building gets sick.

e b

How safe is the place you work? Are you sure?

Every day, 500 chemists, engineers, biologists, and technicians
who work for Aetna report for work in many different places. Simply to
provide scientific answers to these fundamental questions.

In factories and plants, they search for ways to help reduce the
hazards that come with the job.

At construction sites, they help identify unsafe work practices.

And in office buildings, especially newer ones, they're on the look-
out for such maladies as TBS: Tight Building Syndrome. A condition
that can occur when improper ventilation starts causing headaches,
dizziness, and breathing difficulties.

In many cases, such a thorough environmental survey is required
before Aetna will write the policy. But our customers will be the first to
tell you how much they welcome our thoroughness. Not just because
safer buildings can result in lower insurance premiums.

But because our customers are the ones who have
to work at the same place every day.

AETNA. WE GIVE NEW MEANING TO THE WORD DILIGENT.

© 1989 The AEtna Casualty and Surety Company.
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Should federal safety laws pre-empt state criminal prosecution of job safety violations?

Ker neth J.
Kortz

risk marager
Holiday Cos.,
Minneapalis

Yas. There shotld be uriform appli-
cations of OSHA because mcst com-
panies cross sicte lines. Ccmpanies
snould be able o operate uniformly,
and an employvee working in one state
snould not have to do a job differently
in anotner state. And erployers
chould not be subject to state cr minal
grosecutions i they have zamplied
with the federa. safety stenda-ds.

Art Bostwick
risk manage”
Stane
Container
Corp.,

Chicago

Ne. In gene-al, | would prefer the
lowest leval of the government :C re-
spcnd to tris issue. A federal dre-
emotion would be mors detrimental
t1an the wisdom of the p2ople closest
t3 :he scene. It should be a pcwer
reserved to he states.

Joseph V.
Yancoli
VE-1iS< man-
acemant
Columbia Gas
Svstems Ser-
vice Corp,
Wilmington, Del.

Yes. | don': think there would b2 =2q-
uity gmong interstate employ=rs if
each s:ate cculd set its own crim nal
penalizs. Some states may be more
severz, so employers wculd fol ow
strict ru es there, but could bz lax
elsewhe-e. Also, it's a Joliical issue;
if one is loo«<ing to make political nay
or meke paints with the Jmons, s ate
OSHA laws: would be affected.

Craig
| Gibans
risk manager
city of Spring-
field,
Springt.ekd, Ore.

Therz are two issues here pr2-emp-
tion and crimina prosecution. If an
emp-oyer is actng in a crimingl man-
ner, then criminal prosecution should
take priority over pre-emptior. An em-
ployer has an obligation, just like a
citizen, to act "esponsibly 3eth the
Mickigan and lllindis Suprem= Zourts'
decisions were -ight.

Zompiled by Christine Woolssy

MET LIFE SERVES 6ROUP LIFE AND HEALTH CLIENTS

Brokers and employze denefit managers
can expect special attenticn from Met Life.
We want to help you in any way, SO we
offer an ex-ersive range of options, including
the Met Lifz Multi-Option Health Plan anc
Flexible Benefits. In fact, you'll get our prompt,
friendly service for whatever you need—

JUST THE WAY THEY LIKE IT.

right down to the last administrative detail.
Just call your Met Life Group representative,

or write to us at Metropolitan Life Insurance

Company, Group Marketing Division, One

Madison Avenue, Area 24

York 10010.

' New York. New

At Met Li‘e, wall wait cn you hand and foot.

GET MET. ITFPAYS.

s:? AND AFFILIATED CCMPANIES

© 1988 Metropclitan Life Insurance Company, NY, NY.
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Hartford
wins case
in lllinois

By STACY ADLER

SPRINGFIELD, Ill.—Primary in-
surance companies—not excess in-
surers—are responsible for interest
that accrues on an appealed judg-
ment, unless a primary policy expli-
citly says otherwise, the Illinois Su-
preme Court has ruled.

“We will not rewrite the parties’
policies for them to impose” a new
obligation to apportion liability for
post-judgment interest, the court said
in a Sept. 27 case stemming from a
wrongful death claim.

Aetna Insurance Co., a CIGNA
Corp. unit now called CIGNA Prop-
erty & Casualty Insurance Co. of
Bloomfield, Conn., wrote $1 million
in primary liability coverage for an
Illinois firm which also had a $2 mil-
lion excess liability policy from Hart-
ford Accident & Indemnity Co. of
Hartford, Conn.

After settlement of a wrongful
death suit against the policyholder,
Aetna sued Hartford to pay a por-
tion of post-judgment interest accru-
ing while an appeal was pending.

This was the Supreme Court’s first
ruling on the issue, said Hartford at-
torney Norman J. Barry of Roths-
child, Barry & Myers in Chicago.

“This was a case of first im-
pression,” he said. “That is why the
Supreme Court took this case.”

Wisconsin and Florida courts have
issued similar rulings, while courts in
Michigan and Louisiana have found
for primary insurers, he said.

Though the decision cannot be ap-
pealed, Aetna may ask the court to
reconsider its ruling. Aetna attorneys
could not be reached for comment.

On April 10, 1984, a jury ordered
Cuomo & Son Cartage Co. of Le-
mont, Ill., to pay $1.5 million in a
wrongful death case. In October
1986, while its appeal was pending,
Cuomo & Son settled the suit for
$1.2 million, the amount of the firm's
primary policy limit plus interest.

Both primary and excess policies
stipulated payment of post-judgment
interest. As a result, Aetna sued
Hartford claiming the excess insurer
should pay a pro rata portion the ac-
crued interest—$121,500 of the total
$191,667—on the settlement.

But Hartford argued that Aetna,
as the primary insurer, should cover
all post-judgment interest.

Aetna’s primary policy read: “In
addition to our limit of liability, we
will pay for you: All interest accruing
after entry of a judgment in a suit we
defend. Our duty to pay interest ends
when we pay or tender our limit of
liability."”

Hartford's umbrella policy said:
“The company shall pay. . .all inter-
est accruing after entry of judgment
until the company has paid or ten-
dered or deposited in court such part
of judgment as does not exceed the
company's liability thereon.”

The trial court ordered Hartford
to pay the pro rata portion of the
interest and Hartford appealed.

An lllinois appellate court re-
versed, saying the burden of post-
judgment interest falls on the pri-
mary insurer unless the primary pol-
icy explicitly apportions the liability.

Aetna then appealed to the state
Supreme Court, where the decision
was upheld and Aetna was ordered
to pay the full $191,667.

For the majority, Justice Horace
Calvo said: “If Aetna had wanted
to limit its liability for post-judg-
ment interest in the event that its
insured purchased excess coverage,
it could have so indicated in its pol-
icy. It can hardly be argued that
Aetna lacks the legal sophistication
to limit its liability as it sees fit.”

[ ]
Hartford Accident & Indemnity Co.
vs. Aetna Insurance Co. No. 67649
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First Capital Holdings Corp.

has sold 6,188,119 newly-issued shares of its Commun Stock to
and
exchanged 3.712871 newly-issued shares of its Common Stock
for $30,000,000 liquidation preference of the
i Series A Cumulative Preferred Stock
of its subsidiary First Capital Life Insurance Group Inc. held by

Shearson Lehman Hutton HoldingsInc. |

$220,050,000

i

Aetna Life Insurance Company

Bond Option Program

representing ubligations of 43 state
and kralgdvunnrg'm asz:i.a_v\nhorilias were

Our ability to structure solu-
tions for insurance companies

results from the unique integra--

tion of services provided by
Merrill Lynch Capital Markets:

©1989 Merrill Lynch Capital Markets

The Home Group, Inc.

through its wholty owned subsidiary
Home Acquisition Company
-
Gruntal Financial Corp.

‘e acted as dealer for the tender ofier
on behalf of The ome Group, nc.
. in this transaction.

i Caded .

Enhance Financial Services Inc.

Common Stock
546,000,900

Asset Guaranty Inc.
Common Stock

We arranged for the private placement
of these securities.

- 21,500,000 Shares

CIGNA

7 Cigna Investments, Inc.

CIGNA High Income Shares
Price $10 Per Share

Closed End Fund

defining and implementing cor-
porate strategy, accessing capital

and redeploying assets.

We number among our clients
~ firms from nearly every sector of

Liberty Mutual Insurance Company

a has acquired
Keystone Provident
Life Insurance Company

. from ;
The Travelers Corp_oratiqn

We initiated this transaction, acted as
tinancial advisor ta Liberty Mutual Insurance Company

CAPITAL CORPORATION

Private Medinm-ferm Notes

Due from 1 Year to 10 Years from Date of Issue

Equitable Capital Management
Corporation

a subsidiary of
[EEQUITABLE LIFE

Asset Related Swap Transactions

" the industry throughout the world.

And of virtually every size. |
We've put together one of the

largest teams of investment

bankers dedicated to insurance.




The National Mutual Life Association ||
of Australasia Limited.
N.M. U.S. Limited
Lt
Integrity Life Insurance Company
- Il NEW YORK LIFE
National Integrity Life Insurance Company | INSURANCE COMPANY

from

The Equitable Life Assurance Socie
of the United States
We acted as financial advisor 1o
The National Mutual Life Association
ol Australasia Limited in his transaction.

The NWNL Companies, Inc.

We acted as financial advisor to the - [}
NWNL Companies, Inc. in its :
demutualization and reorganization. |

! # MetLife Funding, Inc.

A wholty-owned subsidiary of

Hartford Fire Insurance lll Metropolitan Life Insurance Company

Class D Preferred Stock

675 Shares -
Short Term Auction Rate, Series 1
675 Shares .
Short Term Auction Rate, Series 2
(“STAR+Preferred™)

The Prudential Insurance Company
of America

has soid

Price $10 Per Share

Closed End Fund

Skyline Tower
" V_laaﬂgslum‘;hl “"’i“""',,"i .
and arranged the private sale of this property

Mo e Pass-Thro Ce |
R ot Toe - eates, |

By drawing on the strengths of To explore the various solutions ~ Banking Insurance Group at
our vast global resources, they Merrill Lynch Capital Markets can ~ (212) 449-7744.

combine insurance expertisewith  structure to meet any of your finan-

the most comprehensive services  cial needs, call John G. Crosby,

in the industry, Managing Director of our Investment % Merrill I.vm:h
A tradition of trust.
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Meeting new European demands

Zurich introduces network, policies for 1992

By STACY SHAPIRO

ZURICH, Switzerland—Zurich
Insurance Group plans to expand
its European operations to take
advantage of the cross-border
freedom of insurance services
that will take effect next year
in the European Community,
according to the group’s execu-
tives.

‘At the Zurich, the expected de-
velopments have caused us to rein-
force our business and organiza-
tional strategy,” said Rolf Huppi,

Zurich president and chief operat-
ing officer, at the company's “Eu-
rope 1992" broker symposium ear-
lier this month.

“Rather than a specific date,”
1992 signifies the evolution of a
unified European insurance mar-
ket, Mr. Huppi said.

The date is derived from the Eu-
ropean Community's effort to im-
plement most of its 300 free-trade
directives that will create a single

insurance market by the end of
1992.

Eight of the 12 EC nations are to
adopt the freedom of insurance
measure next year.

In response to the impending
cross-border freedom to provide
insurance services, Zurich an-
nounced plans to:

® Create a Europewide network
of locally based companies to offer
local and international commercial

business coverages. The network
will be known as “Zurich Interna-
tional.”

e Offer international clients a
“EuroZurich" insurance policy to
cover corporate risks throughout
the EC.

® Maintain its global insurance
program, which allows clients to
buy local policies and cover differ-
ences-in-conditions under a master
policy.

Meet the Bonnie
and Clyde of the 805.

They hold advanced degrees, not tommyguns. But just because today’s criminals
are clean-cut and more difficult to identify doesn't mean they won’t rob your business blind.

That's why people rely on Honesty Insurance from F&D to protect their businesses
from the damaging, even crippling losses, today’s white-collar felons can inflict.

Find out why F&D’s Honesty Insurance is
your best policy. Just ask your agent or broker or write:
A.Macdonald Rees, Markehng, P.O.Box 1227 Baltimore,

Maryland 21203.

® Expand personal lines under-
writing in Europe.

“For the consumer, (1992) holds
the idea of immediate economic
benefit,”” Mr. Huppi said.

“But for the insurer, unlike the
manufacturer, cross border activi-
ties appear at least on the surface
not to bring too many advan-
tages.”

For example, some insurance
companies may find expansion
throughout the European Commu-
nity too costly.

As a result, there will be bigger
and fewer insurers in the market-
place after 1992, Mr. Huppi pre-
dicted.

“Price competition for the com-
mercial business will increase and,
in some European insurance mar-
kets, a major part of our market
will become less profitable’
because of competition, he
said.

“Premium increases for social,
cultural reasons will not be able
to” keep up with increased expo-
sures, he added.

Even after 1992, different local
customs, cultures, languages and
some domestic regulations will
slow the process
of a unified
European insur-
ance market, ac-
cording to Mr.
Huppi.

Nevertheless,
a unified Europe
“with a popula-
tion of some 320
million people
and a total pre-
mium income
that lags only behind the U.S.
market, we do have the potential
of becoming a formidable in-
surance market,”” Mr. Huppi as-
serted.

For its part, Zurich will continue
to focus on international corporate
clients.

The insurance company “intends
to expand the existing business
units of the Zurich Group,” ac-
cording to Charles Wyniger, gen-
eral manager of the Zurich, Swit-
zerland-based insurer.

“The Zurich expects to expand
our already strong and broad pres-
ence in Europe,” Mr. Wyniger con-
tinued.

Zurich’s expansion will result
both from internal growth and ac-
quisitions, he said.

However, “our existing presence
allows us to be selective,” he
added.

“We do enjoy an advantage of
not having to buy into the (tar-
geted) markets at exorbitant
prices,” he noted.

The insurance company's expan-
sion will focus on ‘“Germany, the
United Kingdom, France, the
Netherlands, Italy and Beligium—
legally and in terms of personnel
and infrastructure so that they
can satisfy the international insur-
ance needs of their owns clients as
well as possible,” Mr. Wyniger
said.

Mr. Wyniger explained that the
Zurich International unit will be a
network of ‘‘locally rooted” com-
panies administering local and in-
ternational commercial insurance
programs.

The Zurich-based international
division will oversee the network,
he said.

Naming it Zurich International
gives the group “a uniform, coor-
dinated appearance, especially in
the fields of marketing, contact
and cooperation with brokers and
clients and advertising while
maintaining their Europe-wide in-
dependence,” Mr. Wyniger ex-
plained.

In addition, Zurich's “Euro-pol-
icy” or “EuroZurich” policy is de-
signed to take advantage of the

Continued on page 16




Mistakes make products late, more expensive and inferior.
Leaving customers dissatisfied, reputations damaged. Since there
are no quick fixes, only costly ones, what’s a business to do? |

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

Granted, nobody’s
perfect. Butit’s surprising
how many mistakes can
be prevented.

- By working to find the
best solution, rather than
the most expedient one.

Whether we’re
providing protection for
small and medium-size
businesses, or meeting
the risk management
needs of the largest
corporations, the
benefits are the same:
Answers that are fast
and accurate. Service that is responsive. Value that is real. And
customers who are satisfied. Anything less would be a big mistake.

For information write the CIGNA Property and Casualty Companies,
Department RB, 1600 Arch Street, Philadelphia, PA 19103.

After all, anyone can pay for lots of pencils. But who can afford
all the erasers?

* We get paid for results:
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Zurich plans

Continued from page 14
cross-border insurance trading
that will begin throughout the EC
next year.

“We view the Euro-policy as an
addition to our palette of prod-
uects,” said International Division
Manager Claude Perret.

“We do not see it as a substitute
for the traditional master policy
supported by local policies, but as
an alternative to national policies
within Europe where the client can
choose the country that he finds
most suitable for his needs,” said
Mr. Perret.

Under the Euro-policy, which
would be worded in an insurance
buyer’s native language, the buyer
would pay one premium for all
its risks in Europe covered by that
policy, according to Mr.
Perret.

However, risk managers for
companies operating in 40 or 50
countries may not find the Euro-
policy ideal because it would
amalgamate coverages in only
eight nations next year, Mr. Perret
pointed out.

And, some risk managers will
have problems with a policy writ-
ten in a specific foreign currency
that will be hit by exchange rate
fluctuations until cross-border fi-
nancial controls are abolished in
the EC, he said.

Still, Mr. Perret describes the
Euro-policy as a “‘good tool to
solve some of the problems at-
tached to interdependency, such as
those regarding business interrup-
tion, and to enable greater flexibil-
ity."”

Symposium participants ap-

Symposiums
attract firms
with 92 plans

ZURICH, Switzerland—
Zurich Insurance Group hosted
two annual invitation-only
symposiums earlier this month
addressing the topic of “Europe
in 1992."

More than 100 clients of the
Zurich, Switzerland-based in-
surer met with company execu-
tives beginning on Oct. 2 at the
International Hotel in Zurich.
And, about 140 brokers from
around the world met with
Zurich executives later in the
week.

Zurich executives used the
forum to announce new prod-
ucts the company will offer and
changes it is making as a result
of the easing of cross-border
trade barriers beginning next
year.

Participants also discussed
some of the obstacles in the way
of a truly free European insur-
ance market and how brokers
view the challenge of 1992,
when all trade barriers are
scheduled to be withdrawn.

Three brokerage guests trav-
eled all the way from Australia
and other guests came from the
United States, Scandinavia and
throughout Europe.

About 30 people representing
the various partners of the UNI-
SON network of brokers, which
is expected to make major an-
nouncements about its plans in
Europe before year-end, at-
tended the symposium.

Also attending were other
brokers that plan to expand in
Europe to take advantage of
1992, such as Munich-based
Oskar Schunk K.G., which is
soon opening an office in Inns-
bruck, Austria, and plans to
open offices in Spain, France
and Switzerland in the near fu-
ture.

—By Stacy Shapiro

plauded Zurich's plans but also
raised some concerns.

“It is a very good idea and a logi-
cal extension’ of 1992, said Mi-
chael Barrett, chief executive of
Alexander Stenhouse Europe Ltd.
in London, a subsidiary of Alex-
ander & Alexander Services Inc. in
New York.

“It brings another competitive
factor to the scene. Brokers react
to what's available,” Mr. Barrett
said.

““A Euro-policy provides the
competitive advantage to the un-
derwriter provided he can provide
the rest of the servicing for the
contract,”” Mr. Barrett also ob-
served.

“It is a sexy new product and a
tremendous new product,” said
Frank Gunderson, managing direc-
tor of New York-based Marsh &
McLennan Worldwide, a subsidi-
ary of Marsh & McLennan Cos.
Inc., during a symposium panel
discussion.

“But, until some issues are satis-

fied, such as claims handling and
tax issues, in the EC, it is a point of
rhetoric. Until the problems can be
overcome, I don't know if we (as
brokers) would be able to mass
market it.”

Another member of the audience
worried that a Euro-policy would

into play” because brokers would
be offering a policy that does not
cover all the risks it was intended
to cover, said the participant, who
did not want to be identified.

Mr. Huppi responded that the
Euro-policy will continue to evolve
as the EC becomes a freer market.

‘We view the Euro-policy as an addition to
our palette of products,’ says Zurich’s
International Division Manager Claude Perret. ‘We
do not see it as a substitute for the traditional
master policy supported by local policies.’

present a large errors and omis-
sions problem for insurance bro-
kers.

‘‘Is a single European policy
going to cover every single idio-
syncrasy that would be covered
under local policies? If not, then
our E&O (insurance) would come

Meanwhile, Zurich Group also
will still offer global insurance
programs, through which a parent
company purchases a master insur-
ance policy to cover the differences
in coverage provided by the local
insurance policies its subsidiaries
buy in their home countries, the

Zurich executives pointed out.

“Essential” local services such as
claims handling. risk engineering.
consulting and administrative ser-
vices also will remain, Zurich offi-
cials said.

And. Zurich's personal lines
business will be written by sepa-
rate locally owned companies that
will retain their own names and
identities, Mr. Huppi said.

The commercial and personal
distinction is part of the company's
program to differentiate its divi-
sions by the kinds of business
written in Europe rather than by
the countries in which they oper-
ate, Mr. Huppi pointed oul.

“Over time, as the industry
learns better to play either the Eu-
ropean or global markets, the lines
of coverage such as personal lines,
life, non-life, etc. may replace the
traditional lines of segmentation
governed by national boundaries.”

Mr. Huppi said he would like 1o
see Zurich expand both commer-
cial and personal lines business. ®m

BASES
LOADED

Hear the pitch.

Headquarters: One Liberty Plaza, New York, NY 10006. Branch Offices: Atlanta, Chicago, New York, San Francisco.
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Obstacles remain to EC insurance market

By STACY SHAPIRO

ZURICH, Switzerland—Major
tax and legislative obstacles, in-
cluding widely varying premium
taxes and allowable contract dura-
tions, will delay implementation of
the European Community’s free-
dom of insurance directive, observ-
ers say.

The directive, scheduled to be
adopted next July, is designed to
allow corporate insurance buyers
to place coverages across national
borders without restrictions, now
allowed only in The Netherlands
and the United Kingdom.

Eight countries are expected to
approve the directive in July. But
Portugal, Spain, Greece and Ire-
land won’t have to incorporate new
rules until as late as 1997 under a
timetable established by the Euro-

pean Commission

“Everything which comes from
Brussels is very complicated,”’ said
Charles Wyniger, a Zurich Insur-
ance Group general manager, re-
ferring to directives from the com-
mission's headquarters.

“I think this means that we don’t
have to expect a big bang” in July,
said Hans-Peter Karlen, another
general manager with the Zurich,
Switzerland-basec insurer. It will
be rather a relatively slow pro-
cess.”

The outlook is “good”’ that all EC
countries will eventually follow
the freedom of insurance guide-
lines, according to Anton K.
Schnyder, legal consultant to the
group management of Zurich In-
surance Co., parent company of
Zurich Insurance Group.

Despite four countries delaying

implementation until 1997, *‘al-
most all of the EC member states
within five to 10 years will follow
the spirit of the wordings of the di-
rective,” he said.

However, he warned brokers at
Zurich's “Europe 1992” sympo-
sium Oct. 5 that other legal tangles
may hinder true freedom of insur-
ance for large commercial risks.

“We don’t know how exactly the
duration of an insurance contract
will be regulated,” he said. Italy
allows 10-year terms, while other
EC nations allow shorter ones.

Also, “we don’t know yet what
regulations there will be for man-
datory insurance by” EC countries,
said Mr. Schnyder. For example,
employers liability and third-party
auto liability insurance are re-
quired in some countries, but not
in others.

In addition, ‘“‘there might be
some problems as far as cross-bor-
der claims handling is concerned,”
said Mr. Schnyder.

‘“We do not know yet how
claims-handling regulation will
function” since it hasn't been de-
cided yet whether countries will
permit foreign insurers’ branch of-
fices handle claims, he added.

The role of brokers as under-
writing agents also has not been
addressed by each EC country, ac-
cording to Mr. Schnyder.

It remains to be seen whether
brokers with affiliations to specific
insurers may hinder the movement
to freedom of services, he said.

Meanwhile, there is no uniform,
EC-wide tax policy, and there
won't likely be one ‘“before the end
of this millennium,” said Alfred
Reichmuth, tax counselor to the
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Zurich Group.

“Everyone agrees on one thing:
the creation of a unified European
market without politically moti-
vated trade barriers and obstacles
distorting competition. . .(re-
quires) harmonization of taxes,” he
said. “*This, however, is where the
unanimity ends.

Nations, for example, have yet to
solve their major insurance-related
problem—how to tax premiums
paid on cross-border policies—Mr.
Reichmuth told brokers. Currently
Spain, Ireland and the United
Kingdom do not tax premiums;
France taxes some up to 30%; and
Denmark levies up to a 50% lax on
auto liability premiums.

Under the directive, premium
taxes must be split between the
nations involved in the transaction
according to their local tax rates,
Mr. Reichmuth said,

For example, a Danish company
underwriting a French risk would
apportion its premium tax on cov-
erage between Denmark and
France according to the countries’
individual laws, despite the free-
dom of insurance directive.

“This should not be too big a
problem with regard to master po-
licies with local policies for each
individual risk,” he said.

However, he said, a single-pre-
mium “Europolicy’ poses prob-
lems because each country where
risks are based will have to be no-
tified for tax purposes, and a pre-
mium tax would be split among
countries where risks are located.

“Due to the nature of insurance,
efficient control of the collection of
taxes will be extremely difficult,”
said Mr. Reichmuth. “The absence
of a harmonization of premium
taxes will increase the risk of
fraud. . .and also increase the risk
of competitive distortion (because)
insurance contracts will be con-
cluded in those member states with
no or little indirect taxes. In other
words, without harmonization
there is no efficient control.” [ |
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Shell UK cited under new pollution law

By CAROLYN ALDRED

LONDON—In the first case
brought by a British government
pollution monitoring group under
a new pollution law, Shell UK Ltd.
is being prosecuted over a 150-ton
crude oil spill in the River Mersey
near Liverpool Aug. 19.

If the case is heard in High
Court, as the National Rivers Assn.
will request, the oil company could
face unlimited fines under the new
Control of Pollution Act. The max-
imum fine in a lower Magistrate
Court is 2,000 pounds ($3,120).

Shell estimates the cost of the
spill at 2 million pounds ($3.12
million), including the cost to clean
up the river and its estuary, prop-
erty damage and consequential
losses, such as loss of business
earnings, a spokesman said.

The rivers association was
formed this year as a regulatory
agency to prepare for the privati-
zation of Britain's water and sew-
age industry.

“We have carefully considered
our Pollution Control Officers’ re-
ports, together with the company’s
version of events. On this basis we
feel it is appropriate to take legal
action,” said Chris Harpley, an
NRA regional general manager.

Losses will be paid by Shell's
London-based captive insurance
company, Mytilus Insurance Co.
Ltd., a spokesman said.

Neither Shell nor the NRA would
comment further on the litigation.

Lloyd’s liabilities

About 50 Lloyd's of London
members have approached Lloyd’s
for help in meeting their liabilities,
according to Lloyd's Chief Exec-
utive Alan Lord.

Lloyd’s last month announced
plans to form a special committee
to review cases of members that
have difficulty paying syndicate
losses (BI, Sept. 11).

“At the moment, about 50 Names
at Lloyd's have got in touch and
said they may be interested in tak-
ing advantage of the arrange-
ments,”” Mr. Lord said at a press
conference.

The Council of Lloyd's on Oct. 15
appointed Mary Archer chair-
woman of the review committee
that will “examine the cases of
Lloyd’s members who are willing
to meet their underwriting losses
but are unable to do so,” Mr. Lord
said.

Ms. Archer, who is a Cambridge
scientist, is an external member of
the Council of Lloyd's and wife of
the former Conservative party
chairman, novelist and playwright
Jeffrey Archer.

The review committee will have
three Council members, including
one external, one working and one
nominated by the Bank of En-
gland.

“It isn’t our policy to bankrupt
people,” Mr. Lord noted. “We have
set up the committee to deal—case
by case—with those names who are
prepared to meet their obligations
but who need some help.”

Members' unpaid liabilities to
syndicates are drawn down from
the Lloyd’'s Central Fund. Lloyd’s
then may sue those names who
have not met their liabilities.

However, Lloyd’s has agreed to
postpone legal action against mem-
bers who are willing, but unable,
to meet their obligations, Mr. Lord
pointed out.

The association drew from the
central fund to cover liabilities of
about 200 members of the 1986 un-
derwriting year, the year just
closed under Lloyd's three-year
accounting system, he said.

Many of these members were
members of syndicates formerly
managed by PCW Underwriting

Agencies Ltd. and the numbe: next
year will be “signiZ.cantly less,” he
said.

Lloyd’s currentlr is suing only “‘a
small numbe=" of memb2acs for
non-payment of losses, he said.

PWS bonuses

London broker PWS Hboldings
P.L.C. is making up to 10% of its
equity availakle as “‘additional in-
centives' to key employees, ac-
cording to Deputy Chairman David
Springbett.

About 30 to £0 people likely will
be eligible for the shareholding op-
tions and not all shares will be re-
leased simultar.2o_sly, he said.

The brokeraze also plars to cut
about 25 of its 300 joos in an effort
tc cu: eosts, Mr. Spnrgbett con-
fizmed.

Mr. Soringbett also cenfirmed
the resignatior. of PWS Treaty _td.
Chairman John Lane arc the
treaty cepartment’: merger .nto
PWS International Ltd.

In aiditior, six PWS brokers
specializing in U.8S. liZ2, accident
and aealth business res:gned to
join rival broker Bal_antwvne,
McKezr & Su livan Ltd.

Char.es Narton-Smith, John
Spencer, Pail Daly and three
others l=ft PWS and fcrmed BMS
Spec.al Accidant Ltd under terms
agreed ~o by SMS and PWS Hold-

ings P.L.C., including transfer of
th2 brokers' portfeolios, Mr.
Spancer said.

The team had left Londor. broker
Dewey Warren & Co. Ltd. to join
PWS in spring 1988.

Captive management

German reinsure- Gerling-Kon-
zern Insurance A.(G. is setiing up a
captive managemsant operation in
Dublin, Ireland.

Gerling Securitv Risx Consulting
& Management Compeny -Ireland)
Ltd. will be the Cologne-based
ccmpany's second captive manage-
ment concern. Gerling-Xonzern
established a Luxembourg captive
m.anager early this yeer.

“Internationa.ly active indus-
trial companies ere increasingly
inclined to seek cross-border solu-

tions for thz management and con-
trol of the:r activities,” a cempany
statement noted. “With the crea-
tion of the liberalized European in-
surance market, the build-up of
captives has become overdue.”

Meanwtlile, as the use of captives
increases, the need for risk man-
agement consultancy also will in-
crease, Gerling predicts.

“A grea:zr financial involvement
of industry in its own risks via
captives results in an improved
awareness of risk management,”
the stateru=nt noted.

Liquidation stir

A Souwa African reinsurance
company owned by a group of
large British and multinational in-
surers is in liquidation.

Continued on next page
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The liabilities of Reinsurance
Union Litd. of South Africa are es-
timated at several million pounds,
too little to justify liquidation of a
company owned by major multina-
tional insurers, a creditor con-
tends.

The company was formed in the
1950s by a consortium of insurers
operating in South Africa. It wrote
property/casualty, automobile and
marine reinsurance until it stopped
writing business in 1985 and was
put into run-off.

Reinsurance Union Ltd. share-
holders include South African sub-
sidiaries and interests of Swiss Re-
insurance Co. and major British
multiline companies, including
Eagle Star Holdings P.L.C., Com-
mercial Union Assurance Co.
P.L.C. and Guardian Royal Ex-
change Assurance P.L.C.

“From a security point of view,
which is very important when
placing reinsurance, Reinsurance
Union lecked sound with major

shareholders widely spread around
the world,” said the reinsurance
creditor who spoke on the condi-
tion of anonymity.

“I am concerned that major and
reputable companies in the world
are walking away from the debt,”
the Reinsurance Union creditor
said.

Local directors, rather than par-
ent companies, made the decision
to liquidate, said a spokesman for
on¢ shareholder.

Cater Allen Holdings

London-based financial group
Cater Allen Hold:ngs P.L.C. is
broadening its Lloyd's of London
interests with the proposed pur-
chase of its six:h managing
agency.

Cater Allen, which has acquired
several agencies in recent years,
plans to buy Birrell Smith Under-
writing Agencies Ltd., manager of
marine syndicate 363 and non-ma-
rine syndicate 660.

The two have a stamp capacity of
about 25 million pounds ($39 mil-
lion).

Birrell Smith also has a mem-
bers agency with 44 Lloyd's mem-
bers.

Cater Allen will put up 800,000
pounds (31.3 million) in cash and
Cater Allen shares to purchase the
agency, according to Deputy
Chairman David White.

With the acquisition of Birrell
Smith, the financial group would
own six managing agencies and
two members’' agencies, which to-
gether manage eight syndicates
with a combined underwriting ca-
pacity of 290 million pounds
($452.4 million). Members agencies
would have 563 Lloyd’s members.

New syndicates

Lleyd’s of London has approved
at least seven new syndicates for
the 1390 underwriting year.

Bu: many are having a tougher
time obtaining association ap-

proval this year due to more rigor-
ous examinations of a syndicate’s
managing agency and its expected
stamp capacity, several sources
say.

For example, bylaws now require
new syndicates to meet a minimum
provisional stamp capacity—ca-
pacity committed by legally bound
members of Lloyd's—before they
can start writing.

Among the newly approved syn-
dicates, provided each meets mini-
mum capacity, are:

® A non-marine syndicate un-
derwritten by John Prestage and
managed by Spreckley Villers
Hunt & Co. Ltd.

With an expected premium ca-
pacity of 10 million pounds ($15.6
million), it will write property in-
surance worldwide, but mainly
outside the United States, kidnap
and ransom insurance, medical ex-
pense coverage and personal acci-
dent insurance (B, July 3).

® A specialist personal accident
syndicate underwritten by John

We can say with pride, we live up to
Our name. Because our name represents
our pledge that your investment in
property insurance will bring rangible
returns.

Darling and managed by Gresham
Underwriting Agencies Ltd.

It hopes to have a stamp capacity
of about 3.5 million pounds (§5.5
million) and will write mainly U K
business.

But, it also will write personal
accident coverage worldwide, in-
cluding a maximum of 35%-40%
U.S. business, Mr. Darling said.

® A professional liability syndi-
cate underwritten by David Lowe
and managed by Boncaster Ltd., a
sister company of underwriting
agency Christopherson Heath Lid.
(BI, Aug. 28).

® A non-marine syndicate un-
derwritten by Patrick Gage and
managed by F.L.P. Secretan & Co.
Ltd.

It will have a capacity of about 5
million pounds ($7.8 million) and
will write U.K. commercial short-
tail business (BI, Aug. 28).

® A non-marine syndicate spe-
cializing in British, Irish and inter-
national liability insurance.

The syndicate, which is expected
to have a stamp capacity of about
12 million pounds ($18.7 million),
will be underwritten by John
Murphy and managed by Bankside
Syndicates Ltd. (BI, Sept. 11).

® A non-marine syndicate un-
derwritten by John Ball and man-
aged by A.J. Archer & Co. Litd.

It is expected to start under-
writing when it reaches a minimum
premium capacity of 4 million
pounds ($6.2 million) in mid- to
late-October, said Archer Joini
Managing Director David Tudor
Williams.

It has been promised a total of 6
million pounds ($9.4 million) ca-
pacity, according to Mr. Williams.

® A non-marine excess-of-loss
reinsurance syndicate under-
written by Richard Jessel,

The syndicate will be managed
by London Wall Holdings P.L.C.
Mr, Jessel had proposed setting up
a new managing agency called
Gresham & Jessel Underwriting
Ltd. to manage the syndicate (BI,
Aug. 28).

However, ‘““the syndicate was
maore likely to be approved (by
Lloyd’s) if managed by London
Wall,” he said.

Your share in Protection Mutual’s loss
conrrol strategy becomes an outstanding
risk management value. Our team,
together with your team, will work to
minimize losses with engineering and

‘Lloyd’s losing Rawlins

The Lloyd’s of London market
will lose one of its more farsighted
executives when Peter J. Rawlins
leaves to becomes chief executive
at the International Stock Ex-
change in London Nov. 27.

Mr. Rawlins was managing
director of Lloyd's largest under-
writing group, Sturge Holdings
P.L.C.

At Sturge, and previously as a
personal assistant to former
Lloyd’s Chief Executive Ian Hay
Davison, Mr. Rawlins was at the
forefront of much new thinking in
the Lloyd's market.

He was a particularly ardent
supporter of increasing use of
computer technology and new
trading methods.

Mr. Rawlins had been deputy
chairman of the Lloyd's Under-
writing Agents Assn. and had
served on several Lloyd’s commit-
tees,

Unafraid of controversy, he
found fault with many London
market practices, and at the same
time he proposed constructive
methods of overcoming what he re-
garded as old fashioned, labor-in-
tensive or, often, illogical prac-
tices.

insurance services that work in practice,
not just on paper. You'll see ambitious
customer service from knowledgable
and experienced professionals. If you
suffer a loss, we’ll keep our end of the
bargain. For the person entrusted with
managing your company’s risk, we offer
unmatched services, unbeatable results.

It boils down to one word . . . protection.
With physical and financial protection,
we will secure the future of your business.

Dean E. Johnson
Chairman of the Board, President
and Chief Executive Officer

Protection. . . [ts OurWord.

B il

300 South Northwest Highway
Park Ridge, Illinois 60068

Comings & goings
Cliff Pearce promoted to a
director of Nicholson Chamberlain
Colls Financial Institutions Lid.
Callum Stewart appointed
chairman of C.E. Heath (North
America) Holdings Ltd., a new
holding company to coordinate the
activities of C.E. Heath (North
America) Ltd. and Heath North
American Reinsurance Broking
Litd. [ ]
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College of Ins

By MARK A. HOFMANN

NEW YORK—New York’s Col-
lege of Insurance, bolstered by a
new administration and increased
insurance industry support, is un-
dergoing a metamorphosis, say the
school’s trustees and its top ad-
ministrator.

Enrollment on both the graduate
and undergraduate levels has in-
creased for the first time since
1982, and is expected to increase
further with the addition of two
new master of business adminis-
tration degree programs.

In addition, a ‘‘leadership cam-
paign” that has not yet been offi-
cially announced already has
raised $1.7 million in cash and
pledges toward a three-year goal of
$4.5 million.

The largest single pledge to the

Enroliment, donations increasing

leadership drive came from the
New York-based Starr Foundation,
a philanthropic organization es-
tablished by
G. N, Stant,
whose opera-
tions in Shang-
hai, China, dur-
ing the early
part of this cen-
tury became the
basis of New
York-based
American Inter-
national Group
Inc.

The Starr Foundation pledged
$600,000 to the college over three
years, AIG Chairman Maurice R.

Mr. Greenberg

Greenberg recently announced.
Mr. Greenberg also serves as a
trustee of the college.

And, New York-baszd broker
Johnson & Higgins pledged
$300,000 for the same period, said
Robert V. Hatcher Jr., chairman
and chief executive officer.

The College of Insurance is ‘‘an
uncut diamond” offering such a
wide variety of courses—liberal
arts as well as insurance and gen-
eral business—that its name may
be changed in the future,” said Mr,
Hatcher, who has served as chair-
man of the college’s board of trust-
ees since June.

“T think we've got a great future.
We're all involved,” said Robert J.

Vairo, chairman and chief execu-
tive officer of Basking Ridge, N.J.-
based Crum & Forster Corp., a
subsidiary of
Stamford,
Conn.-based
Xerox Corp.,
and chairman of
the college
trustees’ plan-
ning committee.

Crum & For-
ster pledged
$150,000, as did
The Home Insur-
ance Co. of New
York, the college announced.

“The college is kind of going
through a renaissance,” agreed Ro-

Mr. Hatcher

“Canone pon-direct
reallybe difterent from

writer
the rest?

urance blooms

bert J. Smith Jr., president of
Alexander & Alexander of New
York Inc. and a trustee of the col-
lege.

“] suppose like a lot of institu-
tions, the college has had its ups
and downs. The college is very
much in a recovery mode,’" said
William E. Thiele, a college trustee
and senior executive vp of New
York-based Continental Insurance
Co.

“We've turned a corner,” said
Mr. Hatcher, giving much of the
credit for the school’s turnaround
to Ellen Thrower, who took over as
the school’s president on July 1,
1988.

Ms. Thrower, who had taught at
Drake University in Des Moines,
lowa, before assuming her current
position, attributed the college’s
renewed vigor to “‘active and com-
mitted” trustees.

Among other trustees elected in
June are: Norman A. Baglini, pres-
ident of Malvern, Pa.-based
American Institute for Property
and Liability Underwriters; Wil-
liam J. Flynn, chairman and chief
executive officer of Mutual of
America Life Insurance Co. in New
York; David A. Kocker, president-
commercial insurance division of
Aetna Life & Casualty Co. in Hart-
ford, Conn.; Richard M. Page,
chairman of Fred S. James & Co. in
New York; and Dennis B. Williams,
vp of General Re Corp. in Stam-
ford.

The college plans to launch two
new MBA programs early next
year.

One MBA program, in actuarial
science, is “designed for the people
in the industry with a strong un-
dergraduate foundation in mathe-
matics,” Ms. Thrower said.

The other MBA program will be
a non-residence program in risk
management.

Although some of the course
work will have to be completed at
the college’s New York campus,
some of the requirements would be
met by completing the Malvern,
Pa.-based Insurance Institute of
America’s program for the Associ-
ate in Risk Management designa-
tion, Ms. Thrower said.

“One of the areas we're concen-
trating on is actuarial science,”
because the insurance industry
needs more actuaries than are cur-
rently available, Mr. Vairo ob-
served.

The college also is concentrating
on attracting minority students to
insurance careers, noted A&A’s
Mr. Smith, who praised the col-
lege’s recently launched minority
honors program.

The program, which began this
fall, allows college juniors to spend
a semester at the College of Insur-
ance while taking part in intern-
ships offered by brokers and in-
surers (BI, Feb. 6).

Nine participating students are
spending 20 hours per week on the
job. A&A currently employs two of
the interns—one in its energy divi-
sion, and the other in its casualty
division.

The college also is reaching out
to overseas students, said Ms.
Thrower. Thirty-eight students

enced claims consultants, able to
expedite claims payments via wire
transfer direct to your account. Our
sophisticated actuarial services, sup-

Maybe you thought all non-direct
writers were pretty much the same.

Yet one delivers valuable, state-of-
the-art technical services — the kind

underwriting, And, all are accessible to
intermediaries and their ceding com-
panies. So when it comes time to
reviewyour reinsurance programs —

from 19 foreign countries currently
attend the college, with the major-
ity enrolled in MBA programs.
Japan, South Korea and the Peo-
ples’ Republic of China are the
countries with the largest repre-

only direct writers usually offer. ported by our unique statistical data-  remember. One non-direct writer brin sentation.
It's Allstate Re. Select us and you  base. Our expert loss control analysis.  superior technical services to the job. e ot chiehs
select more than a quarter-centuryof ~Each providesprecisely the information And that makes all the difference in bers about 1,400. Overall registr-

ation this fall represented a 12%
growth over that of last fall, said a
spokeswoman for the college. In
addition, MBA enrollment in-
creased by 62%, she said.

““] expect to see enrollment
broaden,” said Continental's Mr.
Thiele. . =

expertise: Our team of highly experi-  required for creative, comprehensive

the world. .
- Allstate

Allstate Insurance Company,
Northbrook, lllinois
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Murray named chairman of Minet unit

Richard H. Murray will assume
the duties of chairman and chief ex-
ecutive officer of New York-based
professional liability insurance bro-
ker Minet International Professional
Indemnity Ltd. on Jan. 1.

Mr. Murray, who previously was
executive director of Touche Ross In-
ternational, assumes the duties at
MIPI from Peter S. Christie, who will
remain chairman of parent company
Minet Specialty Management. Minet
Specialty is a unit of London-based
Minet Holdings P.L.C., which is a
unit of St. Paul Cos. Inc. of St. Paul,
Minn.

Mr. Murray will report to Mr.
Christie.

In other broker changes:

Vincent H. Trapani promoted to
chief of staff at American Business
Insurance Ine. in San Franecisco. Mr.
Trapani will remain senior vp and
chief financial officer.

Joel J. Buschmann named senior
vp of The Reeves Co. Inc., a unit cf
American Business Insurance Inc. lo-
cated in Lodi, Calif. He also will co-
ordinate surety operations for other
ABI Western subsidiaries.

