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Forced to reduce contributions to defined benefitplan . 30%
Forced to reduce contributions to defined TR

contribution plan 22%
Prompted to introduce new non-qualified

excess pension plan : 16%
Prompted to introduce new supplemental executive

retirement plan 13%

Forced to alter health care plan to cover workers over 65 54%

Firms make sure law
doesn’t cut pensions

By LORRIE GAWLA

Employers are taking extra steps to guarantee that their higher-
paid employees do not end up with smaller pensions as a result of the
new federal Tax Equity and Fiscal Responsibility Act.

Fifty-five percent of the benefit managers responding to a Busi-
ness Insurance Employee Benefit
@ Board survey said the tax act’s
omplom new lower maximum benefit
levels for qualified pension plans
would reduce benefits available to

Lbom board some retirees.
: To restore these lost benefits,
64% of those whose plans are af-
fected said their companies will funnel the excess pension money
into non-qualified pension plans. Non-qualified plans do not afford
employers the tax deductions allowed for money contributed to pen-
sion plans qualified under the Employee Retirement Income Secu-

rity Act and Internal Revenue Code.

In all, an additional 33% of the employers surveyed now have
implemented non-qualified pension plans, compared with those who
had them before the 1982 tax act became law.

Continued on page 4

Health care costs rise

Health care costs at one management services company with 5,500
employees will be going up at least $50,000 this year.

The culprit isn’t spiraling medical costs or employees who abuse
medical benefits. It's the Tax Equity and Fiscal Responsibility Act.

Under the law, which was passed by Congress in August, all em-
ployers with 20 or more employees will have to include workers
between the ages of 65 and 69 in corporate group health insurance
plans beginning Jan. 1.

Currently, these workers’ health benefits are mainly provided
through the federal Medicare program. Employers sometimes round
out benefits for these workers with a supplemental plan that is sec-
ondary to the Medicare coverage. Under the new law, the employ-
ers’ health plan becomes the employees’ primary insurance and
Medicare becomes secondary.

For the majority of the companies polled in the most recent Busi-
ness Insurance Employee Benefit Board survey, the number of em-
ployees over age 65 is minimal—maybe just one or two—so the cost to
include them in the company’s health insurance program is negligi-

Continued on page 4
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update:

Posgate sues Howden

to get former job back

LONDON—Suspended Lloyd’s of Lon-
don underwriter Ian R. Posgate is suing
Alexander Howden (Underwriting) Ltd. to
get his old job back.

In a suit filed in London last week, Mr.
Posgate claims he was unfairly dismissed
Sept. 20 as a director of the underwriting
unit of Alexander Howden Group P.L.C.

Continued on next page
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Judge says Hallmark’s CU
should share Hyatt claims

By BILL DENSMORE

KANSAS CITY, Mo.—Hallmark Cards Inc.'s insurer
should pay at least one-third of claims arising from the
Kansas City Hyatt Regency Hotel skywalk collapse, a
Missouri circuit court judge has ruled.

In reaching his decision, Jackson County Circuit
Court Judge Timothy D. O'Leary stressed that it is the
contract language that counts in an insurance coverage
dispute and not the unwritten intentions of the parties
when the contract was nego-
tiated.

In so ruling, he rejected ar-
guments by Hallmark’s in-
surer, Commercial Union In-
surance Co., and broker Marsh
& McLennan Inc. that Hall-
mark’s insurance was excess
to the coverage of Hyatt Corp.
Hyatt operates the Kansas
City hotel, while Hallmark owns the hotel through sub-
sidiary Crown Center Redevelopment Corp.

The ruling could cost Commercial Union $10.8 mil-
lion, its share of the $32.4 million in claims that has
been paid out. So far, it has not paid anything toward
claims. However, the judge does not specifically order
Commercial Union to start paying liability claims,
leaving the execution of the order in the air.

Attorneys for both Hyatt and Hallmark are ap-
parently pleased that the judge determined they both
are insured under each other’s general liability policies
as well as their own.

“This is a great victory for us and a great defeat for

the Commercial Union people,” said Thomas E. Deacy
of the Kansas City law firm of Deacy & Deacy, which
represents Hyatt.

“I think it's great and it's right and it will play,” said
Judith Whittaker, associate general counsel of Hall-
mark, the Kansas City-based greeting card giant.

“I hope it means that everyone's covered all the way
up and that settlements will continue,” she said.

Attorneys for CU said they are evaluating the impact
of the ruling.

“Obviously, it's not the re-
sult we were seeking,” said
Robert R. Reeder of the Phila-
delphia law firm of Cozen, Be-
gier & O’Connor, which repre-
sents CU. “It took the judge
five months to write the opin-
ion and we're going to take
more than a few days to re-
view it.”

One possibility, sources said, is that CU may seek
some technical means by which it might quickly appeal
Judge O'Leary’s decision even though the judge him-
self describes it as “interlocutory,” or not immediately
appealable. Another possibility is that CU might seek to
revive parallel insurance litigation filed in Cook
County Circuit Court in Chicago and seek a more fa-
vorable ruling there.

The coverage disputes stem from the July 17, 1981,
collapse of two suspended concrete-and-steel walkways
during a tea dance at the hotel that killed 114 people
and injured at least 200 others.

Continued on page 34

Shand, Morahan hikes rates
for professional liability covers

By KATHRYN J. McINTYRE

EVANSTON, TlIl.—A leading underwriter of profes-
sional liability insurance is raising rates for most lines
10% to 30% to ward off underwriting losses next year.

Shand, Morahan & Co. Inc. of Evanston is raising
rates for professional liability coverages for lawyers,
architects and engineers, insurance agents and brokers
and Realtors. It also is raising rates for product liability
insurance.

“We've concluded the time has come. Rates must go
up regardless of what the rest of the world thinks,”
Chairman and Chief Executive Officer Joseph E.
Morahan Jr. said during an interview.

Rates will be increased on a selective basis after
studying the loss history for each risk by specialty, size
of firm, geographic location and other risk characteris-
tics. Rates are not being increased across the board, Mr.
Morahan said.

The highest rate increases of 30% will be imposed on
structural engineers that have suffered the biggest
losses. A structural engineering firm with $500,000 in
billings today pays $15,000 to $25,000 for its insurance.

Other professionals can expect rate increases of

around 10%. “There won’t be many 2% increases,” Mr.
Morahan said.

As an underwriting manager, Shand, Morahan rates
and issues policies on behalf of seven insurers that are
supported by 107 reinsurers. Shand, Morahan's com-
pensation for its work is based on the underwriting
profit its markets earn on the business.

Without the rate increases, about 60% of the more
than $200 million in premiums written by Shand,
Morahan would produce underwriting losses for insur-
ers for the first time, Shand, Morahan says.

The rate increases will be felt by a large number of
professionals around the country. Shand, Morahan esti-
mates that it insures 40% of the attorneys and architects
and engineers buying professional liability insurance. It
underwrites the largest insurance agents’ errors and
omissions program for the Professional Insurance
Agents with Utica Mutual Insurance Co. It also has the
sponsorship of 29 state boards of Realtors.

The only major professional liability line under-
written by Shand, Morahan that is not going up in price
is the new coverage for financial institutions. The new
policy, which includes coverage for directors and offi-

Continued on page 32
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Firms make sure law doesn’t cut pensions

Continued from page 1

The results of the Emr.ployee
Benefit Board survey, whica polled
board members on the effects of
both the pension and hea'th care
provisions of the tax act, showed
that 84% of the respondents zre af-
fected in some way by the new law.
(The health care results are ana-
lyzed in a story on page 1.)

The Employee Benefit Board is
composed of 2xecutives of com-
panies, institutions and govern-
ment entitities who administer em-
ployee benefit plans and have vo-
lunteered to respond to regu.ar Bl
surveys. Seventy-six—or 32%—of
the 147 board members rasponded
to the latest survey on the new tax
law.

The tax legislation, wh:ch was
passed by Congress in Argust to
tighten many areas of corporate

and personal tax law irciuding
some affecting employee benefits,
reduces -0 $30,J00 from $13,475 the
maximum anr.ual contrioution an
embployer can make to a defined
contribition >lan, like = profit-
sharing plan.

Likewise, it reduces tc §$£0,000
from $136,425 the maximur an-
nuzl pension a worker cen receive
from a defined benefit plar..

These maximum limi:s, which
almost exclus.vely affect & com-
pany's highsst-paid execut:ves, will
remain in eifect until 1986.

In additicr, :he maximum osene-
fit level from combinec peasion
plans is now limited to 1Z£% oI the
single-plan limit, down from 140%.

Twenty-two percent ol tke sur-
vey respondents said they will
have to reduce contributizas o de-
fined contribution plans ¢ a result

of the new $30,000 limit on annual
contrisutions.

Almrost a third of the respor.der:ts
(30%) zaid they will have to reduce
annual benefit payments undar de-
fined benefit plans.

Ancther 18% wil_ be forced to cu:
benef:ts to emplovees because o?
the new cap on the maximum ben-
efit level for combined pension
plans, the survey shows.

But these employers arzs no:
merely accepting the provisions o2
the new law and cutting the pen-
sion benefits of their highest-paid
executives, who are most aflected
by the new limits.

Instead, 27 are funneling the
money that can no longer be paid
under qualified pension plans into
non-qualified pension plans tha:
are funded with zftertax dollars
Two said they are funneling the

money into other benefit areas >ut-
side pensions and four are putting
it into non-benefit areas.

Twenty-two of the survey re-
sponcents had non-qualified
ERISA excess plans and 14 nad
sapplemental executive retirement
plans before the new tax act be-
came law

Eighteen percent of the survey
raspondents said the old maximum
pensioa plan accrual limits ($45,475
for defined contribution plans and
$136,425 for defined benefit plans)
had affected their pension plans,
forcing them to introduce
non-qualiZied plans.

But now, with the even lower
maximun. limits on pension benafits
taat can be paid under qualified
plans, 12 more of the survey respon-
dents, or 16%, have introduced non-
qualified ERISA excess plans and

WE PIGK-UP TRUCKS.

New Unigard excess and surplus line coverage picxs up where standard
insurance leaves off. Written through Unigard Specialty Associates (USA), it
provices tremendous growth potential for your business. Because it allows
you to write extended coverage.

For examplz, through USA, you could insure the load ona truck, (and any
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lines. Ask a USA
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wholesaler to provide quotes
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SPEGIALTY ASSOGIATES, ING.

>

1600 Promenade Tower, Suite 720, Rictardson, Texas 75080

Policies through: Unigard Indemnity

five are considering such plans.

Another 10 companies, or 13%,
have introduced supplemental ex-
ecutive retirement plans as a result
of the new tax law and seven are
considering such a plan.

In addition, one-third of the 22
that had non-qualified ERISA ex-
cess plans in place before the new
tax law have had to expand them as
a result of the new benefit limits.
Fourteen percent of those with
supplemental executive retirement
plans in place before the tax act
have had to expand them.

Although more employers are
offering non-qualified pension
plans to restore benefits lost due to
the tax act, consultants point out
that non-qualified plans do not
offer employees the security built
into ERISA-qualified plans.

Continued on page 6

Health care costs

Continued from page 1
ble.

But for some companies, like the
management services firm with
5,500 employees, the number of
workers over age 65 is much higher
and the corresponding increase in
health insurance premiums is dra-
matic because older persons are
more prone to serious illness than
younger persons.

The management services firm
says the new mandate on coverage
for workers over 65 will cost it
$50,000 more for health benefits in
1983 because it has 44 employees
between ages 65 and 69.

A glass manufacturer with 20,000
employees, which did not specify
how many of its workers are over
65, says the health care provision in
the new tax act will increase its
health insurance premiums 40%.

And, an industrial controls man-
ufacturer with 10,000 employees
says its health insurance premiums
will go up 35% because it has to in-
clude its workers who are 65 to 69
in its group health insurance plans.

However, as many benefit con-
sultants pointed out when the tax
law was passed, the companies that
will be hit with significant pre-
mium increases because of the
health care provision are in the mi-
nority. The Employee Benefit
Board survey backs this up.

Fifty-four percent of the 76 sur-
vey respondents said they would
have to change their health insur-
ance plans to include the older
workers, but only the three com-
panies mentioned above said they
would experience a sizable increase
in premiums.

A life insurance company with
750 employees and a textile firm
with 20,000 employees both said
their health insurance premiums
would go up 5%, but the majority of
the survey respondents said their
premium increases would be less
than 1% and several just answered
“negligible impact.”

Others showed exactly how small
the impact would be. They said
their premiums would increase:
0.25%; 0.003%; 0.1%; 0.3%

Fifteen of the survey respon-
dents, or 20%, said they already in-
clude workers of 65 to 69 years of
age in their group health insurance
plans and did not expect the new
law to affect them at all.

Another 20% said they did not
have any workers between the ages
of 65 and 69 to add to their health
insurance plans.

®

Employee benefit managers and
buyers of employee benefit plans are
invited to join the Business Insurance
Employee Benefit Board. Just send a
card with your name, title, company
and address to Kathryn J. McIntyre,
Editor, Business Insurance, 740 Rush
St., Chicago, Ill. 60611. You will re-
ceive six surveys during the year on
benefit issues.
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More employers form non-qualified plans

Continued from page 4

Unlike qualified retirement pen-
sion plans that are advance-funced,
excess plans are unfunded. An em-
ployer makes a contribution and
can only receive a tax deduction at
the time a benefit is actually paid.

As a result, whether benefits will
be paid depends on the stability of
the company.

Besides adding non-qualified
plans, two of the survey respon-
dents say they have added a rew
qualified defined contribution plan
because of the new limits on bene-

fits and three say they are consid-
ering new defined contribution
plans. None of the respondents is
considering a new defined benefit
plan.

Overwhelmingly, the new limits
on pension plan accruals affect
only higher-paid employees, re-
flecting a very limited number of a
company's total employees, the sur-
vey shows.

Only three expected anyone but
top executives to be affected by the
new limits.

The director of employee bene-

fits for a transportation service
company with 14,000 employees
said the company's lower-paid em-
ployees with long service could be
affected because its pensions are
based on a career-average plan and
employees’ salaries double every
sevan years.

“Lower-paid employees may be
affected if they elect early retire-
ment prior to age 60, depending on
tables yet to be issued,” said the
director of employee benefits for a
diversified retail/manufacturing
holding company. “Company has

‘excess’ plan, so no benefits (will
be) lost but certain tax shifts may
adversely affect net usable in-
come.”

The manager of benefit plan ad-
ministration for a consumer prod-
uct manufacturer with 15,000 em-
ployees said initially only higher-
paid executives will be affected by
the new benefit limits but even-
tually middle mznagers would also
be affected.

Of the 17 companies that said
they would have to reduce contri-
butions to defined contribution

Ma i, oo g
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So, contact us. We'll give you the answers, not excuses.

CORROON & BLACK

Putting insurance risks into perspective.
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plans, eight said less than 1% of
their employees would be affected.
Two said between 1% and 2% would
be affected and another two said
between 2% and 4% would have
their benefits trimmed under quali-
fied plans.

But, a consumer products com-
pany with 600 employees said 20%
of its employees would be affected,
adiversified holding company with
75,000 employees said 7% of its ex-
ecutives would feel the new limits
and a fertilizer, energy and metals
company with 7,000 employees said
5% of its employees would be af-
fected.

The consumer products firm and
the fertilizer firm are introducing
new non-qualified ERISA excess
plans and supplemental executive
retirement plans to restore the lost
benefits. The holding company had
both non-qualified plans in place
even before the new tax law.

Of the companies whose defined
benefit plans are affected by the
new benefit limits, 18 said less than
1% of their employees are affected.
The rest said 1% to 3% of their em-
ployees would have benefits cut.

Of the companies whose employ-
ees will have benefits limited
under combined pension plans, all
said 1% or fewer of their employees
would be affected. B

Pension coverage
increases: Study

WASHINGTON—The number
of retirees who will collect private
pensions will soar during the next
25 years, according to a survey.

By the year 2004, some 85% of
married couples and 66% of indi-
viduals who retire will receive
benefits from private pensions, says
the American Council of Life In-
surance, an industry trade group.

“In short, the study shows that
the private pension system is work-
ing and will get better,” said David
Hurd, vp of ‘Bankers Life Co. of
Des Moines, Iowa, and chairman of
a special ACLI task force that exa-
mined future pension growth.

There are several major reasons
why more workers will earn pen-
sions in the future, according to the
ACLI study, which is based on a
massive survey of 30,000 house-
holds. They include:

& Workers retiring in the future
will have spent their entire careers
since Employee Retirement Income
Security Act took effect.

Under ERISA, which was passed
in 1974, most employers with pen-
sion plans offer 10-year vesting.
Prior to ERISA, many plans, espe-
cially multiemployer pension plans
that cover an entire industry, re-
quired an employee to work 15 or
20 years before he or she earned a
benefit. Those long-vesting sched-
ules made it very difficult for a
worker who frequently changed
jobs to ever earn a benefit.

© The rising number of married
women in the workforce. With
both husbands and wives working
for companies with pension plans,
the chances that at least one spouse
will end up with a pension benefit
significantly increase.

The ACLI’s finding that the
number of people collecting pen-
sion benefits will significantly in-
crease in the future clashes with
earlier conclusions by a pension
commission appointed by former
President Carter.

That panel found that pension
coverage had stagnated. Just half
of the workforce was covered by
private plans and only 25% of
workers had earned pensions.

As a result, the only way to hoost
pension coverage and take some of
the burden off the Social Security
program was to require every em-
ployer to offer a pension plan, the
commission said. "
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—{ editorial opinions

No cause for alarm

O ONE, NEITHER insurers nor policyholders,

'should panic over the rate increases for profes-

sional liability insurance announced by under-
writing manager Shand, Morahan & Co.

Indeed, the rate increases are a significant develop-
ment in the commercial insurance market, which is
why we printed the story on page 1. But, only time will
tell if these rate increases are the beginning of the end
of cheap commercial insurance prices. At this juncture,
one can’t jump to conclusions. '

The Shand, Morahan announcement does raise issues
about changes in prices and how they are handled that
deserve consideration.

To its credit, Shand, Morahan appears to be using
sound data and methods in determining the rate in-
creases. It is capitalizing on the improved data-collec-
tion capabilities available to insurers today. Its ac-
tuaries are analyzing loss information churned out of
computers to determine what rates are needed. The
rates appear to be based more on fact than fear, which
is more than can be said about the last time insurers
raised rates in the mid-1970s.

Shand; Morahan’s rate increases also are not large
enough to cause alarm. .Certainly, a 30% rate increase
could be hard to swallow at some structural engi-
neering firms whose revenues are falling in the cur-
rent building slump, but at least we are not yet wit-

nessing the 100% or 300% rate increases imposed the
last time insurers raised rates. ~

We also want to compliment Shand, Morahan on a
professional public relations maneuver. It alerted all its
major producers that the rate increases are imminent

while simultaneously contacting the press to get the.

word out to the buying public. Shand, Morahan plans
to explain the rate increases to magazines serving those
professionals whose liability insurance rates are going

up. Such concern for getting the news out accurately -

and to those who buy the insurance is a welcome devel-
opment in the insurance industry.

Finally, the Shand, Morahan announcement that it is
raising rates presents a challenge to both its competi-

tors and policyholders to respond ethically and with-

good business judgment.
Other underwriters of professional liability insur-
ance should examine their own loss statistics to deter-

mine if their rates are adequate and proceed according:

to their own underwriting judgment. They should nei-

ther raise rates just because they think they can now -

make them fly nor maintain low rates to grab market -

share.

Buyers of professional liability insurance should
carefully analyze all proposals they receive on their
next renewal and weigh not only price but also service
and stability of the marketplaces.

United’s ‘friendly’ benefit

NITED AIRLINES is flying right.

It has takenits “friendly skies” slogan a step
farther to make life easier for. its pilots, flight atten-
dants and other traveling employees who may take off
from their home city feeling fine only to land 2,000
miles later with a .case of the flu and not have a doctor
to turn to for medical care.

As the story on page 3 points out, United-is the first
private employer to take advantage of a nationwide
HMO network established by Blue Cross/Blue Shield
of Illinois. Employees who are members of any one of
the 24 participating HMOs can receive emergency and

non-emergency health care at any of the network
HMOs simply by showing their HMO card.
The employee does not pay any money at the time of

treatment. The “surrogate” HMO treats the employee
and then sends the paperwork to the “home” HMO

where payment details are worked out, eliminating a
lot of headaches for the traveling employee.

We applaud United for taking this step to make
things easier for its employees, whose travels certainly

must make life a little extra hectic, and for making it .

easier for employees to use prepaid medical groups that
are often more conscious of cost containment, -

( letters

)

Insurers commit

‘business suicide’ Key issues not clear

Charles P. Phelan

E/S market outlook

To the editor: The article “E/S com-
panies told future is bright” (BI, Oct. 4)
indicates that I estimated that 5% of all

Silver Spring, Md.

