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Federal'OSHA restricts authority
of North Carolina safety agency
WASHINGTON-The federal Occupa-

tional Safety and Health Administration is
taking control over new workplace safety
complaints from the North Carolina De-
partment of Labor, the first time OSHA has
unilaterally restricted a state's authority to
investigate new complaints.

Dunng an Oct. 23 news conference, U.S.
Labor Secretary Lynn Martin said that
OSHA's Raleigh, N.C., office no longer will
refer workplace safety complaints to the
state labor officials. Instead, it will run its

Continued on nert page

Cost of Oakland fire mounts
Personal lines insurers

to pay brunt of losses
of at least $1.2 billion

By LOUISE KERTESZ

OAKLAND, Calif.-The fire

storm that roared through an af-
fluent area of Oakland, causing
more than $1 billion in insured

damages, is not expected to force
prices up in the cheap commercial
property/casualty insurance mar-
ket.

Homeowners insurance is a tre-

mendously profitable line for in-
surers, which have more than
ample resources to pay fire losses.

However, the loss is yet another
blow to the catastrophe reinsur-
ance market, where capacity has
been shrinking due to a series of
huge losses in recent years.

The Rahway, N.J.-based Prop-
erty Claim Services Division of the
American Insurance Services

Group estimates that insured
losses from the fire could reach

$1.2 billion and assigned it Catas-

trophe No. 87. That figure includes
the cost of structures, contents and
vehicles as well as living expenses
for policyholders.

The ASIG division estimates that

only about 2% of the losses were
commercial losses. Among those
was a large apartment complex

- and some damage to local utilities.
Insurers, though, say they expect

that insured losses from the fire--

the worst since the 1906 San Fran-

cisco fire following an earthquake
-will climb.

And the city of Oakland, report-
ing through the California Office
of Emergency Services, estimated
total insured and uninsured prop-
erty damage at $5 billion, tripling
its preliminary estimate of $1.5
billion.

"When we were able to get in
there and survey the extent of the
damage, the scale of the disaster

Continued on page 37 The fire ravaged 1,900 acres, destroying 2,449 houses and leaving at least 23 dead and 150 injured.

NOLHGA's offer Upjohn vows to fight
for Executive Life giant punitive award

recommended By MEG FLETCHER

By JOANNE WOJCIK

LOS ANGELES-California Insurance Commissioner John Gara-

mendi is recommending that the nation's life insurance guaranty funds
take control of Executive Life Insurance Co. despite a flurry of objec-
tions by policyholders and another state insurance regulator's attempt
to intervene in the failed insurer's rehabilitation.

Mr. Garamendi is "conditionally" recommending that California Su-
pirior Court Judge Kurt Lewin, who is overseeing the Executive Life
conservatorship, select an offer by the National Organization of Life &
Health Guaranty Assns. that would pay policyholders at least 89 cents
on the dollar for amounts not covered by guaranty funds.

The NOLHGA offer-which is supported by the U.S. life insurance
industry-would guarantee a higher return for policyholders than any
of the other eight bids submitted, Mr. Garamendi noted.

NOLHGA, which is composed of 48 state life insurance guaranty
funds, outlined its proposal in late August and enhanced the bid earlier
this month (BI, Oct. 21; Oct. 14; Sept. 2).

Meanwhile, attorneys for several policyholder groups were preparing
to file motions in Los Angeles Superior Court last Friday objecting to

Continued on page 38

House approves penalties
for cases of insurance fraud

Page 2

CHICAGO-The Upjohn Co. will
fight a Cook County Circuit Court
jury's award of $127.7 million in
damages in a suit by a man whose
left eye was irreparably damaged
in 1983 after a doctor accidentally
injected it with an Upjohn drug.

The jury awarded Meyer Proctor,
70, of Park Forest, Ill., $3 million
in compensatory damages and
nearly $124.6 million in punitive
damages.

Legal experts are criticizing the
award-one of the largest personal
injury awards in U.S. history-
given the March ruling by the U.S.
Supreme Court that called for trial
court judges to better instruct
juries on the purposes of punitive
damages and required sufficient
judicial review of punitive damage
awards.

The Upjohn verdict may help
fuel a backlash among other courts

and in state legislatures to limit
punitive damage awards, some
suggest.

Mr. Proctor sued Upjohn and Dr.
Michael Davis, an ophthalmologist
in Olympia Fields, Ill., after Dr.
Davis in 1983 accidentally injected
the anti-inflammation drug Depo-
Medrol directly into his eye rather
than around the outside of the eye.

Mr. Proctor, a retired press
spokesman for the Illinois Depart-
ment of Mental Health, lost sight
in that eye within minutes because
of the toxicity of the drug.

Mr. Proctor was in constant pain
as the eye shriveled up, and three
operations failed to correct the
problem.

The eye was removed five
months after the injection.

Barry D. Goldberg, the lawyer
who represented Mr. Proctor,
blamed the loss of the eye on the
"callous marketing tactics" of Up-
john, a pharmaceutical manufac-

turer whose net worth he put at
$1.8 billion.

Since 1959, Upjohn "created a
market and supported, advertised
and promoted" injection of the
drug near the eye, though the drug
was never approved for this use,
said Mr. Goldberg, who is with
Goldberg & Goldberg of Chicago.

"The label should have stated

that Depo-Medrol was not recom-
mended" for injection near the eye,
the suit charged.

In addition, the suit contended
that Kalamazoo, Mich.-based Up-
john should have warned physic-
ians about the risks associated

with using the drug by:
• Asking the U.S. Food and

Drug Administration to include
with the product packaging a
warning about the risks posed by
injecting the drug in or around the
eye.

• Mounting an educational cam-
Continued on page 36
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Update- House passes penalties
OSHA limits state's authority
Continued from previous page
own investigations The Raleigh OSHA ofhce also unll investigate new
complaints of employer sanctions against employees for reportmg un-

for insurance fraud cases
safe conditions Pending claims Still will be handled by the state

OSHA has never before unilaterally restricted responsibilities granted
states under the 1970 OSHA Act, though more than 20 states have their By JERRY GEISEL types of insurance fraud, includ- lation to help reduce the problem
own programs (BI, Oct 7) Revelations that North Carohna officials had 1ng of insurance fraud," said Melissa
never Inspected a poultry plant that operated for 11 years before a fire WASHINGTON-A congressio- • Knowingly filing a fraudulent Wolford, director of federal affairs
lalled 25 workers and Injured 55 more raised senous questions about nal conference committee soon will financial statement or report with for the American Insurance Assn
the effectiveness of the state program (BI, Sept 9) begin trying to iron out differences a state insurance regulator in Washington, D C

"While we would prefer that these additional inspections be con- between House- and Senate-ap- • Embezzlement or theft of in- "This is an area where legislators
ducted according to state rules and procedures we will welcome proved measures that for the first surance company funds or premi- can reach agreement," said Peter
whatever assistance is available to better protect North Carolma work- time would set specific federal ums Lefkin, vp-federal affairs in the
ers," state Labor Commissioner John Brooks said "Concurrent federal criminal penalties for insurance • Falsifying insurance company Washington, DC, office of Fire-
jurisdiction m this limited circumstance is not a threat to the state and fraud records with the intent to defraud man's Fund Insurance Co
is m no way a takeover of the state OSHA program " Fraud provisions strongly aninsurer orpolicyholder The two bills differ on, among

backed by state regulators and in- • Criminally obstructing pro- other things

Utility wins pollution coverage surers are included in a broader ceedings before state insurance • Maximum criminal penalties
anti-crime bill, H R 3371, ap- regulators The maximum financial penalty

CHICAGO--The first lury trial mvolvtng a publle utillty's claim for proved last week by the House of Congressional conferees should under the House bill would be a
coverage for environmental cleanup costs ended last week with a poll- Representatives on a 305-118 vote not have much difficulty working $500,000 fine per organization or a
cyholder victory Somewhat different insurance out the differences ln the bills, in- $250,000 fine per individual In-

A Cook County Circult Court luiy ruled that Central Ilhnois Pubhe fraud provisions were part of anti-- surance industry lobbyists say surance fraud also would carry
Service Co did not expect nor mtend to pollute the environment and crime legislation, S 1241, that the "We do not foresee that the dif- prison sentences of up to 10 years,
therefore can tap its environmental impairment habllity coverage Senate passed in July (BI, July 15) ferences should be that difficilt to though a 15-year sentence could be
American Empire Surplus Lmes Insurance Co wrote a $15 million Both bills would establish fed- resolve Legislators want to work handed down if the fraud jeop-
claims-made EIL pollcy for the gas utihty in 1983 eral criminal penalties for several together to enact meaningful legis- Continuedon page 36

The htigation stems from tar pollution at a site m Taylorvule, Ill,
where CIPS formerly operated a coal gasification plant

The Springfield-based utility contmues to litigate with about 20
comprehensive general liability insurers over coverage for cleanup Dancers sue over pensions
costs at the Taylorvllle site and three other sites in Illinois

Cleanup costs at the Taylorville site exceed $10 million, said utihty
attorney Mlchael Magnl of Anderson, Klll, Ohek & Oshmsky m New Ballet stars seek to collect benefits when they quit dancing
York There are no estimates for cleanup costs at the other sites

"Insurers are closely watching this case," said Mr Magnl, notmg By CHRISTINE WOOLSEY class-action status on behalf of
that there are more than 1,500 former gas manufacturmg facilities more than 1,000 ballet dancers co-
in the nation A byproduct of the process that turns coal mto gas is NEW YORK-Does a ballet 'f 2. vered by the plan, are such famous
tar residue that can contaminate the soil and groundwater dancer "retire" when he or she ballet stars as Cynthia Gregory,

National Union appeals award
stops dancing professionally?

[
Fernando Bu]ones, Martine van

Yes, say nine of the nation's top Hamel and Marianna Tcherkassky

BOSTON-National Union Fire Insurance Co of Pittsburgh, Pa, ballet dancers, who are suing their The suit seeks termination of the

labor union and the trustees of the *41. 1 pension plan, compensatory dam-which wrote property damage and busmess Interruption coverage
for General Dynamics Corp, is appealmg a $20 3 milhon award to

union's pension plan The dancers ages in excess of $5 million and $15

the defense contractor related to a 1977 shipyard accident
want to collect retirement benefits million in punitive damages
-no matter how small-when theyA federal judge earher this month ordered the American Interna- "The basis of the plaintiffs'

tional Group Inc umt to pay General Dynamics $9 2 milhon in damages rather than when they reach ageand $11 1 million m mterest on a claim stemming from an accident at a normal retirement age of 65 bears

Quincy, Mass, shipyard A crane toppled Into a basm where tankers
were being built, damaging ships and disrupting produchon

National Union is appealing the award to the 1st U S Clrcult Court of
Appeals m Boston, conten(ling that the damage clalm 15 overstated, said

retire from professional dancing claim is that the pension plan's

no rational relationship to the age6 The suit, filed in the U S Dis-
trict Court in New York, contends

2 at which dancers are compelled to
0- retire and need income--almost al-

that the American Guild of Musi- E ways prior to age 40-and was
cal Artists has not fairly repre-

Marc Temm, a lawyer representing General Dynamics Lawyers for the 2 maintained at 65 arbitrarily and
sented ballet dancers in negotiat- 2 capriciously by the trustees," theinsurer would not comment

The insurer wrote $25 milhon m property and business mterrup- ing pension benefits E complaint states
The plaintiffs include dancers < "The union and the trustees havetion coverage for General Dynamics excess of an underlying layer

of $1 5 milhon and a self-msured retention of $250,000, said Mr Temin,
from the American Ballet Theatre,

Dancers from the American actual knowledge that not one sin-

with the Boston firm of Foley, Hoag & Ehot the New York City Ballet, the Jof- gle member of the plaintiff class
frey Ballet and the Dance Theatre Ballet Theatre and other troupes

Primary msurer Protection Mutual Insurance Co has paid its portion
has ever remained an active dane-

of the loss, according to Mr Temin of Harlem Among the plaintiffs are seeking changes in their ing member of a union collective
named in the suit, which seeks union-sponsored pension plan. bargaming unit to the fund's nor-

MetLife, MONY GIC deal mal retirement age of 65, " accord-
ing to the complaint

NEW YORK-Mutual Life Insurance Co of New York and Metropoll- Benefit consultants listed "Despite this knowledge and the
demands of the plaintiff class thattan Life Insurance Co have an agreement to reduce MONTs exposure

to poorly performing commercial mortgages and bolster MetLife's the union bargain for retirement

guaranteed Investment contract business with pension plans Bus:ness Insurance will pubhsh its annual directory of employee income that can be made available

benefit consultants in the Dec 16 issue, which will also contain a when dancers actually retire, theUnder the agreement reached last week, MetLife will offer all
quallfied pension plans that have invested m MONY GICs the option of Spotlight Report forecasting trends m the employee benefit market union has failed, neglected and re-
exchanging their GICs for a MetLife contract in 1992 fused to bargain for employer con-

The directory is pubhshed as an editorial service, there 13 noEighty percent of the book value of the GICs widl be backed by up to tributions to any vehicle other
$1 bilhon of commercial mortgage and bond Investments that MONY charge to be included However, consultants must fill out and re- than" the pension fund, the suit

will transfer to MetLde MetLife w111 hold these funds in a separate turn a questionnaire provided by BI charges

account The mterest rate that MetLife will pay on this portion of the If your company provides employee benefit consulting services In addition, the complaint says,

contracts will be based on gams or losses from the commercial mort- and you have not yet received a questionnaire, please request one "the pension plan discriminates
gages and bonds by calling Karen Armaganian at 312-280-3195 against dancers relative to the

The Interest rate on the remammg 20% of the contracts' value unll The extended deadline for returning completed questionnaires union's non-dancer members-

be the same as the onginal MONY contract to Busmess Insurance is Nov 11 principally opera performers-be-

In addition, MetLife wtll begin coinsunng 20% of the GICs that Cont:nued on page 32

MONY retains, up to $300 milhon
The deal unll strengthen MONY's capital ratio---or the ratio of net

worth to total assets--to between 58% and 6% by year-end from from
Inside

5 3% as of Sept 30, a MONY spokesman said "It allows us to offer 0 Just when bus,nesses thought they finally were see- Classifieds 34

options to our customers and it w111 reduce our exposure to commercial ing some relief from outlandish punitive damage awards, Insider trading 7

mortgages through the transfer of underlying assets used to fund a Chicago jury slaps Uplohn Co with another, says this Insurance services guide 35

GICs " week's editorial PAGE 8 International 33

A MetLife spokesman said that while the company is receiving Legal briefs 24

a fee for coinsuring the GICs that MONY retains, it is entermg 1/ A federal appeals court decision that employers can Letters 8

the deal primanly to Increase its separate account GIC busmess cut severance benefits on a case-by-case basis and London 33

without pnor notice is expected to have little impact on Opinioms ...................................8

New hearing in tobacco case other benefit programs PAGE 30 Perspectives...........................................................23
Ticker ,9

WASHINGTON-The U S Supreme Court has ordered a new round / ANew Orleans councilwoman and a former secretary
of oral arguments m a case that attempts to hold cigarette manufactur- of state will square off next month in the Louisiana in-
ers hable for mjunes caused by smolong Portions of the ed,tonal content of this issue are available for repnnt orsurance commissioner's race PAGE 32

The case before the court questions whether the Federal Cigarette reproducton In olher media For Information and rates to reproduce in gen-

erd arculation media contact ART MERTZ. The Crain Syndicate, 740 Rush
Labelmg and Advertising Act pre-empts state tort sults chargmg Departments St , Chicago, 111 60611-2590, 312-649-5303 For repnnts or reprint permis-

Cont:nued on page 38 sion contact Repnnt Department, Business Insurance, 220 E 42nd St, New

Advertiser index g York, N Y 10017-5806, 212-2100229, Fax 212/2100704

Errors & omissions AR.M. exercises .................... 24 Vol 25, No 43-Bugness insurance (ISSN 0007-6864) is published weekly
Around the states ..................................................29 by Crain Communications inc: 740 N Rush St, Chicago, ill 60611-2590

• The telephone number for the National Managed Health Care At issue 7 Second-dass postage is paid at Chicago, Ill, and at additional malling of-
fices Postmaster Send address changes to Business /nsurance, Circulation

Congress was incorrectly listed in the Sept 23 issue The correct Benefit beat .............................................................6
Department, 965 E Jefferson Ave, Detroit, Mich 48207-3185, 800-678-

number is 617-487-6700 Berm,•An 9595 or 213-446-1611 Copynght 1991 by Crain Communications Inc



Risk management forum
Weather trends, Panelists divine
population shift different futures
increase risks for marketplace
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MONTE CARLO, Monaco-The severe impact of changes in
weather and population patterns are two

41*36' crucial areas that risk managers will have

f mmi* to address, experts agree.
The huge increase in weather-related

losses should be attributed to lasting
changes in weather patterns and not to a
run of bad luck, said Andrew Dlugolecki,

EOROW chief manager-operations at General Acci-
dent Fire & Life Assurance Corp. P.L.C. in

Perth, Scotland.

Industrial emission of gases that harm the earth's atmo-
sphere cannot yet be proved to be causing storms and
drought, but if risk managers wait for hard evidence to
emerge, it will be too late, he said.

Changes in demographics are more widely accepted as in-
evitable, but they still will have severe effects on risk man-
agement, despite their predictability, two consultants agree.

The three experts participated in a session on "mega-
trends" affecting risk management at the Risk Management
Forum, which was co-sponsored by the European Assn. of
Risk Managers and the Risk & Insurance Management So-
ciety Inc. earlier this month in Monte Carlo.

Scientists insist that it is too early to assess whether there
is a fundamental change in global weather patterns, said Mr.
Dlugolecki.

Still, an examination of weather conditions over the past
30 years shows some alarming trends, he said.

In the 1960s, there were 0.8 major windstorms per year
worldwide, which cost insurers $500 million per year; in the
19 7 Os the frequency had increased to 1.3 per year, which cost
insurers $800 million; by the 19805 the number increased to
2.9 per year, costing insurers $1.7 billion; and in 1990 alone
there were four major windstorms, which cost insurers $9.8
billion. All figures are in 1990 dollars.

Along with more frequent storms, the insurance market has
had to face an increase in the value of the goods damaged,
Mr. Dlugolecki said.

"For example, in industry you used to have steam equip-
ment, which was easy to replace, but now you have a lot of
electronic equipment, which can be difficult and expensive to
replace," he said.

Insurers also are providing much wider coverage than they
did previously. For example, all-risk property policies are
now widely available, Mr. Dlugolecki said.

"Also, there is pressure from governments throughout Eu-
rope for insurers to extend coverage on domestic business to
include natural perils," he added.

In addition to covering wider risks, insurers also are find-
ing that policyholders are more aware of what losses they can
claim and are more likely to inflate their claims than they
were before, Mr. Dlugolecki said.
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More than 1,000 registrants
attendedthe

Risk Management Forum
held in Monte Carlo.

MONTE CARLO, Monaco-In an ideal world, there would
be only five insurers in Europe and only

4 A NA Qk three international brokers placing mul-
 tinational risks, a British broker says.

MAW_(Aililic# In his fantasy, brokers would be called
-  2 -intermediaries"-a term that better de-
cu- ¥A(59 scribes their varied functions as risk ad-

,>2<®%6/ visers, he contends. And, brokers would be
the only recognized authority giving inde-
pendent advice to risk managers.

Under a French insurer's vision of the future, however, risk
management services would be available from underwriters
as well as brokers. In addition, the insurance market would
have less capacity and offer stable premium rates, since good
risks would not have to be overcharged to help finance
losses from bad ones.

A Swiss reinsurer, meanwhile, foresees better dialogue
among all parties involved in the transfer of risk. In the rein-

S· surer's version of insurance utopia, society and government
0 recognize that the insurance/reinsurance industry cannot
5 finance the cleanup of all environmental pollution.
S Three leading industry executives outlined their visions of
2 the future at the opening session, titled "The Changing Insur-
8 ance Market," of the Risk Management Forum co-sponsored
S by the European Assn. of Risk Managers and the Risk &
E Continued on page 16

Computer.related injuries
Precautions can help prevent worker claims from skyrocketing

By KATHRYN J. McINTYRE individual that at the end of the day his arms ache or he
feels pain along the side of his forearm is often disregarded

MONTE CARLO, Monaco-Computer-related workplace as simply one of the aches and pains of everyday life."
injuries could explode in the 1990s, a Lon- Ergonomists, however, realize that this activity causes
don solicitor warns. problems, Mr. Rogers emphasized.

*,<0711j But cumulative trauma injuries and And using computer terminals-or visual display units
rr, other claims could be prevented with known as VDUs-without breaks is likely to result in a "sig-

proper protection for employees, he and nificant number of claims related to eye strain and disabili-
two other claims experts agree. ties affecting the eyes," he said.

"Keyboards dominate office life," ob- "The risks are already known and cataloged," Mr. Rogers
AOR 0,1 served David Rogers, a solicitor with the added.

firm of Davies Arnold Cooper in London. While a directive on the use of VDUs will be implemented
Typing five to six hours a day, or perhaps 10 hours daily throughout the European Community, Mr. Rogers said: "I do

with overtime, can cause repetitive strain injuries, he said. not believe those VDU requirements will be enforced. They
Repetitive strain injuries, he noted, affect the upper limbs, certainly aren't standard practice at the present time."

usually the forearms and the hands, causing aches and pains. As users of asbestos knew in the 1950s and 1960s that the
"Within the office environment, I have rarely come across a product could be harmful but considered asbestos-related

routine for regular breaks or for regular exercises to allow health problems an inevitable risk of employment, the risks
Continued on page 10 the muscles to recover," he reported. "The complaint by an Continued on page 12

Health care quality good, Policyholder suit
derailed by courtbut system is poor: Poll I . . .

By MICHAEL SCHACHNER

WASHINGTON-While 82% of

Americans say the health care they
receive is excellent or good, only
33% say the U.S. health care sys-
tem overall is worthy of a similar
rating, a recent survey shows.

Benefits experts say it is not sur-
prising that Americans over-
whelmingly ranked their care as
better than the overall delivery
system. People with insurance gen-
erally like the care it affords, but
they also have come to realize that
costs are soaring and millions of
people lack access to health care,
they say.

The Employee Benefit Research
Institute's annual survey of public
attitudes toward health insurance

was conducted by The Gallup Or-
ganization Inc., which in July
polled 1,000 Americans.

Forty-six percent of the respon-
dents rated the care they receive as
good; 36% deemed it excellent;
13% rated it fair; and 3% said it
was poor. The remainder did not
answer.

However, in what EBRI called
the "second measure" of an index

of Americans' feelings toward
health care, the survey found that
24% rated the overall U.S. health

care system as poor; 41% felt it was
fair; 27% labeled it good; and only
6% rated the system as excellent.
The remainder did not answer.

"When people are asked about
their own care, they automatically
think about their doctor, the pleth-
ora of technology that's available
to them and the fact that much of

their care is paid for by insurance.
This, I think, explains the high
level of satisfaction with quality,"
commented Bill Custer, research

director with EBRI.

Indeed, researchers found that
90% of those surveyed had some
form of health insurance. Sixty-
one percent had some type of em-
ployer-sponsored plan, while 18%
were covered under a government-
sponsored plan. About 11% had
personal health insurance. Eight
percent had no coverage, and the
remainder gave some other answer.

Of those who were insured, 69%
were covered under a traditional

major medical plan, while 29%
were covered under some type of
managed care plan, and 2% did not
know.

In explaining the low level of
support for the overall delivery
system, Mr. Custer said that most
people realize that more than 34
million Americans lack health in-
surance and that total costs are

Continued on page 31

Ruling bars RICO claim against insurer
By MICHAEL BRADFORD

LOS ANGELES-A construction

firm charging that an insurer frau-
dulently failed to return about
$300,000 in premiums is asking an
appellate court to reconsider its
ruling that the policyholder cannot
pursue racketeering claims against
the insurer.

The 2nd California District

Court of Appeals last month over-
turned a trial court's refusal to bar

the policyholder's claim brought
under the federal Racketeer In-

fluenced and Corrupt Organiza-
tions Act, under which a plaintiff
can receive treble damages.

The appellate ruling calls for the
California Superior Court to dis-
miss the RICO claim because "Cal-

ifornia law pre-empts the applica-
tion of RICO in this case."

However, the policyholder can
continue to pursue several non-

RICO claims against the insurer.
The case involves a lawsuit filed

by Brutoco Engineering & Con-
struction Inc. in March 1990. Bru-

toco alleged that American Home
Assurance Co., a unit of New
York-based American Interna-

tional Group Inc., failed to refund
"in excess of $200,000" in workers
compensation premiums that were
due under a "premium endorse-
ment agreement" on a 1986 policy.

"Under the terms of the con-

tract," said Paul M. Mahoney, a
lawyer representing the construe-
tion firm, "within six months after
it ends, there is an audit to deter-
mine if the policyholder owes ad-
ditional premiums or is due a re-
fund with a dividend."

AIG refunded $29,285 in premi-
ums along with a dividend of
$36,311.

But the insurer actually owed
Continued on page 30
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NCCI sues over denial of Rhode Island rate hike
By STACY ADLER GORDON

PROVIDENCE, R.I.-The National

Council on Compensation Insurance
is launching a legal challenge to
Rhode Island Gov. Bruce G. Sund-

lun's move to block a huge increase
in workers compensation insurance
rates.

The NCCI filed suit last week in

state court in Providence seeking to

compel Maurice G. Paradis, Rhode
Island's insurance commissioner and

director of the Department of Busi-
ness Regulation, to implement Iate
increases in the voluntary and as-
signed risk workers compensation
markets that were recommended by
hearing officers.

Gov. Sundlun, though, contends a
workers comp rate hike would crip-
ple businesses in the state, forcing
them to close or move elsewhere.

Business groups agree, expressing

support for the governor's move.
The insurance commissioner's

hearing officers in September had
recommended a 54.9% rate increase

in the assigned risk pool and up to a
44.5% hike for the voluntary market.

The 44.5% increase in the volun-

tary market would apply to insur-
ers that write less than 1% of the

market. For insurers writing more
than 1% of the market, a 28.1% rate
increase was recommended.

Two-thirds of the $217 million in
workers comp premiums generated
last year in Rhode Island was un-
derwritten in the state's assigned risk
pool. In addition, 90% of Rhode Is-
land employers buy coverage from
the residual market.

The Oct. 21 lawsuit filed by the

NCCI does not challenge the legal-
ity of the governor's action but,
rather, seeks to force Mr. Paradis
to approve the workers comp rate

increases recommended by his hear-
ing officers.

"We think the director is ot ligated
and compelled to follow she recom-
mendations of his hearing officers,"
said Peter Burton, director of govern-
meni, consumer and industry affairs
for the NCCI's New England region,
based in Windsor, Conn.

After the hearing offiefrs recom-
mended the rate increases, Mr.

Paradis indicated he would aFprove
the rates. But before the rate hikes

actually were approved, Gov Sund-
lun sent a letter to Mr. Paradis Oct. 9

asking him to delay the increases.
Gov. Sundlun wrote: "As gover-

nor of the state of Rhode Island, I
direct yiu not to sign any order ap-
proving the increase in workers; com-
pensatic,n insurance rates, as recom-
merded by the hearing officers.

"] am deeply concerned that our
economy is too fragile to sustain a

blow of this magnitude, and that the
insurance pool itself will suffer if
abandoned en masse by all employers
able to find alternative methods of

insurance, and employers who either
close their businesses or move out of

.tate as a result of this increase,''
Gov. Sundlun wrote.

The governor's letter went on to
ask Mn Paradis to hire independent
consultants, at insurers' expense, to
re-examine the rate filing.

NCCI's Mr. Burton said :his may
be the first time a governor has
directly blocked a workers compen-
sation rate increase.

There are problems with the Rhode
Island system, Mr Burton conceded.
"But snooting the messenger is not
:he appropriate remedy."

"It is outrageous," said Jce DiGio-
vanni, vp-northeastern region of the
American Insuran #e Assn. in Boston,
referring to the governor's action.

CHOOSE THE RIGHT PROS

FOR YOUR CLUB'S
DIRECTORS & OFFICERS

INSURANCE

It takes years of experience and training to become recog-

nized as a pro. That's why the National Golf Foundation endorses the

Executive Risk insurance plan from Chubb

which is administered by FAI Insurance Coun- IL--A.
seling, an organization with more than 60 years Ii.
experience helping golf associations and golf,

tennis and dining clubs obtain the directors & officers coverage they

need. This superior coverage is un-

derwritten by Chubb who provides
--1

D&O insurance for over 25,000
NATIONAL GOLF FOUNDATION

non-profit organizations nationwide.

Through Chubb, you get protection foit actions taken by your direc-

tors, officers and all your employees and volunteers.

Why take unnecessary risks? hoose the right team of pros
with the experience and strength to help protect

your club. To find out more about D& liability, call 
FAI Insurance Counseling at 800-4-GOLF 11. CHUBS

FAI Inmir,ince (.7,illirlin:, 11.0.114)>: 17 "7 C.&,lumi,inTIilniike, Florham P,irk, NJ 07);2

He added that the governor's
power to delay the rate increase was
"done under rather dubious legal au-
thority."

"It's been two year's (since the ini-
tial filing), and the rate filing has
been thoroughly looked at," Mr. Di-
Giovanni said. "This is nothing more

than a tactic by the governor to delay
a rate increase that is long overdue."

The rate increases "may be un-
palatable, but the rates cannot be

inadequate," agreed Eric Oxfeld,
counsel to the American Insurance

Assn. in Washington, D.C
Furthermore, asking for additional

review of the rate filing is a "redun-
dancy," said the NCCI's Mr. Burton.
He noted that actuaries from three

organizations-the NCCI; the Til-
linghast division of Towers, Perrin,
Forster & Crosby Inc.; and E. James
Stergiou Risk Consultants Inc. of

Carlstadt, N.J.-examined the filing
before it was sent to the insurance

commissioner.

"It is patently unfair that we
should bear the costs of any addi-
tional consultant," Mr. Burt()n said.

Employer groups, though, ex-
pressed support for the governor.

"We urged the governor to take
this action," said Francis J. Hol-
brook, executive vp of the Rhode I.s-
land Chamber of Commerce Federa-

lion in Providence. "The proposed
rate increases would have been a cat-

astrophic event for the Rhode Island
business community."

The Chamber has not yet taken
any action in response the NCCI's
lawsuit, he noted.

"We might get involved, but we
are not now involved," he said.

The most likely opponent of the
NCCI lawsuit, the Rhode Island at-

torney general, could not be reached
for comment. The governor and the
insurance commissioner also could
not be reached.

The NCCI originally had sought
a 1213% increase in the overall level

of premiums for both the assigned
risk pool and insurers writing less
than 1% of the voluntary market,
which was one of the largest in-
creases sought by ratemaking organi-
zations this year (BI, March 19).

But. the hearing officers on Sept.
30 made the smaller rate increase

recommendations to Mr, Paradis.

The hearing officers based their
lower rate recommendations on in-

formation gathered during hearings
in February, May and June. Some 21
witnesses testified and 57 exhibits,

comprising thousands of pages, were
considered. In addition, the hearing
officers read more than 400 letters

from business groups.
After receiving the rate recommen-

dation from the hearing officers, Mr.
Paradis issued this statement: "This

is an extremely large rate increase,
and I am very concerned about its ec-

onomic impact on business. I am also
concerned that insurers receive ade-

quate rates so they can continue to
pay their claims of injured workers.

"These two concerns have reached

the point where they are virtually ir-
reconcilable without the identifica-

tion of further reforms resulting in an

efficient and economical system. But,
in the meantime, I may have no
choice than to implement the sug-
gested rate relief," he said.

The NCCI has asked that its law-

suit be placed on an accelerated re-
view calendar by the Rhode Island

Superior Court. If granted, the suit
could be reviewed in four to six

weeks, according to Mr. Burton.
Rhode Island workers comp rates

were last increased in 1989, including
a 32% increase in fully developed
rates for the assigned risk plan and a
41% increase in loss cost rates ap-
proved for those insurers that write
at least 1% of the market.

A wide-ranging reform package
that took effect Sept. 1 was designed
to reduce costs in the state workers

comp system, though insurers

warned that it would actually do the
opposite (BI, July 30,1990). I



REPETITIVE MOTION CAUSES INJURIES.
REPETInVE MOTION CAUSES WURIES.
REPETITIVE MOTION CAUSES XURIES.

'1 13 Workers can suffer serious injuries simply by doing their jobs. So, how does a business prevent injuries and

#795/V control losses like these? One answer is ergonomics, or fitting the task to the worker. That is why Wausau

4 Insurance held a

national satellite

teleconference

for its customers. The seminar,

"Controlling Workers Com-

pensation Costs Through e

Ergonomics, originated from

Wausau's Westwood Conference

Center, a facility housing, among

other things, three of the coun-

try's top loss control labs.

The interactive seminar, (
4-)-

transmitted via satellite to 160

locations across the country, was

conducted by a panel ofWausau

I. , 4 7*

professionals in loss control

services, occupational health

and claims handling. Their

discussions focused on helping

Wausau customers control

cumulative trauma disorders such as carpal tunnel syndrome and back injuries, and helping injured

workers become productive again through return-to-work programs.