Arthur J. Forenza Jr. promoted
to president and chief operating offi-
cer of Glanvill Special Risk Insur-
ance Brokers, the surplus lines bro-
kerage subsidiary of Jardine Emett &
Chandler Inc. Mr. Forenza, who will
be based in San Francisco, previously
was an executive vp.

Penn Independent Corp. and two
wholly owned subsidiaries, Penn-
America Insurance Co. and Delaware
Valley Underwriting Agency Inc. of
Hathoro, Pa., announced the follow-
ing changes: Charles Ellman named
vice chairman of Penn Independent
Corp. from executive vp of DVUA;
Leroy Ellman promoted to presi-
dent and chief operating officer of
Penn Independent Corp. from execu-
tive vp and chief operating officer;
Charles Conway promoted to presi-
dent and chief operating officer of
DVUA from senior vp; and Jon
Saltzman promoted to president and
chief operating officer of Penn-
America from executive vp.

Insurers

F. Herbert Brantlinger ap-
pointed first executive vp of
United Community Insurance Co.
in Albany, N.Y., a division of
Lawrence Group Inc. Mr. Brant-
linger had been vp-marketing with
the Hartford Insurance Group in
Hartford, Conn. .

Paul D. Curioli has been elected
regional vp and regional under-
writing manager at Arkwright
Mutual Insurance Co. He is
based in the Norwalk, Conn.,
office.

David M. Tilford named vp-ad-
ministration for the large group
services division of Blue Cross of
California in Woodland Hills,
Calif. Mr. Tilford most recently
was second vp and conversion
project manager in the group oper-
ations division of The Provident
Life & Accident Insurance Co. in
Los Angeles.

Anne Bossi and James G. Carl-
son named vps at The Prudential
Insurance Co. of America. Ms.
Bossi, vp-Southwestern group op-
erations, will be responsible for
employee benefit products in Ar-
kansas, Kansas, Louisiana, Mis-
souri, Oklahoma and Texas. She
is based in Houston. Ms. Bossi for-
merly was vp for corporate devel-
opment at Prudential-Bache Se-
curities Ine. in New York. Mr.
Carlson, vp-Western group opera-
tions, will be responsible for
Alaska, Arizona, California, Ha-
wail, Idaho, New Mexico, Nevada,
Oregon, Utah and Washington
state. He is based in Woodland
Hills, Calif., Mr. Carlson prev-
ously was vp-health care manage-
ment for Western group opera-
lions.

I Comings & goings: industry |

Reinsurance .

Michael S. Abesamis promoted
to vp for business development in
Southeast Asia from assistant vp at
Pearson & Georgi International
Inc. of Hoboken, N.J.

David W. Tritton promoted to
vp and branch manager of the
treaty division's eastern region at
American Re-Insurance Co. of
Princeton, N.J.

Excess/surplus

John A. Dunbar promoted to se-
nior vp of the wholesale brokerage
group of Markel,/Service Ine. in
Richmond, Va. He will direct the

company’s special risk, excess/sur-
plus and transportation divisions.
In addition, T. Davis Thrift and
Nancy A. Horn named vp of Mar-
kel Service's wholesale brokerage
unit. Mr, Thrift will assume Mr.
Dunbar's responsibilities as man-
ager of the special risk division.

Other suppliers

Lynn L. Schenck named execu-
tive vp of The Center for Corporate
Health Promotion in Reston, Va., a
Travelers Corp. subsidiary that
markets wellness and other health
care cost containment programs.
She had been a vp at Travelers.

Patricia M. Owens named vp in

the Tarrytown, N.Y., office of
Thomas L. Jacobs & Associates, a
third-party administrator specia-
lizing in disability claims and a
subsidiary of UNUM Corp. Ms.
Owens formerly was associate
commissioner for disability with
the Social Security Administra-
tion.

Margaret-Ann Cole named
manager of defined contribution
consulting services at Touche Ross
& Co. in New York. She formerly
was vp of communication and re-
cordkeeping services at Pension
Plan Co. in New York.

Charles W. Dawson named se-
nior vp-employee benefit consult-
ing services at Benetech Corp. in
Birmingham, Mich. Mr. Dawson
most recently was vp with Johnson
& Higgins of Michigan.

Michael J. Lewis named presi-

dent and chief operating officer at
August International Corp. in Or-
ange, Calif., a health care cost
management company. Mr. Lewis
formerly was chief financial officer
of Emulex Corp. in Costa Mesa,
Calif.

Mark A. Straus joined the
group/flex practice at The Wyatt
Co. in Los Angeles as a consultant.
Mr. Straus formerly was group
practice leader for Alexander Con-

-sulting Group in Los Angeles.

Terrence M. O’Brien promoted
to partner of Coopers & Lybrand in
Chicago.

Robert L. Posnak promoted to
national director of Ernst &
Young’s insurance industry group
in New York. Also at Ernst &
Young, Robert W. Stein promoted
to national director of actuarial
services. ]
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Referral service links buyers, vendors

Employers that do not have an in-
house risk management department
can now locate outside risk manage-
ment vendors through an indepen-
dent risk management vendor infor-
mation service.

Risk Management Referral Service,
based in Newport Beach, Calif,,
functions as an independent organi-
zation that links buyers with vendors
of risk management services.

It does not sell risk management
services.

“It's amazing that in a market this
big, the way risk managers still find
vendors is still very ‘catch if you
can, " said Andrew J. Cmiel, presi-
dent and chief executive officer of the
company.

“It's the kind of thing the market
desperately rieeds,” he said.

Mr. Cmiel explained the idea for
the service occurred to him because

| Products & services |

of his experiences at conferences like
those held by the Risk & Insurence
Management Society Inc.

“You've got 450 exhibitors hawk-
ing their wares, and risk managers
don't know which end is up,” he said.

Mr. Cmiel described the referral
service as an in-house information
source for buyers to use whenever
they want to.

“There isn't a catch. You have
buyers out there looking for the right
vendors and you have venadors out
there looking for buyers; all we Jo is
put them together,” he explained.

The service can be accessed by
mail, telephone or facsimile machine.

The buyer chooses the services he
or she specifically neecs from a

men, which is then compared to a
list of vendors that may fit the
bill.

The referral service has identified
34 major risk management sarvices
and has categorized the services into
seven vendor types:

® Corsulting services.

@ Cla:ms administration services.

® Medical cost containmeat ser-
vices.

® Group benzfit services.

® Automatec systems.

® Underwriting services.

@ Other services, including inter-
national specialities, structurec set-
tlement services, audits, recreation
safety programs, professional Habil-
ity specialties and legal cost contain-

ment.

Mr. Cmiel said the service usually
finds two or three close matches.
Then, a vendor miniprofile is sent to
the buyer and a copy of the service
request is sent to the appropriate
vandor or vendors.

Use of the referra: service is free
to buyers, and buyers are under no
obligation to use any of th=2 ven-
dors highlighted by the company.

Vendors pay the service a parcent-
age of the business they get through
the referral service.

Basically, “we are a marketing ve-
hicle for the vendors,” Mr. Cmiel ex-
plained.

Bat, he stressed, his service is more
than a directory for buyers.

“Ne follow up to see whether the
suggested vendors did contact the
Suyer, and we make sure everything
1s satisfactory,” Mr. Cmiel said.

Global war raged. Military

supplies, equipment and person-
nel, destined for far-off battlefields,
crisscrossed the country by train

and truck.

Then in 1946 peace came.
With the retumn of our soldiers
from Europe and the

Pacific, the U.S.
economy went
into a higher
gear, shifting
from pro-
duction of
military para-
phemalia to
the creation
of consumer
goods craved by
a hungry nation.
As brokersidl

Property and Liability insur-
ance for railroads and common
carriers, aviation and defense con-
tractors, Swett & Crawford helped
protect the materiel that helped
to win the war; and later worked
to secure the manufacturing,

transport and delivery of goods

that heralded our prosperity.

Today, nearly 50 years later,
Swett & Crawford, a leading whole-
sale broker and underwriter of
commercial fleet and transporta-
tion industry insurance, continues
to help America move ahead.

We also provide a broad array
of Property and Liability coverages
for manufacturers, builders, pro-
fessionals, energy companies,

retailers, bankers and transporters
across tne nation.

In a business where szaying
powerdzpends on superior
service, we are now celebrating
our 75th year. So if you need a
wholesale partner who can help
you compete more effectively, call
Nancy Oblinger at (213) 251-1223.
She'll seer the power of Swett &
Crawford in your diractior.

Serving independent agents and brokers

nationwide through the 40 offices of Bowes &

Headquarters: 3693 Wilshire Bculevard, Los Angeles, CA 90010

Company, Joan H. Crowther, Inc., Fort Hill
insurance Agency, | West Insurance Managers,
Qwooert S. Martin Corp., Montgomery General
Agency, Dana Roehrig & Associates and
Swett & Crawford

Swett & Crawford

Seventy-five years of superior
service to agents and brokers

©1989 Swett & Crawford

For more information, contact An-
drew J. Cmiel, President, Risk Man-
agement Referral Service, P.O. Box
8104, Newport Beach, Calif.; 714-
768-0334.

Aetna expands D&O

Aetna Casualty & Surety Co. is
extending its Independent Directors
Liability policy to provide coverage
for all members of qualified corpo-
rate boards.

The IDL policy previously was
available only to outside or non-man-
agement directors and was tailored to
specific non-indemnifiable risks,
such as shareholder derivative suits,
said Stephen Sills, director of under-
writing-financial institutions.

The extended policy is designed to
enhance rather than replace tradi-
tional D&O liability coverage, and it
indemnifies all directors and officers
for personal financial loss up to
limits of $10 million.

The policy covers such exposures
as hostile takeovers, leveraged
buyouts and failure to maintain in-
surance—all of which are excluded
from standard D&O policies.

In addition, the policy advances
defense costs rather than reimbursing
them.

The extended policy was developed
in response to increasing corporate
board vulnerability created by the
pervasive merger/takeover environ-
ment, Mr. Sills explained.

Among the exclusions are crimi-
nal acts and bodily injury/property
damage.

The policy, which is written on a
claims-made basis, also includes a
one-year automatic extended disco-
very period, or tail coverage, if it
is not renewed.

Premiums, which are determined
according to the policyholder’s asset
size, start at $10,000 per $1 million of
coverage.

The IDL policy is available
through independent agents and bro-
kers in most states except Florida, In-
diana, North Carolina, New York,
Ohio, Virginia and Wisconsin.

For more information, contact Ste-
phen Sills, director of underwriting-
financial institutions, Aetna Casualty
& Surety Co., 82 Hopmeadow St.,
P.O. Box 2002, Simsbury, Conn.
06070; 203-244-8922.

Strike, tamper policies

Johnson and Higgins is now mar-
keting two previously difficult-to-
obtain coverages: strike insurance
and malicious product tamper insur-
ance.

The strike insurance policy, under-
written by syndicates at Lloyd’s of
London, indemnifies policyholders
for 90% of all losses attributable to
strikes by parties other than employ-
ees, such as suppliers, up to $10 mil-
lion.

Premiums vary according to the
type of company insured.

The product tamper insurance
“protects against losses from either
an actual or threatened product con-
tamination, including loss of income
from decreased sales, the costs of re-
call and the costs of rehabilitating a
product’s damaged reputation,” a
J&H spokesman said.

The policy is underwritten by
Lloyd's underwriters and American
International Underwriters, a unit of
American International Group Inc.
Limits of up to $30 million are avail-
able.

Exclusions include unintentional
contamination.

Policyholders also receive for no
extra charge consultation in loss
prevention, anti-terrorist measures
and crisis management.

For more information, contact
Dan Bartonick, Manager-New York
property department, Johnson &
Higgins, 25 Broad St., New York,
N.Y. 10004; 212-574-8523.

Continued on page 24



Did your meter run out of postage? Should  the phone, to supplying mailroom furniture.
you go with bar coding or pre-sorting? If some- With Pitney Bowes, you not only get every-
thing in your mailroom breaks down, how long  thing you need, you also get it integrated through
does it take to get it serviced? one single source. And if anything should ever

If you want to avoid aggravation, go wrong, you have the confidence
do what over 1,000,000 companies WE "T of having a service force of over
have done. Call Pitney Bowes. No 3,000 technicians at your beck and
other company can provide you with Tn Kuow call. |

everything you need for a modern, So if you want the most reliable
trouble-free operation. “m company in the mailroom business to

From state-of-the-art equipment BE'I"I'EB work for you, call 1-800-MR. BOWES,
[ ]

systems to everyday mailing supplies. EXT. 1036. You'll get everything you
From supplying postage instantly over need. Except aggravation.

E= PitneyBowes
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Products & services

Continued from page 22
Peer review costs

An architects and engineers pro-
fessional liability insurer will fully
reimburse its policyholders for the
cost of operational peer reviews.

The new peer review reim-
bursement program offered by De-
sign Professionals Insurance Co. of
Monterey, Calif., replaces the DPIC
peer review credit program that had
awarded policyholders a one-time,
5% premium reduction.

DPIC, a unit of Orion Capital
Corp., markets architects and engi-
neers professional liability insurance
underwritten by Orion units Security
Insurance Co. of Hartford, The Con-
necticut Indemnity Co. and DPIC.

The reimbursement program, ad-
ministered by the American Consult-
ing Engineers Council, is available in
all states except Nebraska, Alabama

and Georgia, where the previous peer
review credit program remains in
place.

“QOur goal is to promote wider par-
ticipation in organizational peer re-
view because we are convinced that
this process can reduce a design pro-
fessional's exposure to loss,” ex-
plained Bernard P. Engles, senior vp
of DPIC.

“Therefore, DPIC Cos. will now
fully reimburse its policyholders for
the cost of the review, up to a maxi-
mum of $6,000.”

An operational peer review as-
sesses a company's policies and pro-
cedures pertaining to overall man-
agement, business development,
human resources, financial manage-
ment, project management and main-
tenance of technical competence.

Reviews take between one and
three days depending on a company's
size.

To initiate a peer review, an in-
terested firm must contact the ACEC,
which sends a communications pack-
age containing:

e Application forms.

® A Reviewer Profile Report con-
taining background data, such as the
prospective reviewers’ discipline,
firm location and size.

e A brochure explaining the re-
view process.

® A manual detailing the s:x areas
to be reviewed.

After completing the application
form, the firm selects several pos-
sible dates for a review as well as a
reviewer.

The ACEC program administrator
also may select the reviewer based on
eriteria set by the company being
studied.

After the review, a verbal report
of the review findings—which are not
compared to other companies or na-
tional standards—is issued to the
firm along with all notes and back-
ground material.

Review fees for ACEC member

firms are: $125 plus $25 per reviewer
per day, as well as all reviewer ex-
penses, including travel and meals.
Non-member firms pay $250 plus $50
per reviewer per day, plus expenses.
The organizational peer review
program has been endorsed by sev-
eral insurers and industry associa-
tions, including the American Insti-
tute of Architects and the National
Society of Professional Engineers.
For more information, contact Pam
Frye, Peer Review Director, Ameri-
can Consulting Engineers Council,
1015 15th St. N.W., Suite 802, Wash-
ington, D.C. 20005; 202-347-7474.

Disability policy

UNUM Life Insurance Co. is now
offering an individual disability in-
surance program for small business
owners between the ages of 18 and

60.

The CUSTOMAX Owner-Manager
policy is targeted to full or partial
owners of commercial, industrial,
manufacturing and retail businesses

ESSEX

INSURANCE COMPANY

Rated B+Y

by A.M. Best Gompany

Approved, non-admitted
in 45 states and
the District of Columbia

- Primary General Liability
- Excess General Liahility
« Auto Physical Damage

Alabama
Cooney, Rikard & Curtin, Birmingham

- Property

« Inland Marine

« Motor Truck Gargo

TSR
General Agents

Ilincis
Don R Jensen & Company, Chicago
McAlear of Hlinois, Inc., Chicagy

Innovative ters, National Risk Management, Chi
North Alabama Insurance, Inc., Florence W. W, Vincent & Company, Chicago
The Gulf Agency, Montgomery Ex-Plus 3

Arizona i Underwriters, Liste
Allied General Agency, Scottsdale Clark & Associates, Palatine

Skanco International Ltd., Soottsdale

Interstate Risk Placement, Peoria
Indiana
Donaldson, Morford & C Inc,
Indianapolis )
J. M. Wilson Corporation, New Haven
‘Surplus Insurance Brokers, Inc., South Bend
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Baboock Underwriters, Inc., Des Moines

Hollywood
Western Security Surplus Insurance, McAlear Associates, Inc., Overland Park
Pasadena Med James, Inc., Shawnee Mission
Market Action Insurance Agency, San Diego Market Finders Insurance, Louisville
Market Action Insurance Agency, San Louisiana y
Francisco Management Corporation, Baton
Western Security Surplus Insurance, San
Francisco

Coastal Brokers Insurance Services, San

Minnesota Pennsylvania
Bjornson/Sentinel MGABS, Bloomington Delaware Underwriting, Hatboro |
Erickson:Larsen, Inc., Brooklyn Atlantic Star Corporation, King of Prussia
J. H. C. Insurance Group, Inc., Minneapolis Market Finders Corporation,
Robert A. Schneider Agency, Inc., Pit
Minnetonka Atlantic Star tion, Pittsburgh
Blackburn, Nickels & Smith, Minnetonks Horan, Goldman & Company, Rosemont
Pennock , Inc., Upper Darby
Agency Enunmen t Corporation, Jackson Rhode )
':] ippi Insurance M g, Inc, Excess Insurance Underwriters, Providence
Striclland General Agency, Jackson Columbia Underwriters, Inc., Columbia
Missouri Market Insurance Corparation
mhunmm Services, Jefferson Ci Greenville
, Crodale, MeAdoo, Inc., Snrngdd Tennessee
Commercial Insurance Underwriters, Insurance
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LJ. , Spri erican ters,
W{uk%nmﬁ,w& MNashville
Gresham and Associates, Nashville

Montana

Rocky Mountain General, Great Falls
Nebraska )

Baboock Underwriters, Inc., Omaha

New Mexico
ADCO General Corporation, Al
New Mexico Surplus Lines, Inc,,
New York
Green Mountain Agency, New Windsor

Ramon
Market Action Insurance Agency, Santa Ana
Colorado
ADCO General Corporation, Denver
Florida

Strickland General %:nhg Norcross

Continental Special Roswell
Hawail

Triad Insurance Agency, Honolulu

Massachuaetts
H. T, Bailey Insurance Agency, Arfington
Exsure, Boston
XS Brokers Insurance Agency, Inc., Quincy
Maryland )
Horan, Goldman & Company, Columbia
Landers, Minner Us

, Columbia
McAlear Associates, Inc., Grand Rapids

Cameron M. Wilson, Kalamazoo
J. M. Wilson Corporation, Portage

North Carolina
Jackson Sumner & Associates, Inc., Boonie
Commercial General/E&S, Charlot-e
Thpco Underwriters, Inc., Graham

North Dakota
Blackburn, Nickels & Smith, Inc., Bismarck
Bjornson/Sentinel MGA, Fargo

Ohio
Exsure Midwest, Cincinnati

Central Insurex Agency, Van Wert
. Waaurvile

Oklahoma General , Oldahema City

W%tlpha!m. Bradley & James, Oklahoma
ALy

George Knight & Associates, Tulsa

Lloyds Genaral Insurance, Tulsa

Oregon
Ron Rothert Insurance, Inc., Portlend
“Tobey & Company, Fortland

A Subsidiary of Markel Corporation

Vermont
Green Mountain Agency, Inc., Rutiand

kel Service, Inc., Richmond
U S. Financial Group Agency, Richmond

‘Washington
Cochrane Griffin & Company, Inc., Bellevue
Ece
Ron Insurance, Inc., Seattle
West
Exsure Inc., Wheeling
Wisconsin
J. M. Witson Corporation, Madison
Specialty Lines Underwriters, Milwaukee
American X/S Underwriters, Pewaukee

sgate of Wyoming, Casper

who spend 20% or less of their time
performing manual labor.

“Knowing that most small busi-
ness owners occasionally perform
some manual duties—or supervise
employees who do—we developed the
CUSTOMAX Owner-Manager pol-
icy,” explained Cheryl A. Stewart,
second vp in UNUM's individual dis-
ability market/product development
department.

“For years, small business owners
who do any manual labor on the job
have had great difficulty purchasing
top of the line disability coverage,”
she said.

CUSTOMAX benefits are com-
puted according to the individual
policyholder’s income level and fi-
nancial needs and flexible plan de-
signs are available, said Jane Lan-
gelier, individual disability product
manager. Premiums are set accord-
ingly.

CUSTOMAX is available through
UNUM’s offices in all states except
Minnesota, New Jersey, New York,
Pennsylvania, South Carolina, Vir-
ginia and Iowa.

For more information, contact Jane
Langelier, Individual Disability Man-
ager, UNUM Life Insurance Co., 2211
Congress St., Portland, Maine 04122;
207-770-8022.

Books/videos

“European Insurance Strategies,”
published by Evandale Publishing
Ltd., gives insurance buyers, insurers
and brokers monthly updates on de-
velopments affecting insurance mar-
kets as trade barriers fall between
European Community nations.
The newsletter also provides detailed
analyses and studies of successful
businesses, focusing on their strate-
gies and tactics. The normal sub-
scription rate to “‘European Insur-
ance Strategies” is 315 pounds ($580).
However, a reduced rate of 285
pounds ($525) is available for a lim-
ited time. Contact Evandale Publish-
ing Ltd., Oriel Buildings, Suite 17, 10
Margaret St., London W1N TL.E,
United Kingdom.

The “Law of Chemical Regulation
and Hazardous Waste,” published by
Clark Boardman Co. Ltd. of New
York, helps risk managers and their
attorneys see their way through the
complex maze of environmental
regulations. The volume is part of
the Environmental Law Series that
also includes “Managing Environ-
mental Risk: Real Estate and Busi-
ness Transactions,” “Law of En-
vironmental Protection” and “Law of
Toxic Torts.” Purchasers of “Law of
Chemical Regulation and Hazardous
Waste'" receive periodic page revi-
sions reflecting the latest statutory,
regulatory and judicial develop-
ments. The publication, which costs
$185, is available for a free 30-day
examination. For information on
other volumes in the series or to
order, contact Clark Boardman Co.
Ltd., 435 Hudson St., New York, N.Y.
10014: 800-221-9428 outside New
York; 212-645-0215 inside New
York; or fax to 212-924-0460.

Two new health care training
videos from Industrial Training Sys-
tems Corp. teach employees how to
handle chemicals and waste in
the hospital environment. “Keep-
ing Health Care Healthy: Handling
Chemicals in the Hospital Environ-
ment” introduces hospital employees
to the Occupational Safety and
Health Administration's newly ex-
panded hazard communication
worker right-to-know regulations.
“Waste Handling Practices in the
Health Care Industry,” videotaped in
a hospital environment, discusses the
five major waste streams: chemical,
infectious, pharmaceutical, radioac-
tive and general. “'Keeping Health
Care Healthy” runs 23 minutes and
“Waste Handling” runs 22 minutes.
Both videos cost $495 and are avail-
able in various video formats, includ-
ing half-inch VHS and Beta formats.
For more information, contact Doug
Batezel, Industrial Training Systems
Corp., 9 E. Stow Road, Marlton, N.J.
08053; 609-983-7300 or 800-727-
2487. [ ]
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Introducing “Liberty For All”
Now your employees can pay for their auto, home and life insurance through convenient payroll

deductions. All claims or questions regarding coverage or e oy — =
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services are handled directly between Liberty Mutual | Director of Mass Merchandising, Liberty Mutual |
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Brownvyard is poised
for thevg()'SZ ’

Another hard market? Renewal
problems? No new submissions?
That's what experts see on the
horizon. However, for three
decades, in soft and hard cycles,
Brownyard has offered stability.
And we are poised to continue in
the 90's. Check us out on thee
of the toughest risks you'll be
asked to cover. We'll respond
with quotes from A+ (Class XV)
companies.

THE BROWNYARD
GROUP

20 Fourth Ave, CNS175

Bay Snore, New York 11706-9175

In NY: (516) 666-5050, Outside: (800) 645-5820
FAX: (5161 666-5723

Time Warner taps
Mallia to oversee
risk management

| Comings & goings: buyers |

Joseph C. Mallia has been
named director of corporate risk
management at Time Warner Inc.
in New York. In this newly created
position, he will oversee the com-
bined risk management depart-
ments of Warner Communications
Inc. and Time Inc., which are
merging to form a multinational
publishing and entertainment con-
glomerate. Mr. Mallia reports to
Glenn A. Britt, vp-finance and

~ Whenitcomestohealthcarefadii

When you're looking for a company to insure your healthcare
facility, its important to find one that can keep you covered.

The Medical Professional Division (MPD) of American Home/
National Union was created to serve the special needs of health-
care facilities like yours. We offer both primary and excess general
and professional liability coverages with some of the highest limits
available. So, we're able to custom-design innovative programs
while providing comprehensive claims and risk management ser-

vouneedalotmorethan s

vices that can help you respond in most any situation.

We've staffed MPD with doctors, nurses, lawyers, and medical
underwriting and claims specialists. Their expertise, coupled with

COverage,

the A+ Best’s ratings of American Home and National Union, pro-

vides the security you need to meet the changing demands of a

volatile incustry.

Street, New York, NY 10270.

American Home Assurance Company/National Union Fire Insurance Company of Pittsburgh, P

So, whether your fadility is a single hospital or 2 multilocation
healthcare provider, have your agent or broker contact American
Home/National Union Medical Professional Division at 70 Pine

We keep healthcare facilities covered for the long term.

L] L] L]
American Home,/National Union

Member Companies of American International Group, Inc.

treasurer. Previously, Mr. Mallia
was director of risk management
for Warner Communications. Prior
to that he was a senior consultant
with EBASCO Risk Management
Consultants Inc. in New York. Mr.
Mallia received a bachelor of busi-
ness administration degree from
St. John's University in Jamaica,
N.Y. He holds the Certified Prop-
erty & Casualty Underwriter des-
ignation and is a member of the
Society of CPCU. He also holds the
Associate in Risk Management des-
ignation and has taught insurance
and risk management courses at
The College of Insurance in New
York.
* % %

Carol S. Barnes, 43, named risk
manager of Entertainment One Inc.
in Houston. In this newly created
position, she oversees property/ca-
sualty insurance, risk control and
safety for the recently reorganized
company, which manages 34 res-
taurants and lounges. Ms. Barnes
reports to Maria Attilio, chief
financial officer. Prior to joining
Entertainment One, Ms. Barnes
was risk manager of United Gas
Pipe Lines Co. in Houston. She
received the Associate in Risk
Management designation and is
a deputy member of the Risk
& Insurance Management So-
ciety. ‘

[ as‘!;..,ii.__..y %
Ms. Kelley

Ms. Nuckols

Karen F. Nuckols, 29, named
senior insurance administrator at
Reynolds Metals Co. in Richmond,
Va. In this position, she is respon-
sible for managing the insurance
and claims of Reynolds’' blanket
property, ocean cargo, marine and
aviation programs. She reports to
R. Kemper Smith, manager of in-
surance administration. Prior to
joining Reynolds, Ms. Nuckols held
marketing and claims positions
with Alexander & Alexander of
Virginia Inc. in Richmond. She
holds a bachelor of business ad-
ministration and management de-
gree, with specialization in insur-
gnge, from Virginia
Commonwealth University in
Richmond.

Also at Reynolds Metals Co.,
Vicki Kelley named insurance ad-
ministrator. In this position, she
administers the company's bond
program, self-insured workers
compensation programs and vari-
ous special coverages. She reports
to R. Kemper Smith, manager of
insurance administration. Ms. Kel-
ley, who joined the company in
1979, previously served as a secre-
tary within the risk management
department.

L ]

We'd like to report on staff changes
in your company’s risk manage-
ment, safety and employee benefits
departments. Just drop a note to
Paul Winston, Copy Editor, Busi-
ness Insurance, 740 N. Rush St.,
Chicago, Ill. 60611-2590, or call
312-649-5442. Please send a photo-
graph, too. '



Only eleven insurance groups in the United-Statés enjoy
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GENERALI (The General Insurance Company of Trieste and Venice).
One Liberty Plaza, New York, N.Y. 10006
' Tel. (212) 602-7600
Chief Executive Officer, Giorgio Balzer

In Business Since 1831 * In U.S. Since 1952

GENERALI You cannot find better security. Anywhere.




@O / DUSINEssS Irsurance, JOLLOLTL 1L, LJ0d

Unit targets firms without risk manager

Markets

Corporate Policyholders Council
Inc. in Park Ridge, Ill, has formed
a new unit to provide risk manage-
ment services to companies that do
not employ a full-time risk manager.

Duncan Randall, a former risk
manager, is director of risk manage-
ment service for the new unit, called
CPC Risk Management.

“We see a great market out there.
A number of companies need risk
management services and have con-
sidered hiring a risk manager but feel
that they don’t have enough activities
to keep somebody active on a full-
time basis,” Mr. Randall explained.

“We are able to manage their risk
management program with our staff
of professionals at probably one-fifth
the cost of hiring a full-time risk
manager and at the same level of
competency,” he said.

CPC Risk Management is target-
ing as clients companies with an-
nual property/casualty insurance
premiums ranging from $500,000 to
$2 million.

While concentrating on companies
in the Chicago area now, CPC Risk
Management eventually expects to
expand nationally.

Mr. Randall most recently was
director of risk management for Ho-
mart Development Co., a real estate
management and development firm
in Chicago. Prior to that, he was vp-
corporate insurance for Aon Corp. in

Chicago.
EXCESS &

‘“ SURPLUS

—— e

COONEY, RIKARD & CURTIN, INC.

P. O. Box 59689
Birmingham, AL 35259-9689

(205) 870-77%0
1-800-824-1709 US

PROPERTY

For more information, contact
Duncan Randall, Director of Risk
Management Service, CPC Risk Man-
agement, 1460 Renaissance Drive,
Park Ridge, Il1. 60068; 312-298-1770.

New EIL insurer

Front Royal Group Inc. of
McLean, Va., has formed a new
stock property/casualty insurance
company subsidiary that will spe-
cialize in environmental impair-
ment liability insurance, particu-
larly for underground storage tank
owners and operators.

The new Virginia-domiciled in-
surer, the Front Royal Insurance
Co., has initial combined capital
and surplus of $6 million and is
seeking regulatory approval in all
other states.

The company has arranged quota
share reinsurance treaty support
through domestic reinsurers that
have combined policyholder sur-
plus exceeding $1 billion.

“Qur ability to attract quality
domestic reinsurance support for a
start-up operation is evidence of
our management team’s solid un-
derwriting plan and operational
expertise,” said John J. Metelski,
chairman of Front Royal Group.

The insurance company will
offer owners and operators of un-
derground petroleum storage tank
systems EIL claims-made coverage
of up to $1 million, with $1 million
to $2 million in aggregate cover-
age, in accordance with U.S. En-
vironmental Protection Agency re-
quirements.

In addition to underwriting and
administering claims, the company
will also provide ‘‘ongoirg risk
management services to assist poli-
cyholders in complying witk. tech-
nical upgrading requirements,"
Mr. Metelski pointed out.

The company will introduce ad-
ditional environmental insurance
products as different underwriting
opportunities are explored and re-
insurance support obtained, he
added.

For more information, contact
Myra Anderson, Front Royal
Group Inc., 7900 Westpark Drive,
A300, McLean, Va. 22102; 703-
893-0900.

Aetna buys HMO

Aetna Life Insurance Co has ac-
quired Delta Health HMO Inc., a
New Orleans-based health mainte-
nance organization.

Delta Health will be managed by
PARTNERS National Health
Plans, which will market the plan
under the name PARTNERS
Health Plan of Louisiana.

PARTNERS National Healtn
Plans is a joint venture of Aetna
Life Imsurance Co. and VHA En-
terprises Inc., a subsidiary of Vol-
untary Hespitals of America Inc.

Partners Health Plan of Louisi-
ana, an individual practice asso-
ciation HMO, will provide medical
care to members in seven New O:-
leans parishes through about 625
physicians and six area hospitals:
East Jefferson General Hospitzl,
West Jefferson Medical Center,

Touro Infirmary, Slidell Memorial
Hospital, St. Tammany Parish
Hospital and Pendleton Memorial
Methodist Hospital.

“3ince PARTNERS (National
Hezlth Plans) was launched four
years ago, we've grown nationwide
to 2.5 million members," said Deke
Ellwanger, executive director of
PARTNERS Health Plan of Louisi-
anz. “That is a clear tribute to the
strength of our provider network."

For more information, contact
Dexe Ellwanger, Executive Direc-
tor, PARTNERS Health Plan of
Louisiana, 3838 N. Causeway
Blvd., Suite 1919, Metairie, La.
70002; 214-504-4344.

Atlantic Mutual unit

New York-based Atlantic Mu-
tual Insurance Co. has created a
new unit that specializes in devel-
oping and marketing property/ca-
sualty insurance programs for
groups, associations and fran-
chises.

The new group marketing unit
can arrange property/casualty,
auto, umbrella and workers com-
pensation insurance programs for
members of trade and professional
associations, religious denomina-
tions, franchise operations and
prchasing groups.

“‘Currently, we insure nearly 30
groups, including more than 45,000
policyholders," said David A. Jor-
dan, manager and head of the new
unit. “With this new unit, we are
sharpening our corporate focus on
this business line.”

For more information, contact
David A. Jordan, Manager-Group
Marketing, Atlantic Mutual Insur-
ence Co., 430 Mountain Ave., Mur-

ray Hill, N.J. 07974; 201-771-0660.

Associated Insurance

Associated Insurance Cos. Inc. of
Indianapolis acquired three Dal-
las-based group life and health in-
surance companies from American
General Corp. of Houston.

The acquisition reinforces the
company's plan to diversify its
product line and expand geogra-
phically, said L. Ben Lytle, presi-
dent and chief executive officer of
Associated.

The acquired companies will
maintain their agency relation-
ships throughout the South and
West and there are no plans to re-
locate the Dallas offices, according
to Mr. Lytle.

Associated will pay up to $195
million for the three units, collec-
tively called American General
Group Life Insurance Cos., and the
transaction should be completed
by year-end, said James S. D'Agos-
tino, Jr., vp and treasurer at
American General.

American General's divestitures
are part of the company's “overall
strategy to focus on the marketing
of products and services directly to
the consumer”’ rather than through
independent agents and brokers,
Mr. D'Agostino said.

Kendall merges

Rochester, N.H.-based agency
Kendall Insurance Inc., the 44th-lar-
gest U.S. broker, plans to merge with
New York-based Corroon & Black
Corp., the fifth-largest broker in the
United States.

“Kendall is a well-established

Continued on page 30
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agency that has gained national
recognition for expertise in the
specialized field of ski resorts and
related business,” said Richard M.
Miller, president and chief execu-
tive officer of Corroon & Black.

The merger will “enhance Cor-
roon & Black’s penetration of a re-
gion and an industry that hold ex-
cellent potential for growth,” he
said.

Kendall also provides risk man-
agement services for commercial
clients and designs and adminis-
ters self-insured employee benefits
and workers compensation pro-
grams.

Corroon & Black posted 1988
gross revenues of §425 million,
while Kendall had $13.7 million in
gross revenues in 1988 (BI, June
26).

The Kendall Agency, founded in
1867, has 165 employees.

Consultant acquired

Independent commercial insurance
brokerage Engler, Hundhausen &
Lockos Insurance Group Inc. has ac-
quired Insurance Management Group
Inc., a St. Louis-based consulting
firm that specializes in developing
custom programs for franchise net-
works and associations.

Engler, also based in St. Louis,
offers risk analysis, program devel-
opment, financing as well as insur-
ance placement for associations and
non-profit organizations, distributors
and firms in the construction, manu-
facturing and health care industries.

IMG, begun in 1983, set up pro-
grams for franchise networks includ-
ing Sparks Tune-Up centers, Car-X,
Speedy and Meineke muffler shops.

“By acquiring IMG, our organiza-
tion can boast exceptional knowledge
in the automotive aftermarket and
other automotive services,” said J.
Curtis Engler, EHL chairman and
chief financial officer.

Jeffrey A. Combs, former president
of IMG, will be senior vp-franchise
program development at EHL.

Benefits merger

Miller Mason & Dickenson Inc., an
employee benefits consulting subsidi-
ary of Aon Corp., will acquire Clay-
ton, Mo.-based Compensation Man-
agement Inc., a benefits firm
specializing in general consulting and
administration of qualified benefit
plans.

CMI will continue to service and
expand its own client base, said Dan-
iel T. Cox, president of Chicago-
based Miller Mason & Dickenson.

“CMI is a dominant factor in its
profession for mid-size companies
within the St. Louis area” and will
further enhance “our ability to pro-
vide a wide range of professional
benefit services to our clients nation-
wide,” Mr. Cox said.

Paul Robberson, president of CMI
and one of its founding principals,
will become a managing director of
Miller Mason & Dickenson and con-
tinue to manage the St. Louis opera-
tion.

Poe acquisition

Tampa, Fla-based Poe & Associ-
ates Inc. will acquire the business
of Insurance Administration Center
Inc.

1AC, based in Park Ridge, Ill, acts
as the insurance consultant and plan
administrator for the National Assn.
of Wholesaler-Distributors and its
member associations.

“We are delighted with this join-
ing of forces because it will bring
increased capacity and capability in
serving our members,” said Dirk Van
Dongen, president of NAWD.

“The addition of this professional
group considerably enhances Poe's
position in the area of association
and affinity group insurance market-
ing,” noted William F. Poe, chairman

of Poe & Associates, the 15th-largest
U.S. insurance broker with 1988
gross revenues totaling $35.1 million.

IAC President Robert L. Larsen
will remain on staff, he added.

Surplus lines

Providence, R.I.-based PW
Group, a group of independent
property/casualty insurers, has
formed PWN Underwriting Man-
agers Inc., located in Boston.

The new company will serve as a
surplus lines management division
of the PW Group and will special-
ize in traditional property-
oriented surplus lines products as
well as in programs for the mort-
gage banking industry.

For more information, call
Christopher C. Dawson, president,
PWN Underwriting Managers Inc,,
4 Liberty Square, Boston, Mass.

02109; 617-482-0600

New wholesaler opens

Delta States Underwriters Inc., a
new managing general agent in
Metairie, La., will offer *'a com-
plete line” of coverages and other
services to insurance agents pri-
marily in Mississippi and Louisi-
ana, as well as in other Southern
states.

“The knowledge and experience
offered by our staff combined with
the range of insurance companies
we represent will be a major re-
source for insurance agents
throughout the region,” said Presi-
dent C. Russell Wilson Jr.

Mr. Wilson, who has worked in
the insurance industry for nearly
20 years. most recently served as
vp and general manager of Ameri-
can Guardian Insurance Un-
derwriters of Dallas.

Delta States Underwriters is lo-
cated at 111 Heritage Plaza, Suite
1424, Metairie, La. 70005; 504-

832-7922.

Trucking risk specialty

Burnett Insurance Corp. of Mis-
sissippi in Jackscn is a new agency
specializing in insurance for the
transportation industry.

The agency also will offer a com-
plete line of commercial insurance
coverages, but it has determined
that it “could fill a neec in Jack-
son’s insurance market for an
agency specializing in trucking
coverages,”’ expiained Terry Bur-
nett, president of parent company,
Burnett Insurance Corp.

The new agency is located at 807
Northside Drive, Clinton, Miss.
The mailing address is P.O. Box
397, Jackson, Miss. 39205.

Skandia expands

Skandia International Holding
A.B. is beefing up its U.S. presence
with the purchase of the Charter
Grosd4up in Dallas.

The Charter Group includes
managing general agent Charter
General Agency Inc.: excess and
surplus lines broker Charter Spe-
cial Risks Inc.: Monarch Premium
Financing Inc.. a premium finance
company; and Charter Indemnity
Co. Inc., a property/casualty in-
surer. All the companies are based
in Dallas.

The purchase, for an undisclosed
sum, is subject to regulatory ap-
provals and is expected to be fina-
lized by the end of the vear, ac-
cording to a spokeswoman for
Skandia, which is a unit of inter-
national insurer and reinsurer
Skandia Group of Stockholm,
Sweden.

The purchase “is consistent with
our strategic plan to increase our
presence in the U.S. direct insur-
ance market by acquiring insur-
ance facilities with strong posi-
tions in their respective markets,”
explained Arne Benroth, executive
vp of Skandia International.

Continued on next page
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.al 708 to reach
—Chicago suburbs

Callers trying to reach insurers, consultants and
colleagues in the Chicago suburbs may find their
patience wearing thin late this fall.

Beginning Nov. 11, all suburban Chicago tele-
phone numbers will change to area code 708 from
area code 312.

However, the phone company has announced
that it will allow a limited grace period during
which it will complete ezlls to suburban locations
made using either area code,

But, in December, the unconnected calls and rec-
ordings begin for callers using the wrong area
code.

The phone company explains that the change is
necessary because it has run out of prefixes to give
customers.

To avoid months of annoying telephone record-

ings, start updating your Rolodex now.

Holly Seguine

Continued from previous page
MBIA acquires BIG

MBIA Inc. has reached an agree-
ment in prineiple to buy all the
common stock of Bond Investors
Group Inc., parent of Bond Inves-
tors Guaranty Insurance Co., for
about $275 million in cash.

BIG is jointly owned by Ameri-
can International Group Inc.,
Bankers Trust New York Corp.,
Government Employees Insurance
Co., Salomon Inc. and Xerox Cre-
dit Corp., each of which controls
20%.

MBIA has about a 37% share of
the municipal bond insurance in-
dustry, while BIG has a 13% share,
according to an MBIA spokesman.

The agreement, which may be
consummated by year-end, subject
to regulatory approvals, calls for
MBIA to reinsure BIG’s $30 billion
municipal bond insurance portfo-
lio.

BIG will cede its unearned pre-
mium reserve and contingency re-

And watch the steadiest team in the i
go to work for you.

ndustry

Find out how we can meet your challenge. Have your agent,

broke - consultant call their Mass Mutual Group Representative
toie  ‘omorrow. We'll be here. We'll meet your challenge.

MassMutual
Life & Health Benefits Management

serves to MBIA.

The acquisition will give MBIA a
capital base of $650 million and
policyholders’ reserves of about
$1.5 billion.

The spokesman noted-there are
no significant differences between
MBIA’s and BIG's bond portfolios.

BIG has about 90 employees,
some of whom may be offered em-
ployment at MBIA depending on
staffing needs, according to the
MEIA spokesman.

Robert Barbanell, managing
director of BT Securities, a Bank-
ers Trust unit, said BIG's owners
decided to sell its stock because of
differing views among them on the
direction of the insurer's business.
He would not elaborate further.

New claims manager

Claims Service Corp. of America
has been formed by a group of in-
surance and claims executives in
Richmond, Va., to perform inde-
pendent claims adjusting, claims
management and auditing services.

Roy C. Hinton, president, said he
and four other partners who had
been affiliated with other claims
service companies wanted to form
a smaller operation in Richmond.

The company plans to eventually
have 25 offices in the Mid-Atlantic
states, he said. Currently, about 19
employees work in offices in Vir-
ginia and Maryland.

For more information, contact
Mr. Hinton at Claims Service Corp.
of America, 1910 Byrd Ave., Suite
224, Richmond, Va. 23230; 804-
282-7800.

Hilb, Rogal mergers

Hilb, Rogal & Hamilton Co. of
Richmond, Va., has reached a ten-
tative agreement to acquire all of
the outstanding shares of Lasher-
Cowie Agency Inc. of Phoenix,
Ariz., in a pooling agreement.

Lasher-Cowie also has retail
brokerage branch offices in Tucson
and Flagstaff, Ariz. Lasher-Cowie
reported $5.9 million of gross reve-
nues in 1988.