To-the editor: I read all the insurance
magazines, and I will say yours is the best

by far. It isn’t easy to hold this position.

since the market changes constantly and
it’s hard to stay on top of things.

After 36 years in the business, I see
things that possibly those less observant
would pass over. Currently, I feel insur-
ance companies are close to committing
business suicide. They are writing at com-

bined loss and expense bordering close to.

117%. Winter is coming. If another Hurri-
cane Agnes or David hits, or a very major
earthquake rocks the West Coast, I want
to go into the tissue business as the tears
will flow.

We have the added problem of losses in
the tubes that are yet to come and rein-
surers in the background biting their
nails. I see a serious constriction of mar-
kets and an overemphasis on investment
income that is drying up, but you still
have companies writing $11,000 premi-
ums for $2,500. I wasn’t aware that the
exposure base could erode so quickly.
Then I see the regulators tearing up the
book that said: Rates are to be adequate.

Taken on the whole, the business is in
trouble. The capacity glut combined with
cash-flow underwriting could bring a
beautiful industry to its knees.

To the editor: In the article “D&O0 pre-
mium rates should fall, broker says,” (BI,
Oct. 4), key points are only partially illus-
trated.

I did say that D&QO rates have been fall-
ing 30% to 50% in certain justifiable situa-

tions, like a good risk or an overpriced

premium, in this current soft market. I
did not mean that these rate decreases are
universal. They also may disappear if the
market starts to turn.

I'd also like to note a point that was

omitted. Many innovative features are
now-available that heretofore were stead-

- fastly refused, such as deletion or a great

reduction in the coinsurance feature.

More important, one point concerning
the type of coverage needs clarification.
This insurance covers the corporation
only to the extent it covers the corpora-
tion’s obligations to reimburse directors
and officers for their costs of defending
lawsuits and paying judgments. It covers
defense costs with respect to illegal acts
only when the individual is exonerated.

I would like to think I am considered
somewhat of an expert in this field. and
the article does not do me justice,

Michael P. Tilton

Executive vp

Fred S. James & Co. of New York Inc.
New York

property/casualty premiums are under-
written by excess and surplus lines insur-

ers. This is not a correct interpretation of .

my remarks.

I estimated that 5% of all property/cas-

ualty insurance is serviced by the whole-

sale marketplace, which includes approx-.

imately 2% of all property/casualty
premiums as excess and surplus lines
business, with the balance being prop-
erty/casualty premiums placed with li-
censed insurers through excess and sur-
plus lines brokers and/or managing gen-
eral agents.

Further, I did not indicate a significant
growth for E/S marketers but a signifi-
cant growth for the wholesale market-
place, which not only includes E/S busi-
ness, but today even greater amounts of
business placed with licensed insurers.

William Goldman

3 President
Horan, Goldman Cos.
Bryn Mawr, Pa.
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Larry Lance, Senior Vice President,
Group Department, talks to benefit plan
managers about The Hartford’s total
commitment to group dental insurance.

Q. How can your dental plans meet my company’s
unique group needs?

A. All our dental plans have built-in flexibility. So
whether you want a “starter” program or more complete
protection, you can tailor coverage to your situation. For

example, you can choose comprehensive or scheduled

coverage, and select from a broad range of deductibles
and coinsurance options. A two-year rate guarantee can
be elected by many groups. And the plans are available
by themselves, apart from any other insurance
coverages.

Q. What incentives do your plans offer to
encourage preventive dentistry?

A. Preventive dentistry keeps costs down for the
employee and the employer. You can elect to have your
plan pay 100% of the cost of preventive services-with
no deductibles. Or up to 85% of the cost of basic dental
care. Lifetime deductibles of as little as $25 for basic
services are also available.

Q. How does your improved automated claims sys-
tem stack up? And how does it make my job easier?

A. We've taken one of the best automated claims sys-
tems in the business and made it truly state-of-the-art.
You can measure its effectiveness by what you don’t
get—namely, delays, mistakes, and frustrations. What
you do get is precise, up-to-date record keeping. And
claims payments that are fast, accurate and consistent.

Q. What are some of the capabilities of your
automated claims system?

A. It has superb on-line capability—for inquiries, claim
coverage and history updating. It provides eligibility and
provider verification, claim calculation with tooth chart
edit and update, and predetermination of benefits. It
also handles correspondence, draft production, expla-
nation of benefits, and automatic updating of excep-
tional situations such as refunds and stop payments.

Q. How is your service superior to that offered by
other insurance companies?

A. In addition to our experienced sales staff, we have
highly qualified service reps across the country whose
sole job is to solve problems and answer questions for
agents and benefit plan managers. Many insurance
companies simply don't offer our kind of in-depth ser-
vice. And it doesn’t end there, because our service reps
can call in additional specialized help—from the home
office, if necessary—to address difficult or unusual
situations.

We also have a national network of
dental consultants who review proposed
treatments and—on a case-by-case
basis—suggest alternative treatments
that may be more
appropriate and
cost-effective.

Q. To what

superior
service

available
tosmall E

groups?

Broker, client and Hartford service rep discuss the many options available
A It’S with The Hartford's denta:'fians. (. to r) Pamela Hyder, Administrative

Service Rep., The Hartford; Christine W. Roberts, Director of Employee
Benefits, National Medical Enterprises, Inc., and D. Keith Colwell, V.P,

avdl )able Employee Benefit Planning Department, Johnson & Higgins, Los Angeles,

without
qualification to groups of all sizes. We pride ourselves
on being able and willing to give small groups the same
kind of attention and quality service we give to large
groups. The fact is, many insurance companies simply
aren’t equipped or motivated to deliver the kind of
service we provide to smaller groups.

Q. How can | take advantage of your group dental
capability?

A. By contacting your broker, consultant or an indepen-
dent agent who represents The Hartford. >
Or you can call Foster R. Drury, Vice President, &z
Group Sales, at 203-683-8599.

Don’t make a decision on any employee benefit
program without a quote from The Hartford.

BUSINESS
HOME
AUTO
LIFE

BN (/

Let us protect your world. THE HARTFORD

The Hartford insurance Group, Hartford, Connecticut 06115,
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Verlan to become Vermont’s third captive

Continued from page 2

& Insurance Management Society
Conference in Washington that
Verlan members were interested in
repatriating their association cap-
tive, partly for patriotic reasons
(BI, May 3).

Verlan will use Green Mountain
Captive Management Co. in Barre,
Vt., to manage the affairs of its cap-
tive, which should write about $3
million in premium volume during
1983, says Harry R. House Jr., the
president of both Verlan of Ber-
muda and Vermont.

Mr. House says William A. Bours
111, the recently retired vp and gen-
eral manager of the coatings and
finishes division of EI du Pont de
Nemours & Co., is serving as chair-
man of the Vermont captive.

The majority of the approxi-
mately 150 companies insured by

Verlan’s Bermuda operation qual-
ify under Vermont's law as “indus-
trial insureds” and their direct pre-
miums will be transferred to the
Vermont company, Mr. House said.
Verlan of Vermont will then rein-
sure those risks partially with the
Bermuda parent and partially with
unrelated U.S.-based reinsurers.
Those companies with fewer
than 25 employees or otherwise un-
able to qualify under the Vermont
law will continue to be insured
directly by the Bermuda captive.
Premiums paid to the Bermuda
captive are subject to a 4% federal
excise tax on premium, Mr. House
noted, while the Vermont law im-
poses only a 1% premium tax. Thus,
the tax differential is about 3%.
However, he cautioned that other
differences in regulations or
operating costs could cause other

fluctuations in the relative premi-
ums charged by the Bermuda and
Vermont companies.

Verlan Ltd. maintains an office
in Washington, D.C., from which
about 20 employees administer
loss-prevention activities, Mr.
House said.

Under Vermont's law, a captive
may be formed by a single parent
or by an association. An association
captive may be established under
the basic law or as an industrial in-
sured, in which all the members of
the association must insure similar
risks in the same industry. Finan-
cial requirements are least strict for
industrial insureds.

Mr. Chaffee told participants at
RPG's corporate risk financing and
insurance conference that Vermont
insurance regulators are consid-
ering “four or five” active applica-

tions for formation of captives and
have numerous other applications
on file. He said captive formation
activity has surged in the last
month, adding that his office re-
ceives about two telephone in-
quiries each day.

As many as 10 captive insurers
may be formed in Vermont by the
end of 1982, Mr. Chaffee explained.

Of the active applicants, he said
one is a foreign company inveolved
in construction and chemicals that
has decided to set up a surety cap-
tive in Vermont, while another is
an association of small utilities. Mr.
Chaffee did not characterize the
others.

Mr. Chaffee said he turned away
a prospective captive parent that
wanted to set up a credit-life insur-
ance subsidiary under Vermont's
captive law on the theory that the

YourBest Benefit
Package Includes PAID

By adding PAID Prescriptions — you get the plan
that saves you money by eliminating wasteful
abuse, minimizes clerical errors and ensures

tighter claims controls.

If your plan doesn't have PAID's benefits, you're
missing a lot. And if you have another drug
or vision claims processing plan, find out

what you're missing.

PAID Prescriptions adds that essential
“plus" factor that does much more for

you.

First, we cover vision and hearing as
well as pharmaceutical claims. And
because we pay claims quickly and

will.

e
i :‘, Fifth, PAID’s identification card production facilities
have set the standard for the industry. With the most
modern equipment and thoroughly trained staff, our
daily card production turnaround time is substan-
tially better than our competitors.

And sixth, PAID's computerized audit of claims
saves money — often it saves enough to
cover our nominal administrative fee. PAID's
audit system reduces invalid claims and
eliminates over-charging and errors.

Six good reasons to learn more about
PAID. If you don't your competition

} Get your information package

¢ by calling (800) 631-1679. Or,

mail the coupon to P. O. Box

434, Paramus, New Jersey
07652.

accurately, the PAID card is wel-
comed by more than 60,000 providers
in the 50 states, Canada, Puerto Rico
and Guam.

Second, we're part of Computer Sci-
ences Corporation, the world's leader
ininformation services, Ourfinan-
cial stability means we'll be here
when you need us.

Yes, I'd like to learn more about
PAID Prescriptions. . .

O Please have a salesman call

O Send me your brochure

Third, through our remote com-
puter network, INFONET, we are
able to verify eligibility for bene-
fits online so that you have access
tothis important information when
you need it.

Name

Company
Address
City State Zip
§ Telephone =

Fourth, we're a totally independent third-
party claims processor. Your interests are our
interests, and we'll tnanage your claims pay-
ment dollars as if they were our own.

PAID PRESCRIPTIONS

A Subsidiary of Computer Sciences Corporation
Major Offices and Facilites Throughout the United States

captive would not be insuring the
business of its parent. The commis-
sioner said such an arrangement
wasn't intended by the Legislature,
which would want such an insurer
to be licensed under regular insur-
ance laws.

“We expressed some doubts
about that and ultimately they
have gone to Arizona or offshore,”
he added.

Mr. Chaffee said it takes his de-
partment 60 to 90 days to license a
captive, although it could take as
long as 120 days if the number of
applications continues to rise.

He said the state now has eight
captive management companies,
five approved captive accountants
and at least two dozen lawyers who
have expressed an interested in
handling captive insurance com-
pany legal matters. .

Allendale
reinsuring
after losses

By BILL DENSMORE

WARREN, Vt.—A string of
costly warehouse fires, including
the destruction of a K mart Corp.
facility in Pennsylvania and a Ford
Motor Co. parts depot in West Ger-
many, have forced Allendale Mu-
tual Insurance Co. to heavily rein-
sure warehouse exposures to avoid
crippling claims, its president says.

“What we've done, candidly, is
go out into the facultative market
and net ourselves down,” John J.
Carey, Allendale’s president and
chief operating officer, said.
“There’s not much of our money
involved anymore.”

Mr. Carey spoke earlier this
month at a Risk Planning Group
Inc. conference on corporate risk
financing and insurance. He de-
tailed several recent property
losses, omitting specifics and dollar
amounts, and commented gen-
erally on conditions in the com-
mercial insurance market.

“Warehouses may be the biggest
catastrophe exposure we face
today,” said Mr. Carey.

An insurer that wants to reinsure
his exposure on a single, large risk
seeks what is called facultative re-
insurance, as opposed to ‘“treaty”
reinsurance, which is designed to
back up an entire book of business.

Although Mr. Carey did not cite
Ford by name in his talk, he did
discuss relations between Allendale
and the huge automaker in re-
sponse to a question from one of the
conference participants and sig-
naled that the relationship was
something less than rosy.

An Oct. 22, 1977, fire at Ford’s
Merkenich, West Germany, parts
depot resulted in a “nine-number
loss” said Mr. Carey, or one in ex-
cess of $100 million. Ford officials
do not dispute the loss figure but
decline to elaborate.

He said that when the depot was
first insured by Allendale, a mem-
ber of the Factory Mutual System,
it contained mostly metal parts. But
over time, he said, Ford increas-
ingly stored more flammable items
like motor oils and tires. In addi-
tion, he acknowledged, increasing
use of plastic instead of metal parts
in sﬁutos may have added to the fire
risk.

“We had an ongoing dialogue
with Ford about the changing na-
ture of the occupancy,” Mr. Carey
said. He added, though, that Allen-
dale never threatened to cancel
Ford's coverage on the facility,
which he acknowledged represen-

Continued on page 15
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Slainte go America

(Good Health to)

Now one of the
world’s leading
insurance groups,
Insurance
Corporation of Ireland,
has an American
branch office.

@

We can provide immedizte
service tc qualified brokers or
risks and costs for surp us anc

excess lines as well as
reinsurance questiors.

We're aggressive, knowl=dgable,
experienced and now we'rz her=2.
You don't have to be Irish. Call us.
Slainte.

Insurance Corporarion of Ireland

200 South Wacke- Drive Chicago, lllinois 60606
(312) 559-0509

NOV. 1. Alternative Methods of Funding Em-
ployee Health and Disability Benefits course
in New York, sponsorec by tae Society of Ac-
tuaries; members, $200; non-members, $235. Also
Nov. § in Chicago and Nov. 16 in San Diego. So-
ciety of Actuaries, Box 9.901, Chicago, 111, 60693;
312-236-3833.

NOV. 1-2. Communicating Employee Benefits
conference in Chicago, spansored by Business In-
surance; $475; 10% discount for additional partici-
pants from same company Ann Vazquez, Business
Insurance, 220 E. 42nd St. New York, N.Y 10017,

212-210-0137.

NOV, 1-5. Practical Reinsurance course in Lon-
don, sponsored by Risk Researcy Group Lid.; 660
pounds (approximately $1112). RRG Ltd., Bridge
House, 181 Queen Victoria St., London EC4V 4DD

England; 01-236-2175; :elex, 8811336 RRG G.

NOV, 1-5. Accredited Sa’ety fuditor course in
Atlanta, gponsored by the ‘nternational Loss Con-
trol Institute; $625. £lso Jan. 17-21 in Atlanta.
ILCI, Box 345, Loganville, Ga 30249; 404-466-

2208.

NOV. 34. Risk Financirg seminar in Chicago,
sponsored by St. Paul Risk Services Inc.; $335.
Kathleen Moriarty, St. Paul Risk Services Inc,,
230 Hamm Building, 408 3t. Peter St., St. Paul,

Tomorrow the dust will clear. Bulldozers and cranes will
remove the debris, and new construction will replace the
demolished buildings. With this will come the need for many

specialized insurance coverages.

On such a tomorrow, when your client confronts a difficult risk
problem, you can confidently turn to the Crowther People for the

solution.

John H. Crowther, Inc. is a leader in writing excess and surplus lines
insurance coverage, including demolition and construction contractors,
and such other difficult placements as umbrella, products or professional
liability. When it’s your client’'s tomorrow for the surplus lines market, make

sure John H. Crowther, Inc. is in the plans.
the

Des Moines
515/243-1221
Bismarck
701/223-1112
Salt Lake City
801/328-3133

Minneapolis
612/333-0361
Springfield
417/887-0354
lopeka
913/267-1222

Phote courtesy Minneapolis Tribune

402/393-2040
Billings
406/248-7183
Portland
503/224-5081

Sioux Falls
605/336-0960
Boise
308/336-7131

Denver

303/696-7117

Omaha CfOWther

People

Madison
608/833-4567

Minn. 55102; 612-221-7763.

NOV. 4-5. Product Safety Concepts and
Practice course in Washington, sponsored
by the International Institute of Safety &
Health; $245. IISH, 5010A Nicholson Lane.
Rockville, Md. 20852; 301-984-8969.

NOV. 56. The Banking and Insurance
Forum in Scotisdale, Ariz., sponsored by
Risk Planning Group Inc.; $600. Eileen B.
Callahan, Conference Coordinator, Risk
Planning Group, 722 Post Road, Darien,
Conn. 06820; 203-655-9792.

NOV. 7-10. Health Care Cost Contain-
ment seminar in Hollywood, Fla., spon-
sored by the International Foundation of
Employee Benefit Plans; members, $390;
non-members, $465. IFEBP, 18700 W. Blue-
mound Road, Box 69, Brookfield, Wis.
53005; 414-786-6700.

NOV, 8-12. Introduction to Risk Manage-
ment course in Atlanta, sponsored by the
International Loss Control Institute; $625.
ILCI, Box 345, Loganville, Ga. 30249; 404-
466-2208.

NOV. 8-12. Basic Safety Management se-
minar in Houston, sponsored by the Inter-
national Safety Academy,; $535. ISA, 10575
Katy Freeway, Box 19600, Houston, Texas
77024; 713-932-9400.

NOV. 8-12. Modern Safety Management
course in Atlanta, sponsored by the Inter-
national Loss Control Institute; $575. Also
Jan. 10-14 in Atlanta. ILCI, Box 345, Lo-
ganville, Ga. 30249; 404-466-2208

NOV. 8. Accident Investigation and
Analysis seminar in Portland, Ore., spon-
sored by the International Safety Academy;
$150. ISA, 10575 Katy Freeway, Box 19600,
Houston, Texas 77024; 713-932-9400.

NOV. 8-12. Eighth Annual Computer Se-
eurity conference and exhibition in New
York, sponsored by Computer Security In-
stitute; $575; group rates available, CSI, 43
Boston Post Road, Northboro, Mass. 01532;
617-845-5050.

NOV. 812, An Ergonomic Approach to
Materials Handling seminar in Long
Beach, Calif., sponsored by the Interna-
tional Safety Academy; $375. ISA, 10575
Katy Freeway, Box 19600, Houston, Texas
77024; 713-932-8400.

NOV. 10. Effective Safety Committees
seminar in Portland, Ore., sponsored by the
International Safety Academy; $150. ISA,
10575 Katy Freeway, Box 19600, Houston,
Texas 66024; 613-932-9400.

NOV. 11-12, Exempt Organization: Tax
Strategies and Legal Problems program
in San Francisco, sponsored by the Practis-
ing Law Institute; $325. Also Dec, 810 in
New York. PLI, 810 Seventh Ave., New
York, N.Y¥. 10019; 212-765-5700.

NOV. 11-12. Confined Space Entry work-
shop in Dallas, sponsored by Laoss Preven-
tion Associates; $285. Loss Prevention Asso-
ciates, Box 59888, Dallas, Texas 75229; 214-
241-0396.

NOV. 15-17. Advanced Safety Manage-
ment course in Atlanta, sponsored by the
International Loss Control Institute; $350.
ILCI, Box 345, Loganville, Ga. 30249; 404-
466-2208

NOV. 1518. Inspector Training seminar
in Houston sponsored by the International
Safety Academy; $480. ISA, 10575 Katy
Freeway, Box 19600, Houston, Texas 77024:
713-932-9400.

NOV. 1519, Practical Risk Management
course in London, sponsored by Risk Re-
search Group Ltd.; 590 pounds (approxi-
mately §1,000). Elspeth Jones, RRG Ltd,,
Bridge House, 181 Queen Victoria St., Lon-
don EC4V 4DD England; 01-236-2175; telex,
8811636 RRG G.

NOV. 15-19. Assets Protection course in
Saddle Brook, N.J., sponsored by the
American Society for Industrial Security;
members, $595; non-members, $650. ASIS,
2000 K St. N.W., Suite 651, Washington,
D.C. 20006; 202-331-7887.

NOV. 16-19. Construction Insurance sec-
ond annual conference in Dallas, sponsored
by the International Risk Management In-
stitute; $435. IRMI, Building III, Suite 208,
10300 N. Central Expressway, Dallas, Texas
75231; 214-363-9656.

NOV. 18-19. Techniques of Risk Manage-
ment seminar in Washington, sponsored by
the International Institute of Safety &
Health; $245. IISH, 5010A Nicholson Lane,
Rockville, Md. 20852; 301-984-8969.