Now, while an insurance teleconference seen by business people across the country is unique,
, ·1*4;·, i

the idea behind this one isn't. It's yet another SM _-

Wausau loss 10%'-4WAUSAUcontrol and

claims profes- example of the exceptional service customers
sionals spoke with customen in 160 f'ZIT: INSURANCE
locations via satellite on contmlling
woTkeTS compensation costs through A+ (Superior) A.M. Best Rating

have come to expect from Wausau Insurance.
elgonomics and return-to-work programs.

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group
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Study ranks 400 cities' health care costs
By MICHAEL SCHACHNER NEW YORK-Small employers in

the greater Los Angeles area pay the
most for traditional health care in-

demnity plans, while small employers
in rural New York, North Carolina

and Wisconsin cities pay the least, a
new study finds.

And, though the study ranked
cities based only on small-group in-
demnity plan costs, the rankings
likely would be similar for large
group indemnity plans covering 500
lives or more, benefits experts say.

The leading factors that drive
small-group plan costs-demograph-
ics and regional managed care pene-
tration-weigh equally on the cost
of all indemnity plans, they say.

The study, conducted by Mark
Alan Chesner, an actuary in the New
York office of Seattle-based consul-

tant Milliman & Robertson Inc., was
based on the small-group manual
rates of 16 of the nation's largest
group health insurers.

The study examined the costs of
a traditional indemnity plan covering
hospitalization, surgical care, phys-
ician office visits, radiology, lab tests
and prescription drug costs.

Plan costs were based on a $100
individual deductible and 80% em-

ployee coinsurance above the deduct-
ible.

Among the nation's 400 largest
metropolitan areas, the city of Los
Angeles and surrounding cities lead
the United States in costs for a com-

prehensive indemnity plan covering a
group of about 45 employees, the
study shows. Indemnity costs in the
Los Angeles area run from 44% to
739* higher than the national average
of $365 per month per person.

Small-group indemnity plans in
Glens Falls, N.Y., and several other

small towns in New York, Wisconsin
and North Carolina were found to be

the least expensive plans in the coun-
try, with costs ranging from 25% to
27% below the national average.

"The difference in medical costs

throughout the country is stagger-
ing," Mr. Chesner said.

"The main reason why is quite
simplistic: The factors that drive
costs differ greatly by area. Liability
insurance costs, rent and salaries are
just some of the subfactors causing
health care costs to go up," Mr.
Chesner explained.

Varying practice styles among
physicians and social phenomena like
crime and the AIDS epidemic also
create a disparity in costs among dif-
ferent U.S. cities, he said.

Benefit consultants also point out
that areas where much of the popula-
tion is enrolled in managed care pro-
grams tend to experience the highest
indemnity costs because healthier
employees select the cheaper man-
aged care options, leaving poorer
risks to the indemnity plans.

"So much of the population in
Southern California is covered by
managed care that a study finding
high indemnity costs (in the Los An-
geles area) isn't surprising," said Bob
Pollock, a principal with William M.
Mercer Inc. in Los Angeles.

Glen Meister, a consultant with A.
Foster Higgins & Co. Inc. in Los An-
geles, agreed.

Mr. Meister also noted that there is

"an oversupply of providers in the
Los Angeles area, which, contrary to
normal supply and demand rules, is
driving indemnity costs up." Because
supply exceeds demand, doctors
charge their patients more than the
national average to maintain their
income levels, he explained.

In addition, doctors compete by of-
fering the most technologically ad-
vanced care, which drives up costs.

Both Messrs. Pollock and Meister

also agreed with Mr. Chesner's as-
sessment that the survey's results
would not have been dramatically
different had the study focused on
large group indemnity plans rather
than small group plans.

Other major cities that ranked

Benefit beat

above the $365 nationa.1 average in-
clude: Miami, $620.50 per month per
person, or 70% highez; New York,
$507, or 39% higher; San Francisco,
$489, or 34% higher; Houston, $467,
or 28% higher; and Chicago, $427, or
17% higher.

Some major cities that came in
below the $365 national average in-
clude Seattle, $310. or 15% lower;
Cincinnati, $318, or 13% lower; Min-
neapolis, $321, or 12% lower; and
Denver, $347, or 5% lower.

The study reported that cities
throughout upstate New York, north-
central Wisconsin and all of North

Carolina were the least expensive in
terms of indemnity costs.

However, several medium-sized
Wisconsin employers disagreed with

e

the survey's findings.
'I'd have to say that our experi-

ence contradicts the study," said
Brian M. Dunnum, directcr of risk
and benefits administration with

Wausau Paper Mills Co. in Wausau,
Wis. Wausau ranked as the fourth

least-expensive city for small group
traditional indemnity plans in the
United States at $270 per month per
person on average.

"We're battling health care costs
tooth and nail. We have the bulk of

our people in a local HMO, which has
every managed care feature available
ard our costs are still higher than
$270 per month per person." Mr.
Dunnum said.

And, while the study ranked Green

Bay, Wis., as the second-cheapest city
for indemnity plans, the state's
Health Care Administrati)n office

ranks Green Bay somewhere in the
middle of Wisconsin cities in terms of

refl

Acts of nature, unforeseen losses or just bad

planning may have left some compan es a little short.

Unfortunately, your security could be someone else's
cash flow

As the marke- harcens, it's more imoortant than

ever to work with a reinsurerwho is committed to

your financial well-being. One with a record of solid

investments, strong capacity and sound underwriting.

Since 191Z American Re has been known as a

overall health care costs, said Bill
Dagneau, employee benefits adminis-
trator with Wisconsin Public Services

in Green Bay.
Wisconsin Public Services' health

care costs "are escalating at 20% to
25% per year. To say wo have the
world up here in terms of health care
costs is wrong. Costs in other areas
like New York and LA. may be un-
conscionable, but they're still unac-
ceptable here," Mr. Dagneau said.

And the $266 per month per person
cost of indemnity plans for small
groups in Glens Falls, N.Y., the least-
expensive city for small group plans
in the nation, "is not what I'd call

low cost," said James Berg, president

of the Adirondack Regional Chamber
of Commerce, which includes Glens
Falls.

According to Mr. Berg, the average

wage in upstate New York is not
keeping pace with health care infla-

tion there.

"It's a lot to ask of a small em-

ployer to spend $3,200 on health in-
surance premiums for a secretary
making much less than $20,000 per
year," Mr. Berg said.

In North Carolina, there is less of

an adversarial relationship between

providers and payers, according to
John Dulske, vp-human resources
with Oakwood Homes Corp., a mo-
bile home builder based in Greens-

boro, which ranked 379th in the sur-

vey.
"Our (relative) cost of living isn't

any different than it is in Dallas or
Atlanta, so health care isn't in-

herently cheaper. People here are just
trying harder," he explained.

A free copy of this survey is available
from Mark A. Chesner, Milliman &
Robertson Inc., 2 Pennsylvania Plaza,
Neto York, N.Y. 10001; 212-279-7166.

stable market, last year alone, our assets totalled

nearly $38 billion. Our commitment to client service

is proven every day with responsible underwriting,

customized programs and fast claims payment.

In addition to our stability we offer an innovative

system vie call the WHOLE ACCOUNT CONCEPT

It combines specialists from across divisional,

corporate and geographic lines to focus on all the

issues affecting your business. As proof of our



At issue

Guy
Ames

Insurance Ben-

/* efits Manager
Peter Kiewit

* Sons'Inc.,
f-«ff LA'. Omaha, Neb.

As an employee-owned company, we
encourage employee suggestions for
benefit enhancements. During annual
reviews, salaried employees are given
the chance to comment on the benefits

package. These reactions are reported
to top-level executives. Through focus
groups and benefits presentations at
annual unit meetings, we solicit em-
ployee input on specific issues.

1 a

.

How do you gather employee feedback on benefit plans?

Michael R.

J Talaga
Benefits &

-.. - Compensation
Director

Spiegel Inc.,
Oak Brook, 111.

We encourage feedback from our em-
ployees on a regular basis. We solicit
feedback on our benefil plans through
focus groups for targeted information.
In our annual benefit statement, we ask

for specific feedback and encourage
employees to send in unsolicited com-
ments. We also hold annual small

group meetings to encourage our em-
ployees to respond on b-oad issues.

*3 40 '.' Joe
. "" , vinson

(' '* * ' Director of
¢4 Compensation

L   and BenefitsBaker Hughes
inc.,

Houston

Baker Hughes has a very proactive ap-
proach to employee communications
that is primarily administered by the
benefit departments of our 26 autono-
mous divisions. This is traditionally
done through on-site benefits orienta-
tion to both the employee and to his or
her spouse. These 26 representatives
are then able to communicate em-

ployee attitudes back to the corporate
office.

1/ a

commitment to a close partnership, we've actually
restructured our company to let you access the best
minds in the business. With a flexible, coordinated

response system that gives you products and
services that are driven by your needs, not ours.
So you can not only survive the next hard market,
but maximize its opportunities.

Make sure you're not paying for someone else's
mistakes. Talk to American Re.

Ift:.4

Paul I.

Newman 11

Human

Resource

Manager
Transit Mix

Concrete Co.,

Colorado

Springs, Colo.

I have an open door to all employees
all of the time. They are told through
memos, payroll stuffers, group and in-
dividual training sessions that if they
have any questions or problems to see
me. We have no communication prob-
lems whatsoever, as I have a path
worn in concrete to my door.

AMERICAN
9[IP RE-INSURANCE COMPANY

555 College Road East, Princeton, NJ 08543-5241, (609) 243-4200

Atianta, Bermuda, Bogota, Boston, Brussels, Cairo, Chicago, Columbus, Dallas, Hartford, Kansas City.
London, Los Angeles, Melbourne, Mexico City, Minneapolis, Montreal, New York, Philadelphia. San Francisco, Santiago, Singapore, Sydney, Tokyo, Toronto

Compiled by Sara Harly

 insider trading
Aetna Life & Casualty Co.:

Charles F. Baird, director, pur-
chased 152 shares of common stock

at $32.73 per share on Sept. 16 and
now directly holds 1,744 common
shares.

Aetna stock was trading at
$38.38 on Oct. 18.

Aon Corp.: The Josephine B.
Minow Trust, beneficial owner,
purchased 8,000 shares of common
stock at $36.70 per share on Sept. 6
and now directly holds 10,000
common shares.

The Newton N. Minow Trust,
beneficial owner, purchased 2,000
shares of common stock at $36.70
per share on Sept. 6 and now
directly hold 5,000 common shares.

Aon stock was trading at $36.50
per share on Oct. 18.

Arthur J. Gallagher & Co.:
John D. Stancik, vp, exercised an
option for 16,400 shares of corn-
mon stock at sold 5,000 shares of
common stock at between $4.97
and $19.50 per share from Sept. 20
to Sept. 23. He now directly holds
28,032 shares.

Gallagher stock was trading at
$19.50 per share on Oct. 21.

Humana Inc.: John H. Morse,
officer, sold 1,500 shares of com-
mon stock at $31.33 per share on
July 2. Mr. Morse also sold 9,000
common shares at between $31.08
and $31-33 per share from July 3 to
July 8; another 22,500 shares at
between $30.83 and $31.33 from
July 8 to July 9; 26,500 shares at
$31.33 per share from July 9 to
July 10; and 19,000 shares at
$31,33 on July 10. He now directly
and indirectly holds 22,184 com-
mon shares.

Wayne T. Smith, officer, sold
123,000 shares of common stock at
between $32.08 and $32.83 per
share from July 1 to July 23 and
now directly and indirectly holds
51,424 common shares.

A. Neal Westermeyer, officer,
exercised an option for 15,002
shares of common stock and sold
15,002 shares at between $15.33
and $30.75 per share on July 5 and
now directly and indirectly holds
617 common shares.

William C. Ballard, officer and
director, sold 45,000 shares of
common stock at between $32 and
$33-42 per share from July 1 to
July 31 and now directly and in-
directly holds 134,881 common
shares.

W. Larry Cash, officer, exercised
an option for 15,000 shares of com-
mon stock and sold 9,000 shares at
between $13.63 and $31.33 per
share from July 1 to July 12. In ad-
dition, Mr. Cash sold 3,000 shares
of common stock at $33.42 per
share on July 31. He now directly
and indirectly holds 9,843 shares.

George G. Schneider, divisional
director, exercised an option for
13,249 shares of common stock and
sold 14,675 common shares at be-
tween $11.42 and $33 per share
from July 1 to July 30 and now
directly and indirectly holds 4,852
common shares.

Humana stock was trading at
$266.30 per share on Oct. 16.

Poe & Associates Inc.: William

F. Poe, chairman, purchased 5,429
shares of common stock at between

$11-80 and $12 per share on Sept.
19 and now directly and indirectly
holds $1.27 million shares.

Poe & Associates stock was trad-
ing at $11.50 per share on Oct. 18.

.

Insider Trading, compiled by In-
uest/Net Trading Group Inc. of fort
Lauderdale, Fla., from reports filed
with the Securities and Exchange
Commission, tracks stock sales and
purchases bv insurance industry
directors and officers. The column
is distributed by Tribune Media
Services Inc.
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Opinions

A nightmare for businesses
6 6 TUST WHEN YOU thought it was safe. . . ."

d No, this isn't an advertisement for the la-

test "slasher" movie playing at your neighborhood
cinema, though the message is filled with horror for

businesses everywhere.

Rather, just when businesses thought they finally
were seeing some relief from a long string of out-

landish punitive damage awards, a Chicago jury has
handed down a verdict far more frightening than the
original "Nightmare on Elm Street" or any of its seem-
ingly never-ending sequels.

The nightmare in this case isn't Freddy, but the
$124.6 million in punitive damages assessed by the
jury earlier this month against The Upjohn Co. Upjohn
manufactured an anti-innammation drug that an oph-
thalmologist in 1983 mistakenly injected directly into
the eye of a patient, rather than around the outside of
the eye. The patient, now 70, lost sight in the eye,
which eventually had to be removed. Along with the

punitive damages, the plaintiff was awarded $3 million
in compensatory damages.

Without doubt, the punitive award should be drasti-
cally lowered-if not eliminated-on appeal. Upjohn
never recommended that the drug be injected directly
into an eye or even near the eye in the information
sheet that accompanied the drug. In fact, Upjohn says

it attempted to introduce evidence during the trial that
it recommended in 1980 that the Food and Drug Ad-
ministration allow Upjohn to change its warnings to
physicians to spell out that the drug was not to be used
around the eye. However, the court blocked the intro-
duction of that evidence.

Upjohn's biggest offense was that it is a large com-
pany with deep pockets that fell prey to a creative
plaintiff's attorney.

It is interesting to note that no damages were as-

sessed against the ophthalmologist.
The award against Upjohn is exactly the type of

horror story that businesses and others have had in
mind over the years when they asked the Supreme
Court to review the constitutionality of exorbitant pu-
nitive damages.

The Supreme Court finally answered in March when

it ruled that the Constitution requires proper jury in-
structions in cases involving punitive damages and sig-
nificant judicial review of punitive awards, sending a
signal to Congress, state legislatures and judges that

*NE
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unbridled punitive damages is a problem ripe for re-
form.

Since then, several courts have rejected outlandish
punitive awards assessed by juries and affirmed by
trial court judges. The appellate courts have ordered
the lower courts to reassess the punitive awards or, in
at least one case, hold a new trial.

And, earlier this month, a federal appellate court-
citing the March Supreme Court decision-ruled that
South Carolina's law governing punitive damages is
unconstitutional because it gives juries unrestrained
discretion to award punitive damages in violation of a
defendant's right to a fair trial (BI, Oct. 21).

But this series of court victories for business is

now interrupted by the outlandish award against Up-
john. While the Supreme Court sent a strong signal
that is being heard by appellate courts across the land,
the word obviously did not filter down to the trial court
judge and, of course, the jury in this case.

Challenges to the constitutionality of excessive puni-
tive damages will continue to come before the Supreme
Court. Let's hope the court, moving forward from its
March decision, will give further guidance to lower
courts so that we do not see a series of frightening
sequels to the Upjohn award.

Letters

Federal regulation of MEWAs is necessary
To the editor: We read with interest the

Sept. 30 editorial, "MEWA Certification a
Must." We could not agree more in that fed-
eral regulation of multiple employer welfare
arrangements should be a high priority. The
use of MEWAs is critical to the ability of the.
small employer community to provide em-
ployee benefit plans.

Without MEWAs, whether insured or
self-funded, there would be no market for
the small employer.

It is imperative that the industry support
H.R. 2773 introduced in June by Rep.
Thomas E. Petri, R-Wis. (BI, July 22). H.R.

2773 would establish stringent federal stan-
dards, including actuarial, accounting, re-
serves and mandatory stop-loss/excess in-
surance. In addition, the bill includes strict

conflict-of-interest provisions and the ex-

Business Insurance welcomes let-

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

St.. Chicago, m., 60611:
.-

clusion of TPA-directed MEWAs.

Under the Petri bill, MEWAs would be

required to register with the Department
of Labor and obtain a certificate of oper-
ation. To obtain the certificate, they must
meet all the federal standards as outlined

in H.R. 2773.

Those MEWAs that meet the federal stan-

dards and obtain a certificate can operate
free of state regulation under ERISA. Those
that fail to obtain a federal certificate would

be subject to state regulation. This system
will once and for all end the jurisdictional
debate of who has the right to regulate
MEWAs.

Clearly the federal government is in the

best position to regulate MEWAs under
ERISA. After all, the Department of Labor
has the experience as all benefit plans have
been subject to ERISA since 1974.

We commend you for your editorial on
this important subject and we hope Con-
gress will act promptly so the properly de-
signed MEWAs that are providing a value to
the small employer community can continue
to do so and the unscrupulous operators can
be shut down. H.R. 2773 will help to achieve
this goal.

James A. Kinder

Executive Vp
Self-Insurance Institute of America Inc. -

Santa Ana, Calif.

AIDS education opens eyes
To the editor: I want to applaud your

excellent coverage of the AIDS issues facing
American business in your Oct. 7 issue.
You presented the issues in a comprehensive
and illuminating manner. This is a problem
that is not going to go away-and one that
will only get worse before it gets better. As
you so aptly pointed out, we can no longer
hide our heads in the sand hoping it will not
affect us.

I was especially pleased with the em-

phasis you put on educating people about
the AIDS disease and those who have tested

positive for the AIDS virus. I too feel it is
only through education we will be able to
help those who need us most: the men and
women living with the disease.

Please keep up the good work and con-

tinue to try to open our eyes to issues such
as this. It is deeply appreciated and needed.

R.L. Smith

Overland Park, Kan.
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%16 billion. Itk alotof
moneytowaste.

According toTheWall
StreetJournal, American busi-
ness overspends on overnight
delivery by03.6 billion annuallf
This guide tells whA and how
your company can cut delivery

. costs without cutting corners.
You'lltearn why cutting

costs is not just a question of
, who you ship with, but how

you ship with them. How
smart companies, by re-exam-

ining priorities and using all
their options, are saving and
still meeting deadlines.

F6r example, youll dis-
cover howUPS Next DayAir®
provides guaranteed 10:30 a.m.
deliverh complete with comput-
erized tracking, at savings of up
to 4090 over what other com-
panies typically charge:

Ar your complimentary
coph mail this coupon or call
1-800-232-4877, Ext. 528.

B[-10/28 |

*Sce the current UPS Air Ser,ice Guide for complete guarantee and time·in'-transit details.© 1991 United Parcel Service of America, Inc.

Please send me'*n insurance agent's guide
to cutting the cost of overnight delivery" 1
Mail to: United Parcel Service, |
RO. Box 10525, Rochester, NY 14610.

What is your weekly shipping volume? j
Overnight lerte.

Overnight PArb'geR 1
Carrier usually used? 1
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1 Title
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Aclrlresq

City 1
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ZIP Cnrle Lups] 1

1 Phone C ) \v/® 1
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the shipping business® i

"L_

1

1

1

1



10 / Business Insurance, October 28, 1991

Megatrends between peoples over water ELpplies, property damage He foresees more trend wi.1 te the mclusion of more hability claims and new claims hke
a greater awareness worlcwide of en- flcoding as sea levels nse and thun- won·en rn the workforce, he added compensation for sexual harassment,

Continued from page 3 vironmental nsks, and the opening of derstarms Increase in the winter, as This wi.1 boost production, bu: will he said
"Moral standards have fallen, and new frontiers Foi Example melting well as more subsidence claims and also bring:ccial changes, he added Changing weather and population

people tend to exaggerate and falsify m the Arctic ma) ead to the opening forest fires as the ground dnes up in Changmg educational patterns also patterns will particularly affect risk
claims," he said of the Northwest passage h€ said -the summer may re. ult m a more global vork- managers in several ways, said J

But along with market pressures The reasons for Dhanges E weather However, these losses may be mar- force, Mr Kneen said, as educated Brady Young, a partner in Boston at
decreasing msurers' profits, climactic conditions mclude an ncrease m vol- ginally offset by a reduction ir freez- workers .n countries where the-e are Tillinghast, a division of Towers,
pressures also are havmg an adverse came activity sunspit cycles ani :ng weather, Mr Dlugolecki added nol encl-gh Jobs seek opportunities Perrin, Forster & Crosby Inc
effect, Mr Dlugoleckt said contmental drift, tie:a d Insurers wil_ have to mee: many of else,vhere Typical concerns of r·isk manag-

For example, an increase of 5 rrph Man-made changes also r.ave hai :he higher damages costs, since many k 15; 0 there were 150 million ers in the future wall mclude grow-
in the average speed of windstorms an effect, said Mr Dlugolecki "Po> gcvernments are unwilhng to spend people 11 high schools worldwide, mg catastrophe exposures, insurer
can double the cost of the damage, he lution, changes in the waier table due Ouoile money on clearmg up disas- bu- by 1986 the figure had risen to insolvency caused by large catastro-
said "Just a small increase in:he to man's activities and tne produc- :ers, yet they at the same time 300 million The corresponding fig- phe claims, an increase in litigation,
violence of events leads to an enor- tion of man-made Eases hke chlorc- pressure insurers to cover natural ures for colleges are 25 millio-2 and a tightening of regulations, especially
mous increase m its impact " fluorocarbons tor 33'Cs), tave all had pents, he said 60 mi.lkon Mr Kneen said U S health and pension laws as the

In addition, marginal changes in an effect " And msurers may flnd it cifficult And tie increase in educazional U S workforce changes, unstable
temperature alone can have a oig The emission of gases m particL- tc mcrease premiums to pay for the stardards is not confined to theWest budgets when the soft market ends
impact on the environment, he said lar has enhanced wh:t s known as losses, Mr Dlagolecki said For example, in South Korea 95% of and corporations find that they have

For example, over the past 1,000 the Greenhouse E iect he said "Everyone is reluctant to lose mar- the populaton has a high schod edu- to pay double for their insurance,

years, the average temperature in The reason tne climate is conducive ket snare, and everyone argues that catim ' There is no way that their lack of support from senior manage-
Bntain has only vaned by one le- to hfe is because=he atmcsphere is the the storms won't happen again-al- econom> can absorb all of that tal- ment, and a lack of information
gree Celsius Yet, m that time, sand- correct thickness to r€la-n enough of though I hope I have shown hat this en.Z' he said about new risks

storms produced sand dunes _00 the sun's rays to rerrain warm arc is nol the case, ' he said Other areas that are overflowing "It is no wonder that some risk

meters high (330 feet), a trade war release enough ra>s :o avoid over- Other future wcmes for Lnsurers witi ta en:ed people include the managers get ulcers when they look
between Britain and France was heatmg, Mr Dlusplecti said aid risk managers include demo- Phippines Egypt, Pakistan, Jirdan, at this hst," Mr Young said
waged over wine, when a warming in "However, mai's indestrial acti- g:ap·uc changes, said Jchn Kneen, Menco, Central America and North Risk managers will have to assess
Britain's climate created a better en- vity has led to the prcdLction of car- managing drector of Tcwers, Per- Afr.ca and report the potential problems to
vironment for growing grapes, and bon dioxide, methne ard OFCs, and r:n, Forster Bc Crosby Inc )f New Zourtries that are employi·ig re- senior management, he said
Eskimos arrived in Scotland in these gases have a huge capacity to York located workers mclude Kuwait, the "Senior management might not
kayaks after nding down Arctic ice absorb solar radia.icn-and that 13 "This iS a good year to be exa- Un:ted States, Germany, France and like it, they may ignore it, but at
floes, Mr Dlugolecla said why we need to te worried aboit mining the effect of demographic Canada, Mi Kneen said least they wnll be able to make an

Now, fluctuations m temperature producing them ' he said cnanges We have seen thousands of rhs Increased globallzation of the Informed decision," Mr Young said
are becoming more frequent in Brit- And although sc ertists are reluc- vorkers expelled from Kiwait and world's workforce has led to indus- The end result for risk managers
am, he said tant to confirm tha: there is a funda- sent back to their own countnes, and tr:lmation in areas not preuously will be that more reliance will be

In the 1960s, there was on aver- mental change in c_imate, United in Germany we have seen violence krown jor their highly developed in- placed on nsk managers who "add
age one hot month and 07 cold Nations forecas:s on future world when masses of workers fiom the dwtnes bt-t have been able to attract value,"Mr Ycung said
months per year, in the 19705, there temperatures predict iotter times East flooded :he West, ' he sad masters and educated workers for The added value will come from

were 16 hot months and 09 cold ahead, Mr Dligcle:k said The future will see even greater specific industries, Mr Kneen said "those risk managers who can pro-
months per year, m the 1980s there In 2030, the United Nations pre- ' charges, Mr Kneen said Some exarples Include the high-tech vide strategic input on risk issues,
were 2 1 hot months and 0 8 9 old dicts, the U S prairies will oe In 1985, the total world popula- miustry m Singapore computer soft- maintain stable risks and be risk
months annually, and so far m the warmer by three degrees Celsius, tion was 48 bilhon, but b/ 2020 this ware n India and clothing in China, control architects," he said
19905 there have been five hot India will be 15 degrees Celsirs rall nse to " 8 bilhon, according to he:aic "Dynamic organizations facmg de-
months and 06 cold months, Mr warmer, sub-Saharan Africa wlll te Mr. Kneen Mr Kneen predicted that m the mographic and other fundamental
Dlugolecki said also be 15 degrees Celsius warmr, ' In 1985 e had a h.gh propor- futire demographic changes world- changes, as well as normal msurance

"Britain mirrors the global trend, and both the Medrte-ranean and tion of young people, but oy 2020 wide w111 result m more strikes, since concerns, need professional rlsk man-
and 1990 was the warmest year ever Australia wil oe two degrees then wlll not be sucn a wide base lator *711 bemshort supplk, more agers," Mr Youngsaid
recorded," he said warmer, he sale There wtll be more older people and d.zers.ty in property risks as com- The session was moderated by

According to Mr Dlugolecki, the Global warmng has wide-rang/g far fewer youngsters," Mr Kneen panles change locations, more atten- Dawd Ovenden, group risk and in-
implications of global warming in- implications for insurers, Air Dlugo- said Fewer young people coild mean ti),1 being oaid to currency and polit- surance manager at The Wellcome
clude African and South American leckl said Iabcr shortages, he said ical naks,.hanges in liability claims Foundation Ltd, a multinational
diseases spreading north, conf.icts The immedia-e effeet m11 be cn However, partially of-set:lng this tc -nclude more directors and officens drug company based in London I

Big Placements Should Be Made in Big Places.
New York, Los Angeles, Jenkintown.
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What could be bigger, brighter, larger than life than the Big Apple? At Bryson Associates, Oir New York

office is closing big placements using the best E&5 insurers. Our creative energy, depth of experience, and BRYSON
broad market knowledge are setting :he pace .n New ibrk-and in Los Angeles and Jenkintown. Brokers ASSOCIATES

with something big in mind«all today INCORPORATED
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Eveyone knows exactly Who's
responsible forthe health Care Crisis.
What may be even worse than the skymcketingcostof First, superior medical management digs deeply
healthbenefitsisallthe fingerpointingthatgoeswithit. into issues ofutilization, pricing and quality man-

It sometimes seems as though many people agement, looking beyond the typical cost containment
believe that fixing blame will somehow fix the prob- and utilization review.
lem. Meanwhile health care costs continue their Second, insightful information managementupward spiral. arms providers, customers and our own adminis-

Yet ith clea4 the only way we'll evertruly manage trators with greater knowledge for making effectivethe cost ofhealth care, and make care available to health care decisions.
the greatest number of people, is for each of us to Third, ourformal qualitymanagementprogram,shoulder our fair share of responsibility. That, we Operation Excellence, establishes baseline specifi-believe, is the essence of managed care. cations against which we measure performance. TheForour part, Aetna Health Plans has imple- program enlists every Aetna Health Plans employeemented a comprehensive managed care strategy in identifying ways to improve customer service.founded on four key strengths. Finally,Aetnak fullline ofmanaged care products,

Aetna Health Plans

from managed indemnity to health maintenance
organizations, affords employers unsurpassed flexi-
bility in benefit design.

These initiatives effectively bring providers,
employees and employens into the process of man-
aged care. With tangible results. Last year we saved
our customers a record $1.95 billion.

Of course we're not promising an end to all
your health benefits problems. At least not yet. But
learn more about ourapproach to group health care
and we think you'll agree: With Aetna Health Plans
you're definitely pointed in the right direc- /Etna
tion. Call (800) 776-7602, ext. 22. Fax
(214) 401-8562. A policy to do more.
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Ergonomics
Continued from page 3
of using keyboards and VDUs also
are known, according to Mr.
Rogers. As a result, he predicted
that those with related disabilities

will have "a very substantial

chance of success in pursuing any
claims for damages."

Mr. Rogers made his remarks
during a seminar at the Risk Man-
agement Forum co-sponsored by
the European Assn. of Risk Manag-
ers and the Risk & Insurance Man-

agement Society Inc. earlier this
month in Monte Carlo.

Other speakers agreed that com-
puter use could cause cumulative
injuries and that employers need to
identify and eliminate these and
other workplace hazards.

"Given the growing numbers of

workers in the technically ad-
vanced office of the '9Os, sur-

rounded by word processing units,
personal computers, telefaxes and
telephones, an influx of claims re-
sulting from repetitive motion syn-
drome, chronic eye strain and
work-related stress is probable,"
said Maryellen Castro, a casualty

claims manager for CIGNA Insur-
ance Co. of Europe S.A.-N.V. of
Brussels, Belgium.

Repetitive motion strain injuries
are "snowballing" said Ray Chur-
chill, regional claims manager of
Iron Trades Employers Insurance
Assn. Ltd. in Skelmersade, En-

gland.
And, he agreed that there is the

potential for new claims relating to
the use of VDUs, stress and per-
haps passive smoke in the work-
place.

Mr. Churchill challenged the au-
dience with the question: "How
good a risk manager are you?"

He recalled that employers were

aware of noise-induced hearing
loss suffered by workers in the
United Kingdom in the early
1960s, yet "very little action was
taken" to prevent the injury. Large
employers did not have "credible
policies" on noise in the workplace
until the mid-19705, he said.

Mr. Churchill suggested that
"those with knowledge failed to
convince those in control of the ex-

tent of the problem," not only re-
garding noise-induced hearing
loss, but also the use of asbestos.

Those responsible for controlling
exposures in the workplace have to
know the risks and their effects on

employees and adopt adequate
precautions, he advised. To do so,
employers should monitor em-
ployee health.

Directives being introduced by
the European Community increase
employers' responsibility to assess
risks and prevent workplace in-
juries, Ms. Castro emphasized.

Two directives, the one on VDUs

and another on carcinogens in the
workplace, are expected to be
adopted by E.C. member states by
Dec. 31, 1992.

The directives are "guideposts to
risk managers and insurers, show-
ing us where future areas of con-
cern lie," Ms. Castro said.

The directive on the use of

VDUs, she said, would require em-
ployers to:
• Update work station equip-

ment to guarantee state-of-the-art
ergonomics.
• Assess work stations for risks

to eyesight, physical problems and
mental stress.

• Implement loss prevention
measures identified.

• Use work stations meeting
minimal requirements when in-
stalling new work stations after
Dec. 31, 1992, and updating in-ser-
vice work stations by Dec. 31,
1996.

• Disclose to employees the
health and safety risks associated
with work stations and what is

being done to comply with safety
rules.

• Train employees in the proper
use of VDUs.

• Provide for periodic work

breaks or changes -n activity.
• Supply eye, -.e;ts before an6

during use of VDUs
In addition, :hE direc:ive rein-

forces a work€r's right to claim.
damages for man:al stress, she
said.

The E.C. directive on worker ex-

posure to carcinc,gens 'is wide-
ranging," Ms. Castro sa.d, apply-
ing to "any activ.:y in which work-
ers are likely to be exposed to car-
cinogens."

Among the requirements im-
posed on empoy€rs by this di-
rective are:

• Identificatior,listing of possi-
ble/probable earcinogenic sub-
stances.

• Risk assessment before and

1

With disabilities

'snowballing,' Ray
Churchill asks:

'How good a risk
manager are you?'

during activities.
• Reducing the use of carcino-

genie products if technically possi-
ble.

• Training workers and advising
them of potential health risks.
• Health surveillance of work-

ers, prior to exposure and at regu-
lar intervals thereafter.

• Reporting any cases of cancer
to the appropriate health authori-
ties.