Meanwhile, Trupp-McGinty In-
surance Services Inc. of St.
Simons Island, Ga., has merged
with Hilb, Rogal and Lee & Short
Insurance Agency Inc., an inde-
pendent agent in Charlotte, Va.,
has merged with the The Charlot-
tesville, Va., office of Hilb, Rogal.

Mergers/acquisitions

New York-based Lawrence
Agency Group Inec. will acquire
United Republic Reinsurance
Co., a property & casualty reinsur-
ance company based in Houston.

HCX Inc., a subsidiary of Wash-
ington, D.C.-based investment-
partnership TEI Medical L.P., has
acquired Republic-RSB Cos. Inc.
in Naperville, I11.

Republic provides hospital bill
audits and medical utilization
management services to self-insur-
ers and insurance companies. The
new company will operate under
the Republic-RSB name.

Pacific Compensation Capital
Corp. of San Bruno, Calif.,, wiil
acquire San Francisco-based Bea-
ver Pacific Corp. and its princi-
pal operating susidiaries, Beaver
Insurance Co. and David Corp.

Zenith Administrators Inc. of
Washington, D.C., has acquired
two third-party administrators:
Kelly & Associates Inc. of Chi-
cago and United Administrators
Inc. of Seattle.

Laub Group Inc., a Milwaukee-
based regional insurance agency,
has acquired W.R. Russell Hum-
mel Co. Ine. of Rolling Meadows,
111, and R.N. Crawford & Co. of
Chicago. Hummel and Crawiord
will become affiliates of the Laub
Group and will operate under the
name Hummel Cos. Ine.

Tower Special Facilities Inc.
of Milwaukee and Specialty In-
surance Brokers of Wisconsin

Continued on next page
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Industrial Insurance Management Corporaion

Insarance specialists that give you impartial professional advice
to protect the assets of your corporation or institution.

Consultants for Casualty  Property ® Employee Benefit Programs
“WE SELL NO INSURANCE"

Charlotte: 5222 Monroe Road, PO. Box 18308, Charlotte, N.C. 28218 (704) 535-1123
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Inc. in Pewaukee have merged and
offices will be combined in Mil-
waukee. Tower Special Facilities
will assume all the commercial
business of Specialty Insurance
Brokers in Wisconsin, although
SIB will be maintained for certain
selected contracts and operations.

Near North Insurance Group
Inc. of Chicago has acquired
Cohen Insurance of New York.
Near North's Entertainment Divi-
sion combined with Cohen will
provide clients specialized cover-
ages for independent film, video
and television productions.

ALTA Health Strategies Inc.,
an independent health care cost
management company, has ac-
quired Salt Lake City-based Smith
Administrators Inc., a third-party

N

Westborough, Mass.-based
infusion therapy company. plans tu*"-
acquire Integrated Care Systems
Inc., a home infusion therapy com-
pany based in Gardena, Calif. ICS
will become a wholly owned sub-
sidiary of NECC and will continue
to operate its six regional centers
in San Francisco, Sacramento, Ba-
kersfield, Santa Barbara, Van
Nuys and Orange County, Calif. A
seventh regional center is planned
to open in Upland, Calif.

Kinney-Pike/Hartford, a unit
of independent insurance agency
Kinney, Pike, Bell & Conner Inc. of
Rutland, Vt., has acquired Bar-
wood Insurance Agency of White
River Junction, Vt.

HCM Claim Management
Corp., a claims administrator in
Park Ridge, N.J., acquired Bierly

administrator.

New England Critical Care, a

Listen.

It's what an employee benefits man-
ager does. You listen to employees asking for
2 health plan with lower co-payments and
better benefits. You listen to management
asking for cost control. Then you try and
please everybody.

That'’s when you need to start talking—
to EQUICOR. EQUICOR offers a complete
range of employee benefit options—all we
need to formulate your benefit plan is to hear
from you.

Tell us the numbers you're working with,
your priorities, management’s budgetary goals,
and every other important factor to be con-
sidered. Then let EQUICOR design a unique,
customized benefit package for your com-
pany based on good hard listening.

Next time someone gives you an earful,
think of EQUICOR. And remember: when-
ever you need to talk about a benefits plan,
you've got our ear.
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& Associates Inc., a third-party
administrator in Pasadena, Calif.
Also acquired were Bierly & Asso-
ciates' two subsidiaries: Page One
Adjusters, which investigates work
comp claims; and Best Impress-
ions, which provides photocopies
for medical and legal adjustments.

Name change

NWNL Reinsurance Co. of Min-
neapolis changed its name to
Chartwell Reinsurance Co.

The name change is designed to
strengthen the company’s market
image as an independent profes-
sional reinsurance company, said
President and Chief Executive Of-
ficer Angus Robinson Jr.

The reinsurer is now directly
owned by a newly created holding
company, Chartwell Re Corp., do-
miciled in Wilmington, Del. How-
ever, Northwestern National Life
Insurance Co. in Minneapolis con-
tinues as Chartwell’s sponsor and
majority shareholder.

New offices

National Benefit Resources
has opened a new office at 600 W.
Cummings Park, Suite 1500, Wo-
burn, Mass. 01801; 617-937-0410.

Portland, Maine-based Maine
Health Plan Inc. has moved to
778 Main St., Suite 5, South Port-
land, Maine 04106; 207-774-2824.

Nemirow Financial Services,
a risk and insurance management
consulting and accounting/tax ser-
vices firm, has opened an office at
3690 Daisy St., Seal Beach, Calif.
90740; 213-430-8231.

O’Mara & Associates, a risk
management consulting firm that
specializes in the health care in-
dustry, opened an office at 3731
Wilshire Blvd., Suite 770, Los An-
geles, Calif. 90010; 213-480-7734.

ECS Inc., a Downington, Pa.-
managing general agent for Re-
liance Group Holdings Inc. insur-
ers underwriting a nationwide en-
vironmental insurance program,
including environmental impair-
ment liability insurance, has
moved to 1 E. Uwchlan Ave., Suite
300, Exton, Pa. 19341; 215-268-
6731.

San Mateo, Calif.-based An-
dreini & Co., an insurance, risk
management and employee bene-
fits consulting firm, opened a new
office in Portland, Ore. Andreini &
Co. of Oregon is located at 1500
S.W. First, Suite 1050, Portland,
Ore. 97201; 503-221-9595.

Lindsey & Newsom Claim Ser-
vices Inc. of Tyler, Texas, has
opened a new branch office in
Baton Rouge, La. The new office is
located at 4127 S. Sherwood Forest
Blvd., Suite 240, Baton Rouge, La.
70816; 504-296-5896. The mailing
address is P.O. Box 40416, Baton
Rouge, La. 70835.

New York-based Atlantic Mu-
tual Insurance Co. opened a new
marketing center for commerci=”
lines insurance at 5300 W..27
St., Suite 120, Cypre=="

Tampa, Fla. 3360%
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We can design programs for industry groups as different as day care centers (like the one in the photo) and munici-
palities, because we have the flexibility to deliver coverages tailor-made for each program — deductibles, self-insured
retentions, retrospective rating, group dividends, or straight guaranteed-cost contracts. And we have a dedicated
in-house service staff of expert loss control counselors and claims pros to handle each program — whether you’re
talking rural electric co-ops or petroleum marketers.
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providing commercial property and casualty coverages for unique or
specialized classes of business on a program basis from coast to coast. Reliance Insurance Company
4 Penn Center Plaza

So, if you have a viable specialty program, and you’re looking for a Philadelphia, Pa. 19103
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Mentor liquidators defend their record

HAMILTON, Bermuda—The lig-
uidators of Mentor Insurance Ltd.,
who are under attack by dissident
creditors owed $160 million, are
refusing to resign without a fight

The dissident creditors, repre-
sented by the London law firm of
Clyde & Co., filed 16 resolutions
in September calling for the resig-
nation of Mentor liquidators
Charles Kempe and Michael Ar-
nold, and other changes in the
handling of the liquidation.

While the resolutions will be on
the agenda for the Nov. 1 creditors
meeting, the Mentor liguidators
say there is no justification for
their resignations.

In an 11-page rebuttal sent to all
creditors, Messrs. Kempe and Ar-
nold say the dissident creditors’
criticism is “based upon funda-
mental misconceptions and misun-
derstandings of the liquidation
process.”’

The dissatisfied creditors have
asked for the liquidators’ resigna-
tions, but “the joint liquidators do
not believe that there is any cause
why one or both of them should re-
sign or be removed by the court,”
the liquidators say.

The liguidators' rebuttal is
among 32 pages of documents sent
to all Mentor creditors Oct. 4. Also
included is the agenda for the Nov.
1 meeting to be held in Bermuda; a
summary supporting Clyde & Co.’s
resolutions; a statement from the
coinmittee of inspection; and a
proxy to vote for or against the 16
resolutions.

According to the agenda filed
with the Bermuda Supreme Court
last month, the creditors are being
asked to vote, among other things,
on the following resolutions:

e That Mr. Kempe, partner with
Ernst & Young, be asked to tender
his resignation, and if he refuses,
that the ecreditors vote to file an
application with the Supreme
Court of Bermuda to have him re-
moved as liquidator.

e That Mr. Kempe be replaced
by David Lines, a Bermuda-based
partner of Coopers & Lybrand (In-
ternational).

e That Mr. Arnold; former part-
ner of Ernst & Young, be asked to
explain whether he plans to con-
tinue as liguidator of Mentor. Mr.
Arnold left Ernst & Young follow-
ing the merger of Ernst & Whinney
with Arthur Young earlier this
year, but remains as a consultant
to Ernst & Young. His departure
from the accounting firm has
raised doubts among creditors
about his position as liquidator of
Mentor.

e That if Mr. Arnold is not pre-
pared to remain as liquidator, that
he also be asked to tender his res-
ignation.

® That if Mr. Arnold does leave,
he is replaced by Michael Jordan, a
partner at Cork Gully, which is
affiliated with Coopers & Lybrand
(International).

Messrs. Lines and Jordan al-
ready are working together as joint
liquidators of River Plate Reinsur-
ance Ltd., a Bermuda reinsurel
that collapsed in 1986.

® That the creditors vote
whether to retain the current mem-
bers of the Committee of Inspec-
tion or to elect new members.

e That four other creditors, to be
selected at the meeting, be ap-
pointed additional members of the
Committee of Inspection.

A larger Committee of Inspection
would have a wider range of insur-
ance market expertise from which
the new liquidators could draw,
the dissident creditors say.

The creditors represented by
Clyde & Co., who represent 10% to
20% of the value of all creditors’
claims against the company, say
that the present liquidation strat-
egy is “‘predominantly litigation-
oriented and substantially in-

Bermuda briefs

fluenced by the concept of being a
contentious runoff,” according to a
24-page summary of their objec-
tions that all Mentor creditors have
received.

The dissident cred:tors claim
that over the first thiee years of
the liquidation, this stratege has
cost more than the value of the
assets collected.

And “‘this situation has nct im-
proved over the last 12 months,”
the dissatisfied creditors claim.

The dissatisfied creditors “be-
lieve that their interests, and those
of the general body of creditors,
will be best served if a more con-
ventional approach becomes the
dominant influence in the strategy

—j.e., marshaling in and distribut-
ing the assets o’ the company and
taking all neczssary steps as effi-
ciently and expeditiously as possi-
ble to wind up the company’s af-
fairs,” says the summary.

The dissidert creditors woulc
like Mr. Lines eénd & senior partner
of Ernst & Young, cr Mr. Jordan o
Cork Gully, to take over the man-
agement of the Mentor liquidation
“with renewed vigor and enthusi-
asm. Such a team of new joint lig-
uidators woulc be independent and
thus have fresh and new ideas, but
would also bring about the mini-
mum of disraptior. to the continu-
ing administration of the estate,”
says the summary.

The new liquidators could draw
upon the support of the Mentor
staff in Bermuda for assistance.

If new licuidators are appointed,
a review of the present liquidation
process, i*s administrat:on and
strategy would be conducted by
the new liguidators, the Ccmmittee
of Inspection and appropriate out-
side professionals, says the summary.

Meanwhile, Messrs. Kempe and
Arnold have no objection to a larger
Committee of Inspection, according
to the decuments sent to creditors
earlier this month. But they say tha:
the arguments made by the dissi-
dent creditors to remove them as
liguidators—particularly Mr.
Kempe—are “‘based on a number cf
fundamental misconceptions.”

For example, “the liquidation s
not predominantly litigation orien:-
ated,” say the liquidators :n their 1i-

page rebuttal
To date. the liquidators have only
filed five legal actions “of any signifi-
cance.” Most of the actions are
mainly against Mentor's parent.
Ocean Drilling & Exploration Co..
and Mentor's auditor, KPMG Peat
Marwick, which “represent very sub-
stantial. if not the most valuable.
assets” of the defunct company
The liquidators are trying to pierce
the corporate veil and hold ODECO
responsible for Mentor's debts. They
also are charging that Peat Marwick
did not do a proper job of auditing
Mentor's accounts (B, Sept. 23).
Messrs. Kempe and Arnold also
say that they have been advised by
lawyers that they are under a
“duty” to pursue these actions in
the interests of the majority of the
creditors. In particular, the liqui-
Continued on next page
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ay they sought advice from
b‘muda law firm of Appleby,
‘g & Kempe and London-
W Jovell White Durrant when
'&ed their Oct. 3 action in the
Supréine Court of Bermuda against
ODECO, Pinnacle Reinsurance Co.
and several current and former
ODECO and Mentor officers.

“Faced with such advice, no pro-
fessional insolvency practitioner
acting in the best interest of credi-
tors would ‘drop hands’ on this lit-
igation,” said the liquidators.
“That is not to say that a sub-
stantial offer to settle would not
receive proper consideration.”

The Bermuda action substan-
tially repeats the allegations con-
tained in the suit the liquidators
filed in U.S. federal court, which
was dismissed on the grounds of
forum non conveniens (BI, April
25, 1988). However, the liquidators
have asked the U.S. Supreme Court
to review the dismissal.

Messrs. Kempe and Arnold also

n:

say that they are using a conven-
tional approach to liquidate Men-
tor, which is what the dissident
creditors led by Clyde & Co. want.
As of Sept. 30 this year, Mentor
liquidators have collected $92.2
million, including $51.7 million in
investment income.

“In addition, steps are being
taken to distribute the assets as
expeditiously as possible,” say the
liquidators.

And it is false to say that the cost
of the liquidation exceeds the
amount of assets collected, the lig-
uidators say.

“The net assets available to cred-
itors have increased by $59.8 mil-
lion after costs” in the last 12
months, they say.

Messrs. Kempe and Arnold be-
lieve that they zan ‘‘substantially
complete’” the Mentor liquidation
without disruption within the next
two to three years. But creditors
should be aware that if the liqui-
dators are removed, there is no
guarantee that the Mentor employ-

ees will stay, a possibility which
would postpone the liquidation.

Messrs. Kempe and Arnold also
point out that Mr. Lines, who has
been proposed to replace Mr.
Kempe, is not independent of the
proceedings.

They claim that Mr. Lines’ par-
ent firm, Coopers & Lybrand, is the
auditor of American International
Group Inc., which underwrote
directors and officers liability in-
surance for ODECO officers and
directors, some of whom are defen-
dants in litigation. In addition,
ODECO has sought advice from
Coopers & Lybrand (Interna-
tional), the liquidators contend.

As for Mr. Arnold's position, the
liquidators explain that after the
merger of Ernst & Whinney and
Arthur Young, Mr. Arnold has
served as a “consultant” to Ernst &
Young “‘with a considerable time
commitment on his part to Men-
tor’s liquidation in order that the
investment in his expertise so far
borne by creditors should not be

lost.™

Meanwhile, Ernst & Young will
not agree to be appointed joint lig-
uidators with another accounting
firm, because having joint liquida-
tors from two different accounting
firms “is not in the creditors’ inter-
ests given that it will only cause
additional cost and delay to the
rapid progress being achieved.”

Creditors also should be aware
that Messrs. Kempe and Arnold are
by Bermudian law the officers of
the court and can only be removed
by the court with just cause. De-
spite Clyde & Co.'s lengthy 12-
month correspondence with the
court, the dissident creditors have
not offered any just cause why the
current Mentor liquidators should
be removed, says the rebuttal doc-
ument.

“The statement in support of the
resolutions is based on a number of
fundamental misconceptions, is
not supporied by the facts and does
not show any ‘cause’ why one or
both of the joint liquidators should

)nly available at the ahove location.

Today you need a reinsurer with financial stability,

resign or be removed by thi
Court,” say the liquidators.
—By Stacy Shapir

Norad liquidation

Creditors of Norad Reinsurance
Co. Ltd., an insolvent Bermud:
captive insurer owned by privatels
held conglomerate Berwind Corp
of Philadelphia, will receive a [irs
and final cash payment in Apri
1990, says Norad's liquidator,

If current estimates of liabilitie:
and assets prove accurate. how-
ever, 50 creditors will receive only
10 cents on the dollar.

A filing deadline of Dec. 29 ha:
been set for the return of proof ol
debt forms now .being sent tc
Norad creditors, said Chris Whit-
tle, a partner with the accounting
firm Ernst & Young, who was ap-
pointed Norad's liquidator las
year when the company filed a vol-
untary winding-up petition (Bl
Oct. 17, 1988).

He predicts the liquidation coulc
be completed by next summer.

“We have garnered about $5 mil-
lion in assets of the company unde:
our control and we've explored al
the options open to us,” said Mr
Whittle.

“There is a basic desire to ge
this liquidation completed at mini-
mal expense and we can see nf
reason why we need to take year:
to wind up a fairly straightforwarc
reinsurance company. It make:s
good business sense to do it as
quickly as possible so that credi-
tors can take their money and in-
vest it,"’ he said.

Norad, which had been managec
by James Bermuda Ltd., now a unif
of Sedgwick Group P.L.C., stoppec
underwriting in 1985. The decisior
to liquidate was made at an Octo-
ber 1988 creditors’ meeting,

Norad’s biggest creditor is the
insolvent Mutual Fire, Marine &
Insurance Co. of Philadelphia
which is in rehabilitation in Penn-
sylvania. Alex Bratic, special dep-
uty rehabilitator with the Pennsyl-
vania Insurance Department, las
month filed suit against Berwind
in Pennsylvania Commonwealth
Court, seeking to pierce the corpo-
rate veil and hold the conglomerate
responsible for Norad's liabilities
(BI, Sept. 25).

Norad owes Mutual Fire, Marine
“at least $25 million,” said Ralph
Jacobs, an attorney for the rehabi-
litator with the Philadelphia law
form of Hoyle, Morris & Kerr.

Berwind is seeking to have the
suit moved to federal court.

“We understand Berwind is fil-
ing motions in the U.S. District
Court for the Middle District of
Pennsylvania for the suit to be dis-
missed on the grounds of forum
non conveniens,” said Mr. Jacobs.
“We have not seen briefs in sup-
port of this motion yet, but we be-
lieve that Berwind is saying the
case should be brought in Ber-
muda.”

The Mutual Fire, Marine com-
plaint charges that Berwind man-
aged and controlled Norad and is
liable, under Pennsylvania law, for
the captive's liability to Mutual
Fire, Marine, Mr. Jacobs said. The
action alleges that key decisions
affecting Norad were made by Ber-
wind’s management in Philadel-
phia, he said. The suit also claims
that Mutual Fire, Marine employ-
ees had “‘direct dealing with Ber-
wind staff over Norad matters.”

Mr. Whittle, Norad’s ligquidator,
sald Norad is not joining Mutual
Fire, Marine's action against Ber-
wind, though he is not ruling out
any possibility of recovering addi-
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changing world. Update your
Qlobal strategy. Talk to American Re. l
American Re-Insurance Company

American Re Plaza, 555 College Road East, Princeton, NJ 08543-5241 609-275-2000

tional sums owed to the failed Ber-
muda captive.

In a Sept. 5 letter to Norad credi-
tors, Mr. Whittle said that al-
though he intends to distribute all
of Norad’s estate in the April divi-
dend, “unanticipated situations”
may arise before then.

“Therefore, I reserve the right to
retain funds of the estate for a
longer period should it prove nec-
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retention of assets prove appropri-
ate, a further distribution may be
made at a future date.”

Mr. Whittle's letter warned that
creditors who fail to complete and
return required proof of debt forms
by the Dec. 29 deadline will not
qualify for the proposed April pay-
ment.

—By Roger Scotton

Bercanus petition

Legal proceedings stemming
from the collapse of Bermuda-
based Bercanus Insurance Co. Ltd.
were put on hold last month after
owners of the insolvent company
filed for protection under Chapter
11 of the U.S. bankruptey code.

However, Bercanus liquidator
Chris Whittle, an Ernst & Young
partner in Bermuda, says he has no

intention of dropping the litigation
he began in January 1988 against
Bercanus President Neill Porter-
main and Florence Portermain, his
wife and a Bercanus co-director.

According to Jeff Ford, a Dallas
attorney representing Mr. Whittle,
the Portermains filed for bank-
ruptcy Sept. 18, three weeks before
a jury trial in Mr. Whittle's suit
was to begin in Texas District
Court in Dallas.

Mr. Whittle’s suit against the
Portermains includes allegations of
fraud, negligence, breach of fiduci-
ary duty and violations of the
Racketeer Influenced and Corrupt
Organizations law.

The Portermains' bankruptey fil-
ing “means there will be an auto-
matic stay of the Bercanus suit
pending a hearing of the Porter-
mains’ bankruptey filing,”’ said Mr.
Ford. *“‘My guess is that things will

now be postponed for a numbe: of
months, after which we will either
reach a settlement or obtain an
order in the bankruptcy filing.”

Mr. Ford said he would object to
any attempt by the Portermains,
who live in McKinney, Texas, to
have Mr. Whittle's suit discharged.

“We were ready to proceed with
the trial and believed we hzd a
very strong case,”” Mr. Ford ex-
plained. “We still believe that.”

The suit seeks the recovery of
about $10 million that Mr. Whittle
believes was illegally diverted
from Bercanus by the Portermains
(BI, May 9, 1988). The suit also de-
mands payment for damages that
crippled the insurer and left it with
an estimated $38 million in iizabili-
ties when it collapsed in March
1985.

However, Mr. Whittle says that
liabilities are much higher than
first thought and could total ebout
$60 million. Assets are now esti-
mated at about $1.5 million.

Bercanus' main creditors are

Fremont Insurance Co. of Los An-
geles, American Centennial Insur-
ance Co. of Wilmington, Del,, and
members of the American Podiatry
Assn., who purchased medical
malpractice insurance policies
from Bercanus.

The suit notes that Bercanus was
incorporated in Bermuda in April
1970 to write U.S. medical mal-
practice insurance and excess-of-
loss reinsurance. It was a wholly
owned subsidiary of United Ne-
braska Investors, a company the
suit says was owned and controlled
by Mr. Portermain.

The suit alleges that Mr. Porter-
main in June 1978 organized a pro-
ducer agreement between Bercanus
and South Rock Ltd., another Ber-
muda-based company controlled
by Mr. Portermain. The agreement
required Bercanus to pay South
Rock commissions of 20%-30% on
business South Rock placed with
Bercanus. However, the suit al-
leges, Mr. Portermain did not dis-
close his interest in South Rock
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to Bercanus' board of director:

In October 1979, Mr. Porten
arranged another agreement
tween Bercanus and South Ro¢
which South Rock received a |
year contract as Bercanus' mat
ing general agent, the suit allefes -
Bercanus was to pay South Rock
an annual fee equal to 5% of gross
premiums, plus commissions, the
suit says.

The liquidator charges that these
payments were privately fixed at
$1 million a year irrespective of the
level of underlying business.

Between May 1978 and Decem-
ber 1983, Bercanus paid South
Rock a total of $4.8 million in com-
missions and fees, the suit alleges.
South Rock, in turn, directly or
indirectly paid the Portermains
dividends of $3.4 million, the suit
says, adding that the company paid
another $600,000 to other South
Rock directors and shareholders.

‘“‘Both the producer agreement
and the management agreement
were shams contrived and used by
Mr. and Mrs. Portermain and other
conspirators to loot Bercanus and
to steer funds rightfully belonging
to Bercanus to South Rock,” the
suit charges.

“These funds were then passed
through South Rock as dividends
or other payments to Mr. and Mrs.
Portermain. South Rock did not,
nor at any time was it in the posi-
tion to, render any genuine services
of any substantial worth to Ber-
canus,’ the suit says.

Mr. Whittle maintains in the suit
that rather than carrying on any
insurance business, South Rock
merely acted as a conduit for busi-
ness already destined for Bercanus,
adding that Bercanus' payments to
South Rock were misappropria-
tions for the sole benefit of the
Portermains.

The suit also charges that the
scheme to loot Bercanus also in-
cluded fraudulent quota-share re-
insurance deals.

The deals, which allegedly took
place in 1978 and 1979, were
agreed to by Bercanus and shell
corporations in the Cayman Is-
lands and Panama controlled by
the Portermains, the suit says. The
companies included Avis Insur-
ance, Security Exchange Co. and
other companies owned by Plan
Real Property Investments Inc., a
Texas company controlled by the
Portermains, the suit claims.

The complaint says that §1.2
million was funneled from Ber-
canus through the bogus reinsur-
ance deals.

The suit also alleges that Ber-
canus’ money was used to establish
a limited partnership agreement
for the acquisition and develop-
ment of real estate in Dallas and
Collin counties in Texas.

The suit’s racketeering charges
maintain that the Portermains re-
peatedly used the U.S. mail, tele-
phone, telex and air links with
their offices in Richardson, Texas,
to rob Bercanus.

Mr. Portermain, who is an actu-
ary, also has been accused of al-
lowing Bercanus to be stripped of
its assets and of knowingly and
intentionally misrepresenting Ber-
canus' financial condition to Ber-
muda insurance regulators.

Mr. Portermain could not be
reached for comment.

The Portermains’ bankruptcy fil-
ing, though not entirely unex-
pected, is a “‘real blow™ and came
after significant time and money
had been spent pursuing Bercanus’
former owners, Mr. Whittle said.
However, he firmly rejects any
suggestion that Bercanus' re-
sources could have been better ap-
plied or that the lawsuit against
the Portermains was ill-advised.

““We satisfied ourselves two
years ago that the Portermains had
sufficient assets to pursue. And
don't forget that they still have to
convince a U.S. bankruptcy court
they are bankrupt,” Mr. Whittle
said. .

—By Roger Scotton
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gYear—end GIC demand
could outstrip supply

By JUDY GREENWALD

PRINCETON, N.J.—Benefit plan
sponsors could face a shortagz of
guaranteed investment contracts
later this year as demand outstrips
capacitly, says benefit consultan: A.
Foster Higgins & Co. Inc.

A study of 45 insurers—account-
ing for an estimated 99% of 1988
GIC sales—shows demand for GICs
up 25% to $40 billion in 1989 but in-
surers’ capacily rising only 14% to
$36.5 billion.

Increasing demand may be met by
bank investment contracts, a form of
deposit similar to GICs, said Brian
Ternoey, a principal and head of Fas-
ter Higgins' investment services
practice in Princeton, N.J.

BICs and other alternative invest-
ments absorbed about 10% of GIC
demand in the first half of 1989, he
said. “It really does seem they have
balanced the equation pretty com-
fortably this year.”

With current factors constant, tae
market could “turn the corner” with
no major capacity problems, he saig.

GICs promise a specific return rate
on capital over the life of the con-
tract. They account for an estimated
75%-85% of funds invested by de-
fined contribution pension plans.

Two factors could cause a capacity
shortage this year, said Mr. Terncey:

® The possibility of a normal yield
curve, which means higher rates of
return on longer contracts.

With shorter maturities, BICs offer
higher yields because banks have
more experience with short-term in-
vestments.

Earlier this year, the GIC marke:
was marked by an inverted yield
curve, with the shorter maturities of-
fering higher rates (BI, May 22). As a
result, BICs were in high demand.

Recently, however, the yield curve
has flattened and banks are not
“writing the kind of business they
were in the first half of this year,”
said Mr. Ternoey. “It really looks like
the banks needed that inverted yield
curve” on GICs to be more competi-
tive, he said.

@ Diminished capacity by insurers,
many of which are limiting the
amount of GIC business they write,
in a variety of ways. :

Forty percent of survey respon-
dents say they are rationing supply or
limiting sales, primarily by increas-
ing profit margins, using general
sales limits and tightening under-
writing requirements.

If both trends develop, plan spon-
sors could face year-end capacity
shortages as investment contracts ex-
pire and sponsors seek to reinvest in
new contracts, Mr. Ternoey said. “If
banks sell less and carriers sell legs,
capacity could run out.”

Even without a serious supply
problem, plan sponsors could have
trouble securing GICs, Mr. Ternoey
said.

Among potential problems:

® Offering defined benefit pension
plan investment options that insurers
consider risky, and therefore unde-
sirable, to service. For instance, an
insurer may be unwilling to write
a GIC on a plan that offers competing
investment options, such as a money
market fund, out of concern that plan
participants will not select the GIC.
Plan sponsors could be forced to
change their plan design.

® Large cash flows or large ma-
turing proceeds to invest, which
could prevent sponsors from finding
a single insurer to work with them.

@ Problems placing GICs with
shorter maturities, although BICs
could be purchased.

® Finding only a few bidders will-
ing to give quotes on business, fore-
ing plan sponsors to lower their stan-
dards for the type of insurers they
want to issue GICs.

Among other survey findings:

® 37.5% of insurers said 1989 sales

were ahead of their 1988 pace, as of
June 30; 37.5% matched last year's
pace; and 25% were behind.

® 19% of the insurers said some
maturities, primarily in the one-to-
three-year range, are in tight supply
or unavailable.

® 23% said maturities in the five-
to-eight-year range are more abun-
dant than last year.

® 40% of the insurers said BICs
hurt their sales results, particularly
GICs with maturities of three years
or less.

®
Copies of the survey, “1989 GIC Car-
rier Capacity Survey,” are available
free of charge from A. Foster Higgins
& Co. Inc, 212 Carnegie Center,
Princeton, N.J. 08543, Attn.: Invest-
ment Services Group.
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By Sam H. McGoun

THE EVER ESCALATING

frustration of insurance industry
leaders with the barrage of criticism
being heaped on the industry has been
evident in recent articles in Business
Insurance.

Criticism of the insurance industry
has been addressed in remarks by
National Assn. of Insurance Brokers
President C. Richard Peterson (BI,
June 12), with retorts by H. Felix
Kloman, vp and principal at the
Tillinghast division of Towers, Perrin,
Forster & Crosby (BI, July 10), and
John P. Mascotte, chairman and chief
executive officer of Continental Corp.
(BI, June 12).

Mr, Peterson is concerned with the
image of the industry and public
misunderstanding of the function of
the business, whereas Mr. Kloman is
concerned with the non-performance
of the industry and its inability to
serve its intended purpose. Mr.
Mascotte would opt for not worrying
about the image of the industry on the
premise that the image is the image,
we’re not about to change it so let’s get
on with it. :

All these comments—from the
brokerage, consultant and insurance
company perspective—reflect the
frustration level that exists in the
insurance industry as it attempts to
fend off criticism from just about the
entire world.

Realistically, all of this is part of a
self-examination, which as Mr.
Kloman so appropriately points out, is
necessary and will produce positive
change, hopefully sooner rather than
later. There is no doubt in my mind
that the business is going to have to
change in order to regain the respect
and understanding it sorely needs and
to resume functioning as people and
industry expect.

Whatever the result of all this
gnashing of teeth, there is no doubt
that an action plan aimed at
perceptions and realities of the
industry is needed to restore its

Education is key to change

l Speaking out |

credibility.

Implementation of that action
plan—individually, through our
professional societies or by whatever
method—is absolutely imperative.

Otherwise, change will be made for
us by those who have a totally

 different perspective on the business

than we do—a perspective that has
been developed through listening to
the legitimate concerns of educated
buyers of insurance but also by
listening to the uninformed whinings
of special interest groups and
individuals and businesses who buy
insurance with the same degree of care
with which they purchase pencils and
paper clips.

As we enter the fray and attempt to
shape the change in our own way,
there are three essential concerns that
I feel must be understood and
addressed and which Messrs. Peterson,
Kloman and Mascotte have omitted or
overlooked.

First, the cost of risk. How do you
price a product today that often has to
perform for years in the future? How
do you deal with the risks, in terms of
identifying and evaluating their
potential magnitude? You can only
deal with these from empirical data
and it has been proved, time and
again, that data alone is not sufficient
to give us a reliable cost basis for our
product. How much in loss dollars was
factored into premiums to cover
asbestos and the triple trigger:
pollution; cumulative trauma;
occupational disease; ete.?

In other words, whether it’s
insurance, self-insurance, an
alternative market mechanism, no
insurance or whatever method is used
to predict and finance risk, the
outcome will always be uncertain at
best and volatile at worst.

Secondly, whether the insurance

mechanism or some other risk
financing method is chosen, only its
successful management will “insure”
to the greatest extent possible the
long-term financial stability of
whatever has been selected. So, like
anything else, management is the key.
Realistically, the success of
alternative market facilities, to a large
extent, has not stood the test of time.

1 It's accurate, I believe, to say that

those alternative market facilities that
are managed well will survive and will
serve their constituents, Those that are
not managed well will go the way of
Transit Casualty Co., Mission
Insurance Co. and others.

Lastly, we have to be mindful of the
buyer of insurance, specifically, the
buyer’s habits and our ability to
influence those buying habits. Some of
the success of captives and alternative
market facilities that have stood the
test of time is attributable to the fact
that they have served the needs of a
group of buyers of insurance and risk
protection that buy on a perspective of
what'’s good for them.

Realistically, however, the industry
deals with the legions of individuals
and businesses who buy insurance
carelessly and on price alone. As I see
it, we have two choices: one is to let
them buy somewhere else and the
other is to try to change their buying
habits. Contrary to what Mr. Mascotte
has said, I think we are making some
progress in this latter area, as we
educate our buyers on the techniques
of purchasing this professional
product and service.

Professional agents, brokers,
consultants and others are engaged in
an educational process to convince
buyers to look long term. They must
look at the product, the attendant
services that go with it, the
professional qualifications of the

roving the industry

deliverer of those services and other
qualitative evaluations. All of these
elements are to be received for a fair
price, of course. In other words, buy
the product based on its value, not on
price alone. Anyone who doubts that
this educational process is taking
place or doubts its effectiveness is out
of touch with reality.

At the same time we educate our
buyers, we have to also educate our
sellers. Long term is a two-way
proposition. I would like to see us sell
more and underwrite more on the
basis of how well a risk is managed.
By that, I mean how well a business is
run, rather than what kind of business
it is.

Whether you evaluate the ills of our
business along the lines of Mr.
Peterson or Mr. Kloman or Mr.
Mascotte or myself isn’t really the
issue. The issue is that every facet of
our industry requires an internal
self-examination in the context of
what is reality for the 1990s. On the
basis of that critical self-examination,
we must take it upon ourselves
individually—or collectively, if
possible—to help shape this needed
change.

Let’s not worry about identifying
the problem because we all know what
it is. We're just not doing anything
about it and, as Mr. Kloman says,
“Let’s quit this self-flagellation.” We
have to go out and do something to
improve our industry. We have to
educate our clients, our legislators

and, most importantly, ourselves.

Let’s do it now, today. We'd better
get going because our detractors are
eating our lunch. And what do they
really know about this business?

Sam H. McGoun is
president and chief
executive officer of
Corroon & Black of
Michigan Inc. in
Detroit.

Contract directly for mental health care

By Leo H. Bradman

lawsuits, consumer complaints and provider
resistance. This article is an attempt both to shed

difficulties.

Some management companies and utilization

UCH HAS BEEN WRITTEN about the

spiraling costs of mental health and substance
abuse benefits. It is well known that many providers
tailor treatment plans to exhaust insurance benefits.
It is also obvious that many providers are aggressive
marketers and profit seekers. There has been
considerable commentary regarding particular
populations that are especially vulnerable to the
abuse of benefits, such as adolescents and
participants in the now infamous “28-day
programs” for substance abusers. The mental health
and substance abuse field is beset by unethical
business practices such as fraudulent billing and
payoffs.

Less well known and rarely discussed are the
serious problems associated with many of the
cost-cutting measures instituted over the past
several years. Some of these measures have resulted
in underutilization of benefits forced by
management companies and utilization managers.
They have opened the way for poor quality of care,

some light on these problems and to offer some
solutions.

Most attempts to control mental health costs fall
into one or more of five approaches:

® The “management only” approach is the most
common approach now in use. This is the situation
in which independent providers are supposed to be
managed or controlled by utilization reviewers.
Often, utilization reviewers function through forms
letters and telephone calls and do not have any
contact with the patient.

Needless to say, providers quickly learn how to
manipulate this type of system and are often able to
exploit it. In other cases, intense battles ensue
between case managers and providers as each is
pushing for opposite goals: The case manager wants
to drive down costs while the provider, quickly
citing ambiguous quality of care issues, is pushing
to drive up utilization. The fact that utilization
managers usually have fewer credentials and less
training than many providers adds to the

3

managers go a step further and provide some on-site
contact with patients, particularly in hospital
settings. While this is an improvement over “blind
reviews,” it still creates problems and conflicts as
the case manager confronts a situation where the
attending psychiatrist and hospital staff may be
working at cross purposes and influencing the
patient into more expensive and unnecessary
treatment regimes.

The management-only approach comes in many
forms, including a variety of mental health case
management companies and some health
maintenance organizations and preferred provider
organizations. The fundamental weakness that they
all share is a failure to fully integrate the
independent provider into a smooth running system
of cost-effective quality care. Some of the more
stringent approaches simply deny care regardless of
the benefit package and many restrict care to
inadequate levels.

Continued on next page
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I know of several lawsuits that are
based on improper denials of care.
There are countless situations in
which a hospital or doctor has
continued treatment past the cutoff in
coverage imposed by a utilization
manager because to discontinue
treatment would have constituted
malpractice. At the other extreme,
there are situations in which the only
“management” that is taking place is a
simple selection of a list of preferred
providers, which obviously does little
to control costs.

® The second approach I call the
“limited staff clinic”” approach. A
management company or similar
organization sets up a number of
strategically located, wholly owned
clinics staffed by salaried mental
health professionals. The main
problem associated with this approach
is poor quality of care.

This can come in the form of
inadequate or poorly trained staff,
restriction in range of services,
insufficient locations, etc. Since the
management company has to pay the
overhead, the clinicians on salary are
usually less than top-notch, and the
number of locations is usually
insufficient. Associated problems
include poor emergency services, poor
interaction with employers and their
employee assistance programs and
lack of motivation on the part of the
staff.

® The third approach is what I call
the “‘expanded EAP.” In this situation,
an EAP, which could be either internal
or external, is given total power to
run a comprehensive mental health
and substance abuse program. While I
strongly value EAPs in their
traditional roles, expanding an EAP to
control doctors and hospitals can lead
to tensions with providers, liability
problems and ethical implications
when the welfare of the patient may
be compromised in order to save
employer dollars.

Expanded EAPs use some of the
other approaches listed here to control
costs. When an EAP sets up provider
clinics, it puts itself in the
questionable position of funneling
patients and insurance dollars back
into itself. I am often amused to see
EAP companies suddenly advertise as
managed care companies without any
additional preparation in this area.
Unfortunately, some of the same EAP
companies that push to increase
services when acting in a traditional
role tend to severely restrict services
when in the expanded “managed care”
role.

e The fourth approach to cutting
costs is what I call the “‘Procrustean™
approach because there is an obvious
attempt to make patients fit some
predetermined treatment modality,
often in an indiscriminate assembly
line manner because the insurance
covers it.

For example, I am often amused to
see proponents of traditional inpatient
care battle with the new wave of
outpatient enthusiasts who see no
need for hospital admissions except in
the most extreme emergencies. A third
rapidly forming group views partial
hospitalization as the panacea. I am
also seeing the biological approach

making a comeback where medicines
and esoteric lab tests are being touted
and hospital units are being marketed
as “biological psychiatry” programs.

The problem with the Procrustean
approach is the failure to provide
individualized treatment for each
unique person who needs help.

The best clinical approach is always
eclectic and the full range of available
treatments should be considered to
ensure a good prognosis. Patients
should not be forced to fit a particular
treatment approach. Rather, the
treatment should fit the patient. In its
worst form, the Procrustean approach
leads to “‘cookbook medicine’’ where
clinicians are reduced to technicians
following a menu of procedures and
criteria.

® The fifth and most obvious
approach is to simply reduce, modify,
or eliminate mental health and
substance abuse benefits. Some plans
are so inadequate as to seems
ridiculous (e.g., one visit a year
maximum; up to $20 covered per
session).

Other plans are unreachable by the
average employee due to high
deductibles and copayments. Some
plans encourage misutilization as a
result of their poor design, such as
when coverage for inpatient treatment

Employers, insurance companies
and other third-party payers should
negotiate directly with
community-based group private
practices consisting of qualified
professionals who stand above any
exploitation of patients or payers and
who always deliver ethical, quality
and cost-effective services.
Economically, the payers and
providers should assume some type of
risk-sharing arrangement to further
consolidate a trusting and mutually
beneficial relationship. Making the
contract exclusive or semi-exclusive
further solidifies the bond and assures
the provider high volume in exchange
for meaningful discounts.

The group practice should contract
directly with the payer and should be
a large enough group to ensure
comprehensive services. The practice
should have stability, a good
reputation and the willingness to
experiment with innovative
arrangements until the perfect one is
found. When the group practice lacks
the management or administrative
expertise to handle direct contacts, it
should secure the services of
consultants in the areas of computers,
management information systems,
actuarial and statistical analyses and
utilization review procedures.

While | strongly value EAPs in their traditional roles,
expanding an EAP to control doctors and hospitals can lead
to tensions with providers, liability problems and ethical
implications when the welfare of the patient may be

compromised in order to save employer dollars.

is much better than for outpatient.

The problem with this approach is
that it is short-sighted and temporary.
Cutting costs in this manner is certain
to increase costs in the future when

-employees and dependents become

more mentally and physically ill.
Many of these people will be
“dumped” into the public sector,
driving up taxes and forcing hospitals
to charge their paying patients even
more. It should be noted that it is
becoming increasingly difficult to
transfer patients to public facilities.
Most are generally filled while others
are becoming more sophisticated at
distinguishing truly needy patients
from those who have had their
coverage unjustly reduced by
utilization reviews.

All of these cost cutting approaches
ultimately will increase costs. They
will increase costs primarily due to the
failure to deliver timely and proper
treatment at the appropriate level and
intensity. This will result in further
deterioration of the patient and
increase treatment costs. Also, the
costs of lawsuits and consumer
complaints will be significant. In
addition, one should not
underestimate the fact that providers
who are overburdened with
unnecessary paper work and
procedures will ultimately be forced to
raise their costs to cover these extra
services. As inadequate and
insufficient care reaches crisis levels,
direct federal intervention may occur.

I believe that the best solution to all
of these problems is to return to
private enterprise on a
person-to-person level.

Specialized attorneys can assist in
specific areas such as confidentiality
issues and drafting contracts that
“carve out” mental health and
substance abuse services from the
general medical/surgical benefit
packages.

This type of arrangement will result
in higher quality but lower cost than
many of the managed care products
now dominating the market. A group
private practice has the advantage of
existing referral bases that will dilute
the costs of setting up a direct
contract.

Often, a management company will
establish an entire operation just to
serve one or a few contracts. An
existing group practice has many of
the necessary elements already in
place.

In addition, a group private practice
has sufficiently diverse sources of
revenue to provide for an economically
sound and equitable priced
arrangement. Group private practices
can negotiate good discounts with
hospitals because of their large and
mixed referral bases.

Finally, group private practices do
not have the large advertising and
marketing budgets of some of the
other approaches I have discussed.

I see my recommendation as a
“win-win-win' situation. The payer
wins by having quality care at a
reasonably low cost. The patients win
because they are being treated by a
community-based resource that they
probably would go to anyway out of
choice rather than contractual
obligation.