NOV. 19. Loss Avoldance seminar in Col-
lege Park, Md., sponsored by Shand, Mora-
han & Co. and the University of Maryland
School of Architecture; architects/engi-
neers insured through Shand, Morahan,
$55; others, $145. Jim Ruiz, Shand, Morahan
& Co. Inc., One American Plaza, Evanston,
I11. 60201; 312-866-0765.

NOV. 21-24. Apprenticeship and Train-
Ing institute in Hollywood, Fla., sponsored
by the International Foundation of Em-
ployee Benefit Plans; members, $390; non-
members, $§465. IFEBP, 18700 W. Blue-
mound Road, Box 69, Brookfield, Wis.
53005; 414-786-6700. ]
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__dendale buying reinsurance

Continued from page 12
ted a tremendous premium
volume for Allendale.

“It’s tough for some un-
derwriter to have courage to
walk in and say, ‘If you don’t
do this, that or the other thing
we're going to cancel,”” ob-
served Mr. Carey. “We should
have been more aggressive.”

Robert L. Ozment, corporate
insurance manager at Ford
Motor Co. in Dearborn, Mich.,
declined to comment on Mr.
Carey’s comments regarding
the fire. “We believe Allen-
dale is a fine company and we
think very highly of them,” he
said.

Allendale’s review of the
June 21 fire at the K mart dis-
tribution center in Morrisville,
Pa., (BI, July 19) suggests that
the fire probably resulted from
the careless disposal of smok-
ing materials, Mr. Carey ex-
plained.

The retailer originally
stored general merchandise in
the 1.1 million-square-foot
warehouse, but increasingly
stocked material composed of
plastics and aerosols (BI, July
19).

“That was not at the time of
the loss what we would have
insured,” Mr. Carey noted.

The K mart warehouse was
insured for $113 million,
mainly through Protection
Mutual Insurance Co. of Park
Ridge, Ill., another Factory
Mutual affiliate, Business In-
surance learned. FM member
companies retained $25 mil-
lion to $32 million of the risk
and reinsured the rest, accord-
ing to BI estimates.

Looking at the overall com-
mercial property insurance
market, Mr. Carey said he sees
no current changes in the
market that would presage a
raising of property insurance
rates.

He said any one of three fac-
tors might produce an upturn;
a major catastrophe hitting all
insurers, a continuing decline
in investment yields or an in-

Health costs
to be discussed

NORMAL, Ill.—Controlling
health care costs through com-
petition will be one of the
topics discussed at the 21st An-
nual Insurance All-Industry
Day sponsored by the Central
Ilinois Chapter of the Society
of Chartered Property & Casu-
alty Underwriters,

The program will be held
Oct. 29 in Braden Auditorium
at Illinois State University in
Normal.

A three-member panel will
discuss controlling health care
costs through competition as
well as other topics. The panel
will consist of Dr. Geraldine
Alpert, a senior consultant at
National Economic Research
Associates Inc. in New York;
James Dorsch, associate coun-
sel at the Health Insurance
Assn. of America in Washing-
ton; and William H.L.. Woo-
dyard, Arkansas’ insurance
commisioner,

Richard E. Stewart, presi-
dent of Stewart Economics in
New York, will be the lun-
cheon speaker. The CPCU
designation will also be con-
ferred on new members.

Tickets cost $11. For more
information contact John Hu-
lett, CC Services Inc., Box
2020, Bloomington, Ill. 61701;
309-557-3816. E]

crease in utilization of plants and

. equipment if the recession eases.

“Any combination of these
events would contribute to an im-
mediate and probably drastic
change in the market,” said Mr.
Carey. “We believe that rates will
firm; however, we do not see rates
returning to their 1978 highs.”

Mr. Carey also cited Allendale’s
concern about security of rein-
surers and warned that the increas-
ing influence of financial consider-
ations on the corporate risk man-
agement process “have complicated
an already difficult task of effec-
tively communicating with senior
management regarding loss pre-
vention.”

Mr. Carey cited several factors
that could cause a permanent
change from the traditional boom-
or-bust underwriting cycle:

® A blurring of distinctions be-

tween underwriting, consuming
and distribution functions, “This
trend is best illustrated by a
number of major insurance organ-
tions which have quietly taken
steps to acquire agencies and bro-
kers in order to protect their deliv-
ery channels.”

® The pace of technological
change. “Process and distribution
industries have embraced plant de-
signs which make maximum use of
economies of scale. This fact intro-
duced a transfer of risk to un-
derwriters not fully appreciated by
most parties.”

® Influence of pure financial
considerations on risk manage-
ment. “As long as insurance capac-
ity is plentiful and rates are low,
there is little incentive for the cor-
poration to consider alternatives
with its resultant increase in expo-
sure to catastrophe loss.” C

AGENTS: What do you do when a client asks
about long-term auto leasing insurance?

Be sure—take advantage of our extensive experience with this
difficult-to-place business. Designed specifically for the automabile
leasing/rental industry, our program saves your time, cuts your
costs, satisfies your customer. We do the work, you get the credit!

e Lessors Excess Liability
& Lessors Contingent Liability
e Contingent Physical Damage

® Primary Physical Damage
e Primary Liability coverages
¢ Interim Car Coverages

We invite your inquiry and your business.

g Call or wrte Ron Ruane.

PAIGE-RUANE, INC.
INSURANCE

The Irwin Building

460 N. Gulph Road

King of Prussia, PA 19406
(215) 265-4170

Physical Damage by

Motors Insurance

The Inswance People from General Mators

WHEN THE PAST COMES BACKTO HAUNT YOU,
GET A PAL AT NORTH STAR

If inflation, recent court
awards or corporate
mergers or acquisitions are
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increasing your exposure
for past years, our

Prior Acts Liability (PAL)
Is what you need.

A PAL today can improve your
past performance and protect your
future cash flow.

Don't let inadequate past
coverage come back to haunt you,
get a PAL at North Star.

< \“‘hw.__m__ S

New York (212) 248-2400
Chicago (312) 346-7890
Los Angeles  (213) 383-7734

Business accepted through appointed
surplus lines brokers.

© 1982 North Star Reinsurance Corporation
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Changes forthcoming: Miller

Continued from page 3

At even half that predicted vol-
ume, M&M would be selling more
insurance than Hartford Insurance
Group ($2.7 billion in premium),
Insurance Co. of North America
($2.6 billion), Fireman's Fund In-
surance Cos. ($2.3 billion) and
Crum & Forster ($1.6 billion), ac-
cording to Mr. Miller.

“Did it ever occur to you that
M&M was the size of Aetna Life &
Casualty? It isn't in terms of assets,
net worth or total revenues. But in
terms of the property/casualty in-
surance business, we are talking
about a major change in which
many distributors are now manag-
ing blocks of business that are
much greater than many insurance
companies’.”

The largest brokers are also un-
derwriting large chunks of business
themselves, through insurance
company subsidiaries, Mr. Miller

added. This purportedly minor as-
pect of these brokerages’ business is
larger than the total operations of
some of their competitors.

“Marsh & McLennan’s under-
writing volume exceeds $80 mil-
lion. That’s bigger than all of Rol-
lins Burdick Hunter,” he said.

“Already, every single one of the
public brokers has an underwriting
facility, and I would say that they
know what they are doing. At least,
they are learning about what they
are doing very quickly.”

Brokers and direct-writing in-
surers now control about 63% of the
total insurance marketplace, he
said, and that calculation should be
making traditional stock insurance
companies VEry nervous.

“The distribution network is
growing more and more out of
their control. Imagine the possibili-
ties! How powerful of a company
would be formed by a merger be-

twz2en Marsh & McLennan and
State Farm?

“Insurance companies them-
selves are finding out that they
must get into the distribution sys-
tem. The market is going to belong
to those that see themselves as
overall financial money manag-
ers,” he added.

As insurers battle the market
pressure, buyers can also expect:

@ More insurers following the
lead of Aetna Life & Casualty Co,,
Home Insurance Group, Travelers
Corp. and Reliance Insurance
Group to buy at least partial control
of sommercial agents and brokers.

“The insurers will be buying a lot
mcre and in bigger pieces,” he said.

@ More insurers trading low-in-
terest loans to agents in exchange
for larger volume guarantees.

“The insurer gets an assurance of
flow and agents get strong financ-
ing so that mid-sized ones can con-
tirue to expand and be locally
strong yet have close relationships
wizh a handful of insurance com-

panies,” Mr. Miller sald.

@ More brokers underwriting
and delivering insurance policies
on behalf of insurers, a sort of “mo-
dified managing gereral agency,”
according to Mr. Miller.

® More agencies ;oining insur-
ance franchise groups that promise
greater clout with insurers and
products targeted fcr specific in-
dustries.

“My company helpad start one of
the first of the major franchise
groups, ISU Cos. We found out that
many of the philosopnical and stra-
tegic underpinnings we had were
dead wrong. But after some re-
structuring, we have found out that
ISU and other agency franchise
groups are now selling franchises at
a weekly rate,” Mr. Miller said.

Part of the refocusing of fran-
chise groups in general has been a
new interest in mass marketing.
“We've been talking about the
coming era of mass marketing for
years. Well, I think it is here,” Mr.
Miller noted. ]

CAS froze our administrative cost f&f health claims
where it was in 1978. We handle our own claims,

using the computerized Claims Administratign System.
Our contract runs five years, and it's for a fixett, ., .
amount per claim, not a percent of each. So evel

with skyrocketing medical and dental bills, our
) - administrative cost stands still
And overhead is slashed. With CAS, each
adjuster can process some 120 claims a day. We cut
the staff in half, while handiing more claims,

faster.

Administrative costs can run to 10% of claims.
Ours averages 3%. Because of CAS,
i i ' Discover why over 40 major organizations have

switched to CAS.
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s gl ‘iniorma!ian, clip coupon to your létterhead
or business card and mail today. Or call direct.

+ Bystem Development Corporation (Claims Administration System)
2500 Colorado Avenus, Santa Monica, CA 90406 (213) 820-4111

Please send me detalls of the CAS technique of automating
medical and dental claims administration for large organizations.

Majl 5T0P

TITLE

Systern Development Corporation

Lﬂj_"- R L. . T

Brokers’ .
may narrow

WHITE SULPHUR SPRINGS,
W.Va.—Will risk managers soon
purchase commercial coverages
from financial conglomerates like
American Express Co.?

Not likely, say commercial
agency and brokerage leaders.

National insurance brokers will
rise above the expected consolida-
tion of the financial services busi-
ness, predicts a brokerage execu-
tive.

But big brokers will also have to
consolidate their business, possibly
by abandoning small commercial
accounts and focusing with ren-
ewed vigor on large risks, accord-
ing to J. Bransford Wallace, presi-
dent of Corroon & Black Corp.'s
brokerage division, who spoke at
the joint annual meeting of the Na-
tional Assn. of Casualty & Surety
Executives and the National Assn.
of Casualty & Surety Agents.

Mr. Wallace rebutted speeches by
James Robinson, president of
American Express, and Richard
Haayen, president of Allstate In-
surance Co., both of whom pre-
dicted the consolidation of finan-
cial services and the gradual flow
of personal and small commercial
lines of insurance to financial ser-
vice conglomerates.

Mr. Wallace's rebuttal, however,
turned into a concession of the per-
sonal lines market and some small
commercial risks to conglomerates
or smaller insurance agents.

“We, the national brokers, must
add value to the products and ser-
vices that come through our
hands,” he said. “Personal and
small commercial lines will be
transmitted in a very different
manner in the future—faster and
cheaper. We can add very little, if
at all, to these products.”

The big brokers may be able to
assist medium-sized accounts with
“value added,” but the focus of
business will be large risks and
their associated problems.

Large brokers must continue to
“marshal our resources for special
projects” and provide risk manag-
ers with advanced services una-
vailable directly from insurers or
financial conglomerates like
American Express, Sears, Roebuck
& Co. or the new Xerox/Crum &
Forster combination, he said.

Fee-for-service business is likely
to expand and, in fact, must expand
as a natural extension of the path
brokers have chosen to follow.

“By supporting the captive insur-
ance company movement in the
1970s, we have dramatically in-
creased our own competition and
negatively impacted our own bot-
tom line,” he said. “However, we
have created our own opportuni-
ties, too, with such things as finan-
cial analysis services, risk manage-
ment information services, claims
handling for self-insured clients
and captive management support.

“Our new competition will come
from a corporation’s in-house sys-
tems, independent service firms
and other integral suppliers.”

John Sommer, president of War-
ren & Sommer Agency, a large in-
dependent agent/broker in Den-
ver, took a more positive stance on
small to medium-sized risks. Sold
aggressively, personal lines can still
be profitable and small commercial
risks are accounts that independent
brokers can add value to.

“These are troubled times for in-
dependent brokers, but the small
and medium-sized brokers can still
succeed and help their clients if
they develop industry specialties,
tailored policies and trade-associa-
tion connections to an advantage,”
he said.

Small commercial agents and
brokers must reduce the number of
insurers they now represent to gain
greater clout and commission, he
added. [



The Computer . . .

There isn’t an insurance company worth its premium
that doesn’t depend on the computer.
The Travelers maintains a very sophisticated computer
system that, when teamed with our professional dental
claim specialists, results in the most efficient and
effective dental claim service in the industry.

It allows our independent agents to maintain their
individual contact with their insureds, while
eliminating the costly paperwork generally involved

in handling most claims.

R And each of our Explanation of Benefits forms
B o0, bears the name and telephone number of the claims
eofes) (PIAJ. specialist responsible.
: If your employee has a question or needs a benefit

clarification, he or she can call and get an answer immediately. ‘

Simple. Fast. Direct. It's what you'd expect from
The Travelers, a leader in Group Dental Insurance. J

We're out front and pulling away.
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ANOTHER REASON
THE TRAVELERS IS A LEADER
ININSURING SMILES.
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Insurers must write for profit: Greenberg

By LEN STRAZEWSKI

WHITE SULPHUR SPRINGS,
W.Va.—Commercial insurance
rates could rise overnight, accord-
ing to a panel of insurers, rein-
surers and brokers.

But don't expect it to happen as
competition continues unabatec,
they added.

“If everyone went out and did
what they had to do, the insurancs
market would change overnight,”
Maurice R. Greenberg, chairman of
American International Groud

Inc., told the joint annual meeting
here of the National Assn. of Casu-
alty & Surety Executives and the
National Assn. of Casualty &
Surety Agents.
“But, everyone is too afraid of
losing market share,” he added.
Insurers. however, will have to
face the end of rate cutting, he ex-
plained, because profits are begin-
ning to shrink and insurer insol-
vencies could be forthcoming.
Insurance company shareholders
are also getting worried, he noted.
“Paid clzims are rising, expenses

are going up and cash flow is turn-
ing negative. If this competition
continues, we face solvency prob-
lems,” he said,

“The industry has to come back
to underwriting to a 100% com-
bined ratio (the break-even point)
or less,” Mr. Greenberg explained.
“The theory that under-100% un-
derwriting is destroyed forever is
not true. Shareholders will have
something to say about it.”

N. David Thompson, president
of North American Reinsurance

Corp., agreed—in part,

“From my reinsurance perspec-
tive, I see no change in rates what-
soever at this point,” Mr. Thomp-
son said. “But the system is so
strained, so poor and so underper-
forming as an industry that there is
some feeling among reinsurers that
fear will triumph over greed.

“One catastrophe, one big-bang
event, could call in reinsurance and
create a swift and not-so-happy end
of positive results for reinsurers,”
he said.

That event, however, would not
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necessarily signal the end of cheap
commercial insurance rates, he
stated.

“I have to reject the idea that re-
insurance directly relates to direct
insurers' competition. It depends
upon the line of insurance, of
course, but reinsurance is only
about 9% of the total market and
most insurers do not reinsure major
portions of their coverages,” he
noted.

Other panelists argued that a va-
riety of additional factors bearing
on the insurance industry will have
a dampening effect on rate in-
creases.

“We can expect more associa-
tion/trade group insurance plans
on a national level; more self-insur-
ance, especially of workers com-
pensation; more captive insurers of
comprehensive general liability
and professional liability; more
cash-flow schemes; and more un-
bundling of services,” noted
Charles Counselman Jr., president
of Counselman, Michaels &
Downes Ine. of Baltimore, a re-
gional brokerage.

Buyers will also be demanding
more comprehensive plan designs
with large deductibles, another
broker said.

“Large risks are getting in-
creasingly complex, so the brokers
must work directly with buyers in
developing new coverages. The
buyers will be seeking more gross
lines coverages that will wrap up
most of their property/liability in-
surance needs in one package of a
$1 million, $2 million or $3 million
deductible,” added Joseph Johnson,
senior vp of Frank B. Hall & Co.
Ine.

“However, I don't believe that
insurers compete only on price.
Service, security and stability re-
main important factors for any in-
surance buyer to consider,” Mr.
Johnson added.

The brokers’ comments drew
quick rebuttal from Mr. Greenberg,
who acknowledged the previous
growth of captive insurance com-
panies, but predicted a slowdown in
that segment of the industry.

“About 15% to 25% of the com-
mercial marketplace is now in cap-
tives because in the mid-1970s it
became a fad,” he said. “There are
captives out there that just don't
deserve to be. Now, they are get-
ting into unrelated business and re-
insurance, so if the major insurers
aren't underwriting well, the cap-
tives will be worse off, too.

“Already, we are seeing the
movement slow down,” he added. a

You may be
overpaying your
workers’ comp
insurance

in Texas.

If you have separate coverage for
the Texas portion of your national
workers' comp program, there's a
very good chance you're paying
too much.

Because, in Texas, even though
your national carrier's workers’ comp
insurance rates are the same as
ours, we may be able to save you
money if you place the Texas portion
with us—through dividends and
retrospective savings.

And because we're a Texas-based
company, we're closer to your Texas
operation with solid service.

Find out what we may save you
this year. Call our National Accounts
Division at (214) 653-8100.

e TEM@E EMPLOYBAS'
nauvRance
ABBSOCIAETION
P. O. Box 2759
Dallas, Texas 75221

Employers Insurance of Texas:

Texas Employers' Insurance Assn,
Employers National Insurance Co.
Employers Casualty Co.

Employers National Life Insurance Co.



Derek Chilyers,

Vice President International Gro up Department,
1S one of the key people respons_ible for the formation and development of IGP,

WHAT SETS IGP APART FROM THE And if it’s a problem on the local lev-  tively young. So they depend on

COMPETITION?

The first thing you’ll notice is our
staff organization. For example, in
the Sales and Service Division, we
US€ an approach that’s quite unique in
the business. Our staff of account
executives, research and support
personnel is organized into teams.
This offers the clients served by each
team more resources to draw from as
well as continuity of service.

This arrangement also allows us to

rotate travel schedules so there's

always a team member in the field to
help clients deal with local problems.

YOU MENTION PROBLEMS. HOW
INVOLVED DO YOU GET WITH
YOUR CLIENTS’ PROBLEMS?

We feel that one of our primary
responsibilities is to help our clients
and their advisers work together with
our Associate Insurers. to maintain an
effective program. Although prob-
lems don't arise often, when they do
we get as involved as necessary to
bring about a quick and satisfactory
solution.

Which brings me.to another point
that separates us from the rest: Slexi-
bility. If a client asks for something,
our people know that they're to do

everything possible to get it done. -

Even if it’s never been done before.

5

SN
“We have more than 50 people with a'lot of experi-
ence, the largest staff in the tnternational
employee benefits fieid. Naturally, we can offer
ter and more comprehensive services. We play
awhole different kind of ball game.”

el, we go as far up the ladder as nec-
essary with our Associate Insurer
to work it out. It's understood. We
do it automatically, every day, no
question.

So, as far as our clients are con-
cerned, they’d say what really sets us
apart is our people and how they
work.

"BESIDES THIS FLEXIBILITY, IS YOUR

STAFF REALLY ANY. DIFFERENT?

Definitely.

First, we have more people than
anyone else, which translates into
better, more comprehensive service.
But more important, there isn't
another international network that
compares with our staff in experience
and overall competence.

WHERE DO YOU GET PEOPLE WITH
THIS KIND OF EXPERIENCE?

Through our own training pro-
gram. It allows. future account exec-
utives to spend two or three years
working with one of our teams before
they assume responsibility for a
client. It's been a very successful
program.

Particularly in the field of interna-
tional networks we feel experience-is
important. Because while our clients
are very sophisticated people, the
international concept is still rela-

A

“Unfortunately, many multinationals just con-
stder up fron! costs. They don't see the hidden

cosls of a less efficient program. In the end, they

could spend as much or more. And get much
less.”

experienced account executives to
guide them through the intricacies of
this new business. Not just to service
them.

HOW CAN YOU RUN AN
‘ORGANIZATION LIKE THIS AT A

- COMPETITIVE COST?

Well, we’'re not always the

cheapest, if that’s what you mean. But

at year end, when you add up all the
money you save by eliminating the
hidden costs inherent in a less effi.