Ms. Castro noted that "risk as-

sessment and loss prevention" are
emphasized under the directives,
whi:h could be a double-edged
sword for employers. "On one
hand, loss prevention efforts will
hopefully be more successful. On
the other hand the burden of proof
will not be as difficult :o meet for

any prospective claimant," she
said.

Ms. Castro encouraged employ-
ers to invest "in risk identification

procedures provided either by in-
house staff or by outside consul-
tants. Once these hazards are iden-

tified, action must be taken to

minimize them by affording pro-
tective equipment to staff and or
modifying systems of work."

Mr. Rogers also warned employ-
ers that he suspects "that in the
course of the next few years a
chemical which is widely used in
industry will be identified as a
particularly vicious carcinogen."

"With the development of medi-
cal science, tkiere is a greater possi-
bility that in the future workers
will be able to establish that link

they need to establish between
some feature of their employment
and the injury or illness from
which they suffer," he said.

Mr. Rogers also advised employ-
ers to monitor the condition of the

Continued on neirt page
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Continued from previous page
air in offices, especially for ozone.
"We have too little ozone in the at-

mosphere where it protects us fr6m
the rays of the sun. We have too
much ozone in the office environ-
ment," where it can damage work-
ers' respiratory systems, Mr.
Rogers said.

Workplace air quality also needs
to be monitored for "sick building
syndrome," which occurs when
stale air is re-circulated and can

cause respiratory ailments, he
noted.

Ms. Castro suggested that em-
ployers go beyond providing a
safer workplace to adopting "well-
ness programs" for employees.
These programs can include physi-

cal exercise breaks during working
hours and courses on nutrition,
weight control, tobacco addiction
and stress reduction, Ms. Castro
said.

'You may consider wellness far
beyond the scope of your risk man-
agement responsibilities," Ms.
Castro observed. "Yet, if staff are
healthier to begin with, the contri-
buting factors to disease such as
stress, obesity and coronary and
respiratory problems will be less
likely to undermine your loss pre-
vention efforts," according to Ms.
Castro.

Insurance companies also have a
role to play in protecting workers'
health, Mr. Churchill suggested.
Premiums should reflect exposures

so that there is an economic benefit
to employers to reduce risks, he
said.

One member of the audience

agreed, suggesting that risk man-
agers need to show that loss pre-
vention will reduce premiums to
obtain management support for the
programs.

Mr. Churchill also suggested that
insurers should "air knowledge" to
policyholders about how to protect
workers and that protecting them
will ultimately cost less than fail-
ing to do so.

"We have to market the message
that an ounce of prevention is
worth a pound of cure," agreed Ms.
Castro.

Mr. Rogers said the most effec-

Business Insurance, October 28, 1991 / 13

tive way to enforce safety regula-
tions may be to "tell an individual
that he can be brought before the
courts and punished personally"
for failure to do s6.

Health and safety authorities in
the United Kingdom, he noted,
"have made it clear that -they in-
tend not to prosecute companies
but individuals-company direc-
tors and site foremen-where they
believe there has been a blatant

disregard for the safety rules and
injury has followed.'

David Ovenden, group risk and
insurance manager of The Well-
come Foundation Ltd., a London-
based multinational pharmaceuU-
cal company, moderated the ses-
sion. I

DAY

Asst VP for Big Thinking
Maybe it was something she learned from her father,

a popular New Orleans Jazz musician
Or from having worked in a convent during college,

helping disadvantaged young girls
Wherever she learned it. AssistantVice President Eileen

Frank has an unccnny ability to motivate people, and
spur them on to fresh, new thinking

Ifs a talent she's putting to use as The Home's North
eastern Territorial Manager for Commercial Lines
Casualty With seven managers and 46 underwriters
reporting to her

Ifs also a quality highly prized by her clients. which
Include contractors, wholesalers, distributors and dozens
of manufacturers

At The Home, we're concentrating our activities these
days on /crger more complex risks Indeed, the kind of
risks you find among companies like Eileen's clients

But obviously, we couldn't serve demanding clients
like them. without people like Eileen

The Home underwntes Commercial Lines. Major
Accounts, Specially Lines and upsca/e Personal L,nes

Home Insurance
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Cumulative

trauma cost

covered by
E.C. nations

MONTE CARLO, Monaco-
Workers suf-

MNAQ, fering cumula-
*ZS; tive trauma in-

ft'juries in

European Com-
munity coun-
tries do not face

KOROW the same system
hurdles to ob-

tain compensation as U.S. workers
do, an insurance company execu-
tive says.

"The medical costs incurred will

be covered somewhere within the
system," according to Maryellen
Castro, casualty claims manager
for CIGNA Insurance Co. of Eu-

rope S.A.-N.V. of Brussels, Bel-
gium.

In the United States, workers
may find it difficult to prove that
their injuries are work-related and
therefore covered by workers com-
pensation systems. Or, their in-
juries may surface too long after
employment to qualify for bene-
fits.

Ms. Castro outlined the compen-
sation systems in the European
Community at a seminar in Monte
Carlo earlier this month held dur-

ing the Risk Management Forum,
co-sponsored by The European
Assn. of Risk Managers and the
Risk & Insurance Management So-
ciety Inc.

All 12 E.C. countries have na-

tional health insurance plans sub-
sidized by taxes on the employer
and the employee, according to Ms.
Castro.

In addition, seven of the coun-
tries have state-run workers com-
pensation plans that are also
jointly subsidized, she said. They
are: Spain, Greece, Denmark,
France, the Netherlands, Italy and
Germany.

Belgium, England and Ireland do
not maintain state-run workers

compensation systems.
In Belgium, workers compensa-

tion insurance is available from
commercial insurers.

In England and Ireland, national
health insurance plans provide
medical treatment for injured
workers.

All the E.C. countries permit in-
jured workers to sue their employ-
ers for negligence for work-related
disease or injury, she noted. The
damages sought represent those
not reimbursed by the state-run
programs.

Some of the state monopolies
also may assert a lien for benefits
paid if employer negligence is
proved, Ms. Castro added.

"The state monopolies in Italy
and France exercise this right,"
she noted.

"However, France requires that
the concept of inexcusable fault be
satisfied before damages are
awarded, and Germany requires
that the employee prove that the
employer caused the injury inten-
tionally," Ms. Castro said.

As a result, if a worker wins a
suit against an employer in Ger-
many, insurance would not cover
the employer.

Worker suits against employers
are most common in Ireland and

the United Kingdom, Ms. Castro
said.

"The remaining E.C. countries
do not share the same frequency of
employers liability litigation and
the levels of general damages
awarded are lower," Ms. Castro
said.

-By Kathryn J. Mcintyre
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CAFETE/4
PLAN Tfux)
SOFTWAIIE
If you're on employer thinkirg of bringing your flexible beneft plan
administration in*ouse, or o TPA thinking of iffering cofeterio plan
administration selvice to your dients, we'd like to introduce you to
the TrovisFIex software system.

TrovisFIex is o PObased system which hos been proven in the
marketploce fobur years The system can hondle plans os simple
os flexible spendiig accounts (FSA's) to complex Full-Flex plons with
seveml empby* choices, ienefitcredits, vocation credits, ek, and
isdesigned #ary IBMPCor 100% compatible. Anditcostsoslittle
as $1,295.

TfuvsFIe* mn *ceptdowilooded dato obout employees ond their
plan contribitiom, con print enrollment forms and has on optional
Proposal mo ju'e which car illustrate to on employee whatheor she
willsaveby:nrclling inth: Rexible benefit plons.

FOR MORE INFORMAIION ABOUI TRAVISFLEX SYSTEM OR OTHER TRAVIS PRODUCTS

CONTAG TRAVIS SOFTWARE AT 1-800.521-5409 OR (713) 496-3737.

Other Travis Employee Beneft Systems Indude: Grpotote COBRA Mcmger, Group Prenfum Ellind Mintger, Reliree hemium Bming Manager and Travis/Comp.

NAME Travis Software
TITLE 1001 S Dairy Ashford, Suite 206 • Houston, Texas 77077

Phone: 1-800-521-5409 or in Houston. cc11 (713: 496-3737
COMPANY PLEAE SEND MORE INFORMATION ON:

STREET E][aoomte Cobm Manap m Tmvi,Fle

CITY, STATE, ZIP E]Reme hemium 8114 Mamgm
TELEPHONE EIG,mB Fmmium Billbg Mottgm [Jlmvis/Comi)
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Speed, planning keys
to surviving a loss

By KATHRYN J. McINTYRE

MONTE CARLO, Monaco-Insur-
ance recoveries

alone will not

f x2*/-WA#$ fully restore a
0  business after a
- Illllnkifi/ill Z major loss, a loss
e' -1 control expert

9%*d/32>' advises.
"Survival de-

pends on rapid
recovery" of a business's operations,

according to John Woodcock, dire-
tor of operations for the Risk Services
Division of Sedgwick James {Lon-
don), a unit of Sedgwick Group
P.L.C.

A company that is not back in
business quickly after a major loss
can lose its share of the market in
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People make mistakes. A misplaced decimal point
on an important financial document A confusing telephone
conversation that leads to mistaken action. A missed deadline.

Unfortunately, in our suit-happy society, small mistakes can add
up to big legal battles. And without proper errors and omissions
coverag they can prove disastrous to your client's bottom line.

In our service economy, more and more businesses are at
risk. Like specialized computer software design, environmental
testing labs, medical account management credit reporting firms
and marketing consulting companies.

Customized errors and omissions coverage from
Media/Professional Insurance provides the protection today's
service businesses can count on. Our staff attorneys and
underwriters work as a team to handle applications and claims
promptly and with expertise. And through A-rated Gulf
Insurance GrouR we can offer thorough coverage at
realistic premiums.

Make sure your clients are protected from lawsuits
they hadn't calculated on. Call the E&0 experts at

Media/Professional Insurance. Because nobody counts

< on making mistakes.

 Media/Professional Insurance, Inc.Two Pershing Square, Suite 800 - 2300 Main Street
Kansas City, Missouti 64108 · 816-411-6118

America's E&0 Authority

which it operates, as well as the value
of its stock, if it is publicly traded, he
noted.

For business operations to be rap-

idly returned to normal after a major
loss requires a contingency plan that
is systematic, methodical, effective
and reliable, Mr. Woodcock said dur-

ing a session at the Risk Management
Forum co-sponsored by the European
Assn. of Risk Managers and the Risk
& Insurance Management Society
Inc. in Monte Carlo earlier this

month.

Others speaking at the session dis-
cussed the role of the loss adjuster
before and after a major loss occurs.

Mr. Woodcock advised a company
developing a contingency plan to:
• Evaluate the risk of a major loss.
• Assess the impact on the busi-

ness from a major loss.
• Develop realistic scenarios for

responding to various losses.
"The more precise the scenario, the

more effective the plan" can be, he

explained.
• Develop recovery strategies and

options, including identification of
what parts, if any, would be needed
to restore the business operations and

how quickly the business must be
back in operation to survive.

Mr. Woodcock suggested that the

team that develops the contingency
plan be coordinated by the risk man-
ager and include people from opera-

tions, the legal department, commu-
nications, the finance department
and senior management.

Marcel Van Reeth, corporate in-
surance manager at British Petro-
leum P.L.C. in Antwerp, Belgium,
who moderated the session, noted

that the risk manager is especially
qualified to coordinate the team be-
cause he or she "is impartial."

Others on the team cannot be im-

partial, because as part of developing
a contingency plan, they must admit
that their areas could fail to meet

their responsibilities after a major
loss, he explained.

The cost of properly developing a
contingency plan is "low compared
with the crisis cost savings," Mr.
Woodcock emphasized.

Panelist Mortimer J. Terry, senior
consultant with RDI Consultants in

London, suggested that companies
involve their loss adjuster in evaluat-
ing the threat of a major loss, valuing
property, determining how the com-
pany would respond to a major loss

and what it would expect its insurers
to do.

RDI Consultants is a branch of

Swiss loss adjusters Robins Davies
International S.A.

This pre-loss involvement of a loss
adjuster "puts the adjuster several
steps ahead after a major loss," he
explained.

Panelist Andrew J. Lund, senior
director of Robins Davies & Little

in London, which is the U.K. sub-

sidiary of Robins Davies Interna-
tional, agreed that the loss adjuster
should be involved in specialized risk
surveys and the development of the
contingency plan.

This pre-loss contact will improve
the adjuster's performance after the
loss in assessing the damage, evaluat-
ing the loss and negotiating the claim
payment, he explained.

"The contingency plan must refer
to the claims adjusting process," Mr.
Lund added, with a claims adjuster
selected before the loss occurs.

"Good communications are essen-

Ual so each knows what he must do,"
he said.

In addition, pre-loss communica-
tions between the client and the ad-

juster gives the adjuster knowledge
of the business and the insurance

coverage, which will avoid delays in
the adjusting process, according to
Mr. Lund.

"There are no significant costs" in
involving the adjuster in contingency
planning, he noted.
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Today% employee health care system is shot full of holes. Unnecessary surgical
procedures, extended hospital stays, inappropriate diagnostic testing, over-utilization of
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Insurers that address only one or two of these problems won't stem the flow.
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Insurance Management Society
Inc. in Monte Carlo earlier this

month.

Assuming that businesses will
continue to transfer their risk to

reduce bottom-line losses, "I be-
lieve that the insurance market

will be the preferred vehicle for
transfer of risk, even by the largest
industrial concerns," predicted W.
Rob White-Cooper, chairman of
the operations group coordinating
the non-U.S. activities of Sedg-
wick Group P.L.C.

But in the European Community,
the number of insurers that will

have the resources to meet future

insurance requirements for major
industrial companies "will con-
tract significantly," Mr. White-
Cooper predicted.

Already, mergers and acquisi-
tions in Europe have left "five
major and increasingly dominant
insurance groups," he said.

Although Mr. White-Cooper did
not identify those insurers for his
audience, he said after the session
that they are: Allianz AG Holdings
of Munich, Germany; Zurich In-
surance Co. of Zurich, Switzer-
land; Union des Assurances de
Paris of Paris; Assicurazioni Gen-

erali S.p.A of Trieste, Italy; and
Prudential Corp. P.L.C. of London.
Internationally, Mr. White-Cooper
would add American International

Group Inc. of New York and
CIGNA Corp. of Philadelphia.

"Just as throughout the world
there will be dominant economies

and within those economies domi-

nant multinational industrial

groups, so we can expect dominant

companies to emerge within the in-
surance sector," he told the audi-
ence.

In this event, it is likely that
multinational clients will need

"more than ever before" profes-
sional and independent advice to
explore, design and implement al-
ternatives to the dominant insur-

ers' offerings, said Mr. White-Coo-
per. ''This becomes more
imperative with the likely hard-
ening of some market sectors."

Therefore, it can be "expected"
that pan-European and global pro-
fessional intermediary firms "will
gain in strength," he said. Mr.
White-Cooper believes that even-
tually there will be three multina-
tional brokers that can provide the
kind of service that multinational

clients will need.

And which he again did not
name these firms during the ses-
sion, he said afterward that these
brokers would include Marsh &
MeLennan Cos. Inc. of New York

and Sedgwick. "I leave you to de-
cide on the third," he said.

Mr. White-Cooper also looks
forward to the day when the term
"broker" is eliminated. "We bro-

kers generally deplore the term 'in-
surance broker,' as it does not
really illustrate our function
today," he said. "Rather, we
should be known and seen as inde-

To control dental insurance expenses,
you Lve to cut more than costs.

pendent risk advisers and insur-
ance intermediaries, the broking
function presently being a part of
our resources which may or may
not be relevant when advising eli-
ents."

Meanwhile, although insurers

are offering loss control and other
risk management services, inde-
pendence and objectivity are es-
sential when offering this advice,
said Mr. White-Cooper.

An insurer "is unlikely to rec-
ommend a course of action diamet-

rically opposed" to its interests,
Mr. White-Cooper explained. "At
the risk of being controversial, the
use of insurers' 'in-house' risk con-

trol resources is not always in the
client's best interests."

In contrast, independent inter-

mediaries can offer a range of im-
partial services, including: profes-
sional counsel, risk strategy
alternatives, access to world insur-

ance markets, risk management
systems and detailed knowledge of
managing risk and insurance pro-

With Delta Dental, it's elementary. Cut the red tape. And you'll automatically cut
down on costs. El Thanks to our expertise in processing over 20 million claims per

year, we've developed a cost-effective system that Leeps claims handling between us

and your dentists. This keeps paperworL to a minimum for your group and your
employees, making your job easier. E] But there's more.to Delta Dental than ease of

administration and cost management features. The Delta Dental Plan offers a unique
three-part system that also includes design flexibility and 106,000 dentists in the

nation's largest participating network. 0 It's a program only Delta Dental offers.

That'swhy wenow covermorethan 20 million people in 23,000 groupsandpay more

than $2 billion a year for dental care. To learn more about how your group can benefit

trom Delta Dental, calll-800-441-3434 today. 6.Delta Dental
Ameiicab Leader In Dental Health Plans.

grams, he said.
"I would argue that it is not the

insurer or, indeed, the reinsurer"
that can provide these services,
said Mr. White-Cooper. "It is only
through the professional interme-
diary."

Brokers and independentinter-
mediaries in Europe are dominant
only in the London market and are
not as frequently used in other
Continental European markets, he
noted. However, the European
Commission is recognizing the im-
portant role of the intermediary
and is considering a recommenda-
tion to regulate insurance interme-
diaries, he said.

According to Mr. White-Cooper,
the proposal would establish:
• Minimum qualifications for

intermediaries.

• Regulation of intermediaries'
business practices.
• Compulsory registration for

qualified intermediaries.
• A clear distinction between

underwriting agents and indepen-
dent intermediaries.

"To my mind, only when this has
been achieved can the (European)
Community really boast that it has
established an independent inter-
mediary or adviser service capabil-
ity throughout Europe," Mr.
White-Cooper said.

But UAP President Jean Peyrele-
vade, another panelists, disagreed
with Mr. White-Cooper that bro-
kers should be the only ones to
offer risk management services. He
said in his native French that Mr.

White-Cooper's remarks were "a
very British way of looking at
things."

Mr. Peyrelevade said that in the
future, underwriters won't "be
treated just as sellers of capacity."

Insurers are in a better position
than brokers to understand the loss

trends in a company or location,
because the underwriters keep sta-
tistics that show these trends, he
added. "We won't leave brokers

with the monopoly in that sector of
the market," said Mr. Peyrelevade.

Banks also are now selling finan-
cial advice "and no one thinks this

is unusual," he said.
In contrast to Mr. White-Coo-

per's scenario, he believes that in-
surers and brokers will work to-

gether at times and compete at
others.

However, Mr. Peyrelevade noted
that insurers and brokers fight
hard for the large industrial risks
in Europe-"for publicity and
prestige"-rather than for the pre-
miums that altogether "don't rep-
resent much." There are only a few
thousand companies in this cate-
gory in Europe, probably repre-
senting only 5% to 10% of world-
wide insurance revenue compared
with the bulk of insurance which is

written in personal lines and life
coverage, he said.

Recently, too, insurers and rein-
surers have been losing a lot of
money on industrial risks, Mr.
Peyrelevade pointed out. "Can in-
surers and reinsurers carry on in-
suring industrial risks?" he asked.

Insurers can only survive by con-
tinuing to manage premiums cor-
rectly, he said. And the way to do
this is to investigate the risk and
consider loss control techniques,
he commented.

"Though there are some rate in-
creases, I haven't seen any action
to live up to people's statements"
that the hardening market is here,
said Mr. Peyrelevade, adding that
he thinks it will take a long time
for the insurance industry to re-
turn to profitability.

In the meantime, Mr. Peyrele-
vade said, he has told UAP em-
ployees to refuse to accept business
that is written at a loss. "I hope
other companies won't cross-sub-
sidize" policyholders, he said.
"UAP won't. If our competitors
continue to do so, they will go
under..,. We'11 calculate rates

, more precisely in my group."
Mr. Peyrelevade thinks that the

Continued on next page
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Global view required of risk managers
By GAVIN SOUTER

MONTE CARLO, Monaco-The
risk managers of

48*19& the future must

*(525!0* be highly edu-
0 /MLOW'/0 cated, multilin-
BA'lippfvY'"5 gual strategists

ITA-4-f-67 who can face
majorglobal
issues if they
want to properly

manage the problems their com-
panies-and the world-will en-
counter, a risk manager says.

Another adds that risk manage-
ment must embrace a wide range of
economic and social skills if the
discipline is to succeed in the fu-
ture.

Risk managers also must face a
rapidly changing insurance mar-
ketplace and pull senior manage-
ment into risk financing decisions,
an insurance company executive
maintains.

The three panelists addressed a
session focusing on the risk man-
ager of the future at the Risk Man-
agement Forum, co-sponsored by
the European Assn. of Risk Manag-

Changing market
Continued from previous page
global insurance industry is in for
a "hard readjustment" that will
involve bankruptcies and restruc-
turing of insurers. "I regret this,
but UAP will survive and continue
to offer services," he said.

Meanwhile, Walter Diehl, chair-
man of the board of Zurich-based

Swiss Reinsurance Co., agreed
with much of what Mr. Peyrele-
vade said.

Mr. Diehl told the audience that
this was the first time he had heard
that loss control functions should
be solely in the realm of the broker.
"I agree with Mr. Peyrelevade"
that loss control does not have to

be provided solely by the broker,
Mr. Diehl said.

In the future, reinsurers will be-
come more involved in the assess-
ment of risk, Mr. Diehl predicted.

"The growing complexity of the
risk situation of major interna-
tional industrial firms places con-
siderable demands on the know-
how of the industrial insurer," he
said. "There are relatively few
major insurers and reinsurers with
the specialized know-how that is
called for."

Also in the future, industrial cli-
ents will have stronger relation-
ships with industrial insurers, but
qualified brokers and reinsurers
will be included in discussions,
said Mr. Diehl.

The Swiss reinsurer also agreed
with Mr. Peyrelevade that if indus-
trial losses cannot be contained by
loss control, *it will be necessary
to apply higher deductibles and
premiums or turn increasingly to
alternative methods of dealing
with risk."

The insurance industry will be
able to comply with policyholders'
requirement for higher capacity
only if premiums keep pace with
rising losses and the increasing po-
tential for losses.

In the meantime, there are nu-
merous loss situations that overtax

both insurance and industry, Mr.
Diehl said. In particular, "it is nei-
ther ethically justified nor eco-
nomically possible to expect (in-
surance and industry) to bear past
environmental burdens," he said.

Instead, all who profit from the
high standard of living that has
caused this pollution should con-
tribute to solving the environmen-
tal problems, Mr. Diehl said. This
includes governments and taxpay-
ers, he said.

The session was moderated by
Thierry Van Santen, risk and in-
surance manager for Groupe Valeo,
a Paris-based auto equipment
manufacturer. .

ers and the Risk & Insurance Man-
agement Society Inc. earlier this
month in Monte Carlo.

In the future, risk managers will
be bound even tighter by rules and
regulations while the whole of so-
ciety will live in a world of bureau-
cratic certainty, said Francois Set-
tembrino, risk manager at
Tabacofina/Vander Elst S.A. in

Edegem, Belgium, and president of
the European Assn. of Risk Manag-
ers.

"This is exactly what happened
to the Eastern (Bloc) countries, and
what has led them to a collective
collapse. The enterprise will not be
able to survive outside the tracks
imposed by the authority," he said.

However, if risk managers can
avoid this scenario, the future of
risk management could be
brighter, Mr. Settembrino said.

"It will become essential to in-

sert risk management into the re-
generation of moral principles, ad-
mitting that the single rule of
profit is not sufficient, but that an
enterprise, regardless of the legis-
lation, has a civic role to play on
the world scene and has a responsi-
bility toward society," he said.

To be catalysts for such change,
risk managers will need several
skills, Mr. Settembrino said.

They will have to be good com-
municators and understand others
as well as be understood them-
selves, he said.

Secondly, risk managers will
have to be able to take a global
view of complex risks, Mr. Settem-
brino said.

Thirdly, they will have to be
good financial managers and must
have inquiring minds, he said.

Lastly, future risk managers
should be able to speak at least two

languages, Mr. Settembrino said.
The ability to speak several lan-

guages not only will help risk man-
agers communicate across fron-
tiers, it will help them solve prob-
lems, he said.

"The more languages you speak,
the more different routes you can
use to understand or solve a prob-
lem," Mr. Settembrino said.

To meet these challenges risk
managers will have to devote more
time to their own general educa-
tion and their specific risk man-
agement training, he said.

Armed with a good education,
risk managers should follow "10
commandments" if they are to sue-
ceed in the future, said Filomeno
Mira, chairman of MAPFRE Indus-
trial S.A. in Madrid, Spain.

The commandments are:

• Risk management should be
applied to the consumer world.

"The consumer is concerned

about his own health and safety so
the concept of risk management
should be built into the family,"
Mr. Mira said.

• Risk managers must not limit
themselves to buying insurance.
They must also acquire legal and
technical expertise to help them
address risk management issues.
• Risk management will be an

area of independent development.
"The risk manager will manage

all of the risk management services
including captives, environmental
concerns, salvage, and training,"
he said.

• Service industries will make
more use of risk management as
society as a whole becomes more
service-oriented.

• Risk managers will take more
control of the management of un-

Continued on next page
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insurable risks.

• Public authorities are follow-

ing a trend of privatizing public
services and risk managers will
have to address these new ris ks.

• Risk managers will become
more involved in politics as polizi-
cians try to address risk manage-
ment problems, like preventing
auto accidents.
• Chief executive officers will

become risk managers.
"The concept of risk manage-

ment will become more important
so the heads of companies will be-
come more invohed," Mr. Mira
said.

• Dealing with risks will become
more financially complex and risk
managers will have :o become
more financially sophisticated.
• Risk management must be-

come an academic d.scipline.
"Risk management should be-

come a four-year degree course

and form part of a master of busi-
ness administration degree," Mr.
Mira said.

Risk management t as already
changed significantly in recent
years, said Joseph Smetana, presi-
dent of AIGlobal Inc , a unit of
New York-based American Inter-

national Group Inc., and chairman
and chief executive officer of

A.I.G. Risk Management Inc.
Risk managers now have to deal

with businesses that operate on a
global scale; more expertise is
available, like engineering loss
control, to help risk managers do
their job; and exposures are esca-
lating as a result of U.S. court de-
cisions and regulatory changes,
Mr. Smetana said.

And the changing world insur-
ance market is complicating risk
managers' jobs. He specifically
cited captive growth and a growing
array of alternative risk funding
mechanisms.

There also is turmoil at Lloyd's
of London as capacity shrinks and

the market considers limiting
members' liability, Mr. Smetana
said.

In continental Europe, too, in-
surance markets are changing, he
said.

"E.C. 1992 will produce not only
sharply higher intra-European
trade and investment, but also

'The concept of risk
management will

become more

important,'
Mr. Mira predicts.

more .nternational insurers com-

peting for market share with local
providers," Mr. Smetana said.

Consequently, risk managers will
have to change further to respond
to their own changing environ-
ment, he said.

"In the new environment, corpo-
rate management must view risk
management in a new light. Risk
management must be integrated
into management thinking and
planning at all levels," Mr. Sme-
tana said.

Management will have to con-
sider the risk management impli-
cations of corporate decisions in
the same way that they now con-
sider financial, operating, market-
ing and strategic implications, he
asserted.

And senior management will
have to become more involved in
decisions on the use of alternative

risk financing mechanisms, Mr.
Smetana said.

"The future financial implica-
tions of these decisions are sig-
nificantly greater than they were
in the past," he said.

The session was moderated by
Hugh Loader, managing director
and group insurance manager at
Tetra-Pak Insurance Services Ltd.

in Saffron Walden, England. I
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Insurance

markets

developing
in nations

worldwide

By STACY SHAPIRO

MONTE CARLO, Monaco-In-
surance markets

+AN,#Rk are enjoying
*Am.* growth in sev-
Bm4_-liqiiia eral countries
-Z that have em-
braced free

'**>' trade, observers
#6'64 say.,

The Mexican

insurance industry anticipates
substantial growth in the wake of
vanishing government restrictions
on insurers as well as the pending
trilateral free trade agreement
with Canada and the United

States, a consultant says.
And, on the other side of the

ocean, insurance markets in Asian/
Pacific countries that allow free

trade are in various stages of de-
velopment, a broker reports.

The consultant and broker were

part of a panel discussion held
during the Risk Management
Forum co-sponsored by the Euro-
pean Assn. of Risk Managers and
the Risk & Insurance Management
Society Inc. earlier this month in
Monte Carlo.

"There is a strong growth poten-
tial in Mexico" for the insurance

industry, said Alberto Estavillo,
president of consultant Estavillo
Consultores S.C. in Mexico City.

The Mexican market is going
through rapid changes following
several years of economic reform,
modernization, deregulation and
privatization, he said.

Although insurers will have to
become more service-oriented and

gain access to new expertise,
"there are great opportunities" in
the Mexican market, Mr. Estavillo
said.

The country is now encouraging
foreign investment and this year
has seen $8.5 billion in new foreign
investment on top of the $30
billion in 1990, he said.

In addition, the Mexican govern-
ment "has rebuilt the foundations

for steady economic growth and
the containment of inflation" to a

rate of 18% this year from 160% in
1987, he said.

The prospect of a North Ameri-
can Free Trade Agreement among
Mexico, Canada and the United
States also "is boosting business
confidence, encouraging invest-
ment locally and from abroad and
will extend the reform process
throughout the economy," Mr. Es-
tavillo said.

Insurance has been written in

Mexico since the 19th century and,
in 1935, the first Insurance and
Mutual Institution law was passed.
The law, however, has been com-
pletely restructured since 1989, al-
lowing insurance companies to op-
erate more autonomously,
according to Mr. Estavillo.

Under that restructuring, each
insurer can set its own rates,
though those rates must be filed
with the National Insurance and

Bonds Commission, he said.
The insurance industry was go-

verned by the National Banking
and Insurance Commission until

1990, when the National Insurance
and Bonds Commission was formed

to oversee insurance, reinsurance
and bond activities in Mexico.

The Mexican Assn. of Insurance
Institutions was formed in the late

Continued on next page
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1980s to coordinate insurance com-

pany activities and act as a rating
bureau for the industry, Mr. Esta-
villo added.

Workers compensation pro-
grams, pension benefits and na-
tional health care coverage are
written by the state-controlled Na-
tional Social Security Institute and
the Institute of Social and Security
Services for State Employees, he
said.

But the government is currently
considering whether private insur-
ance companies should be allowed
to insure pension benefits, said Mr.
Estavillo.

There are 28,000 personal lines
agents in Mexico, and 80 large
agent/broker firms that place corn-
mercial and industrial business, he
said.

Much of the commercial cover-
age in Mexico has been written on
a fronting basis, with much of the
risk passed off to 120 registered
reinsurers, said Mr. Estavillo.

However, the restructured insur-
ance regulations require increased
capitalization and more risk reten-
tion among primary insurers, he
said.

Two events have caused a "rapid
evolution" of the Mexican insur-
ance market and, in fact, contri-
buted to a 111% loss ratio last year,
Mr. Estavillo said.

The first of these was the govern-
ment's November 1987 decision to

allow "jumbo" risks to be written
on a non-tariff basis.

That was followed in 1989 by the
government allowance of 100% for-
eign ownership of brokers and 15%
foreign ownership of insurance
companies, which can be increased
to 49% at the discretion of the
Ministry of the Treasury, he said.

As a result, last year the interna-
tional insurance market began
competing with Mexican insurers
for jumbo accounts, which forced
the domestic market to write the
business at a loss, Mr. Estavillo
said.

Nevertheless, liberalization of
the Mexican insurance industry "is
likely to continue in the future, al-
lowing the market to become much
more dynamic and flexible in the
products and services it can pro-
vide," he said.

Risk management has also
played a part in the reformation of
Mexico's insurance industry, he
said. Mr. Estavillo pointed to the
development of sophisticated risk
management programs among
Mexican companies that include
full-time corporate risk manage-
ment executives, loss prevention
and loss control techniques and
self-insured retentions and/or cap-
tive insurance programs.

"A strong growth potential
exists for the insurance industry in
Mexico," he concluded. "For years
it has been highly protected and
effectively closed to outside com-
petition and investment, allowing
it to become undercapitalized, in-
efficient and technologically weak.
New legislation has been passed
aimed at revitalizing the market
via privatization, foreign invest-
ment and increased competition."

Answering a question from the
audience, Mr. Estavillo added that
there is a "prevailing trend"
throughout the Latin American
countries to deregulate and liber-
alize their industries, including in-
surance.

The first country recently to
open its insurance market to for-
eign investment was Chile, fol-
lowed by Peru, Mexico and now
Colombia, he said.

Meanwhile, insurance markets in
the Asia/Pacific region are in vari-
ous stages of development but hold
great potential, according to Wil-
liam Thomas. president of Alex-
ander & Alexander (Asia) Holdings
P.L.C. Ltd. in Singapore.

The region accounts for a "huge
geographic spread" from Japan
and China to Australia and New
Zealand to Pakistan and India.

Within this region, there is a wide
range of distinct cultures, social
structures and economic philoso-
phies, he noted.

Populations of nations in the re-
gion vary from 1 billion people in
China to 2 million people in Singa-
pore. And the size of some nations
may be surprising: 192 million
people live on the 13,000 islands
comprising Indonesia, making it
the fifth most populous country in
the world, said Mr. Thomas.