Finally, let us not forget the

providers themselves, who are
currently a very frustrated lot.
Doctors would win because they enjoy
and are most comfortable in a private
practice setting where the full extent
of their skills can be utilized.

The only drawback I can see for the
system that I am proposing is that it
would take extra work and
sophistication on the part of benefits
managers to investigate and explore
what their community has to offer.
Very often they will have to be very
astute at separating appearances from
substance and selecting the one group
private practice that is ethical,
competent, caring and properly priced.
Although difficult to do, it can be done
and the rewards would be many. An
outside, impartial consultant may be
of valuable assistance in the selection
process.

An open bidding process should be
used to make the selection. The most
successful, popular or politically
powerful private practice may not be
the best choice.

Request references from different
sectors such as insurers, employers,
hospitals, EAP counselors and
business and professional
leaders.

Inspect the quality assurance and
utilization review procedures in use as
well as the billing patterns and
accounting practices. See that the
practice consists of only licensed and
insured professionals, a high
percentage of whom should hold
doctorate degrees.

There should be assurance that all
patients receive the same quality of
care regardless of the payer. The group
should have contracts with high
quality, fully accredited inpatient
facilities but no vested interest in
filling beds.

Above all, establish an open and
comfortable working relationship with
the provider so that any problems can
be addressed and resolved in a timely
and productive manner. Ongoing
feedback and sophisticated utilization
reports should be a fundamental part
of any arrangement.

Many factors can legitimately
influence costs, for example, including
utilization history of the membership,
deductibles and copayments,
provisions, limitations and exclusions.
Also, good traditional EAPs can
usually reduce costs and improve
services. While regional variations
exist, I have found that costs for a
typical yearly acute care benefit
package of 20 outpatient visits and 30
inpatient days should be in the mid $2
per member per month range. This is a
simple guideline for assessing pricing
arrangements.

Risk should be involved for both
outpatient and inpatient services in
order to assure full control and avoid
cost shifting. The more parties that are
involved between or around the payer
and provider, the higher the expected
costs.

Leo H. Bradman is
chairman of Bradman
Therapy Centers in
North Miami Beach,
Fla.
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The impact of tax reform

Insurer tax revenues
outstrip estimates
made by Congress

1120-PC

1989

PROPERTY/CASUALTY INSURER
INCOME TAX RETURN

For Paperwork Reduction Act, see page 852 of the draft Instructions.

By Franklin W. Nutter

S WITH MANY OTHER individuals

and businesses, property/casualty
insurers were subject to major changes
due to the 1986 Tax Reform Act. Along
with a lower corporate tax rate, the most

S Company Name

A Employer LD No.

BE Housshold Name

B Date Incorporated

3| cryrstateszip Code

C Date of Annual Picnic

D Check this box [J

notable changes for insurers were the
requirements to reduce loss reserves for
future claims to present value, include a

E Check applicable boxes: (1) O

Final retumn
(2) O Change in country of domicile
(3) O Amended return

percentage of tax-exempt income to
taxable income and phase in unearned

F Check box if a section 853(c) (3) (C)(1)37(d) election has been made.

O

premium into income.

The industry, which invests heavily in
tax-exempt obligations, experienced
significant operating losses and was not
a major taxpayer in the 1980s. With the
1986 Tax Reform Act changes and the
availability of net operating losses to
offset gains in taxable income reduced,
the tax picture markedly changed.

Why not?
G Check box for kind of company:
(1) O National
(20 O Reglonal
(3) 0 Good Company
(4) 0 Bad Company
(5) O International

(6) O Intergalactic

If your tax year Includes June 30, 1989, complete line 23. If not, please explain here:

Projections at the time of enactment

TAXABLE INCOME AND TAX COMPUTATION

of the 1986 Tax Reform Act called for

a $7.5 billion increase in tax revenues
in five years. However, a recent report
by the Insurance Services Offices Inc.
estimates that the tax law will have
raised taxes by more than $10 billion in
its first five years.

The ISO report estimates the
property/casualty industry will pay
$12.2 billion in federal income taxes for-
1987-1990, $7.8 billion more than it
would have paid under the prior tax law.

Most of this tax revenue is clearly
due to the 1986 tax changes. Regrettably
the changes will likely have an
antigrowth impact on insurers and thus
be counterproductive to the marketplace.

In light of the tax changes and the
unintended consequences from which
the IRS benefits, a new, more realistic
property/casualty tax form may need to
be considered. I offer the accompanying
form.

Franklin W. Nutter

Premiums written (report these for this year)

Unearned premiums (too bad, report these this year too)
Taxable investment income

Taxable tax-exempt Incoms (l.e., oxymoren tax)
Compensation of otficers

Do you compensate other employees? O Yes
Worthless agency balances and bills recelvable
Less: Worthless officer salaries

Income

Pension, employee benefit programs
Check here [ i you understand IRC section 89
Call us toll free if you checked the box.

Losses incurred

Deductions

present value) ‘

Have you used all prior years net operating losses?
O Yes O Neo Amount unused

Do you plan to lose money again this year? O Yes
How much?

Enter our shara of your net income

Tax

1884-1986 underpayment of tax
1988 refund Our error, send it back

ALTERNATIVE MINIMUM TAX (AMT)

Expenges of doing business (report these on next year's return)
Dividends to policyholders (in the margin, explain agaln to us again why you do this)

Enter the nhari of your income earned you would like to keep

Your income tax if Congress had not changed the law in 1886 IRS USE ONLY ! -

O No How much?

Hours oHficers worked times minimum wage preferred by President Bush

Claim reservas (Prop. 103 tax: roll back amount by 20%, then arbitrarlly discount to

O Probably

- =

-

.
s oey

*, e
DR

AMT tax will probably be greater next year. To avold penalty, you may prepay 1880 AMT tax

If we missed taxing anything, add it in here
AMT rate: 100% x ne 17

TAX DUE: Add all income less most deductions times tax rate (see draft Schedule 2)

Do the Hokey Pokey
Taxes owed

THANKS

is president of the
Alliance of American
Insurers in
Schaumburg, Il

PLEASE SIGN HERE

Signature of Officer and of Company Founder

Under penalty of perjury, extradition, prosecution, persecution, and IRS audit, | have read and understood this form and
all instruction manuals and belleve them to be true and correct.

Data loss covered by CGL insurer: Court

A Minnesota appellate court has declared that a
comprehensive general liability insurer was responsible
for indemnifying a policyholder for a loss of use claim
arising from the accidental or mistaken erasure of
computer information.

Magnetic Data Inc. is a computer company whose
principal business is the inspection and repair of
computer disk cartridges. In February 1984, Sanger
Corp. arranged with Control Data Corp. to have
Magnetic inspect 22 computer disk cartridges for
defects. Twelve of the cartridges were to be visually
inspected and gauge tested only and not subjected to
electronic inspection, which would erase all data.

For reasons not disclosed in the record, Magnetic
employees electronically inspected all of the cartridges

| Legal briefs |

thereby erasing valuable client information from
Sanger's cartridges. Sanger sued Magnetic and Control
Data. Magnetic tendered the defense to its
comprehensive general liability insurer, St. Paul Fire &
Marine Insurance Co., which refused to defend
claiming no coverage.

Magnetic brought this action seeking to have the
court declare St. Paul had a duty to defend. The
trial court ruled for Magnetic.

The appellate court concluded that the loss of use
claim here arising from the accidental or mistaken

erasure of the computer information constituted

“property damage” that was caused by an “accidental
event” within the coverage of the policy. Furthermore,
the court said that such a claim was not excluded
under a “work product or business risk” exclusion. The
trial court decision was affirmed.

Magnetic Data Inc. vs. St. Paul Fire & Marine
Insurance Co., Court of Appeals of Minnesota, Oct. 18,
1988 (BI/03/July-$10).

This abstract was prepared by Cases Unlimited
Inc. Copies of the decision are available by sending a
$10 check payable to Cases Unlimited to Business
Insurance, 740 N. Rush St., Chicago, Il 60611-2590.
List the number for each opinion.




il
| llh lI.NationaI Reinsurance Corporation

Responsive Reinsurance

- Claims paid in three business days or |

777 Long Rid

LLUUEL NN 1710167, Stamford, CT 06904 203-329-7700 Fax: 203-329-9027 Atlanta * Chicago * Dallas ¢ Hartford » Los Angeles  New York

ST PRI R el g e RIS " iy L e = B oG v e b el



54 / Business Insurance, October 16, 1989

'

41 states revise workers comp laws

Workers compensation systems in
4] states are operating under more
than 150 new laws that legislatures
enacted during the last half of 1988
and the first seven months of 1989.

Thus far, 1989 has been “very ac-
tive” for state workers compensation
legislation, according to a recent re-
port of the International Assn. of In-
dustrial Accident Boards and Com-
missions’ Legislative Committee.

‘More new laws were enacted dur-
ing the first seven months of this year
than in the latter half of last year,
which is a byproduct of legislative
cycles.

The committee’s report, which was
presented at the IAIABC's convention
Sept. 16-20 in Baltimore, highlighted
state-level changes, including:

® Benefit changes.

Twenty-four states raised benefit
levels for disability and death bene-
fits, the committee reports.

Twenty-one states authorized the
increases through the use of auto-
matic adjustments in the states’ aver-
age weekly wage, while the remain-
ing three states did so statutorily.

In addition, Maine and Montana
lifted the cap on weekly benefit levels
as of July 1. However, Montana res-

tored the freeze until July 1991, fol-

lowing a special session of the Legis-
lature.

The only other state with frozen
benefits is Oklahoma, the commit-
tee reported.

In related benefit developments,
burial allowances were raised in Ari-
zona, Maryland and Nevada.

® Medical deductibles.

“Several states now authorize in-
clusion of medical deductibles in
workers compensation policies as a
cost savings mechanism,” the com-
mittee reported.

® Self-insurers.

Some states expanded employers’
ability to use letters of credit, in lieu
of bonds and other security, as proof
of an employet’s financial capability
to self-insure its workers compensa-
tion coverage.

In addition, Alabama established
the Alabama Workmen’s Compensa-
tion Self-Insurers Guaranty Assn., a
non-profit corporation to establish a
guaranty association.

e Reorganization of Hawail's State
Workers' Compensation Fund.

Now called the State Compensa-
tion Mutual Insurance Fund, it will
operate as a non-profit independent
mutual insurance corporation instead
of a state agency.

Following is a summary of signifi-
cant legislative changes enacted be-
tween July 1, 1988, and July 30, 1989.
It was prepared from information re-
ported to the U.S. Labor Depart-
ment's Division of State Workers'’
Compensation Programs, Office of
Liaison and Legislative Analysis,
Employment Standards Administra-
tion.

The following state legislatures ei-
ther did not pass significant workers
compensation-related legislation
during this time frame or did not re-
port it: Kentucky, Massachusetts,
Minnesota, Mississippi, New Jersey,
Oklahoma, Pennsylvania, Vermont
and Wisconsin. Ohio enacted legisla-
tion in late July (BI, Aug. 21, Aug. 7).

Alabama

e S. 326 (1989)

O Creates the Alabama Workmen's
Compensation Self-Insurers Guar-
anty Assn. as a non-profit corpora-
tion to establish and fund an insol-
vency fund to assure payment of
disability and death claims against
any member who becomes insolvent.
Requires all non-government self-in-
surers to be insured with the associa-
tion as a condition of their authority
to self-insure.

Alaska

e S.93(1989)

0 Provides that in computing com-
pensation benefits for members of the
state’s organized militia, earnings

will be based on the pay and allow-
ances authorized for a member of the
U.S. Armed Forces in the same grade
and rank.

Arizona

e S. 1055 (1989)
o Increases burial expenses to
$3,000 from $1,000.

Arkansas
e S, 271 (1989)
0 Makes various appropriations to

cover the costs for personal services
and operating expenses of the Work-

ers’ Compensation Commission for
the biennial period ending June 30,
1991.

e H. 1087 (1989)

O Provides lump-sum cimpensa-
tion paymenis when it is d2termined
to be in the best interest of the person
who is entitled to receive compensa-
tion, at a 10% discount, compounded
annually.

California

e S.1787(1988)
0O Raises the maximum allowance

for burial experses of employees of
local public age=cizs to $2.000 from
$1,500.

e S. 2667 (1988)

0 Excludes frzm coveragz aay law
enforcement off ce- who is regularly
employed by a local or state law en-
forcement agercy in zmother state
but serving s a deputy peace dificer
in California.

Colorado

e S, 172 (1989;
O Authorizes a $1,508 deductible

per claim in contracts for workers
compensation insurance.

e S.195(1989)

O Establishes new procedures for
resolving disputes. Provides that
claimants are responsible for proving
entitlement to benefits by a prepon-
derance of the evidence.

e H. 1311 (1989)

O Requires all insurers, including
the State Compensation Insurance
Authority, to notify employ-

Continued on next page
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ers within 30 days regarding any
cancellation of insurance or
changes in rates by classification.
O Eliminates extraterritoriality
coverage for out-of-state employ-
ers or employees while tempaorarily
employed in Colorado.

e H. 1322 (1989)

O Removes coverage of persons
confined in a city or county jail or
in any department of corrections
facilities as inmates who, as part of
their confinement work, perform
services or participate in training,
rehabilitation or work release pro-
grams. Excludes, for coverage pur-
poses, volunteer ski patrol person-
nel, ski instructors, or any race

crew members or passenger tram-
way operators from the definition
of “employee.”

0 Redefines ‘‘wages’ to include
reportable tips, as well as costs to
the employee for converting a
health insurance plan.

O Increases benefits for tem-
porary total disability to 91% from
80% of the state average weekly
wage.

O Changes the waiting period
from three days to three regular
working days before compensation
is paid for temporary total disabil-
ity.

0 Adds a new provision that spe-
cifies that under no circumstances
is a provider of medical care al-
lowed to seek recovery of costs or

fees from an employee after the
employer or insurer is found liable
for payment of such expenses.

O Specifies that compensation
for permanent total disability may
be reduced by 50% of any federal
Social Security benefits at age 65,
or if the employee is receiving re-
tirement benefits, the reduction is
based on the amount of the em-
ployer’s contribution to the retire-
ment fund as a percentage of total
contributions to the retirement
fund over the entire period of co-
vered employment if a work-re-
lated injury occurs after age 45.

e H. 1323 (1989)
0 Creates the “Workmen's Com-
pensation Cost Containment Act”

to assist employers in reducing
costs related to coverage of in-
juries.

Connecticut

® S.6279 & H. 7106 (1989)

O Increases the interest in compen-
sation cases to 10% from 6% in cases
where payments or adjustments in
payments have been unduly delayed
or neglected.

¢ H. 6897 (1989)

0O Provides that the health insur-
ance coverage for a claimant will be
continued by the Second Injury Fund
where the employer has relocated or
shut down business.

® H. 7183 (1989)

At Affiliated FM and Appalachian Insurance
Companies our experience speaks for itself:
underwriters with an average of 19 years on the
job; commercial property operations managers
with an average of 20. It all adds up to a proven
track record of serving brokers who require
prompt, reliable, competitive, and
complete professional service.

And it's just one more

reason brokers are starting
to see us from a different
perspective.

Affiliated FM and Appala-
chian are rated A+ by Best's.
We offer a complete product line
for property risks— including
an “all risk” policy that's simple,
ve, and fl

comprehensi
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insurance,
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ectly

responses. We've even been known to hand-deliver
apolicy in a pinch. And, our claims handling is just
as fast, just as efficient, and certainly, fair.
We can also make available our engineering
resources— resources helpful in reducing or
controlling property losses and in satisfying your
clients’ needs.
So, if you want insurers with experience, talk
to one of our Commercial Property Operations
Managers. And get a new perspective on property

Affiliated FM Insurance Company

Appalachian Insurance Company
Associated with Allendale Mutual Insurance Co.
A member of the Factory Mutual System.
East Central (216) 524-9300 Midwest (312) 572-0300
New York (201) 992-9700, (212) 233-8700
Northeast (401) 275-3000 South (404) 955-2700
Weﬁtféﬁl&) 704-1133,(213) 8731722
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O Authorizes retroactive compen-
sation payments for the dependents
of any deceased employee who was
injured on or after Jan. 1, 1974. and
who died not later than Dec. 31.
1981.

e H. 7184 (1989)

0 Covers volunteer fire department
personnel while performing firve
duties under an agreement estab-
lished between municipalities.

o H. 7186 (1989)
O Raises the minimum weekly ben-

~ efits in certain cases of partial dis-

ability to $50 from $20.

e H. 5852 (1988)

O Reduces specified benefits in
cases where voluntary agreements
have been established.

Delaware

e H. 130 (1989)

O Authorizes discounts on work-
ers compensation premiums for em-
ployers that meet certain criteria that
promote and maintain safety in the
workplace.

e H. 403 (1988)

O Sets a minimum notification pe-
riod of 60 days prior to non-renewal
of an employer's workers compensa-
tion insurance policy.

Florida

® S. 1025 (1988)

O Increases maximum weekly
compensation for periods of addi-
tional temporary total disability to
$700 from $400.

e S.1028 (1988)

Exempts government group self-
insurance pools from regulations
that apply to other employers that
group self-insure.

e H. 1288 (1988)

0 Extends the immunity granted
employers from liability for injury
or death to any sole proprietor,
partner, corporate officer or direc-
tor, supervisor or other person act-
ing in a managerial or policy-mak-
ing capacity at the time of the
injury.

e H. 1329 (1988)

O Establishes criteria for use in
calculating the value of a non-pro-
fessional attendant or custodial
care provided to an injured em-
ployee by a family member.

Georgia

® H. 274 (1989)

O Prohibits a rehabilitation sup-
plier from directly billing an em-
ployee for authorized services ren-
dered.

Hawaii

® S.833(1989)

O Changes the “Hawaii Workers’
Compensation State Fund’ to the
"Hawaii State Compensation Mutual
Insurance Fund"” and authorizes the
fund to operate as a non-profit inde-
pendent mutual insurance corpora-
tion, not as an agency of the state.

O Further requires the fund to sell
workers compensation insurance at
the lowest actuarially responsible
price as determined by its board of
directors. Provides that all assets of
the fund will be used exclusively for
administration of the fund.

e S, 1508 (1989)

O Raises the maximum amount
that may be taken as a deductible
for medical benefits to $2,500 from
$500.

@ S.1938 (1989)

O Requires the state to cover an
exceptional child while working for a
private employer as part of the
child’s instructional program.

Idaho

® S.1163 (1989)

O Changes the “Workmen's Com-
pensation Law’” to “Workers’ Com-
pensation Law.” All references to
“workmen's” have been changed to

Continued on next page
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“workers’' throughout the law.

e S. 1164 (1989)

0 Entitles a widower to receive
benefits under the same conditions as
a widow; previously widowers were
eligible for benefits only if actually
dependent on the deceased employee.

e S, 1165 (1989)

O Clarifies the time within which
an application for a hearing may be
filed in cases where compensation
has been paid and discontinued.

o H. 8 (1989)

O Covers members of the Idaho
National Guard for injuries or deaths
not covered by federal law.

lllinois

® S.1676 (1988)

O Establishes procedures relating
to an initial application or applica-
tion to renew self-insurance privi-
leges. Creates a Self-Insurers Admin-
istration Fund. Provides for a
custodian and for funding of the fund
and establishes payment methods.

Indiana

e S. 543 (1989)

O Provides that an injured em-
ployee, who as a result of injury or
occupational disease is unable to per-
form work for which the employee

has previous training or experience,
is entitled to vocational rehabilitative
services necessary to restore em-
ployee to useful employment.

lowa

e S. 444 (1989)

O Specifies that settlements in
contested cases are not acceptable
unless there is evidence of a bona
fide dispute regarding a substantial
portion of the claim.

e H. 655 (1989)

O Raises assessments to the sec-
ond injury fund to $4,000 from $2,000
in death cases where there are de-
pendents, and to $15,000 from $5,000
in cases with no dependents.

Kansas

e S. 354 (1989)

O Authorizes vocational rehabilita-
tion services for employees who are
unable to work for the same em-
ployer at a comparable wage and for
employees who are unable to enter
the open labor market and earn a
comparable wage because of injury
or occupational disease.

Louisiana

e S.3(1989)

D Provides coverage for legislative
assistants as state employees, imme-
diately upon employment.

0 S. 318 (1989)
O Relates to resolution of claims

disputes by the Office of Workers'
Compensation with review of deter-
minations in state district courts.

e S. 322 (1989)

O Authorizes a 24% penalty in
cases involving overdue benefit pay-
ments, unless an appeal order is
made as provided by law.

e S, 323 (1989)

O Clarifies the provision concern-
ing the resolution of disputes be-
tween health care providers and the
employee, employer or the insurer.

e S.325(1989)

O Newly requires prehearing con-
ferences concerning the resolution of
disputed claims. Provides new proce-
dures for appealing hearing officers’
decisions.

e S, 331 (1989)

O Specifies that a self-insured em-
ployer that defaults in paying bene-
fits to an employee will forfeit the se-
curity posted with the Director of the
Office of Workers' Compensation
and, in the case of the surety bond,
the director may institute suit.

o S, 335 (1989)

0 Eliminates the requirement for

security of benefits to be deposited
by foreign (out-of-state) employers.

e S.943(1988)
O Provides for a $20,000 lump sum

and medium-sized nonprofits.
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payable to the surviving parents of a
deceased employee, when there are
no other legal dependents entitled to
such benefits.

O Requires the director of the Of-
fice of Workers' Compensation Ad-
ministration to establish and promul-
gate a reimbursement schedule for
drugs, supplies, hospital care and
services, medical and surgical treat-
ment, and any non-medical treat-
ment recognized by law. Provides
that compensation claims will be dis-
missed and barred forever, unless
within five years after initiation the
claimant requests a hearing and final
determination. Makes other revisions
regarding claims procedures.

O Adds a penalty for any employer
who fails to secure compensation.

e H. 1444 (1988)

O Permits an employee to change
his or her physician to one in an-
other field or specialty without first
obtaining approval.

O Reduces costs for non-emergency
diagnostic testing or treatment to
$750; formerly, costs were limited to
$1,000. However, if the payer has
denied that an injury is compensable,
no prior approval for treatment or
testing is required.

Maine

® S.339(1989)

o Requires an employer with 250
or more workers to reinstate an in-
jured worker within two years after
maximum medical improvement.

e S. 396 (1989)
O Simplifies reporting require-
ments for insurers and self-insurers.

e S. 550 (1989)
a Clarifies the definition of “sea-
sonal workers.”

e S.473(1989)
0O Amends the workers compensa-
tion self-insurance law.

e H. 675 (1989)
a Clarifies the method of obtain-
ing benefits for incapacity.

e H.1176 (1989)

O Strengthens the statutes con-
cerning an injured worker's rights
to rehabilitation and provides for im-
provements in the rehab system.

Maryland

e S. 167 (1989)

O Provides for funding the subse-
quent injury fund through assess-
ments on permanent disability and

Dynamic opportunity

underwriting
intermediary
headquartered in Europe,
requires identification of

Managing General Agents
Aggressive Opportunity

EXCLUSIVE TERRITORIES

in current soft market climate to offer
aggressive commercial lines pricing in conjunction with prudent
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Bermuda and British Protectorates
interested regional agencies. Tradi-
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las and similar are suitable. Programs are preferable.*
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objectives.

DOMESTICALLY REPRESENTED BY

ntermediaries
Service Corporation, Inc.

P.O. Box 31637
Chicago, llinois 6063 1

*(Not all programs available in all states.)

death awards, including disfigure-
ment and mutilations, and on settle-
ments.

e S.213(1989)

O Requires the adjutant general to
maintain coverage for members of
the Maryland State Guard during
training.

e S. 430 (1989)

O Revises the definition of “pub-
lic safety officer” to include certain
volunteer firefighters or volunteer
ambulance personnel for coverage

purposes.

e S. 825 (1989)

0 Exempts certain owner-opera-
tors of motor vehicles who enter into
contracts with motor carriers from
coverage.

e H. 274 (1989)

O Increases the maximum payable
for funeral expenses to $2,500 from
$1,200 and extends the benefit period
from five to seven years after injury.

e H. 634 (1989)

O Transfers the responsibility for
determining the state average weekly
wage from the Department of Em-
ployment and Training to the De-
partment of Economic and Employ-
ment Development.

e H. 941 (1989)

o Changes elective coverage of vol-
unteer firefighters and rescue squad
members to mandatory coverage.

Michigan
e S.419 (1989)
O Creates a 45-member workers

compensation appeals board, effec-
tive July 1, 1989.

® S.422 (1989)

O Provides for changes relating to
efficiency in claims administration.
Creates the Board of Workers' Com-
pensation Magistrates and the Ap-
pellate Commission, and provides
procedures concerning claims resolu-
tion through mediation and arbitra-
tion.

e H. 4415 (1989)

O Adds criteria to protect the con-
fidentiality of certain claimant files
and records in applications of em-
ployers for self-insurance; however,
certain exceptions exist.

o H. 4220 (1988)

O Authorizes group self-insurers to
obtain employer liability insurance
that secures payment of compensa-
tion and benefits.

Missouri

e H. 1073 (1988)

O Eliminates coverage of inmates
in a state, county or municipal prison
or jail and patients or residents of a
state mental facility, except where
the inmate, patient, or resident was
hired after direct competition with
persons who are not the same and
employment is not contingent or af-
fected by the worker's status.

0 Eliminates volunteers of a tax-
exempt organization from coverage.

e H. 1277 (1988)

O Broadens coverage to include the
services of chiropractors for treating
injuries of workers.

Montana

e S.218 (1989)

0O Waives the time requirement
and extends the filing period for
claims an additional 24 months for
cases of a latent injury or equitable
estoppel.

e S.278(1989)

O Creates a guaranty fund to guar-
antee payment of claims against self-
insured employers that become insol-
vent and unable to pay claims.

e S.315(1989)

O Newly requires the state Work-
ers’ Compensation Fund and private
insurance companies to provide a
medical deductible item in

Continued on next page



We know you don’t have time to waste.

That's whywe'dlike to talk to you.
Briefly. About a less time-consumlng way
tomanage your heajth benefits program’
It's called PARTNERS National Health
Plans®

Our National Accounts Program helps

larger employers with multiple [ocations
Streamline the number ofunrelated health
Plans they offer. with 3 national network
of 31 HMOs. With one central contact to
coordinate your overall pro am. With
benefit options and local administrative
support for each location. With consol-

idated billing to helpyou track costs.

You see, PARTNERS is the third largest
managed care com any in America,
Backed by Aetna Life Insurance Company
and Voluntary Hosgitals of America, Inc®
the largest network of not-for-profit hospi-
tals across the coun try. This brings hos-
pital %roviders, physicians and the insurer
together as a team. A most efficient
arrangement,

Now that didn't take long. And neither
will any of our re resentatives. We hope
youtalk to one about oyr National Accounts
Program. It will be wel] worth your time.

N HERS

Tospend a minute with one of our representatives, call (800) 776-7602. Available for 8roups of 500 or more employees, intwo or more locations.
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any workers compensation pol-
icy issued after Sept. 30, 1989. Re-
quires the deductible to be in $500
increments, not to exceed $2,500 per
claim.

e S.421 (1989)

O Authorizes the governor to ar-
range agreements with any Canadian
province for reciprocal application of
its workers compensation laws to en-
sure coverage of Montana's employ-
ers and workers while temporarily
employed in Canada. Establishes
conditions for such reciprocity.

e S, 428 (1989)

O Authorizes the creation of a state
fund to operate as a non-profit inde-
pendent public corporation. Requires
the fund to insure every employer
that requests such coverage unless an
assigned risk plan is established
within the state. Gives the commis-
sioner of the Department of Labor
and Industry authority to establish
an assigned risk plan for workers
compensation.

e H. 21 (1989)

0 Exempts any dependent mem-
ber of an employer’s family from cov-
erage if an exemption can be claimed
for such person by the employer
under the federal Internal Revenue
Code.

e H. 155 (1989)

O States that an insurer is not re-
sponsible for providing additional
benefits for a subsequent non-work-
related injury to the same body part
after the injured employee has
reached maximum healing.

¢ H. 214 (1989)

o Allows the Division of Workers'
Compensation to appoint a represen-
tative for the claimant, or the benefi-
ciaries, who will apply for and re-
ceive benefits on behalf of the
claimant if the division determines it
to be in the best interest of such per-
son.

e H. 347 (1989)

D Provides that benefits for total
rehabilitation will begin after the
healing period and will continue for
up to 26 weeks.

O Permits an injured worker to be
reimbursed for reasonable costs for
travel and medical treatment at rates
permitted for state employees.

0 Provides that no compensation is
payable for the first 48 hours, or six
days of loss of wages, for total dis-
ability, whichever is less. Formerly,
compensation was not paid for the
first six days of wage loss due to an
injury.

0O Establishes a penalty not ex-
ceeding $200 that may be assessed on
an employer for giving an improper
notification regarding the cancella-
tion of an insurance policy. Adds an-
other penalty of not less than $200,
nor more than $500, for each offense
of refusal or negligence in submitting
required reports to the Division of
Workers' Compensation for proper
review of a claim.

O Establishes a penalty not ex-
ceeding $200 which may be assessed
on an employer for giving an im-
proper notification regarding the
cancellation of an insurance policy.
Adds another penalty of not less than
$200, nor more than $500, for each
offense of refusal or negligence
in submitting required reports
to the Division of Workers’ Comp-
ensation for proper review of a
claim.

O Provides that weekly compensa-
tion benefits must now be based on
the amount of elected wages, (not less
than $900 per month) not exceeding
1Y% times the average weekly wage of
all employees under covered employ-
ment, as established annually by the
Montana Department of Labor and
Industry.

O Permits the division to retroacti-
vely apply modification factors to the
experience rating systems of employ-
ers enrolled under plan 3, when the

factor is delayed decause the rating
bureau has not received sufficient
data to calculate a final modification
factor.

Nebraska

o L.B. 261 (1989)

O Permits hearings to be held at
the discretion of the court, anywhere
in Nebraska where the accident oc-
curred outside of the state, unless
otherwise stipulated.

o L.B. 410 (1989)

O Amends provisions relating to
modification of agreements or
awards.

Nevada

o S. 121 (1989)

O Prohibits an insurer from enter-
ing into exclusive agreements or con-
tracts for therapy treatment, or with
any particular pharmacy for filling
prescriptions, if such arrangement
would prevent the injured employee
from receiving prompt professional
care.

e S.241(1989)

O Authorizes insurers to deduct
from the benefits of an employee any
amounts obtained by the employee
through rmisrepresentation or con-
cealment of a material fact. Requires
repaymen. of any benefits received in
this mannar.

e S.258 (1989

o Allcws the Commissioner of In-
surance to withdraw the certification
of any salf-insared employer who in-
tentionally or repeatedly violates the
law.

e A. 141 .198¢)

O Increases the burial allowance to
$5,000 from $2,500. Extends to 60
days from 30 days the time for filing
a reques: for a hearing concerning
the propcsed closing of a claim.

e A.681(19389)

O Enacts new provisions concern-
ing frauculent claims for payment of
services rendered to workers com-
pensation claimants.

e A. 755 (1989)

O Adds a presumption that a dis-
ease of the lung is conclusively pre-
sumed to be work-related for a per-
son who has been employed
continuously and full-time as a po-
lice officer or firefighter for five years
or more prior to disablement.

e A. 790 (1989)

O Provides that compensation may
be received in a lump sum for injuries
occurring on or after July 1, 1981
(formerly 1987), for permanent par-
tial disability exceeding 25%.

New Hampshire

e S.8(1989)

0 Eliminates the requirement that
a call or volunteer firefighter must be
a member of the New Hampshire
Fireman's Assn. for coverage pur-
poses.

e H. 615 (1989)

O Creates a pilot program involv-
ing a study of medical, hospital and
remedial care in workers compensa-

tion.
New Mexico

e S.432 (1989)

O Amends coverage by excluding
qualified real estate salespersons.

O Permits employers to imple-
ment a safety program and pro-
vides for bonuses based on 10%
of a worker's wages if all eri-
teria to receive the bonuses are
met.

New York

e S. 8120 (1989)

0 Makes the employer responsi-
ble for replacing a lost or damaged
prosthesis that causes no bodily
injury to the employee. Clarifies
that damage to, or the loss of. a
prosthetic device is deemed to be
an injury, except that no disability
benefits are payable for such in-
jury.

e S.7571(1989)
O Increases various fines and pen-
Continued on next page
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alties concerning untimely payments,
notices and undue delays under the
workers compensation system,

® S, 7624 (1989)

O Provides for certain procedures
to be employed when a private insol-
vent self-insured employer defaults
on compensation payments.

® S. 8677 (1988)

o Provides that any county elect-
ing self-insurance may also elect to
cover voluntary ambulance com-
panies under the same terms and
conditions applicable to firefighters.

North Carolina

® S. 1202 (1989)

0 Clarifies coverage of contractors
and permits an exemption for any
subcontractor who has no employees.

o H. 1926 (1989)

O Authorizes the Insurance Com-
missioner to use experience modifiers
to calculate a self-insured employer’s

maintenance fund tax assessment.
Also increases assessments to the
stock and mutual workers compensa-
tion security funds.

North Dakota

e S, 2173 (1989)

O Establishes, by administrative
rule, an hourly rate for compensat-
ing claimant attorneys for legal ser-
vices following constructive denial of
a claim or issuance of an administra-
tive order reducing or denying bene-
fits. Adds a definition for “construc-
tive denial.” Further clarifies rights
and obligations under the law for
payment of attorney fees.

® S, 2237 (1989)

O Raises dependency allowances in
death cases to $10 from $7 per week
for each dependent child.

0 Newly permits injured em-
ployees to select a physician of their
initial choice for treatment; however,
no change may be made without
prior approval of the Workers’ Com-
pensation Bureau.

0 Allows recovery of costs for
travel and other personal expenses
related to an employee obtaining
medical care only if a request is made
by the employee. Authorizes mileage
of at least 50 miles one way, unless
total mileage equals or exceeds 200
miles in a calendar month, in order to
receive reimbursement.

0O Requires an employee to submit
to an independent medical examina-
tion by a physician designated or ap-
proved by the Workers’ Compensa-
ticn Bureau and upon request of the
bureau.

0 Exempts all compensation from
claims of creditors, except the
Workers’ Compensation Bureau
may recover any overpayments due
to clerical errors or any other cir-
cumstances unrelated to fraud.
Clarifies compensation awards for
aggravated injuries. Adds new pro-
visions relative to offset of perma-
nent total disability benefits when
an employee is also entitled to So-
cial Security retirement benefits.
Makes other changes.

® S, 2256 (1989)

O Establishes that the state aver-
age weekly wage will now be com-
puted to the next highest dollar. Per-
mits lump sum payment of
permanent impairment benefits,
based on 33%% of the state average
weekly wage rounded to the next
highest dollar; previously, compensa-
tion was limited to $60 per week for a
total of 500 weeks.

O Broadens the term ‘“‘artificial
members"” to include coverage of
eyeglasses or contact lenses under
certain conditions. Modifies and adds
other definitions under the law, in-
cluding coverage of “mental injury”
precipitated by mental stimulus.

® S,.2323 (1989)

D Creates a State Workers’ Com-
pensation Advisory Council to assist
the Workers' Compensation Bureau
in formulating policies related to ad-
ministration and in assuming impar-
tiality and freedom from political in-
fluence. The council will further
assist the bureau in establishing vari-

Companies,
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® S.2324 (1989)

O Gives the governor authority tc
appoint a Director of the Workers
Compensation Bureau who will sexve
under the direct supervision of the
governor. Formerly. the bureau wa:
composed of three commissioner:
who served for a period of six vears.

® H. 1119 (1989)

0 Prohibits medical providers fromn
billing a claimant directly for the dit-
ference between the usual and cus-
tomary charges and amounts alloweo
by the Workers' Compensation Bu-
reau fee schedule for services.

O Establishes a maximum ol
$10,000 for injured workers who sus-
tain catastrophic injuries for making
permanent additions, for remodeling
or for adaptations to real estate.

O Requires the bureau to estab-
lish a system of peer review in cases
involving medical care.

e H. 1128 (1989)

O Disallows compensation in cases
of total or partial disability where
duration is less than five consecutive
calendar days, formerly five days.

O Suspends all compensation and
benefits to any person confined to &
correctional institution, unless the
worker has a spouse or child eligible
for such benefits.

0 Offsets benefit payments for
total or partial disability where the
worker fails to report wages received
from any part-time or full-time em-
ployment.

O Provides that compensation, o1
any combination of compensation, o1
dependency awards may not exceed
the weekly wage of the employee
after deductions are made for Social
Security and federal taxes.

O Removes coverage of volunteer
firefighters and disaster emergency
trainees from the law. Adds a new
section which provides that if a
claimant is entitled to permanent
total disability benefits and Social
Security retirement benefits, the av-
erage wage loss benefits must be de-
termined according to provisions of
the workers compensation law. Pro-
vides that an offset of compensatior
may not exceed 40% of the em-
ployee’s weekly Social Security re-
tirement benefits.

@ H. 1191 (1989)

O Defines “substantial gainful em-
ployment.” Adds a calculated list of
options for returning the injured em-
ployee to substantial gainful employ-
ment.

O Provides for the appointment of
medical assessment teams to review
an injured worker's physical restric-
tions and limitations.

O Limits rehabilitation benefits tc
104 weeks, except in cases of cata-
strophic injury where benefits may
continue beyond five years; however,
additional benefits may be author-
ized to assist the worker with work
search after successful completion of
a rehabilitation program.

O Specifies that eligibility for par-
tial disability benefits continues suc-
cessfully up to two years after the in-
jured worker has completled a
rehabilitation program and acquires
substantial gainful employment.

e H. 1364 (1989)

O Increases weekly benefit pay-
ments for temporary or permanent
total disability to $160 from $150;
and to $100 from $90 for death in
cases where a claimant is eligible
for supplementary benefits.

Ohio

e Sub. H.B, 222 (1989)

O Limits the authority of the five-
member Industrial Commission 1o
adjudicating claims and moves over-
sight of the state’s non adjudicatory
operations to a new l12-member
Workers Compensation Board com-
posed of equal numbers of employers,
labor representatives and legislators.

Continued on next page
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The Board will be responsible for
setting operational policy; overseeing
implementation of the law by the ex-
isting Bureau of Workers Compensa-
tion; and selecting the administrator
of the Bureau of Workers’ Compen-
sation. Previously, the governor ap-
pointed the administrator.

In other provisions, the law, ef-
fective Nov.'3, establishes a medi-
cal section within the state’s Bureau
of Workers’ Compensation to assist in
developing policies that medical pro-
viders must follow.

The law also entitles employers to
reimbursement from the state’s Sur-

plus Fund when compensation has
been paid for a claim that is subse-
quently disallowed either in whole or
in part. :

It also requires employers that
self-insure workers compensation
risks to be assessed for state-man-
dated contributions to special funds
on the basis of workers compensation
payouts rather than payroll.

Oregon
e H. 2320 (1989)

O Clarifies the term “independent
contractor” by creating a universal
definition applicable to income taxes,
workers compensation, unemploy-
ment compensation, and the regis-
tering of residential builders.
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e H. 2461 (1989)

o Allows up to one-fourth of a
worker's disability payments to be
recovered for child and spousal sup-
port in certain cases.

o H. 2533 (1989)

O Requires insurers, upon request
of the Department of Insurance and
Finance, to provide a report of their
expenditures for safety and health
loss control activities. Previously, in-
surers were required to submit an-
nual reports.

e H. 2684 (1989)

O Modifies the list of qualified gov-
ernment group self-insurers to in-
clude an employer of a Public Hous-
ing Authority.

e H. 3176 (1989)

0 Clarifies that employers and
their workers from another staie are
exempt from coverage while the em-
ployer has a temporary workplace
within the state, provided certain
conditions are met. Formerly, the ex-
emption was applicable only to a
worker. Adds a new definition for
“temporary workplace.”

Rhode Island

e S. 194 (1989)

O Creates a Special Legislative
Commission to investigate occupa-
tional diseases in the workplace. Re-
quires the commission to submit a
report on its investigation to the Gen-
eral Assembly on or before April 3,
1991.

e S. 736 (1989)

O Authorizes the workers compen-
sation director to present educational
seminars and publications in a spe-
cial volume containing provisions of
the workers compensation aw. Pro-
vides that all fees received from se-
minars must be used to further edu-
cate the public.

e S, 1235 (1989)
O Relates to workers compensation
claims for medical care.

e H. 5634 (1989)

0 Provides for any eligible state
employee to utilize the treatment fa-
cilities at the Donley Rehabilitation
Center, regardless of date of injury.

e H. 5653 (1989)

0O Provides for increases in depen-
dency allowances for permanent total
disability when the number of de-
pendents increases. :

e H. 5903 (1989)

O Establishes a new education unit
within the Department of Workers'
Compensation with offices around
the state. Provides for services con-
cerning prevention of occupational
diseases and injuries, provides train-
ing for non-management employees

and employers concerning proce-
dures and rights under the workers
compensation law, and provides in-
formation to employers and employ-
ees concerning known and suspected
workplace hazards.

South Carolina

e S.253(1989)

O Provides new procedures relative
to administration of claims filed by
members of the Workers' Compensa-
tion Commission and their families or
by employees of the commission;
however claims filed for medical
benefits only are not included.

e H. 3014 (1989)

O Provides that surviving non-
dependent children are eligible for
death benefits when a deceased em-
ployee leaves no dependent survivors.
Requires that any remaining berefits
of a deceased employee must be di-
vided equally among all children
when the last child is no longer en-
rolled in an accredited educational
institution; previously any remaining
benefits were terminated.

e H. 3195 (1989)

O Reduces the maintenance tax as-
sessment to 3.5% from 4.5% of actual
operating costs for fiscal year 1990-
91; and for fiscal year 1991-92 and
afterward, the reduction will be at
2.5%.

e H. 3448 (1989)

O Specifies that a report of injury,
excluding injury to the back, may be
filed in summary if there is no com-
pensable lost time or permanency
and the medical treatment does not
exceed an amount established by reg-
ulation of the Workers’ Compensa-
tion Commission.

e H. 3657 (1989)

O Raises minimum weekly benefits
for death to $75 from $25, not to ex-
ceed the employee’s average weekly
wage.

e H. 3762 (1989)

O Provides for a 5% penalty on
maintenance taxes unpaid within 15
days of due date. Establishes per-
centages for maintenance tax assess-
ments for fiscal years 1991-92, and
thereafter.

e H. 4198 (1988)

O Requires employers to provide
and enforce the use of safety appli-
ances, and adopt and enforce safety
rules and regulations; previously the
Workers' Compensation Commission
was responsible for workplace safety
regulations. Provides that employees
who violate safety rules and regula-
tions are ineligible to receive com-
pensation for occupational disease.

South Dakota
® S.44(1989)
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O Transfers the administration of
the Subsequent Injury Fund from the
Department of Labor to the Division
of Insurance.

e S.160 (1989)

O Sets a 60-day limit on compen-
sation payments for temporary total
disability in cases where an employee
is unable to return to his or her usual
and customary line of employment,
provided the employee is pursuing
rehabilitation.

e H. 1356 (1989)

0O Allows a self-insurer, or a ren-
ewing self-insurer, to secure compen-
sation with a surety bond, cash, cer-
tificate of deposit, approved
government securities or an irrevoca-
ble letter of credit in a total amount
equal to the greater of: $250,000;
twice the amount of compensation
claims paid by the employer during
the preceding calendar year; or the
amount designated by the employer
as a reserve for workers compensa-
tion claims. Adds other relative terms
and definitions.