" cient program, we feel we've got

everyone beat. Most of the biggest
multinationals — and many smaller
ones —agree. If they didn’t, we
wouldn’t be handling their business.
Actually, it’s the classic difference
between getting the lowest price and
getting the most for your money.

HOW WOULD YOU SUMMARIZE
THE ADVANTAGES OF IGP?

In two words: our people.

Their experience. Their flexibilit y.
And their ability to develop and main-
tain competitive, effective programs.
But to see how true this really is, you
should talk to them. Just call (617)
421-2548. Then you'll see what
makes IGP the best in the world.

(' j International Group Program ;

“People perceive insurance conmipanies, and I
think rightfully so in many cases, as a bunch of
people who simply go by the book. Ifitsays ' XYZ2’
You say XYZ'. We don’t operate that way at all.”




WE'RE IMPROVING SERVICE

WITH PAPERLESS CLAIMS TO MEET
YOUR NEEDS FOR THE FUTURE.

With the expansion of our new electronic data exchange systers, Elue Cross
and Blue Shield Plans can now process your claims with maximum speed and accuracy.
These growing paperless systems, made possikle by our unique reiatioashinas with
hospitals, physicians and pharmacists, processed over 53 million claims last y=ar alone.

‘Not only do they save time and minimize errog, they can also allow for on-line

corrections. And because the systems’ efficiency helps to reduce administrative costs,
your money is used where it should be. In paying benefit costs.

But paperless claims processing represents only one dimension of our new
approach to meeting your specific needs — The Blue Cross and Blue Shield Metamatrix
System.With increased benefit flexibility, flexible financing, effective cost containment
and uniquely-trained professional representatives, the Metamatrix System represents the
latest innovation in health care protection from the largest, most experienced source.

For more information on America’s leader in h=alth care coverage, contact your
local Blue Cross and Blue Shield Plan.
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MULTIEMPLOYER PLANS

How MEPPA worksl, to save pensions

By Thomas K. Custis

l’[\HE MULTIEMPLOYER Pension
Plan Amendments Act has changed
the face of a number of multiemployer
pension plans. But what are the basic
concepts introduced or modified by this
act? What is the impact of these changes
on employers who contribute to these
plans?

The idea behind the imposition of
withdrawal liability was to protect plans
and remaining contributing employers
from potential losses that arise when
another employer’s obligation to
contribute to a plan ceases. An unfunded
liability exists for vested benefits earned
for service with the withdrawing
employer. Whether an employer ceases
operations, a union is decertified or a
plant is moved, a complete or partial
withdrawal is likely to occur. In such an
event, the liability for unfunded benefits
is allocated among the employers, and
the withdrawing employer is obligated to
continue contributing to the plan until its
allocated portion of the unfunded
liability is satisfied.

The act specifies a test relating the
assets of the plan to the value of its vested
benefits and its other funding
requirements. If a plan’s funding status is
in bad shape, this test will cause the plan
to be in reorganization. In this event,
even more stringent funding standards
must be met; certain restrictions are
placed on plan amendments and benefit
amounts may be reduced.

Premiums will increase per participant
over a nine-year period to $2.60 from 50
cents.

Generally, in the event of a plan
termination, benefit guarantees will be
less than under single-employer plans.
No phase-in of benefit increases was
adopted in the five years preceding
termination. There will be a 100%
guarantee of benefit rates up to $5.00 a
month per year of service, 7% guarantee
of the next $15.00 of benefit rates and
zero guarantee of rates exceeding $20.

The definition of plan termination has
been substantially altered. Basically, the
plan terminates when all future service
credits, for benefits or vesting, cease. This
can be through voluntary action
{changing to defined contribution plan),
through mass withdrawal or through a
Pension Benefit Guaranty Corp.
initiative.

The events under termination are also
significantly modified. In short,
employers must continue to fund, PBGC
provides financial assistance (loan or
payments on behalf of bankrupt
employers) and benefits are reduced to
guaranteed levels but are paid from the
trust, not by the PBGC.

Congress recognized that the threat of
withdrawal liability may tend to keep
new employers from agreeing to
contribute to multiemployer plans.
Accordingly, they made it possible under

certain circumstances for employers to
get into plans without the threat of
withdrawal liability for a period of six
years. Under the “Free Look Rule,” an
employer first entering a plan would not
be subject to withdrawal liability,

in the case of complete or partial
withdrawal, if the following conditions
are met:

@ The employer was first obligated to
make plan contributions after the date of
enactment of the bill.

@ The employer was not required to
make plan contributions for more than
the lesser of six consecutive plan years
preceding the date of withdrawal or the
number of years required for vesting
under the plan.

@ For each plan year that
contributions by the employer were
required, the employer's contributions
were less than 2% of all employer
contributions to the plan for that year.

@ The employer did not previously
have the benefit of this exception with
respect to the plan.

In addition, the exception applies only
if the plan provides for its application;
the plan provides that benefits of
participants accrued on the basis of
service for the employer before the
employer was required to contribute to
the plan may not be payable if the
employer ceases contributions to the
plan; and the ratio of plan assets to
benefit payments during the plan year
preceding the first plan year for which
the employer was required to make plan
contributions was at least 8-to-1.

The rule requiring that a plan provide
for cancellation of benefits where the
employer ceases contributions to the plan
would not require any reduction of
benefits to participants or beneficiaries
whose benefits are in pay status at the
time of the cessation and who are not
working in employment covered by the
plan.

The act allows for the establishment of
Withdrawal Liability Payment Funds.
The concept is to set up a risk pool to
provide for the payment of liability
amounts over and above those allocated
to employers which are able to pay. It is
an insurance scheme intended to help the
financial stability of these plans. Time
will tell if this concept will be
unworkable like the Contingent
Employer Liability Insurance program
for single-employer plans.

MEPPA codifies and expands the
authority residing in the boards of
trustees of multiemployer plans. Now,
more than ever before, the
responsibilities and options that reside in
the boards of trustees have much more
direct impact on contributing employers.
Trustees’ actions regarding benefits,
investments and administration can
directly affect an employer's contribution
requirements and perhaps—more
importantly—its potential withdrawal
liability.

The presumptive method is generally
used unless the trustees specifically adopt
one of the three alternative methods.
quer this method, unfunded vested
liability (UVL) is first determined as of
the end of the plan year ending before
Apni 28, 1980. This amount, decreasing
by 5% of the initial balance each year, is
allocated among contributing employers
on lthe basis of contributions made during
the five-year period ending April 28,
1980 In each subsequent year, the “new”
UVL which is the difference between
the computed value and the value
remaining from earlier determinations, is
allocated on the basis of contributions in
the year of determination and the four
precedmg years. This means that
eventually there will be 20 different
bases each allocated over contributions
of dlfferent five-year periods.

Compared to the other methods, this
procedure would tend to favor employers
wl'lio have a disproportionately large
number of older long-service employees.
It would also favor employers who began
conmbutmg to the plan in the late 1970s.

Another alternative is the modified
presumptwe method. The starting point
for this method is the same as for the
presumptive method. The pre-1980 UVL
ha'se is then amortized over 15 years. The
enitu‘e new UVL, the difference between
the computed amount and the remaining
balance of the original UVL, is allocated
on'the basis of employer contributions
over the last five plan years,

;lee the presumptive method, this
method would tend to favor employers
wn:h older long-service employees,
Admlmstratavely, it is somewhat easier to
handle than the presumptive method.

Under the rolling five-year method,
thé entire UVL at any time is allocated
on the basis of the employer
contributions over the last five years.
Administratively, this is the simplest of
the methods. It also will allocate larger
pohmns of the liability to recently
entermg employers.

Under the direct attribution method,
thé intent is to allocate the UVL directly
to the employers whose employees give
nse to it. In concept, this is the most
eqmtable approach. It is generally not too
difficult to determine the liability by
source, but in most cases direct allocation
of assets is extremely difficult, if not
1mposs1b1e The law does provide a
couple of alternative approaches for
dea]mg with the assets. UVL not directly
attnhutable to any current employer is
allocated proportionately over the UVL
that is directly allocable.

The act does allow for the adoption of a
method which is not one of the four
prgscnbed alternatives. Such a method
must be approved by the PBGC before
being implemented, however.

:l‘he amount of potential liability to any
one contributing employer is dependent
upon several factors such as the total
UYL of the plan, the method of

determining withdrawal liability adopted
by the plan trustees, the relationship of
the employer’s contributions to those of
all employers over a length of time (at
least five but up to 25 years) and plan
amendments affecting contribution
levels vs. past and future benefit accruals.

The potential withdrawal liability can
have a significant impact on the
operations of an employer. It can affect
credit ratings; opportunities to buy, sell
or merge; even decisions to shut down or
move a production facility. It can also
make union decertification an
undesirable event.

Contributing employers should take
steps to determine and monitor the
potential impact of a plan withdrawal.
This does not have to involve extensive
and costly calculations. With moderate
effort, information essential to such an
audit can be determined. The current
funding status of the plan should be
reviewed, particularly its unfunded
vested liability and the recent trend in
the UVL amount. The total contributions
to the plan in recent years should be
compared to the employer’s contributions
for those years. The trend in the
employer's percentage of the total should
be analyzed. The withdrawal liability
method adopted by the trustees of the
plan also should be carefully reviewed.

Given a thorough analysis of those
items, a reasonable estimate of the
current and expected withdrawal
liability amounts for the employer can be
developed. Once this information is
gathered, it can become important for
future operating decisions and financial
projections. It should be considered when
reviewing expected sales of plants,
divisions or subsidiaries; when analyzing
the potential impact of anticipated
changes in employment in your company
or in the industry; or when making
projections for company financial
statements.

“This information also can be used in
developing strategies to manage future

‘pension costs and in negotiating possible

contribution increases. The occurrence of
withdrawal liability can result in
significant financial impact when viewed
in conjunection with any of these events.
The very least an employer should do is
be informed of the consequences and try
to plan accordingly.

To the extent that an employer has any
input or influence with one or more plan
trustees, he can attempt to sway board
action in ways which may favor his
operation. If the trustees have not yet
adopted their withdrawal liability
method, it may behoove the employer to
know which method generates the
smallest value for it. It can try to
influence the trustees to take responsible
actions toward funding decisions that
will lessen the employer’s outstanding
UVL. There may be certain instances
where an employer can

Continued on next page




24 / business insurance, October 18, 1982

perspective

~ Is it ever a good time for bankers bond bids?

By John W. Twitchett

T.HE CURRENTLY beguiling view of
the “receptive” market for financial
institutions insurance, particularly in the
blanket bond area, raises many questions
for those who daily see mounting numbers
of serious situations being reported. They
may, or may not, trigger bond coverage for
which we, as underwriters, are
responsible.

How ironic it is that these so-called
soft-market conditions seem so often to
coincide with periods of near desperation
on the part of traditional bond
underwriters everywhere.

‘Remember the previous efforts of the
American Bankers Assn.? A recent
commentator on the subject was the
driving force behind that association’s
excellent Controlled Group Bonding Plan
at a time (can it really have been only
1977?) when the market was by no means
soft. Remember when reputable and
responsible banks were scrambling around
for an insurer after the near collapse of the
United States’ bankers blanket bond
market?

May I remind you why there was such a
near collapse? The answer, in large part,
was the previous campaign waged by those
people assuming the role of guide, mentor,
advisor, consultant, or what you will. They
were endlessly telling risk managers,
executive directors, bank accountants and
buyers of the virtues of XYZ Co. Because
of its flair and imagination and general
desire to help (altruism being their
watchword), the company, although new
to the bond business, was anxious to write
bankers blanket bond at a price
considerably lower than that of the
myopic, old-fashioned, stick-in-the-mud
dinosaurs who used to be respected names
in the class. All this was at a time when
circumstances were very similar to
today’s: enormous losses, bank closures,
FDIC banner headlines and multiple-loss
claim situations.

There were no Brownie points for
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knowing what must happen. Prices
became so cheap that almost everyone got
out faster than they jumped in, with the
notable exception of fewer than half a
dozen insurers that stuck to the task at
hand. They were part of a steady, reliable,
responsible and reasonable market for the
buyers. Those insurers had the long-term
objective, and it was no crime to try to
make a modest profit for their
stockholders, underwriting names or
others from their underwriting activities
in a difficult class.

Let me rewrite recent opening
paragraphs by Ed Armstrong that have
come to my notice (BI, Aug. 16). They
might have read: This is absolutely the
worst. . .market for financial institutions
insurance I have ever seen. This comes as
no surprise to most insurance
professionals, but do they even know just
how bad it is? More specifically, does the
average banker know what logically can
be expected from competitive bidding of
his insurance program today?

If some of those average bankers do not
know what can logically be expected, then
let me tell them. What will happen will be
a rerun of 1974-79, a case of deja vu if ever
there was one, unfolding something like
this:

In our current market, insurers have
recently come upon bankers blanket bond
as a “money-spin” class. When they arrive
face-to-face with the inevitable, frequent
losses that come as surely as night follows
day, with shrinking cash flow, falling
interest rates and collapsing banks, they
will pack their bags and steal away to the
next gung-ho class where they once more
will set out to change the world.

It will not just be the departure from the
scene of these irresponsible market
components that will do damage to the
banking insurance industry, it will be the
knock-on effect on the regular insurers

seeing their premium income depressed,
their coverage widened to lunatic lengths
through sad necessity—all forced upon
them by the now-departed competition.
Their reaction may well be similar to
before: Most will abandon the line,
perhaps forever.,

Recent quotes perhaps make my case.
How could anyone in his right commercial
mind ever write a bankers blanket bond
for a billion-dollar asset bank for $50,000,
or even $85,000 annually, at about 2.7
times for three years? And what, may one
ask, was the indemnity limit: $5 million,
$10 million, $25 million? Dare I ask, was
the moon was a separate insuring clause?

This is not to show the traditional
underwriter in too rosy a light. We, more
than some, must accept criticism. We are
often too slow, too apprehensive, too
suspicious, too reluctant to change, too
ready to claim that only we know the
game. But let it be said our friends, the
brokers, are never slow to point out to us
our deficiencies.

However, all is not gloom. There are
many bank risk and insurance managers
who recognize the overwhelming reasons
for continuity. They know the big loss
often occurs just after a change of insurer
when a track record cannot help in a
difficult settlement. It seems to me that
above practically all other classes, bankers
blanket bond is a long-term team game
where each one on the team must feel safe
knowing that the one with the ball is on
the same bench. We have our problems—
there are sometimes recriminations all
around—but at the end of the day, we do
need each other.

Far be it from me, steeped as I am in the
atmosphere of the free market of London,
where the entrepreneurial spirit still
flourishes, to suggest that competition is a
bad thing. But in spite of Mr. Armstrong’s
recent persuasive presentation, certainly

in the case of bankers blanket bond, it is
never the right time to consider
competitive bidding. You may not increase
the scope and almost certainly will not
increase the quality of insurance coverage
You may indeed lower the immediate
premium cost but in the long run, you will
pay more.

Present and future bargaining
positions with insurers will probably not
be improved. In the underwriter's mind
will always be the thought that you are ou:
shopping again. That's not conducive to
mutual confidence.

There are always times when a long
relationship may be in jeopardy, when
that mutual confidence may be eroded,
when both sides, or even only one side,
feel that they do not need the other. The
buyer in any case might be wise once in a
while to test the market. Nothing is
forever in this world. The bottom line is a
powerful siren, but can it be sensible to
throw away many years of hard-won
continuity for a dollar reduction and “pie
in the sky?”

Buyers of blanket bonds must ask
themselves whether the advice they are
receiving is for the benefit of their
institution, which is really all they have,
or is it for the benefit of somebody else
with a new angle?

Aesop in his well-known fable talks
about the dog crossing a bridge carrying a
‘bone in its mouth. The dog looked down
and saw in the water a reflection of
another dog with an apparently larger
bone, whereupon the dog drops the bone it
is carrying to seize the one below.

The ending is obvious: it finished up a
hungry dog. The moral of the story:
Shadows are no substitute for substance. =

John W. Twitchett is a director of the
management board of Merrett Syndi-
cates Ltd. in London and chairman of
Lloyd’s United States bankers blanket
bond committee.

How 1980 legislation protects employees’ pensions

Continued from previous page °
plan a gradual phase-out in such a

manner that avoids a partial withdrawal
that would trigger a withdrawal liability.

Most of all, be aware. These are not
small dollar amounts being discussed.
The worst thing that could happen to
upset future business plans is an

unexpected bill for a few million dollars.
There are few, if any, new contributing
employers to the plans. Small employers

may be terminating while the “de
minimis” amounts still help them out.

There are fewer across-the-board benefit

increases. More frequently negotiated

increases apply to future service only, or
at least smaller increases on past service.
In some cases, future benefits are related

directly to contribution amounts,

combating the “double whammy” created

by reduced hours. Some plans are

negotiating contribution increases part or

all of which are directly allocated to the

funding of the UVL. There is increasing

scrutiny of actuarial assumptions. It is

becoming more common for
management and labor trustees alike to
push for higher interest rates and other
more liberal assumptions. These effects
are not necessarily all bad, nor are they
all good. They certainly are not what the
drafters of the law intended.

The law is barely a year old and
already it is being attacked on at least
three fronts: in the courts, in Congress
and administratively through the PBGC.

Currently, there are more than 70 cases
in various courts across the nation
involving MEPPA. Most of these cases
challenge the constitutionality of the
imposition of withdrawal liability. They
challenge the concept on the point of due
process. They challenge the methodology:
unlike single-employer plans where
liability is determined by an impartial
government agency, under this
arrangement representatives of labor
(who obviously want to exact the highest
possible toll from a withdrawing
employer) and representativesof

3

management (often from competing
employers who have much to gain from
the financial hardships of the
withdrawing employer) are the deciding
body. Since most UVL arises from
service credits earned in the past, this
procedure is challenged on the basis of
retroactivity. Needless to say, there are
many battles to face and many courts will
have to rule on these issues.

Meanwhile, legislation has been
proposed that would effectively pull the
teeth of MEPPA. The bill, as proposed by
Sen. Orrin Hatch, R.-Utah, would call
most multiemployer plans now in
existence defined contribution plans and,
therefore, not subject to most of the
provisions of MEPPA. However, no
action was taken on the bill in this session
of Congress.

Employer obligations to the plan would
be limited to the contribution negotiated.
This approach would effectively pass the
entire burden of past practices back to

- | the participants. While most informed

observers do not give the bill much of a
chance in the next session, just the fact
that it received serious debate shows that
some legislative change might be
expected.

At least two plan trustees have filed
with the PBGC to be exempt from
certain withdrawal liabilities. A West
Coast longshoremen’s plan doesn’t want
to impose liability unless the
withdrawing employer actually
continues in business. Their logic is that
contributions based on tonnage will still
be made by the employers that stay in the
plan. An East Coast garment workers’
plan doesn’t want to impose liability for
other financial reasons. Clearly, more
exceptions will be forthcoming if these
requests are granted.

Thomas K. Custis is a principal and vp of
Milliman & Robertson Inc. in Brookfield,
Wis. This article is adapted from a pre-
sentation at a Professional Education
Systems Inc. seminar in April.
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Government shares health cost hikes with workers

By JERRY GEISEL

WASHINGTON—Private em-
ployers aren’t the only ones having
trouble containing soaring health
care costs.

Participants in the federal gov-
ernment’s health insurance pro-
gram will be hit Jan. 9 with pre-
mium increases averaging 24%. The
government, which pays about 60%
of most employees’ health insur-
ance premiums, will find its costs
rising by about 19%.

“A continued sharp rise in medi-
cal care costs” is to blame for the
hefty premium increases, accord-
ing to the Office of Personnel Man-
agement, the federal agency that
oversees the 119 different health
insurance plans that cover about 10
million federal employees, depen-
dents and retirees.

Employees enrolled in the most
popular federal health insurance
plan—Blue Cross/Blue Shield
high-option family coverage—will
pay monthly premiums of $118.08,
up from $90.49, a 30.5% increase.

At the same time, the federal
government will pay a monthly
premium of $103.01 for employees
who opt for high-option BC/BS
family coverage, compared with
$86.53 this year, a 19% rise.

The total monthly premium for
this high-option coverage in 1983
will be $221.09, a 24.9% increase
from the 1982 total premium of
$177.02.

For individual coverage under
the same BC/BS plan, an employee
will pay a monthly premium of
$54.94, compared with $42.76 this
year, a 28.5% rise. The govern-
ment'’s cost per employee will rise

to $46.09 from $37.62, a 22.5% hike.

The total monthly premium for
individual BC/BS coverage will
leap to $101.03 from $80.38, up
25.7% from this year’s premium.

While some of the major insurers
participating in the federal pro-
gram will increase premiums by
more than 25%, many of the more
than 100 participating health main-
tenance organizations have been
more successful in controlling
costs.