There also is "dynamic growth"
in the economies of the Asia/Pa-

cific region, although the insur-
ance industry's growth is "lag-
ging" behind technical industries'
growth, Mr. Thomas said.

On the one hand, there is the
huge economic power of Japan, but
on the other there are impo-
verished countries like Laos and

Vietnam, he said.

The Asia/Pacific region features
both open and closed insurance
markets, according to Mr. Thomas.

"In my opinion, the more open
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Liberalization of the Mexican insurance

industry 'is likely to continue in the future,
allowing the market to become much more

dynamic and flexible in the products and services
it can provide,' Mr. Estavillo says.

insurance market is in the interest
of the buyer," he said.

Japan traditionally has been a
closed insurance market with re-
gulated rates and a limited number.
of insurers, Mr. Thomas said.

There is some talk of deregula-
tion, easing of tariffs and the in-
troduction for the first time of in-
surance brokers,.but these changes
will take five to 15 years to imple-
ment and they "won't be drastic,"
he said.

The issue in most of the Asia/Pa-.
cific region-which has been
caught in a soft market for several
years-is to develop the insurance

4%*..·
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markets and "at the same time

. guarantee security," said Mr.
Thomas.

Singapore, for example, has im-
posed freezes on property insur-
ance rates and is considering mini-
mal capitalization requirements
for insurance companies and mini-
mum standards for the chief exec-
utives of insurance-related enter-

prises, said Mr. Thomas.
Malaysia is "severely restricting

the buyer's choice" by placing the
regulation of the insurance indus-
try in the hands of the country's
central bank, he said. It is the only
country in the Asia/Pacific region

"taking a backward step" in insur-
ance regulation, he added.

Indonesia, on the other hand,
allows an open insurance market,
although the capitalization re-
quirement for foreign-owned joint
ventures is four times that of an
Indonesian-owned insurance com-

pany, Mr. Thomas said.
Mr. Thomas stressed that if com-

panies are interested in investing
in the Asia/Pacific region, they
must find the right partners in the
region with which to do business.

Other speakers at the panel dis-
cussion included John M. Jacob,
adviser to Saudi Basic Industries

Corp., who spoke on the Middle
East; and Anders W. Niemann,
deputy chairman of the Risk Man-
agement Society of the Federation
of Danish Industries in Copenha-
gen, Denmark, who spoke on the
Scandinavian market.

Willy Arnouts, risk management
and insurance coordinator of Esso
Inc. in Breda, Netherlands, mo-
derated the session. I

WE CAN CHANGE THE FUTURE.

At this moment there may be a fire in your future.
But that can change. You can put out a future fire now,
before it ever starts.

As a property and casualty insurer, we know the
special problems of the plastics industry We know its
worst nightmare: fire. And we know the steps you can
take to help prevent one. You have to be committed to
those steps. But so does everyone else we group you

with-plastics people like you who share the same
kinds of risks. And who will also share the lowered
premiums and the possibility of dividends that come
with diligent loss control. It's that way for every in-
dustry we insure.

Call your agent or broker about us soon. There's no
time like the present for changing the future.

Atlantic Mutual, 45 Wall Street, New York, NY 10005

5*AtiantieMutual
IT PAYS TO BE CAREFUL.
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Captives considered for marine, aviation risks
By STACY SHAPIRO

MONTE CARLO, Monaco-Risk

managers warn

4 5.NAQ- they will use
captive insurers

rn to cover their

-Z marine and
cs  1 --4 aviation risks if

lk-r« traditional in-
OR U * surance becomes

too expensive
and capacity becomes scarce next
year.

Prices already are rising in the
marine hull and cargo, aviation

and energy markets, and insurers
expect these lines of coverage to
harden even further next year (BI,
July 22).

Several risk managers who par-
ticipated in a roundtable discus-
sion and fielded questions from the
audience addressed the hardening
markets at the Risk Management
Forum in Monte Carlo earlier this

month. The forum was co-spon-
sored by the European Assn. of
Risk Managers and the Risk & In-
surance Management Society Inc.

A risk manager in the audience
asked the roundtable members

whether they use their captives for
"transportation risks."

Marc Darby, director of risk
management/insurance for Bom-
bardier Inc. in Montreal, said the

transportation equipment concern
has not insured its transportation
risks through its captive so far.
But, he added, "we might pretty
soon, with the market shrinking
the way it is. We might be forced to
use the captive."

Pierre F. Haesler, senior vp of
cement and concrete conglomerate
Holderbank Financiere Glaris Ltd.

of Leligny. Switzerland, said: "We
are looking at (using our) captive
for marine programs as the London
market hardens."

Insurers currently are quoting
Holderbank cheap marine rates, so
the company will stay with the tra-
ditional market, he said.

But, if marine underwriters

quote high rates next year, "I will
come in with my cheaper (captive)
rates," Mr. Haesler said.

London-based Unilover P.L.C.

places three global policies with its
captive, said Albert W. van Blit-
terswijk, international risk and in-
surance manager for the consumer
goods company. Those policies are
a global property policy, a liability
policy and a smaller marine policy.

However, the rates charged by
Unilever captive do not fluctuate
with market conditions, Mr·. van
Blitterswijk said.

''As we have transportation
(risks) in many factories world-
wide with many risks, we are able
to offer stable premium level," he
said. "I think it's better to have a

stable premium level than the bot-
tom price.''

The three risk managers fielded
several other questions from the
audience in what was one of the

forum's most lively sessions. Their
discussion and questions focused
mainly on relationships with sub-
sidiaries and implementing global
risk management and insurance
programs.

For example, Mr. Haesler of Hol-
derbank explained how he learned
the hard way that he should have
tried persuading the company's
subsidiaries to accept a new global
insurance program rather than ar-
ranging the program and merely
announcing it to the subsidiaries.

Insuring a cement conglomerate
should be simple, he said, because
the primary risks are posed by the
kilns that manufacture the cement

in 70 factories worldwide.

However, in the early 1980s, a
new global insurance program for
Holderbank was proposed that
would involve captives under-
writing some of the coverage. Top

management liked it, as did bro-
kers, and "we concluded there
were savings," he said.

So the now program was set to
start in 1986. "That's when the

nightmare began," he said.
Since Holderbank is a decentra-

lized company, a friendly letter
went out to all the subsidiaries-

including those in remote parts of
the instructing them to start using
the new insurance program at the
first of the year.

But, many replies said-in "not
so friendly" terms-"we're not in-
terested," Mr. Haesler recalled.
Some had ties with local insurers

that went back as long as 40 years,
as well as strong relationships with
their local insurance markets. "It

just didn't work," he said.
Because many subsidiaries de-

cided not to participate in the pro-

gram, premiums totaled only one-
tenth of the 10 million Swiss francs

the lead insurer had expected the
program would generate.

As a result, Holderbank lost that
insurer and had to find another.

After three years of searching, the
program was placed with Zurich
Insurance Co., Mr. Haesler said.

"What we learned frorn this story
is that in a decentralized

group. .you have to mc·et the cor-
porate culture," Mr. Haesler said.
Brokers and underwriters must

also understand the culture c f your
company, he said.

He advised other risk managers
to -get your in-house shcw to-
gether first. If you don't, you're
lost. Try to convince; never im-
pose."

Holderbank now allows subsi-
diaries to use local insurance com-

  Your team it Hertz Claim

Management is assembled specifically

to meet your TPA needs. Handpicked,

seasoned specialists in every

position. But always with you calling

the signals.

The team works together to

accomplish exactly what y()u require.

Whether it be benefit. workers'

panies if they so desire. However,
50% of all premiums must be ceded
to the company's global insurance
program, he said.

"Does the insurer agree to this?"
asked a member of the audience.

"He has to," Mr. Haesler replied.
Mr. Haesler also said he now

tries to visit every Holdei·bank
plant to better understand its
needs. He tries to meet those needs

and at the same time make sure

that local insurers take proper
steps to avoid losses.

Another audience member asked

whether there is good enough com-
munication among the insurers and
Holderbank so that Mr. Haesler is

aware of what is going on in its in-
surance program worldwide.

"That's a critical issue," Mr.

Haesler said. He said he stays
clued in through thr·ee networks-

compensation or liability claim man-

agement. Hertz Claim Management

comes to each task with a ze:11 and

efficiency you'll only find in a dedi-

cited group that's been handling

claims for The Hertz Corporation for

over 20 years.

Today, Hertz Claim Management

processes over $750 niillion in claims

insurers, brokers and Holderbank's
finance department.

Most of the time there is no prob-
lem, he said.

However, in a complete failure of
communication recently, he did not
hear about a $3 million claim for
three months, he noted.

Uniformity is one basic element
of success in a worldwide insur-

ance program, said Unilever's Mr.
van Blitterswijk. Using standard
policy wording, in particular,
"makes life much easier," he said.

Unilever also has a global prop-
erty and liability insurance pro-
gram written through its captive,
although it uses fronting arrange-
ments in some countries, Mr. van

Blitterswijk said. It is easier,
though, tx, use one or two global
insurance companies that have op-

Continued on next page

yearly for clients nationwide. They

have grown from 300 employees just

three years ago to c,vcr 1,300 today.

And now they've added

one more person. Me, O J. Simpson.

Official play-by-play man for

the #1 team ir claini management.  j
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erations in all nations in which
Unilever has subsidiaries to front

the global insurance programs, he
said.

"We coordinate with insurers to
prevent losses," he said. "And we
say to our units, 'Be careful, be-
cause it's Unilever money at
stake. '"

A member of the audience asked
how quickly local subsidiaries
forward their premiums to the
companies' captives.

"As quickly as possible," replied
Mr. Darby of Bombardier, whose
captive underwrites three policies
for the company. Payments could
take only a matter of hours, since
money today can be wire-trans-
ferred. And, "underwriters say it
will take a maximum of one
month," he said.

In the old days it could take up
to two years for money to flow
from local markets through bro-
kers to the captive, recalled Uni-
lever's Mr. van Blitterswijk to a

0 .

'1 am sorry to see
Europe going the way
of the United States in

the product liability
field,' Mr. Darby says.

round of laughter.
The problem, though, was mainly

governments holding onto the
money, he said.

On average it takes 30 days, Mr.
van Blitterswijk said.

The panel of risk managers also
covered a variety of other topics,
including:
• Fire protection.
Mr. Darby said that Bombar-

dier's Canadair plant with $850
million in assets in one location is

"very well protected from fire."
Aside from sprinklers, there are

six people from the plant desig-
nated to work with the fire depart-

He* Claim Management

Fe, more info,mation contact Robert B. Shomer, EVP

225 Brae Boulevard, Park Ridge, NJ 07656-0713

(201) 307·2929.

ment to smooth out emergency
procedures. In case of a fire,
though, everyone knows that there
is only one person in the plant who
is in charge.

Mr. Darby criticized European
companies for not having sprin-
klers in their buildings. "I don't
think Europeans know about
sprinklers," he said.

Mr. Darby's jibe came only one
week after a London warehouse

fire that destroyed fine art valued
at 30 million to 50 million pounds
($51.3 million to $85.5 million) (BI,
Oct. 14).

A Belgian risk manager com-
mented that there is no interest in

installing sprinklers because there
is no resulting premium savings
and because water damage caused
by the sprinklers would equal fire
damage in some cases.
• Product liability.
"I am sorry to see Europe going

the way of the United States in the
product liability field," Mr. Darby
said.

Business Insurance, October 28, 1991 / 21

Experts detail
how planning
minimizes loss

By GAVIN SOUTER

MONTE CARLO, Monaco-A
well-prepared

65,de risk manage-
/5<2111946 ment plan can

0 prevent a crisisZ from turning
into a disaster, a

broker says.
'r.ORUW Recent exam-

ples have shown
that the opposite is also true, he
adds.

To minimize risk, companies
should be aware of potential crises

Y

and have the means in place to deal
with them should they occur, he
advises.

And corporate crisis manage-
ment plans should be constructed
in cooperation with civil authori-
ties if they are to address all possi-
ble risks, a government official and
a manufacturer agree.

The three discussed effective cri-

sis management during a session at
the Risk Management Forum co-
sponsored by the European Assn.
of Risk Managers and the Risk &
Insurance Management Society
Inc. earlier this month in Monte
Carlo.

Crisis management has recently
become a big issue for companies
as several organizations have inad-
vertently given high-profile exam-
ples of poor contingency plans in
action, said Paul Bruyland, man-
aging director of broker Henrijean
Antwerp S.A. of Antwerp, Bel-
gium.

"Companies have faced a multi-
tude of crises ranging from oil pol-
lution to product tampering to
earthquakes and toxic releases
that took management by surprise.
Furthermore, they were often un-
prepared to respond," he said.

However, companies still are
doing little more than discussing
the issues, Mr. Bruyland said.

"Crisis response and crisis man-
agement. . .are less frequently a
part of the normal business plan-
ning and strategy process than the
flood of words tends to indicate,"
he said.

Companies without crisis man-
agement plans in place are unnec-
essarily risking their futures, Mr.
Bruyland warned.

He defined a crisis as any acci-
dental or intentional event that

significantly disrupts normal oper-
ations. And, he added, one crisis
often can lead to another unless

it is quickly isolated and managed.
If there is no crisis plan or a plan

fails, company profits can be de-
vastated, Mr. Bruyland said.

"When a trusted product is
found to be contaminated, the
product line is not the only thing in
danger. The corporation's entire
public image may be at stake. Lost
revenue could total millions of dol-

lars. Hundreds of employees could
be put out of work," he said.

Even a small fire could cause the
release of toxic materials that can

cost millions of dollars to clean up,
Mr. Bruyland said.

An effective crisis plan should
have six main stages, he said.
These include:

• Risk identification.

"The risk identification process
can be summed up in four ques-
tions: What can happen? What op-
erations will be affected? What will

be the overall impact on the com-
pany? What can the company do to
avoid the effects?" he said.

• Advance preparation.
Companies should establish

methods to minimize the extent of

disruption and damage and build a
core team of people to deal with a
crisis, he said.
• Watching out for the warning

signs.
"Before the eruption of a crisis,

there is often a warning period
during which a prudent and alert
management has the opportunity
to recognize the signals and events
that increase the likelihood of di-

saster," Mr. Bruyland said.
If management spots these warn-

ing signs, then it has an oppor-
tunity to prevent the crisis or at
least prevent it from becoming a

Continued on page 25
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OPEN IN CASE YOU WANT

QUALITY CARE AND COST CONTROL
FROM ONE OF AMERICAS LARGEST

HEALTH CARE NETWORKS.

The Travelers' commitment to

quality products and cost control starts
with 35,000 employees dedicated to
customer satisfaction.

Of these, 12,000 work exclusively in our
Managed Care and Employee Benefits
Operation.

That's the real Travelers difference.

But the numbers get even more impressive.

 50,000 carefully selected and credentialed physi-cians and spetialists and 600 hospitals in 130 major
metropolitan areas.

$1.6billion in new business in 1990-testimony to
«5:*f*$ a company whose health care network delivers
>*12 appropriate care more efficiently through local medi-
R,MffS cal management. A company that customizes pro-

grams because it understands that not all businesses
i tri are the same. A company committed to avoiding
?5* illness - and expense - through wellness and coun-

seling programs.
Two more numbers to be remembered. The

Travelers is backed by $55 billion in assets and by
a 127 year traditionpf service.

This is ManagecCare The Travelers Way.

 The Travelers Insurahce Company and its Affiliates
Hartford, Connecticut 06183

TheTrd*elers j
"".r"I You're better off under the Umbrella:

© 1991 The Travelers Corpora tion .
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Pension plan fiduciaries
i

By Michael S. Melbinger
Life insurers' decision to operate its retirement plan through one

insurance company, as many do This probably will
ENSION LAN SPONSORS and their employees change soon However, in light of the recent
have traditionally relied on several insurance insurance company insolvencies, fiduciaries would

company products-including guaranteed recent upheaval be wise to diversify the insurance product
investment contracts, group annuities, life investments of their plans among several insurance
insurance policies and commingled funds-as
investment vehicles for their retirement plans. will have impact companies Further, they are advised to ascertain, to

the best of their ability, what investments underlie
However, the recent seizure by state insurance the insurance company's products
regulators of several large Insurance Companies, as on employer plans Plan fiduciaries responsible for the purchase of
well as the reductions in the claims-paying ability insurance products must be able to demonstrate that
ratings of a number of the top life insurance the decision to purchase any given product was
companies, will have a significant impact on investigations related to fiduciary duties, pension made only after a careful and diligent evaluation of
employer-sponsored pension plans and the plan fiduciaries are well advised to re-evaluate their other investment choices and competing insurance
fiduciaries who manage those plans current investments and take steps to protect companies The fiduciaries must be able to show

The impact of life insurer insolvency on plan themselves from future liability for the investment that their decision was not based on any collateral
sponsors and participants depends in part on what decisions they have made on behalf of plan benefit to the plan sponsor or other factors The
type of product is held and under what type of plan participants extent to which an independent expert was utilized
For example, companies that invested their pension ERISA imposes affirmative duties on individuals in the evaluation process would be very relevant,
assets in GICs with Executive Life Insurance Co who are pension plan fiduciaries ERISA Section assuming that the determination of the expert was
can expect to lose part of their principal investment 404(a)(1)(A) requires that a plan fiduciary discharge analyzed and the recommendations of the expert, lf
and may be required to make up for this loss over his or her duties with respect to a plan solely in the sound, were followed
time with tax-deductible contributions interest of the participants and beneficiaries, and ERISA fiduciaries should be mindful of the

For dehned contribution plans that hold for the exclusive purpose of providing benefits to potential loss of the attorney-client privilege if the
Executive Life GICs, the problem is more immediate participants and their beneficiaries and same attorneys that represent the plan sponsor also
and acute While it is axiomatic that participants defraying reasonable expenses of administering the represent the fiduciaries This situation is common
bear the risk of loss under a defined contribution plan when a plan committee, comprised of the plan
plan, in those cases where the plan sponsor (or an In the seminal case on fiduciary duty, Donovan sponsor's officers, makes investment decisions for a
investment committee appointed by the plan vs. Bterwirth, the court held that fiduciaries must retirement plan
sponsor) specified the investment choices for discharge their duties .

with an eye single to the In this situation, the committee is well advised to
participants' accounts, they acted as a fiduciary interests of participants and beneficiaries." The hire legal counsel separate from the legal counsel of
Pension plan fiduciaries may be held liable for the the plan sponsor in order to shield any
participants' losses if they have not properly communications with counsel under the
carried out their responsibilities within the scope of Pension plan fiduciaries are well attorney-client privilege In each of the lawsuits
the Employee Retirement Income Security Act of advised to re-evaluate their current filed so far by the Department of Labor, individual
1974.

investments and take steps to protect executives also were named in the complaint in their
Soon after the seizure of Executive Life, plan

themselves from future liability for the capacity as plan fiduciaries
participants of both Unisys Corp and Honeywell Because of the uncertainties inherent in this
Inc filed suit in federal court against benefit investment decisions they have made. rapidly evolving situation, many employers are
committee members and the companies, alleging

- reluctant to invest additional retirement plan funds
breach of fiduciary duties in their decision to with Mutual Benefit Life Insurance Co or any other
purchase GICs from Executive Life (BI, May 27) court also for the first time gave voice to the notion insurance company Employers maintaining plans
Since then other plan sponsors and fiduciaries have that, in situations in which ERISA fiduciaries face a that currently hold insurance products of a troubled
been sued by their participants potential conflict between their duties to insurer may need to respond quickly to several

The Department of Labor also has taken action participants and their role as officers, directors or different aspects of the insurance company
with respect to the fiduciary duties of pension plan employees of the plan sponsor, they may have to insolvency crisis The employer and plan fiduciaries
committees In lawsuits filed in federal district use independent legal and financial advisers. may need to
court against three companies, the department has ERISA Section 404(a)(1)(B) requires plan • Establish an alternative retirement or savings
alleged improper selection of Executive Life as an fiduciaries to discharge their duties with the care, plan funding vehicle so that future monies do not
annuity provider skill, prudence and diligence under the flow into an insolvent or suspect insurer

In its complaint against Maxxam Inc of Houston, circumstances then prevailing The requirements of • Evaluate any fiduciary exposure from the
the department alleges that the company and care, skill, prudence and diligence seem to have purchase of the insurance product, as well as their
certain of its executives selected Executive Life as evolved into a requirement that the fiduciaries fiduciary duties going forward
the annuity provider for its terminated pension plan follow a course of procedural prudence in decision • Devise alternatives for compensating employees
"despite negative findings by a recognized making, that is, if the fiduciaries have diligently or retirees whose retirement savings may be
insurance expert as to the insurer's claims-paying engaged in (and documented) an investigation and impaired
abilities " discussion of information and alternatives in regard • Review contracts and other plan documents to

The complaint against Los Angeles-based to any decision, the courts will be loath to challenge make certain that the plan and its participants are
MagneTek Inc , members of its board of directors that decision. protected should further insurer insolvencies

 and certain of its executives as fiduciaries, alleges The court in Katsaros vs Cody described it as occur

that Executive Life owned more than 10% of the "whether the individual trustees, at the time they • Monitor or participate in proceedings before the
company's stock and therefore was a engaged in the challenged transactions, employed courts and state insurance regulators

.*fparty-in-interest with respect to the annuity the appropriate methods to investigate the merits of • Investigate coverage under, and represent the
9 purchase, making that purchase a prohibited the investment and to structure the investment " employee before, the various state guaranty funds

transaction (BI, June 17) The "prudent man" requirement of Section 404 • Analyze the contract between the employer or
AFG Industries Inc. of Fort Worth, Texas, and also has evolved into a "prudent expert" plan and the insurance company to determine their

members of its pension committee are alleged to requirement. Courts have held that good faith is not rights (or the rights of employees) under the
have failed to utilize a meaningful bid process or enough in decision making Where fiduciaries are contract

analyze Executive Life's claims-paying ability (BI, not sufficiently knowledgeable or experienced, they • Organize a group of similarly situated
July 15) should utilize an independent expert (Donovan us companies or associations to achieve economies of

The Labor Department has said that it is Bterin:rth) In light of the case law and Department scale in pursuing the above objectives
Investigating "about 60 similar cases " The of Labor opinions on the issue of prudence, virtually
department claims to have sent letters to several all plan fiduciaries would be well advised to consult

hother employers alleging that the selection of an independent expert when making investment
Executive Life as annuity provider was imprudent, decisions in regard to plan assets
and threatening suit if the employer does not restore Finally, Section 404(a)(1)(C) requires that
any losses suffered by retirees or beneficiaries and retirement plan fiduciaries diversify the investments
guarantee the future payment of retirement and of the plan, "so as to minimize the risk of large
death benefits through investment with another losses, unless under the circumstances it is clearly

Michael S Melbinger ts a partner in

the employee benefits department of
insurer not prudent not to do so " the law firm McDermott, Will &

Based on this increase in both litigation and To date, no case has challenged a plan sponsor's Emery in Chlcago
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Evaluating property loss
When a pickup is purloined, several parties could suffer

By The Insurance Institute
of America

The following question and answer
are drawn from the curriculum for the
Associate in Risk Management
designation awarded by the Insurance
Institute Of America. They represent
the type Of question asked-and the
possible answers-in one Of the three
examinations for the A.R.M.

designation.

This month's exercise, drawn from a
recent national examination in ARM

54-the Risk Management
Process-describes how a single

event-here a truck theft-can cause
losses to a variety of parties and how
these losses can be properly valued by
a number Of distinct valuation
standards.

Q: Owen lent his twin brother, Bob,
one of several pickup trucks Owen
owns. First Bank holds a secured

interest in this truck. Because Bob

needed to use the truck for reliable

daily transportation to his job, Bob

left the truck overnight at Friendly
Garage to have a slow leak in a tire
repaired. That night, while Friendly
Garage was closed, the truck was

stolen from its unfenced parking area
and never recovered.

• Describe the nature and extent of

any property loss, and any other
specific type of loss that each of the
following parties is likely to have

AR.M. exercises

suffered because of this theft: Owen,

Bob, First Bank and Friendly Garage.
• Pair or set value is relevant to

determining the dollar amount of some
personal property losses. Explain

whether pair or set value is useful in
determining the amount of any
property losses described in your
answer to the above question.

A: • Specifying the nature and the
extent of each party's property losses
and any other losses would involve

identifying the type of loss involved
and the proper standard of value for
measuring the extent of that loss.

8,0 Owen's major property loss in
this case is the full value of the truck

he owned, probably measured by its
actual cash value or its replacement
cost. Owen's only other type of loss is
the loss of the use of the truck. This

loss of use is best measured by the cost
to rent a replacement truck until
Owen purchases a new truck.

;00 The question gives no basis for
any property loss to Bob, although he
may have lost some personal property
he happened to leave in the truck. The
value of this loss would be the

replacement cost or the actual cash
value of any such property.

Bob's other losses may include a loss
based on liability to Owen for

negligently selecting Friendly Garage

to repair his brother's truck, a
selection that arguably was the cause
of the truck being stolen. If Bob is
liable to Owen, the measure of Bob's

liability loss is the amount paid to
Owen as a verdict or in settlement of

his claim plus any legal expenses Bob
may incur. Bob's only other loss could
possibly be loss of transportation to

work, which is measured by the cost of
temporary substitute transportation

until Bob can make more permanent
arrangements.

1 For First Bank, its property loss
is the value of its secured interest in

the stolen truck.

This value usually is measured as
the unpaid balance on the truck loan
plus interest that would have been
earned. However, if a loan is repaid
despite the truck's having been stolen,
the bank's secured interest is not

damaged and the bank suffers no
property loss. The bank's only other
potential loss would be any loss of
interest earnings on the loan, which
may be no loss at all if the loan is
repaid on schedule.

8,0 The circumstances of the case

give no explicit indication of any
property loss by Friendly Garage

unless, perhaps, some of the garage's
tools had been left in the truck before

it was stolen. If any such tools were

not recovered, the garage's resulting
property loss would be their actual
cash value or their replacement cost
value.

With respect to other losses, the
garage may be liable as a bailee to
Owen for the theft of his truck. The

extent of this possible liability loss
would be the amount the garage would
pay Owen for the truck, plus any
related legal expenses, plus the value
of any goodwill (market reputation)

that the garage may lose.
• Pair or set value recognizes that

the total value of a pair or set of items
of personal property usually is greater
than the sum of the values of the

individual items in the pair or set. If

only one item in a pair or set is lost,

therefore, the value of the remaining
items is lowered more than

proportionally.

For example, the value of the one

earring remaining after its mate has
been stolen is less than half the value

of the pair if it were intact.

Nothing in the circumstances of this
question suggests that pair or set value
is relevant. It is possible, however,
that the truck contained some

members of a pair or set of items of
property that also were stolen. I

The sample questions and answers
used in this column are taken from the

Associate in Risk Management
designation curriculum of the IIA. For

more information on the content Of the
A.R.M. program, write Dr. G.L. Head,
Vp, Insurance Institute of America,
P.O. Box 314, Malvern, Pa. 19355.

Coverage denied for expenses
The U.S. Court of Appeals for the Seventh Circuit

ruled that an excess liability insurer's obligations
began when the primary insurer paid claims of $3
million, not when the insured's out-of-pocket
expenses, including legal fees, reached that amount.

Harbor Insurance Co. issued excess policies to
Harnischfeger Corp. that provided that the policies
did not attach unless and until the insured or its

primary insurer shall have paid the amount of the
underlying limits on account of such occurrence.

The underlying limits were $1 million combined
single limit for each occurrence and $3 million
combined single limit in the aggregate.

Harbor contracted with Employers Insurance of
Wausau A Mutual Co. for administration of its

obligations. Its contract with Wausau limited that
firm to $3 million of outlay including legal fees and
costs.

When Wausau paid $3 million including legal fees
for each year of coverage years, the insured
tendered to Harbor the defense of claims against it.

At issue here was whether Harbor's policy became
effective when the insured (through Wausau) spent
$3 million out-of-pocket, or only when it had paid
$3 million in claims.

Harbor sought reimbursement from the insured.
The trial court ruled for Harbor.

On appeal, Harbor argued that in the insurance
business, underlying limits are understood to mean
sums paid to claimants, and not the policyholders's
out-of-pocket expenses. The policyholder did not
disagree with this argument as it applied to a
standard policy; however, it asserted that Harbor
had written a non-standard policy, yielding a
non-standard result.

Lego/brieS
But, the court disagreed, concluding that no sane

insurer would give its policyholder an option to
count against the $3 million anything that it put in
the agreement with Wausau. The court said that
clauses of limitation do not obligate insurers to pay.
Hamischfeger Corp. vs. Harbor Insurance Co., U.S.
Court of Appeals for the Seventh Circuit, March 18,
1991 (BI,02/N.-$10)

Reservation of rights
At issue in this case before the Supreme Court

of Alabama was whether an insurer, after

undertaking to defend a potential policyholder
without reserving its rights to deny coverage and
without keeping that policyholder apprised of the
status of the case, can thereafter successfully deny
coverage two years after beginning a defense in the
case.

The court concluded that the insurer could not as

it had failed to keep the policyholder informed of
the status of the case.

Shelby Steel Fabricators was covered under a
comprehensive general liability policy issued by
USF&G Corp. The policy excluded coverage for
product liability injuries or damages arising after
the completion and delivery of the product.

In 1983, Shelby contracted to fabricate but not
install a steel support structure. The steel structure
was delivered to the owner and installed.

In 1984, the structure collapsed causing
substantial damage. The owner sued several parties
including Shelby. Shelby notified USF&G, which

retained a law firm to defend Shelby.
From March 1985 until July 1987, USF&G had

exclusive control over Shelby's defense. Although
USF&G was kept abreast of the status of the

lawsuit, Shelby was never consulted in any way
regarding its defense.

Twenty-nine months after undertaking Shelby's
defense, USF&G sent Shelby a reservation of rights
letter that denied coverage based on the policy
exclusions.

Shelby then brought this suit against USF&G
seeking to force the latter to continue the defense.
The trial court ruled for the insurer.

The appellate court said that an insurer must meet

its "enhanced obligation of good faith" in order to
deny coverage pursuant to a reservation of rights.

In its ruling, the court said, "This obligation
includes. . .keeping the insured apprised of the
status of his case." Here the court observed that

Shelby was not kept informed as to the status of its
case between the initial notice of the reservation of

rights and the insurer's denial of coverage 29
months later. Therefore, the court concluded that

USF&G must indemnify Shelby for any liability in
the underlying suit.
Shelby Steel Fat).ricators us. USF&G, Supreme

Court of Alabama, May 18, 1990, rehearing denied
Sept. 21,1990 (BI/01/Jy.-$10)

These abstracts were prepared by Cases Unlimited
Inc. Copies Of these decisions are available by

sending a $10 check payable to Cases Unlimited to
Business Insurance, 740 N. Rush St., Chicago, Ill.
60611-2590. List the number for each opinion.



Crisis planning
Continued from page 21
disaster, he said.

Warnings also can take the form
of other disasters, he said. For ex-
ample, "The Herald of Free Enter-
prise capsizing alerted the whole
shipping industry to safety standards
and operational procedures of ships
carrying passengers," Mr. Bruyland
said, referring to the 1987 ferry disas-
ter (BI, March 16, 1987).
• Managing the crisis.
The source of the crisis should be

isolated, and the damage should be
controlled, he said. "Nothing should
take precedence over the company's
response to the crisis," he said.
• Recovering from the crisis.
This stage should fall back on

plans to change operating modes and
sites and maintain critical functions,
Mr. Bruyland said.
• The return to normal operations.
"The return to normal operations

is an excellent time to assess new

risks and exposures, think over the
crisis management plan, assess team
performance and redefine crisis
needs," he said.

Preparing for a crisis in an area
the size of Antwerp in Belgium re-
quires input not just from the busi-
ness community, but from civic auth-
orities as well, said Andries
Kinsbergen, governor of the Prov-
ince of Antwerp.

The Belgian province is the sec-
ond-largest chemical center in the
world; it has a port that trades more
than 100 million tons of goods a year;
and it is also the world's diamond

center, according to Mr. Kinsbergen.
Contingency planning is vital to

such an area. And for it to be opti-
mally effective, local industry has to
be involved with the government in
the planning stage, Mr. Kinsbergen
said.

The Assn. of Industrial Companies
North of Antwerp, or VIBNA, created
files containing specific data on the
quantity and danger of all the prod-
ucts stored at the companies.

Among the group's 43 members are
chemical, petrochemical, automobile
and electronics manufacturers.

The files also included details of
measures that needed to be taken if
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the products were damaged and med-
ical files that detail how to treat in-

juries sustained from contact with
any chemicals that could be released,
said Henrijean's Mr. Bruyland.

"Through positive cooperation
with the industry, we have set up a
system which provides the best help
when a disaster occurs," he said.

The concentration of so many in-
dustries in one area could obviously
pose a significant threat to the en-
vironment if a crisis occurred, said
Jaques Claeys, a director of chemical
manufacturer Solvay S.A. in An-
twerp.

Consequently, the safety officers of
the VIBNA member companies meet
eight to 10 times a year to assess
problems. "This means that standard
safety procedures can be established,
and this can be particularly valuable
for smaller companies," he said.