Tennessee

e S. 426 (1989)

O Permits government group self-
insurers to participate in the Second
Injury Fund.

e S. 1095 (1989)

0O Provides that disbursements.
from the Second Injury Fund will
be made only in accordance with the
decree, instead of through the court
clerk.

Texas

e SCR 66 (1989)

O Resolves that the 71st Legisla-
ture direct schools in Texas to re-
quire course instruction in industrial
hygiene, safety and occupational me-
dicine and nursing since these speci-
fied health fields would have a signif-
icant impact on medical cost
containment.

o HCR 123 (1989)

O Resolves that the 71st Legisla-
ture instruct the State Board of In-
surance to reassign furniture stores
to more accurate classifications since
many of these businesses are suf-
fering from unjustified economic
losses.

Utah

e HIR 34 (1989)

O Creates an interim committee to
study the mechanics of establishing a
rehabilitation program for indus-
trially injured workers.

e S.163(1989)

O Increases the solvency level of
the uninsured employers fund re-
serve to $2 million from $500,000.

e S, 219 (1989)

O Provides that payment of com-
pensation must commence within 30
days, formerly 90 days, after a final
award of the Industrial Commis-
sion,

e H. 160 (1989)

O Specifies that volunteer
firefighters will be covered as
employees of local government enti-
ties.

e H. 3-XX (1988)

O Newly establishes a $3,000 limit
to cover rehabilitation and training
of a permanently and totally disa-
bled employee.

0 Changes the title “Vocational
Rehabilitation Agency' to “Utah
State Office of Rehabilitation.”

e S.106 (1988)

O Creates a state self-insurance
program for workers compensation.
Requires that all state agencies, de-
partments, boards and commissions
be participants in the program and
contribute to the fund.

Virginia
e S. 301 (1989)
o Clarifies the provision regarding

the tolling of the statute of limita-
Continued on next page



L Uatitbon Lholidnce, LUCLODEY 19, 1Jo0Y / bl

Continued from previous page
tions,

e S.472 (1989)

O Provides that when disputes
arise over vocational rehabilitation
training services being provided to
an employee, a request may be made
to the Industrial Commission for ap-
proval of such services,

® H. 1577 (1989)

0 Exempts taxicab drivers from
coverage, provided the Industrial
Commission has been furnished evi-
dence that such individual is ex-
cluded from taxation by the federal
Unemployment Tax Act.

© H. 1578 (1989)

O Authorizes the Industrial Com-
mission to make an award within 36
months from the date of accident in
cases where no compensation has
been paid and where review of an
award is based on a change in condi-
tion.

@ H. 1654 (1989)

0O Newly provides that hearings
convened by the Industrial Commis-
sion are considered public proceed-
ings and may be video recorded at
the discretion of the commission,
subject only to the same limitations
and conditions that apply to other
court proceedings in the common-
wealth.

e H. 1657 (1989)

O Allows an employer to elect cov-
erage for an independent contractor
under his or her policy as an em-
ployee of the employer, if agreement
has been reached between the inde-
pendent contractor and the insurer.

® H. 1659 (1989)

O Authorizes the Industrial Com-
mission to fine an employer or in-
surer $1,000, or apply other sanctions
against an employer, for failure to
file a memorandum of agreement
with the commission within 14 calen-
dar days of execution.

e H. 1972 (1989)

© Amends conditions under which
an ordinary disease of life is consid-
ered an occupational disease for cov-
erage purposes, to include any infec-
tious or contagious disease
contracted in the direct delivery of
health care in the course of employ-
ment. States that claims for symp-
tomatic or asymptomatic infection
with human immunodeficiency virus,
including acquired immunodefi-
ciency syndrome, will be forever
barred if not filed within two years
after a positive test of such infection.

Washington

e S. 5679 (1989)

O Transfers certain functions re-
garding the Reserve Fund and the
State Fund from the State Insurance
Commissioner to the Department of
Labor and Industries.

e H. 1518 (1989)

O Requires that any common or
contract carrier doing business (for-
merly domiciled in the state) in the
state exclusively in interstate or for-
eign commerce, or in any combina-
tion, to provide coverage for their
Washington employees, unless cover-
age has been established for such em-
ployees under the laws of another
state. Provides that any common or
contract carrier or its successor who
was formerly covered, and by virtue
of being exclusively engaged in such
business, withdrew its liability for
workers compensation coverage will
be governed by the provisions of this
section in effect as of that date.

¢ H. 1709 (1989)

O Appropriates a minimum of
$300,000 from the Medical Aid Fund
to the Department of Labor and In-
dustries for the biennium ending
June 30, 1991, to carry out the pur-
poses of this act.

West Virginia

» SCR 22 (1989)
0 Urges the U.S. Congress to
nact legislation to restore interim

black lung benefits to disabled coal
miners whose benefits were put in
jeopardy by a recent U.S. Supreme
Court decision.

e S.576 (1989)

O Provides that the Workers’
Compensation Commissioner is re-
sponsible for establishing fee
schedules, for making payments
and taking any other appropriate
action as required or allowed by
law regardirg state health care.
Clarifies the law is not intended to
prohibit an employer from partici-
pating in a preferred provider or-
ganization or program, or a health
maintenance organization, or other
medical cost containment relation-
ship with providers of medical,
hospital, or other health care.

® H. 2672 (1939)

O Makes state employees ineligi-
ble for workers compensation
while receiving sick leave benefits;
however, this provision does not
apply to a permanent disability.

Wyoming

e S, 28 (1989)

0 Changes the statute of limita-
tions for benefits previously paid by
providing that a claim for disability
or medical benefits must be filed
within a four-year time frame or any
rights to benefits will be terminated.
Notwithstanding the statute, medical
claims may be accepted if certain
conditions are met.

e S, 29(1989)

O Revises compensation payments
for temporary total disability to be
based on two-thirds of the em-
ployee's actual monthly earnings at
the time of injury, not to exceed the
state’s average monthly wage. Pre-
viously, benefit payments were based
on two-thirds the employee’s
monthly earnings for 12 months im-
mediately preceding the injury.

O Provides that the confidentiality
provision now covers information
obtained from employers and em-
ployees regarding reporting require-

ments and information concerning
enforcement activities of the Work-
ers’' Compensation Division.

0 Prohibits an employee who is re-
ceiving unemployment compensation
from receiving workers compensation
disability benefits. Attorney fees are
now set by hearing examiners based
on an hourly rate and all services
must be itemized and verified.

O Creates the Office of Indepen-
dent Hearing Examiners as a sepa-
rate independent agency funded by
the workers compensation account.
Further amends the law concerning
review and settlement of initial com-
pensation claims and any subsequent
claims.

® S, 122 (1989)

O Classifies mine rescue teams as
extrahazardous employment for cov-
erage purposes. Defines “mine rescue
team™ as covered employees while
engaged in mine rescue operations
work and training.

e H. 28 (1989)

O Redefines “emplover” for cover-
age purposes to include anv person
who employs an emplovee engaged in
an extrahazardous occupation. Pro-
vides that an emplover must be qual-
ified as a resident emplover or as a
non-resident emplover. Clavifies
“non-resident employer or emplovec”
as a person who is temporarilv em-
ployed in Wyoming. but not covered
by the state's workers compensation
law.

e H. 29 (1989)

O Enacts new coverage for volun-
teer peace officers and for volunteers
who are trained to handle or work
with hazardous substances. Further
clarifies, modifies and expands the
coverage of extrahazardous occupa-
tions.

e H. 72 (1989)

O Permits surcharges to be as-
sessed on employers if revenues in
the Workers' Compensation Account
are projected to be inadequate to pay
benefits and repay any loans. a
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Active role urged for RRG investors

By ADRIENNE C. LOCKE

ARLINGTON, Va.—Risk reten-
tion groups must actively plan tai-
lor-made investment strategies
with their managers, according to
an investment advisory executive.

Plans should match investment
objectives with business needs and
should consider a group's financial
limitations, according to Laura R.
Estes, president of Aetna Financial
Services Inc. in Hartford, Conn,, an
Aetna Life & Casualty Co. subsidi-
ary that provides investment advi-
sory and investment banking ser-
vices.

Investment tactics should differ
depending on whether a group is
looking for funds to pay claims or
to build up surplus, Ms. Estes told
the National Risk Retention
Assn.'s annual meeting Oct. 3-5.

For example, when selecting in-
vestments whose returns will be
used to pay claims, liquidity is
vital to ensure that the group has
money to settle promptly, she said.

A portfolio, she said, should also
be structured to ensure that invest-
ment proceeds are available to pay
future claims. She advises groups
to invest, for example, in bonds
with different maturity dates.

Risk retention groups’ invest-
ments should at least guarantee the
return of the initial cash outlay,
said Ms. Estes, cautioning that
high-risk, high-yield junk bonds
are too volatile.

When a risk retention group
begins formulating a strategy, it
should make clear to its investment
manager what sort of investments
it is willing to make, she cau-
tioned.

A manager and group should
also discuss the risks involved in
each investment being considered
before selecting a plan, she said.

According to Ms. Estes, the pros
and cons of several investment ve-
hicles include:

e Near-cash and equivalent in-
vestments.

These investment vehicles in-
clude money market accounts, U.S.
Treasury bills, short-term bank
certificates of deposit and short-
term municipal bonds.

These investment options are ac-
cessible, easily liquidated and are
a good choice if the funds and the
returns on these investments are
used for everyday business, ac-
cording Ms. Estes.

However, returns would be
higher on corporate or municipal
bonds.

e Corporate bonds.

They are designed for consistent,
long-term returns. Agencies rate
each bond from AAA to BBB.

Typically, corporate bond face
values are $1 million to $10 mil-
lion, but face values are available
from $250,000 to $1 million. How-
ever, commissions on lower face
value bonds are greater than those
on bonds of typical face value.

Corporate bond returns can be
4% to "% higher than those on
U.S. Treasury bonds with an equal
maturity.

Marketability of corporate bonds
is uneven, with older bonds being
traded far less often than new
ones, “so you want to know when
the bond was issued,” said Ms.
Estes.

e Municipal bonds.

Differences in accounting prac-
tices may make them riskier than
corporate bonds, even when mu-

' nicipalities and corporations have

equal bond ratings.

Municipal bonds also may be
difficult to sell and demand can
fluctuate greatly.

However, returns can be A% to
1%% higher than U.S. Treasury
bonds with similar maturities.

e Mortgage pass-through pools.

A bank packages a pool of indi-
vidual home mortgages, which is
guaranteed by the Government
National Mortgage Assn., the Fed-
eral National Mortgage Assn. or
the Federal Home Loan Morigage
Corp. Pool investors purchase par-
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ticipations and receive income
from payments made by the mort-
gagees.

They have a high cash flow and
the government guarantee makes
them top-rated credit risks. And
returns can be 1% to 1%4% higher
than those of U.S. Treasury bonds
with equal maturities.

However, mortgage pass-
throughs are vulnerable to fluc-
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tuating interest rates. For example,
if a risk retention group purchases
a pass-through of 10 30-year mort-
gages at an 11% interest rate and
rates fall to 7%, mortgages may be
refinanced and paid off in less than
30 years.

Prepaymenf funds are passed on
to investors but the overall cash re-
turn decreases with each prepay-
ment.

READER
Insurance 33~
‘ CARD
Issue Date: OCTOBER 16, 1989 | 123 45
Card Expiration: DECEMBER 8, 1989 L 16 17 18 19 20
|
All questions must be answered in order to | 31 32 33 M4 3
have your inquiry processed. | 46 47 48 49 50
_ Please check one ltem for each category: | ©1 62 & & %
1. My organization is best described as: 76 77 78 79 80
[Mig/Sves £ (ins Agent x CJAdj/Apprs
;[]AMsigaciaﬁon c(ins Brg(?kar LDTPIA P 9 e R 55
c¢OUnion n[lins/Reins Co m[IHealthcare
o [JGovernment 1 DActry/Consit Inst

Issue of October 16

READER - READER )

SERVICE # ADVERTISER PAGE # SERVICE # ADVERTISER PAGE #
- Aetna Life and Casualty ........... 9 — Industrial Insurance Mgmt. ....... 32
— Affiliated FM/Appalachian .. ... 54-55 — L e . Pt 56
— Allstate Insurance Companies . . ... 20 — Tred Sod e o s sy 60
— American International Group .... 26 16 Kemper Insurance Group .......... G

1 American Re-insurance ........ 34-35 — Kornreich Organization .......... 56
2 Argonaut Insurance Co. ........ 58-59 17 Liberty Mutual .. ......ocov0eooms 25
— Atlantic Star Intermediaries .. .... 60 18 Mass Mutual Insurance ........ 30-31
3 Blue Cross Blue Shield ........ 37-44 19 Media/Professional Ins. . ......... 61
4 Blue Cross Blue Shield ........ 45-46 — Mertill Lynch - s svami siens - 11
5 Brownyard Brothers ............. 26 — Mettil) LyBeh oo v sones ik 12-13
— Curnegie Insurance Services ...... 70 2 Metropolitan Life Ins. Co. ........ 10
6 CIGMR - oo, i it 15 21 National Reinsurance ............ 53
— Coopers & Lybrand .............. 28 — Northfield Insurance ............. 64
7 COVAE N ot s S sy i 65 — Partner's HealthPlan ............ 57
8 Crawford & Company ............. 4 22 Pharmaceutical Card System ... ... 7
- 5 £ B R 28 — Pitney Bowes ..........oopinin 23
9 Employers Reinsurance .......... 47 23 Protection Mutual Ins. Co. ... .. 18-19
10 Equicor Health Plans ............ 32 — Reliance Insurance Company ..... 33
11 TETISO0) - o waons siesime s s S 72 24 Reliance National Risk Spec. ..... 48
12 EAGS00! = s e sisivion i siwsesisiosts o 73 25 Resource Inform Mgmt. Systems 36
13 | T e e B e e e e e e 74 — Scor Reinsurance ............. 66-67
4 EFIE00 5 < oviis soass oSS 75 — Sherwood Insurance Service ... ... 65
— Essex Insurance Company ........ 24 - Skandia America Group ....... 16-17
15 Fidelity & Deposit ............... 14 26 Swett & Crawford Group . ........ 22
—5 Front Royal Group .............. 62 — THNENRsE s on s v ngs e s 71
—_ GENERALI US Branch ......... 27 — Travis Pedersen & Associates .. ... 68
— General Reinsurance ............. 29 27 Wausau Insurance Company ....... 5
— IBM/WINS Incorporated ......... 51 28 Zurich-American Insurance Co. ... 82

Circle the numbers below that co
listed on our Advertiser Index for the

21
K
51
66
81
96

106 107 108 109 110 111 112 113 114 115 116 117 118 119 120
121 122 123 124 125 126 127 128 129 130 131 132 133 134 135
136 137 138 139 140 141 142 143 144 145 146 147 148 149 150

And lower rates could hamper a
group that has based future claims
funding on investments returning
11%. i

After choosing its investment
path and observing its returns, a
risk retention group next should
evaluate the performance of its
portfolio relative to the group’s
short-term and long-term goals,
Ms. Estes said. [ ]
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A special editorial section
sent exclusively
to insurers and reinsurers

InsurerTopics

Claims technology advances

Pohcyholders wishes
are insurers’ commands

By MARK A. HOFMANN

Technological advances are making it
easier for insurers to satisfy policyhold-
ers’ demands for better and faster
claims processing.

Insurance buyers, whether consumers
of personal or commercial coverage,
want more than to simply receive a
check in the shortest possible time. They
also want to know why they've been
paid what they've been paid. And, in
some-cases, commercial insurance cus-
tomers often want to have instant access
to their claims files as well.

In response, insurers have begun con-
centrating on using automated claims
systems to enhance customer satisfac-
tion as well as speed up processing.

For example, the development of rela-
tional data bases has given insurers ac-
cess to large amounts of information
with simpler programming compared
with structured data bases, which had
required much more complicated pro-
gramming for data retrieval.

In addition, technologies that are
barely off the drawing board, such as
image processing and expert systems,
may further smooth the claims handling
process.

Insurers must look more closely at
improving customer service through
claims handling if they are to dzfuse
consumer resentment, some insurance
automation experts say.

“In my opinion, automation and cus-
tomer service go hand in hand,” said
David L. Mullen, president and chief
executive officer of Chicago-based CCC
Information Services Inc.

Claims handling, he said, ‘“‘is no
longer the poor cousin of underwriting
and marketing.”

CCC Information Services maintains
a vehicle data base of the inventories of
more than 3,000 automobile dealers in
the United States and Canada. The in-
formation, which is updated at least
weekly, is used by about 200 property/
casualty insurance companies to dster-
mine the value of insured automobiles
that are deemed a total loss.

In an address to a symposium on
claims and customer service in Chicago
this fall, Mr. Mullen said that passage in
California of Proposition 103, an irsur-
ance regulation reform measure, should
force insurers to change the way they
handle claims.

“Whether we want to admit it or not,
Proposition 103 is only the tip of the
iceberg with regard to consumer disen-
chantment and misunderstanding of the
industry,” said Mr. Mullen, referring to
the California voter initiative that man-
dated premium rollbacks and other reg-
ulatory changes.

“Whether it remains in its present
form or not is irrelevant; Proposition
103 as a reflection of an attitude is not
going away, and we have to face up to
the fact that we’ve done a poor job of

educating the public about the basic
concepts and realities of insurance and
also—and perhaps more importantly—
we can and have to do a much better
job of running our business.”

Mr. Mullen said that ‘“‘traci-
tional thinking with respect to
claims’ is not necessarily
going to work. “There is
more to running your
business’ than simply
cutting expenses, he
said,

“Good customer ser-
vice in claims requires an
investment, but that in-
vestment is worth a great
deal in meeting the most im-
portant business task any in-
surer has: retaining the customer,”
Mr. Mullen said.

He used as an example an imaginary
company with 1 million policies. The
average cost of marketing and under-
writing each policy is $125, which
makes the total investment $125 mil-
lion, he said. But the company loses 12%
of it customers each year, Mr. Mullen
said.

“Industry statistics suggest that ap-
proximately half of this total leave be-
cause of price; the balance were disap-
pointed in service,’”’ he said.
‘“‘Approximately one-third of the 12%
have had a claims experience,” he said.

The company has to pay out $15 mil-
lion in costs related to generating busi-
ness just to stay even, Mr. Mullen said.

“If your customer service can influ-
ence that lapse rate by a mere 1%, you
can save your company in excess of $1
million a year. And that savings doesn’t
come from claims department expenses.
It comes from lower marketing and un-
derwriting costs,” he said.

The illustration demonstrated that
“there is more today to managing claims
than just managing costs,” Mr. Mullen
said. “You have to invest in customer
service and make sure that the rest of
your company understands the payoff.”

An investment in automated claims
handling should pay dividends in cus-
tomer satisfaction as well as in stream-
lined operations, asserts Larry Mihalik,
senior manager-claims automation for
the companies of the Schaumburg, Ill.-
based Zurich-American Insurance Co.

Five years ago, most insurers
looked at automation primarily
as a means of increasing effi-
ciency, but now insurers
have begun to look at au-
tomation from a slightly
different perspective.

Wausau, Wis.-based ({#
Wausau Insurance Co. de- =
veloped a system dubbed
DIAL Wausau that allows
large corporate policyhold-
ers to review their claims
files by phone. So far 70
commercial policyholders

ard ohling (see story, page 62?_}}‘ :

Insurers now seek ‘“not only to im-
prove operating efficiency, but also to
enhance our ability to provide enhanced
service to our policyholders,” said Mr.
Mihalik of Zurich-American, which has
developed a similar system.

Zurich-American developed ACCESS
—or “Advanced Computerized Claims
Entry and Service System”—with the
idea that ‘“‘everything should be user-
friendly,” he said.

Ease of use helps when a pf)llcyholder
is reviewing its claims record, he added.
Five of Zurich-American’s large com-
mercial clients currently make inquiries
about their claims service through com-
puter terminals, he said.

One of the best features of ACCESS is
that it allows ‘‘real-time updating,”
which means that claims information
can be retrieved as soon as it is entered
into the system, said Mr. Mihalik.

If a client wishes to receive all claims
made since a certain time, an up-to-date
list that includes information entered

“only moments earlier also can be pre-

pared, he added.

The use of autcmation also has im-
proved claims hendling at Hartford,
Conn.-based Aetna Life Insurance Co.,
said John L. Ruggiero, director—claims
services. The system—AECCLAIMS for
“Aetna’s Computerized Claims System”
—is a real-time, ir.teractive system that
operates 14 hours a day, he said.

The system links roughly 6,500 termi-
nals in 35 Aetna cffices throughout the
country with threz International Busi-
ness Machines Ccrp. 3033-200E com-
puters at the insurer's data center in
Middletown, Conn., said Mr. Ruggiero.
It handles more than 250,000 claims a
day and pays out more than $40 million
in benefits daily, h= added.

For example, th2 system has permit-
ted Aetna to beat its goal of paying
group dental claims within 10 days of
submission. The actual average is now
9'% days, he said.

Automation has improved the quality

Continued on next page
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Claims advances
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chief advantages of expert systems
used in underwriting, Mr. Roberts
added (IT, May 15).

In addition, an expert system
could audit a claim as it is being
processed, Mr. Roberts said.

Expert systems also could speed
up claims processing, he said.

“The time requirement would be
greatly reduced,” because some
routine types of claims—such as
those for certain types of tests that

An expert system
could audit a claim as
it is being processed,

says Mr. Roberts of
Gateway Information.

detect certain diseases—really
don’t require a great deal of human
oversight.

Sunnyvale, Calif.-based Syntel-
ligence Inc. is considering the
creation of an expert system for
claims-handling, said Lynn Ed-
wards, product marketing man-
ager-insurance. Syntelligence al-
ready has developed expert
systems for underwriting.

A claims-oriented expert system
probably would be most useful in
determining the value of liability

claims, Ms. Edwards said. It could
help answer, for example, what a
particular pain and suffering claim
is worth.

However, not all automation ex-
perts are sold on the idea that ex-
pert systems will enhance insur-
ance claims handling.

As the Insurance Institute of
America's Mr. Gatza noted, no
matter how good the system might
be, people will still be needed to
make claims-handling decisions.

“You don’t capture all of a per-

_ son's expertise in an expert sys-

tem," he said.

Expert systems would provide
“very few if any advantages to a
claims system,” said Zurich-
American’s Mr. Mihalik. “The in-
formation expert systems could
provide, I could provide with my
data base,” he said.

While individual technological
advances should enhance claims
handling, the integration of the
various technologies—e.g., tele-
phone- access, imaging and artifi-
cial intelligence—into one system
would be the best of all worlds,
said Warner’'s Mr. Hameyer.

John Woolery, vp-marketing for
Indianapolis-based Pallm Property
& Casualty Ine., another Swiss Re
affiliate that provides service and
software to the property/casualty
insurance industry, agreed.

“‘We are moving toward inte-
grating these systems into our
PallmWise Workstation,”” Mr.
Woolery said. [ ]

Imaging replaces files '

to save insurers millions

By MICHAEL BRADFORD

Insurers are saving millions of
dollars by replacing folders full of
paper with electronic images of
claims forms and policies.

“Imaging,” the hottest trend in
company automation, has vendors
and users singing its praises.

“In five years, image processing
will be where word processing is
now,” predicts a spokesman for
Metafile Information Systems Inc.,
a Rochester, Minn.-based vendor of
imaging systems.

The paper-intensive business of
insurance seems ideally suited to
the technology.

“Insurance is a key market for
us. There is a tremendeus amount
of activity,” said Roger K. Salli-
van, director and program man-
ager at Lowell, Mass.-based Wang
Laboratories Inc.

It “is the most closely matched
zpplication for the system,” said
Robert Ellis, presider: of Elec-
tronic Document Mznagement
Systems in Houston. His company
has been particularly busy recently
installing imaging equipment in

Reaching a top level audience of

38,212%, Insurer Topics provides

specialized information for insurance
and reinsurance company executives.

Publishing the third Monday of every
month as an integral part of

Business Insurance — Insurer Topics
gives readers and advertisers a quality

Iimaging systems, like this o

can

speed information retrieval and service and save insurers millions.

insurance offices, he said.

Insurance accounts for about
10% of the imaging industry’s 1988
total revenue of $3.35 billion (in-
cluding imaging, microfilm and
microfiche systems and vendor
services) and 7.5% of the $800 mil-
lion in revenues generated solely
by imaging, according to a consul-
tant’s study for the Assn. for Infor-
mation & Image Management in
Silver Spring, Md.

Total imaging revenue is pre-
dicted to more than double—to
$6.8 billion—by 1983, though the

study does not say how much
growth could come from sales to
insurance companies.

Pinning down a single definition
of this relatively new technology is
not easy. Increasingly popular
since 1984, it is alternately re-
ferred to as image processing,
image management, forms man-
agement and document storage and
retrieval systems, depending on
users and vendors.

By whatever moniker, imaging
involves scanning a document and

Continued on next page
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storing the image in a computer
system. Once stored, an image can
be manipulated or data added and
the documents electronically pro-
cessed along the same route as
paper forms.

Some systems scan components
of a document, like logos or signa-
tures, and electronically place
them onto boilerplate forms.

Vendors and users say the ad-
vantages include:

® Quicker processing.

Several computer operators in
different departments can simul-
taneously process from a single
document.

® Lower printing costs.

Firms no longer need large vol-
umes of duplicate blank forms.

® Improved service.

Information can be retrieved im-
mediately for an agent or policy-
holder, rather than waiting for a
clerk to physically retrieve papers.

® Fewer lost documents.

® Improved work flow and pro-
ductivity from employees no longer
bogged down in paper-intensive
work.

® Freeing up space formerly
used for file cabinets.

Scanned documents are stored
efficiently on optical disks, dozens
of which fit in a single “jukebox.”
Each jukebox can replace 140
four-drawer file cabinets, accord-
ing to an imaging system vendor.

Potential savings to insurers and
other firms can be large, vendors
say.

“I would stand up in front of the
president of any insurance com-
pany and say there is no invest-
ment he can make that will give
him anywhere close to the rate of
return or have as dramatic an im-
pact on the bottom line over the
next 12 to 24 months,” as an imag-
ing system, said Tom Scott, man-
ager of the insurance market group
of Carrollton, Texas-based Elec-
tronic Form Systems.

CIGNA Corp. customers are ex-

Letters

Determined efforts
required to recruit
recent graduates

To the editor: As a college re-
cruitment consultant and former
director of staffing at Aetna Life &
Casualty Co., I am confused by and
concerned about several state-
ments contained in “College Stu-
dents No Longer Avoid Insurance
Careers” (IT, Aug. 21).

While it is certainly true that some
insurers have been able to compete
more effectively on campus the past
few years, the article mistakenly at-
tributes their success to some nebu-
lous change in student attitudes
about business careers.

What the article understates and
perhaps underestimates is the tre-
mendous effort required of insur-
ance companies to overcome indus-
try stereotypes and to educate
young people about career oppor-
tunities. The companies that have
upgraded the professionalism of
their campus programs and have in-
vested the resources to target, re-
cruit and retain talented college
grads are the ones that will be bet-
ter positioned to select from the
dwindling pool of applicants over
the next decade.

To conclude that the challenge of
attracting students to the industry
has abated fails to recognize the
growing imbalance in the supply of
and demand for new grads and the
increasingly sophisticated recruit-
ment methods that employers use
to compete for entry-level staff.

Mary E. Scott
President

M.E. Scott & Co.
West Hartford, Conn.

pected to quickly realizz the ad-
vantages of the Wang imagir.g sys-
tem used to administer pension
benefits, said Scott Kania, assis-
tant director of the group psnsion
division in Hartford, Conn.

“One of our philosopaies is to
lead with our technology.” h=2 said.
“Our existing clients will certainly
see the adventages. . and we ex-
pect they wil: measure our ccmpet-
itors against sur capabilities

With 60 work stations, CIGNA
plans to cut response time on client
inquiries and to recoup its $2.5
million investment in akout 2%
years. “Our goal is to answer a 2li-
ent inquiry while the clieat is on
the phone," 1ather than zeturn his
call, Mr. Kan:a noted.

All paper documents should be
converted by next year and micro-
fiche in 1991, he said.

The company also will clear out

Continued on next page

COGNAC+PLUS
No Volume Too High + No Budget Too Low

In the search for autcmation you'll find a wide difference in clairs and administration systzms.
The right system for today’s Life & Health business is COGNAC#?LUS. Complete functionaliy,
complete automatior and competely affordable. Meinframe performance on a single desk-too PC
or local area network COGNAC+PLUS is unsurpassed in its cadabilities for total Life & Hzalth
administration and claims processing

THE POWER OF A MAINFRAME
THE SIMPLICITY OF A MICRO

APEX DATA SYSTEMS

6464 E. Grant Rd., Tucson, Arizona 85715 (602) 298-1991

For well over 100 years, Munich Re has besen
leading the way for clients, assuring them
unparalleled service for every reinsurance
situation. In good times and in bad times,
Munich- Re has quietly continued to achieve
enviable quality in every aspect of semnice
to the insurance industry.

By any measure....Munich Re excels!

MARC

Munich Re Group
New York ¢ Chicago ¢ Atlanta
San Francisco ¢ Dallas ¢ Boston

Columbus » Hartford
Philadelphia

Munich Re Group inthe USA: MARC and MARC-Life




62F / Business Insurance, October 16, 1989

Insurer Topics

Imaging

Continued from previous page

“‘an enormous amount of floor
space’ when it replaces filing cabi-
nets with two 89-disk jukeboxes
that together will store 80,000 doc-
uments, Mr. Kania said. The space
will help accommodate a growing
Hartford operation, he said.

Other insurers aim to save money
spent on developing and printing
commonly used forms.

“The difference in stocking plain
paper vs. buying the forms paid
for the system,” said Gary Tobia-
son, vp and director of information
services for Federated Life Insur-
ance Co. in Owatonna, Minn.,
which uses imaging to print work-
ers comp policies.

With Metafile's imaging system
—called MetaView—Federated
scans logos and common signatures
on an optical disk. Those compo-
nents, plus information from the
company mainframe, are loaded
onto boilerplate forms.

Electronic_forms can then be
processed by underwriting and
rating personnel and printed at the
main office or any Federated
branch equipped with printers.

The system automatically assigns
information to any of the 36 boiler-
plate forms required by regulators
in the 36 states where Federated
writes workers compensation in-
surance, he said.

Federated may eventually add a
full-blown imaging system to scan

and store all company documents,
he said.

In ‘“forms management,” com-
panies save time and money with
imaging, said Mr. Scott of EFS.

At $50,000-$150,000, the EFS -

system lets users develop docu-
ments like claims or policy forms
on IBM mainframes or microcom-
puters. “‘Since we have customers
with several hundred printing lo-
cations, they can centrally develop
the forms and distribute them elec-
tronically,” he said.

“Instead of going to a commer-
cial printer and having hundreds
of thousands of forms printed and
stored in a warehouse, you can go
into the system and order 500 at a
time,” Mr. Scott said.

Vendors stress the convenience
of adding imaging systems to work
with existing personal computers.

For example, PCs with memories
as small as 640K can work with
mainframes and minicomputers in
the MetaView program, a company
spokesman says.

“Qur software moves computing
from the mainframe to the PC,” he
said. “The mainframe hands out
the information the PC needs to do
the computing.”

Sigma Imaging Systems Inc. in
New York also touts use of its Om-
niDesk system with PCs already
linked to a mainframe.

Prices are kept down in part by
its ability to work with an existing
mainframe, said Adrienne Gans, a
Sigma marketing and sales repre-

sentative.

Depending on application, a full
work station costs $30,000-
$35,000, including a p-oportional
share peripheral imaging equip-
ment expenses.

Integration into existing systems
should be a key for insurers con-
sidering imaging systems, Ms.
Gans said.

Users “‘shouldn’t have tc learn to
change their jobs. They're used to
the way they do their woark, and
imaging doesn’t alter the claims-

Integration into
existing systems is
important to insurers
considering imaging,
says Adrienne Gans.

handling process,” she said.
Sigma developed ani installed
OmniDesk for Empire Blue Cross

‘& Blue Shield of New York, and

the system now processes 2,000
claims daily at the insurer's York-
town Heights, N.Y., offices. When
fully operational in 19€0, it is ex-
pected to handle 125,000 a day.
Empire plans to recoup its $2.5
million outlay two years later.
Marilyn T. Kanas, dirasctor of in-
surance sales for New York-based
Image Systems Corp., said her
firm’s ImageSystem allows “seam-

Reaching a top level audience of
44,373*, Agent/Broker Topics provides
specialized information for agents and

brokers who sell insurance, reinsurance

less integration” of new and exist-
ing technology.

Centering on an IBM PS 2 Model
70 work station, the $2 million sys-
tem of 53 work stations is used by
the Texas State Board of Insurance
in Austin to store documents for
several departments.

It should pay for itself in about
two years, according to Ms. Kanas.

An insurer could recoup the cost
of installing a Wang system in
about the same time, said Mr. Sul-
livan. An average Wang imaging
system—including about 20 work
stations and peripheral equipment
—costs $500,000-$600,000, he said.

Wary of installing “technology
islands,” at least half of Wang cus-
tomers have integrated imaging
and other data processing systems,
Mr. Sullivan explained.

Mr. Ellis of Electronic Document
Management Systems said the
Data General Corp. hardware pro-
vided with the EDMS system can
be used in tandem with a com-
pany’s existing PCs.

For example, PCs already in
place can be used as viewing termi-
nals and the Data General hard-
ware to input and process data, he
noted.

Mr. Ellis said the EDMS system,
at about $42,000 for a terminal and
peripherals, usually pays for itself
in nine to 12 months, with under-
writing being ‘‘one of the first
areas where we see insurers re-
couping their investment.”

Without imaging systems, un-
derwriters often play the role of
file clerk and searcher, losing 40%
to 50% of time that could be better
spent generating new business, he
said.

Northwestern Mutual Life Insur-

ance Co. plans to upgrade its pres-
ent MetaView system for data pro-
cessing to handle imaging, said
Armin Gumerman, director of in-
formation systems for the Milwau-
kee-based insurer.

The imaging capability will be
“strictly an underwriting applica-
tion, to support life underwriting,”
he said.

Vendors and users also point to
imaging's competitive advantages.

For example, many insurers ex-
pedite claims processing for com-
mercial clients with express ser-
vice, for which they charge extra,
Mr. Sullivan said. But segregating
“‘express’’ clients’ claims from
others is expensive without an
imaging system, he said.

With such a system, he said, an
insurer can better separate the
claims and thus offer faster claims
payment at lower costs.

Vendors and users are hard-
pressed to come up with any disad-
vantages associated with image
processing.

But converting paper files and
microfiche to imaging systems has
a “‘downside,” says Mr. Kania of
CIGNA: “It’s expensive and takes
time."”

Mr. Scott of EFS said companies
often don't consider the long-term
implications of document pro-
cessing, factors like how easily a
system can be upgraded, whether it
can print to remote locations and
what type of image processing sys-
tem the business will need in three
to five years.

““Many companies are building
themselves into a corner because
they are solving one short-term
need’’ rather than anticipating fu-
ture needs, he said. o

T S——

Technology
changes image
of processing

Pity the poor mail room clerk.

No more leisurely strolls through the office with that big wire
basket on wheels. Now, he just stands beside the high-speed scan-
ner, feeding it insurance claims forms that are gobbled up and spit
out on screens all over the building.

The big wire basket has been converted into a planter and now the
dour lad spends his free time tending to his mail room garden.

Socializing is limited to the company picnic.

Well, the consequences of image processing may not be that se-
vere, but it does portend significant changes in the way insurance
companies and other businesses conduct their inter-office affairs.

Actually, the mail room clerk is likely to be quite happy at the
prospect of his domain being renamed a “‘document capture room,”
as some imaging system users are calling their old mail rooms.

To illustrate the flow of a document through an imaging system,
Roger Sullivan, director and program manager of Wang Labora-
tories Inc. in Lowell, Mass., traced a claim through a company that
processes automobile, dental and medical claims.

The document capture room is where the flow of electronic imag-
ing begins.

“When a claim is received, it is scanned into a kind of imaging
in-box,” Mr. Sullivan explained. “The system recognizes whether it
is a medical, dental or auto claim and routes it to the proper
department.”

An employee checks the claim to determine whether supporting
documentation, like prescription forms or documents from doctors,
are needed to continue processing the claim.

When supporting documents arrive in the mail room, they, too,
are scanned into the system and automatically routed to the elec-
tronic file that is holding the claim. .

“Only when all the information is complete does it move to the
next station,” said Mr. Sullivan, eliminating the need for a worker
to continually check a paper file to see if supporting documents
have arrived.

If irregularities are found and a claim processor needs more in-
formation from a doctor or someone else associated with a claim,
the system operator has the ability to automatically send a letter via
facsimile machine.

“Through all this, you're not passing paper through the office, but
moving images through the system,” Mr. Sullivan emphasized.

Claims with no irregularities make it swiftly through the system
and checks are printed.

At that point, the mail room clerk is pressed into service and the
checks are turned over to the U.S. Postal Service.

—By Michael Bradford
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Wausau insureds
get on-line access
to their claims files

By MARK A. HOFMANN

late the data, he stressed.
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WAUSAU, Wis— Wausau. Tnsur=  people to leok at the claims files” We'll even help clear up the reinsurance mystique for your Please send me more information
ance Co. commercial policyholders  said Mr. Fisher. “It's an enhancement staff and line. about Kernan Associates.
can now let their fingers do the  of claims service.” Return this coupon today for a free brochure and let Keman
walking to review claims files. The system is designed not only Associates help keep your reinsurance plan above board. Name

A system—dubbed “DIAL Wau- for risk managers, but also for ‘‘peo- Company,
sau’'—gives policyholders access to  ple at the level in a policyholder or-
specific property and casualty claims  ganization that deal with us on a ' Kemap Address
information, said Ron Fisher, assis-  daily basis,” said Mr. Fisher. Associates, Inc. City State 7i
tant vp-risk management services for Several users will be asked to as- I W irsurance & Reisourance Consultants i .
the Wausau, Wis.-based affiliate of sess the system at a Wausau focus PO.Box 128« Gi]lem,’ NJ 07933-0128 « (2{’1) 665-0757 i Phone
Nationwide Insurance Co. of Co-

group later this year. |

lumbus, Ohio.

Ever-larger information requests
from major customers and the in-
ordinate amount of time required to
process the data prompted creation
of the service, he explained.

“It struck us that since we were
getting so many calls about claims,
and the technology was there, could
the customer tap in?” Mr. Fisher said.

Wausau does not charge for the
service, but users need a personal
computer, printer, Touch-Tone tel-
ephone and some specialized hard-
ware and software. Wausau supplies
the software, which allows a PC to
communicate with the Wausau com-
puter.

DIAL Wausau began as a pilot
program in the spring of 1987, Mr.
Fisher said, with the first accounts
on-line a year later. Currently 70
commercial policyholders are on-
ine.

Even before the pilot program
ended, Wausau simplified procedures
while trying to maintain data secu-
rity, he said. Originally a “dial-back”
system required policyholders to call,
dial in codes, hang up and wait for
the computer to call back. But that
proved too onerous, Mr. Fisher said.

And limiting access by account
number keeps the data so secure that
stealing it would be like worrying
about someone stealing the front
vard while a person is sleeping, he
said. However, thefts are unlikely, he
said, adding that the data would
probably be of little value to a thief.

Available information includes:

@ Electronic claim record, includ-
ing policy number, accident date,
claimant information, description of
an accident, total paid to date and
outstanding reserves.

® Lists of individual payments and
information about them.

® A claim summary inquiry.

® Special handling instructions.

® Loss location code listing.

¢ Employee/claimant name search
allowing users to find a claim num-
ber knowing only a claimant’s name.

® Electronic mail service.

While the phone service has no ac-
count-size minimum, it appeals pri-
marily to large accounts, such as
those with annual premiums exceed-
ing $250,000, Mr. Fisher said.

A client with only four claims a
year may find access pointless, but
multilocation firms employing thou-
sands may need to regularly review
their claims files, he said.

The service also may promote loss
control, he said. For example, a cus-
tomer that notices an unusually high
number of slip-and-fall accidents at
one facility can request advice from
Wausau on how to reduce them.

The service has proved appealing
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Fisher. Before even asking about un- isfies regulatory requirerents. reporting system allows you to rising costs of reinsurance L/Cs.
derwriting, he said, many would-be Select our Reinsurance Trust, generate your own reports. For more information, contact

customers want to know more about
an insurer’s claims, computer and
loss control services.

DIAL Wausau is not designed to
turn the his claim system into a risk
management information system
where the risk manager can manipu-

and other benefits fall neatly into
place, Customization, for one. By
effectively creating one fund out
© 1989 Manufacturers Hanover. All Rights Reserved.

Also, consider the track record
we’'ve established in the field of
trusts. For decades, our staff has

John Hogan in New York at (212)
971-3316 or contact David Zell in
London at (01)-315-6000. '
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Computer models predicted Hugo’s toll

By MARK A. HOFMANN

Thanks to a pair of computer loss fore-
casting models, some insurers had a rough
idea of the damage caused by Hurricane
Hugo even before adjusters could reach the
scene.

Among them were about 50 subscribers to
CATALYST, a service of reirsurance bro-
ker E.W. Blanch Inc., based in Minneapolis,
and companies buying disaster information
services from Hartford, Conn.-based Tra-
velers Corp.'s Natural Hazard Research
Service unit (BI, Aug. 22, 198§).

Both models draw on similar historical
data to forecast insured damage, but they
produced widely disparate estimates of
Hugo's ultimate toll: more than $5.5 billion
according to CATALYST; slightly less than
one-third that amount, says the Travelers
service.

However, both services warn that the
models are set up to service individual
firms, rather than provide that type of in-
dustrywide estimate.

The computer models are designed to
help reinsurance buyers decide on levels of
coverage.

The Rahway, N.J.-based Property Claims
Services division of the New York-based
American Insurance Services Group Inc.,
calculated Hugo’s damage to the continen-
tal United States, Puerto Rice and the U.S.
Virgin Islands at $3.984 billion (BI, Oct. 2).

Like the Travelers model, CATALYST,
which was begun in 1987, simulates thou-
sands of storms by varying factors such as
wind velocity and storm paths to produce a
series of snapshots of likely impact, said
Jean Taylor, vp-actuarial services at
Blanch.

Buyers have long focused on the worst-
possible loss, but if the worst-possible
storm is likely to hit only once every other
millenium, buyers may be overinsured, she
said.

working on the National Flood Insurance
Plan in the 1960s. His early programs esti-
mated possible flood damage to property at
5,500 locations.

Because Hugo’s point of landfall was un-
known, damage estimates varied widely,
with CATALYST’s early projections swing-
ing between $1 billion and $9 billion, said
Ms. Taylor. She adds that the model is not
designed for industrywide estimates, but
rather to service individual companies.

Hugo projections began long before the

In addition, “If we give them an idea of
the range of the size of the storm, they can
have an idea of how many people to send
out there,” said Ms. Taylor.

The Travelers system simulates hurri-
canes since 1871 with current property data
and hypothetical storms.

Don G. Friedman, a meteorologist with a
Massachusetts Institute of Technology doc-
torate, began developing the model while

Hugo projections began long before the storm hit land, says
Travelers’ Mr. Friedman, but low wind expectations kept
estimates down. Forecasters initially projected maximum gusts
of 125 mph, but Hugo’s winds eventually exceeded 150 mph, he
says, and ‘just by chance, it hit a major metropolitan area.’

storm hit land, said Mr. Friedman, but low
wind expectations kept estimates down.
Forecasters initially projected maximum
gusts of 125 mph, but Hugo's winds even-
tually exceeded 150 mph, he said, and “just
by chance, it hit a major metropolitan
area.”