For example, the nation’s larg-
est HMO, the Kaiser Foundation
Health Plan in Oakland, Calif.,
which serves members in Northern
California, increased its total
monthly premium for family cov-
erage to $138.45 from $115.18, a 20%
hike.

An employee who opts for family

coverage under the Kaiser plan
will pay a monthly premium of
$35.44 in 1983, compared with
$28.79 this year, a 23% rise. The
monthly federal contribution will
rise to $103.01 from $86.39, a jump
of 19.2%.

Similarly, the cost of family
health coverage for federal em-
ployees in another giant HMO,
Health Insurance Plan of Greater
New York, increased just 13.7% to
$129.78 from $114.12.

With the federal contribution in-
creased to $97.34, employees will
pay monthly premiums of $32.44
for family coverage, up from
$28.53, a 13.7% rise.

Many of the plans reduced bene-
fits. For example, the BC/BS plans
next year will only pay 80% of
usual and customary expenses for
outpatient accidental injury care,

are no honeymoon.

England Life.

Today's high dental cost
ys 18 e I_Please send me more information on your group
So if you're currently con-
sidering a group dental care
plan for your company or
your clients, consider New

Our dental plan rates are
among the industry's most
competitive, And our broad
flexibility in plan design can
meet your company's varying |
needs. We offer not only an
initial 16-month rate guaran-
tee but also rate discounts for
employer-pay-all plans. And
our plans can either stand
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New England Life Group Dental Plans.
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alone or be issued as part of a
total life and health package.

our companion vision care
programs.

compared with 100% reim-
bursement this year. In addition,
the BC/BS high-option plan no
longer will provide reimbursement
for dental X-rays and fluoride
treatment.

The INA Health Plan of Arizona
next year will boost the maximum
annual co-payment for basic ser-
vices to $800 from $225. The plan
also will no longer cover syringes,
needles and diabetic supplies under
the prescription drug benefit.

Some plans, though, boosted
benefits. For example, the Kaiser
plan serving members in Southern
California no longer will charge for
home visits by speech therapists
under the home health care benefit
program. This year, there was a §5-
per-visit charge.

And, the George Washington
University Health Plan, a popular
HMO in Washington, D.C., w:ll
provide 80% reimbursement for
drugs prescribed by plan doctors,
including contraceptives, after a
$75 deductible. The plan did not
offer a prescription drug benetit
this year.

Federal employees who face pre-
mium hikes and benefit cuts can
switch plans under the govern-
ment's “open season” program.
This year’s open season will be held
between Nov. 22 and Dec. 10. Gov-
ernment officials predict thet
HMOs will gain many new merm-
bers because they've been more
successful in holding down costs
than other federal plans.

Next year, the federal health in-
surance program—the nation's
largest—will cost more than §3
billion. s

Iran, Salvador,
Argentina pose
greatest risks

NEW YORK—Iran, El Salvador
and Argentina are generally the
riskiest countries in which U.S.
companies can do business, accord-
ing to a new survey by Frost & Sul-
livan Inc.

Iran and El Salvador are the na-
tions in which international busi-
nesses are most likely to sustain
losses from political turmoil in the
next 18 months, according to the
survey.

Other nations in which the prob-
ability of losses due to turmoil are
more than 30%, according to Frost
& Sullivan, are in descending
order: Bolivia, Libya, Zaire, South
Africa, Iraq, Zambia, Israel, Paki-
stan, Mexico, Philippines, Thailand
and Zimbabwe.

The risks are greatest to finan-
cial insitutions in the next 18
months in El Salvador, according to
the study. Great risks also exist in
Iran, Argentina, Mexico and Boli-
via.

Manufacturers have the most to
worry about in the next 18 months
in Iran, Argentina, Nigeria, Roma-
nia and Bolivia, according to the
survey, while the risk of a loss to
exporting operations is greatest in
El Salvador, Mexico, Argentina,
Bolivia and the Dominican Repub-
lic.

In addition to these 18-month
forecasts, the company also grades
nations on an A to D-minus scale
on a general five-year risk assess-
ment.

The countires that received
grades of D-plus or lower are, in
order of risk: Argentina, Bolivia, El
Salvador, Iran, Iraq, Nicaragua,
and Pakistan.

Also, South Africa, Zambia,
Costa Rica, Libya, Mexico, Egypt,
Philippines, Romania, Zaire and
Zimbabwe. n



DS eNCo0 O WTUNRLE, LCLWWLDCL 10, LJ04 1 &9

Most firms decline rental-car damage waivers

Continued from page 3

Cochen, manager of corporate com-
munications with Abbott Labora-
fories in North Chicago, I11.

Some drivers don't even know
what a deductible is or how expen-
sive it could be to have it waived.

“If the renter would stop to con-
sider the rate, he wouldn't buy for
more than a one- or two-day
rental,” said Hugh Rosenbaum, a
vp with consultant Risk Planning
Group Inc. in Darien, Conn.

Mr. Rosenbaum, a former em-
ployee of Hertz Corp., told of a va-
cationer who took the collision
damage waiver for such a lengthy
period that it totaled more than the
deductible itself,

Waiver fees vary from $3.75 per
day to $6 on deductibles of $500 to
$750. -

“We run a large fleet. At $6 a
day, times 250 days, that's $1,500.
[t's an exorbitant cost,” Mr. Traver
said.

“With the number of vehicles
that Bell & Howell rents in a year's
time, I can buy four or five cars
outright (from the money that
could be spent on CDWs) so we just
take our chances and self-insure,”
Mr. Wilson said.

Other companies, like Federal
Express Corp. and Hospital Corp. of
America, both based in Tennessee,
have similar reasons why their em-
ployees do not take the collision
damage waiver.

“We rent so many cars, it’s just
not a good buy,” said Robert
Reeves, president, HCA's Health
Services Group.

“For the occasional accident, we
can pay the deductible,” said M.C.
Shermer, vp of risk management
for Federal Express.

Officials from larger car-rental
agencies are aware that most busi-
ness travelers decline CDWs.

John Murphy, vp of insurance
with Avis Rent A Car Systems Inc.
in Garden City, N.Y., said that
business travelers are good risks
and their companies know it.

Inevitably, all business travelers

Atlanta ‘I' Day
will address
industry future

ATLANTA—The future of the
insurance industry and its delivery
system will be some of the subjects
addressed during Atlanta Insur-
ance Day '82 to be held Nov. 1.

The annual Atlanta “I" Day will
begin at 8:30 a.m. at the Westin
Peachtree Plaza Hotel in down-
town Atlanta.

The presentation, sponscred by
11 area insurance organizations in-
cluding the Atlanta Chapter of the
Risk & Insurance Management So-
ciety, will feature topics of interest
to risk managers, agents and bro-
kers and insurance company per-
sonnel.

Insurance industry personnel
who will speak at the event in-
clude: Jeffrey S. Bragg, chief of the
Federal Insurance Administration,
Lawson Swearingen, chairman of
Commercial Union Insurance Cos.;
Frans R. Eliason, president and
chief executive officer of Armco
Insurance Group Inc.; Eli Dabich
Jr., vp of Maryland Casualty Co.;
John A, Schoneman, chairman and
chief executive officer of- Wausau
Insurance Cos.; and Dick Dorsey,
Southeast regional vp of the
American Insurance Assn.

The featured luncheon speaker
will be Sen. Ernest F. Hollings, D-
S.C. .

The cost of the program and lun-
cheon is $25. For more information,
call 404-256-4808. a

Agencies won't disclose waiver income. . .Page 30 I

also are told to decline the personal
accident insurance. Employees who
are injured on the job are covered
by workers compensation, several
risk managers pointed out. If an
employee wants the personal insur-
ance for added coverage, the cost
(about $2.25 per day) is paid by the
employee, rather than the com-
pany.

Many companies have overrid-
ing agreements, exclusive contracts
or discount contracts with one or
more of the four largest agencies—
Hertz, Avis, National Car Rental
Systems Inc. and Budget Rent A
Car Corp.—to obtain corporate dis-
counts,

These overriding agreements

also can specify additional insur-
ance limits for the driver. The nor-
mal coverage is $100,000 for each
person and $300,000 per accident,
but an overriding agreement can
extend the coverage to high limits,
like $1 million.

“In the United States, it may be
no problem, but if you rent over-
seas. ..you should always have an
overriding agreement worked out
ahead of time with rental agen-
cies,” said Mr. Murphy of Avis.

“The safest thing to do is rent
from an agency that has
$100,000/$300,000 (coverage)
worldwide, one that will give you
U.S. conditions, and make sure if

you're sued in the United States
from an accident overseas that you
have a (car-rental) system that will
back you up,” Mr. Murphy added.

Discount agreements also offer
the advantage of forcing employees
to use the same rental agency in all
locations, so the employer knows
insurance exist if there is an acci-
dent.

“People should be careful when
leasing from smaller agencies. In
certain locales, the contracts are
quite different,” Mr. Shermer of
Federal Express notes.

Risk managers should also be
wary of liability limitations, ac-
cording to Mr. Reeves. What if lia-
bility from an accident exceeds the
$100,000/$300,000 coverage? This
could happen when a corporation
rents trucks on a long-term basis,
he says.

“Risk managers should tailor
their policy to provide for this cov-
erage,” he said, explaining that a
company’s traditional auto policy
does not cover rental vehicles, “but
a corporate motor vehicle liability
policy does.” This type of policy au-
tomatically would cover any vehi-
cle rented by a company employee.

Corporations that self-insure
this risk often buy excess coverage,
as do the larger rental agencies.

Who pays when a loss exceeds
the rental agency’s limits? “That
usually depends on the court, and
that can vary considerably. It can
be the driver, the driver’s company
or the car-rental agency’s excess
coverage,” said Rolland L. Krefall,
director of insurance at National
Car Rental. “There is no normalcy
as we used to know it.” E

A castof
thousands-
~ getting larger

I1AA membership

Each year thousands of independent insurance agents
across the nation join the Big “I” to become a part of
the increasingly powerful force that has already demon-
strated its influence in Washington through the bank
holding company victory.
They are continually benefiting from [IAA’s
educational programs, as well as from a constant flow
of information on current developments in the in-

surance industry provided them by the Independent

Insurance Agents of America.
Which are good reasons why you should join the
cast of over 126,000 members of the IIAA today. Write
to: 100 Church Street, New York, N.Y. 10007. Better
still, call, toll-free (800) 221-7917 for full particulars.

Independent Insurance Agents of America Inc.
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lowa claims damage waivers are insurance

Continued from page 3
referred to the collision damage
waiver as insurance.

“There is insurance for $5.50 a
day called a collision damage
waiver to waive the $600 deduct-
ible,” cited a clerk at the Avis
counter after quoting rates to rent a
mid-sized car.

The clerk from National Car
Rental System Inc. of Minneapolis
calculated the cost to rent a car for
a week and said that was the only
fee “unless you want to add insur-
ance. It's a $750 deductible that can
be waived for $6 a day,” she said.

While listing the fees, the clerk
from Budget Rent A Car Corp. of
Chicago cited “$8 on insurance, if
you want it, for collision and per-
sonal accident.”

“It's not an insurance product at
all,” noted Rolland L. Krefall, Na-

tional's director of insurance. “It's a
separate transaction outside of in-
surance.”

In the center of National's rental
form is a box that deals with the
collision damage waiver. Lines five
and six in the box note: “CDW is
not insurance.”

The same notation is made in the
section on collision damage waiver
on Hertz’s agreement envelope.

But in Iowa, “under (our) defi-
nition of insurance, it sure looks
like insurance to us. The depart-
ment wants them to stop (selling
CDWs) or become regulated,” Mr.
Schrader says.

Iowa is not the first state to ask
the CDW-insurance question.
Texas has a memorandum dating
back to 1967 that has served as the
answer from time to time when the

question arises.

“Several years ago, our legal
counsel held that this (CDW) was
an element of bailment and not in-
surance,” says Donald O'Brien,
director of auto insurance for the
Texas State Board of Insurance.

In Florida, Raymond Behling,
the chief attorney for the Insurance
Department, says there is a 1973
decision and an attorney general’s
opinion that “touches on it suffi-
ciently that it's a collision damage
waiver and not insurance.”

The legal section in California’s
Insurance Department has deter-
mined that collision damage waiv-
ers are not insurance because there
is no third party involved, says
David Patterson, a rate analyst
with the regulation division.

In June, the California depart-
ment answered an inquiry into the

matter by noting: “It has been our
position that provisions in lease
agreements providing that for the
payment of some consideration, the
lessee will be released from liabil-
ity for damage to the leased prop-
erty, is not insurance. . .there is no
third-party stakeholder holding
funds that may be required to be
paid pursuant to terms of the con-
tract. ., .that is strictly the concern
of the lessor.”

A Feb. 5 letter from New York
Superintendent of Insurance Al-
bert B. Lewis is sent out in response
to similar inquiries.

“In the past, this department and
the attorney general's office has
ruled that collision damage waiver
agreements do not constitute ‘doing
an insurance business’ within the
meaning of Section 41 (of the New
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Business in New England affects markets
nationwide—in industries as diverse as fishing,
agriculture, tourism, electronics and computers.

From skiing to lobster trawling to managing a
hotel or the benefits for thousands of employees. . .
the diversity, wealth, and influence of this regional
market requires specialized expertise in handling
a wide range of insurance risks. That's why New
England is a market ripe for your special products
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On November 8, BUSINESS INSURANCE will
offer a valuable opportunity to highlight your
unique business capabilities in the New England

The editors will take a close look at the
sophisticated insurance centers of Hartford and
Boston, examining the “chain-of-risk" among
corporate risk managers, brokers and insurance
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companies. Within this cycle of transactions, they'll
identify and interview key risk and benefit manage-
ment leaderg and the agents and brokers who
help place their insurance needs. The editors will
also review such local insurance markets as the
fishing risks of upper New England, as well as
coverage of the smaller city centers, and how

they inter-relate to the major insurance centers.

If New England is a market you want to explore
further, don't miss the boat. You'll meet top-level
financial and administrative executives, corporate
risk and insurance management executives, along
with the major insurance agents/brokers and
consultant firms who serve their needs.

Put your ad where it will be seen and acted
upon by the important business influentials in New
England. Ad closing is October 26. To reserve your
ad space call one of our sales offices listed below.
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York Insurance Law),” the letter
says.

Jack Reynolds, an associate ex-
aminer with the New York Insur-
ance Department, says the matte= is
looked on by that department as a
contract between a bailor and bai-
lee, rather than insurance.

A similar assumption is held by
the Illinois Department of Insur-
ance. “My view is essentially that
in those instances where the owr.er
of the vehicle is the lender and
then says, ‘If you wreck my car,
you're going to owe me so much
money'—that's legal. If I want to
say, ‘If you want to pay be an addi-
tonal sum of money, you won't
have to pay'—that’s legal, too,” says
Ken Smith, lllinois’ deputy director
of property and casualty insurance.

The acting director of the Illi-
nois department, along with other
state officials, and Hertz and its
parent, RCA Corp., recently were
sued by a Denver woman in a mul-
timillion-dollar class-action law-
suit, according to Chicago newspa-
per reports. The suit alleges that
Hertz was operating an insurance
business when it sold a collision
damage waiver to the woman.

Mr. Smith was unaware of that
lawsuit but was familiar with the
action being taken by the Iowa Ir.-
surance Department. He says if
Iowa wins the case, that decision
could be applied to other lease or
rental agreements such as renters
of buildings who, in the past, may
have been able to waive fire liabil-
ity.

Insurance officials in Hawaii,
Wisconsin and Nevada also are fol- |
lowing the Iowa case. |

“We've taken a wait-and-see at-
titude,” says Allan Gushiken, chief
investigator with the insurance di-
vision of the Hawaii Department o
Commerce and Consumer Affairs.
“It was brought to our attention ir.
the past, and we know the argu-
ments (on both sides),” he says.

In the mid-1970s, representatives
from car-rental agencies met with
Hawaii officials and the attorney
general issued a decision that
CDWs were not a contract of insur-
ance, Mr. Gushiken says, adding
the Iowa case had “rekindled” their
interest.

Wisconsin doesn't have any suits
pending against car rental agencies,
but they are reviewing the situa-
tion and waiting “for Iowa to set-
tle,” says John Keegan, director of
the rates and forms bureau within
the Wisconsin Department of In-
surance.

His department is reviewing the
information, but won’t make a de-
termination if CDWs are insurance
unless it can win a clear decision. “I
guess I'd call it a business practice
at this time,” Mr. Keegan says.

In Nevada, CDWs are not an
issue, though the Iowa case
undoubtedly will be followed, says
Charles Knaus, a casualty actuary
with the insurance division of the
state Department of Commerce. =

OSHA approves
job safety changes

WASHINGTON—The Occupa-
tional Health and Safety Adminis-
tration has approved supplements
to Puerto Rico's job safety and
health plan.

The supplements include a regu-
lation on guarding of low-pitched
roof perimeters, revised electrical
safety rules and workplace noise
standards.

The changes in the safety rules
can be obtained at OSHA head-
quarters in Washington and the
Puerto Rican Department of Labor -
and Human Resources, Prudencio
Rivera Martinez Building, 505
Munoz Rivera Ave., Hato Rey,
Puerto Rico. ©
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To get more
from your
captive...
cut on the
dotted line.

Send for our new brochure and find out how
Continental Risk Services, Ltd., can help

you have a more efficiently run captive
operation. We offer extensive experience in all
areas of underwriting, reinsurance, claims and
accounting...computer-generated statistical
analyses to improve and expand your
captive’s capabilities...and administrative and
management services that are unmatched in
the industry.

Just mail in the coupon below. Or, if you
can't wait, call (809) 295-6015. We'll tell you
why CRS should be managing your captive.

I’d like to know what CRS can do for me.
Tell me more.

Name
Title
Address
City State
David B. Vaughan, President
Continental Risk Services, Ltd.

The Warner Building « Reid & King Streets
P.O. Box 824 « Hamilton, Bermuda

Zip

Continental Risk Services is a subsidiary of
The Continental Corporation
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Rental companies unwilling
to cite income from waivers

By CAROL CAIN

People in the car-rental business
know their companies “make a lot
of money” on collision damage
waivers, but they don’t want to
admit it.

Rolland L. Krefall, director of
insurance at National Car Rental
System Inc. in Minneapolis, which
is assumed to be the third-largest
rental agency, said the money
raised from collision damage waiv-
ers pays for the repairs to the vehi-
cles and the rest “we put in our
pockets (to) pay taxes, pay adminis-
trative costs.”

At Avis Rent A Car System Inc.
in Garden City, N.Y., waiver fees
collected are part of the general ac-
counting funds, according to John
Murphy, vp of insurance.

How much is raised from colli-
sion damage waivers annually?

No one would say.

What is the annual loss experi-
ence?

Again, no one would say.

How much is the annual repair
bill?

“l don’t want to quote that
number,” said Mr. Krefall, but he
adds that when a company has sev-
eral thousand automobiles, acci-
dents are almost predictable.

“We inspect our cars very
thoroughly today; can’t say that
was the case 10 years ago,” he said.
Loss prevention and checking out a
customer’s credit and the validity
of a driver's license are part of a
program that, according to Mr.
Krefall, may be the reason for a
slight reduction in accidents. i

“We have somewhat stabilized
the number of accidents,” he said,
“but the severity has been the same
over the years.” If someone could
obtain the figures on all the acci-
dents from Hertz, Avis and Na-
tional, Mr. Krefall believes the pic-
ture would be one of stability.

“Loss experience—that's a ques-
tion a lot of people ask. Compared
to what?" asked Mr. Murphy. “I
would say we (Avis) are a select
rent-a-car company, getting a very
good class of business. Our renters
are good risks,” he said, unable to
produce any type of actual loss or
claims figures.

Obtaining statistics of any kind
from car-rental agencies is as diffi-
cult as trying to start a car when it's
20 below zero.

According to a 1981 study con-
ducted by Hertz Corp., there are
about 515,000 rental cars nation-
wide, although that figure cannot
be broken down for each company.

A Hertz spokesman said his com-
pany has about 350,000 vehicles
worldwide, including trucks. He
wouldn't release the nationwide
figure and noted the count did not
include vehicles rented through
Hertz franchises.

Avis would release only a figure
of 250,000 automobiles worldwide.
Apgain, this does not include vehi-
cles at franchise locations, which
could account for 20% of Avis’ total.

National’s locations are also
about 80% corporate-owned. One
person estimated National's daily
rental fleet at 49,000 cars nation-
wide, while another offered an es-
timate of between 70,000 and 75,000
cars.

Budget Rent a Car Corp. of Chi-
cago, which is considered to be the
fourth-largest agency, has about
five corporate offices out of 1,800
locations worldwide. A spokeswo-
man said the company owned
about 100,000 vehicles worldwide,
but that was just a guess since most
of the locations are franchises.