The session was moderated by
Willy Arnouts, risk manager and in-
surance coordinator for Esso Inc., a
petroleum refining concern in Breda,
Netherlands. I
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Surplus Underwriters Casualty Insurance Company:

Specialists in all areas
of miscellaneous

health care malpractice
Surplus Underwriters is a unique market for
miscellaneous health care malpractice cover-
age. We are a stable, financially sound, 21 year-
old company supported by AM. Best "A"-rated
reinsurers, and this is the only class of business
we write. Because it is our specialty, we often
write services and professions other companies
refuse. Surplus Underwriters is an approved
surplus lines insurer in most states.
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Employee Benefits Communication Awards Luncheon
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Kathryn Mcintyre, Editor and Associate Publisher of Business Insurance,
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• booklets • multi-media programs
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this year's EBC Competition.
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are communicating their employee benefits.

Monday, November 18, 1991
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be sent upon receipt of paid reservations.
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Enhancing loss control effo rts
Panel examines global approach to employers' loss prevention procedures

By GAVIN SOUTER

MONTE CARLO, Monaco-Inter-
national com-

-ANAQ panies should
/.489//91/ adopt global loss

j*A/ji=(11 control systems
-  Z for their health
e ttf -' and safety expo-

>*t643>' sures like those
they use for prop-
erty risks, a risk

manager advises.
Using a global approach will en-

able a company to better identify
its health and safety exposures while
reducing duplication of effort at vari-
ous sites, he says.

Although a global approach is
common for property risk manage-
ment, impending legislation in Eu-
rope will likely produce changes in
those loss control procedures, an in-
surer adds.

Existing and future legislation also
will lead to huge changes in environ-
mental loss control techniques, a bro-
ker says.

The three panelists participated in
a session on global loss control stan-

dards at the Risk Management
Forum co-sponsored by the European
Assn. of Risk Managers and the Risk

& Insurance Management Society
Inc. earlier this month in Monte

Carlo.

In the past, corporations have been
reluctant to implement a global
health and safety loss control system
because it has been regarded as a
low-risk area, and employers liability
and workers compensation insurance
premiums were predictable, said Bob
Mudge, European safety coordinatcr
for Pedigree Petfoods, a division of
Mars G.B. Ltd. based in Melton

Mowbray, England.
But, without a global loss control

program, there can be wide vari:-
tions in health and safety programs
among the different sites owned by a
corporation, he said.

To set up a global health and safery
loss control program, risk managers
should follow the same steps involved
in their property loss control pro-
gram, Mr. Mudge said. Those steps
include:

• Risk identification.

• Quantification and analysis of
risk.

• Development and implementa-
tion of controls.

• Monitoring and reviewing the
program.

Risk identification should cover E-11

A BRIEF MESSAGE ABOUT INSURANCE

PLACEMENTS FOR

W 11 • Security Guards,

• Patrol Services,

• Detective Agencies,

• Armored Car Service,

• Alarm Monitoring and

• Alarm Installation

For more than a decade CoverX Corporation has
continuously provided a stable insurance product

forthe Security Industry. During that time many
companies and agencies professing to

"specialize" in this industry have come and gone.
In today's difficult insurance marketplace most
aresimply gone. COVERX CORPORATION IS

STILL HERE, providing that industry with custom
tailored GENERAL LIABILITY AND

PROFESSIONAL LIABILITY.

I f you have current or potential clients in the security industry whose long range interests lie in
obtaining a quality nsurance product in a stable market then you owe them a CoverX quotation.

For further information or applications call or write...

COVER- CORPORATION
P.O. Box 5096, Southfield, Michigan 48086

Telephone: (313) 358-4010
Facsimile: (313) 358-2459

of a corporation's health and safety
exposures, he said. For example,
these could include transport and au-
tomation risks, chemical and respira-
tory exposures, and risks associated
with electrical, maintenance and in-
stallation work, Mr. Mudge sa.d

"In the last category, contractors
present an additional risk :actor,"
he said.

When quantifying and analyzing
health and safety risks in the work-
place, the risk manager shouId study
past incidents to establish th€ir basic
causes, Mr. Mudge said.

"The global or corporate approach
provides a wide base of data and has
helped us to decide on those aspects
of our business which are the highest
priorities for developing (loss control)
standards," he said.

The identified health and safety
risks can be controlled by using sev-
eral strategies, Mr. Mudge said.

For example, risks can be avoided
by substituting non-hazardous ma-
terials for hazardous ones; a risk can
be transferred by contracting with
specialists to carry out dangerous
work or by insurance. The risk can
be retained, as long as the risk does
not involve the chance of serious in-

jury. And, the risk can be reduced
through measures like traking em-
ployees in safety procedures, he said.

"The global standards we have de-
veloped to date are mainly involved
with risk avoidance and risk reduc-

tion strategies," Mr. Mudge said.
Performance is monitored by man-

agement inspections, external audits
and the investigation of near misses
and actual losses, he said.

By adopting a global health and
safety loss control program, Pedigree
Petfoods has reaped many benefits,
Mr. Mudge said.

"A great deal of knowledge and
experience exists across the corpora-
tion. This includes accident data and
information which assists in identifi-

cation and quantification of risk," he
said.

"Solutions to problems can be
shared so that we do not all have to
invent the same solution. We can

share the knowledge and expertise
of managers and safety profes-
sionals," he said.

Developing a global health and
safety loss control program also gives
the company the reputation for being
a caring employer, which helps moti-
vate employees, Mr. Mudge said.

Global property loss con=rol stan-
dards are equally important, and
they are likely to be affected by im-
pending government legislation, said
Stephen Simpson, chairman and
managing director of Facto:y Mutual
International Ltd. in London.

For example, he said, the removal
of trade barriers in Europe after 1992
will pave the way for single Euro-
pean fire protection standards.

Currently, the Comite European de
Normalisation, an organization re-
sponsible for harmonizing safety
standards, has more than 200 tech-
nical committees studying safety
standards, Mr. Simpson sail.

"When a CEN standard is m place,

it will take precedence above all
other national standards," he said.

However, because the development
of new Europewide standards is a
long process, the CEN has accepted
the "Unique Acceptance Procedure"
to try and speed up the process, Mr.
Simpson said.

Under this procedure, if an ex-
istmg standard has wide acceptance
throughout Europe, it can be submit-
ted to the CEN for adoption in the
place of a new standard, he ex-
plained.

The European safety standards
should be in place by the end of the
19905, he said.

When this happens, the growth of
multinational companies should lead
to a convergence between North
American and European standards

and, ultimately, worldwide safety
standards will develop, Mr. Simpson
predicted.

Another area of concern for risk

managers surrounds environmental
loss control issues, said Andrew

Hicks, deputy chief executive of
Bowrmg London Ltd.

"Managing environmental risks is
one of the most complex tasks facing
managers in industry today. Not only
do they have to grapple with the
physical, scientific and engineering
aspects of risk, but they must deal
sensitively with an increasingly intol-
erant public," he said.

Risk managers also have to con-
trol financial losses stemming from
an environmental loss, Mr. Hicks
said.

Financial losses may include: loss
of production if a factory is shut
down by regulators for environmen-
tal reasons; loss of sales if the public
deems a company environmentally
irresponsible; negative land values if
the cost of cleaning up a site is more
than the land is worth; and the high
cost of cleaning up the polluted site
itself, he said.

Unlike property, health and safety
risks, environmental risks cannot be

restricted to a single site, Mr. Hicks
said.

"Environmental risks, by defini-
tion, relate to the location and sur-

roundings," he said. Therefore, en-
vironmental loss control standards

need to take into account the sur-

roundings of a company's specific 10-
cations, Mr. Hicks said.

The main environmental concerns

of corporations are: air quality, in-
dustrial hygiene, groundwater and
surface water, waste management,
contaminated land, noise pollution,
major accidents and transport of ma-
terials, he said.

Any environmental risk should be
properly evaluated before a program
is imposed, Mr. Hicks said.

"There is no point in imposing very
tough and costly standards of protec-
tion at a facility where loss of con-
tainment or an atmospheric emission
would create no risk, because there is
no population likely to be exposed,"
he said.

And, to ensure that suitable stan-

dards are effective, regular audits of
the loss control program should be
held, Mr. Hicks said.

Despite variances among the en-
vironmental risks of different sites,

some fundamental principles of an
environmental loss control program
can be established, he said. These
principles are that:
• There should be physical pro-

tections-like spill containment
equipment-to contain environmen-
tal risks.

• Operating procedures should en-
sure that plants are operated safely
within their design criteria.
• The maintenance program

should include frequent preventative
and repair procedures and an exami-
nation of the history of the plant.
• There should be an emergency

plan to deal with major incidents.
"The general standards can form

the basis of fundamental global stan-
dards, but they must allow for local
interpretation or modification to
cater for specific local exposures,"
Mr. Hicks said.

To ensure that a sound corporate
loss control philosophy is propagated
throughout a corporation, the im-
petus for environmental risk manage-
ment should come from senior execu-

tives within a company, Mr. Hicks
said.

"Exactly how this is done, and to
what extent it is a truly global pro-
gram, will depend on the manage-
ment structure and style of the orga-
nization," he said.

The session was moderated by
Candace Clark, international risk
manager for Apple Computer Inc. of
Cupertino, Calif. I



Corporate security risks rising: Experts
By GAVIN SOUTER

MONTE CARLO, Monaco-The
end of the Cold

<AAG- war, the spread
4- %,0>*AN of Islamic funda.
B ' /"1-2-2 rn mentalism and
-  2 declining moral
C* .M*iM --1 standards are in-

'2*325/ creasing the secu-
rity risks of cor-
porations,

security experts warn.
And as some areas of the world

become more volatile and more com-

petitive those risks will only be
heightened, they say.

Consequently, corporations should
bolster their security plans, some of
which were found to be deficient
during the Persian Gulf War, accord-
ing to speakers who addressed corpo-
rate responses to security and war
risks during the Risk Management
Forum co-sponsored by the European
Assn. of Risk Managers and the Risk
& Insurance Management Society
Inc. earlier this month in Monte
Carlo.

Security-related threats facing in-
dustry during both war and in peace-
time include terrorism, industrial es-
pionage, product theft and computer
fraud, said Gilbert Liebaert, a senior
security adviser with Exxon Co. In-
ternational, a Florham Park, N.J.-
based unit of Exxon Corp.

Terrorism could become particu-
larly difficult to guard against in Eu-
rope after 1992, he said.

"In the new Europe, without sig-
nificant border controls, somebody
can drive a truck full of arms from

southern Italy up to Denmark with-
out being stopped once," Mr. Lie-
baert explained.

Risks of industrial espionage also
will increase as the new democracies

emerge in Eastern Europe, he said.
Industries in the East lag well be-

hind their competitors in the West.
So the Eastern European industries
will want access to information that

their new competitors may not want
to share, Mr. Liebaert said.

"Whatever your neighbor has that
is better than what you have, you go
after jt," he said.

Industrial organizations may take
up where the political espionage ex-
perts in the Soviet Union's KGB left
off, Mr. Liebaert warned.

The changes in Eastern Europe will
also lead to more product theft, he
said.

"People east of Berlin are in short
supply of goods which we take for
granted. For example, in some of
those countries, the plastic bags
which our stores give away are sold
on the black market," Mr. Liebaert
said.

More expensive products that are
in short supply in the East and may
tempt thieves include televisions, vi-
deocassette recorders, telephones and
clothing, he added.

Computer fraud is only just be-
ginning to emerge as a major in-
dustrial threat in all countries, but
it is sure to increase, Mr. Liebaert
said.

Other security threats are still de-
veloping, he said.

One emerging threat is illegal ac-
tions by environmental activists, Mr.
Liebaert said.

Some organizations have been in-
filtrated by people with "a wonderful
naiveness" who try to physically
harm organizations they believe are
harming the environment, he said.

Industry will soon be hit with other
security concerns, Mr. Liebaert said.

First, the globalization of com-
panies will lead to an increase in
crime, he said.

"1992 is a wonderful thing for
companies but it will also lead to a
great time for criminals. . . Organ-
ized crime is looking at 1992 as a
bonanza," Mr. Liebaert said.

Organized criminals, like legiti-
mate companies, will be able to cross
borders much more easily, he said.

Changing moral values will also
lead to more crime, he warned.

"What was theft yesterday is ac-
cepted today. For example, people
are more likely to buy stolen goods
today," he said.

There will also be more interna-

tional conflicts, Mr. Liebaert said.
"Africa is already an area of tur-

moil and the spread of Islamic fun-
damentalism will lead to even more
violence, because there are thousands
of people who are willing to die for
their cause," he said.

The risks associated with war also

are a major concern for corporations,
and this year, during the Persian
Gulf War, corporate contingency
plans for war were violently tested,
according to Dominic Baland, man-
aging director of security consultant
Safeway International S.A. of Erps-
Kwerps, Belgium.

During any war there are three
risk zones, Mr. Baland said: the com-
bat zone, the threatened zone, and
the terrorist zone.

"The combat zone is a very vio-
lent area and no industrial activity
takes place there, he explained, ad-
ding that the combat zone "has
grown with the development of far-
reaching modern weapons."

Threatened zones are not violent,
but could become so, he said. In the
Persian Gulf War, for example, he
said threatened zones included Iran,
Jordan, Israel and Syria.

Terrorist zones are less easy to de-
termine, Mr. Baland said. In the Per-
sian Gulf War, for example, Iraq de-
clared that it would organize terrorist
acts outside of the combat zone, and
these acts could have taken place
anywhere in the world, he said.

"The Gulf War showed how dif-
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ficult it was for companies to as-
sess the dangers in the different zones
and there was a lack of rational ac-

tion plans," he said.-
For example, many U.S. companies

with operations in Europe reacted
with security measures that were out
of proportion to the threat, Mr. Ba-
land said.

In particular, travel restrictions
imposed on employees were unneces-
sarily onerous, he said.

Better planning could have helped
companies react rationally, he said.

For potential combat and threa-
tened zones, companies should have
evacuation plans, Mr. Baland said.

"You need to get your staff out
quickly and some of them may have
psychological and bodily injuries.
Also, you may have to house them
when they return to their home coun-
try," he said.

Companies should prepare for an
overseas office's evacuation by pre-
paring passports and visas and make
plans to transport and reunite fami-
lies, Mr. Baland said. Test runs
should be carried out regularly.

Companies should also have plans
for destroying confidential docu-
ments and any secret prototypes
being developed in the combat and
threatened zones, Mr. Baland ad-
vised.

In potential terrorist zones, com-
panies should make sure that anti-
terrorist measures are in place, he
said. This includes putting confiden-
tial information on microfilm and

placing documents in a safe place.
The session was moderated by Paul

York, vp-corporate staff, risk man-
agement and insurance, for ABB
Asea Brown Boveri Ltd. of Zurich,
Switzerland. I
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Kuwait seeks assistance

to file war damage claims
By STACY SHAPIRO

MONTE CARLO, Monaco-

Three separate

+AN-496' groups are vying

4,<391NA$ to win a risk
+ managem.ent

ORU'.
assess and file

up to $100 billion in war-related
claims against Iraq.

A consortium of London loss ad-

justers, attorneys and accountants;
Peat Marwick Main & Co. in Lon-

don; and Alexander & Alexander
Services Inc. of New York; each

have submitted proposals to the

"Save or a

rainy day ...

Kuwaiti government on how to
process the claims and submit
them to the United Nations for ap-
proval.

The decision on which bidder

will win the contract is "immi-

nent," said William C. Thomas,
chairman and chief executive offi-

cer of Alexander & Alexander's

Asia/Middle East operations.
The contract could be worth be-

tween $5 million and $10 million in

consulting fees, Mr. Thomas said in
an interview at the Risk Manage-
ment Forum co-sponsored by the
European Assn. of Risk Managers
and the Risk & Insurance Manage-

ment Society Inc. earlier this
month in Monte Carlo.

The most complex claim to be

"A penny saved is
a penny earned ...

'

"A penny or your
thoughts..."

"You get what you
pay for ...

I. .

evaluated will be the claim for

damage done to the Kuwaiti oil
reservoirs, Mr. Thomas said.

"There's obviously some damage
to the reservoirs, which will cause

more than likely a (reduction in)
the oil output over an extended
period of time," he said. "And it
will take a team of people years to
evaluate that. So you're talking
open claims of maybe 15 to 20
years."

However, claims for physical
damage and lost property from the
civilians and residents of Kuwait

must be processed first, Mr.
Thomas said. "Our operation, as
well as the United Nations' dictate,
responds to the individual first-
and we think that's important."

A&A became involved in this re-

building immediately after Kuwait
was liberated from Iraqi control by
allied forces in early March.

Mr. Thomas-who speni eight
years working in Saudi Arabia for
A&A before moving to Singapore
last year-flew into Kuwait on a
Saudi Air Force transporter plane
March 28 to learn what assistance

was needed to rebuild the country.
Altogether, he's been to Kuwait
eight times since March.

It was obvious from the begin-
ning "that part of the redevelop-
ment of Kuwait would involve in-

surance and risk management.
We went to look at the business

potential and to see what, if any-
thing, we as a company could
offer," he explained.

Mr. Thomas noticed when he

first arrived in Kuwait that "sur-

prisingly" there had not been much
damage to the infrastructure.
However, there had been tremen-
dous looting by the Iraqis, he said.

"Everything that was movable-
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whether it was tied down or not-

was gone-cars, furniture, things
off the wall, bathroom fixtures,"
he said.

"But there wasn't much struc-

tural damage to buildings. There
were several buildings" like those
"owned by Kuwait Airways (Corp.)
and the Sheraton (Hotel) that were
damaged. But they don't have to be
torn down and rebuilt. Most of

them are reparable, even the ones
that had some structural damage."

Mr. Thomas speculated that
there was less structural damage

than first thought, because the
Iraqis expected to live in Kuwait.
"They weren't going to ruin every-
thing," he said.

After seeing the country, A&A
examined what business opportun-
ities there were. Since A&A had

worked with Arab governments in
the Middle East in 1979, Mr.
Thomas decided to talk to the

Kuwaiti government officials.
"We started talking to the

Kuwaiti government from the fi-
nance minister to the minister of

municipalities, coordinating our
activities with the U.S. Embassy in
Kuwait, which is playing a very
key and important role in that re-
development," he said.

From these discussions, it be-
came clear that the United Nations

was going to require Iraq to pay
war reparations to Kuwait, he said.
The reparations would be paid
from a 30% levy on Iraq's oil ex-
port revenues, he explained.

This amount is supposed to equal
the amount that Iraq used to fund
its "war machine," so that there

should not be any economic impact
on the Iraqi population, Mr.
Thomas said.

A&A saw an opportunity to con-
sult with the Kuwaiti government
on how to assess and file claims for

war reparations, he said.
"You've got 2.5 million people

who are going to put claims in,
(plus) all these different govern-
ment agencies that are going to
write claims and submit them; and

these have to go into a format that
would meet with U.N. require-
ments and would also meet with

credibility requirements, because
they're going to be reviewed by the
Iraqi government," he said.

"So we put up a proposal to de-
velop that consultancy to the
(Kuwaiti) government," said Mr.
Thomas.

Although A&A developed its
proposal in May and June, it was
not until July that the United Na-
tions passed resolutions about war
reparations. Following the U.N.
resolutions, Kuwait set up a gov-
ernment agency to coordinate the
war-related claims against Iraq.

Mr. Thomas said that A&A's

proposed risk management con-
sulting program will consist of sev-
eral functions, including:
• A procedure for all Kuwaiti

citizens and other residents-

"which are two vastly different
numbers in Kuwait"-as well as

public sector operations to submit
damage claims incurred during the
invasion and occupation.
• Setting a value on those dam-

ages and translating the claims
into a computerized format that
would be acceptable to the United
Nations.

• Public relations work to in-

form the Kuwaiti population about
how to file claims.

• Checking the claims for accu-
racy.

• Setting some standards for

evaluating the claims.
"You have nothing to evaluate

from when all the goods are gone,"
said Mr. Thomas. "You have noth-

ing to go in and evaluate the claims
from. The five cars they had are
gone; the wall hangings they had
are gone; the clothes they had are
gone. And all the documentation
for all this stuff is gone. So you
have to develop some techniques of
values that would be equitable.

"That's a hard thing to do in
Continued on next page



Duaineaa insurance, UCIODer 26, 1991 / 29

Continued from previous page some other Kuwait-related busl-

any society and will be even more ness, like the placement of some
difficult in an Arab country that energy-related reinsurance treaties New ventures blanket'
has just had itself almost elimin- for some of the national Kuwaiti
ated from the face of the Earth " insurance companies, a contractors
• Processing the claims, which all-risk reinsurance program and

Mr Thomas estimates will total some employee benefits programs
between $30 billion and $100 for Kuwaiti conglomerates whose Monte Carlo conference
billion expatriate employees are returning

"The reason for the variance in to Kuwait, Mr Thomas said
number is that the United Nations A&A's Kuwaiti effort has been

By STACY SHAPIRO the other four countries after 1995, longer," Mr Mascotte said in anhas not solidified all the damages working out of its Saudi Arabian
when they are expected to adopt interviewthat will be payable," said Mr office and will continue to do so for MONTE CARLO, Monaco-The the directive European countries "will en-Thomas the foreseeable future

biennial Risk The European Advantage policy hance that economic activity be-"For instance, all physical dam- However, "we are looking at set-  BN'le, Management can be issued in one E C country cause of their willingness to setage will probably be paid," he said ting up a risk management opera-       Forum held Oct in a language chosen by the policy- aside old national rules Partici-"But (the United Nations) is con- tion in Kuwait," said Mr Thomas 066* 13-16 in Monte holder and cover the policyholder's pating in that economic growth intemplating damages for pain and "We think there is a lot of consult- - ,rr-M' Z Carlo was a time exposures in any or all of the other an appropriate way, we think, issuffering and business interruption ing potential there The war gave e  -1 to work, a time seven E C countries that have pretty sound strategy for a com-losses And these businesses have us an entry into the country that
WW to promote-and adopted the directive, said Ger- pany like ours "been out o f operation for 18 we probably would not have had OR U 4 a time to party hard Hornig, senior vp of Austria/ For example, the E C countriesmonths already and probably will had the war not occurred "

While in the Switzerland/Germany for CIGNA are moving "very quickly" to abe for another year So it depends Already, A&A has talked to
on what is thrown in on this defini- Kuwait Airways, the nation's 011 meeting rooms conference dele- Insurance Co of Europe S A -N V much easier regulatory climate

gates were busy learning about in Frankfurt, Germany A single than the United States, Mr Ma-tion of damages as to how that Industry and private contractors topics relating to multinational premium can be paid in one coun- scotte observed Europe is quicklynumber will vary " that are looking into rebuilding risk management, others in the try in one currency or in several adopting directives that will meanIf A&A wins the contract, it will their companies but have not pur- hallways and hotel suites were countines m several currencies, he "a lot less paperwork" for insurers,sen d a bout 40 to 60 people to chased much insurance coverage in being entertained and told of new said since the same rules will apply toKuwait, said Mr Thomas the past insurance-related projects CIGNA will pay claims in the all E C nations In the UnitedEven if it doesn't get the con- "After speaking with a lot of In the evenings, delegates en- currency of the policyholder's States, underwriters must copetract, though, the exercise has been them, they are responding positi- joyed numerous cocktail parties choice with a labyrinth of state regula-worthwhile, he said Over the past vely to what insurance does," said and dinners hosted by insurance The policy is designed for mul- tions and file rates and policiesfew months, A&A has picked up Mr Thomas I companies and brokers on yachts tinational companies with large with a "patchwork" of state insur-
and in hotels European exposures as defined by ance departments, he said

Around the states The largest international meet- the second non-life insurance di- "In time, and maybe in a short
ing on risk management topics- rective, Mr Hornig said CIGNA time, American companies may
lointly sponsored by the Brussels, Worldwide believes that there are come to envy the Eu rop ean
Belgium-based European Assn of 10,000 companies in Germany model," Mr Mascotte said

Pension trustees Risk Managers and the New York- alone that fit this category and be- But although Europe appears to
based Risk & Insurance Manage- be an attractive regulatory en-
ment Society Inc -drew 1,009 reg- vironment, Continental became
istrants from 35 countries This Mr. Mascotte sees frustrated by the costs of setting

win funding fight was only one more than the record up its own operations in continen-
1,008 registrants in 1989, but sub- Europe's economy as tal Europe, Mr Mascotte said
stantially more than the 617 who 'quite strong. . .over "As we looked at an increasingly
attended in 1987 attractive regulatory environment

with Philadelphia France, with more than 260 dele- the next decade, to do business, we were neverthe-
gates in attendance, was best re- perhaps longer.' less frustrated by what we per-
presented, followed by the United ceived as a great challenge by the
Kingdom, with 137, and the United entry costs," he saidPHILADELPHIA-The trustees Mr Brenner said States, with 126 "Our difficulty in doing that in aof Philadelphia's pension and re- The case is unique in that it was More than 80 spiC.-re And mod- tween 30,000 and 35,000 in all of reasonable time and with a reason-

tirement fund have won a court filed by the trustees of the plan, erators participated in 32 spssions Europe, he said able level of investment is what led
order forcing the city to make an most of whom work for the city, translated into English, F, ench Although the European Advan- us to seek a partner with whom we$87 milhon contribution to the said Mr Lanoff, the board's attor- and German The sessions 1 yere tage policy so far covers only prop- could arrange a reciprocal capabil-
fund that lt missed making earlier ney In other cities, unions repre- held at the Loews Hotel and the erty risks, CIGNA is preparing a tty," he said "And that's what wethis month senting city workers have sued, but two principality-owned conferel ce similar type of casualty policy, Mr have done in our arrangement withThe board of trustees voted un- never the actual board of trustees, centers nearby Hornig said Generali "
animously to take the city to court he said But attendance at the formal Mr Hornig admitted that the There is no intention at the mo-
after it missed the Oct 1 payment Two other lawsuits were filed sessions was sometimes sparse, European Advantage policy is "in ment for any cross-ownership be-
to the pension fund, which pro- against Philadelphia by the local partially due to the cold, storn y direct competition" with other in- tween Generali and Continental,
vides retirement benefits to retired police union and the local district weather that stopped people fr( m surers that are offering Europoh- "although that's not been ruled
city workers The $87 million re- council of the American Federation making the journey from hotels cies, particularly Zurich Insurance Out" in the future, Mr Mascottepresented the final payment of a of State, County & Municipal Em- Poor attendance also was due to Co, which offered the first Pan- said
plan hammered out after the city ployees Those suits were combined the informal gatherings being held l'uropean policy and coined the However, the more successful the
missed a $130 million contribution with the trustees' suit, Mr Lanoff while the sessions were taking term "Europolicy" (BI, July 23, partnership is, the less likely that ato the fund on June 1 said place Some of these conversations 1920) formal merger of the two com-The Court of Common Pleas for After this payment schedule lS took place in the exhibit hall, In honor of the launch of the panies becomes, he added
Philadelphia County on Oct 8 or- met, the city's next $190 million where a record 28 companies-in- "blanket" property coverage, Continental has had a similar re-
dered the city to make two $30 contribution is scheduled June 30, cluding insurers, brokers, consul- CIGVA Worldwide passed out lationship with Tokio Marine &
million payments to the fund, due 1992 tants and claims investigators- woolen blankets with the com- Fire Insurance Co Ltd of Japanon or before Nov 1 and Dec 2, and -By Sara J Harty staffed booths pany's logo and the shapes of the for several years, Mr Mascotteto pay the remaining $27 million Other informal meetings were 12 E C countries knitted into the noted
plus any accrued interest on or be- New insurance adviser held elsewhere as insurers and bro- material Among other announcementsfore Jan 2 kers took advantage of a major in- Meanwh le, Continental Corp made at the forumUnder the court order, if the city SACRAMENTO, Calif -Califor- ternational gathering to introduce used the for im to formally launch • Sedgwick Group PLC an-
fails to make the scheduled pay- nia Gov Pete Wilson has named themselves and promote new prod- a partnershil, with Assicurazioni nounced that it had added to its
ments, the balance becomes imme- Mar]orie Berte director of the ucts Generah Spk of Trieste, Italy, to central and eastern European net-diately due and payable to the newly created Office of the Insur- For example, CIGNA Worldwide write multinat onal risks (BI, Sept work by appointing Gabrielfund ance Advisor Inc President H Edward Hanway 9) Mancas as its correspondent repre-The city had proposed to meet The office, which is a division of hosted a press conference at the Under a formal written agree- sentative in Romania Mr Mancas,
the $87 million obligation by mak- the State and Consumer Services Loews Hotel to formally launch ment, New York-based Continental a lawyer, is managing director of
ing two $25 million installments on Agency, will provide the governor CIGNA Corp 's new Pan-European will underwrite and service the Bucharest-based consultant Inter-
Nov 1 and Dec 2, followed by the with policy recommendations and property and business interruption North American exposures of Gen- services S A
balance plus interest on Jan 2, ac- Information on insurance-related policy, known as "European Ad- erall's multinational accounts, and Sedgwick also has offices in
cording to Susan Shinkman, Phila- 1SSUeS vantage" (BI, Oct 7) Generali will underwrite and ser- Hungary and Poland
delphia's chief deputy city solicitor MarJorie Berte has a specialized For CIGNA, which has 51 offices vice the E C exposures of Conti- • The Scandinavian owners of

and the attorney representing the background in auto insurance re- in Europe, "this is an important nental's U S -based policyholders The Home Insurance Co spread the
city form and will be a well-informed day," Mr Hanway said "Increas- The agreement applies only to word at the conference that they

"The trustees did not want to and effective head of the Office of ing economic globalization as rep- multinational property/casualty have set up a new insurance opera-
settle on that basis," said Ian D the Insurance Advisor," Gov Wil- resented in Europe by the emer- insurance programs and does not tion in the European Community
Lanoff, a partner with Bredhoff & son said gence of a single market in the apply outside of North America or Stockholm-based Trygg-HansaKaiser in Washington, DC, who Ms Berte, an independent media European Community poses a Europe, or to reinsurance, London SPP and Helsinki-based Industrial
represents the fund's trustees relations consultant based in San challenge for world-class insurers market business or surplus lines Mutual have established Hansa In-

"The main concern the trustees Francisco, served as the deputy like ourselves Simply put, a com- business written by Generali in the dustrial Insurance Hansa Indus-
had, and still have, is that by the campaign director and grassroots pany like CIGNA Worldwide must United States trial, based in Rotterdam, lS 60%
time the third payment is due, coordinator for the insurance in- respond to the dynamics of the Eu- Eleven Continental executives owned by Trygg-Hansa and 40%
projections of city cash flow indi- dustry-supported no-fault auto in- ropean market by providing cover- arrived in Monte Carlo to spread owned by Industrial Mutual, said
cate that the city may not have any surance campaign, Proposition ages and services that address the the word about the new relation- Goran Svenang, managing director
money left," Mr Lanoff said 104, in 1988 needs of our customers who are ship, including Continental Chair- of Hansa IndustrialHowever, the city has indicated She also has served as executive doing business here " man and Chief Executive Officer The new company, which started
that it expects to be able to meet vp of the Professional Insurance The European Advantage prop- John P Mascotte, who had never writing business July 1 and cur-
the payments as outlined by the Agents of California & Nevada erty policy does Just that, accord- attended a RIMS event before rently has a staff of 20 people,court, said David W Brenner, city A Republican, Ms Berte lS a Ing to Mr Hanway The policy Also hosting a cocktail party ln hopes to be writing around $80
finance director and chairman of 1974 graduate of Stanford Univer- offers "blanket" property and honor of the event with Mr Ma- million in premium volume withinthe board of trustees sity in Palo Alto, Calif She will re- business interruption coverage scotte was Benito Pagnanelh, joint five years, Mr Svenang said

A board "meeting took place ceive a salary of $83,868 per year across eight of the 12 E C nations general manager for Generali Hansa Industrial will form an in-
subsequent to the court order and The post does not require con- that so far have adopted the free- "We think that Europe lS going surance network in Europe whichagreed there would be no appeal," firmation by the state Senate dom of insurance services di- to enloy quite a strong economy will be available to U S policy-as long as the payments are met, -By Joanne Wolcik rective The policy will be valid for over the next decade, perhaps holders of The Home, he added I
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RICO dismissal insurance " toco attorneys that McCarran-Fergu- good faith and fair dealmg, treach rates are based was too high because
"Brutoco's remedies must be son pre-emptions of msurance regu- of fiduciary duty and bad faith AIG mishandled the audit and did

Cont:nued from page 3 limited to those administrative pro- lation under federal law cannot apply breach of contract not file proper figures with the state,
about $300,000, contends Mr Ma- ceedlngs authorized under the Unfair to the RICO claim because mall and Mr Mahoney said he w11 appeal Mr Mahoney alleged Therefore,
honey, who is with Jones, Mahoney Trade Practices Act or to its remain- wire fraud do not constitute the the bad faith charge dismissal Brutoco's provision for workers comp
& Brayton m Claremont, Callf ing common law actions," the Judge "business of msurance " Also named as a defendant w the premiums that was built Into its bid

A lawyer representmg AIG said the concluded "Fraud is not, of course, risk man- malpractice and conspiracy charges was falsely inflated, he said
suit "reflects another example of one In a petition for a rehearing filed agement, integral to an insurer-m- 15 Corroon & Black Corp The Pasa- "We had $21,000 1n increased
of the criticisms of RICO " with the appellate court earher this sured relation or hmited to the insur- dena, Callf, office of the Wdlls Cor- workers comp premiums m the bid,"