Both Mr. Friedman and Ms. Taylor said
that even their sophisticated models could
not consider every variable. CATALYST,

for example, bases its forecasts on only six
storm characteristics: severity, speed, ra-
dius, direction, tide and point of landfall;
and the Travelers model uses similar infor-
mation.

Disparity of nearly $4 billion in their in-
dustrywide estimates surprised neither
forecaster.

The Travelers model does not take into
account business interruption losses or
damages to the contents of homes. “You
just can’t cover all these things,” said Mr.
Friedman.

Nor does the Travelers model take into
consideration the damage likely to be done
by falling trees, which turned out to be ex-
tensive as Hugo devastated low-lying sec-
tions of the Carolinas.

Sixty mile-per-hour winds turned trees
into “‘battering rams,” he said. Compound-
ing the severity was the Southeast's ex-
tremely wet summer and the vulnerable
root systems of pines, the region's most
common trees, he said.

For comparison he notes that Hurricane
Gracie, which in 1959 hit a far less deve-
loped area about 40 miles southwest of
Charleston, caused $14 million to $17 mil-
lion in damage. Adjusted for inflation, the
toll was only $170 million, he said.

Inherent limitations of forecasting and
the disparities with other models notwith-
standing, Mr. Friedman praised his system.
“It did a very good job," he said. ]

Computer firms
help trim costs

of JUA operation

FAIR LAWN, N.J.—Some New
Jersey drivers now carry insurance
policies that bear the names of com-

JUA to continue the administrative
task this year.

Warner received a contract to ser-
vice about 175,000 JUA policies, Mr.
Hameyer said. In addition, the com-
puter company provides processing
services for Hanover's 300,000 JUA
policies.

“The only difference is, we have
something of a different attitude than
insurance companies,” Mr. Hameyer
said.

While insurance companies often
follow procedures established a cen-
tury ago, Warner follows procedures
established in the early 1970s, when

puter companies rather than insurers
REABER Issue of October 16 ‘ as part of an attempt by the Garden
State to cut the cost of its deficit-rid-
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have something of a
different attitude than
insurance companies.’

— Hellmut Hameyer
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it was founded, he explained.

In addition, because Warner was
founded as a data-processing firm
rather than as an insurer, it has em-
phasized processing the applications
and endorsements as quickly as pos-
sible instead of underwriting.

‘“We have no real underwiting—we
have to follow the underwriting rules
of the JUA,” he said.

Warner also does not process
claims. Instead, the company sub-
contracts that task to Material Dam-
age Adjustment Corp., which main-
tains its operations in the same Fair
Lawn, N.J., building as Warner. Ma-
terial Damage Adjustment Corp.’s
automated system is integrated with
Warner's, he said.

Warner can turn an application
into a policy within 10 days, Mr.
Hameyer said.

—By Mark A. Hofmann
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Lawyers offer RRGs claims handling tips

By ADRIENNE C. LOCKE

ARLINGTON, Va.—The effectiveness of a
risk retention group’s claims handling depart-
ment depends in large part on the department’s
relationship with its legal counsel, according to
two attorneys.

Compatibility between the claims department
and legal counsel is a key factor to smooth-run-
ning claims handling, the attorneys said

“The team approach is the better approach,”
said Michael Merlo, an attorney with Pretzel,
Stouffer, Nolan & Rooney in Chicago, at the
National Risk Retention Assn.’s annual meeting
Oct. 3-5. : )

The first step in establishing this relation-
ship is selecting legal counsel with a similar
litigation philosophy, according to Jamss Ebel,
an attorney at Toplis & Harding in Chicago.

Mr. Ebel said many risk retention groups
use personal referrals to find their lawyers,
while others seek advice about a counsel from
other attorneys they work with or from referral
services.

However a group goes about selecting legal
counsel, it should inquire about the reputa-
tions of candidates, he stressed.

When interviewing a prospective attorney,
there are several questions the risk retention
group should ask, according to Mr. Ebel.

For example, the risk retention group must
inquire about whether any conflicts of inter-
est would arise if the attorney were selected
as legal counsel for the group’s claims han-
dling department.

The attorney’s expertise also should be dis-
cussed. The group should inquire about the
attorney’s experience and—most importantly—
whether the attorney is a trial lawyer, Mr.
Ebel said, noting that not all lawyers are ca-
pable of arguing a case in court.

In addition, the personality of an a:torney
is important, he pointed out. The claims de-
partment should be able to get along with its
counsel and agree with his or her style of han-
dling a case, he said.

For example, some attorneys are more ag-

gressive than others and may want to make
the final decisions on how a case is handled.

Another factor that should be considered in
the selection process is an attorney's billing
practice, Mr. Ebel pointed out. For example, is
billing done hourly, and are there extra charges
for certain services?

A risk retention group also should ensure it
will not be charged extra for additional hours of
research or other work done by a young attor-
ney that a more experienced colleague could
have done more efficiently, he said. However,
Mr. Ebel added, the age of an attorneyv is not the
most important factor in deciding on counsel,

because age does not guarantee comipetent legal
help. But younger attorneys should be super-
vised by senior members of a firm, he said.

Mr. Ebel also observed that there are dif-
ferences between large and small law firms
that risk retention groups should weigh.

For example, larger firms have more law-
yers that could work on a case and can pro-
vide more resources.

However, larger firms usually are more ex-
pensive, he said.

In contrast, smaller firms usually are less
expensive and can offer more personalized ser-
vice, like having day-to-day legal paperwork

ARLINGTON, Va.—Robert L. Larsen will
serve a second one-year term as president of
the National Risk Retention Assn.

Mr. Larsen, who was re-electad at the
group’s annual meeting Oct. 3-5 at the
Stouffers Concourse Hotel in Arlington, Va,,
is president of the Insurance Administration
Center Inc., a Park Ridge, Ill.-based firm
that specializes in developing insurance pro-
grams for members of trade organizations.

Also at the meeting, three new vps were
elected: James A. Anderson, senior direc-
tor of government relations for the National
Assn. of Wholesaler-Distributors in Wash-
ington, D.C.; Joseph Peloso, vp of American
Re-Insurance Co. in Princeton, N.J.; and
Leslea Dummer, president of Donner Spe-
cialty Markets Inc. in Salt Lake City, Utah,
which specializes in forming and managing

. risk retention groups.

The new treasurer is William Hurlman,
director of Continental Retention & Spe-
cialty Managers in New York, a Continen-
tal Corp. unit providing reinsurance and
other services to risk retention groups.

And, the new secretary is Rosita Steele,

NRRA re-elects president

vp of sales and product development of Mea-
dowbrook Insurance Group, a Southfield,
Mich.-based insurance services and bro-
kerage group.

More than 200 people attended the an-
nual meeting of the NRRA, a non-profit
group whose membership includes risk re-
tention and risk purchasing groups, insur-
ance brokers, insurers, reinsurers, law firms
and service providers.

The NRRA seeks to develop and promote
the use of alternative risk sharing mecha-
nisms under the Risk Retention Act.

The group also seeks to improve the regu-
latary environment under which risk reten-
tion and purchasing groups must operate
and to encourage the establishment of high
performance standards for these groups.

The NRRA board will meet in November,
when it is expected to schedule the next an-
nual meeting.

For more information about the NRRA,
contact Leslea Dummer at Donner Specialty
Markets Inc., 4505 S. Wasatch Blvd., Suite
310; Salt Lake City, Utah 84124; 800-999-
4505 or 801-277-4747. .,

handled by the assigned counsel, Mr. Ebel said.

In all cases, though, ask for references, he
cautioned.

The claims department and its legal coun-
sel should function as partners and work to-
gether to establish a litigation plan that is spe-
cific, yet flexible, according to Mr. Ebel. The
claims department and counsel should be ac-
cessible to each other and have regular meet-
ings, he added.

When a claim develops, the risk retention
group will also have to decide when it is pru-
dent to seftle a claim and when it is better to
take a claim to trial, said Mr. Merlo.

Working together on a case is important,
he stressed. The risk retention group should
inform its counsel that it intends to be a par-
ticipating member in the case and during its
planning stages, Mr. Merlo added.

The claims department and its attorney
should discuss such budgetary considerations as
the cost of taking a case to trial, Mr. Ebel sug-
gested. 2

Mr. Merlo noted that large companies tend
to settle general liability claims but will fight
product liability claims because they involve the
reputation of their products.

Overall, Mr. Merlo observed, 30% of the cases
he has seen go to trial should have been settled.
He blames what he thinks is excessive litigation
of claims on a lack of management decision-
making or uncertainty over whether settling
a claim is the best route to take.

And, when a risk retention group decides
to settle a claim, it should be done quickly
and while the plaintiff is still with the family
lawyer, he advised.

Family counsel is much easier to deal with
than a liability lawyer “because the family law-
yer has a better relationship with the plaintiff
and has the best interest of the plaintiff in
mind,” he said. -»

Mr. Merlo strongly urged risk retention

_ groups to contact their counsel whenever they

suspect they may be hit with a lawsuit so that
counsel will have as much time as possible to

prepare.
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members; $295 for non-members.
National Assn. of Health Data Or-
ganizations, 316 Pennsylvania Ave.
S.E., Suite 202, Washington, D.C.
20003; 202-546-5881.

NOV. 9-10. Legal Malpractice
Litigation-institute in San Fran-
cisco, sponsored by the American
Bar Assn.’s Section of Tort and In-
surance and Division for Profes-
sional Education; $395 for TIPS
members; $345 for ABA Young
Lawyers Division, $425 for other
ABA members; $450 for non-mem-
bers: $75 for law students. ABA
Division for Professional Educa-
tion, 750 N. Lake Shore Drive,
Chicago, I11. 60611, 312-988-6200.

NOV. 9-10. Third International
Reinsurance Congress in Hamil-
ton, Bermuda, co-sponsored by
Hawksmere Ltd. and Coopers &
Lybrand; $750; $720 for each addi-
tional registrant from same organi-
zation. Hawksmere Ltd., 12-18
Grosvenor Gardens, London, En-
gland SW1W ODH; 01-824-8257.

NOV. 10. Assessing Vendors
Workshop in San Summit, N.J.,,
sponsored by Health Research In-
stitute; $250. Also Dec. 7 in Chi-
cago. HRI, 1600 S. Main Plaza,
Suite 170, Walnut Creek, Calif.
94596; 415-676-2320,

NOV. 10. Retiree/Catastrophic
Workshop in Summit, N.J., spon-
sored by Health Research Institute;
$250. Also Dec. 8 in Chicago. HRI,
1600 S. Main Plaza, Suite 170,
Walnut Creek, Calif. 94596; 415-
676-2320.

NOV. 11-12. Medical Staff Law
Update in Chicago, sponsored by
the American Bar Assn.'s Section
of Tort & Insurance Practice and
Division for Professional Educa-
tion; $390 for TIPS members; $350
for members of the ABA Young
Lawyers Division; $425 for-other
ABA members; $200 for govern-
ment employees; $75 for law stu-
dents. ABA Division for Profes-
sional Education, 750 N. Lake
Shore Drive, Chicago, Ill. 60611;
312-988-6200.

NOV. 11-15. 21st Annual Na-
tional Conference of Insurance
Legislators Conference in Aus-
tin, Texas; $150 for legislators and
staff: $25 for spouses. LaVerne
Cantwell, NCOIL, 1776 Church
View Drive, P.O. Box 217, Brook-
field, Wis. 53008; 414-782-6669.

NOV. 12-15. 13th Annual Confer-
ence of the Assn. of Risk & In-
surance Managers of Australia
in Sydney, New South Wales; $575
Australian ($452) for IFRIMA
members; $625 Australian ($531)
for non-members. Dart Associates,
P.O. Box 1197, North Sydney, New
South Wales 2059; telephone 02-
029-3628; fax 02-929-0446.

NOV. 13-14. Understanding Re-
insurance Contract Language
course in New York City, spon-
sored by Executive Enterprises
Inc.; $990. Executive Enterprises
Inc., 22 W. 21st St.,, New York,
N.Y. 10010-6904; 800-831-8333;
212-645-7880.

NOV. 13-14. The Property-Ca-
sualty Reinsurance Pricing
Forum in New York City, spon-
sored by Executive Enterprises
Inc.; $990. Executive Enterprises
Inc., 22 W. 21st St., New York, N.Y.
10010-6904; 800-831-8333; 212-
645-7880.

NOV. 13-14. The Florida Sympo-
sium on Rehabilitation in Day-
tona Beach, Fla., sponsored by The
Collyer Co.; $250. The Collyer Co.,
716 South Beach St., Ormond
Beach, Fla. 32174; 904-672-4584.

NOV. 13-15. Making Sense of En-
vironmantal Regulations course
in Tar-pe, Fla., sporsored by The
University of Kansas Division of
Continuing Educaticr; $595; 20%
discoun: for thrze o- more atten-
dees frcr the same «crganization.
Univess.ty of Kansas, 6600 College
Blvd., Suite 315, Overland Park,
Kan. €3211-1522; 915-491-0221.

NOV. 13-15. Property/Casualty

Statutory Financial Statements
course in New York City, spon-
sored by Executive Enterprises
Inc.; $895 plus $95 non-refundable
registration fee per crzanization.
Also Nov. 29-Dec. 1 in Los An-
geles and Dec. 11-13 in Orlando,
Fla. Executive Ente-prises Inc.,
22 W. 21st St., New York, N.Y.
10010-6904; 212-645-3689; 800-
83.-8333.

NOV. 13-15. 16th Annual Com-
puter Security ConZerence in
Atlanta, sponsored by the Com-
puter Security Institute; $845 for

CSI m=mbears; $895 for non-mem-
bers; $855 for second zttendee
from the same organ:zation; $850
each for taree or mcre attendees
from the same organization. CSI,
360 Church St., Northborough,
Mass. 91£32; 508-393-260C.

NOQV. 14. Controlling Workers’
Compensation Costs workshop in
Sprinzfield, Ill., spoasored by the
Illinois Siate Chember of Com-
merce; $120 for ISZC members;
$180 Z5r non-members. Aiso Nov.
29 in Chicago. ISCC, 20 N. Wacker
Drive., Chicago, 1.1. 60606-3083;

Add it Up.

Security.

312-372-"273.
®

The Datebook is compiled from no-
tices sent to Business Insurance.
Notices srould be sent ct least
eight wezks in advance io Date-
book, Bus:ness Insurance, 740 N.
Rush St., Chicago, Ill. 606i1-2590.
Please inc.ude the price, if any, of
the meetiag and information on
registration for interested readers.
Business Insurance reserves the
right to se ect meetings cf inoest in-
terest to .ts readers and cinnot
guarantze that notices will be
printed.

Solid Underwriting.

Solutions.
Stability.

Substantial Capacity.
Strength.

Service.

Scor Reinsurance Company ® 110 William Street ® New York, NY 10038 ¢ 212-513-1777



By JUDY GREENWALD

WASHINGTON—The District of
Columbia Insurance Guarantv Assn.
is appeaing a federal court ruling
that quoza-share excess insurers do
not have to cover the liabilities of an
insolvert quota-share insurer on the
same policy.

The guaranty association must pay
Amtrak $367,000 for two claims co-

vered by an excess insurance policy
that was partially underwritten by
insoivent Transit Casualty Co., ac-
cording to a summary judgment
order by U.S. Districl. Court Judge
Stanley 8. Harris.

Tke guaranty fund had argued that
Amtrzk should have :ried to force the
other quota-share insurers to cover
Transit’s obligation.

If it is upheld, the ruling probably

will lead to an additional assessment
of insurers, said Paul Gulko, presi-
dent of Guaranty Fund Management
Services in Boston, which manages
the Washington, D.C., guaranty fund.

The case stems from two train ac-
cidents, one March 5, 1984 in Kittrell,
N.C., the other July 7, 1984 in Essex
Junction, Vt. (BI July 30, 1984; BI
July 16, 1984).

At the time, Amtrak self-insured
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Amtrak wins guaranty fund coverage

the first $1 million of loss. Losses
up to $3.5 million were insured by
Mutual Fire Marine Inland Insurance
Co., National Union Fire Insurance
Co. of Pittsburgh ard International
Surplus Lines Insurance Cao.

A layer to $6 millicn excess of $3.5
million was insured by Transit Ca-
sualty (30%), Royal Group (30%), Na-
tional Union (23%) and underwriters
at Lloyd's of London {15%).

What Counts in Reinsurance is Knowing the Scor.

Chicago 312-346-2189 o

Dallas 214-401-1066 ¢ Hartford 203-525-2300

Amtrak submitted proofs of losses
totalling $3.7 million for the Kittrell
accident and $5.6 million for Essex
Junction. In October 1985, the in-
surers agreed to pay their shares of
the losses, but Transit Casualty was
placed into receivership shortly
thereafter (BI, Dec. 2, 1985).

Mutual Fire had paid before it
was put into rehabilitation.

The guaranty association was
asked to pay about $67,000 in con-
nection with the Kittrell loss and
$300,000, its maximum permissible
claim, on the Essex Junction loss.

The guaranty fund refused, argu-
ing that:

@ Amtrak should have recovered
up to the policy limits from solvent
insurers on the second excess layer.

® Amtrak’s recoveries from first
excess insurers, plus the amount it
should have recovered from second-
layer excess insurers, would elimi-
nate any guaranty fund obligation.

The guaranty association argued
that “by failing to demand, to th
extent of litigation, if necessary,”
that other second excess layer po-
licies pay up to their policy limit:
to cover Transit’s obligations, Am-
trak ‘‘did not exhaust its rights
under such other policies.”

Though he found that phrases in
the policies supported that position,
Judge Harris wrote, “In looking a
the entire contract and the entire
context of the policies at issue, the
Court concludes that the second
level policies do not require that the
other second level insurers increase
their contracted-for-percentages o
loss by assuming the loss originalls
covered by Transit.”

For example, the policies ‘‘ex
pressly state that the underwriter
are ‘severally and not jointly li
able,” ’ for losses, the judge wrote.

As association members, the in
surers also knew that the guarant:
fund takes on the obligations of a
insolvent insurer, said Judge Harris.
“Given this factor, plaintiff’s read
ing of the contracts is illogical. To
construe it in such a manner woul
be totally to re-create the risk tha
each underwriter agreed to bear.”

Payments by other first or second
excess layer insurers do not reduce
the association's obligation, he held.

Praising the ruling’s “solid lega
reasoning,” Amtrak’s deputy gen
eral counsel, Mike Kerrine, said the
ruling was “right on target.”

The court “misinterpreted the ex
cess policies,” said Joseph Tanski, of
Hutchins & Wheeler in Boston, who
represented the guaranty association
Both policies “clearly provide” tha
other insurers on an excess laye
“move over and pay what an insol
vent insurer would pay,” he con
tends.

He compares the Amtrak case to
others in which excess insurers have
been required to “drop down” tg
cover the claims of insolvent insur
ers.

The Massachusetts Supreme Judi
cial Court ruled in 1987 that twa
umbrella insurers must pay losses of
two policyholders whose primary in
surers became insolvent (BI, June 1
1987).

“The principle’s the same,” he
said. “I think that the court misin
terpreted the guaranty associatio
statute by refusing to hold that
other insurance recoveries reduce
guaranty association obligations.”

Other state courts, including Cali
fornia’s, have ruled that excess in
surers do not have to drop down Lo
cover liabilities of insolvent primar:
insurers. The California state court
ruling, however, involved claims fo!
long-latent disease, leading the
court to conclude that all primar:
policies should pay before the ex
cess insurers (BI, May 16, 1988).

[ ]

District of Columbia Insurance Guar:
anty Assn. vs. National Railroad Pas
senger Corp., U.S. District Court fo
the District of Columbia; No. 87-3169.
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Canadian D&O study |

Continued from page 3

action suits. The advent of those
two items could increase litiga-
tion” against directors and offi-
cers, he said.

In addition, the Canadian legal
environment could become more
volatile as the number of large in-
vestors in corporations increase.
This could generate more share-
holder-initiated suits against
directors and officers, Mr. Brewer-
ton said.

And, the survey notes that Cana-
dians in general are becoming
more aggressive litigants.

Survey respondents also re-
ported on the source of D&O
claims; poliey limits, deductibles,
retentions and premiums; changes
in policy conditions in 1989 com-
pared with 1988 policies; and in-
surers.

A total of 626 corporations and
trade associations were surveyed
by Wyatt in the first quarter of
1989. Of these, 501 completed the
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survey.

This was the first year Wyatt
surveyed Canadian companies se-
parately from U.S. companies.

The most prevalent types of busi-
ness among the participants in the
Canadian survey were banking, fi-
nance and leasing, 23%; manufac-
turing, 20.7%; insurance, 8.8%; and
merchandising, 6%.

Of the 501 Canadian survey re-
spondents, only 25 reported that
they were hit with D&O claims be-
tween 1979 and 1988, and only 37
claims were filed against the com-
panies.

Of these 37 claims, 21 were
closed as of the first quarter of
1989, and only eight of the closed
claims, or 38%, involved payments
to claimants.

U.S. companies fared nearly as
well over the 1979-1987 period, re-
porting that 40% of D&O settle-
ments involved payments to claim-
ants.

The largest D&O settlement
among Canadian respondents was
$4.5 million and the smallest set-
tlement was $25,000, with settle-
ments resulting in payments
averaging $975,375 per settlement.

However, when all claims were
considered, the average settlement
was $371,571.

The survey of U.S. firms found
that settlements resulting in pay-
ments to claimants averaged nearly
$2 million per settlement, about
twice as large as the Canadian av-
erage.

The average cost per claim in the
United States when all closed
claims were considered was
$804,869.

Legal expenses to defend claims
were incurred for 19 of the 37
claims in the survey, and the aver-
age cost to defend a Canadian
D&O claim was $344,412.

Mr. Brewerton said the average
defense cost figure includes cases
in which no payment was made

.to a claimant.

The U.S. survey found defense
costs on closed claims averaged
$336,000.

The Canadian survey found that
larger companies tend to have
more claims.

For example, the smallest 200 of
the survey participants in terms of
assets reported only four claims,
while the largest 134 participants
reported 27 claims.

According to the survey, while
20% of the Canadian companies
with $1.5 billion to $5 billion in
assets were hit with D&O claims
and nearly 2.5 claims on average
were filed per 100 companies in
this category, only 8% of the next
largest group of companies in
terms of assets—$600 million to
$1.5 billion—were hit with claims,
and fewer than 1.5 claims were

filed per 100 companies in this cat--

egory.
However, D&O claims were filed
against 12% of the largest Cana-

dian companies surveved—those
with more than $5 billicn in assets
—and about 2.25 claims on average
were filed per 100 companies in
this category (see chart, page 3).

Publicly traded Canadian com-
panies reported a much higher
D&0 claim frequency than non-
publicly traded companies, ac-
cording to the survey. Twenty-
eight publicly traded companies
incurred the 37 reported D&O
claims for the 10-year period,
while privately held companies re-
ported no claims.

Meanwhile, nearly 9% of the sur-
veyed Canadian companies with
wholly owned U.S. subsidiaries
were hit with a D&O claim, and
slightly more than 12 claims were
filed per 100 companies in this cat-
egory, the survey reports.

By contrast, only slightly more
than 3% of the surveyed Canadian
firms without a U.S. subsidiary
were hit with D&O claims, and
about five claims were reported
per 100 companies in this category.

Canadian firms that were in-
volved in merger and acquisition
or other corporate restructuring
activities over the las: five years
also reported a greater claims fre-
quency than companiss that did
not restructure in any way.

For example, 7% of the surveyed
companies that were involved in
merger or other restructuring acti-
vities between 1984 and 1988 were
hit by D&O claims, the study re-
ports. And, 11 D&O claims on av-
erage were filed per 10) companies
involved in some sort of restruc-
turing activities in the five-year
period, according to the survey.

By contrast, about 2% % of the
surveyed Canadian firms that were
not involved in restructuring acti-
vities during this period were hit
with D&O claims, and about 3
claims on average were filed per
100 companies in this category.

Surprisingly, the survey reports
that D&O claims were filed against
a greater percentage cf companies
that did not report an aftertax loss
between 1984 and 19883—6.5%—
than those companies that reported
an aftertax losses—4.5%.

However, 9.2 claims on average
were filed per 100 companies with
aftertax losses, while only 8.7
claims on average were filed per
100 companies with no aftertax
losses, the survey points out.

Canadian firms in tke oil and gas
industry reported the highest sus-
ceptibility to D&O claims among
various industry groups surveyed,
with about 24% of the cil and gas
firms being hit with D&O claims
between 1979 and 1983.

In addition, D&O claims were
filed against about 20% of the uti-
lities, about 17% of trarsportation
companies, and 10% of the forest
industry and professional services
companies surveyed.

Canadian survey respondents
identified the source cf 20 of the 37
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D&O claims they were hit with
over the 10-year period.

Of the 20 claims, shareholders
generated 13, or 65%; customers
generated four, or 20%; and com-
petitors filed three claims, or 15%.

The survey found that slightly
more than half of the Canadian re-
spondents—286, or 37%—pur-
chased D&O liability insurance.

The likelihood of purchasing
D&O coverage varied according to
the type of business involved.

Among banking, finance and
leasing businesses, 82% purchased
D&O coverage; among professional
services firms, 80% purchased cov-
erage; utilities, 73%; and forest in-
dustries, 70%.

By type of ownership, 72% of the
publicly traded participants pur-
chased D&O coverage, while 95%
of non-publicly traded companies
purchased coverage. Of the govern-
ment-owned participants, 15% re-
ported purchasing D&O coverage.

The reasons for not purchasing
D&O coverage cited by the 215 re-
spondents were varied.

Thirty-nine percent reported
that they saw no need for D&O
coverage; 21% thought the cost of
coverage was too expensive; 12%

$100,000 on average;, and com-
panies with $600 million or less in
assets paid $50,000 in premiums or
less on average.

Transportation companies re-
ported paying the highest premium
among Canadian industries:
$312,833 on average.

Companies in the oil and gas in-
dustry paid $209,556 on average
and utility companies paid
$154,192 on average.

Trade associations reported pay-
ing the lowest premium: $1,966 on
average.

The survey also shows average
premiums paid for selected pri-
mary coverage limits.

For example, for a personal and
corporate reimbursement D&O
policy with $1 million in primary
limits, the surveyed companies
paid $7,072 on average.

For $5 million in limits, com-
panies paid $42,350 on average, or
$8,470 per $1 million of limits.

For a policy with $10 million in
primary limits, the companies paid
$83,147 on average, or $8,315 per
$1 million in limits.

For a policy with a primary limit
of $25 million, the companies paid
$259,522 on average, or $10,381

‘What really brought to light the fact that the
Canadian D&O market is soft is the small
percentage of companies (5%) that said
availability was the reason they didn’t purchase
coverage,” says Wyatt’s Mr. Brewerton.

were advised by legal counsel not
to buy the coverage; 6% found the
terms of the coverage too limited
and 5% said the coverage was not
available.

The remaining 17% listed other
reasons or did not respond.

“What really brought to light the
fact that the Canadian D&O mar-
ket is soft is the small percent-
age of companies that said avail-
ability was the reason they didn't
purchase coverage,” Mr. Brewer-
ton said.

Canadian respondents purchased
D&O policies with limits ranging
from $250,000 to $110 million, and
respondents on average purchased
$8.9 million in limits.

Surveyed companies purchasing
the highest limits were transporta-
tion companies, which purchased
$25.4 million in limits on average;
forestry companies, which pur-
chased $25 million in limits on av-
erage; utility companies, which
purchased $20.7 million in limits
on average; and oil and gas com-
panies, which purchased $20.5
million in limits on average.

By types of ownership, publicly
traded Canadian companies with
more than 500 shareholders pur-
chased the highest average limit:
$17.5 million. Publicly-traded
companies with fewer than 500
shareholders purchased $8.7 mil-
lion of D&O limits on average;
government-owned CcONcerns pur-
chased $7.3 million in D&O limits;
and non-publicly traded com-
panies purchased $3.7 million in
limits.

Canadian respondents paid
about $75,000 on average for both
personal director and corporate re-
imbursement D&O coverage. All
but 40 of the 286 Canadian com-
panies that purchased D&O cover-
age said they purchased both per-
sonal director and corporate
reimbursement coverage.

The other 40 companies pur-
chased only personal director cov-
erage and paid an average pre-
mium of $51,168.

Companies with more than $5
billion in assets paid the highest
D&O premiums: about $460,000 on
average.

Companies with $1.5 billion-$5
billion in assets paid about
$250,000 in premiums on average;
companies with $600 million-$1.5
billion paid slightly more than

million in cash and loans, whiie
Northwestern received the remain-

per $1 million in limits.

The survey notes that of the Ca-
nadian companies that provided
information about premium
changes in 1989 from the previous
year, 61% reported a reduction,
22% reported an increase and 17%
reported no change in their annual
D&O premium.

The survey noted that premiums
for both types of coverage paid by
Canadian companies of equal asset
size and in the'same industry vary
widely according to, among other
things, the limits purchased and
claims experience.

A deductible of $15,834 for per-
sonal director coverage was re-
ported by 77% of the companies
that bought D& O coverage.

And, only 10% of the companies
reported an aggregate retention for
personal director coverage, which
was $23,571 on average.

Approximately 93% of the survey
respondents that purchased corpo-
rate reimbursement coverage re-
ported a $300,000 deductible on
average.

Only 3% of the companies also
reported having an aggregate re-
tention on their corporate reim-
bursement policies.

The companies also reported that
coverage exclusions either were
narrowed or remained unchanged.

For the companies in Wyatt's
survey, Chubb Insurance Co. of
Canada wrote both the greatest
percentage of D&O policies and
the highest percentage of premium:
22% and 35%, respectively.

By premium volume alone,
American Home Assurance Co.
ranked second, writing 20% of the
Canadian respondents’ premium.

Insurers represented by ENCON
Insurance Managers Inc., a D&O
underwriting facility, and Guaran-
tee Co. of North America wrote 7%
of the premium volume.

Stewart, Smith (Canada) Ltd.
placed 4% of the premium volume;
Kansa General Insurance Co.
wrote 3%; and Reliance Insurance
Co. wrote 2%.

The remaining 22% was written
by various other insurers.

S
Copies of the “1989 Wyatt Cana-
dian Directors and Officers Liabil-
ity Survey” are available for $500
from Tracy Leach, The Wyatt Co.,
Suite 1700, 150 York St., Toranto,
Ontario M5H3S5; 416-862-0393.
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Tax breaks pushed
for long-term care

Washington

By ADRIENNE C. LOCKE

Existing tax la=s are no clear o
the treatment of nplover-provide |
long-term health cue benadlits, savs
the president o7 a I e insuranee trad
assoclation.,

Clarification ang, possible changes
In tax laws are neded to eacourage
emplovers to prodile workers witk,
long-term health care benefits, Ri-
chard 8. Schwiike: of the Americar
Council of Life Irsarance 11 Wash-
ington, D.C. testif w1 before the US.
Bipurtisan Commission on Zompre-
hensive Health Cane

Businesses are “teady ana able to
provide innovat ve cost-offestive in-
suranee arrangemea.s” to help mees
the increasing nese for long-term
health care finar cing but current tax
Laws make it d flizelt to de so. he
sad.

Mr. Schwetker wlss called for al-
lowing indwvidu u 1< tiremen: funds
o pay for neeccc  ong-term eare
without taxing th: withdr: wal of
funds.

Some of the noaed A tax el wifca-
tions and changes @ ceording to Mr.
Schwetker, are:

® Ensuring thit smplover contri-
butions to long-term e benetits are
not mcluded in ety mining an om-
plovee’s pay.

® Allowing the use of IRA assets
and pension pavmers to purchase
long-term care irsu-wmce without a
tax lability.

® Allowing coverase under lorg-
term care policies as 4 benefit ander

cafeteria plan provisions so employ-
ees can pay for the insurance with
pretax dollars.

Tne hea th care commission, also
known z¢ the Claude Pepper Com-
mission, is secking publie op:nion on
the srobleras of the health care deli-
VETV SVSLeT.

Chevron fined

Tre Lakcr Department last month
proposed 8877000 in fines against a
subsidiary of San Francisco-based
Chevron Corp, for 109 alleged willful
safety violations and five alleged se-
rious violattons following an investi-
gation int: & fire at a California re-
linery earlier this year.

Oc:upalional Health and Safety
Administrat.on inspectors discovered
the :lleged safety vielations at a
Richmone, Calif.. facility after an
April blast in a hydrogen pgas reastor
seriously buined three workers

The wor<ers were not wearing fire
resistunt clothing at the time.

“Clevron knew of the need for
protective 2quipment and clothing
lor emuployzes.” vet failed to provide
even the most basic protection, said
Secrctary ef _abor Elizabeth Dole in
a statement announcing the proposed
fines.

As & resal! of other fires at the
refinery. werkers and union repre-
sentatives have requested protectve
fire equipment for several vears,
OSHA contends,

Chevron tis until Wednesday to
contest the citation and penalties. =

A2 e X issues affecting their use.
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?pnference will look at opaartunit'es in forming captive

nce companies onshore i- British Columbia as well as the
offshore domiciles of inte est to Cznadian captive owners, .
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P

IALLdY D

Q
P
Z

e i

A
o

(i

o

The topics to be discussed inclLde;

.. ® Current Canadian Tax ana Regulatcrv Climate

¥ The British Columbia/Barbzios Conriection _
. Other Domiciles for Canad an Owned Captives
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SPEUIALTTRIKS

Toxic waste ... environmental pollution ... hy-products of
manufacturing ... o aceidental spils . at's alfecting us all

al an alerming ral..

As Anwrican businesses face the challe nges of environmental
i

risks they're also confronted by the question of who will fool

the bil £ elean-up.

Readers of Business Insuranee, represe nting major corporations
worldwide, and their insurers. reinsurers, agents and brokers,
will tum o BI's feature issue — Specialiy Risks — for news and
information on how to finance environawe ntal isks and how to
controf the damage.

Publishing Date:
November 20, 1989

Ad Closing Date:
November 7, 1989

er SBIR Business
AT Insurance

a publication of Crain Communications Ine

In additisn, editors will update their annual weport on

financial guarantee insurance products and exi nine e special
risks facing the enterainment indusiry.

For the execulives who need to respond to spoe al risks. Bl
editors have updated the annual Property Loss Control Directory
which lisls consultants, engineers, insurance ¢ npanies,
brokers and others who provide inspections, building p a1
review, research and training services,

Advertise in the November 20) issue of Busin:s s Insuraace and
reach top management executives who have bottom line
responsibility for identifying and overseeing their corpo-ale
specially risks. Gall today — ad closing is Novenber 7.

New York: 212/210-0228
Chicago: 312/649-5276
Lovs Angreles: 203/651-:3710
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401(k) survey

Continued from page 3
of service also varied among em-
ployers.

Nearly two-thirds said they had
no minimum age requirement for
participants and 28.7% said they
required participants to be at least
91. Another 4.1% said they re-
quired participants to be at least
18 years old; 0.5% had a minimum
age requirement of 19 years of age;
and 0.5% required participants to
be at least 20 years of age.

More than half of the employers
—55.6%—require participants to
have at least one year of service;
18% said they had no minimum
service requirement; and 17.5% re-
quire at least six months.

Buck found that 8% of employers
believed they would need to ex-
pand eligibility requirements to
meet new federal non-discrimina-
tion standards. The remainder said
no changes would be needed.

In response to government re-
strictions on employers’ abilities to
expand contribution provisions,
Buck also queried the employers
on plan contribution provisions.

Nearly all respondents—99.2%—
said deferral amounts were based
on a percentage of base pay; 62.3%
also used an overtime or shift dif-
ferential; 52.3% also based
amounts on commissions; 48.5%
also based amounts on incentive
compensation; and 9.8% cited
other factors.

In addition, 71.7% said their
401(k) plans accepted rollover con-
tributions from employees’ other
retirement plans and 28.4% said
theirs did not.

Employers increasingly are li-
miting or eliminating employees’
ability to make aftertax contribu-
tions to 401(k) plans, the survey
found.

For example, 56.5% of employers

said their 401(k) plans do not allow
employees to make aftertax contri-
butions, up from 46.2% two years
earlier.

In determining employer match-
ing contributions to 401(k) ac-
counts, 62.7% of employers match
employees’ pretax deferrals only.
Another 18.5% match both pretax
deferrals and aftertax contribu-
tions; 10.8% use a mixed approach;
4.8% contribute without regard to
employees’ contributions or defer-
rals; and 3.2% contribute by

ular maximum percentage of after-
tax contributions matched by em-
ployers is 6%, as reported by 62.5%
of the employers.

And 79% of employers said they
make contributions in cash; 14.4%
make them in stock; and 6.6% use a
combination of the two.

The new ADP and ACP testing
rules in the Tax Reform Act of
1986 on 401(k) deferrals caused a
cutback in contributions by highly
compensated employees at 49% of
the employers in 1988, up slightly

matching employees’ aftertax con-
tributions only.

The most popular employer
matching contribution—used by
39.2% of respondents—is 50 cents
per dollar of employee pretax de-
ferrals. Another 20.3% match at a
rate of 25 cents on the dollar, while
15.8% use a special formula and
12.2% match 100% of employee de-
ferrals. Only 10% match at less
than 25 cents on the dollar and
9.3% match at 75 cents on the dol-
lar.

On employee aftertax contribu-
tions, 38.5% of the employers
match at a rate of 50 cents on the
dollar; 20.5% use a special for-
mula; 12.8% match at 25 cents on
the dollar; 11.5% match at less
than 25 cents on the dollar; and
9% match 100%.

Just over half the employers—
51.1%—reported matching a maxi-
mum of 6% of employees’ pretax
deferrals. Likewise, the most pop-

‘Employers and employees still see 401(k) plans
as the best game in town. When you consider the
employer matching contributions and the
advantages of saving on a pretax basis, you can’t
go wrong,’ says Frederick Rumack of Buck.

The Olin Corporation wanted a
more efficient way to administer
over 68 different medical plans
for its 13,000 employees and
3000 retirees. Their goals were
to better service their employees
and control costs by self-
administering their health

care benefits. Olin decided on
ClaimFacts — the health claims
management system from
Erisco. Olin's philosophy of
“Olin people looking after Olin
people” was achieved by man-

since claim payment was cut
from over 4 weeks [o an average
of 10 days. Olin gained control
of costs by knowing exactly
where their health care dollars
were going. Plus, valuable in-
sight for future plan design.

Judge us by the companies
we keep. Besides ClaimFacls,
Olin Corporation also benefits
from using Eriscos Implefacts,
the defined contribution record-
keeping system.

For more information, call or wrile:
Erisco, 1700 Broadway
New York, NY 10019 212/765-8500

aging their claims administration
in-house. Employees were happy

Cutting
employee
claim-payment
turnaround
time in half.
And controlling
health care
costs, too.

That's Erisco.

Ensco

company of
Dun& Bradstreet Corporation
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from 48.6% in 1987.

Most of the employers, 38.1%;,
monitor employee deferrals on a
quarterly basis to ensure passage
of the ADP test.

And 38.6% of employers also
monitor on a quarterly basis em-
ployee aftertax and employer
matching contributions to ensure
passage of the 401(m) contribution
percentage tests.

Nearly 60% of employers said
their plans currently meet the non-
discrimination tests; 19.3% said
their plans failed, and 21.8% said
they didn’t know.

Likewise, 60.2% of the employers
said their plans passed the ACP

test, while 14.2% said their plans
failed and 25.5% didn’t know.

Along with various contribution
provisions, investment vehicles
under 401 (k) plans were surveyed.

The survey found that 34% of
employers offer a total of three in-
vestment options; 24.5% offer four
options; and 19.2% offer two.

Forty percent of employers per-
mit plan members to change in-
vestment elections quarterly;
30.3% of companies allow semian-
nual changes; and 10.6% permit
changes on an annual basis.

“Adding a loan feature to the
plan is a big component” in mak-
ing plans more attractive under
new federal restrictions, said Mr.
Rumack.

Adding a loan feature to 401(k)
plans more often increased partici-
pation by non-highly compensated
employees than by highly compen-
sated employees, the survey shows.

About 45% of employers reported
that plan participation by non-
highly compensated employees in-
creased as a result of adding a loan
provision, double the increase for
highly paid employees.

Contribution levels to 401(k)
plans also were more likely to in-
crease for non-highly compensated
employees than for highly compen-
sated employees when a loan pro-
vision was included. One-third of
respondents reported higher con-
tribution levels by non-highly
compensated employees, compared
with 20.1% for highly compensated
employees.

Most employers—90.7%—do not
permit loans of more than $50,000,

and nearly half do not permit loans
of less than $1,000. Fifty-four per-
cent of employers permit loans
equal to 50% of an employee's
vested account balance. )

Among employers with loan pro-
visions, five years is the most pop-
ular maximum term for a home
loan, offered by 34.3% of employ-
ers. Nearly all employers with loan
provisions set five years as the
maximum length of a non-home
loan, the survey found.

A total of 58.2% of employers re-
quire employees to repay all loans
upon termination of employment.

The greatest percentage—32.9%
—of the employers applied an in-
terest rate to 401(k) loans deter-
mined by the prime rate plus or
minus a number of points.

And, 91.9% of employers re-
ported that interest paid on loans
under the plan goes to partici-
pants’ account; 7.7% treated loan
interest as a plan’s general invest-
ment funds; and 0.4% used the in-
terest in a combination of both
ways.

The survey also found that 88.8%
of employers permit employees to
make hardship withdrawals and
70% of employers restrict these
withdrawals to funds accumulated
by employees’ elective deferrals to
401(k) accounts.

®

Copies of “‘Current 401(k) Plan
Practices: A Survey Report,” can
be obtained for $150 each from
Carolee Martin, Manager of Mar-
keting, Buck Consultants Inc., 500
Plaza Drive, Secaucus, N.J. 07096;
201-902-2555.

Most defined benefit plans
exceed funding limit: Study

By DONNA DiBLASE

Fifty-two percent of the plans reported that they use

Most defined benefit pension plans exceeded their
full funding limitation in 1988, a recent survey shows.

However, nearly 21% had unfunded current vested
liabilities, forcing them to pay nearly $3 million in
premium surcharges to the federal Pension Benefit
Guaranty Corp. in 1988, says the survey by New York-
based Buck Consultants Inc,

The survey, “OBRA '87: A Survey Report,” examines
the funding characteristics of 465 defined benefit pen-
cion plans offered by 124 employers in the first year
following enactment of the defined benefit pension
plan provisions of the Omnibus Budget Reconciliation
Act of 1987.

Among many other things, OBRA:

e Increased the flat-dollar PBGC premium paid by
defined benefit pension plan sponsors to $16 per par-
ticipant from $8.50 per participant.

& Established an additional PBGC premium of $6
per $1,000 of unfunded vested current liability.

e Limited employers’ annual

plan assets to pay PBGC premiums, while 46% use
other corporate assets to pay PBGC premiums. Only
9% use both plan and corporate assets to pay the pre-
miums.

“It’s interesting to note that half of the plans pay
PBGC premiums out of plan assets. Particularly with
the high percentage of overfunded plans, many of them
are using excess assets to pay PBGC premiums,” Mr.
Wiltse noted.

The survey also asked the employers if they have
made any significant change in their investment prac-
tices to reduce the risk of having to pay additional
PBGC premiums because of unfunded currently vested
liabilities.

“We found that a relatively small percentage of
plans have made some changes in investment planning
in response to reducing the risk of paying increased
PBGC premiums. This is something we will follow,"
Mr. Wiltse said.

For example, of 115 employers who answered the
question, only 3% said they had

maximum tax-deductible contribu-
tions to their pension plans to 150%
of the plan’s current liabilities (B,
Jan. 25, 1988).

The Buck survey found that 53.3%
of the plans exceeded the full fund-
ing limitation for 1988. As a result,
employers were unable to take tax
deductiens for their contributions to
these plans.

“A large percentage of plans have
reached or exceeded these levels,” said Larry Wiltse,
director of forecasting and planning for Buck in New
York.