“You're not going to go out and
count cars,” said John Britton,
manager of public affairs for Hertz.
“Any company c¢an say anything.”

Not only can the companies ap-
parently say anything, they also

OurWorkers’

the job don
right.

License B-137

Comp Pros get

Call the adjusters you can depend on.

BA

Brown Brothers Adjusters

Home Office: 545 Sansome Street, San Francisco, CA 94111 = (415) 392-2825
TELEX: San Francisco—34-472 » Honolulu—63-4266 * Los Angeles—(7-234

We at Brown Brothers pride ourselves in
maintaining a special knowledge of the workers’
compensation field. Our staff of seasoned adjusters
have been around long enough to know the full
spectrum of workers’ comp coverages, and by
keeping up on the latest state and federal regula-
tions, we stay prepared for any large or unusual
risks. For the kind of prompt, effective service
that gets everybody back on the job sooner, give
the pros a call. And put Brown Brothers on the
job for you.

can nearly charge anything by set-
ting their own rates and fees.

Several risk managers were sur-
prised to learn that collision dam-
age waivers had risen to $5.50 per
day (see story, page 3). They re-
called a fee of only $1 or $2 a few
years ago.

At least one car-rental official
noted the higher initial cost of cars
and higher repair costs have con-
tributed to increased fees and rates.
During the past few years, deduct-
ibles and the fee to waive them
have increased, decreased, then in-
creased again, reflecting the econ-
omy.

If a traveler calls a rental agency
today for quotations on collision
damage waiver and deductible,
clerks will cite figures but note
they could change. This tenuous-
ness is underscored on the rental
agreements, where blank spaces
appear, to be filled in with collision
damage waiver costs and deduct-
ibles at the time of rental.

Some of National’s locations are
involved in an experiment af-
fecting the fees. Mr. Krefall re-
fused to specify how the fees have
been changed but noted an analysis
of the experiment may result in a
change in pricing structure.

Fees and deductibles also differ
from location to location. In Chi-
cago, for instance, National states
there is a $750 deductible that can
be waived for $6 per day. In At-
lanta and San Jose, Calif., Na-
tional's deductible is $500 and the
waiver costs $5.50, while in Tren-
ton, N.J,, it’s a $500 deductible but
only a $3.50 waiver fee.

State insurance officials said
such varying fees could have the
potential for consumer abuse, Some
believe it's time for state legisla-
tures to investigate regulating the
car-rental industry.

How do car-rental companies
fund their various risks?

“It's as diversified as the com-
panies themselves,” said Seth Fai-
son, vp of corporate affairs for
Johnson & Higgins.

“We do it every way you can do
it,” said Mr. Murphy of Avis. “I
don't like to get into details. . .we
have a captive, carrier, retrospec-
tive plans. . .in Europe, local car-
riers. There isn't a way you can
handle liability that we don’t do.”

Most of the larger companies
maintain liability limits of $100,000
for each person and $300,000 per
accident for bodily injury or death
and $25,000 per accident for prop-
erty damage.

Portions of this risk are usually
self-insured or, in a few cases, in-
sured through a captive. Excess in-
surance is common.

Since most of Budget's operations
are franchises, each owner obtains
insurance individually. Control
Risk Corp., an insurance agency
owned by Budget, offers third-
party liability coverage to its fran-
chises, although they still must
shop for collision and comprehen-
sive general liability insurance.

A Hertz spokesman said that
company is self-insured to a point,
but this doesn’t include money
from the collision damage waivers.

“CDW money never gets into in-
surance accounts. It's used to cover
repairs and a portion of break-
downs,” recalls Hugh Rosenbaum,
who used to work in the Hertz's
European division and now is a vp
with Risk Planning Group Inc. in
Darien, Conn.

National also self-insures a por-
tion of its risks, with some funds
handled by The Travelers Insur-
ance Cos., Mr. Krefall says. Na-
tional’s personal accident insurance
(another optional fee for renters) is
underwritten by Old Republic In-
surance Co. in Chicago. =
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Premium volume grows

iINn Free Trade Zone

Continued from page 2
$100,000 or more in premium. And
they reported premium volume of

more than $23.1 million from Class .

I1, or large; hard-to-place risks, -
The top five Free Trade Zone in-
surers generated $19.5 million in

premium during the first six

months of 1982; 45.6% more than
the five leading insurers generated
in the first six months of 1981.

The five licensed insurers with
the largest volume in the Free
Trade Zone in the first half of the
year are:

® United States Fire Insurance
Co., $8.5 million.

® Allstate Insurance Co., $3.9
million.

® General Accident of America
Insurance Co., $3 million.

® New England Reinsurance
Co., $2.6 million.

® Hartford Accident & Indem-
nity Co., $1.4 million.

While many Free Trade Zone in-
surers have reported premium
growth this year, the prospects for
the remainder of 1982 look even
brighter, contends Maurice Cohen,

More: insurer members. would
help, contends Mr. Cohen. “There
aren't enough companies. We're al-
most at the saturation point right
now.”

Mr. Cohen said the zone may at-
tract more members because of leg-
islation that went into effect July 1
that requires all insurers doing
business in New York to-release
additional financial data to the
state, although non-admitted insur-
ers in the Free Trade Zone are not
required: to submit as much infor-
mation.

Some non-admitted insurers; he
contends, may seek Free Trade

Zone livenses because that would |

be less complicated than changing |

their reporting activities. . |
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supervising insurance examiner for |

the New York Insurance Depart-
ment.

With year-end renewals, total |
written premiums in the Free |

Trade Zone could exceed $70 mil-

lion, far surpassing.the $46 million |

in premium registered last year.

Mr. Cohen says that some of the |

growth can be attributed to the fact
that the Free Trade Zone still is rel-
atively new.

Business generated by Free |

Trade. Zone insurers has risen

steadily since its inception. Net pre- .
miums totaled $432,072 after its ini-

tial three months of operation in
1978. In 1979, 78 licensed insurets
generated $13.4 million. In 1980, 84
insurers posted net premiums of
$27.4 million,

Currently, the Free Trade Zone
has 132 licensed insurers, 22 more
than a-year ago. Those insurers can

now write more than 320 different.

types of -exotic risks, Mr. Cohen
5ays.
“The growth,” explains Mr.

Cohen, “is in excess lines business.

The increased premium- volume
figures tell us that excess lines busi-
ness'is being brought back to New
York.

“A lot of that business had been
going elsewhere.”

While a larger membership is
one reason for the zone's volume
growth, broker familiarity with the
zone is another factor. More bro-
kers now understand how: the Free
Trade Zone works and are begin-
ning to use it more, explains Mr.
Cohen.

“The education process is finally
setting in. The brokers have
learned that the Free Trade Zone
can be an effective marketplace,”
he explains,

But while the Free Trade Zone

premium volume and membership

has grown steadily, its results could
be even better, contends Mr.
Cohen.

“It's been growing more slowly
than expected, mainly because the
market has been soft and partly be-
cause of competition.” he says.

“Because of the soft insurance

market, the Free Trade Zone is-

considered to be just another mar-
ket. Things will be better, however,
when the market starts to turn a
little bit. There are signs that that
might be happening sometime
soon.”

It'll take more than a stronger in-
surance market, however, to pro-
Juce the kind of premium growth
Mr. Cohen believes the Free Trade
Zone can produce..

P tf for ?n the ITAA's Producers” Actitm Fund

Avictor

IIAA members m‘ade it happen.
Restrictions on the sale of insurance by bank holding
companies (Title VI of S. 2879) was passed by the U.S.
Congress. A fly-in of nearly 100 IIAA agents,. Associa-
tion ofﬁaals, and key ﬁgures representing a majority of
the nation’s states to Washington, had its effect on the
legislature. Add this to thousands of phone calls made
by Association grassroots members to their Senators,
and you have the ingredients that made it happen.

The IIAA and its members waged a decade-long
battle on Capitol Hill and in state legislatures to pro-
tect the consumer and the interests of the independent
insurance agents. Earlier this summer, the [IAA was
the only agent association to conduct a court fight to
challenge applications of the bank hoidmg companies
to sell insurance.

Big “I” members can be proud of their part in this |
victory. If you are not already a member, why not join
- the over 126,000 members of the [IAA today and help

" makeit happt,n Wirite to: 100 Church Street, New | 5
York, N.Y. 10007. Better still, call toll-free (800) 221-
7917 for full partlculars
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GAN YOU GET
A MEDIGAL OPINION

ON EAGH GLAIM
FROM YOUR INSURER?

With E&E you can! We are the only claims administra-
tor in the country to offer claims-based hospital utili-
zation review by medical professionals.

EXECUTIVE & EMPLOYEE
BENEFIT PLANS, INC.

Pioneers in our field, yesterday and today.

For information in cities not listed
call C. J.Wintersteller at
- (614) 486-7188.

Atlanta: E. A. Hightower (404) 256-2900
Orlendo: Paul Holderbaum (305) 849-6020
Columbus: C. J. Wintersteller (614) 436-7188
Cincinnati: L. S. McCrosky (513) 772-0700
Cleveland: Joseph Kral (216) 886-6800
Dallas: J. M. Bransforc (214) 221-2584

Continued from page 1

cers liability, errors and omissions,
ficuciary liability and fidelity
losses, has not developed losses
warranting a rate increase.

Rates also will stay relatively
constant for errors and omissions
and directors and officers liability
insurance for insurance companies,
medical malpractice for the low-
risk general practicioners Shand,
Mcrahan accepts and excess work-
ers compensation insurance. These
lin2s continue to produce an under-
wr.ting profit.

Mr. Morahan and other Shand,
Morahan officers described their
analysis of the market and their
pricing decisions during an inter-
view that they requested with
Business Insurance on Oct. 8. On
the same day, Shand, Lorahan em-
p-oyees were stuffing envelopes
with letters announcing price in-
creases to the company’s 400 major
producers at about 100 brokerages.

“As we move into the last quarter
of 11982, we have decided that we
must begin an upward adjustment
in our pricing structure of profes-
sional liability and casualty
classes,” Mr. Morahan says in his
lettzr. “As a leading underwriter in
certain lines, we feel it is our re-
sponsibility to take action now in
ordzr to insure future continuity of

"“Vision Service

refreshing experience in these days of in-
efficient vision benefit delivery systems.
Many carriers talk cbout cost control. The
VSP system in actual practice won't toler-
ate anything else.”

i

Christopher R. Mykrantz, Manager
Corporate Group Insurance Administration
American Motors Corporation

Vision Service Flan — We're the old-
est, largest underwriter of quality
visicn care ia the country. We're
non-profit. We control your em-
ployees’' cut-of-pocket expen-

Plan has proven to be a

our product lines.”

The exact rate increases are still
being fine-tuned and will be filed
with state insurance departments
later this month on behalf of the
admitted insurers Shand, Morahan
represents. Its lead admitted mar-
ket is General Accident Insurance
Co. of America. Other admitted
markets include American Bankers
Insurance Co. of Florida, Utica Mu-
tual on the PIA program and Insur-
ance Co. of Evanston, which is part
of the Evanston Insurance Group
that is 52% owned by Shand, Mora-
han.

Rates for policies in the affected
lines, which are written on a sur-
plus lines basis, including all prod-
uct liability insurance, are being
raised now on renewal. The major
surplus lines company used by
Shand, Morahan is Evanston Insur-
ance Co., also part of the Evanston
Insurance Group. Other surplus
lines companies represented in-
clude Mutual Fire Marine & Inland
Insurance Co. and Lloyd’s of Lon-
don on a limited basis.

Executives at Shand, Morahan
appear confident that they can
raise rates without losing a large
market share. “If we do it intelli-
gently, we can retain 85% to 90% of
the business,” Mr. Morahan said.

Shand, Morahan's strategy in-
cludes seeking brokers’ support,
going public with the rate increases
and taking a very selective ap-
proach to raising rates using the ac-
tuarial data bank of sub-class statis-
tics that it has compiled on its ac-
counts.

“The competition can follow us,
go down or stay the same,” ob-
served Joseph H. Bixler, vp in
charge of the actuarial department
at Shand, Morahan, which is devel-
oping the new rates. “But we feel
time is not on their side at the cur-
rent rate levels. We think the cash-
flow days are over on these lines.”

Shand, Morahan hikes rates
for professional liability covers

To successfully rate risks on a
cash-flow basis by taking invest-
ment income into account requires
underwriters to accurately predict
the future rate of return, future
losses and how quickly the losses
will be paid. “There are wild fluc-
tuations in these lines,” Mr. Bixler
noted, making such success elusive.

Shand, Morahan believes its
competitors must be suffering the
same increasing losses and should
be equally opposed to underwriting
professional liability insurance on a
cash-flow basis.

Given the falling operating re-
sults of so many insurance com-
panies, Shand, Morahan also does
not expect new competitors to step
into its marketplace.

Even if some competitors offer
lower rates, “I believe brokers will
tell their clients it would be a mis-
take to move for a cheaper price,”
Mr. Morahan said.' “We're hoping
the brokerage community and in-
sureds will be interested-in conti-
nuity.”

“We are hoping our selective ap-
proach will minimize the loss,”
added Mr. Bixler.

The picture that emerged this
summer in Shand, Morahan's an-
nual review of its business—in-
cluding claims severity, claims fre-
quency and payout patterns—con-
vinced the company rates had to go
up, Mr. Morahan said.

In general, losses have been in-
creasing for the past five years
while rates today are at 1977 or
1978 levels.

Claims against the 80,000 lawyers
Shand, Morahan insures have been
increasing 19% in number and 7%
in cost per year for the last five
years, while rates have fallen to
1977 levels, according to statistics
provided by Mr. Bixler.

Law firms with fewer than 11
lawyers have produced a loss ratio

Continued on facing pege
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ses. We assure patients free
choice in selection of doctors.
Plus, we handle all the
paperwork from an admin-
istrative office near you.

Vision
Service
Plan

The specialists in high quality.
cost-control vision care:benefits, |
with administrative offices nationwide.

VSP Mational Association Headquarters
200 South Hanley Street ® Suite 509 @ St. Louis, Missour: 63105 @ |-800-325-8499

for the insurance
industry,

1t’s the

““No Risk’ State.

Our well-regarded general corporate
code, our progressive insurance code
and our established history of
favorable regulation and taxation of
the insurance industry make Delaware
the outstanding choice for location.

@ Litra modern insurance code.

e Corporation laws and a Court of
Chancery nationally recognized for
fairness and excellence,

@ Never more than a 2% premium tax with
no ad-ons for insurers.

@ Within 300 miles of 1/3 of the nation's
population and income.

Industry leaders such as -American Life Insurance, Continental American
and Insurance Company of North"America live in Delaware and they like it!

Find out more about our "no risk” State. Write for literature.

WHY NOT DELAWARE COMMITTEE

900 Philadelphia Pike/Wilmington, Delaware 19809

Douglas Jetter, Sr., CLU. Chairman
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nearly three times that of large law
firms, Mr. Bixler noted, while
plaintiffs’ attorneys handling
pbodily injury cases produce losses
50% worse than other specialists.

Mr. Morahan attributes the fall-
ing rates charged lawyers to a cor-
rection of excessive rate hikes in
the mid-1970s and more competi-
lion.

“There was an overcorrection in
rates in the mid-1970s for lawyers,”
Mr. Morahan concedes. When suits
filed against lawyers started to in-
crease, underwriters raised rates in
anticipation of the same claims ex-
plosion they saw in medical mal-
practice. But then the frequency of
claims leveled off and rates started
to come down.

“Then, more insurers came in so
rates came down more,” Mr. Mora-
han said.

Among the architects and engi-
neers Shand, Morahan insures,
claims frequency has increased 4%
per year and claims serverity has
increased 7% per year while rates
are at 1978 levels. Among the dozen
disciplines, structural engineers are
reporting claims producing losses
50% worse than the average.

Shand, Morahan has broken
down Ioss history for its insured
agents and brokers by size of firm.
The 55,000 agents in small firms in-
sured, which include the PIA poli-
cyholders, have been reporting 7%
more claims each year and the se-
verity of losses has increased 20%
pEer year.

The 600 large brokerage firms
insured that employ about 10,000
agents have been reporting 12%
more claims each year that are
costing 10% more per year. The
large brokers insured include na-
tional retail brokers, surplus lines
agencies and managing general
agents.

The 70,000 Realtors insured by
Shand, Morahan have reported
claims increasing in frequency by
17% per year and increasing in se-
verity by 9% per year.

The product liability policies un-
derwritten by Shand, IMorahan,
which represent only about 5% of
its business, have been producing
bigger losses, too—up 11% per year
in frequency and 25% per year in
severity.

Shand, Morahan’s markets have
not pushed for the rate increases,
Mr. Morahan said, but are relying
on their underwriting manager’s
judgment.

“The general market may be
waiting for that pressure,” ob-
served Vp Don Brayer.

Added Mr. Bixler, “A lot of the
competition is not as well-advised
of what is coming as we are.” ]

OSHA repeals
gas-pump rule

WASHINGTON—The Occupa-
tional Health and Safety Adminis-
tration has repealed its ban on
latches that allow gasoline purmps
to flow freely at self-service sta-
tions.

The National Fire Protection
Assn. found that customers often
resorted to makeshift prop-open
devices for gas nozzles and deter-
mined that this posed a greater
danger of spillage than an ap-
proved latch device.

Gasoline spills could result in
fire or explosion, threatening the
safety of service station attendants
and customers. No incidents of in-
jury involving the use of approved
latch-open devices have been re-
ported to OSHA since the rule was
revoked last month.

“Public comments strongly sup-
ported our proposal,” said OSHA
chief Thorne G. Auchter. “This
OSHA rule has been a nuisance to
millions of American motorists, un-
necessary to employee safety and
even potentially dangerous.” "

( info

)

® “The Social Security System:
What Rezlly Lies Ahead” is a re-
port by Alexander & Alexander
Services Inc. Based on the long-
term finzncial forecast of futurist
and actuary Geoffrey N. Calvert,
thls studs provides a 75-year cost
rojection for the future of the So-
cla Security system. For a free
copy, wr:te the Public Relations
Department, Alexander & Alex-
ander Services Inc,, 1211 Ave. of
the Americas, New York, N.Y.
10036,

® ARMAC Inc. offers medical
and vocational rehabilitation
services in New York, New Jersey,
Delaware and Pennsylvania. For a
descriptive brochure, write
ARMAC Headquarters, Box 239,
Beverly, N.J. 08010.

® A krochure describing the

safety and security products of
3M Co. is available free by writing
3M, Department 14, Box 4039, St.
Paul, Minn. 55104.

¢ “Limited Self-Funding Pro-
grams” is the name of a brochure
from Technical Benefit Adminis-
trators that explains the concept of
limited self-funding as well as the
services offered by the company.
For a free copy, write Robert N.
Munao, Technical Benefit Admin-
istrators, One Paragon Drive, Suite
220, Montvale, N.J. 07645,

® A team of safety engineers,
hygienists and consultants at VTR
Lab have developed a series of in-
dustrial training programs. For
a free catalog describing the pro-
grams, which range from new-
worker orientation to health haz-
ard awareness to drug/alcohol

abuse, write VTR Lab, 1188 Grove,
Suite B, Anaheim, Calif. 92806.

@ A guide to industrial fire
protection is available from Ansul
Fire Protection. The pocket-size
booklet covers classifications of
fire, elements of fire extinguish-
ment, the extinguisher rating sys-
tem, extinguishing equipment and
agents, fire suppression systems
and Ansul distributor services. For
a free copy of the guide, write Mar-
keting Services, Ansul Fire Protec-
tion, One Stanton St., Marinette,
Wis. 54143.

@ The Certified Financial Plan-
ner is a portfolio designed to
keep insurance documents in
order by consolidating information
on all policies—group life/health,
disability, umbrella, property/casu-
alty—for quick reference and re-
view. This planner also has forms
for pension and profit-sharing in-
vestments and budget preparation.
The 20-page planner is available

for $6 and may be ordered by writ-
ing: Sy Wasserman, Certified Fi-
nancial Planner, 40 Bluebird Lane,
Plainview, N.Y. 11803.

® For a selection of security
publications, including books on
alarms, closed-circuit television, se-
curity administration, investigation,
retail security, computer crime and
fire protection, send for a free cata-
log from Butterworth Inc. Wrize
Butterworth Inec., 10 Tower Office
Park, Woburn, Mass. 01801.

e
Have a new report, booklet or promo-
tional brochure you'd like to send to
buyers of insurance? Business Insur-
ance will describe material costing
less than $20 as an editorial service in
the weekly Info for Buyers column.
Simply send us a short description of
the material to be offered, along with
the cost and a mailing address. Ad-
dress all contributions to Info for
Buyers, Business Insurance, 740 N.
Rush St., Chicago, 1. 60611.

| The Bl Employee Benefits Communication Conference is a valuable in-
! vestment of your time and dollars that makes sense for your company
i and for you as a benefits professional.