People will "take any transaction, month, attorneys for Brutoco argue ance mdustry," Mr Blakey wrote roon PLC unit had been an inter- said Mr Mahoney, explaining that
throw m accusations of fraud" and, that the apphcation of the RICO stat- Mr Mahoney said that regardless medialy m the transaction, sa.d Mr Brutoco lost the bid by $5,000
by claiming the mails were used, file ute would not impair or supersede of the outcome of the RICO action, Davis, the lawyer for AIG .

claim under the statute, contended state laws They further contend that other allegations against AIG still are Besides the premiums that alleg- Amencan International Group Inc
William S Davis, of Arter, Hadden, California law could not apply to pending at the lower court level edly were not returned, Mr Mahoney and Amencan Home Assurance Co
Lawler, Felix & Hall of Los Angeles mail and wire fraud that occurred Those charges Include breach of con- said Brutoco also is seekmg from AIG vs Supenor Court Of the State of

The suit charged that, among other out of state tract, allegations of conspiracy, mis- about $1 3 million m lost profits from California for the County Of Los An-
things, the insurer did not properly Brutoco's attorneys also argue in representation and professional mal- a Job Brutoco failed to win because getes Brutoco Engineenng & Con-
conduct the audit and had no inten- the petition that pollcyholders "must practice its bid was too high struction Inc, real party m :nterest
tion of paying a refund Brutoco al- have the nght to avail themselves of However, the lower court dis- The modihcation factor on which Case No B058371, Second Distnet

leged that AIG's actions were "part all remedies provided by federal and missed charges of breach of duty of Brutoco's workers comp msurance Coun of Appeals
of a fraudulent scheme perpetrated state law to protect themselves RICO
on Brutoco and on other msur«is and is, by far, the most effective remedy
that mail and wire fraud were used available to consumers and the rem-

as instrumentalities to communicate edy most hkely to deter reprehensible mpact of benefit ruling minimal
or further false representations re- and cnminal conduct "
garding the intent to pay premium Mr Mahoney said if the petition By JERRY GEISEL U S Circuit Court of Appeals in Phil- tion clauses often are included in em-
refunds " for rehearmg lS denied, he wtll pe- adelphia mvolved severance benefits ployee beneht handbooks and other

AIG attempted to have the RICO tition the Callfornia Supreme Court PHILADELPHIA-A federal ap- provided to Robert Hamilton, a for- benefit information, like summary
charge dismissed at the trial court to review the case peals court decision that employers mer account executive m the Phila- plan descriptions
level, argumg that the allegation was The petition for rehearmg mcludes can cut severance benehts on a case- delphia office of Air Jamaica Ltd In fact, in a senes of decisions smce
barred under provisions of the a letter from G Robert Blakey, a by-case basis and without prior no- Air Jamaica's severance plan, as the mid-19805, federal courts have
McCarran-Ferguson Act that a-low University of Notre Dame law pro- tice w111 have httle or no impact on descnbed in its employee handbook, upheld the validity of such provisions
state laws to pre-empt federal laws fessor, who backs the assertion that other beneht programs, benefit con- provided that a termmated errployee in cases in which retirees sued after
in the regulation of the "business the appellate court was m error in sultants say would receive four of weeks sever- their companies reduced or elimin-
of insurance " overturning the tnal court's decision The Employee Retirement Income ance pay for each year of work with ated retiree health programs

The trial court refused to bar the Mr Blakey points out m his let- Secunty Act of 1974 specifically bars no cap on the total amount an em- What made the Air Jamaica res-
RICO claim, saying there were suf- ter that he was the "principal drafts- employers from cuttmg vested pen- ployee could receive ervation provision so unusual is that
ficient facts alleged to assert the man" of RICO during his tenure from mon benehts, and most health care The employee handbook also con- the phrasmg "whether m any indi-
claim and that no published case has 1969 to 1973 as chief counsel of the programs would lose their favorable tamed a so-called reservation clause vidual case" allowed the company to
held that McCarran-Ferguson bars a Crm,nal Laws and Procedures Sub- tax status if they provided benefits that said the company had tte right make case-b>-case severance benefit
RICO claim committee of the U S Senate Judl- on a case-by-case basis rather than "whether in any individual case or decisions The breadth of that provi-

However, the appellate court sided ciary Committee as part of estabhshed pohcy, beneftt more generally to alter any practice, sion would not have passed muster if
with AIG in a 3-0 decision In his letter, the professor says experts note or pollcy or benefit, m who12 or m it had Involved other employee bene-

Judge Stephen O'Neil wrote that RICO does not "invalidate, impair or "The impact of this aecision wall part, without notice " fits that are protected by specific fed-
the "application of RICO would supersede state law " In fact, he be very narrow," asserted Norm In a letter dated May 25: 1989, eral laws and regulations, benefit ex-
clearly mvahdate, impair and super- wrote, such a notion Is "squarely m- Fowlkes, a consultant in the Chi- Air Jamaica notified Mr Hanulton perts said
sede Cahfornia's statutory and deci- consistent with RICO's express text " cago office of The Wyatt Co that his employment would be ter- For example, under ERISA, once
sional law regulating the business of Mr Blakey also agreed with Bru- The Sept 30 decision by the 3rd minated effective May 31, 1989, as pension benefits are earned, they

part of a corporate reorganlzasion cannot be taken away
The letter also outlined the sev- In addition, Internal Revenue Ser-

erance benefits he was to receive vice rules say pension benefits and
Those benefits-two weeks pay for contributions must be "definitely de-

CRR professionals know both rehabil- each year of service, capped at a termmable "

itation and the claims process. Here's maximum of three months of pay- "Benehts can't be conditioned on

were substantially less thai what employer discretion," explained

how our personal touch expedites that was outllned m the employee hand- Henry Saveth, a principal with A
book Mr Hamilton received m March Foster Higgins & Co Inc in New

process and helps you contain costs: 1989 York

According to Air Jamaica, fhe ben- "In the pension arena, employer

We acknowledge your referral within efits provided to Mr Hamuton, as discretion iS inpermissible Oblectiv-
outlined m its termination letter, re- ity is the key," said Seth Tievsky, a

3 days and personally contact you. Within flected the company's actual sever- principal with Ernst & Young in

5 days we start the Initial Reha- ance pohcy, which had been in prac- Washington, D C
tice for several yeans In addition, IRS non-discrimina-

WHILE YOU WERE OUT bilitation Survey, getting input A prmter's error accounted for the tion rules that apply to self-msured
different version in the handbook, medical plans say that a plan must be

M Deb,n.A Keua from all involved parties. We Air Jamaica said In fact, the error "a separate, written plan" for the

* ORR then create a plan, review cost was corrected on May 30, one day beneht of employees
before Mr Hamilton's actual termi- "If the employer is paymg claims

Phone _
609 395-9020 estimates and reserves with nation, in a memo to all empbyees willy-nilly rather than based on a

you and update you every 30 After termination, Mr Hamilton, specific arrangement, there could be
an employee smce 1976, sued Air Ja- a challenge from the IRS that the em-

TELEPHONED PLEASE CALL X days. From the time of referral, maica mUS District Court seeking ployer is offering a compensation ar-
CALLEDTOSEEYOU URGN'T cost-effective physical and severance benefits in accordance rangement rather than a benefit

V. with the pollcy in the handbook plan," Mr Saveth said
Mes=age vocational rehabilitation begins, The trial court sided Bith Mr If that were to happen and the

Hamilton Although the court said plan lost ltS tax-favored status, theending if possible with a job the reservation provistor in the benefits would be considered taxable

w91%s48* placement and follow-up. booklet did allow the company to Income to employees
amend its plan, lt concluded that That would not be an issue m sev-

amending the plan-m the form of a erance plans, though, since the pay-You're involved at every memo circulated one day bffore Mr ments already are taxable income to

tion. All parties benefit from
step, armed with full informa- Hamilton stopped working-would employees

frustrate ERISA's pohcy of protect- Others note that ERISA requires
ing employees' legitimate expecta- plans to be mamtamed pursuant to

the best, most cost-effective tions a written mstrument If benefits can

The lower court said the Air Ja- be changed on a case-by-case basis,
rehabilitation, applied promptly. maica reservation of rights clause, there is a question about whether the

if read literally, could be taken to employer is really offermg an ERISA

Take that first step now. Contact mean that companies are under no plan, noted John Hoos, a consultant
obligation to award benefits in ac- with Hewitt Associates in Lincoln-

Debra A. Keisee Assistant Vice President, cordance with their written prom- shire, Ill
1SeS If an arrangement were found notContinental Rehabilitation Resources,

But the appeals court overturned to be an ERISA plan, it could be sub-

One Continental Drive, Cranbury, NJ that ruling, saymg that ERISA does lect to a wide array of state laws,

08570-0001. Phone (609) 395-2020.
not bar such case-by-case reductions something that employers want to
as long as there is a reservation pro- avoid, beneht experts say
vision m beneht matenals provided Others experts say that the equi-
to employees ties of the Air Jamaica case rested

C
1*.Tr Continental "While we agree that an employee with the employer

is entitled to rely on the employer's "The court accepted the unique-

Rehabilitation current writing until it is duly ness of the facts The employee was
amended, we nevertheless conclude put on notice that there was an error
that nothing m ERISA prevents Air and the court felt the employee wasResources,Inc.
Jamaica from providing its employ- trymg to take advantage of the nus-
ees with benefits on a case-by-case take," Mr Hoos said
basis as long as that limitation is ex-

There when it counts. phcitly stated as part of the plan," Hamilton, Robert L us Air Jamaica
the appeals court ruled Ltd, 3rd U S Circuit Court of Ap-

Benefit experts note tha: reserva- peak Sept 30, No 90-1933



Health care poll
Continued from page 3
skyrocketing. "They know that
while there are good physicians
and quality is high for those who
can get it, there's still a major
problem with access and cost."

Employee benefit consultants
agree with Mr. Custer's assess-
ment.

"Individuals usually define
health care quality based on how a
doctor treats them. Bedside man-

ner and personal experience is
what counts," said Suzanne Ken-
ney, director of Hewitt Associates'
employee listening group in Lin-
colnshire, Ill.

"But when evaluating the entire
system, people think about every-
thing they have read about mal-
practice, high costs and a host of
other bad experiences that others
have had," she said.

Dr. Roger Taylor, the national
leader of The Wyatt Co.'s health
care consulting practice in Wash-
ington, D.C., agreed that assess-
ments of quality are based on an
individual's one-on-one relation-

ships with physicians, most of
which are favorable.

"But cost, the high number of
uninsured and the anxiety of some
day being uninsured themselves
have people feeling less satisfied
with the system. With the economy
in the state it's in, many people feel
they themselves could be needing a
better system soon," said Dr. Tay-
lor.

To improve the system, most
people surveyed advocated nation-
alized health insurance.

Sixty percent said the federal
government should provide health
insurance to all Americans. Of
those, 81% said the insurance
should be provided even if it meant
an increase in taxes, while 18%
said it should be provided only if it
meant no increase in taxes and 1%
did not know.

Meanwhile, 37% said the federal
government should not provide
health insurance to all Americans,
while 3% said they didn't know or
did not answer.

Among those who favored gov-
ernment-provided coverage even if
it meant higher taxes, the median
amount they would pay for nation-
alized health care was only $200.
In other words, half said they
would only be willing to pay $200
or less in taxes.

The average tax respondents
would be willing to pay was $560.

Asked to assume that taxes

would be hiked to pay for nationa-
lized health insurance, all survey
respondents then were polled on
what type of taxes they would most
favor being raised.

Twenty percent said income tax,
while 10% said sales tax and 9%

favored alcohol and tobacco taxes.
Various other taxes accounted for

14%, although each garnered less
than 4% in support. Eleven percent
favored some other, unidentified
tax; 15% favored no tax; 18% did
not know; and 3% did not answer.

"People want a safety net for the
uninsured but, at the same time,
they're reluctant to give up what
they expressed satisfaction over.
The fact that half the people would
only pay $200 in additional taxes
for government-sponsored health
care is not much of a mandate,"
said EBRI's Mr. Custer.

"Many people still believe that a
government-funded program
should be free, which isn't realis-
tic," added Wyatt's Dr. Taylor.

More than four-fifths of all those

surveyed-83%-said employers
should be required to provide
health care benefits, as long as em-
ployees cover a portion of those
costs. Sixteen percent said that
employers should not be required
to do so, and 1% said they did not
know.

Only 57% of those surveyed fa-
vored requiring employers to pro-
vide health care benefits without

any contribution from workers,

41% felt they should not, and 2%
did not know.

Of respondents earning $20,000
or less per year, 90% said an em-
ployer should provide health in-
surance if an employee is willing to
pick up a portion of the costs. In
addition, 64% also felt an employer
should still provide health care
benefits, even if there is no em-
ployee contribution.

Of respondents earning $75,000
or more per year, 73% said employ-
ers should offer health benefits if
employees pay a portion of the
cost, while 47% said employers
should provide health benefits
even if employees did not contrib-
ute anything.

Asked to assume that their em-

ployer provided health insurance
and they were required to contrib-
ute, the median annual amount re-
spondents would be willing to con-
tribute was $500, while the average
contribution was $725.

"These findings show that
there's a greater understanding of

A

For individual cases, 'bedside manner and
personal experience is what counts,' says

Suzanne Kenney. 'But when evaluating the entire
system, people think about everything they have

read about malpractice, high costs. . . .'

the whole system. Years ago, most
people would have laid the burden
almost entirely on the employer,"
said EBRI's Mr. Custer.

"People have become resigned to
the reality of cost sharing," added
Ms. Kenney of Hewitt Associates.

"Costs are continuing to go up
and people know it," she said.
"Also, employers have taken more
pains to clearly explain the prob-
lems surrounding health care.
When employees are asked to put
themselves in their employer's
shoes, they admit that they'd shift
costs, too."

When asked to place a maximum

1991 1992
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value on the amount they would be
willing to pay for health insurance,
the average was $1,297, while the
median was $1,000.

Those surveyed tended to be
willing to pay more on average if
they were older and earned more
money, the survey found. For ex-
ample, those age 35-54 said they'd
pay an average of $1,512, while
those earning more than $75,000
said they would pay an average of
$2,029.

"If people are willing to pay
nearly $1,300 for their own cover-
age, which is just about what a
large-group indemnity plan premi-

Business Insurance

of Corporate Buyers of Insurance, Benefit Plans
and Risk Management Services

104

Updated ahd e*anded. the 1991/92
Diredoty includes information on more
than 13,000 executives from over 2.100
Companies of all sizes located 1hroughout
the U.S. Plus. vital statistics on all
companies listed include:
• primary type ot business
• sales or assets

• number of employees
• name and tlfle of chief financial officer
• names and titles of executives directly

responsible for:
employee benefits pension/retirement

plans personnel - risk & insurance
management propelly/casualty insurance -
international employee benefits and/or risk
management

Order the 1991/92 Business /nsurance
Direcby of Co/porate Buyers today -
gain access to the executives WhQ are
directly responsible for the purchase of
commercial insurance, risk management
<]nci employee benefits.

Order todayl Complete the coupon and
mail, orphone 313/446-1623, For tape
sales or information call 313/446-1625.

Mail to:

Business Insurance Director, Single Copy Sales
965 East Jefferson Avenue Detroit. MI 48207

ums costs, it suggests that people
are more aware of what things
cost," said Wyatt's Dr. Taylor.

Researchers also asked people
how often a member of their family
received health care during the
prior year.

Fifty percent said at least one
person in their family received care
one to five times; 19% said six to 10
times; 12% said 11 to 20 times; and
7% received care 21 or more times.
The remaining 12% said nobody in
their family sought medical care in
1990.

The average number of family
medical visits was eight.

.

Copies Of -Public Attitudes on
Health Insurance, 1991" as well as
the 1990 and 1989 surveys are
available from Kim Thorpe at
EBRI, 2121 K St. N.W., Suite 600,
Washington, D.C. 20037; 202-775-
6315. Survey summaries cost $75,
while the full survey cost is $275
each. EBRI members pay $25 for
summaries and $75 for copies.

Reserve copies
$95 each
15% discount when you order 5 or more.
All orders must be prepaid.
Make check payable to:

Business Insurance Directory

Total enclosed: $

or charge my EMsa OMastercard
E]American Express 00ptima

Account #
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Dancers' suit "I would not be happy or satis- no provision in the plan that" ear- sion plan defines 'normal retire- Terminated vested employees are
fied if they were to change the plan marks the pension funds for retire- ment' pursuant to that par:lcular typically treated differently from

Continued from page 2 to allow benefits at age 40, because ment benefits, according to Mr plan," explained Jim Klein, deputy retirees in most pension plans,
cause of the dancers' significantly there are dancers that retire at age Miller executive director of the Assn of pointed out Henry Saveth, a prin-
shorter career expectations, high 35 and even 25," according to While the AGMA's pension plan Private Pension & Welfare P ans in cipal with A Foster Higgins & Co
disability rates and a high inci- plaintiffs' attorney Hilary Miller, a assets as of May had a fair market Washington, D C "It may define Inc in New York
dence of early death due to AIDS New York lawyer with his own value of $22 2 million, "accirding retirement as age 65 or it may indi- Rather than asking that pension
and other causes practice to the fund's most recent :nnual cate an earlier retirement age Irs benefits be released to them early,

"Both dancers and other fund "I think the right answer is to tax return, total liability for the a flexible standard which does, in the dancers "might be better off
participants receive benefits deter- terminate this plan and invest the benefits granted by Trustees was fact, try to take into accoLnt the changing their bargaining thrust to
mined in accordance with the same proceeds of that termination in (in- approximately $9 3 million," the realities of the retirement ilstory ask for severance benefits or re-
formula," according to the dane- dividual plans for different classes complaint states of the workforce " training benefits or some type of

ers' suit of union members) that would That $9 3 million, however, was "There may be a legitimate argu- profit sharing," he suggested "It
"The effect of this arrangement allow members to tap their pension calculated by the fund's actuary ment on the behalf of the ballet seems like they need a severance

is that the contributions made on benefits whenever they retire from uszng "erroneously conservative dancers," Mr Klein said "From benefit more than a retirement
behalf of the plaintiff class are dancing," he said assumptions" and bears "no ratio- their point of view, :hey are no benefit, because they are merely
used to subsidize the benefits of "If you are a 35-year-old dancer nal relationship to the actua_ expe- longer engaged in the work that is changing Jobs, not leaving the
the other non-dancer plan partici- and you are no longer able to work rience of the plaintiff class," the the reason they are contributing to workforce," he explained
pants" who have much longer ca- as a dancer, you don't need a bene- complaint alleges the pension plan "I think the plaintiffs' chance for
reer expectations, according to the fit for life-you need a benefit that ' The Fund assumes that 21% of "It's not necessarily beycnd the success is low," said Baruch
sult will enable you to retrain yourself all dancers who commence em- scope of logic to think that some- Fellner, an attorney with Gibson,

The plaintiffs-who constitute a for another career to pay for edu- ployment at age 19 will still be one whose dancing career is over at Dunn & Crutcher in Washington,
minority of the plan's participants cation," Mr Miller said dancing at age 40," but actually age 40 should be entitled b get a DC However, he noted, "there are
-are seeking termination of the "Despite the desperate need of fewer than 3% are still perfirming lump-sum benefit that they could certain professions-especially
plan and are asking that its "assets dancers for career-transition bene- at that age, according to the com- invest or use to start anotler ca- sports-where individuals lose the
be distributed to all participants in fits, the trustees have arbitrarily plaint As a result, "the actual lia- reer that would ultimately fund key to performing their profession
accordance with requirements and in breach of their fiduciary bility for benefits is millions of their retirement," according to Mr at an earlier age The larger ques-
under the Employee Retirement duties accumulated more than $12 dollars less," according to the suit Klein tion in all of this lS how should

Income Security Act of 1974 " million of surplus assets" from em- The union, however, strongly However, Mr Klein said. "seek- those individuals be compen-
Alternatively, the plaintiffs are ployer contributions "which are denies the allegations in the dane- ing an actual termination of the sated?"

asking "that the fund be reformed not required to fund benefits under ers' suit plan is overly harsh and m ay have "The debate does rage in other
to provide for a fair and equitable the plan," according to the com- "I think the charges are ground- adverse consequences for the other contexts," said Mr Klein, referring
retirement benefit for dancers at plaint less," said Sanford I Wolff, na- workers in the plan " to the current debate in Congress
the time of the dancers' actual re- The pension plan trustees ''have tional executive secretary of Each plaintiff in the suit las met over whether employees should be
tirement " control of that surplus, and there is AGMA "There obviously lE a phi- the plan's five-year vesting re- restricted from collecting lump-

losophical difference of opinion as quirement As a result, MT Klein sum payments from pension plans
to what retirement means " pointed out, the ballet dancers may (BI, July 1)

Legal Notice
DOCKET NO CV-88-352383-S The dancers who stop working at not be considered retirees out ter-
CARRIER CORPORATION, SUPERIOR COURT age 40 or younger "don't retire minated vested worker: "The Cynthia Gregory, et at us Amen-

Plaintiff,

V JUDICIAL DISTRICT OF They might stop dancing, but they question then becomes whether or can Gulld of Musical Artists et al,
THE HOME INSURANCE COMPANY, HARTFORD/NEW BRITAIN aren't retired in the usual sense of not terminated vested worfers are U S District Court of the South-
et al, AT HARTFORD

Defendants
the word," he said ellgible for retirement b€nefits," ern Distrlct of New York, Civil File

NOTICE TO ALL INTERESTED PARTIES RELATING TO INSURANCE "Typically an employer's pen- he said No 91-6751

COVERAGE FOR ENVIRONMENTAL LIABILITIES OF CARRIER CORPORATION

Carner Corporation a subsidiary of United Technologies Corporation, has filed a lawsuitin the Supe- Brown, Wilson win commissioner primarynor Court for the state of Connecticut against many of Its comprehensive general liamlity Insurers, for the
penod 1955 to the present, seeking insurance coverage for actual or potential Itabitnes of Camer arising
out of the environmental claims and hazardous waste sites listed below

If you believe that you may have an interest In the subject matter or outcome of thus lawsuit and you
desire to participate in the action, you must seek to participate by December 1, 1991, or you may be
foreclosed from so participating It you would like to receive a copy of the most recent Complain in this
action, please contact Plaintiffs counsel, John M Sylvester, Esq, of K rkpatnck & Lockhart, 1500 Oliver
Building, Pittsburgh Pennsylvania 15222-5379, (412) 355 6500 Other papers filed in thus action are

2 to face off in Louisiana
available for your review at the office of the Clerk of the Superior Court of Connecticut at Hartford, 95
Washington Street, Hartford, Connecticut, 06106, (203) 566-3170

ENVIRONMENTAL CLAIMS AND HAZARDOUS WASTE SITES By MICHAEL BRADFORD tered by the National Council on derwriters
Garner Corporation Facility City of industry, California Compensation Insurance and fin- As a residual market, the fund
Carrier Corporation Facility Collierville, Tennessee BATON ROUGE, La -A New anced by workers comp insurers will write coverage for employers
Carrier Corporation Facility DeWitt, New York

Carrier Corporation Factlity McM,nnville, Teinessee Crleans councilwoman and a for- In the commissioner's race, Mr that do not qualify as preferred
Carner Trans,cold Facility Miami Florida

Carrier Trans,cold Facility
mer secretary of state wil_ square Brown and Ms Wilson outpaced risks and are unable to obtain in-

Montebello, California
Garner Corporation Facility Tyler, Texas off next month in the Louisiana in- five other contenders, irclu(ling surance from the voluntary mar-
Elliot Company Facility Springfield, Ohio surance commissioner's race former Insurance Commissioner ket Rates for these employers will
Bioecology Systems Grand Prarle, Texas
Butter Mine Tunnel Pittston Pennsylvania Democrat Jim Brown, who Sherman Bernard, who 'inished be higher, but the fund Intends to
Capn Pumping Service East Los Angeles, California served as Louisiana secretary of third with about 18% of the vote "rehabilitate" these risks through
Edgewater Terminals, Inc Edgewater New Jersey
Enviro-Chern/Norths,de Landfill ZionsviI[e, Indiana state and was a candidate for gov- Mr Bernard, who vowed nit to run loss control and claims manage-
Envirotech It Site Tonawanda, New York ernor in 1987, attracted almost again if he lost in the primary, was ment consultations and eventually
Fisher-Calo Chemicals & Solvents Site Kingsbury, Indiana

Great Lakes Asphalt Site bonsville, indiana 40% of the vote in the Oct 19 pri- making a run at tne office he held insure them as preferred risks
Industrial Solvents & Chemical Company Site Vewberry, Pennsylvania mary election for 16 years before losing lt to Employers are hoping the new
New York City Landfills Brookheld Staten Island

New York City Landfills Edgemere, Queens Peggy Wilson, a Republican and Doug Green in 1987 (BI, Sept 23) fund, which will eliminate residual
New York City Landfills 'ountain Avenue, Brooklyn a member of the New Orleans City
New York City Landfills

Mr Green is serving a 25-year market assessments for insurers,
elham Bay, B=onx

New York City Landlills iennsylvania Avenue, Brooklyn Council, finished with about 31% prison term on bribery money will attract insurers to the Louisi-
New York City Landlills Review Avenue, Long island CIW
Old Forge Landfill

of the vote in the commissioner's laundering, mail fraud and con- ana workers compensation insur-
lid Forge, Per nsylvania

Pollution Abatement Services Oswego, New York
race spiracy charges stemming from his ance market Several insurers have

Pollution Abatement Services Clothier Site) Granby, New York In Louisiana, the two top finish- regulation of now-insolvent Cham- withdrawn from the market in the
Pollution Abatement Services Fulton Terminals Site) Fulton, New York
Pollution Abatement Services Holbrook Mexico Site) Me),co, New York ers in the primary, regardless of pion Insurance Co (BI, Ju.y 1) past several years
Pollution Abatement Services Holbrook-Pansh Site) Pansh. New York party affiliation, face off in the Neal J Burke, president of the Clark Cosse, general counsel at
Pollution Abatement Services Irwin Site) Oswego, New York
Pollution Abatement Services Lyboult Site) Richland, New York Nov 16 general elect_on if no can- Lafayette Parish Council, finished the Louisiana Assn of Business &
Pollution Abatement Services Rice Road Site) Pansh, New York didate receives a majority of the fourth m the race, followed by Flo Industry and one of the drafters of
Pollution Abatement Services Volney Landfi I) Volney, New York
Pottstown Abandoned Trallor Facility oustown, Pennsylvania rote Robinson, a New Orleans real es- the legislation, said that while he
Quanta Resources/Lodi Street Plant Site Syracuse, New York Louisiana voters also approved a tate broker, and Baton Kouge in- doesn't believe there will be a
Saad Waste Oil Site vashville, Tennessee

San Gabriel Valley Sites San Gabriel, California constitutional amendment that surance agents Eddie Fletcher and "stampede of insurers to run in
Solvent Savers (Pompey Site) Pompey New York calls for creation of a competitive Gene Guffey
Solvent Savers

and write business," eventually the
(Lincklaen Site) Lincklaen, New York

Solvent Savers (Novak Farm Site) Novak Farm, New Yo* state workers compensation fund Apart from Mr Bernard, Mr voluntary insurance market will
Spectron, Inc Site Elkton, Maryland The new fund will replace the Lou- Brown and Ms Wilson Nere the grow in the state
Stringfellow Acid Pits Glen Avon California
Tri Cities Barrel Site Port Crane. New York isiana Worker's Compensation As- best-known candida:es in the race Mr Cosse explained that the
York Oil Site Moira. Pennslvar·tia signed Risk Plan, a pool adminis- Mr Brown lS a Baton Rouge at- fund, although not controlled by

torney who hosts a cable television the state, will be backed by the full

NOVEMBER
show He is campaigning as an ex- faith and credit of the state The

CLOSINGS SET YOUR DATES perienced and efficient adminis- backing of the state is necessary
trator for the fund to gain U S Depart-

Ms Wilson is best known in New ment of Labor approval to insureissue Novernber 18- Reader Service Bonus D,stnbution PIA

closing November 5 Orleans, where she is an cutspoken longshore and harbor workers'

editorial feature Benefits Pension,'Retirement Plans & EBC Award Drofiles member of the City Council Her compensation coverages

Directory 401(k) Plan Administrators campaign focuses on her intention Mr Cosse pointed out that the

demographic section Insurer Topics Reinsurance Issues/Relations with Intermediaries to "clean up" the state .nsurance law establishing the fund will give
CDCU Conference Report Department commercial insurers incentives to

issue November 25
Meanwhile, 52% of the voters write coverage in the voluntary

approved the amendment to the market as the current residual
closing November 13 state's constitution that allOWS market runs off ltS business A 10%

issue December 1991 - Reader Service creation of the non-prof t Louisi- premium tax credit will be granted
closing November 11 ana Workers' Compensation Corp on business written in the volun-

editorial feature 1991/92 Managed Care Market Report - D,rectory HMOs & PPOs Creation of the fund, which will tary market until the new fund
issue December 2 begin writing business in October begins writing coverage

closing November 18 1992, was called for n a law "It isn't much, but it'S money in

demographic section Agent/Broker Topics PIA Conference Report passed by the state Legislature your pocket," Mr Cosse said of

issue December 9 Bonus Distribution NAIC
earlierthis year (BI, July 15) How- the tax credit

closing November 26
ever, voter approval was necessary The legislation that created the

editorial feature Insurance Regulation & Trends
before the fund could De estab- state fund also allows workers
lished comp insurers to file and use rates,

1 2 The fund will operate as a com- instead of requiring prior approval
3456789 Business petitive insurer, wnting coverage of rates, as long as increases do not

10 11 12 13 14 15 16 New York Clicago Los Angeles

17 18 19 20 21 22 23 (212) 210-0228 (312) 649-5276 (213) 651-3710
Insurince for "preferred risks--0- employ- exceed 20% annually in the volun-

24 25 26 27 28 29 30 Fax (212) 210-0704 Fax {312) 280-3189 Fax (213) 055-8157 a pubbcohon of Cio., Com,nur,coN. Inc ers with good loss histor>-at rates tary market or 25% in the residual
competitive with olher un- market
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U.S. members Transit seeks windup
file lawsuit of Aneco in U.K. court

against Lloyd's By ROGER SCOTTON sel, Walter R Lamkin, in an affi-

HAMILTON, Bermuda-The re- BERMUDA davit accompanying the petition,

By MICHAEL SCHACHNER said that evidence from Aneco and
ceiver of Transit Casualty Co lS from Bermuda's regulatory auth-

NEW YORK-After months of preparation, a group of U S mem- petitioning the London High Court fall within the jurisdiction of the orities concerning the recent con-
to wind up Aneco Reinsurance Un- London High Courtbers of Lloyd's of London has filed suit against the Council of duet of Aneco's managementderwriting Ltd of Bermuda

Lloyd's, its chairman and hundreds of syndicates, members agents Those assets should be available "leads me to believe that there is a

and managing agents, charging violations of federal securities laws Transit Casualty, which is in re- for all creditors, "not only those in substantial risk that the assets of
ceivership in Missouri, claims that the London market whom the com- the company (Aneco) will diminishand racketeering statutes

The lawsuit, filed Oct 21 in the U S District Aneco is "hopelessly insolvent" pany (Aneco) appears to wish to to the prejudice of the general
and currently owes Transit almost favor, to the disadvantage of the body of its creditors "Court for the Southern District of New York by $2 7 million for paid losses arising company's (Aneco's) non-English Based on the same evidence, Mr64 U S members, alleges, among other things, under reinsurance contracts writ- creditors," the petition says Lamkin alleges that "arrange-that annual investments in Lloyd's syndicates are ten between Jan 1, 1980 and Jan And, the petition asserts that a ments" are being effected in the"securities" under the Securities Act of 1933, 12, 1984 And, lt estimates that liquidator appointed by the Lon- London market, "whereby reinsur-therefore requiring registration with the Securi- Aneco's future liabilities to Transit don High Court would "be in the ances due to the company (Aneco)

462*9 ties and Exchange Commission (BI, Oct 7)
Had Lloyd's properly registered with the SEC, are likely to be "at least $16 mil- best position to protect those are being collected and applied by

lion and could be very much assets from being dissipated un- (London-based broker) Denis Mthe U S members allege, their investment would higher," according to court papers fairly " Clayton & Co in payment ofhave been better regulated and more information would have been The petition also argues that Aneco's chief executive, Mark amounts due to London market in-disclosed to them about developing losses Aneco's only "substantial assets" Hardy, called the Transit Casualty sureds under policies written byIn addition, the complaint charges the defendants violated anti- are in the form of reinsurance re- petition "nonsense" and vowed to the company (Aneco) "fraud provisions of the securities law Plaintiffs also allege that coverables from the London mar- challenge it The Transit Casualty petitionmembers agents and other defendants downplayed the magnitude ket and that those assets should Transit Casualty's general coun- Contznued on page 35of unlimited liability as well as misrepresented or failed to disclose
other serious risks when recruiting the plaintiffs

And, the plaintiffs contend that Lloyd's purposely steered U S
members to troubled syndicates and mismanaged their investment