However, 20.9% of the 465 plans paid an additional
PBGC premium because they did not meet the full
funding limits. These plans were sponsored by 35, or
28%, of the 124 responding companies.

The remaining 25.8% of the plans neither exceeded
nor fell short of funding limits.

The total 1988 dollar cost of the flat $16 per-partici-
pant PBGC premium for all 465 plans totaled more
than $16 million, according to the survey.

Under the old $8.50 per-plan-participant PBGC pre-
mium, the total dollar cost for the plans would have
been more than $8 million, or slightly less than half of
the cost under the new premium rate, the survey notes.

Under the new PBGC rate, annual premiums paid by
each plan ranged from as little as $352 to as much as
$2.96 million.

A total of $2.8 million was paid by the plans that
were underfunded, and thus were required to pay ad-
ditional PBGC premiums, the survey said.

The additional amount for underfunding paid per
plan ranged from $108 to $1.17 million.

Under the new PBGC
rate, annual
premiums ranged
from $352 to $2.96
million.

made any investment planning
changes, while 97% reported that
they did not make changes in their
investment practices.

In addition, the survey asked em-
ployers if they took any official ac-
tion to express to Congress whether
they support or oppose OBRA "87.

Of the 116 employers that ans-
wered the question, only 7% said
they took official action, while 93%
said they took no action.

Of the 124 survey respondents, 115 reported the
exact number of plans they sponsor.

Of those, 54% sponsor only one plan, while the re-
maining 46% sponsor more than one plan. The number
of plans sponsored by one employer ranged from one to
50.

The number of employees covered by defined benefit
pension plans in the survey ranged from 22 to 185,000.
The greatest percentage—27%—of the plans covered
fewer than 750 employees.

Twenty-four percent of the plans covered between
1,500 and 7,499 employees; 12% covered between 750
and 1,499 employees; another 12% covered between
7,500 and 14,999; 9% covered between 15,000 and
24,999 employees; and 7% covered more than 25,000
employees.

Nine percent of the employers did not respond to the
question.

@

Copies of “OBRA '87: A Survey Report,” can be ob-
tained for $25 each from Carolee Martin, Manager o]
Marketing, Buck Consultants Inc., 500 Plaza Drive,
Secaucus, N.J. 07094; 201-902-2555.
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AXA Group

Continued from page 3
animals and a plaque displaying
small tusks.

“And, as a small company you
cither have to stay in a niche or
you have to disappear or you have
to become big,” said Mr. Bebear.
‘““‘So my strategy has been to try
and become more international
and bigger,” he said. *“We want to
be more international and have
more than 50% of our business out-
side of France.”

Currently, two-third’s of AXA’s
premiums are written in France,
according to Mr. Bebear, even
though the company controls 42
insurance and reinsurance com-
panies throughout Europe and
North America.

“But I don’t want 50% of our
business done in one country,” he
said.

“So we try to buy something in
North America’” and continue to
search in the Far East and Eu-
rope.

“I know that the Far East will be
a very big market in 20 years’ time,
but you have to be there now in
order to do business when the mar-
ket will explode,” he explained.

“We want to be among the Top
20 insurers, because I think you
will have 20 companies which will
dominate the world, and I want to
be one of those companies.”

The group will write life and
non-life lines and commercial and
personal lines, Mr. Bebear said.

““‘When you are a big interna-
tional group, you have to be in all
kinds of insurance businesses. You
cannot specialize, or it will be a
mistake.”

Currently, AXA’'s business is
about 58% property/casualty/
marine/aviation, 37% life and 5%
reinsurance.

Mr. Bebear is considered by
many insurance executives to be
one of the main architects in Eu-
rope of the large, international in-
surance conglomerates that are de-
veloping worldwide.

“Perhaps I saw this trend (in
France) before the others did,” he
said.

“I think I contributed in France
to putting that idea into their
heads. You know, I have been say-
ing to them for more than 10 years
that they have to become bigger
and bigger; that the market will
pecome more and more interna-
Lional.

““And, at the beginning, they
said, ‘He's mad,’ but now everyone
s saying the same thing.”

From the time he was studying at
[’Ecole Polytechnique—consid-
ared the Massachusetts Institute of
Technology of France—to be an ac-
luary, Mr. Bebear knew that he
wanted to be in the insurance busi-
ness—a career which many peo-
ole fall into rather than choose.

His father had suggested that he
~hoose insurance because he had a
mathematical mind. *‘In those
days, you didn't argue with your
parents,” Mr. Bebear said.

In 1958, at age 23, Mr. Bebear
oined Ancienne Mutuelle Group of
Paris with his career track to chief
=xecutive set.

Founded in 1817 as Compagnie
d’Assurances Mutuelle contre 1'In-
cendie dans le Departements de la
Seine Inverieure et de L'Eure, the
company grew by merging with
sther mutuals and creating new
mutual companies. By 1946, the
sroup was a federation of eight
mutual companies known as An-
cienne Mutuelle.

Before Mr. Bebear became chief
sxecutive of Ancienne Mutuelle
sroup in 1974, the company was
nvolved in two transactions: the
ourchase of Provinces Unies in
Canada in 1966 and the entry of
he Mutuelle Saint-Christophe into
he Ancienne Mutuelle Group.

After Mr. Bebear moved into top
management; however, major ex-
pansion occurred.

“I knew at that time (in 1974) al-

ready that it was necessary to be-
come bigger and bigger because I
was convinced that the market
would become international,” Mr.
Bebear recalled.

In 1976, the group created AMRe
(pronounced am-ray) reinsurance
company in Paris. In 1978, the
group changed its name to Mu-
tuelles Unie and acquired French
company Mutuelle Parisienne de
Garantie. And in 1979, the group
created Gamma Re in the United
States.

But “the first big jump” was in
1982, when the group bought 83.6%
of the Drouot Group in France and
its life insurance subsidiary La Vie
Nouvelle and foreign subsidiaries
to form the largest publicly held
insurance group in France and the
fourth-largest in the country after
three companies controlled by the
government, according to Mr. Be-
bear.

“It was losing a lot of money. But
I knew (Drouot) was a very good
company, with very good (middle)
management but a poor top man-
agement,’”” he recalled. “‘So I
changed the top management and
in two years it went from $40 mi-
Ilion in the red to $40 million in the
black.”

In 1984, the expanded group—
including Mutuelle Unies, Com-
pagnie Financiere Drouot and all
of the insurance subsidiaries—de-
cided to call itself “The AXA
Group”. The name “AXA" serves
as corporate name for all the oper-
ations which Mr. Bebear controls,
even though it is not the legal name
of any ultimate holding company.

Mr. Bebear was appointed chair-
man of AXA and its various units.

The directors thought of the
name “AXA" because it is short
and can be understood in any lan-
guage, Mr. Bebear explained. He
did not know at the time, however,
that there was a racy comic book
published in France also called
“AXA" featuring a half naked
woman on the front cover. How-
ever, Mr. Bebear now has a copy of
the comic book in his large book-
case in his office.

Two years later, in 1986, AXA
launched a successful takeover bid
for French insurer Providence et
Secours, also called the Presence
Group. “And, at the time we be-
came the third-largest French in-
surance group,” Mr. Bebear re-
called.

Also, ‘‘we started to become
more international’” and created
AXA International, a holding com-
pany for all of the group’s foreign
subsidiaries, he said.

Last April, AXA created UNI
Europe to specialize in the sale of
insurance through brokers. Up
until then, AXA primarily sold its
insurance through its thousands of
underwriting agents in the coun-
try.

In June 1988, AXA bought 28.6%
of financial conglomerate Com-
pagnie du Midi, which owned one
of the largest private insurance
companies in France, Assurances
Group de Paris S.A,, and UK.-
based Equity & Law Life Assur-
ance Society P.L.C.

AXA and Compagnie du Midi
merged their insurance and rein-
surance operations to form AXA-
Midi Assurances S.A., with Com-
pagnie du Midi owning 99.7% of
the new insurance holding com-
pany.

AXA has increased its stake in
Compagnie du Midi and now owns
43% of the company and therefore
around 43% of AXA-Midi, which is
the controlling interest.

The merger, which created the
second-largest French insurance
company, was partially a defense
on Midi’s part to avoid an un-
friendly takeover from Italy’s lar-
gest insurer, Assicurazioni Gen-
erali S.p.A., which currently has a
17% stake in Compagnie du Midi
and therefore around 17% in AXA-
Midi.

Midi is owned by minority share-

holders including institutional
shareholders.

Midi Chairman Bernard Pagezy
—known in France to have been an
arch rival of Mr. Bebear—was re-
ported to have been happy with the
AXA-Midi merger.

However, “we merged with the
idea that we would refocus the
company toward insurance,” Mr.
Bebear said. Midi until then was
60% insurance and 40% in indus-
try, real estate and other financial
services,

“But after the merger, the chair-
man of Midi changed his mind and
decided to continue to diversify the
company out of insurance,” Mr.
Bebear said. A proxy fight took
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Meanwhile, Generali and The
AXA Group are expected at the
end of the year to form a new hold-
ing company, 60%-owned by AXA
and 40%-owned by Generali, to
hold 60% of Compagnie du Midi
and therefore about 60% of the in-
surance unit AXA-Midi.

Generali and AXA also will form
another holding company, in which
Generali will have a 60% share and
AXA will have a 40% share, to
make other acquisitions around the
world, he said.

Meanwhile, Mr. Bebear waits for
the state insurance commissioners
in the United States to decide
whether AXA-Midi Assurances
and AXA unit La Paternelle Ris-

‘My strategy has been to try and become
more international and bigger,’ says
AXA Group Chairman Claude Bebear. ‘We want
to be more international and have more than
50% of our business outside of France.’

place in the boardroom of AXA
with Compagnie du Midi share-
holders present and Mr. Pagezy
lost. “We had a big fight together
and he was obliged to resign at the
beginning of this year on Feb. 28,"
said Mr. Bebear, who became
chairman of AXA-Midi.

“So now I am trying to continue
to develop our business in insur-
ance; to become more interna-
tional, which means to increase our
business out of France,” he ex-
plained.

The AXA Group plans to sell
most of Compagnie du Midi's non-
insurance related operations, ex-
cept its wineries because Mr. Be-
bear is very fond of fine wine. “I
was born close to the Bordeaux re-
gion,” he said. And although the
wineries only count for 0.2% of the
company's profits, “we talk a lot
about them. It would be interesting
to buy a winery in California some-
day,” he mused.

Also last year, AXA-Midi bought
Canadian-based Home Insurance
Co.

ques Divers will be allowed to pur-
chase Farmers.

AXA-Midi. reported net worth
and reserves totaling 17.6 billion
French francs ($2.9 billion) at
year-end 1988 while La Paternelle
reported net worth and reserves
totaling 5.4 billion French francs
($891 million) at year-end 1988.

Last month, Mr. Bebear flew
9,000 miles in the United States,
landed 12 times and met about 57
people—including senators, gover-
nors, commissioners and journal-
ists—to lobby for the Farmers bid.

However, he has so far not met
with the Farmers executives, who
are only just getting over the nine-
month battle they lost to B.A.T last
year. “They know that when they
are ready, I am willing to talk with

them,” he said of the Farmers’ ex-
ecutives.

Mr. Bebear will explain to
whomever will listen that while Sir
James Goldsmith is a raider, AXA-
Midi is not.

Further, Mr. Bebear has asked
Sir James to drop his lawsuit
against the insurance commission-
ers, which is intended to stop them
from barring the Hoylake bid of
B.A.T.

“I have asked him to stop the
lawsuits because I need to be on
good terms with the commission-
ers,” Mr. Bebear said. “I have not
been involved in any way with
those lawsuits.”

If Farmers is acquired, it will be
run by the same American manage-
ment that it has today, Mr. Bebear
said. In each country, the day-to-
day business must be run accord-
ing to the laws and practices of the
country, he explained.

Mr. Bebear learned the hard way
in the United States, however,
when he was asked to file the last
five to 10 years of accounts of his
group's insurance companies with
the insurance commissioners and
could only file the information in
French. “But now we have every-
thing translated in English and put
in dollars,’* he said.

Mr. Bebear said that if AXA-
Midi acquires Farmers, ‘‘our busi-
ness would be only to define strat-
egy with them, to help them if they
need something to develop their
business—to develop synergies be-
tween the Farmers Group and us,”
he said.

“We have things to learn from
Farmers and they have things tc
learn from us because we are i
personal lines business, too, and
life and commercial business, anc
we have business in Europe. We
perhaps can offer them a network
in order to follow their clients ou
of America, if necessary.” [

The other 40% of Compagnie du
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Crawford & Company Health
Management Services was
manually administering utiliza-
lion review services for 105000
employees. They wanted a better
way fo manage their business
and a system to support fulure
growth. Fhey found it with
Certifacts — the utilization review
system from Erisco. Thanks to
Certifacts, they enhanced their
efficiency in providing services
and initiated a review program
with greater ease for two new
clients representing 175,000
employees —a 170% increase
in business. Crawford's nurses
expedile certifications using the
system's medical and surgical
criteria [o support decisions
regarding proposed lreatments.
Crawford & Company couldn't
be happier with their new sys-
tem. And their new business.

Judge us by the companies
we keep. Crawford & Company
also benefits from using
ClaimFacts, Erisco’s health
claims management system.

For more information, call or write:
Enisco, 1700 Broadway
New York, NY 10019 212/765-8500
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initiate new
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Driver safety program

Continued from page 3

rate-owned outlets—roughly 1,700
»f the chain’s 5,100 outlets—must
complete the safe driving pro-
sram and pass a 20-question, mul-
tiple-choice examination by an-
swering at least 17 questions cor-
rectly.

“We have given the program to
25,000 drivers,” the spokeswoman
said.

At any given time, Domino’s has
between 70,000 and 80,000 pizza
delivery drivers, so roughly one-
third of the drivers have completed
the program, she noted.

In addition, Domino’s “strongly"”
advises owners of franchised out-
lets to institute the program, she
said.

The spokeswoman noted that
many franchise owners have their
own driving programs.

As an example of a successful
franchise-required safe driving
program, she cited a Nevada fran-
chise owner who requires the com-
pletion of a driver safety course
as a condition of employment and
requires drivers who commit a
traffic offense to enroll in driving
school.

Drivers with second offenses lose
their jobs, she said.

However, Domino’s has no plans
to discontinue its 30-minute deli-
very guarantee, a company spokes-
woman said.

Domino’s contends that the
speed in the delivery process does
not occur on the highway but in
the franchise outlet, where
pizzas can be made in a few mi-
nutes.

Experts, though, are divided as
to how effective a driver safety
program will be for Domino’s.

“It’s one thing to say something.
It's quite another to” make it oper-
ational, said Joseph Kinney, direc-

tor of the Chicago-based National
Safe Workplace Institute and a
particularly vocal critic of Dom-
ino’s safety record.

Steve Oesch. assistant general
counsel for the Arlington, Va.-
based Insurance Institute for
Highway Safety, gquestioned
whether any safety program could
overcome what he called “an in-
herent conflict” in the guarantee.

As long as there is perceived
pressure to deliver a pizza within a
specified time, drivers—particu-
larly young, inexperienced drivers
—will feel that they have to make
the deadline even though the $3
penalty does not come out of their
pocket, Mr. Oesch contends. That
pressure will tempt them to break
driving laws, he said.

“The most difficult thing in the
safety field is-to change behavior,”
said Dave Ploss, an independent
safety and environmental compli-
ance consultant in Northboro,
Mass.

Mr. Ploss—formerly safety direc-
tor of Norton Co. in Worcester,
Mass.—coulé not comment on
Domino’s particular program. But,
he said his experience with safety
programs indicates that they can
be effective when they are bol-
stered by follow-up talks, pam-
phlets and posters.

Jim Solomon, administrator of
training for driver improve-
ment programs at the Chicago-
based National Safety Council,
agreed.

Any successful safety program
““has to be ongoing—it has to be
continual,” he said. Such an ongo-
ing program would feature con-
stant safety reminders, such as
posters, pay envelope stuffers that
stress safety themes and occasional
safety talks, he said.

Because he has not seen the new
Domino’s program, Mr. Solomon
said he could not comment on it.

_
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UNUM needed an online admin-
istrative system lo replace their
in-house batch system. In
searching for a solution, they
researched the market and even
began developing their own.
UNUM found the best answer
by far was GroupFacts — the
online group life and health ad-
ministration system from
Erisco. UNUM wanted a system
with features to meet today’s
needs and flexibility for the
future. Despite extremely tight
deadlines, Erisco’s unbeatable
support came through lo assure
the smooth installation of
GroupFacts. Putting UNUM
online, on time.

Judge us by the companies
we keep. Besides GroupFacts,
UNUM also benefits from using
ClaimFacts, Erisco’s health
claims management system.

For more information, call or write:
Erisco, 1700 Broadway
New York, NY 10019  212/765-8500

Sty

Delivering an
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However, he noted that the NSC
has “trained scads of trainers for
Domino’s’ over the years.

The Domino’s spokeswoman said
that all Domino’s outlets are re-
quired to display a poster where
drivers can see it as part of the
company’s commitment to safe
driving.

In addition, E. Scott Geller, a
professor of psychology at Virginia
Polytechnic Institute in Blacks-
burg, Va., and one of the authors
of the program, said that he and
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Domino’s new driver safety pro-
gram features a 63-page booklet.

the other authors have urged Dom-
ino's to establish a follow-up pro-
gram.

Mr. Geller said that although the
company has not committed to
doing so yet, preferring instead to
concentrate on getting the current
program up and running, the ini-
tial reaction to a follow-up pro-
gram “‘was not negative.”

The National Safety Council’s
Mr. Solomon stressed that manage-
ment commitment to safe driving is
the most critical component of a

Pollution ruling

successful safety program.

“It must start with upper man-
agement. It must start at the top
and permeate the entire program,”
he said, noting that even employees
who do not deliver pizzas should
participate in the courses.

The final lesson in the Domino’s
safe driving handbook, “From the
Top,” is a letter from Michael L.
Orcutt, vp-operations, in which he
stresses that there is no room for
unsafe drivers in the Domino’s or-
ganization.

“Speeding, careless driving, in-
attention behind the wheel and any
unlawful operation of a motor ve-
hicle are not part of the Domino’s
Pizza delivery policy and have no
place in the Domino’s Pizza sys-
tem. You must drive courteously,
professionally and, above all else,
safely while you work for Dom-
ino’s Pizza,” Mr. Orcutt wrote.

In addition, “the manager him-
self must be beyond reproach,”
said Jerry Zwaga, fleet specialist
with Aetna Life & Casualty Corp.
in Hartford, Conn.

For example, managers should
not peel out of store parking lots,
Mr. Zwaga said.

In addition, managers should
recognize safe drivers, Mr. Zwaga
suggested.

“There's always something to be
gained by recognizing that per-
son,” Mr. Zwaga said. For exam-
ple, employees with exemplary
driving records could receive
a bonus or extra time off, he
said.

Mr. Geller, one of the co-authors
of Domino's new driving safety
program, said he has encouraged
-he pizza maker to ‘“‘reward safe
driving.”

For example, drivers who com-
plete the safety course and have no
violations could eventually be
made driver trainers, he said.
Money alone may not be a suffi-

cient reward, he said.

Indeed, negative reinforcement
had been cited as one of the rea-
sons for fatalities involving Dom-
ino’s drivers. !

Some outlets had established
“King of Lates” badges that were
awarded weekly to the driver who
most often missed the 30-minute
deadline.

Critics said that this encouraged
unsafe driving.

However, the Domino’s spokes-
woman stressed that these mocking
awards were not authorized by the
chain,

““‘We have been working real
hard to make sure all of our fran-
chises understand that this is un-
acceptable,” she said,

In addition, the giant pizza
maker has instituted a toll-free
number for drivers to register
complaints with Domino’s corpo-
rate headquarters if they feel they
are being pressured to hurry while
on the road, the spokeswoman
said.

But, rather than the 30-minute
guarantee and the unauthorized
mock awards, “Domino’s real
problem is plain and simple—it's
turnover,” Aetna's Mr. Zwaga as-
serted.

He pointed out that high turn-
over bedevils fast food chains and
most businesses that depend on
young employees who have just en-
tered the job market.

The Domino’s spokeswoman said
that the company had no informa-
tion on turnover.

But, according to Mr. Geller, a
Domino's competitor had only nine
drivers out of an initial pool of 300
still on the job after a period of
three years.

And in Mr. Geller's home town of
Blacksburg, Va., Domino's fran-
chise operators have estimated
their annual turnover rate at 300%,
he said. ]

Continued from page 2

For example, in this case, the poli-
cyholder intended to place hazard-
ous chemicals into an unlined waste
pond, but the policyholcer did not
intend for the chemicals to leak into
the groundwater or onto third-party
property, Mr. Jackson said.

If the judge instead had focused
on Broderick’s act of placing the haz-
ardous chemicals into the pond, the
pollution exclusion woulc bar cover-
age, he said.

Because the judgé focused on
whether the spread of chemicals onto
third-party property was urexpected
or unintended, there is coverage, he
sald. E
Prior to this decision, all other
courts focused on the meaning of the
language in the pollution exclusion
that states there is no coverage unless
the event that causes pollution is
“sudden and accidental.”

Insurers vigorously argue that the
language should be given a temporal
meaning, such as happening quickly.

Policyholders nationwide, though,
argue the phrase should be inter-
preted to mean “unexpected” or “un-
intended,” which is how the judge in
the Broderick case interpreted it.

Judge Weinshienk interpreted
“sudden and accidental” to mean un-
expected or unintended.

The ruling is very beneficial to pol-
icyholders, Mr. Jackson said.

The ruling could make it easier
for policyholders nationwide to win
pollution insurance disputes, he said.

Policyholder attorney Nicholas
Zoogman of Anderson Kill Olick &
Oshinsky in New York agreed: “This
ruling will be very favorable to poli-
cyholders.”

Mr. Zoogman, who also repre-
sented the policyholder in the case,
predicted that the court’s ruling
would influence other courts inter-
preting the pollution exclusion.

“It is an absolute and complete
win for policyholders,” Mr. Zoogman
cheered.

The ruling involved a dispute be-
tween Broderick Investment, for-

merly Broderick Woods Products Co.,
and its primary liability insurer,
Hartford Accident & Indemnity Co.
in Hartford, Conn., a unit of the
Hartford Insurance Group.

A spokesman from Hartford said
the insurer disagrees with the rul-
ing but would not comment further.

A jury trial is expected to begin
today in the same court to deter-
mine whether Broderick is insured
for a government-mandated multi-
million hazardous waste cleanup of
the pollution. The jury will decide if
the pollution was an accident or de-
liberate.

Broderick is seeking coverage for
the cost of cleaning up toxic waste
contamination at a former wood
treatment facility it owned and
operated from 1947 to 1981. Toxic
chemicals used to treat the wood at
the plant were placed into waste
ponds that have since leaked, allow-
ing chemicals to contaminate the
groundwater and third-party prop-
erty.

The U.S. Environmental Protection
Agency has ordered Broderick to
clean the site under provisions of the
Comprehensive Environmental Re-
sponse, Compensation and Liability
Act of 1980, or Superfund.

There are no clear estimates of how
much it will cost to clean the site.
However, it clearly is a multi-million
dollar cleanup, attorneys say.

Broderick had primary compre-
hensive general liability coverage and
umbrella coverage with Hartford
from 1976 to 1984. The primary
limits varied from $50,000 per occur-
rence to $1 million per occurrence.
The umbrella limits varied from $1
million per occurrence to §2 million
per oceurrence.

Broderick is claiming coverage in
each policy year from 1976 to 1984,
arguing that there was third-party
property damage in each policy year.

The Broderick case also is note-
worthy because the policyholder was
able to introduce into evidence the
infamous brief involving First State
Insurance Co., a subsidiary of Hart-

ford, in which First State argued that
the pollution exclusion does not bar
coverage for gradual pollution inci-
dents (BI, Sept. 11; June 12).

While Judge Weinshienk allowed
the policyholder to submit the First
State brief as evidence, it is not clear
what impact the brief had on her ul-
timate decision.

Mr. Zoogman speculated that
Judge Weinshienk concluded that the
First State brief was proof that the
policyholder’s interpretation of the
pollution exclusion was at least a
reasonable interpretation.

However, Mr. Jackson said the
First State brief was a “minor fac-
tor’ in Judge Weinshienk’s decision.

Meanwhile, the controllers of the
two trusts which have held Broderick
Investment Co. sinee the early 1960s
have settled with their insurers in the
case.

The owner of the company had
placed all company stock in two
trusts for his children. One trust is
controlled by The Colorado National
Bank of Denver and the other is con-
trolled by The First Interstate Bank
of Denver.

Each bank has liability insurance
that responds to claims stemming
from trust properties, such as the
Broderick property. ‘

Early in the litigation all of the
bank's insurers settled for approx-
imately $1.7 million.

The banks’ insurers include:
USF&G Corp.; Travelers Insurance
Co. and Phoenix Insurance Co., units
of The Travelers Corp.; Federal In-
surance Co., a Chubb Corp. unit;
Farmers Insurance Co.; and Aetna
Life & Casualty Co.

These types of settlements are
usually confidential. But because
trust settlements in Colorado must
be approved by a probate court, the
value of many of the settlements was
disclosed.

®
Broderick Investment Co. vs. Hart-
ford Accident & Indemnity Co., U.S.
District Court for the District of Col-
orado, No. 86-Z-1033.
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Continuing projects to get incoming chief’s attention

The new designated director of the Illinois
Insurance Department has three projects in
mind as he awaits approval of his appoint-
ment.

Zack Stamp, the state's designated direc-
tor of insurance, still has to undergo scrutiny
by the Illinois Senate’'s Executive Appoint-
ments Committee.

But having been the governor’s chief lob-
byist in the General Assembly for the past
three years, he says: “I don’t really have a
problem about meeting anybody (in the com-
mittee) for the first time.”

Gov. James Thompson tapped Mr. Stamp,
35, to lead the department in September, The
governor promoted Mr. Stamp's predecessor,
John E. Washburn, to deputy governor after
he had served as insurance director for six
years.

Although he is in a job that probably will
end when the governor leaves office in 1991,
Mr. Stamp said he doesn’t see himself as just
a caretaker.

In fact, there's plenty left over from Mr.
Washburn’s tenure as the state’s chief insur-
ance regulator. Mr. Stamp says he’ll begin
working on three main priorities as soon as
he is confirmed by the Legislature:

@ To fully implement the state’s Compre-
hensive Health Insurance Program, the pub-
licly financed insurance plan for the medi-
cally uninsurable that was approved by the
Legislature in 1986 but has not attracted
much public interest since then.

® To carry out Illinois' mandatery auto in-

surance program, which will go into effect in
January.

® To improve monitoring of financially
troubled insurance companies doing business
in the state.

However, he added, “I think we do a pretty
good job” of financial regulation.

In addition, Mr. Stamp must tend to the
embers of other issues.

He expects consumer advocates to continue
their efforts to persuade the Illinois Legisla-
ture to enact Proposition 103-type measures
in Illinois, although such a measure failed
earlier this year (BI, June 12).

The failed measure had called for repealing
the insurance industry’s limited antitrust im-
munity in Illinois, rolling back of some in-
surance rates and changing the regulator’s
post to an elected—rather than appointed—
job. o

“I don't see the problems and that is why
(such proposals) aren’t going anywhere,” Mr.
Stamp said.

In addition, Mr. Stamp plans to pursue
adoption of voluntary standards developed
by the National Assn. of Insurance Commis-
sioners to regulate insurer solvency. Those
standards were spearheaded by his predeces-
sor and adopted by the NAIC this summer
(BI, June 19).-

The program also lays the groundwork for
the NAIC to consider accrediting each state’s
insurance department, which Mr. Stamp
favors.

In addition, he plans to continue the active

involvement of Illinois Insurance Depart-
ment personnel in the NAIC, of which Mr.
Washburn was chairman.

Mr. Stamp admits he has no significant ex-
perience in the insurance field, with his only
previous exposure being a 1981 job with the
Illinois Senate’s Insurance Committee. But
he says the state’s hands-off approach to rate
regulation ‘‘is the best system,” and he
doesn’t intend to tamper with it.

Mr. Stamp earned his spurs in state gov-
ernment through tough business politics and
legislative wrangling. He got his first expo-
sure in 1976 as a coordinator in West Central
Illinois for Gov. Thompson’s first gubernato-
rial campaign.

After receiving a law degree from Southern
Illinois University in 1980, Mr. Stamp joined
the Senate Republican staff. He joined the
governor’s office as Senate liaison in 1985
and was appointed director of legislative af-
fairs the following year.

As Gov. Thompson's chief liaison with the
General Assembly, his job was to advise the
governor on legislative strategies, keep tabs
on the votes for crucial issues “and, really,

just communicate—make sure the right peo-

ple got the word at the right time.”

Despite an $8,000 cut in pay, to $60,349,
Mr. Stamp is calling his new assignment “the
opportunity of a lifetime.”

Though a Republican, Mr. Stamp drew
praise from Democrats with whom he
worked.

‘‘He was very organized, and he didn’t

Mr. Stamp

make any promises he couldn’t keep.” said
Gary LaPaille, chief of staff to House major-
ity leader Michael Madigan.

James Reilly, former deputy governor and
now chief executive officer at McCormick
Place, a major Chicago convention center,
said: “Zack is a good choice for insurance
director because you need somebody who
understands government and how it works
and who, as regulator, does not necessarily
agree with what the industry wants.”

Mr. Stamp says he'll vacate the office in
1991, after Gov. Thompson leaves. But he
adds: If (Republican candidate) Jim Edgar
wins in the next election, I wouldn’t want
to send a signal that I won't take this job if
it's offered.”

—Crain News Service

Louisiana court upholds damage cap

NEW ORLEANS—The Louisiana
State Supreme Court has upheld the
constitutionality of a state-imposed
cap on non-economic damage awards
in medical malpractice cases, making
Louisiana the fifth state to uphold
such a law.

The law sets a $100,000 limit on
the amount of non-economic dam-
ages that plaintiffs can recover from
doctors, hospitals or other health care
providers.

However, plaintiffs can recover as
much as $400,000 more from a state-
operated insurance fund, the Patients
Compensation Fund.

But, plaintiffs’ attorney Joseph W.
Thomas argued that the cap is un-
constitutional because it discrimi-
nates between less seriously injured
victims, who can be fully compen-

risk, “he’d pay more than a general
practitioner,” the spokeswoman ex-
plained.

A $15 million surplus must be
maintained in the fund, she said.
However, if the fund exceeds $15
million after all claims and expenses
are paid, the Louisiana Insurance
Rating Commission and the state at-
torney general can file to reduce the
surcharge.

—By Christine Woolsey

FAIR Plan refunds

NEW YORK—The New York Prop-
erty Insurance Underwriting Assn.,
which operates the state’s pool for
high-risk property insurance, plans
to refund nearly $5.2 million to thou-
sands of commercial policyholders in

' Around the states |

sated within the cap, and those for
whom the maximum award allowed
is insufficient compensation.

The Supreme Court rejected that

. argument, noting that courts in four

other states—Indiana, California;,

_ Nebraska and Virginia—have upheld

such caps.
However, the court noted that six
states have declared such caps un-

‘ constitutional: Idaho, Illinois, Kan-

sas, New Hampshire, North Dakota
and Texas.

The Patients Compensation Fund
was established in 1975 in response
to the growing concern over medi-
cal malpractice insurance availability
in Louisiana, an Insurance Depart-
ment spokeswoman said. Its primary
purpose is to provide supplemental
compensation for more seriously in-
jured victims.

‘*More than 90% of doctors in Loui-
siana participate in the fund,” she
‘added.

The fund is financed by surcharges
applied to medical malpractice insur-
ance premiums paid by doctors, hos-
pitals and other health care provid-
ers. The surcharge is a percentage of
premium, which varies depending
upon the classification of the pro-
vider.

For instance, since an obstetrician
‘s considered a higher than average

the next few weeks, according to the
New York Insurance Department.

The payments from the Fair Ac-
cess to Insurance Requirements Plan
are “a result of better-than-expected
results from its book of business,” a
department statement explained. The
scheduled distribution marks the
third consecutive year that the plan
has returned excess funds to its com-
mercial policyholders.

To date, the FAIR Plan has re-
funded about $23 million.

The FAIR plan will distribute
checks ranging from about $65 to
$301 to 31,000 policyholders in four
classes of business;

® Small retail establishments.

® Charitable or philanthropic or-
ganizations.

® Owners of apartment buildings
containing eight or more units.

® Others.

“The only commercial classifica-
tion not qualifying for the experi-
enced-based distribution this year
was the ‘Apartments of Eight Units
or Fewer' class,” said a department
spokesman.

Superintendent of Insurance James
P. Corcoran said the FAIR plan re-
funds in recent years should persuade
insurers in the voluntary market to
offer affordable coverage to plan pol-
icyholders. “We urge fire and prop-

erty insurers in New York to un-
derwrite more business at lower
rates in the voluntary market, and
thus obviate the need for further
NYPIUA policyholder distribu-
tions,” Mr. Corcoran said.

The FAIR Plan provides fire in-
surance and other extended cover-
ages to commercial and residential
policyholders unable to obtain
coverage in the voluntary market.

—By Collin Nash

Health cover pool

COLUMBIA, S.C.—The directors
of South Carolina’s new health in-
surance pool will meet Oct. 31 to
hammer out a plan of operation.

The South Carolina Health In-
surance Pool will “provide health
insurance for medically uninsur-
able people” at a rate initially set
at 200% of the “‘standard pre-
mium’’ when it begins operations
on Jan. 1, 1990, said Chief Deputy
Insurance Commissioner Suzanne
Murphy.

The standard premium will be
determined by the rates charged by
the five largest health insurers in
the state, she said. However, the
law establishing the pool does not
spell out whether the rate is to be
an average.

The pool is not designed to pro-
vide health coverage for the indi-
gent uninsured, she noted.

Health insurers doing business in
South Carolina will fund the pool
through assessments on the
amount of major medical insurance
they write in the state. However,
they will receive dollar for dollar
premium tax relief to compensate
them for the assessment for the
first $5 million in losses suffered
by the pool.

If annual losses exceed that $5
million, the premiums will be in-
creased.

The pool’s coverage will include
a $500 deductible and require a
20% copayment until another
$1,500 in out-of-pocket expenses is
reached, Ms. Murphy explained.

The pool is governed by an
eight-member board of directors.
Five of the directors are elected by
insurers doing business in the state

and three serve by gubernatorial
appointment. Two of the gover-
nor's appointees must be from out-

side the insurance industry and
one must represent consumers.
—By Mark A. Hofmann

Ryder System, Inc., a long-time
Erisco customer, wanted fo add
a prenatal educalion program for
its employees. Thanks lo Erisco’s
new Heaith Care Information
Services, Ryder got precise re-
ports on the incidence of pre-
malure births; vital information
they needed lo set up the new
program. Ryder benefits from
more efficient administration of
ifs health care expenditures.
And ifs employees benefit from
still another innovative plan.

Judge us by the companies
we keep. Besides Health Care
Information Services, Ryder also
benefits from using ClaimFacts,
the health claims management
system and ImpleFacts, the sys-
tem for administering defined
contribution recordkeeping
plans from Erisco.

For more information, call or write:
Erisco, 1700 Broadway
New York, NY 10019 212/765-8500

Providing
vital
information to
anew prenatal
program.And
finding ways to
cuthealth care
COosts.

That’s Erisco.
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RATES AND CLOSING TIME:

Rates: Display classified is $108.50 per column inch, minimum of one inch. Straight classified is  Closing: Published every Monday. Copy must be in typewritten form by noon Tuesday, 6
$9.00 per line, minimum of 5 lines. Count 34 characters per line (include each space and  days vreceding publishing date. No verbal phone copy accepted. Prepayment required for
punctuation as a character). Additional $17.50 charge for all blind box ads. Only those reponses  straignt advertisements. Mail ads to Margaret Hikido, Classified Advertising, 740 N. Rush
which fit into a business size envelope will be forwarded. Responses are forwarded daily. St. Chicago, IL 60611. For more information call 312-649-5340. FAX 312-280-3189.
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making and communication skills, be able to handle a heavy
and demanding work load, and be willing to travel occasion-
ally, We offer excellent salary and benefits. Relocation to Cher-
ryville, NC is required. Send letter and resume to:

Used by Fortune 500 companies, 85%
of Europe's corporations, and leading
employment agencies. Takes the risk
out of critical personnel and business
decisions. Gives you needed insight
quickly, inexpensively, and confiden-
tially. "Send for our FREE repont:

existing or potential risk exposures.
Develops computerized loss informa-
tion data systems. Coordinates the em-
ployee welness program through subor-
dinate supervisors and other City
Departments. Knowledge of Municipal
Risk Management Adminstration,
Knowledge of the State, Federal and

740 Rush St.
Chicago, IL 60611-2590
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“\Workers' Compensation Claims
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comppensation dministration. Experi-
ence with employee wellness program
development preferred. Send resumes
u: City of San Antonio, Personnel De-
partment, P.O. Box 839966, San Anto-
nio, Texas 78283, Attn: Mr. Cecil Scott.

An Equal Opportunity Employer - M/F Vice-Presidents, General
Managers and Other Ad-
ministrative Personnel

4,006

serviea for construction accounts.
The candidate will possess a strong
technical background in the areas of
insurence and risk management.
Strong written communication skills
and the ability to motivate account
servicing team members required.
Personal computer skills a definite
plus. Submit resumes to:

Mike O'Neill, Vice President
ARTEX Insurance Agency, Inc,
12222 Merit Drive, Suite 1660
Dallas, Texas 75251
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TARGETS
your BEST

JOB
Candidates

AMERICAN GOVERNMENTAL
RECIPROCAL INSURANCE EXCHANGE

(A Bisk Belontion Group)

PROVIDING LIABILITY COVERAGE
FOR PUBLIC ENTITIES
{incl. Police Professional, Public Officials & E.I.L.)

IS SEEKING AGENTS

LOSS CONTROL COORDINATOR
$29,244-541,475
Req. 3 yrs. of exp. in the dev., imple-
mentation & adm. of loss control progs.
and a Bachelor’s degree in Risk Mgmt.
or related field. To request application,
call (602) 262-6277 or write: Clity of
Phoenlx, Personnel Dept., 135 N. 2nd
Ave., Phx,, AZ 85003. AA/EEO/H Em-
gloyer. Open Until Filled. REF-PO
325,

Financial:

Chief Financial Officers
and Vice-presidents of Fi-
Nance ............. 2,795
Secretaries, Treasurers,
controllers and other Fi-
nancial Personnel ..3,842

MAXIMIZE YOUR
CAPABILITIES,
MINIMIZE YOUR
RISKS.
Professionals Serving
Professionals

In Risk & Insurance
Management Recruiting.

¢ EXCLUSIVE, PROTECTED TERRITORIES

ASSISTANT CLAIMS MANAGER
WORKERS COMPENSATION
reporting to Manager - Corporate In-
surance — requires a bachelors degree
and 4 + years of solid WC cluim experi-
ence, including supervision — respon-
sible for overseeing service providers
administration of our WC claims na-
tionally. Send resume with salary re-
uirements to: Woolwaorth Corporation,
irector-Human Resources, 233 Broad-
way, NY, NY 10279. Equal Opportunity

Employer M/F/H/V

AVAILABLE
e EXCELLENT COMPENSATION PACKAGE

FOR MORE INFORMATION, CONTACT:

A.G.R.1.E.
Marketing Director
P.0. Box 5088
Southfield, MI 48086

Risk/Employee Benefits:
Vice-presidents, directors,
managers, and other re-
lated department person-
nel of: insurance, risk, em-
ployee benefits,
personnel, compensation,
pension, safety, security,

( PRESIDENT )
RETAIL BROKERAGE

Chicago Branch of major broker needs
sales oriented CEO. Oppty for #2 or #3

dicork Saa DT £ industrial relations, human
(313) 358-4010 BRANCH MANAGER RISK MANAGEMENT DIRECTOR resources and employee/
E & s Elans. grg{gnirztes J%A&i‘;l_.\‘cktfi\rla .Icfx)int labor relations . . . .. 10.719
Pacific Northwest E & S Broker has fath 1t Smi‘ééf [(mrlil-iplz:tin B Sub-total . . .. .. 24,021
need for producing manager. EXECUTIVE SEARCH S teicts Trim catastrophic finaneial | = 77T y
RETAIL PnonucEHs WANTED Pl_eside"t CONSULTANTS loss; administers self;msu;eid \.;lnlrkeri
o t - 1 wi
New England office of retail broker i g?nrrp: D(!:lCS: I;‘:?\e irtts}perroérz%s ‘vihligj}l\}m- Associations .. ....... 554
SPECIALTY PROGRAMS ARE NOW AVAILABLE | | EEiiini orsuiss | s7aoomatebanys | ™S cimpiicioes | EGUE0TAL natiutions
' mm 6401 Linda Vista R ' Educational Institutions
Surety A.E. 201 — 5220440 [N . Snblegecasanii 1,417
R z or information call ( g0 gagn | e s SR SR e *
Target States gﬁfﬁﬁﬁ"lﬁa?oﬁa&mﬂ:ﬂgam:r Fax 201 — 273-5630 Apply by: Fri., October 27, 1989 Commercial Consumers
AL. DE. GA. ID. IL. IN. KS. LA. ML MO. ready for ratail. Sub-total 25.992
MS. NE. OH. OK. SD. TX. WA. WL WV. WY Producers ub-total .. ....... :
Target classes for Liability Coverage Ewa?;::,‘f“;’",f’ﬁ‘:‘;’,’.fﬁ;.: gl Insurance Agents andoasr;a-
e . ave outstanding programs. . ¥ KEIS . (ovicioimie s 1 5
Campgrounds Riding Academies & Stables Chi D Seattl Advertise in i
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Go Kart Tracks

Insurance Agents
Limousines

Mini Golf Courses

Real Estate Agents

Refuse Haulers

Restaurants & Bars (Liquors)

Rental Car Agencies
Special Events

Strategy Games

Taxi Cabs

Trade Contractors

Water Parks & Water Slides

For more information regarding these Programs call:

Toll Free 1-800-272-7230
In Missouri 1-314-997-3666

Or Write To:
A. B. Carter Inc.
10420 Old Olive Rd., P.O. Box 66842
St Louis, MO 63166

Richard Shoemaker, President
7844 Madison Avenue, #106
Fair Oaks, CA 95628

I 3
(916) 965-5511

With branches in Atlanta, New York, Newport
Beach, San Francisco, Phoenix and Sacra-
menio, cover the nation. Our sister fim, In-
suTance Consult o

sarvices in over 200 . acquish
M.orm:gmmﬁmoi and bro-
kers. i rn;;;vurmmm;uinm
th & great of expertisa, then call us.
amployer rélained.
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The Professional Marketplace

FAX your classifieds for the next issue:

FAX: 312/280-3189
PHONE: 312/649-5340

Contact:
Margaret Hikido, Classified Ad Manager, to reserve space.

Actuaries, Consultants, At-
torneys, Adjusters, Ap-
praisers and Third Party
Administrators ..... 3,800
Others Allied to the Field
2,771

* Source Business/Occu-
pational breakdown of quali-
fied circulation, May 29,
1989 issue, as submitted to
BPA for June 1989 BPA
Publisher's Statement.




AAWR plbLug Ao WIWiiLE, JLLWWLCL 10, 1909 7 #d

Promote | Image with clients: CPCU chief

By LINDA J. COLLINS

NEW ORLEANS—The merits of
the insurance industry should be evi-
dent in insurers’ and producers’
everyday contacts with clients, as-
serts the incoming president of the
Society of Chartered Property & Ca-
sualty Underwriters.