In today’s economic climate, corporations are particularly sensitive to the
{ costs of benefits and are concerned about more efficient ways to com-

_business
insuranece

presents
an important conference
dealing with
a critical corporate issue

THE DOLLARS & SENSE
OF COMMUNICATING .
EMPLOYEE BENEFITS

November 1 and 2
The Knickerbocker Hotel, Chicago

municate these to the employee population.

tom-line.

J This conference goes to the core of the problem faced by every benefits
1 from large communication staffs to one-person opera-

professional . . .

| | tions, from outside suppliers to in-house preparation . ..
N without sacrificing the effectiveness of your communication efforts.

| AGENDA

| Better targeting of communication, clearer understanding and efficient
utilization of benefits can have a positive result on your company’s bot:

B Sessions and speakers have been selected to help you meet this chal-
| lenge. General sessions will focus on: i
e Budgeting for Benefits
® Reading Employee Needs To Save Time & Money

® Getting Employees To Listen & Act
® Using Audio-Visuals

‘ e Getting Employees To Share The Cost & Responsibility
i ¢ What Makes A Winning Communication Program
i ’ .

Concurrent sessions afford you the opportunity to zero in on specific
problems. You can attend all three of the smaller work groups dealing

with:

. ® Communicating On Your Own
e Personalizing Benefits
® Pre-Retirement Planning

cutting costs

EBC Awards.

available.

Department

Call:

One of the highlights of this conference in-
cludes the presentation of the 10th annual
You will also have the
chance to view some of the communica-
tion programs submitted for this Competi-
tion that will be displayed in the EBC Gal-
lery. And the Benefits Literature Gallery
makes it possible for you to collect some of
the latest benefits industry information

REGISTRATION

The cost is $475. A 10% discount is of-
fered to additional registrants from the
same company. The fee includes sessions,
workbook and educational materials, one
breakfast, lunches, coffee breaks, cocktail
reception and the EBC Awards dinner.
Payment required with registration.

Special hotel rates and discount airfares
will be made available to all registrants.

For program details, registration forms,
hotel and flight information write to:
The Communication Services

BUSINESS INSURANCE
220 East 42nd Street, New York 10017

Ann Vazquez at 212/210-0137 or _
Beth Levine at 210-0229
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Judge says Hallmark, CU should pay claims

Continued from page 1

Commercial Union wrote a $1
million primary general liability
policy and a $10 million first ex-
cess-layer policy for Hall-
mark/Crown Center. It has main-
tained its policies and the balance
of insurance totaling $101 million
for Hallmark is excess of Hyatt's
$201 million in coverage.

Hyatt’s first excess insurer,
Northbrook Excess & Surplus In-
surance Co., argues the reverse, or
at the very least that the two lines
should contribute together on a
pro-rata basis. Northbrook wrote a
$25 million excess policy on top of a
$1 million primary policy written
by Occidental Fire & Casualty Co.
of North Carolina.

Judge O'’Leary, in essence,
adopts Northbrook's latter position
on sharing claims payments on a
pro-rata basis. He described this as
the “most reasonable and equitable
way to resolve” conflicting and
competing language contained in a
total of 25 insurance policies in-
volved in the dispute.

The judge does not say in his
opinion how he decided North-
brook would pay two-thirds and
Commercial Union one-third. Most
lawyers familiar with the case
speculate that Judge O’Leary took
into consideration the 2-1 ratio of
the overall limits of the Hyatt and
Hallmark lines—$201 million vs.
$101 million.

“The court is bound to look at the
language of the contracts in con-

struing the obligations of the par-
ties,” Judge O'Leary said.

He said an Aug. 31 ruling of the
Missouri Supreme Court in Robin
vs. Blue Cross Hospital, etc., estab-
lishes the principle that a court
should look only at the policy lan-
guage and not at other documents
when considering a coverage dis-
pute of a particular “sort.”

That “sort,” the judge said, is
when the insurance buyer is a full
negotiating partner with the in-
surer on the terms of the policy—
that the policy is not offered in
“take-it-or-leave-it” terms.

“The language in use by the (in-
surance) industry and the state-
ments made in their contracts of in-
surance cannot be allowed to
become so mysterious and unintel-
ligible so as to require evidence of
‘intent,” ‘expectancy,’ ‘meeting of
the minds of professionals’ and the
like on even the most basic issues of
coverage,” Judge O'Leary writes.

“Otherwise, the business be-
comes so complex and complicated
as to be a morass from which it be-
comes impossible for reasonable
people to ever interpret or make
any judgments about coverage
without endless litigation,” he con-
tinues.

The judge thus rejects for now
Marsh & McLennan's and Com-
mercial Union’s argument that
Hallmark's entire line of insurance
was basically intended for con-
struction-related and owner risks
and is excess of Hyatt’s $201 million

in insurance, which M&M says was
primarily intended to cover hotel
operational risks.

However, an M&M attorney did
not indicate any displeasure with
Judge O'Leary’s opinion.

“Obviously, we're gratified that
our clients were adjudicated to be
insured as we told them they were
(as additional insureds on each
others’ policies),” said Anthony
Lynch, an associate general counsel
at M&M in New York.

Marsh & McLennar. is broker for
both Hallmark/Crown Center and
Hyatt. Court documents reveal
that, at M&M's request, Oceidental
drew up an endorsement to its $1
million primary Hyatt policy after
the July 17, 1981, skywalk collapse,
retroactively adding Hall-
mark/Crown Center as additional
insureds.

The endorsement was executed
July 20, three days after the col-
lapse, even though Hallmark had
received a certificate of insurance
from M&M listing it as insured by
Occidental months earlier. M&M
had authority to issue certificates
on Occidental’s behalf.

Lawyers involved in the litiga-
tion generally agree that the ruling
does not specifically order CU to
pay any claims, although it con-
cludes the insurer has an obligation
to do so.

They said the next step would
probably be for Hyatt, which has
asked CU to indemnify it, to renew
its demands to CU and then seek

court sanctions against CU if it ref-
uses to pay.

Even if a court eventually were
to order CU to indemnify North-
brook, Judge O'Leary’s decision is
not a clear victory for Northbrook.

Although it has already paid to
the limits of its $25 million excess
policy, Northbrook must resume, at
least temporarily, sharing up to
$100,000 a month in legal fees for
Hallmark/Crown Center and Hyatt.
Northbrook attorneys at Isham,
Lincoln & Beale in Chicago decline
to discuss this point in detail, ap-
parently because of some ambiguity
in Judge O'Leary’s findings on the
duty-to-defend question.

In one portion of his ruling, the
judge orders that CU’s and North-
brook’s obligation to defend Hall-
mark/Crown Center “is not limited
by the exhaustion of the applicable
policy limits.”

At another point, the opinion
finds that Northbrook and CU
“must defend all the insureds on an
unlimited basis."

Attorneys reacting to the opinion
differ on what the judge means by
“unlimited” or “not limited” by the
policy limits.

They ask: Does this mean North-
brook and CU must pay defense
costs even when claims payments
are being handled by insurers
above them? Some of the excess in-
surers issued indemnity-only poli-
cies and disclaim any responsibility
for legal costs.

In Northbrook’s case, Baccala &
Shoop Insurance Services, which is

underwriting manager for a trio of
insurers that wrote a $25 million
policy excess of $26 million, is now
paying claims and defending Hyatt
and Hallmark since Northbrook
reached its $25 million limit.

Another key finding by Judge
O’Leary involves other insurance
clauses in insurance policies. He
said if the other insurance
clauses contained in most of the 25
policies involved in the skywalk
case were applied literally, they
would exclude any coverage for
anyone since each insurer would
point the finger at the “other”
available insurance.

Such a situation, he ruled, re-
quires the court to declare such
clauses invalid and to work out an
equitable contribution scheme
among insurers.

“The problem of overlapping
insurance is compounded here be-
cause all of the policies, either by
direct language or by adoption of
the underlying insurance language,
have other insurance clauses,” the
judge says.

“Here, the parties were sophisti-
cated experts with outstanding
backgrounds in insurance prob-
lems,” he adds earlier in the opin-
ion. “Yet, the policies contain the
same old basic language as to other
insurance.”

Judge O’Leary’s decision con-
tains at least three clear messages
for risk managers handling pro-
grams with multiple insureds:

Continued on facing page
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classified advertising

Rates: Display classified is $60.00 per column inch, minimum of one inch.
Straight classified is $5.50 per line, minimum of 5lines. Count 34 characters
per line (include each space and punctuation as a character). Additional

$11.00 charge for blind box ads. Responses to blind box ads must fit into

RATES AND CLOSING TIME:

business size envelope. Responses are forwarded daily.

5340.

Mail ads to: Emily Webb, C

Closing: Published every Monday. Copy must be in written form by noon
Tuesday, 6 days preceeding dpublishing date. No verbal fhcme c‘f:f ac-
cepted. Prepayment required. d gv

tising, 740 N. Rush St., Chicago, IL 60611. For more information call 312-649-

assifie er-

New York brokerage firm seeks
aggressive, take-charge indi-
vidual with a minimum 10 years'
commercial underwriting experi-
ence to manage busy commercial
unit and desk. Must have thor-
ough knowledge of coverages
and markets. We offer lots of hard
work, plenty of room to grow and
an excellent benefits package. Sal-

MARKETING REP
Immediate opening-Den-
tal Company-Anchorage,
Alaska. Experience re-
quired in insurance and
marketing. Salary DOE.
Benefits. Send resume to:

Business insurance

Circulation
Breakdown®

Commercial Consumers

Adminlstrative Management:
owners, presidents,
vps, etc.

Financial Management:
chief financial officers,
vps of finance, secretaries,
treasurers, etc.

Insurance Management:
vps, directors, managers of
Insurance, risk, benefits,

8,497

8,634

compensation, safety,

security, etc. 5048
Government, Associations,

Uniens, Educational

Institutions 1,004
Commercial Consumers

Sub-total
Insurance Agents

& Brokers 9,629
Insurance Cos. 4,944
Financial Institutions 314
Actuaries, Attorneys,

Adjusters, Appraisers

& Consultants 2,408
Others ailled to the field 854
TOTAL 41,232

*Source; Business/Occupational
breakdown of qualified circulation,
May 3, 1982 issue, as submitied to
BPA for June 1982, BPA Publisher's
Statement.

ary commensurate with experi- f

ence. Send resume to Jay Lj:;ry J.R. Robinson

Amalgamated Programs Corp., Box 4-787

161 William St., N.Y., N.Y., 10038, Anchorage, Alaska 99509
THE CHALLENGE OF
THE LUMBAR SPINE

An intensive course designed
to clarify the confusion of low
back pain—diagnosis, conserva-
tive care, manipulation, surgery
and the industrial back dilemma.
December 8-10, 1882 in San
Francisco, California.

Sponsor:
St. Mary's Spine Center
San Francisco, California

Information:
Challenge of the Lumbar Spine,
Inc.

Tiburon, CA 94920
(415) 435-5867

Claim Manager/Loss Analyst

Major brokerage firm in
North New Jersey area is in
need of a claims manager.
Must be experienced in
company reserve negotia-
tions and self insurance pro-
grams. Please send resume
with current salary require-
ments to:

D.F. McLaughlin, Jr.
Resident Vice President
James S. Kemper & Co.

374 Millburn Ave.
PO Box 1007
Millburn, NJ 07041

Account Executive

Major brokerage - firm in
North New Jersey area is in
need of a commercial ac-
count executive with a heavy
casJalty background.
Emphasis on selt insurance
programs a necessity. Please
send resume with current
salary requirements to:

D.F. McLaughlin, Jr.
Resldent Vice President
James S. Kemper & Co.

374 Millburn Ave.
PO Box 1007
Millburn, NJ 07041

For a

Concise
and

331 Blackfield Drive
Logical
f\pproach
Risk
Management
Recruiting

LASIC

Associates, Inc.
170 Broadway

L New York, N.Y. 10038
|\ (212) 227-8000 )

SALES
MANAGER

You can put your many abilities into one excellent op-
portunity if you hold a Marketing degree, have man-
agement and production experience, and know all
phases of property and casuyalty insurance.

We seek a mature person who can plan, organize data
and evaluate results and motivate, recruit, train and
handle business promotions. Multiple locations in-
volves considerable travel in the southeast. Benefits
and compensation are excellent. For prompt consid-
eration, please send your resume to:

P.O. Box 56829
Dept. CD10-68
Atlanta, Georgia 30343

Equal Opportunity Employer

Insurance/data processing, supar op-
portunity for project managers familiar
with agency and reinsurance inter-
mediary premium and information pro-
cessing. Microdata, Ultimate, Pick
operating system knowladge helpful.
To take charge of unique wholly in-
tegrated software development.

Box 397, BUSINESS INSURANCE
740 Rush 31, Chicago, lll. 60611

RISK MANAGER—
POSITION WANTED
So. Calif. 7 years corporate RM
experience—Fortune 600 Mfr. &
Re. Dev. CPCU in process. RIMS
member 6 years—last 2 as of-
ficer.
Bus.—(714) 851-9542
Home—(714) 847-2324

pabilities!

CREATIVE

portunities are exceptional.

your resume or call:

An Equal Opportunity Employer M/F

e ———
AT BLUE CROSS BLUE SHIELD

GROUP UNDERWRITING IS...
CHALLENGING

Blue Cross Blue Shield is moving in a new direction and pur-
suing new dimensions within our industry. We are developing
unique health plans for increasingly larger and more complex
accounts. As an underwriter in this challenging environment,
you will be able to maximize your underwriting talents and ca-

Utilizing the most sophisticated statistical data banks avail-
able anywhere, and working along with our Marketing staff,
§ youwill use your judgment and skill to design custom-tailored
health, dental, life and disability packages that best suit the
special needs of each client.

FULL OF POTENTIAL

As a company with an eye on the future, BCBS offers you
room to grow. Our firm support of continuing education will
enable you to develop professionally. Our promotional op-

If you have a minimum 2-3 years Group Health and Life un-
derwriting experience as well as a Bachelor's degree, you owe
it to yourself to explore our opportunities for recognition and
advancement, our benefits and relocation assistance. Send

B. Lankton
938-6196 or 938-6344

Blue Cross Blue Shield
233 N. Michigan Ave., 12th Floor
Chicago, IL 60601
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@ Don’t depend on anything ex-
cept the insurance policies them-
selves for guidance on what’ your
roverage includes,

If your coverage overlaps with
that of another business partner
and the policies contain conflicting
language, iron out the conflicts
through endorsements.

Otherwise, you can count on a
court doing it for you after a major
loss, and it may not do rule in your
favor.

In the skywalk collapse case,
Hyatt and Hallmark apparently
came out all right because all
claims will be covered by some in-
SUrer.

® Don’t assume that a retained
limit and excess policy will be
ireated as such. Judge O'Leary
notes that the first Commercial
Union policy with a $1 million limit
contained language specifying that
it is “excess insurance, applicable
axcess of the retained limit” of
$100,000.

The judge says this language
“amounts to nothing more than a
deductible, and does not make the
policy excess.” On this basis, Judge
O'Leary concludes, CU’s claim that
its $1 million policy is excess of the
entire $201 million Hyatt line is in-
valid.

® Make sure your policy makes
a written distinction between
“named insureds” and “additional
insureds” unless you want coverage
to apply equally to both. Some ex-
perts contend that a policy may be
written to confer different levels of
roverage for each.

They argue that an “additional
insured” is only covered for liabil-
ity that flows from the actions of
the named insured—so-called de-
rivative liability—-and is not cov-
ered for its own acts.

Judge O’Leary in the opinion
finds that there is no distinction
unless the policy specifically pro-
vides one and that it is immaterial
whether the claim of an injured
third person is one of primary or
secondary liability.

“The contention that an addi-
tional insured is covered only for
derivative liability which is made
by Northbrook is rejected,” he says.
“The cases clearly hold that an ad-
ditional insured is entitled to cover-
age for liability arising out of his
own negligence.

“ ..Thus, each additional in-
sured is insured for liability in-
curred in a covered occurrence no
matter who was at fault in causing
the harm,” Judge O’Leary says
Jater in the opinion.

“The effect of this rule is that the
insurer must deal fairly with both
insureds and cannot prefer its
named insured over the additional
insured.”

This aspect may become signifi-
cant in the skywalks case where
collapse victims have sued Hyatt,
Hallmark and various other enti-
ties involved in the construction of
the hotel.

The judge’s ruling suggests that
if a jury finds Hyatt and/or Hall-
mark liable for damages, it may not
matter whether the liability is de-
rivative because the insurance
must still cover resulting judg-
ments.

Judge O'Leary’s ruling came in a
case brought last Oct. 9 by Hyatt
seeking a legal declaration of its in-
surance coverage.

Hyatt filed the case because it
wasn't sure whether Hall-
mark/Crown Center’s liability in-
surance policy included it as an ad-
ditional insured.

On March 23, Northbrook asked
Judge O’Leary for a summary, or
expedited, judgment on the ques-
tion. That request was .followed
May 27 by a similar petition from
Hallmark seeking clarification of
its coverage.

The judge ruled on both requests
simultaneously. (]

Asbestos issue before court again

Continued from page 2
claims.

The high court has turned down,
without stating a reason, three re-
quests to decide the coverage ques-
tion.

In December 1981, it refused to
hear INA vs. Forty-Eight Insula-
tions Inc. and Porter vs. American
Optical Corp., two cases coming out

of the 5th and 6th judicial circuits .

that upheld the exposure theory
(BI, Dec. 14, 1981).

Last March, the court declined to
consider Keene Corp. vs. INA, a
District of Columbia Court of Ap-
peals decision that said insurers
were liable from the time of expo-
sure to asbestos through manifesta-
tion of the disease, also known as
tl‘;)e triple-trigger theory (BI, March
13).
However, the court could change
its mind because of recent develop-
ments in asbestos litigation, said
Mr. Herman of the New York law
firm of Standard, Weisberg, Heck-
erling & Rosow.

Among them are the recent reor-

ganization petitions filed by Man-
ville Corp. and UNR Industries Inc.,
which stemmed from the thousands
of lawsuits brought against the com-
panies by victims of asbestos-related
diseases (BI, Sept. 6).

Those events “will have to have
an effect” on the Supreme Court’s
consideration of the issue, Mr. Her-
man said. ..

Moreover, the Eagle-Picher deci-
sion has increased the conflict
among the judicial circuits con-
cerning proper approach in inter-
preting insurance contracts.
“There’s greater confusion now
than ever,” Mr. Herman said.

The court may also hear the case,
he added, since three justices voted
to consider the Keene decision ear-
lier this year. Only four votes are
needed for review to be granted.

None of the justices voted to hear
the INA vs, Forty-Eight Insulations
and Porter vs. American Optical
petitions.

The Froude defendants argue
that exposure is the correct asbestos
coverage theory and that the lower

Airline’s luggage liability increased.

WASHINGTON—The Civil Aer-
conautics Board has increased air-
lines’ liability for lost, damaged or
delayed luggage to $1,000 from
$750.

A spokesman for the board said it
increased the liability limit on a 4-1
vote to account for inflation since

the liability level was last raised in
1977.

Board member George Dalley
voted against the proposal, the
CAB spokesman said, ause Mr.
Dalley said he didn’t believe that
an increase in the limit was neces-
sary, (]

courts in the Eagle-Picher case
misconstrued the evidence pre-
sented, Mr. Herman said.

He acknowledged there is a risk
involved in having the Supreme
Court review the issue since a
high-court decision could make the
manifestation theory the law of the
land.

But Mr. Herman added that
many of the parties just want a res-
olution of the coverage question.
“Lots of people want to see the
issue resolved once and for all.”

However, “the worst would be if
the court accepted a Keene ap-
proach,” he said. “Then, I cut my
wrists.”

American Motorists Insurance
Co., part of the Kemper Group, is
also a party in the Eagle-Picher
case and also espouses the exposure
theory.

While American Motorists is not
seeking Supreme Court review of
the case, an attorney for the com-
pany said that the court might well
hear the case since the Eagle-
Picher decision has created more
conflict among the federal judicial
circuits, :

“If you accept the concept of una-
nimity among the circuits, it is ripe
for the Supreme Court to grant cer-
tiorari in the Eagle-Picher case,”
said Frank A. Smith III of the Bos-
ton firm of Herlihy & O'Brien.

An attorney for Eagle-Picher
said the company was also consid-
ering whether to file a petition for

a writ of certiorari but that no final
decision has been made.

Eagle-Picher originally sought a
manifestation approach at the trial
court level, but it switched to the
broader Keene theory before the
appellate court.

The Cincinnati-based company
recently filed another suit in Wash-
ington against certain members of
the London market and other ex-
cess insurers seeking a Keene in-
terpretation, according to Mr. Her-
man, who added that his clients
have sought a motion to dismiss
that suit.