The 64 members say their personal losses stemming from mem- Asbestos ruling debated
bership in more than 250 Lloyd's syndicates between 1988 and 1990
already collectively exceed $9 million and could rise much higher Judge Brown defends decision, while underwriter faults logicSeveral say that they have been threatened with the loss of their
homes, businesses and retirement funds as a result of the defen- By GAVIN SOUTER of litigation pitting policyholders chases another corporation has todants' lack of full disclosure

The lawsuit, the largest of three similar actions brought this year against their hability insurers over cover the acquired firm's past as-
against Lloyd's in the United States, seeks unspecified treble dam- LONDON-Judge Ira A Brown whether liability insurance poli- bestosis claims was "bizarre by

Jr 's landmark rulings on what cies covered asbestos personal in- any rational standards," Mr Jack-ages under several sections of the Securities Act and the Racke- triggers insurance policies cover- jury and property damage claims son said
Continued on page 35 ing asbestos bodily injury and In what lS considered the broa- "One would agree with the judge

property damage claims contained dest coverage interpretation ap- that a successor corporation is 11-
Coverage would meet new requirements some bizarre logic that has rocked plying to asbestos bodily inJury able for the acquired corporation,

the insurance industry, says a claims, Judge Brown ruled in May but one can't agree with him that
leading London casualty un- 1987 that insurance policies are the successor corporation's Insurer

New EIL policy
derwriter

should pay for
Although insurers were relieved past claims in-

that the controversy over which
99r.--31- stead of the ac-

policies cover asbestos claims were Judge Brown's decision that the quired corpora-
largely resolved by Judge Brown's Insurer of a corporation that tion's insurer,

for German risks decisions, they were stunned by purchases another corporation he said

some portions of the rulings, the has to cover the acquired f,rm's The decision
underwriter says past ast)estosls claims was

ignores commer-
For example, Judge Brown's in- 'bizarre by any rational

By DON LEWIS KIRK 20, Nov 19,1990)
cial reality Mr

terpretation of some policy terms standards,' says Robin Jackson Jackson said

The act only governs certain and his order that all non-priv- of Merrett Holdings P.L.C. And, if the de-BONN, Germany-German ha- named industrial processes, like ileged documents be produced dur-
bility insurers have introduced a mining, pharmaceutical, chemical ing the trial baffled underwriters, Clsion is upheld,

it could ]eopar-model environmental impairment and paper processing, that have said Robin Jackson, a director of dize the future

liability insurance policy to meet potentially "dangerous facilities " Merrett Holdings PLC and chair- tnggered by asbestos bodily inJury of the insurance industry, he as-
new requirements by the German Those companies are required by man of the London Market As- claims from the time a person is sertedgovernrnent the law to purchase insurance or bestos Working Party exposed to asbestos until the per- "I have never heard even theThe model, developed by HUK- provide financial guarantees that However, Judge Brown dismisses son dies (BI, June 1, 1987) most outrageous broker suggestVerband, the national association they can meet their liabilities Mr Jackson's criticisms, explain- Insurers had argued that either that a policy should be interpretedof liability insurers, lS designed to However, insurers had balked at ing that his decisions follow the the insurer that is on the risk at the in this way," Mr Jackson said
meet the terms of Germany's new insuring the wider pollution habi- language of the policies and re- time of the claimant's exposure to Judge Brown, however, pointedEnvironmental Liability Act, argu- lities created by the act flects California law asbestos or at the time the disease out that it was not his job to assessably the most far-reaching piece of Not all parties are satisfied with Mr Jackson and Judge Brown was manifested should have to the commercial implications of hisenvironmental legislation intro- the model coverage unveiled by the made their remarks in London ear- cover the claim decisions
duced m Europe to date insurance association A represen- her this month during an Asbestos The ruling Still is under appeal "If you mean to say that I shouldThe Environmental Liability tative of an insurance consumer Risks Seminar sponsored by Although many London insurers ignore the policy language and in-Act, which went into effect Jan 1 , protection group says the model Turner Kenneth Brown, a London are glad that a decision has been terpret the policy in terms of dol-
provides for civil damages for allows insurers to free themselves law firm, Thelen Mamn Johnson & made on the asbestos coverage lars and cents, then that is not my
wrongful death, personal injury or from future liability simply by Bridges, a law firm based in San trigger issue, the judge's decision Job as a Judge," Judge Brown said
property damage caused by pollu- canceling the policy And, a broker Francisco, and Lloyd's of London had some curious aspects, accord- The Judge noted that the poli-tion of water, soil and air The act contends that one of the model's Press ing to Mr Jackson cies involved stated that they co-imposes strict liability on polluting provisions would make lt difficult Judge Brown in December 1980
companies (BI, Oct 21, Oct 7, May Judge Brown's decision that the vered the liabilities assumed by the

Continued on next page was appointed coordinating judge insurer of a corporation that pur- Continued on next page

S&P questions size of Lloyd's Central Fund
By GAVIN SOUTER "Given the performance of S&P said

and STACY SHAPIRO LONDON
"This increase will be achieved

Lloyd's and its impact on many In particular, the losses posted not only by members' annual con-
LONDON-Lloyd's of London's names, it is unclear if the guaran- at Lloyd's have prompted a num- tributions to the fund, revised last

tee fund, which stood at roughly ber of names to pull out of their year from 35 million pounds ($67 6Central Fund, which acts as the Lloyd's reported losses of 5097 375 million pounds ($723 8 million Lloyd's membership," S&P said million at year-end 1990 exchangemarket's payer of last resort, needs million pounds ($983 7 million at at appropriate exchange rates) at However, Lloyd's projects that rates) to 60 million pounds ($115 8
to be closely examined in light of appropriate exchange rates) for the the end of 1990, lS adequate in the Central Fund should more than million) a year, but also by therecent losses at Lloyd's, according 1988 underwriting year and is ex- light of the overall liabilities of double by the mid-1990s
to Standard & Poor's Corp substantial income and capitalpected to post a loss in excess of Lloyd's Those liabilities totaled The fund currently stands at growth that can be projectedThe market's liabilities have 1 billion pounds ($1 61 billion at roughly 11 billion pounds ($21 23 more than 400 million pounds over the period," according togrown significantly in recent years appropriate exchange rates) for the billion) in 1990," S&P said ($684 4 million at current ex- Lloyd'sand the Central Fund may not be 1989 account, which will close at Additionally, poor results from change rates), Lloyd's said And, S&P's comments were made as
large enough to act as a guarantee, year-end under the market's three- Lloyd's syndicates could lead Lloyd's expects that the fund by its London office launches its new
said the New York-based security year accounting system (BI, July to a significant reduction in the mid-1990s will increase to 1 reports on the financial strength ofanalyst 1) underwriting capacity at Lloyd's, billion pounds ($1 71 billion) Cont;nued on page 35
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Asbestos ruling Both sides in the case had very Pollution cover And, costs of maintaining and clean- change Insurers "
capable lawyers who knew which ing up the policyholder's facilities, The model does allow for three-

Continued from previous page documents they wanted to have ac- Continued from prevwus page property or matenal are not Insured year tall coverage for completed op-
policyholder under contract and cess to, so the production of all of for pollcyholders to change insurers erations hazards The amount insured

One feature of the new environ-
agreement Consequently, the poli- the documents wasted time and The model provides msurance cov- mental law to which insurers ob- is only equivalent to the unused
cies did cover the past liabilities of money, he said erage of strict hability for soll, water jected was the extension of insur-

amount of msurance limits in the last

acquired corporations, he ruled "The London market had to pro- and air pollution It also provides ance coverage for environmental year of the pollcy

Mr Jackson said that Judge duce over 1 million documents, but coverage for environmental damage damage that is caused by "normal While the insurance model meets

Brown also erred in ruling in De- less than 100 were used in the caused by "normal operations," operations " Under the model pol_ the requirements of the Environmen-
cember 1989 (BI, Dec 25, 1989) trial," Mr Jackson said among other things icy, the pollcyholder must prove he tal Liability Act, Mr Riehemann sees

that insurers must cover the cost of "The judge's order was an order A key feature of the model pollcy „could not recognize any possibil- a lot of room for negotiations be-
removing asbestos from buildings for profits for Xerox," he quipped is a new definition of the claims tng- ity of loss using the best standards tween Insurers and Industry

"Why should insurers pay for a But, Judge Brown said his order ger Under the model, coverage is of technology" m order to obtain cov- It is clear German insurers will

product which was doing the Job it to produce all relevant non-priv- triggered at the moment the pollution erage for a loss This proof is neces continue to balk at any rlsk for "Alt-

was intended to do?" he said ileged documents was made to pre- 15 manifested rather than at the mo- sary, particularly for product devel- lasten," or past damage to the en-
Before the discovery of asbestos- empt attempts by either side's law- ment the pollution occurs, as was the vironment, said Walter Breining, anopment rlsks, msurers say

related diseases, the installation of yers to conceal material that may case under previous pollution poli-
The model policy also creates

EIL specialist with Munich-based
asbestos in buildings added value harm their own case, he explained cies Therefore, under the new defini- Alhanz A G Holding
to a building, he pointed out problems for companies seeking to

"Documents may be hidden in hon, a claim is triggered at the mo- New policies are expected to be
But Judge Brown replied that in some file which the other side does ment damage is perceived switch insurers, since damage that lS

not manifested but has occurred be-
available after the German govern-

ruling insurers must cover asbestos not think to look in unless he has "Anythlng else is unworkable con- ment issues an implementing order,
property damage claims, he was to go through all of the files After sidermg the long-term aftereffects fore the applicable retroactive date of which sets the lowest amount of cov-

following precedent He explained all, if you have a smoking gun doc- damage to the environmental can the pokey is excluded from the cover-
erage required to satisfy the law

that a court earlier had found that ument, you don't get up and show have," said a spokesman for HUK m age, according to Germany's largest
Mr Breining told Business Insur-

insurers must cover the cost of re- lt-yOU hide lt and hope that the Hamburg
insurance broker, Mulheim-based
Jauch & Huebener

ance that such a limit will prob-
placing 111-fitting doors Conse- other side's lawyer will get tired Despite HUK's assertions of "close ably be about 30 million deutsche
quently, insurers also should have before he finds lt," Judge Brown cooperation with industty" in devel- "This places considerable risk on marks ($17 7 millton at current ex-
to cover the costs of stripping said oping the model policy, the new the policyholder," said Mr Kupper of change rates)
buildings of asbestos, he said Judge Brown also dismissed model has been criticized by the DVS "Insurers can free themselves The environmental liability law

"I am required by law to fcllow charges that his decisions in the Assn of German Industry and Deut_ from any future habihty by simply caps claims against a polluter for
all of the decisions of all of the asbestos case were "typically Cali- sche Versicherungs-Schutzverband, canceling the policy " personal injury and property dam-
higher courts of California," Judge fornian or unfair " He added, "As- an insurance consumer protection The general exclusion of coverage age at 160 million deutsche marks
Brown said bestosis has not been fair to any- group "It takes away a great deal for for damages occurring but not mani- ($943 nulhon)

In addition, Mr Jackson Critic- one Involved-the courts, the what it iS glvmg," says Georg Kup- fested before the inception of a pollcy After the implementing order goes
ized Judge Brown's decision at the insurers and most of all the in}ured per, a DVS director m Cologne is a weak point m the model, accord- mto effect, the government w111 en-
start of the litigation that all rele- parties But of all those involved, For example, the model policy does ing to Rhemhold Riehemann general force the clause m the act requiring
vant non-privileged documents only the insurers are in the bum- not provide first-party coverage for a manager of Jauch & Huebener "dangerous facillties" to obtain the
should be produced for the court ness of spreading the risk " • pollcyholder's own property damage "Companies are cut off when they coverage .
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said in the affidavit

BERMUDA Companies in Bermuda has received sible position to secure the company's market relating to Aneco's property
Transit Casualty also argues that no satisfactory response to specific (Aneco's) Enghsh assets for the bene- catastrophe business These are pres-

the London High Court is a proper requests for assurances as to the good ht of the general body of the hquida- ently belng evaluated m the hght of
lurisdiction to order Aneco's wind- standmg of Channel Re and the va- tion " an actuanal study and an auditor'sContinued from page 33 1ng Up hdity of certam escrow secunty ar- Given the circumstances, a wind- report But no deals have been donewas hled Oct 17 m the Compames Aneco has "a real and substan- rangements proposed as part of the 1ng up would be"just and equitable," and it's absolute nonsense to suggest

Court of the London High Court's tial connection" with the jurisdic- novation arrangements The value of and the High Court should "exercise that the assets are m danger of being
Chancery Division It follows two tion of the High Court and only a this supposed asset is, accordingly, its discretion" to order Aneco Into dissipated unfatrly," he said
earlier wmding-up petitions brought "minimal" connection with Bermuda, very much m doubt " hquidation, Mr Lamlan concluded Mr Hardy added that, to the bestin Bermuda against Aneco, which the affidavit says And, the affidavit Mr Lamlan said that while Aneco However, Aneco's Mr Hardy an- of his knowledge, Aneco is "com-
once was one of Bermuda's largest asserts, "notwithstanding that 3t is has never disputed that it is "sub- grily said last week that he would pletely solvent "
reinsurers of captives Aneco has incorporated in Bermuda, I believe stantially mdebted" to Transit, it has be opposing the petitions, which he He said that Channel Re in the

been running off its business since that the company (Aneco) has httle or "neglected and failed" to pay Transit denounced as bemg based on "ar- Turks & Calcos had "funded an es-
September 1990, when then-presi- no other genuine connection with the sum of $2,681,996, despite Tran- rant nonsense" He said it is "non- crow facihty proposed as part of the
dent Jonathan Crawley left to form a Bermuda and has few, if any, sub- sit's demands He said "the available sense" for Transit Casualty to claim novation arrangements " And, he
nval insurer, Sphere Drake Under- stantial assets located there I beheve, evidence demonstrates that the com- that Aneco favored English creditors stressed, "I have no further com-
writing Management (Bermuda) Ltd however, that the company does have pany (Aneco) is insolvent both on the And, he said that it is also nonsense ments to make beyond tellmg you, as
(BI, Sept 10, 1990) substantial assets located within the basis that it is unable to pay its debts for Transit to say that Aneco has no I have told you many, many times

The first petition was filed m June junsdiction of this honorable court in as they fall due, and on the basis that substantial assets in Bermuda before, that Channel Re will meet all
from Bermuda-based Mutual Indem- the form of recoverables due from its its liabilities exceed its assets " "There are millions and millions its obhgations as and when they fall
nity Ltd , one of three Insurers parti- reinsurers m the London market " He explained that Transit Ca- of dollars at the Bank of Bermu(la due and not before "
cipating in the Insurance Profit Pomtmg to details of assets shown sualty's calculations of receivables supporting Aneco's letters of credit The win(ling up petition was filed
Centre, a rent-a-captive facihty (BI, in Aneco's 1989 annual report, which due from remsurers, including Aneco, And Transit is very well aware of m the London High Court Just five
June 10) A month later, Bermuda are the latest accounts pubhcly avail- are based on "relevant due dlllgence them, because it has already drawn days before Bermuda's Chief Justice
Registrar of Companies Malcolm able, Mr Lamlan notes m the affida- and appropriate audits in connection down on one," Mr Hardy said Sir James Astwood approved a re-
Butterfield also filed winding up pro- Mt that a debenture or bond payable with reported paid losses notified by "It's also very clear to all that we quest to ad]ourn a hearing of the
ceedings agamst Aneco (BI, Aug 5) by Aneco parent Forum Relnsurance the petitioner's (Transit's) own in- are taking every possible step to pro- Registrar of Companies' winding-up
Both petitions followed a March 25 Co Ltd lS shown as a balance sheet sureds " tect Aneco's assets No deals have petition, which was due to have been
order by the Minister of Fmance for- item with a value of $8 6 milhon But, The Transit general counsel argued been done with the London market heard Oct 23 The hearing iS now
bidding Aneco to write any more because the Bermuda Supreme Court that a London High Court-appointed There are proposals under considera- scheduled for some time m Decem-
contracts of insurance and requesting ordered Forum Re wound up in hquidator "would be m the best pos- tion between Aneco and the London ber .

specific financial information and March, Mr Lamian said, "I belleve
details of its busmess plans there to be httle or no possibility of

The affidavit filed by Mr Lamlon the company (Aneco) recovering this LONDON Oct 3 before judgment could be managing director for MIS Under-argues that "the existence of the two amount m full, certamly not m the made when the leweler's expert ae- writing Agencywmdmg-up petitions currently pend- short term " counting witness falled to appear and The overall drop m capacity seenmg before the Supreme Court of Ber- Mr Lamkm said the 1989 accounts Continued from page 33 Cmdy Royce's owner returned to the for Lloyd's in 1992 "affects a syn-muda should not preclude the exer- also show reinsurance recoverable Lloyd's syndicates United States due to 111 health dicate hke this quite a bit," Mr Canecise by this honorable court of ltS due from Forum Re totaling $13 4 The reports analyze five years of said However, other Merrett syna-own power to make a winding-up milhon He says that, according to an financial statements, trends in un- cates plan to continue writing U Korder in respect of the company The Aneco letter to the Registrar of Com- derwnting performance, syndicates Merrett closes venture
provincial property busmess placedpetition of the Registrar of Com- pames m August 1990, Forum Re's dependence on remsurance, the un- One of the first Lloyd's of Lon- through Birmingham-based servicepanles m Bermuda presently stands reinsurance liabilities were novated derwriting line of the active un- don 'satelhte syndicates" set up to company Merrett Insurance Services,

adlourned sme die (postponed mde- to Mr Hardy's Turks and Caicos- derwnter, hquidity, and the level of write personal lines and small com- Mr Cane said Existing clients,
finitely), awaitmg the avallabihty of based Channel Remsurance Co Ltd syndicate reserves mercial accounts outside of the therefore, Wlll not be affected by the
the chief justice of Bermuda to hear "If, as the company (Aneco) con- To subscnbe to the reports, which Lloyd's underwriting room has closed closure of syndicate 1104, he said
lt tends to be the case, its remsurance cost 1,200 pounds ($2,050), contact due to lack of membership support Meanwhile, Merrett's largest syn-"The petition presented by Mutual with Forum Re has been effectively S&P, 18 Finsbury Circus, London Merrett Holdings PLC in 1988 dicate, number 418, expects a 6%Indemnity Ltd is currently the sub- novated to Channel Re, then the com- EC2M 7BP launched syndicate 1104, under- drop in capacity m 1992 to aroundlect of an interlocutory appeal by the pany (Aneco) has no substantial wntten by Eddie Simner and man- 200 milhon pounds ($342 2 milhon),company (Aneco) to the Court of Ap- assets located in Bermuda," Mr Jewelry claim dropped aged by MIS Underwriting Agency Mr Cane confirmedpeal in Bermuda Even if the com- Lamlan said Ltd, to gam access to the U K pro-
pany's (Aneco's) pendmg appeal falls, Accordmg to the affidavit, "It ap- A claim agamst Lloyd's of Lon- vincial property market The syndi- Tempest in a teapotI believe it is unhkely that the Mutual pears from the evidence contained m don underwnters for the theft of $5 cate, underwriter and back-up ser-
Indemnity Ltd petition wlll be heard the registrar's petition that despite million in jewelry collapsed earlier vices group Merrett Insurance Severe winds, which were expected
before December 1991," Mr Lamkin repeated requests, the Registrar of this month after the claimant's ex- Services Ltd were based in Birming- to cause significant damage in

pert witness failed to appear m court ham Northern England and Scotland ear-Lloyd's members' suit The claim stems from an alleged The syndicate opened ltS doors her this month on the fourth anni-
burglary from a New York jeweler with 113 mill= pounds ($20 5 mil- versary of the Oct 16, 1987, wlnd-Cont:nued from page 33 and 42 managing agents are parts of Underwriters rejected the claim, con- hon at appropriate exchange rates) in storm, turned out to be a tempest m a

teer Influenced Corrupt Organization a "chque, whose members profit at tending the burglary was staged The capacity (BI, Aug 28, 1989) But this teapot The Assn of Bntish Insurers
Act the expense of the outsiders " claimant, Cindy Royce Creations Inc year it had only 85 milhon pounds -which prior to the storm's amval

However, Lloyd's lS challenging The defendants kept the plaintifs of New York, then filed suit agamst ($164 milhon) m capacity and only 4 had pubhshed a checkhst of things
the members' selection of forum At- out of prohtable syndicates, placed the underwriters in London High million pounds ($6 8 million) was to do to mmimize damage-reported
torneys for Lloyd's say any legal ac- U S members on syndicates with in- Court in February 1991 promised by Lloyd's members for that msured damage from the wmds
tion or dispute brought against adequate remsurance and paid secret The New York District Attorney's 1992, according to Stephen Cane, was nummal .

Lloyd's by U S investors must be and excessive compensation to msid- Office, which is investigating the un-
heard in British courts, as stipulated ers, the suit charges derwriters' allegation of fraud, 15
m an agreement developed m 1987 "We have no reason to beheve any submitting information on the al-
and signed by all members as a pre- of these allegations are true," re- leged burglary to a grand Jury
requisite for joining the market sponded Mr Briggs, Lloyd's attorney Cmdy Royce Creations said that Insurance services guideTaylor Briggs of LeBoeuf, Lamb, In addition, Lloyd's Chief Exec- $5 milhon of its stock was stolen in
Leiby & MeRae m New York, which utive Alan Lord last month said that August 1989 after its alarm system
is representing Lloyd's m all three Lloyd's had held "extensive" discus- was cut off and its vault and safe
cases, said a motion will be filed to sions with the SEC in 1988 "We are doors burned open Advertise in FRONTING

have the case dismissed on these perfectly clear that what we've done However, on the advice of loss ad- The Insurance Services Guide We're specialists m fronting amngements
grounds to recruit members in the United ]usters Graham Miller Group Ltd, FAX your advertisement for the next issue and mergers/acquisitions

But Minna Schrad, an attorney States is within SEC requirements," the claim was re]ected by the lead FAX: 312/280-3189 In the Industry since 1960
with Proskauer, Rose, Goetz & Men- Mr Lord said underwriters non-marme syndicate PHONE: 312/649-5340 Corporate Intermediaries

delsohn m New York, which repre- Two other suits have been filed 404, managed by Cuthbert Heath Un- W.F. "Bill" Vest
Contact Margaret Hikido Box 816124, Dallas, TX 75381sents the plaintiffs, said that because against Lloyd's by U S members derwritlng Ltd, and marme syndi- to reserve space PHONE/FAX 214*620-2581

Lloyd's has statutory immunity in the In dismissing one, U S District cate 1014, managed by R M Pateman
United Kingdom, claims brought Judge Jim Corrigan of Denver ruled Underwnting Agencies Ltd
under the Securities Act of 1933 in late August that he lacked Juns- The underwnters alleged that the
should be heard mUS courts diction over a member's claim for burglary was staged, the defendants

"This was not a case between a damages from Lloyd's (BI, Sept 9) had not lost the $5 milhon worth of Reach For The Stars
customer and a broker, but an is- That case is being appealed to the property they claimed, and there
suer of secunties who did not give 10th U S Circuit Court of Appeals were pollcy defenses on the grounds Investigate this new generation of quality software solutions for health

benefits management, workers' compensation claimi general liabillty,proper disclosure Lloyd's recruits Another suit was filed m Septem- of non-disclosure of material facts
capital in the U S and we expect ber in US District Court m Chicago The underwnters had to estabhsh medtcal cost containment, and fint i¤jury report& iactuding:
that the court w111 want to see the (BI, Sept 16) Lloyd's motion to dis- by circumstantial evidence that the
laws enforced m the US, especially miss the suit is Stlll pending How- robbery had been staged and that the ISP HealthStar • ISP CompStar • ISP MultiStar
when there's no remedy against ever, aUS magistrate did issue a stock that was allegedly stolen did ISP MediStar • ISP FirstStar
Lloyd's in the U K," Ms Schrad recommendation last month to the not exist, said the underwriters' at-
said federal court that Lloyd's should be torney, Chve Boxer, senior partner at For mon #-,ion about the maq .9

Also, the Securities Act of 1933 barred from calhng down on the let- the law firm Fishburn Boxer in Lon- yoll can benent Dom

states that any condition that bmds ters of credit posted by the plaintiffs don But, the underwriters were im- Insurance Software Padmges, Inc.
write to uS at

..../
anyone acquinng a secunty to waive in the Chicago suit to meet their obh- peded m their case by the New York
compliance with the Secunties Act is gations until the case is resolved government's bureaucracy, he said 3625 Queen Palm Drive

impa, FL 33619void, said Dale Schreiber of Pros- Most of the disgruntled U S mem- For example, finding support for
or call (SOO) 2374133 in the U.1,kauer, Rose, Goetz & Mendelsohn, bers sumg Lloyd's belong to some or Lloyd's in the New York District At- (813) 6214069 in Florida.

explaining why the case should be all of the syndicates once managed by torney's Office proved difficult, and
heard in the United States Feltnm Underwriting Agencies Ltd much of the evidence on which the

Besides alleging the Lloyd's vio- and/or Gooda Walker Ltd Those firm had relied was also stopped
lated securities laws, the plaintiffs syndicates face a total of 750 milhon from leavmg the U S by the distnct For advertising Information in the INSURANCE SERVICES GUIDE
charge that the Council of Lloyd's, pounds ($128 bilhon at current ex- attorney's ofhce The remainder was Contact Margaret Hlkido 740 Rush Street, Chicago, Illinois 60611
Lloyd's Chairman David Coleridge, change rates) in losses from 1988 to simply lost," he said Telephone (312) 649-5340
266 syndicates, 16 members agents 1990 (BI, Sept 2) . However, the case collapsed on
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Upjohn ruling damages, more than $3 million in said John Elser, an attorney with limited punitive damage : wards to legislatively limit punitive damage
compensatory damages for Mr Proc- Wilson, Elser, Moskowitz, Edelman based on the Pactflc Mutual n.ling awards, Mr Connor said

Continued from page 1 tor and $100,000 for Mr Proctor's & Dicker in New York For example, the 4th U S Circuit Many observers say the Supreme
paign to inform ophthalmologists wife for the loss of her husband's The award is "outrageous," said Court of Appeals earlier this month Court's March decision on punitive
that uslng the drug around the eye companionship Martin Connor, president of the ruled that the South Carollia law damages signaled a need for Con-
had not been proven safe and effec- The Jury found that Mr Proctor's American Tort Reform Assn. a busi- governing punitive damages is un- gre and state legislatures to reform
tive through animal tissue tolerance ophthalmologist was not negllgent ness-funded lobbymg group m Wash- constitutional because it gives juries the current system of awarding puni-
tests Uplohn "strongly disagrees" with mgton, D C unrestrained discretion m awarding tive damages
• Sending letters to physicians the award, which is the largest ever "I don't think this court has read punitive damages in violation of a The U S solicitor general is ex-

warnmg that "there lS a good chance agamst the company, the spokeswo- the Supreme Court" decision on pu- defendant's nght to a fair trial (BI, pected to release a proposed state
that the eye or vision will be lost" if man said It plans to seek post-tnal mtive damages in Pac+c Mutual Llfe Oct 21) model law soon for capping puni-
Depo-Medrol is Injected mto the eye relief from Judge Levin If that falls, Insurance Co us Hast:p, Mr Connor And, a Maryland appellate court tive damages at the amount of com-

However, Uplohn said m a state- Upiohn plans to appeal earlier this month vacated a $12 5 pensatory damages, Mr Connor said
ment released after the trial that The lury's decision "is totally m- 1 million punitive damage award ATRA, however, concedes that that

Depo-Medrol "has proven to be safe appropriate," said Theodore Cooper, 'This is the type of against Alexander & Alexancer Inc, standard may be too low, especially
and effective when used as recom- the company's chairman and chief calling it unconstitutiona_ly ex- when a compensatory damage award
mended " Its approved uses include executive officer, in a statement case...1 always cessive The Maiyland court was the is minimal, Mr Connor said

injection m some muscles, soft tissues "Dunng the 30 years it's been on hoped would go to first to vacate an award and order a Ironically, Illinois m 1986 adopted
and jomts the market, Depo-Medrol has proven new trial based on the Supreme courtroom procedural controls de-

Injection near the eye is not a use to be safe and effective" when pro- the Supreme Court,' Court's gzudelines (BI, Oct 14) signed to contain punitive damages

Uplohn recommends in its package perly administered, he said says Victor Schwartz. Some attorneys predict tnat the The Proctor suit, though, pre-dates
insert, which is approved by FDA, UPlohn defense attorney Robert A verdict will at least be reduced on those controls

the company said Downmg of Sidley & Austin m Chi- appeal, if not overturned, as Upiohn Under those controls, for exam-

And, "Uplohn sought to defend lt- cago declined to comment predicts ple, a plaintiff cannot request pu-
self and ltS product by presenting The verdict is not expected to have said The Uplohn verdict is "exactly The Judge was "our of step with the nitive damages in an initial com-
evidence regardmg the safety of ltS a significant affect on Uplohn's prod- the sort of thing that the Supreme (product habihty) mainstream" in not plaint The plaintiff first must
product labehng, but the court pre- uct hability coverage or on product Court m Pacd,c Mutual said is over letting Uplohn present all nforma- demonstrate to the court that there
vented the company from presenting hability msurance rates generally be- the limit" tion about its dealmgs with the FDA, is enough evidence for the request
all of its evidence to the jury," the cause punitive damages are not m- In that March decision, the Su- Mr Schwartz said to be reasonable, Mr Dudley said
company said m a statement surable m Illinois preme Court found that a 4-to-1 ratio The verdict seems to be "im- Also, ludges may give a portion of a

For example, Judge Leonard Levm The company said it was insured of punitive damage to compensatory proper," Mr Elser said "The chance punitive award to the state Depart-
prevented the company from pres- for the compensatory award but damages "close to the line of being that it will be set aside is Irobably ment of Rehabilitational Services
enting its 1980 recommendation to would not provide coverage details unconstitutional," according to Vic- pretty good," he added ATRA's Mr Connor said the law

the FDA that agency-approved mfor- Uplohn's 1983 product hability in- tor Schwartz, a defense attorney with Other courts wall likely re*new the has been "very effective" in limit-
mation included with the product be surance was placed by the Detroit of- Crowell & Moring in Washington, facts to determine whether the jury's ing requests for punitive damages
changed to warn ophthalmologists flee of Marsh & McLennan Cos Inc D C (BI, March 11) finding was reasonable, said Jim In addition, it simphhes pre-trial set-
not to use the drug around the eye, and M&M :fhliate C T Bowring Co In the Upjohn case, the ratio of Dudley, executive director of the Illl- tlement negotiations because re-
according to Uplohn Ltd m London, both of which cur- punitive to compensatory damages is nois Trial Lawyers Assn in Spring- guests for punitive damage awards

That recommendation stemmed rently place coverage for Uplohn about 41-to-1 field, Ill are not a factor at that time

from reports that three other peo- The coverage was most hkely wnt- That ratio and the fact that the However, Mr Dudley added that The Uplohn verdict points out the
ple had been blinded by the drug, ten on an occurrence form and placed doctor acknowledged he mistakenly the Jury's punitive damage avard re- "temble dilemma"drug companies
which Uplohn apparently reported to in both London and the United injected the drug into the patient's flects ltS opinion that Uplohn was face when they are found hable for
the FDA, Mr Goldberg said States, sources say eye sets up an mterestmg factual sit- guilty of willful, wanton and mall- alleged defects in warnings approved

The FDA rejected that proposal m However, sources said large phar- uation involving a defendant that Clous conduct that showed disregard by the FDA, Mr Connor said
1983, an Upiohn spokeswoman said maceutical firms generally have large was engaged in socially desirable for the pubhc safety "It shouldn't be up to a ]ury to

FDA officials would not return deductibles or self-insured reten- conduct, Mr Schwartz said In addition, punitive damages must second guess the FDA on labellng,"
phone calls tions "This is the type of case on puni- be large enough to attract the "atten- Mr Elser said

The jury reached ltS verdict Oct Some legal experts are highly criti- tive damages I always hoped would tion" of a large company hke Uplohn, Mr Schaartz pointed out that a
18 after three hours of deliberation cal of the punitive damage award go to the U S Supreme Court," Mr Mr Dudley pointed out recent study commissioned by the

The $127 7 milhon of damages m- against Uplohn Schwartz said In any case, the Jury award in the American Law Institute recom-
cludes $124 6 million of punitive "It seems extremely high to me," Other federal and state courts have Uplohn case may add fuel tc the fire mended that courts should not allow

a jury to award punitive damages

Insurance fraud legislation against a drug company that is in
comphance with FDA standards, m-

Continued from page 2 old cial, the civil penalties would be fun- eral government's involvem€nt in in- cluding reporting requirements for
ardized the safety and soundness of An earlier staff memo by Janet nelled to the regulatory official m the surance regulation The long tradi consumer problems (BI, Apnl 29) I
an Insurance company Potts, majority counsel to the House insurer's domicile The penalties then tion of effective state regulation,

Under the Senate bill, the man- Energy and Commerce Committee, would be used for the benefit of which has been serving ccnsumers
mum penalties would be $1 million notes that the $5,000 threshold is a claimants and creditors for over a century, wlll be 3trength-
m fines, 30 years m prison or both reasonable starting point because The Senate bill lacks a compare- ened even more once this law is on