“We need to put the insurance in-
dustry in a better light and help peo-
ple understand how it operates,” said
Richard L. Katten, executive vp of
T'he Ferd. Marks Insurance Agency
Ltd. in New Orleans.

Mr. Katten will assume the So-
ciety of CPCU presidency this week
at the group’s annual meeting in An-
aheim, Calif.

The goal for his tenure is to en-
courage members to “not only ex-
vlain why we're a good industry, but
.o demonstrate why we are a good
industry,” Mr. Katten said.

For example, “every underwriter,
vefore he makes a decision, ought to
think about how that decision would

be made if it affected him perso-
nally,” he explained.

Proposals such as those to amend
or repeal the McCarran-Ferguson Act
and the passage of California’s Prop-
osition 103 have arisen because of the
insurance industry’s failure to ex-
plain its usefulness to the public, Mr.
Katten said.

“Getting rid of McCarran-Fergu-
son will not sclve the industry's
problems. . . \We tried to throw
money at the problem in California
with Proposition 103" through ad-
vertising and public relations cam-
paigns, but that approach also was
unsuccessful, he observed.

“The only thing that will solve the
industry’s problems is for us to be
more responsive to the public—talk
to them-and explain how we operate”
on a one-on-one level, he stressed.

The insurance industry ‘“‘doesn’t

have anything to defend or anything
to apologize for. We have helped to
build the economy, we just need to
explain the things we've done” to
the public, Mr. Katten added.

Most, risk man-
agers ‘“‘know
there are good
sides and bad
sides to the in-
dustry,’” but
many consumers
do not know that,
he said.

Mr. Katten said
that the Society
of CPCU provides
a good forum for
different insurance disciplines to get
together and discuss industry issues.
In addition to insurer and producer
members, it also counts risk manag-
ers and defense attorneys among its

Mr. Katten

ranks.

And, he pointed out that the So-
ciety of CPCU's Intra-Industry Com-
mittee has just published a series of
guidelines that Society of CPCU
chapters throughout the United
States can use in planning joint acti-
vities with local chapters of the Risk
& Insurance Management Society
Inc., the organization representing
risk and employee benefit managers.

For example, the guidelines state
that “chapters may consider the de-
velopment of joint educational work-
shops and seminars to be designed
and sponsored locally, and/or they
may want to consider programs al-
ready developed by the Society’s
Continuing Education Department or
Risk Management Section on a na-
tional level.”

The guidelines also instruct chap-
ters to “consider sharing public rela-

tions efforts, profits or losses on the
proposed workshops.”

Furthermore, the guidelines en-
courage Society of CPCU chapters
to consider tapping the expertise
available through local RIMS chap-
ters when selecting research topics.

Another item on the Society of
CPCU’s agenda for the coming year
is a pilot project to show a specific
industry what the insurance industry
has to offer.

The group will promote itself to
that targeted industry and advertise
the availability of its members as
speakers on various insurance indus-
try topics in an attempt to increase
communications with that group. He
expects the target industry to be se-
lected before year-end.

If the pilot program proves suc-
cessful, “we will branch it out into
other industries,” he said. =
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Fetal protection

Continued from page 1
experts.

“The overwhelming evidence in
this record establishes that an un-
born child's exposure to lead cre-
ates a substantial health risk in-
volving a danger of permanent
harm.’’ experts on both sides con-
cluded. according to the Tth Cir-
cuit's 97-page decision.

In addition, a mandatory policy
was necessary because Johnson's
previous voluntary policy was not
effective, as demonstrated by the
[act that at least six women work-
ing in high lead exposure areas be-
came pregnant between 1979 and
1983, according to the company.

At least one of those babies had
an elevated blood lead level and
suffered from some medical prob-
lems, including hyperactivity, ac-
cording to one of Johnson Control's
medical experts.

In addition, the company consid-
ered—but rejected—the alternative

of removing a woman from the
high lead area once she became
pregnant. That was deemed inef-
fective because of the frequent
time-lag in reporting a pregnancy
and the fact that high residual lead
levels could damage an unborn
child.

However, the company tried to
ease the impact of the policy on
existing battery division workers,
including assuring transferred em-
ployees they would not lose pay or
benefits.

The UAW lawsuit challenged
this policy on behalf of several
plaintiffs, including a 50-year-old
divorcee and another woman who
said that she was voluntarily steri-
lized to keep her battery division
job.

About 135 of the 2,000 UAW
members at Johnson Controls' nine
plants were women, said Ralph
Jones, the UAW’s associate gen-
eral counsel.

Johnson Controls requested
summary judgment of the suit,

which U.S. District Court Judge
Robert Warren granted in January
of 1988.

“Society has an interest in pro-
tecting fetal safety,” he wrote in
his decision. The potential abnor-
malities in female employees’ off-
spring are ‘‘too serious for this
court to find unimportant,”’ he
added.

The UAW appealed the lower
court’s decision in February 1988.
The Allied Industrial Workers of
America, which represents em-
ployees in a 10th Johnson Controls’
battery division facility in Mil-
waukee, was allowed to intervene
as plaintiffs in the appeal. That
unit included 110 women.

A three-judge panel of the Tth
Circuit heard the appeal and cir-
culated its opinion among all the
judges prior to its publication.

That resulted in the full 11-mem-
ber panel hearing the case, ap-
parently because of a disagreement
among the judges over the appro-
priate ruling.
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“Johnson Controls has demon-
strated that its fetal protection
policy is reasonably necessary to
industrial safety,” the majority of
judges said in their decision.

The company produced facts that
demonstrate that it could defend
its policy as a business necessity if
the case would go to trial, the ma-
jority said.

In reaching its conclusion, the
majority rejected testimony from
UAW medical experts who chal-
lenged the findings of Johnson
Controls experts and emphasized
that the offspring of male employ-
ees could also face potential in-
jury.

The UAW “has failed to carry its
burden of persuasion” in showing
that there were factual questions
to challenge such a business neces-
sity defense, the majority wrote.

In addition, the court majority
found that being an individual in-
capable of bearing children is “a
bona fide occupational qualifica-
tion"” for the high-lead exposure
jobs that supports a fetal protec-
tion policy against claims of dis-
crimination.

Attorneys for the UAW are cur-
rently considering whether to ask
the U.S. Supreme Court to review
the case.

Attorneys disagree on whether
the U.S. Supreme Court would
consider the case.

Stanley Jaspan, Johnson Con-
trols’ attorney, emphasizes that the
7th Circuit followed the same
standards as previous courts in re-
viewing whether a fetal protection
policy was valid.

Two other U.S. Courts of Appeal
—the 4th Circuit and the 11th Cir-
cuit—have upheld fetal protection
policies. However, the 5th Circuit
struck down a fetal protection pol-

this ruling, according to. Ms.
Becker and Ms. Bertin.

However, Ms. Bertin says that if
the U.S. Supreme Court were to
review the case, it would be be-
cause there was no trial and the
conflicting medical evidence was
not sufficiently debated.

On these grounds, she says, the
7th Cirecuit decision is “‘very vul-
nerable to reversal.”

Currently, dozens—and perhaps
hundreds—of employers have some
type of fetal protection policy that
applies to women, Ms. Bertin esti-
mated.

However, she knows of no fetal-
exposure lawsuits brought by the
offspring of female employees, al-
though she is aware of unsuccess-
ful lawsuits by the offspring of
male employees.

Judge Richard Posner noted in
his dissent from the Tth Circuit de-
cision that “‘there is a solid medical
basis for concern with fetal injury
from airborne lead in the concen-
tration found in battery plants,
and this concern could in turn
cause the employer to worry about
being sued by injured children of
his employees.

“Such a suit would not be pre-
empted by workers compensation
law," he added.

As a result, “‘the employer would
therefore be exposed to full com-
mon law damages, punitive as well
as compensatory.”

In addition, the mother’s own
negligence in ignoring employer
warnings and becoming pregnant
while doing hazardous work would
not be imputed to the child and
therefore would not reduce the em-
ployer's liability, he said.

Johnson Controls did not discuss
the liability issue in its court docu-
ments and its spokeswoman later

icy because the employer dis-
charged a pregnant employee
rather than placing the employee
on leave.

Courts have considered fetal
protection policies valid if the em-
ployer proves that there was a sig-
nificant risk of harm to unborn
children, that the potential harm
was confined to the offspring of
one sex and that the company was
unable to devise a less discrimina-
tory alternative, said Mr. Jaspan,
who is with Foley & Ladner in
Milwaukee.

But some legal experts and dis-
senting judges are concerned by
the majority’s decision and the ef-
fect is could ultimately have in
other companies.

“This decision is materially dif-
ferent from other federal (court)
decisions,” said Joan Bertin, asso-
ciate director of the Women's
Rights Project for the American
Civil Liberties Union in New York
City.

In the three other federal cases, a
“high’’ burden was put on employ-
ers to prove that such a policy was
an essential last resort because
there were no feasible alternatives,
she said.

This decision relaxes the burden
on the employer and places a
heavier burden on the plaintiff to
show why a policy is discrimina-
tory, explained Ms. Bertin.

Mary Becker, a University of
Chicago law professor who has
written about fetal protection poli-
cies, agrees.

“This will immunize a large
number of traditionally male jobs
from women's ability to integrate
them,” said Ms. Becker.

In addition, more employers are
likely to adopt fetal protection po-
licies in the future as a result of

‘Johnson Controls has demonstrated that its
fetal protection policy is reasonably
necessary to industrial safety,’
a 7th Circuit majority says in upholding a policy
barring fertile women from the battery division.

declined to comment on the issue.

The majority decision also
prompted strong comment from
some of the four dissenting judges.

“If the majority is right, then by
one estimate 20 million industrial
jobs could be closed to women, for
many substances in addition to
lead pose fetal risks,” wrote Judge
Easterbrook, quoting the highest
estimate of jobs with exposures to
hazardous chemicals made by the
Bureau of National Affairs in
19817.

‘“Whether that would happen is
of course a separate question; legal
entitlements need not translate to
action. But the law would allow
employers to consign more women
to ‘women’s work' while reserving
better-paying but more hazardous
jobs for men. Title VII was de-
signed to eliminate rather than
perpetuate such matching of sexes
to jobs,” he wrote.

Judge Posner said “the issue of
the legality of fetal protection is as
novel and difficult as it is conten-
tious,”” adding that the appeals
court should have required that a
trial be held.

“By affirming on this scanty
basis we may be encouraging in-
cautious employers to adopt fetal
protection policies that could en-
danger the jobs of millions of
women for minor gains in fetal
safety and health,” the judge said.

In related action, the Allied In-
dustrial Workers union is pursuing
similar cases against Johnson Con-
trols before the Wisconsin Equal
Rights Division of the Department
of Industry, Labor and Human Re-
lations and in state court, said
Kenneth Loebel, an attorney with
Habush, Habush & Davis, 5.C. in
Milwaukee, who represents the
AIW. =
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Congress

Continued from page 1

These employee benefit measures
are crammed into the $14.1 billion
deficit reduction bill, which the Sen-
ate began debating late last week.
How much of the bill will survive,
however, was uncertain last week.

Some senators, enraged at the huge
girth of the legislation, were attempt-
ing to strip provisions that have
nothing to do with the bill’s purpose:
raising revenues and reducing federal
expenditures to reduce the federal
deficit.

“This trashes the legislative pro-
cess,” declared Sen. William Arm-
strong, R-Colo. Congressional igno-
rance of provisions in earlier massive
hills led to such “faux pas” as Sec-
tion 89, he warned.

“Now we are about to do the same
thing,"” Sen. Armstrong complained.

The budget reconciliation process
has become an “unmitigated farce,”
asserted Sen. Orrin Hatch, R-Utah.
“What has happened here is atro-
cious.”

Quick congressional approval of
the budget reconciliation legislation
is essential to meet a deadline—now
set for this week—to reduce the fed-
eral deficit. If that deadline is not
met, automatic federal spending cuts,
as required by the Gramm-Rudman
law, would take effect.

Legislators want to avoid those
spending cuts, which would hit a va-
riety of domestic and military pro-
grams.

If the effort to prune the Senate
bill is successful, presumably many
of the benefit provisions, such as
Section 89 repeal, would be removed
and would have to be considered at
another time.

Regardless of the final shape of
the Senate bill when it is approved,
congressional conferees still will have
to iron out differences between the
Senate legislation and another bud-
get reconciliation bill, H.R. 3299,
which the House approved earlier
this month.

The House bill also is laden with
benefit provisions. However, the
House budget bill includes an
amendment to repeal the 1988 Medi-
care Catastrophic Act.

The Senate’s proposal to curb ben-
efits and taxes set by the 1988 Medi-
care law was passed as part of a sep-
arate bill (see related story).

In addition, some benefit provi-
sions that triggered an outpouring
of employer objections already have
been removed from the House and
Senate budget bills.

For example, the House earlier
voted to strip the so-called Visclosky
amendment, named after sponsor
Rep. Peter Visclosky, D-Ind., that
would have required employers to
share control of defined benefit and
defined contribution pension plan
assets with employees.

The Senate budget bill lacked a
comparable provision (BI, Oct. 2).

In addition, provisions to impose
stiff and unprecedented fees on em-
ployers filing federally required pen-
sion and welfare plan reports were
removed from the House and Senate
budget bills.

Nonetheless, the budget bills in
both chambers of Congress are
fraught with employee benefit plan
provisions.

“These bills are benefit freight
trains with everything under the sun
attached to them,” said Henry Sa-
veth, a principal with A. Foster Hig-
gins & Co. Inc. in New York.

The most important benefit pro-
vision in both the House and Sen-
ate budget bills would repeal the de-
tested Section 89, the section of the
tax code that has required employers
to spend hundreds of millions of dol-
lars to collect data to prove that their
health care benefit plans do not dis-
criminate in favor of highly compen-
sated employees.

Section 89, which is scheduled to
go into effect Dec. 1, kicked up a
storm of protests from employers ob-
jecting to the law’s nightmarish com-
plex tests.

Even if Section 89 is stripped from

the Senate bill, the anger that Con-
gress has felt from employers on Sec-
tion 89 makes it almost certain that
the repeal provision would be res-
tored by conferees or approved by the
House and Senate as part of other
bills, benefit experts say.

“No matter how you cut it, Sec-
tion 89 will be repealed. It is a pack-
aging question, not a substantive
question,” observed Frank McArdle,
a consultant in the Washington, D.C.,
office of Hewitt Associates.

But the fate of a provision—only
in the Senate bill—to increase PBGC
premiums is much less certain.

This provision, opposed by the
PBGC as unnecessary, would in-
crease the pension plan premiums
paid only by employers whose de-
fined benefit pension plans are at
least fully funded. i

Their annual premiums would in-
crease to $18 per plan participant
from $16.

Welfare Plans in Washington, D.C.

“If the premium increase passes,
legislators will be supplying one
more reason for employers not to
offer defined benefit plans,” Mr.
Weizmann added.

The PBGC premium increase pro-
posal came out of the blue, making it
difficult to predict its chances of re-
maining in the budget bill.

The House and Senate budget bills
also include a hodge-podge of provi-
sions regarding employers’ ability to
recoup excess assets after terminat-
ing overfunded pension plans.

Since 1980, employers have reco-
vered about $20 billion in surplus
assets through the terminations of
overfunded plans, helping some com-
panies to weather severe economic
crises.

Typically, employers establish new
pension plans to replace the termin-
ated plans.

But the House and Senate hudget

“An increase in the excise tax may
be seen as a compromise. It avoids
the controversy over whether revers-
ions should be halted, while it would
raise revenues for the government,”
Mr. Saveth said.

While an excise tax increase may
be less objectionable than an out-
right ban on reversions, business
groups vehemently oppose hiking the
excise tax.

“If the excise tax keeps going up,
eventually you reach the point that
taxes will eat up most of the re-
version,” said the APPWP’s Mr.
Weizmann.

Both the House and Senate bills
include varying provisions to allow
employers to transfer surplus assets
from their pension plans to special
accounts, known as 401(h) accounts,
to pay for retiree health care ex-
penses.

Under a provision in the House
bill, employers would have a one-

Congress to forge
Medicare cutback bhill

By JERRY GEISEL

WASHINGTON—A congressional conference
committee will decide the fate of the Medicare Cat-
astrophic Act.

The Senate this month voted to kill a controver-
sial surtax and to sharply curtail benefits in the
landmark 1988 law that gives retirees more protec-
tion from acute catastrophic health care expenses.

But the Senate refused to follow the lead of the
House of Representatives, which voted to repeal
both expanded benefits and the detested Medicare
surtax, under which middle- and upper-income re-
tirees would have to pay as much as $800 to finance
the program (BI, Oct. 9).

The House voted 360-66 to approve a budget rec-
onciliation bill amendment that would repeal the
1988 law.

The budget bill, HR. 3299, later approved by the
House, also contains provisions that would have a
sweeping impact on employee benefit programs (see
story, page 1).

The Senate unanimously approved a separate
Medicare expansion cutback bill, S. 1726, intro-
duced by Sen. John McCain, R-Ariz.

Conferees will have to iron out differences be-
tween the two bills.

The Senate version would retain expanded Part A
hospital benefits. Under that expansion, benefi-
ciaries’ out-of-pocket expenses for covered hospital
services are limited to $560.

Previously, Medicare’s high deductibles and coin-
surance requirements left beneficiaries potentially
liable for thousands of dollars in hospital expenses.

However, the Senate bill would scrap two of the
biggest benefits in the 1988 law: limited out-of-
pocket expenses for physician charges and a new
prescription drug program.

Starting next year, the 1988 law limits retirees’
liabilities for physician bills, covered under Medi-
care Part B, to $1,370. Medicare B currently pays
80% of physician expenses with no stop-loss limit.

The law also establishes, starting in 1991, a pre-

scription drug program under which Medicare
would pay 50% of expenses after a $600 deductible.

While the Senate bill would eliminate the ex-
panded Part B benefits, as well as the surtax, it
would retain a non-controversial $4 monthly pre-
mium paid by beneficiaries that is set to gradually
rise over the next several years. That supplemental
premium is used to finance the expanded Medicare
Part A benefits.

Benefit experts say it is more likely that conferees
will accept the Senate Medicare legislation, or
something similar, than total repeal.

“Politically, the Senate bill appears more viable.
It gets rid of the most onerous provision—the sur-
tax—while salvaging the hospital benefits,” said
Edward J. Davey, a principal with A, Foster Hig-
gins & Co. Inc. in New York.

“There are indications that House supporters of
total repeal could live with the Senate bill,”" agreed
Frank McArdle, a consultant in the Washington,
D.C., office of Hewitt Associates.

Regardless of how the conferees iron out the dif-
ferences between the two bills, employers again
would have to pick up billions of dollars in retiree
health care costs that they had expected expanded
Medicare to cover.

Many employer-sponsored retiree health care
plans, which cover more than 10 million people,
are designed to pay hospital and physician expenses
not covered by Medicare. With the expanded Medi-
care program assuming a much greater share of the
costs, employer plans automatically would pay less.

In fact, the General Accounting Office earlier this
year estimated that as of 1988, Medicare expan-
sion would reduce employers’ accrued retiree health
care liabilities by 13.2%, to $197 billion from $227
billion.

Unless employers amended their retiree health
care plans to cut back benefits, that $30 billion in
liabilities would bounce back to companies if the
1988 expansion law is repealed,

It is not known how much employers will save if
the Senate plan is adopted.

Premiums paid by employers with
underfunded plans, which are based
on how badly the plan is under-
funded, would not be increased.
Under a variable-rate premium
structure, which went into effect last
year, the annual per participant pre-
mium can be as much as $50.

Benefit lobbyists earlier blasted the
premium increase, as well as accom-
panying provisions to boost penalties
for violations of federal pension and
safety laws, as an underhanded move
by Sen. Howard Metzenbaum, D-
Ohio, and his allies on the Senate
Labor and Human Resources Com-
mittee. Critics charged that the fees
were proposed to increase revenues
to “‘pay” for another provision ad-
vanced by Sen. Metzenbaum to re-
strict employers from recovering sur-
plus assets after terminating
overfunded pension plans (BI, Oct.
9).

“To increase the premium willy
nilly and have the increase go to
pay for restricting reversions borders
on the absurd and outrageous,” said
Howard Weizmann, executive direc-
tor of the Assn. of Private Pension &

bills include provisions that would
make it impossible, or at least more
expensive, for a company to recover
assets from a pension plan.

For example, the House bill would
bar an employer from recovering sur-
plus assets after terminating an over-
funded plan. Instead, the participants
would be entitled to the surplus.

The Senate bill includes two re-
version provisions:

@ The first, tacked onto the bill
by the Senate Finance Committee,
would boost to 20% from 15% the
excise tax employers generally now
must pay on reversions.

® The second, added to the bill
by the Labor and Human Resources
Committee, is a de facto ban on re-
versions. So many conditions would
be imposed on employers terminating
overfunded plans, such as giving par-
ticipants cost-of-living adjustments,
that little or no surplus would likely
remain after all the conditions were
met, benefit experts have said.

Of the varying reversion restric-
tions, the increase in the excise tax
to 20% is most likely to survive, ex-
perts say.

time opportunity to transfer surplus
pension assets to a 401(h) account.

The transfer generally would be
limited to assets needed to pay re-
tiree health care expenses paid or
incurred in 1990 or 1991, and the
transfer would have to be completed
by Dec. 31, 1991.

However, as a condition to such
a tax-free asset transfer, an employer
would have to vest participants’ ac-
crued pension benefits and purchase
annuities for those benefits.

The Senate bill is more favorable
to employers. It would allow employ-
ers to annually transfer surplus pen-
sion assets to pay for retiree health
care expenses paid or incurred be-
tween 1989 and 1994. The transfer
would have to be completed by Dec.
31, 1994.

Like the House bill, the Senate
measure would require employers to
vest participants’ accrued pension
benefits before a transfer would be
permitted,

However, unlike the House bill, the
Senate bill would not require com-
panies to purchase annuities for
those benefits.

The bills “offer some near-term re-
lief for some employers to meet re-
tiree health care liabilities with cer-
tain strings attached,” said Michael
Johnston, a consultant with Hewitf
Associates in Lincolnshire, 111.

But, because so many conditions
are attached, benefit experts say the
asset transfer provisions will have
limited appeal to employers.

For example, the asset transfer
mechanism would offer little appeal
to companies with few current re-
tirees and a young workforce with
high turnover. To take advantage of
the asset transfer provision, thal
company would have to bear the ex-
pense of vesting all pension benefits
and, in the case of the House bill, buy
annuities for those benefits.

However, Hewitt Associates’ Mr
Johnston said the Senate provision
could be attractive to a company
with many retirees and an employee
population that is largely already
vested in the pension plan.

Both measures also would strip
away some of the tax advantages as-
sociated with ESOPs.

Under both bills, lenders generally
no longer could exclude from their
taxable income 50% of interest
earned from loans made to ESOPs.

Under the Senate bill, this change
generally would apply to loans made
after June 6, while the cutoff date in
the House bill is July 10.

In addition, the House bill gen-
erally would bar an employer from
taking a tax deduction for dividends
paid on company stock that was ac-
quired by an ESOP after July 10.

However, neither the interest in-
come exclusion nor the ban on tax
deductions for dividends on company
shares held by an ESOP would apply
when an ESOP holds at least 30% of
outstanding company stock.

Both measures also would retroac-
tively extend through the end of 1991
Section 127 of the Internal Revenue
Code, which had allowed employees
to receive up to $5,250 in tax-free
educational assistance benefits from
their employers.

Section 127 expired on Dec. 31,
1988.

The Senate bill also would encour-
age pension portability by allowing
employers to transfer—without the
consent of the employee—lump-sum
distributions from pension plans to
an employee’s individual retirement
account when an employee leaves the
company.

The Senate measure also would
allow companies, regardless of size,
to establish a salary reduction feature
for simplified employee pension
plans. Under the Tax Reform Act of
1986, only employers with 25 or
fewer employees may establish a sal-
ary reduction feature for SEPs.

Two technical provisions in the
Senate bill would provide a limited
expansion of 401(k) plans, but would
restrict some VEBAs, also known as
501(c)(9) trusts.

The measure would allow certain
tax-exempt organizations, such as
civic leagues and fraternal societies,
to set up 401(k) plans. This would
amend a provision in the 1986 tax
law that generally barred tax-exempt
organizations from setting up 401(k)
plans after July 2, 1986.

This provision is aimed at tax-ex-
empt organizations that were not eli-
gible to establish another pension
program known as a 403(b) annuity
plan.

The 403(b) plan is generally used
by educational institutions.

However, the Senate bill would ef-
fectively overturn a 1986 U.S. Tth
Circuit Court of Appeals decision
that said national trade associations
could sponsor VEBAs.

That decision reversed Internal
Revenue Service rules that said a
trade association could offer a VEBA
only if members’ employees were lo-
cated in one state (BI, July 21,
1986).

The Senate bill would slightly lib-
eralize the IRS rules to allow a trade
association to offer a VEBA as long
as members’ employees are located in
no more than three contiguous states.

]
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Continued from page 2

through Avery Stuart Ltd., a Flor-
ida corporation that he said acted
as a broker in the transaction.

Mr. Bennett said he believed that
the Swiss Bank CD was backed by
deposits from Argentine investors
and that Avery Stuart was author-
ized to broker the CD to third par-
ties as an “asset enhancement” tool.

He added that he paid Avery
Stuart $90,000 in “up-front interest
charges” and had agreed to pay an
-additional $15,000 per month for use
of the CD.

Avery Stuart is based in Venice,
Fla., according to incorporation
papers filed with the Florida secre-
tary of state’s office. But, it has no
phone listing in Venice.

Robert L. Dailey, an Avery Stuart
director, has a Venice phone number,
but he could not be reached.

Mr. Bennett declined to comment
on who introduced him to Avery
Stuart, explaining that he is trying
to recover a finders fee he paid for
the introduction.

After the CD forgery came to light,
Security American lined up nearly $2
million in cash from a group of in-
vestors to replace it, and the cash was
deposited at two Louisiana banks,
Mr. Bennett said.

He said he does not know the
names of the investors and referred
the question to Security American
President William E. Pringle.

Mr. Pringle did not return several
phone messages. .

Mr. Bennett said that despite the
new capital available to Security
American, the risk retention group
probably will not re-apply for a cer-
tificate of authority in Louisiana.

Mr. Bennett said he hoped to form
Security American as a replacement
market for American Interfidelity
Exchange, an Indiana risk retention
group that had agreed to act as a
fronting insurer for a book of truck-
ing business produced by Mr. Ben-
nett.

In addition to producing business
for American Interfidelity, Mr. Ben-
nett was responsible for arranging
reinsurance for 100% of the risks as-
sumned by the risk retention group.

However, American Interfidelity
terminated its relationship with Mr.
Bennett in June after reinsurance he
had supposedly arranged with Ko-
rean Reinsurance Co. of Seoul, South
Korea, turned out to have been
bound by a Tokyo-based company
that had no binding authority for the
reinsurer, according to American In-
terfidelity Secretary Harold Anton-
son (BI, July 10).

In interviews earlier this year, Mr.
Bennett said he had arranged the
purported Korean Re coverage
through Tokyo-based Nippon Kei Ei
Consultant and London-based
McDonald Management LBS Forum.

Mr. Bennett said he had been told
by Colin Youell, described as
McDonald Management’s chief exec-
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utive officer, that Nippon Kei Ei had
binding authority for Korean Re and
that the Tokyo firm had in turn
granted binding authority to McDon-
ald Management as a subagent.

However, Korean Re later an-
nounced that neither Nippon Kei Ei
nor McDonald Management had
binding authority for it.

Mr. Bennett said that by the time
these problems came to light, he had
already forwarded $300,000 to Nip-
pon Kei Ei for the purported Korean
Re coverage.

American Interfidelity filed a law-
suit against Truck Writers and Mr.
Bennett in Hamilton County Court of
Common Pleas in Cincinnati on July
18, according to James O'Connell, a
lawyer with the Cincinrati firm of
Lindhorst & Dreidame, who repre-
sents American Interfidelity. [ |

Punitive awards

Continued from page 1

ered a middle road between the
“preponderance of evidence” ap-
plied in most civil trials, and the
‘‘beyond-a-reasonable-doubt"”
standard used in all criminal
trials.

This middle road is appropriate
in some civil trials because “puni-
tive damages are a form of punish-
ment and can stigmatize the defen-
dant in much the same way as a
criminal conviction,” the Hawail
court held Sept. 20.

“It is because of the penal char-
acter of punitive damages that a
standard of proof more akin to that
required in criminal <rials is ap-
propriate,” the court said.

The ‘‘clear and convincing”
standard “‘will produce in the mind
of the trier of fact a firm belief or
conviction as to the allegations
sought to be established and re-
quires the existence of a fact to be
highly probable,” the court ex-
plained,

“A more stringent standard of
proof will assure that punitive
damages are properly awarded,”
the court concluded.

Praising the decision, product li-
ability scholar Victor Schwartz, an
attorney with Crowell & Moring in
Washington, D.C., said the “‘clear
and convincing’’ standard is ap-
propriate when punitive damages
are being sought because “the civil
jury is transformed into something
akin to a criminal jury.”

“Punitive damages are quasi-
criminal in nature,” said attorney
David M. Heilbron, who repre-
sented General Motors Corp. in the
Hawaii litigation.

“The purpose of punitive dam-
ages is not to compensate but to
punish,” said Mr. Heilbron.

However, raising the standard of
proof will not have much of an ef-
fect because “in most states, plain-
tiffs must prove ouirageous con-
duct” to recover punitive damages,
said Bill Wagner, a partner with
Wagner, Cunningham, Vaughan &
McLaughlin in Tampa, Fla,, and
former head of the Assn. of Trial
Lawyers of America.

Attorneys predict the Hawaii
ruling will prove very influential
in other states because the state is
considered a pro-plaintiff jurisdic-
tion.

“Hawaii is on the edge of the en-
velope in rulings for the plaintiff,”
Mr. Schwartz explained. “This
makes a decision that advances a
defense argument all the more im-
portant.”

Mr. Wheeler agreed. noting that
other courts can be persuaded
when ‘“a traditionally liberal tort
court goes in this direction.”

As courts and legislatures na-
tionwide grapple with the problem
of unrestrained punitive damage
awards, raising the standard of
proof is one of the most popular
reforms.

“There is a big mave by courts
and legislatures” nationwide to
raise the standard of proof re-
quired to award punitive damages,
said product liability attorney
Malcolm Wheeler who is with

Inc.

based 1SO.

acted" the law.

Tax reform socks insurers: ISO

NEW YORK—The property/casualty insurance industry will pay
nearly three times as much federal income tax during 1987-1990
under the Tax Reform Act of 1986 than it would have under the
previous tax code, says a study by the Insurance Services Office

Property/casualty insurers will pay $12.2 billion in federal taxes
during this four-year period, or $7.8 billion more than the $4.4
billion they would have paid under previous law, according to “Tax
Law Changes and Property/Casualty Insurers: A Comprehensive
Analysis.” The study was released earlier this month by New York-

“If 1991’s results are similar to 1990’s, the current tax law will
have raised taxes by more than $10 billion in its first five years,”
the report further notes. “That’s more than one-third greater than
the $7.5 billion increase the U.S. Congress anticipated when it en-

Mayer, Brown & Platt in Washing-
ton, D.C.

Courts and legislatures are re-
cognizing the “need for reform of
punitive damages,” he said.

“There are drumbeats that are
being heard by our courts and our
legislatures,” Mr. Schwartz con-
curred.

Its simplicity makes raising the
standard of proof “‘one of the most
palliative reforms,” Mr. Schwartz
explained.

“This is an area where people
who are seeking rational reform of
the current system of awarding pu-
nitive damages have their stron-
gest arguments,” he said.

Several prominent legal organi-
zations also support raising the
standard of proof necessary to
award punitive damages.

The American Bar Assn.’s 1987
Report on the Commission to Im-
prove the Tort Liability System,
better known as the McCay Report,
endorsed raising the standard of
proof necessary to award punitive
damages (BI, Feb. 23, 1987; Jan.
19, 1987; Jan 12, 1987).

And this year, the American Col-
lege of Trial Lawyers similarly re-

‘A more stringent
standard of proof will
assure’ punitive
awards are proper,
the court said.

commended raising the standard of
proof to ‘clear and convincing”
evidence (BI, Aug. 7).

General Motors attorney Mr.
Heilbron predicted that most
states eventually will raise the
standard of proof for punitive
damages to at least “‘clear and con-
vincing evidence,” if not to the
even higher “beyond a reasonable
doubt.” Only Colorado now applies
this toughest standard.

Attorneys also predict that the
U.S. Supreme Court soon will ad-
dress the issue of unrestrained pu-
nitive damage awards.

In fact, justices last week
granted two stays of punitive dam-
age awards, indicating that they
are wrestling with this issue, ac-
cording to attorneys.

The high court stayed a $1.8 mil-
lion award against a HealthA-
merica Corp. unit for fraud and a
$2.75 million award in an Alabama
car accident case in which a 16-
year-old girl was killed.

Although the Supreme Court
ruled in June that large punitive
damage awards do not violate the
Eighth Amendment’'s excessive
fines clause, the justices indicated
that they were interested in con-

sidering whether large punitive

damage awards violate a defen-
dant’s 14th Amendment due pro-
cess rights (BI, July 3).

The Hawaii litigation involved
an $11.2 million punitive damage
award to a 28-year-old auto me-
chanic who was rendered a quadri-
plegic when a Chevrolet van he
was attempting to repair from un-

derneath rolled backward over
him.

The mechanic also was awarded
$6.8 million in compensatory dam-
ages.

The mechanic, Steven Masaki,
and his parents sued General
Motors, claiming that the van’s
transmission was defectively de-
signed.

However, evidence presented
during the trial indicated that Mr.
Masaki did not set the parking
brake and may not have placed the
gearshift in park before he began
repairing the van.

The jury found Mr. Masaki 40%
responsible for his injuries, and the
judge cut the compensatory award
40% to $4.1 million.

Jurors may have granted the ex-
traordinarily large $11.2 million
punitive damage award in part be-
cause evidence presented during
the trial showed General Motors
could have easily installed a device
to warn drivers exiting a vehicle to
put it in park.

As a result of the Hawaii Su-
preme Court’s ruling, Mr. Masaki’s
case will be remanded to the trial
court for a new trial to determine
what, if any, punitive damages
should be awarded.

The compensatory award re-
mains intact, as do the compensa-
tory damages awarded to Mr. Ma-
saki's parents, each of whom will
receive $560,000 for loss of consor-
tium and $460,000 for emotional
distress.

Loss of consortium is a legal the-
ory under which damages can be
awarded to a person for suffering
the loss of companionship when a
spouse is killed.

But, courts recently have begun
expanding the theory to include
relationships other than husband
and wife and cases of serious in-
jury, not just death.

The Supreme Court of Hawalii is
at the forefront of a movement to
allow loss of consortium to be
awarded to parents for the serious
injury of an adult child.

In fact, the ruling marked the
first time that the Supreme Court
of Hawaii had addressed this
issue.

“We find ourselves in agreement
with those jurisdictions that have
recognized that severe injury may
have just as deleterious an impact
on filial (parent/child) consortium
as death,” the court said.

“It would be anomalous to take
the position that if a child is in-
jured but does not die the parents
may not recover,” the Hawaii court
added.

“Courts are split on the loss ol
consortium issue,” according tc
product liability attorney Mr
Wheeler.

The position taken in the Hawai
case is “very much a minority po-
sition,” said General Motors attor -
ney Mr. Heilbron. “The decision ifs
apt to give rise to liability that i's
not warranted.”

[ ]
Steven Masaki, Frank Masaki and
Sumiye Masaki vs. General Motors
Corp. and Servco Pacific Inc. et al.
Supreme Court of Hawaii, No
13023.
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Examining brokers’ valuations

By LEONARD M. WILSON

Special to Business Insurance

‘ URRICANE HUGO has come and gone,
but some observers were quick to pre-
dict a firming in commercial premium rates
in its wake. Certainly, insurance brokerage
shares have behaved as if something were
afoot in the marketplace. Share prices moved
ahead smartly over the past two weeks, even
though the consensus now suggests that in-
surance prices may not be greatly affected by
Hugo-related losses.

The run-up in share
prices has justifiably
raised the question of ap-
propriate valuaticn. Earn-
ings estimates for the
group are generally re-
strained for this vear and
next. To what extent have
insurance brokerage
stocks discounted the im-
pact of a firming on their
: earnings progress? While
ascertaining proper value is difficult at best,
it seems worthwhile to explore the issue.

We have calculated price-to-earnings
ratios for each of the companies in the group,
based upon estimates for both 1989 and 1990.
Currently, the average price-to-earnings
ratio is about 18 for this year.and around 16
for next year.

These absolute multiples do not reveal a
great deal about valuation. More useful is

Mr. Wilson

the so-called relative price-to-earnings ratio  1990s if the present valuations are to pre- tion is a factor that likely influences the Briﬁ‘sh Issues
that uses the price-to-earnings ratio of the wail company’s appraisal, while Arthur J. Gal- 1 Week
broad market averages as a benchmark for We believe that several factors influence lagher & Co.’s position in self-insurance con- Oct. 12 Price PE Div. Yield High—Low
judging the current valuation of individual investors in insurance brokerage shares. The tinues to be an intriguing source of value. Companies pence perce % pencepence
stocks or industry groups. first, and perhaps most important, is future Our observations provide a rationale for CommiUmlon 444 185 203 66 455444
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trial Index now sports price-to-earnings The soft market has slowed earnings prices have moved too far too soon depends Gdn Royal Exch 220 140 157 71 223220
ratios of roughly 14.5 for 1989 and 13.5 for  progress, and even though there is no assur-  on when commercial premium rates firm. Rayal Bl st Sl )
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Analysts.

analyst to compare a current valuation with
the historical record of valuation. This
method, like most approaches to the stock
market, is not infallible, but it has proved
useful in nourishing the judgment process.

Our numbers indicate that the brokers are
selling at relative price-to-earnings ratios of
1.25 for 1989 and 1.18 for 1990. Accordingly,
investors think that the earning power of
brokerage stocks is worth more than that of
common stocks generally. This is not a new
phenomenon, though.

Going back to 1970, brokerage shares com-
monly sold at a relative price-to-earnings
ratio in a range of 1.20 to 1.50. Therefore, the
current valuation is well within the compass
of historical experience.

The relative valuation has varied consider-
ably over the insurance cycle. When bro-
kerage earnings were growing rapidly in
hard insurance markets, the valuation
tended to be higher. In the tough. soft mar-
ket of 1979-1984, the relative price-to-earn-
ings ratio dropped.

This variation in valuation is not surpris-
ing, since investors are usually willing to pay
more for faster growing earnings, and run
for cover when results hit a snag.

Is the past prologue? The premium ap-
praisals that are now enjoyed by the brokers
cannot be justified only by the historical re-
cord.

Rather, future prospects will govern valu-
ations. The fundamental strengths of insur-
ance brokerage will have to persist in the

full property/casualty cycle should expand

close to twice the rate of the gross national
product and of the broad market indices.
This favorable prospect warrants a premium
relative valuation.

Free cash flow is another attribute of in-
surance brokerage that contributes to
growth in earnings per share. Used for share
buybacks or acquisitions, free cash flow in-
creases the underlying growth in earnings
per share. We calculate that free cash spent
wisely can accelerate earnings per share
growth by several percentage points over the
long term.

Return on equity as a measure of perfor-
mance also has a bearing on the premium
valuation of insurance brokerage. Even in
the soft market, returns range from 20% to
30% on shareholder’s capital. This compares
with a current return on equity of 16% for
the Standard & Poor’s Index. Moreover, the
brokerage rates of return are achieved with-
out much leverage.

Individual brokerage stocks do not carry
identical price-to-earnings ratios. Perceived
differences account for the variations.

" By our estimate, Alexander & Alexander
Services Inc. now carries the highest price-
to-earnings ratio. Some investors believe
that the company has greater potential to
expand profit margins in the next cycle of
rising prices, and therefore could achieve
more pronounced.earnings gains. Some in-
vestors are drawn to Marsh & McLennan
Cos. Inc. for its size and consistently strong
record. Corroon & Black Corp.’s cash posi-

viewpoint. .

Bl insurance Index

Insurance industry stocks dropped last week,
as the Business insurance Index fell 1.9 points
to 625.5 on Oct. 12, from 627.4 on Oct. 6. Ad-
vancing issues were led by U.S. Healthcare, up
7.6%; Pacificare Health System, up 6.2%; and
Hanover Insurance Co., up 6.1%. Decliners fol-
lowed RLI Corp., down 7.3%; Tokio Marine &
Fire Insurance Co. Ltd., down 7.1%; and
Kemper Corp., down 6.0%. The most active
issue during the period was Sears, Roebuck &
Co. (Alistate), 1.4 million shares traded. The Bl
Index lost 0.30% for the period; the New York
Stock Exchange Composite fell 0.54%; the Dow
Jones 30 Industrials lost 0.50%; and the Stan-
dard & Poor's 500 Index was down 0.44%.
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CNA Financial Corp, NYS 9450 124 6085 9488 5600 81 000 000 11 5452 173 EMP international otC 495 102 32128 5100 1088 245 000 000 24 ase  13e
Cantinental Corp. NS 3813 -243 977 4500 3150 242 260 740 73 4210 083  HMOAmericainz. oTe 850 -151 80618 1063 081 204 000 000 -5 112 759
Durham Corp. ot 3100 236 413 200 3100 18 092 297 27 2682 118  Pacificare Healln Sys. otc P00 619 14000 3038 563 61 000 000 37 635 47
Fireman’s Fund NYS 3888 032 2348 4075 2838 411 060 154 10 3274 119  Saleguard Health Enier, o1 N5 112 11395 1150 450 55 000 000 18 299 385
Fremont General Corp, ot 1550 -1.59 2400 1825 1063 45 080 516 221 1761 088 SierraHeaih Services ASE 713 55 33846 825 125 7 000 000 7 159 448
Frantier Insutance Group NYS 1950 000 7512 2175 955 13 000 000 10 753 253 United Healthcars Corp. orc 135 109 17647 1263 388 417 000 000 6 0a1  aren
General RE Corp. NYS 87.25 058 3864 8750 5313 545 136 156 14 2004 300  United Medical Corp. ASE 688 358 2191 688 413 9 000 000 2 ar 167
Hanover Insurance Co, o1 3250 6.1 9264 3250 2550 124 044 135 - 3147 163 US Healthcare o1 1425 75§ 15333 1425 488 764 023 161 N 207 a7
Harleysville Group ot 2288 055 2887 2413 1488 19 060 262 8 1884 121 Western Hedlth Pans ASE NA  NA NA 125 013 . 000 NA . a8z NA
Hartiord Staam Boiler o1C 5775 087 5608 5875 3063 - 111 160 277 15 1304 443  HMOs AVERAGE 1.4 2308 02 14
Kansas City Lita Ins. ot 36,00 4100 2925 60 104 289 13 3922 0982  ALL COMPAMIES AVERAGE . 05 52 24 1

070 511

System design: Nordby Intemational Inc.



Who Has An Account

Team That Covers You
From AtoZ?

Zurich-American. We're committed to providing
* you with creative approaches to better insurance.

Like your Zurich-American Account Management
* Team. This group of decision-makers is specifically
responsible for all your risk management needs. From
loss control to claims. From underwriting to marketing.

So you're assured of getting direct answers and
prompt, personal service, at home or abroad.

To make sure you're covered from A-Z, just ask
about Z-A. Zurich-American.

= ZURICH-AMERICAN
¥ —- INSURANCE GROUP

American Creativity. Swiss Dependability.

Zurich Insurance Company *American Guarantee and Liability Insurance Company * Executive Offices, Schaumburg, IL 60196
A MEMBER OF THE WORLDWIDE ZURICH GROUP