Eagle-Picher had no product lia-
bility coverage prior to 1968. Liberty
Mutual was its primary insurer from
1968 through 1978 with limits rang-
ing from less than $500,000 to ap-
proximately $2.5 million.

From June 1973 through 1978,
Eagle-Picher also purchased excess
insurance from American Motorists
and the Froude defendants. [

disastrous.

approaches.

Are you an oil and gas company
executive who must purchase

well control insurance? Are you
an insurance executive who must
provide your client with the best -
coverage for. the money? The
wrong decision could be

Blowouts!

Blowouts: Well Control Insurance and Risk Management is the first manual of its
kind anywhere and is available to you from British American Corporation. This easy-
to-read manual offers the insurance industry the premier opportunity to learn about
well control insurance and risk management directly from experts. Blowouts contains
over 300 pages of text and illustrations which explain cost-saving techniques,
including more than 50 coverage interpretaions. The manual discusses in detail the
options available in well control insurance today, as well as insurance for other oil and
gas operations. This handy desk reference also explains in non-technical language the
basics of oil and gas drilling and the potentials for blowouts.

Other topics covered in depth are the impact of industry contracts, analysis of
insured’s loss bearing capacity, blowout prevention practices, recent court tulings on
the operator’s extra expense policy, specialized endorsements, and underwriting/rating

This indispensable reference guide was written by Douglas B. Owen, ID, MBA,
CPCU. Mr. Owen is president of Arthur L. Owen Company, Inc., a Dallas-based
insurance broker specializing in insurance and risk management programs for oil, gas
and petrochemical companies worldwide. He is a recognized authority on risk
management and well control insurance and has used his expertise to write
Blowouts: Well Control Insurance and Risk Management.
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High court

will decide
pension case

Continued from page 2

high court noted while women as a
class outlive men, there is no guar-
antee that an individual woman
will outlive a mar..

The statute’s focus on the indi-
vidual is unambiguous, wrote Jus-
tice John Paul Stevens in the 1978
Manhart decision (BI, May 15,
=978). “Even a true generalization
about the class is an insufficient
reason for disqualifying an individ-
ual to whom the generalization
does not apply.”

But the state of Arizona says the
Manhart decision does not apply in
Ms. Norris’ case. Unlike Manhart,
in which the employer required
women to contribute more, the
state says insurers are responsible
for the payment of different annui-
ties based on sex.

“All insurance companies avail-
able to contract with Arizona used
sex-based mortality "tables. . . .Al-
though the plaintiff brought her
complaint against Arizona as her
employer, her complaint really
challenges the practices of the non-
party, independent insurance ‘car-

.riers,” the state of Arizona argued
in its petition to the Supreme
Court.

“If employers are held liable for
the practices of the insurance in-
dustry, then many employers
will. . .cease to offer life annuities
to their employees,” the state
added.

Although the response filed with
tae high court by Ms. Norris' at-
torneys concedes that the Civil
Rights Act applies to the employer-
worker relationship, it also notes
that the Supreme Court said in the
Manhart case that an employer
cannot avoid its responsibilities by
delegating discriminatory pro-
grams to others. [

Langheld to handle benefits for Continental
(  comings & goings: buyers )

John L. Langheld, 43, was pro-
moted to vp of human resources for
Continental Insurance Cos. in Pi-
scataway, N.J., a subsidiary of Con-
tinental Corp. of New York. Mr.
Langheld will oversee all human
resourses functions for Continen-
tal, including the company's em-
ployee benefits program.

He joined the corporation in 1974
as .assistant director of personnel
for Continental Data Center in
Naptune, N.J. He was promoted to
director of human resources in 1976
and named assistant vp of human
resources in 1980.

Mr. Langheld received a bache-
lor of arts degree from Montclair,
N.J., State College. He replaces Vic
Vogel, now corporate vp of human
resources for Continental Corp., to
waom he reports.

* ¥ ¥

James C. Farrell, 45, is vp of in-
surance, a new position, at New-
park Resources Inc. in New Or-
leans.

Mr. Farrell will formulate and
supervise the company’s insurance
plans, group employee benefit
plans and loss-control program.

He has been with the company
for 2% years, most recently as prasi-
dent of Newpark Security, a for-
‘mer insurance division of the com-
pany. He was also vice presiden: of
underwriting at Midcontinent Un-
derwriters in New Orleans, end
held .other underwriting and kro-
kerage positions during his 23 years
in the insurance industry.

Mr. Farrell received his bache-
lor’s degree fromm Holy Cross Col-
lege in Worcester, Mass. He reports
to Frank Deutschman, vp of ad-
ministration.

® ¥ ¥

David E. Shuey, 33, was named
director of insurance and employee
benefits, a new position, at Shared

Traveling workers to get care

Centinued from page 3

basic benefits, the benefit packages
ofZered by each are not identical.
Some offer their members pre-
scription drugs, dental and vision
ca~e services in addition to the base
benefits.

Each network HMO, like the
non-network HMOs, sets its own
rates for the prepaid services.

However, United does not nego-
tiate rates separately with each

- participating network HMO. In-

stead, it negotiates the entire cost of
the program with Blue Cross/Blue
Shield of Illinois.

BC/BS collects and disperses
premiums and administers the pro-
gram, explains Ms. Head.

“United Airlines or any other
em.ployer joining this system can
realize savings because they don’t
have to worry about the adminis-

tration costs.”

United, however, says it is still
too early to tell how much it might
save.by offering this program. It
does, however, expect some cost-
containment advantages.

United currently spends about
$150 per month to provide employ-
ees with family health coverage.
Using an expanded system of
HMOs, which promotes outpatient
care over more expens:ve inpatient
care, should help control these ccst.

BC/BS of Illinois is seeking other
large employers with traveling em-
ployees, like hotels and motels and
other transportation companies, to
join the network.

“Once you build a prototype pro-
gram,” a Blue Cross official says,
“you can always design a program
to fit almost any employe='s
needs.” B

Assr. Management in Camp Hill,
Pa,, a subsidiary of the Hospital
Assn, of Pennsylvania.

Mr. Shuey will manage the in-
surance programs and services
available to hospitals in the associa-
tion.

Ha= formerly served as a market-
ing representative with Pennsylva-
nia Hospital Irsurance Co., a cap-
tive based in Camp Hill, and also
with Aetna Life & Casualty Co. in
Springfield, I11.

H= has-also been an account rep-
resentative with Christian-Baker
Co. in Camp Hill.

Mr. Shuey received a bachelor of
scier.ce degree in education from
Lock Haven, Pa., State College and
is‘currently studying for the CPCU
and ARM designations.

He reports to D. Patrick Maz-
zolla, the -association’s executive
director.

LR A

Grow Group Inc. in New York
has appointed Richard G. Hol-
combe, 41, as assistant secretary
and corporate risk manager.

M:. Holcombe will handle prop-
erty.’'casualty coverage for the
company and act as a liaison be-
tween ‘corporate management and
divisional submanagement. He'll
also coordinate actions between in-
surers and the zompany’s legal de-
partment.

M:=. Holcombe served in the risk
management department at
Warner Communications Inc. in
New York anc in the claims de-

partment of Greyhound Corp.’s
New York office.

He received a bachelor of sci-
ence degree from Oklahoma State
University in Stillwater, Okla., and
has earned the Associate of Risk
Management designation. He re-
ports to Vp and Treasurer Edward
A. Smolinski.

LB N
James A. Stuart, 57, was elected
vp of risk management at Dynalec-
tron Corp. in McLean, Va. He was
formerly assistant vp of ris<x man-
agement and continues to manage
property/casualty insurance cover-

age for the company.

Mr. Stuart joined Dynalectron in
1960 as an accountant after ~oming
to the United States from his native
Scotland. He was promoted to assis-
tant treasurer in 1963, treasurer in
1971 and assistant vp in 1977.

While in Scotland, he aztended
Aberdeen Business School, and re-
ceived 'a certificate in acccunting
from the School of Accounting in
Glasgow. He also studied insurance
and finance at George Washington
University and American Univer-
sity, both in Washington, D.C., and
at the University of Virg.nia in
Charlottesville.

Mr. Stuart continues to report to
John P. Schelling, senior v of ad-
ministration.

[ ]

We'd like to report on staff changes in
your risk management or eraployee
benefits department. Just drop a note
to Sallie J. Drury, Editorial Assistant,
Business Insurance, 740 N. Rush St.,
Chicago, Jll. 60611, or call 312-649-
5398. We would also like to receive
photographs.
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Insurance industry stocks soared during the
week ending Oct. 12 as the Business insurance
index rose 12.2 points to set a record high of
201.8, up from 189.5. The index’s pravious high,
192.6, was set June 16, 1981. Fifty-one stocks
gained, nine were unchanged and only eight
closed down. The leading gainers were North-
western National Life Insurance Co., 27.1%;
Chubb Corp., 18.9%; Integrated Resources Inc.,
16.8%; Ohio Casualty Corp., 16.8%; and Com-
bined International Corp., 15.7%. The largest
declines were reported by Guif United Corp.,
4%; Corroon & Black Corp., 3.3%; Penncorp Fi-
nancial Inc., 2.2%; Carolina Casualty Insurance
Co., 1.9%; and Zenith National Insurance Corp.,
1.7%.

British Issues
1 Week

12 Oct Price P/E Div. Yield High—Low
Companies pence pence % pencepence
Commi Union 130 137 1686 130 130—123
Eagie Star an 1t 2148 03 321310
GenlAccident 310 15 2321 75 310—298
Gdn RoyelExch 350 89 2500 80 350—-3®
Phoenix 20 112 2400 91 290—24
Royal 428 116 3607 88 42830
Bun Aliance 875 125 6143 78 87584
Brokers
CE Heath 32 99 @B 52 /-6
HoggRebinson 114 88 B85 75 14—
JH Minet 144 120 543 38 146—140
Sedg Grp 2207 118 857 49 27—
StenhouseHidg 102 90 728 74 02— 99
Stow Wrightson 237 85 1857 78 208235
Willis Faber 502 126 2143 43 502481
Source: Philip Olsen/Alan Clifton, Insurance I

Specialists Kitcat & Aitken Stockbrokers,

London

Minet investment not linked
o E/S plans, St. Paul says

By DONNA LEIGH YANISH

HE ST. PAUL Cos. Inc,, which bought
about 20% of a major Lloyd’s of London
broker in July, claims the purchase has noth-
ing to do with its planned expansion in the
domestic excess/surplus lines brokerage

business.

The insurer purchased 19.9% of Minet
Holdings Ltd. for around $40 million “pri-
Boudreau, St. Paul’s treasurer. Management
decided “here is a method to get involved in
equity at the international level,” Mr. Bou-

While claiming the Minet transaction is
solely an investment opportunity, St. Paul
acknowledges
expanding into
excess/surplus
lines broker-

Last June, the insurance holding company,
based in St. Paul, Minn., acquired both John
H. Crowther Co., headquartered in Minneap-
based in Stockton, Calif. St. Paul then
organized them under a new holding com-
pany umbrella called National Insurance

St. Paul said at that time that it plans to
build NIW into a national brokerage net-
work. The combined $65 million in premium
makes NIW the 11th-largest surplus and spe-
cialty lines marketer in the nation, according
to Business Insurance estimates.
efforts in surplus lines marketing by pur-
chasing Dana Roehrig & Associates Inc., a St.
Petersburg, Fla., surplus marketer.
chase in light of other purchases for expan-
sion of surplus lines,” says Doug Leatherdale,
St. Paul’s senior vp for finance and chief fi-

“QOver time,” Mr. Leatherdale adds, “there
may be an opportunity in the future for us to
cooperate (with Minet on business matters)

marily for investment,” stresses James L.

dreau adds,

its interest in

ages with some of its other recent purchases.

olis, and IWest Insurance Managers Inc,,

Wholesalers Inc. (BI, Aug. 9).

volume tallied by Crowther & IWest in 1981
Last month, St. Paul further expanded its
Minet, however, “wasn’t a conscious pur-

nancial officer. “There’s no direct tie-in.”

but that wasn't planned out. There’s nothing

(__ BIticker

)

on the drawing board.”

To date, Minet brokers haven't placed any
business with St. Paul, whose chief subsidi-
ary, St. Paul Fire & Marine Insurance Co.
Inc., reported $1.5 billion in premium volume
last year, with $14.5 million of that volume
coming from excess/surplus brokers.

Minet not only did not have a business re-
lationship with St.-Paul prior to the insurer's
investment, but the two managements ap-
parently had virtually no communication at
all

The London broker was only informed by
St. Paul of its intentions on the day it pur-
chased its first chunk of the Lloyd’s broker
on June 30, notes Brian Chapple, Minet's
group finance director. St. Paul finished the
transaction on July 9.

“We were surprised,” Mr. Chapple notes.
“There was speculation” that someone would
buy a block of Minet stock, “but St. Paul's
name wasn't mentioned.”

Since the purchase, the two managements
have “established a link” but only that which
usually exists between a majority stockholder
and its investment, according to Mr. Chapple.
“St. Paul's senior management has been in
touch but only to say what they've said pub-
licly.”

St. Paul’s “laconic public statements” have
the securities analysts and market watchers
confused, notes Leonard M. Wilson, a vp at
L.F. Rothschild, Unterberg, Towbin in New
York. “There’s a fair amount of ambiguity”
surrounding the purchase, he adds.

It’s unusual for a company to purchase 20%
of another company without first seeking out
management, Mr. Wilson notes. “St. Paul
really had not attempted to contact Minet
and tell the' management their intentions.”

While those intentions are claimed as in-
vestment-related only, St. Paul may be
thinking of something other than financial
investment.

The industry is at the tail end of the under-
writing cycle, industry watchers say, which
is a good time to make investments in insur-

Bl Industry Stock Report
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Insurance Cos. Prce ®a Chg. PE §Dw.
Aetna Life & Cas Co NYSE 41.643 12.5 6.7 2.52
American Bankers Ins Group oTC 10.50 0.0 7.8 0.48
American Gen Ins Co NYSE 44.38 8.6 6.1 2.2
American Indty Finl Corp ()14 17.00 9.7 13.1 1.12
American Intl Group Inc aTc 80.25 7.4 12.2 0.4i8
Amegrican Natl Ins Co oTC 15.38 9.8 &.5 0.76
American Sts Life Ins Co (314 17.00 4.6 5.4 0.8
Anecs Reins Ltd oTC 2.75 0.0 0.0 0.00
Avemco Corp AMEX 12.63 7.4 7.9 0.54
Banks Iowa Inc oTe 40.00 B.1 7.6 1.48
Bitco Corp oTc 33.50 9.8 5 1.92
Carolina Cas Ins Co oTC 6.63 1.9 6. 0.32
Chubb Corp oTC 50.38 18.9 8. 2.92
Combined Intl Corp NYSE  25.75 15.7 7 2.00
Continental Corp NYSE 28,50 12.9 8. 2.60
Crauford & Co oTC 15.2% 7.0 1. 0

Crown Life Ins Co oTe 75.00 0.0 4. 3

Crum & Forster , NYSE 4B.63 0.3 9 1

Employers Cas Co oTC 29.25 0.8 12 1

Equifax Inc NYSE 20.13 7.3 11, 1

Excelsior Ins Co
Farmers Group Inc
Foremost Corp Amer
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Hartford Steam Boiler Insptn OTC
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. L5 8. 2.80
Jeftferson Natl Life Ins Co oTC 39.00 6.8 10. 0.76
Kemper Corp oTe 35.13 12.4 & 1.80
Lincoln Natl Corp Ind NYSE 42.25 12.3 7. 3.00
Mission Ins Group Inc NYSE 25.88 5 |l 0.80
MNationwide Corp Ohio ore 25.25 1.0 7. 0.70
Northwestern Natl Life Ins orc 28.13 27.1 6. 1.50
Ohio Cas Corp oTe 45.25 14.8 B. 2.36
Old Rep Intl Corp oTC 19.88 6.7 4. 0.92
Preferred Risk Life Ins Co oTC 21.88 4.2 6. 0.92
Provident Life & Acc Ins Co  OTC 46.00 7.0 &.6 2.44
Ryan Ins Group Inc oTC 33.75 0.0 13.8 0.1
5t Paul Cos Inc oTe 55.38 15.4 7.3 2.60
Safeco Carp oTe 43.63 10.4 8.1 2.20
Sri Corp aTe 27.75 5.7 6.3 .12
Seibels Bruce Group Inc oT1C 27.38 13,5 15,1 0.8
Statesman Group Inc oTC 6.25 4.2 5.7 0.15
Tokio Marine & Fire Ins Co oTC 83.50 12.1 6.7 0.92
Travelers Corp NYSE 24,50 10.1 4.4 1.64

*Record high/low since Jan. 1, 1982

10/6/82 THRU 10/12/82 OCT. 12, 1982 10/6/82 THRU 10/12/82
° ¥id. High Low Vol (COO) Price ®%oChg PE $Div. ° Yid High Low Vol (0CO)
6.1 41.75 38.00 1,921.9  United Fire & Cas Co oTC  33.00 0.8 8.6 0.88 2.7 3300 32.75 0.0
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ance-related stocks. However, they also point
out, such investments are not now yielding a
high return. Many other investments would
currently bring a greater yield than a Lon-
don broker, the experts say, adding that they
have a greater potential for liquidity as well.

St. Paul may also be looking to increase its
bottom line with the Minet purchase. St.
Paul's aftertax net operating income for the
first half of 1982 slipped 0.4% to $89.1 million,
compared with the corresponding period of
1981. The company posted consolidated reve-
nue of $1.03 billion for the first six months of
the year.

St. Paul announced last week that it will
offer $75 million in five-year notes in the
Eurobond market to pay the debt incurred by
the Minet investment and the recent acquisi-
tion of Seaboard Surety Co. The notes, to be
issued next month, will pay an 11.875% inter-
est rate.

An investment for potential market power
may also be behind St. Paul’s purchase. Mr.
Leatherdale did note that the Minet connec-
tion may give the insurer exposure to lesser-
developed countries. Minet, he notes, is ac-
tive in Africa, the Middle East and the Pa-
cific Basin—areas that are growing rapidly.

St. Paul may see Minet as another door-
opener as well. “To what extent St. Paul
thinks (the purchase of Minet shares) will
bring access to Lloyd’s is unknown,” Mr.
Wilson says

An investment in Minet apparently opened
a door to London for another one of its major
stockholders. Corroon & Black Corp., which
also owns about a 20% share of Minet, does a
majority of its Lloyd’s business with Minet
(BI, June 28).

Officials of Corroon & Black, the
sixth-largest U.S. broker, were unavailable
for comment on its new fellow investor in its
London connection. .

Will either Corroon & Black or St. Paul
try to purchase all of Minet? The answer may
depend on what either of the two companies
are able to afford, industry analysts surmise.

“I'm not sure Corron & Black could afford
the other 80%,” notes Alice L. Cornish, a se-
curities analyst in the Chicago office of Leh-
man Brothers Kuhn Loeb Inc.

St. Paul says it has no interest in buying
the slightly more than 80% interest in Minet
it doesn’t currently own.

“We have stated that we believe it's in
{Minet's) best interest to remain indepen-
dent,” Mr. Leatherdale says. w

Financial briefs

Alexander & Alexander

Alexander & Alexander Services Inc. has
declared a quarterly dividend of 48.5 cents
per share, payable Nov. 30 to shareholders of
record Nov. 1.

The Travelers

The Travelers Corp. has declared a quar-
terly dividend of 41 cents per share of com
mon stock, payable Dec. 10 to shareholders of
record Oct. 29,

Scottish & York

Scottish & York President William C.
Wren said the injection of capital demon-
strates the ability and willingness of its par-
ent corporation, the Thompson Organization,
to support the U.S. operation.

The additional capital will be used to offset
1982 underwriting losses, pay off some long-
term obligations and maintain a healthy sur-
plus-to-underwriting ratio.

The capital was raised through a private
plaeement of preferred stock with the com-
pany’s major shareholder, Standard St.
Lawrence Co. Ltd., a holding company a]so
owned by the Thompson family.



If you were designing a Rolls Royce pickup,
youd go to an expert.

Why buy Workers' Comp. any differently?

Expertise makes all the difference, whether Eg;ggfggsgfb fggiﬁggcggg%tfgg;gg;
you’re designing a certain car or an insurance Classic Coachworks, Security Park, Rancho

program matched to your company’s needs. Dl CHIalahnT

Which is why you should consider
American Mutual. Nearly 70% of our business
is in Workers’ Comp. We know it cold. And we
can put our knowledge to work for you. With
programs as individual as you are.

We can also customize general liability and
commercial auto insurance plans for you with
the same expertise. (Even if you own a Rolls

®
Royce pickup truck.) ‘merlcan
The point is, whatever your insurance ®
needs, you should do business with experts. ‘\AU'UGI
Because the risks can be high if you don't.

American Mutual. We're experts. INSURANCE COMPANIES, WAKEFIELD, MASS. 01880