Lobbyists pomt out that the Senate federal prosecutors should focus on ble provision the books," Mr Long said
penalties are out of hne with regular signihcant cases The House bill's provision would While federal cnminal penalties for Adve#N
criminal fraud penalties, which typi- "It won't benefit anyone if the fed- "ensure that those harmed by these mall and wire fraud can be apphed to
cally are capped at five years in eral courts are clogged with minor fraudulent acts will be made whole msurance fraud, they may be of httle
prison cnmes, as they are now with a multi- to the maximum extent possible," help to prosecutors because of their

Regulators, like North CarolIna In- tude of of drug offenses," Ms Potts said Rep John Dmgell, D-Mich,in relatively short five-years statute of Index
surance Commissioner James Long, wrote remarks on the House floor Rep limitations, insurance regulators
who also is president of the National • Civil penalties that U S attor- Dingell and Rep Jack Brooks, D- note Issue of October 28

Assn of Insurance Commissioners, neys may seek Texas, proposed the House msurance "Insurance fraud is not the easiest

say either set of penalties would be The House bill would allow U S fraud provisions of prosecutions to mount," said the Advertiser Page #

vast improvement over the current attorneys to seek civil penalties of The civil penalties "have the po- New York department's Mr Liskov, Aetna Health Plans

lack of specific federal penalties for up to $50,000 for each violation or tential to be very useful" 1n mak- noting that complex 1SSUeS often are
11

insurance fraud an amount equal to the amount of Ing victims whole, agreed Richard involved American Remsurance 6-7

• The threshold at which an act compensation that person received or G Liskov, deputy supermtendent Both the House and Senate bills Atlantic Mutual Insurance 17,19
of embezzlement covered by the leg- offered for the illegal conduct, and general counsel with the New would set 10-year statutes of limi-
islation would qualify asa federal whichever is greater York Insurance Department tations Bryson Associates 10

cnme If the offense contributed to the State regulators last week wel- During the House debate, Rep Business Insurance 25,27,28,31
The House bill would estabhsh a insolvency of an insurer that had comed passage of the House bill Dingell noted that most people m-

$5,000 threshold, while the Senate been placed under the control of a "This is one area where the NAIC volved m recent cases of Nrongdo- Chubb Corporate 4

bill would set only a $100 thresh- state Insurance department or offi- needs-mdeed-has urged-the fed- ing at insolvent insurers "simply CIGNA 40
walked away" without investigations
of their wrongdoings Continental/Rehab Resource 30

"Many of them contmue to be ac- Cover X ./

Your life just got SMie[I
tive in the msurance business It is

clear that the current criminal stat- Delta Dental Plan Assoc 16

utes and penalties are Inadequate to Gardner Mountain Barr Inc 26
deal with the fraudulent activity,
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Oakland fire servers less than the distnct's $100,000 fire httle frame and some chimney" was written by Lloyd's of syndicates, she
"We're giving them too much loss deductible under its all-risk all that remained, he said said

Continued from page 1 credit to think logically," he said of property pollcy led by Aetna Life & State Farm also received about $3 Fireman's Fund Insurance Co of
became evident," said Douglas Insurers' reaction tothedisaster Casualty Co The policy provides $50 million m claims for auto losses Novato, Callf, with about 5% of the
Smith, an employee at the city's Nevertheless, "a loss exceeding $1 million in limits The Oakland fire is "the worst state's overall homeowners busmess,
emergency operations center "There billion will start affecting the cata- Damage included slits m the con- we've seen in the nation, from our "is represented probably m a higher
is nothmg left for vast, vast tracts " strophic loss reinsurance market," crete m one of the reservoirs, damage perspective," the spokesman said proportion than that wherever there

Including the Oakland loss, 1991 which in turn may have a "npple ef- to hydrants and main lines, and a State Farm has 200 adjusters comb- are affluent communities," a spokes-
U S catastrophes so far account for feet on the commercial market," Jar- burned-out truck, Mr Nordin said ing the area, about half of them from man said
$4 billion in msured losses, the ASIG dme's Mr McKinley said Several of California's largest ho- outside the region, he said Fireman's Fund had no estimates
says "This event will have more rein- meowners insurers acknowledge that State Farm, with $17 9 bilhon m of its fire losses late last week, but its

The conflagration in the hills west surance participation than a hum- they unll be digging deep into their capital and surplus at year-end 1990, exposure m the devastated Oakland
of Oakland began after a brush fire cane would because it is concentrated own pockets before reinsurance re- does not purchase remsurance "We neighborhood "is not inconsider-
that firefighters believed they had in a small piece of geography," said sponds to claims from last week's quit when our mternal capabdity ex- able," he said Losses will be "far
contained on Oct 19 was whipped by Michael Smith, first vp at the Leh- catastrophic fire ceeded what was available out worse" than m a 1990 fire m Santa
winds into a firestorm the following man Brothers division of Shearson As of last Friday, several insur- there," the spokesman said Barbara, where the loss for Fireman's
day Fueled by drought conditions, Lehman Brothers Inc m New York ers were reporting losses in excess Allstate, the state's second-largest Fund was about $15 million before
the fire ravaged 1,900 acres, de- "The reality of insurance is that of $100 million each, before rein- homeowners insurer with 173% of remsurance, he said
stroying 2,449 houses, 437 apart- if you look at small areas, you're surance the market, estimated last Monday Fireman's Fund had received more
ments and condominiums as well as going to find individual insurance Several msurers said that their pol- that it had $50 million in insured than 204 claims as of late last week
damaging about 100 more houses companies with mordmate market icyholders in the affluent Oakland losses But, later m the week, Allstate Hartford Group Inc reported 24

By late last week, the human toll share When that happens, the ca- hills area had purchased "deluxe" boosted its estimate to $128 mllion, claims, prmcipally homes, for losses
had mounted to 24 dead, 150 in- tastrophe remsurance cover attaches homeowners coverage, which guar- Including structures, contents, hvmg totallng $8 mill=1
jured and 23 missmg very quickly," he explamed antees full replacement value expenses and vehicles However, "it could go higher," a

President Bush last week declared "A lot of this will get into the And, as firefighters contained the So far, Allstate has received 459 spokesman said
Alameda County a ma]or disaster London market," since homeowners fire and insurance adjusters were al- claims,'of which 227 are total home Government Employees Insurance
area, making federal assistance insurers have fairly large retentions lowed mto the area, Insurers raised losses It has also received 250 claims Co reported hre losses of $1 million
available to affected residents and and "the only place you can get ex- their preliminary estimates of in- for auto losses early last week, representing three
local governments cess over a large retention is the Lon- sured losses dramatically Allstate prolects it will receive 733 houses, four apartment rental poli-

The Oakland Fire Department, don market," Mr Smith said For example, State Farm Group fire loss claims cies and one condominium
which has classified the fire as "sus- "It's not gomg to do anythmg to of Bloomington, Ill , the largest Allstate's reinsurance attaches ex- Some large insurers say they will
piclous in nature," is under attack by cause the London market to turn any homeowners insurer in California cess of $100 milhon in losses, said a not sustain heavy hre losses because
residents, who claim its initial re- faster than lt would, but it may con- with more than 20% of the market, spokeswoman at the company's they have adequate reinsurance or
sponse to the fire was Inadequate vlnce a, few more names in Lloyd's reported an estimated loss of $180 Northbrook, Ill, headquarters did not write much homeowners cov-

Some plaintiffs' attorneys last week that this is not where they want to milhon at the begmning of last week Farmers, the state's third-largest erage in the area
were studying what kind of suits be," Mr Smith said But, "it's becoming increasingly homeowners insurer, estimated last For example, Transamerica Corp,
could be brought agamst the depart- Prudential's Mr Zimmermann clear that's on the low side," a week that ltS losses will exceed ltS which markets "an upscale niche in-
ment (see related story) agreed that the loss could pose "fur- spokesman said later in the week $100 milhon retention surance product" for homeowners,

In fighting the fire, more than ther woes for London " The $180 million loss represents Earlier in the week, the company estimated a loss of $50 milhon to $75
1,000 firefighters, joined by home- Most people expect that the first only structural loss and does not in- had estimated that losses would not milhon before reinsurance but only a
owners desperately wieldlng garden $1 billion of insured losses will be clude contents, which could total exceed its retention net loss of $4 mlllion to $6 milhon
hoses, drained ten 500,000-gallon absorbed by the primary industry, $200 million more, he said, giving "The numbers have been going up "We're very prudent and a heav-
reservoirs of the East Bay Municipal with the remainder paid by the re- State Farm a $380 mlilion loss every two hours," a spokesman said ily reinsured company," a spokesman
Utihty District Burst water lmes fur- msurance industry, said John N Gil- The msurer had received more than Of 160 property claims received said
ther added to the drain on the reser- bert Jr, president of the Holborn 400 claims for total losses, that is, "a earlier last week, the average loss Transamenca had received 200
voirs and hampered firefighting ef- Agency Corp, a New York-based re- was $330,000, mcludlng contents, he claims late last week It has 600 cus-
forts, said Tom Nordin, risk man- insurance intermediary said tomers in the area, but not all of
agement administrator for the East 'he loss, though, still represents Lawsuit alleging One large condominium complex them were in the fire's path, the
Bay MUD a 'reasonably substantial loss," he that was destroyed represented a spokesman said

"Even if the reservoirs had re- said "It's a loss we didn't need " negligent response multimilhon-dollar loss, "maybe up Aetna Life & Casualty, with about
mained full, it would not have been However, it "adds lnSult tO InJury" to $10 nulhon," the spokesman said 3% of the homeowners market m the
enough to fight a fire of that mag- because the loss is not large enough to fire expected Another large condominium com- state, reported about 30 property
nitude," Mr Nordm asserted to galvanize the overall remsurance plex was heavily damaged and has claims late last week, some of which

Despite the huge losses, the catas- market to harden significantly, Mr OAKLAND, Calif -Lawsuits al- up to $8 million in coverage, he were total losses
trophe is not expected to turn the Gilbert said leging that the City of Oakland, Ala- added But, "remsurance will soften the
property/casualty msurance market Andrew Bank, reinsurance con- meda County and the Oakland Fire Though Farmers has an overall blow," said a spokesman

"We all thmk the market's gomg sultant with Ambel Consultation Department were Aegllgent in their market share of more than 13% state- Chubb Corp writes about 3% of
to turn m a year or two, but as an Services Inc m New York, noted that response to the Oakland hills fire wide, its market share m the upscale the state's overall homeowners in-
mdependent event, I don't think the msurers' high retentions m catastro- could be hled this week, says plam- area is only about 5% to 6%, the surance busmess, but does not have a
fire is enough to turn the market," phe loss and property excess-of-loss tiffs' attorney Melvm Belll spokesman said signihcant exposure m the Oakland
said Alan Shirek, senior vp and man- reinsurance agreements "have gwen Mr Belli, a partner with Belli, United Services Automobile Assn, hlls, according to the company
ager of the rlsk management depart- them a much bigger loss" than they Belli, Brown, Monzione, Fabbro & which writes about 3% of the state's Brokers noted that Chubb targets
ment at Alexander & Alexander of would have experienced from a simi- Zakana m San Francisco, said late homeowners insurance, expects that affluent homeowners, like those in
California Inc m San Francisco lar catastrophe before 1985, when the last week that he had received about claims from the Oakland fire will ex- the Oakland hills area

Individual Insurers' losses "are big tight market forced ceding companies 25 phone calls from people who suf- ceed $60 milhon, meludmg contents, "Our target market is the high-
numbers, but those are enormous m- to increase their retentions fered losses m the deadly fire but not including hving expenses, de- value personal hnes market," agreed
surance companies writing in a class However, George Roberts, presi- "We signed up about 15 clients bris clearing and landscaping, a Gail Devlin, Chubb's chief fmancial
of business with good loss ratios," dent of Reliance Reinsurance Man- so far and one is asking for a class spokesman said officer m Warren, N J
observed Jeffrey McKlnley, western agement Inc, a unit of Reliance action," he said USAA had received 211 property But, because of other underwnting
regional manager of Jardine Insur- Group Holdings Inc in Philadelphia, No suits had been filed as of late loss reports, including claims for 126 concerns, including the fact that
ance Brokers Inc m San Francisco beheves the loss will help tighten the last week but Mr Belli expects to destroyed homes, by midweek Oakland is in an earthquake area,

"Homeowners insurance has been property catastrophe market file as early as this week "Fifty percent of the total losses one cannot conclude that Chubb had
profitable," he said "I don't really think as regards The fire claimed 24 lives, while have replacement cost coverage and a heavy exposure m the fire, she said,

Losses probably will not be large other parts of the market that lt another 23 people are missing and not just pohcy hmits, so that could notmg that the insurer had not esti-
enough to stimulate insurance com- would have a signihcant impact," he 150 were iniured The fire caused run the total up higher," a spokes- mated its fire losses
pany managements to raise prices on added an estimated $12 billion of msured man said Allstate and several other insur-

their commercial business, and losses Smce it is a personal 1lnes msur- damages, though msurers expect that USAA also had 75 auto loss claims, ers said they expect their loss esti-
are not concentrated among com- ance loss, its impact on commercial figure to climb (see story, page 1) meludlng 51 total losses, amountmg mates to nse as adlusters and poll-
panies that are "big commercial car- busmess wlll be hmited, Mr Roberts "There will be some contingent to $300,000 cyholders assess contents lost in the
riers," said G Alan Zimmermann, said cases against the flre department, the Callfornia State Automobile Assn, homes and submit claims under spe-
first vp with Prudential/Bache Se- One of the few commercial losses city or the county" allegmg negh- Inter-Insurance Bureau, with 4% of cial coverages for valuable items hke
cunties Inc in New York was sustained by Pacific Gas & Elec- gence or absolute liability, Mr Belli the state's homeowners insurance antiques and fine art

He pointed out that Allstate In- tric Co in San Francisco said busmess, estimated ltS gross losses "I know of many collectors who
surance Co and Farmers Group Inc, PG&E sustained "milhons" of dol- "We are checking all the ordi- unll amount to $50 nullion for home- live in the hills, and working ar-
for example, are among the largest lars in damages to facilities m the di- nances to see whether sovereign lm- owners claims, mcludmg contents tists and Important photographers
homeowners insurers in California saster area, a spokesman said, though munity applies in this situation," he But that flgure wlll rise with auto have studios in the hins," said Phil
but that their commercial lmes vol- the damage will not be as high as the said Sovereign immunity prohibits claims and other claims, a spokesman Mumma, associate director of the
ume is more modest approximately $80 milhon in damage lawsuits agamst governments said Oakland Museum

Ron Frank, vp at Smith Barney, the utility sustained in the 1989 Among those whose homes were "Well over 100" homes insured by "The area has long been rich in
Hams Upham & Co m New York, earthquake destroyed was Jon M Ingethron, nsk CSAA were destroyed by the fire, he visual arts and artists My presump-
said that predicting insurers' reac- PG&E'sail-nsk property msurance manager for the City of Oakland He said tion is that there are substantial

tion to losses from the fire is nearly pohcy, wntten by Lloyd's syndicates, could not be reached for comment CSAA also expects some extraor- losses" of art works, he added
impossible carries a $25 milhon deductible for about the threat of lawsuits dinary expenses related to problems However, Juhe Anderson, curator

"Will this be the event that makes fire losses Mr Belll said the number and type with surveying the disaster area m of the corporate art collection at
the industry get up and scream The policy excludes fire damage of lawsuits will depend on how much preparation for rebuilding, accordmg SAFECO in Seattle, does not expect
uncle?" he asked to poles and lines With a service of his chents' losses insurers wall ac- to the spokesman that much artwork destroyed in the

"It's not that they're not in pain, area of 94,000 square miles in North- tually pay SAFECO Corp of Seattle, which fire was msured
it's a question of how much they ern and Central Callfornia, "the pre- "The majority of losses are covered writes about 3% of the state's home- Too often people "don't add the
are willing to take," Mr Frank said mium on lines and poles is prohibi- by insurance and most insurance owners business, reported that 1ts riders" providing coverage for val-
of insurers "My gut feeling is that tive," the spokesman explained companies have been actmg decently gross losses unll exceed $40 milhon, uable items, Ms Anderson said
they will take some more" But, as m the case of losses caused My advice to people is to call their including contents and living ex- At least one large collection of 800

Insurers are still flush with capi- by the earthquake, PG&E hopes to brokers and their insurance adjusters penses pamtings by California artists des-
tal, so there is not a great impetus fully recover whatever losses are not to see what they have to say, but The company had received about troyed m the fire was uninsured, ac-
to raise pnces yet, he explamed covered by msurance through a re- don't sign any release or accept any 200 property claims last week cording to local press reports

Myron M Picoult, managing direc- serve fmanced by rate proceeds, the checks without checking with us SAFECO retains the first $20 mil- The collection was valued at $18
tor and senior Insurance analyst at spokesman said And, if an attorney is mvolved, don't hon of a catastrophic loss, a spokes- milhon, Mr Mumma said
Oppenheimer & Co in New York, Damage to East Bay MUD's facill- pay him anything" because that woman said After that, remsurance

 agreed that higher rates as a result of ties was "fairly minimal" considermg should be covered by the msurers picks up 95% of the next $80 mill.on Assoctate Editors Michael Bradford m
.,the fire would be merely "wishful the extent of the disaster, Mr Nordm -By Chnshne Wootsey SAFECO 15 remsured by the Lon- Dallas and Judy Greenwatd m Camp-

-·-king" on the part of mdustry ob- said He estimated losses would be don market, with 50% of its program belt, Calif, contnbuted to this report
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Executive Life Mr Ewald also said that a $643 Some critics have said the Altus Update-milhon lien by the Internal Revenue group's "bonds out" proposal severely
Conttnued *cm page 1 Service agamst Executive Life for undervalues the bonds
the ongmal takeover proposal for Ex- back taxes should not interfere with But, "Executive Life policyholders New hearing in tobacco caseecutive Life-submitted in August by the NOLHGA proposal (BI, Apnl 29) have overwhelmmgly endorsed the
French Investor group Altus Finance Several sources say the IRS lien concept of a 'bonds out' structure pro- Cont:nued from page 2
and msurer Mutuelle Assurance Art- might be settled for between $30 mil- viding secunly and hquidity as the tobacco companies with failure to warn or with misrepresentation
sanale de France-and bids modeled hon and $40 milhon only possible solutions to their con- of the dangers of smoking (BI, Oct 14)
after it, which Includes the NOLHGA An IRS spokesman m Los Angeles cerns," said John Hartigan, director of The court's request for reargument indicates that the iustices may be
bid would only say the hen remains m ef- transition planning for the French in- spht 4-4 on at least one issue and would like recently confirmed Justice

In addition, some of the attorneys feet vestor group and a senior partner at Clarence Thomas to participate in the case
also are asking that certain issues- Under the revised NOLHGA pro- Morgan, Lewis & Bocklus m Los An- "The most likely reason they asked for reargument lS that they
like the true value of the insurer's posal, policyholders covered by guar- geles are equally divided on at least one issue," said John Branzhaf, executive
assets-be resolved before one of the anty funds would mceive 100% of their Attorneys for pollcyholder groups director of Action on Smokmg & Health, an anti-smoking group
bids is formally selected benefits up to the limits set by the last week were prepanng their own "We walked into this considered the underdog," said plambffs' attor-

Meanwhile, Washington Insurance states m which they remde These caps ob]ections to the various bids based on ney Marc Edell with Budd, Larner, Gross, Rosenbaum, Greenberg &
Commissioner Dick Marquardt has average $100,000 for cash benefits and a study by Arthur Andersen & Co for Sade m Short Hills, N J "I look at this at gomg mto overtime"
filed a motion m Supenor Court to in- $300,000 for death benehts the Allocated Annuities Committee, a Cigarette manufacturers' attorney H Bartow Farr m of Klein, Farr,
tervene in the Executive Life rehabill- Poheyholders unth larger amounts court-established group representmg Smith & Taranto m Washmgton, DC, would not comment
tation to protect the Interests of Wash- at stake, like pension plans with assets Individual annuity holders
ington pollcyholders and the state's invested in Executive Life GICs, The report shows that if obllgations
guaranty fund would receive 100% of the first owed to muni-CMC holdens and the Retiree benefits in bankruptcy

Mr Garamendi said Thursday he $100,000 and 89% of any amount IRS tax hen are excluded from Execu- CINCINNATI-Federal bankruptcy law does not give retirees the
was recommending the NOLHGA bid above that tive Life's habilities, the insurer's nght to lifelong, unaltered health care benefits, according to a US
to Judge Lewin because it promised The NOLHGA proposal also would assets-mcluding the junk bond port- Bankruptcy Court Judge
the highest return to poheyholders glve pohcyholders 25% of any profits foho-currently exceed its habilities Changes that Congress made to the federal Bankruptcy Act sev-
"Getting the most dollars Into the earned on the company's Investment "In an orderly, managed hquida- eral years ago require that retiree health care benefits continue durmg
pockets of Executive Life's policyhold- portfolio Unlike the Altus group's tion, annuitants can ultimately expect bankruptcy proceechngs, but they do not restnct a company from ever
ens has always been my top pnonty " proposal, the NOLHGA proposal to recover 100% of their contract altering those benefits, wrote Judge J Vmcent Aug Jr last week

However, because the NOLHGA bid would retain Executive Life's Junk amounts if municipal GICs are not Benefits remain subject to negotiation between the employer and
"needs to clear up some signihcant bond portfollo The lunk bonds, which poheyholders," the report states a committee representmg retirees, Judge Aug wrote in a decision
uncertainties," Mr Garamendi re- had a face value of $66 billion, are Some other pollcyholder attorneys involving Cmcinnati-based Federated Department Stores Inc and New
served his nght to select from among now valued at about $42 bilhon also are fillng motions askmg that cer- York-based Alhed Stores Corp, which filed for Chapter 11 last year
two runnens-up the Altus/MAAF pro- The NOLHGA proposal, however, tain Issues-such as the value of the The firms are units of Campeau Corp of Toronto
posal, which would pay pohcyholders does not mclude any provisions for company and whether a bonds-m deal To interpret bankruptcy law as a "vesting provision would be a
86 cents on the dollar after recovenes municipallties that invested bond issue would be better than a bonds-out deal windfall to pre-petition retirees," Judge Aug wrote
from guaranty funds, and an offer by a proceeds m Executive Life guaranteed -be resolved before Judge Lewin se- The decision confirms that retiree health obligations are deter-
group led by San Francisco-based in- mvestment contracts lects a new owner for Executive Life mmed by the conditions set m the retirement plan and that bank-
vestment bank Hellman & Friedman, A tnal continued last week in I.s "We hope to Inject some orderh- ruptcy law does not change those obhgations, said Federated and Alhed
which would have paid 85 cents Angeles to determine whether muni- ness into the hearings," said Phillp attorney Glen Nager, a partner with Jones, Day, Reavis & Pogue in

NOLHGA has until Nov 4 to elimi- GIC hol(lens are entitled to the same Warden, an attorney with Pillsbury, Washington Both flrms reserved the nght to alter benefits, he noted
nate nlne uncertainties m its bid under claim pnonty as annuitants and other Madison & Sutro in San Francisco
a tentative schedule approved Fhday GIC holders Reply bnefs were due The firm represents holders of $1 65
by Judge Lewin Mr Garamendi then Thursday, but final arguments have bilhon of Executive Life's estimated Wider European trading zone
has until Nov 6 to make a final decl- yet to be scheduled $19 bill= m mum-GICs LONDON-An agreement on a 19-nation free trade zone signed
mon on the NOLHGA bid If the court rules that muni-GIC Meanwhile, the state of Washing- last week by the 12 European Community nations and the Euro-

The uncertainties are holders have the same status as other ton lS seeking to become the third pean Free Trade Assn could expand the E C freedom of insurance
• That the guaranty funds have the policyholders, the terms of the state to be a party to the Executive services directive to the seven EFTA countnes by Jan 1, 1993

legal authonty to operate an insurer NOLHGA bid---as well as most of the Life rehabilitation proceedings Those nations-Austria, Fmland, Iceland, Liechtenstein, Norway,
• That NOLHGA members are able other bids-would have to be revised Cahfornia, Executive Life's domi- Sweden and Switzerland-and the E C nations still have to approve the

to assess Insurens as necessary to com- The Amencan Council of Life In- cihary state, became a party to the agreement through national parhaments or referendums
ply with the terms of the bid and surance supports the NOLHGA bid case when the Callfornia Insurance The agreement "means that freedom of estabhshment and free-
to provide the necessary fmancial because it permits poheyholders to Department seized the troubled m- dom of msurance services vnll be allowed in the larger European
guarantees to ensure payments to poll- share in any increased value of the surer earher this year (BI, Apnl 15) economic area," said Edward Hester, a general manager for Zurich
cyholders and access to their funds msurer's bond portfoho And Judge Lewin gave Texas Insur- International Ltd m London "It means that, for example, Swiss
• That future hfe insurer insolven- 'There would be no windfall prof- ance Commissioner Phil Barnes inter- and Swedish Insurance companies can estabhsh themselves in the

cies would not damage the operations its for private mvestors," a statement venor status m August European Community along the same hnes as the E C -based msur-
of the company set up by NOLHGA to from the ACLI states Parties with intervenor status can ance companies"
succeed Executive Life The ACLI-whose 600 life insurer file motions and open discovery The
• That changes m state laws would members wnte more than 93% of the purpose of Intervention is to prevent Court affirms judicial immunitynot undermine the agreement hfe insurance in force m the United delay and unnecessary duplication of
• That lawsuits filed agamst Ex- States-also is helping NOLHGA lawsuits Intervenor status may be WASHINGTON-Affimung the broad immunity of Judges from tort

ecutive Life or its successor would identify industry executives to serve denied, however, if it interferes ex- lawsults, the U S Supreme Court last week ruled that a Callfornia
not undermine the agreement on a temporary advisory council that cessively with the rights of original ludge who had a public defender forcibly dragged into his courtroom
• That, should NOLHGA default, wlll head the new company until a parties to conduct the rehabilitation from another courtroom cannot be sued for damages

there lS a Engle source of payment or permanent board has been selected on their own terms In an unsigned opinion the high court ruled 5-3 to reverse a May
entity capable of responding to a ludg- "Several well-quahfied life insur- Commissioner Marquardt decided to 1991 decision by the 9th U S Circuit Court of Appeals that the Judge
ment ance companies have already indicated seek Intervenor status to protect the was not Immune

• That there be sufficient assets their Interest m helping to manage Ex- Interests of some 16,079 Executive Life Attorney Howard Waco alleged in a lawsuit that U S District
available to enforce comphance with ecutive Life's existing assets and habi- polleyholders-meluding two munici- Judge Raymond Mireles in November 1989 ordered court officers
a Judgment agamst Executtve Life or httes," ACLI said pal GIC holders-residing m Washing- "to forcibly and with excessive force seize and bring" Mr Waco
its successor While the Hellman group bowed out ton state, explained John Woodall, as- into his courtroom Judge Mireles dismissed the complaint on the
• That there are no other poten- gracefully following Mr Garamendi's sistant deputy commissioner grounds of Judicial immunity

tial defects m NOLHGA's abillty to recommendation of the NOLHGA bid, Washmgton's habilittes for Execu- The 9th Circuit reversed Judge Mireles' ruling that he was im-
implement the bid the Altus group objected to Mr Gara- tive Life mclude $188 6 milhon in ln- mune from the suit because his alleged actions were not taken in
• That the structure and identity mendfs selection of NOLHGA'soffer surance products, like life insurance his judicial capacity The court reasoned that in authommg the use

of the new company's management "The NOLHGA bid shares a basic and annuities, as well as $235 mil- of excessive force, the Judge exceeded his ludicial capacity
be sohdifted premise with ours-that the bonds hon m muni-GICs, the motton says Reversing the 9th Circuit decision, the high court on Oct 21 ruled

If these conditions are not met by should be hquidated over tlme, tak- As a party to the case, the com- that Judge Mireles' actions were within his judicial capacity and
Nov 4, the Altus and Hellman & ing full advantage of market condi- missioner could question the settle- therefore he is immune from tort htigation
Friedman groups would have until tions, for the benefit of pollcyhold- ment as it relates to Washington state Quotmg from an earher ruling, the high court said "If Facial
Nov 11 to submit revised bids under ers," said F Warren Hellman in a law and the participation of the state's immunity means anything, it means that a judge 'will not be de-
the court-approved schedule Mr statement issued Thursday guaranty fund, Mr Woodall said prived of immunity because the action he took was in error or
Garamendi would select one of those However, a statement issued Fri- Washington's hfe and health guar- was m excess of his authority '"

two bids by Nov 14, with a court day by the Altus group noted that Mr anty fund pays much higher benefits
heanng to be held Nov 18 Garamendi's request that NOLHGA than those of most other states, ac- Briefly notedBut NOLHGA President Eden Sar- satisfy contingencies before ltS bid cordlng to Mr Woodall
faty said the group w111 meet soon with could be approved confirms "that "Washmgton protects hfe, accident High-layer excess hability insurer ACE Ltd is buying $50 nulhon
Mr Garamendi to reach an agreement NOLHGA could not legally or fman- and health and allocated annuity con- worth of newly issued shares in Centre Reinsurance Holdings Ltd.

"We wlll immediately begin discus- cially perform its bid" tracts up to $500,000," he said Neither company would say what percentage of Centre Re will be
sions with Commissioner Garamendi The Altus group said it has been in- In addition, unallocated annuity held by ACE, but Zurich Insurance Group's current 75% stake unllleave
and the court to review the remaining formed by Insurance mdustry authon- contracts, such as pension GICs that it the majority owner The Pension Benefit Guaranty Corp.'s defl-
issues and to reach a definitive agree- ties that "it is not possible for do not name annuitants individually, cit will top $2 bilhon at year-end 1991, up from $1 8 bllhon a year
ment as soon as as possible," Mr Sar- NOLHGA to meet these conditions, for are covered up to a maximum value earlier, PBGC Executive Director James B Lockhart said The PBGC

faty said in a statement a vanety of reasons, including state m- of $5 mllhon, Mr Woodall said could face an additional $14 bilhon m losses if several financially alhng
"We are certainly pleased that Com- surance and tax laws, as well as msur- On the other hand, Callfornia's fund companies termmate underfunded pension plans The Callfomia Su-

missioner Garamendi has obviously ance mdustly accounting regulations " only pays 80% or $250,000 m death preme Court has decertified an appellate court exception to the so-
recogmzed that our proposal is the The Altus group maintains that its benefits on individual contracts, called Moradi rule, which bans most third-party bad-faith actions in
best for the poheyholders We don't see bid, backed by $3 3 billion in cash whichever is less, and only up to the state The 4th Distric: Court of Appeal m San Diego had ruled July
any reason why we can't meet the rather than "promises based on hopes $100,000 in cash values on individual 18 in Werner us Fireman's Fund Insurance Cos that insurers that delay
conditions that he has attached to his of a further recovery m the junk bond annuity contracts However, the Call- payment of valld third-party claims may be guilty of outrageous con-
approval," added Robert Ewald, exec- market," remains the best solution for fomia fund wtll pay up to $5 milhon duet and liable for tort damages (BI, Aug 5) The 5th U S Clrcuit
utive director of the Illinois Lie & Executive Life polleyholders on unallocated annulty contracts Court of Appeals has overturned a 1989 U.S. Environmental Protec-
Health Guaranty Assn in Chicago and The Altus group's bid would guar- At least one other state-Minnesota tion Agency regulation that would have banned the use of asbestos in
a member of NOLHGA's Executive antee a payout of only 86 cents on the -has Med comments about the Exec- many products, like automobile brakes and roof shmgles The court
Life Task Force dollar after guaranty funds meet their utive Life bids with the court, express- ruled the agency had not adequately evaluated the potential danger and

"We believe we have, based on legal obllgations, compared with 89 cents mg concern that Minnesota pohcy- cost of substitute products The EPA has not decided whether to ap-
advice, broad authonty to do what is under the NOLHGA bid, but it would holders receive the maximum amount peal Rollins Burdick Hunter Group Inc. has completed its ac-
necessary to enter into the proposed pay $27 bilhon for Executive Life's possible However, Minnesota is not quisition of Dutch broker Hudig-Langeveldt Gl·oup B V
transactions," he said Junk bond portfoho seekmg Intervenor status li

f
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competitive market continues 690

680

By LEONARD M. WILSON will prevail and insurance markets will firm modestly by declining interest rates Invest- 670

Special to Business Insurance The balance sheet could be another expla- ment mcome for the brokers is a function of
nation for the seeming indifference of pricing short-term interest rates The next few quar-

INTEREST RATES AND inflation are ri- to weaker trends in investment income Cap- ters will inevitably witness shrinking invest- 660

veting subjects for investors these days ital values rise when interest rates fall As a ment income Using the 90-day Treasury bill
Treasury bill rates are approaching their consequence, underwriters' balance sheets rate as a proxy for yields, we expect that 650 0 ilowest level in six years and are not far from and surplus are bolstered Some analysts brokers' investment income will slip on athe bottom reached in the recession of 1974 maintain that a turn in premium rates won't year-over-year basis through the middle of 640 
Thirty-year Treasury bonds are now at about occur until insurance industry surplus de- 1992
7 9%, a far cry from the 14% yields of 1982 clines The brokers for a few quarters could face 4,43 4? 40474.0/b..05// ItThis should be good news for the publicly the worst of both worlds a soft market andowned insurance brokers Pricing of com- 1 pressure on mvestment income Base = 100 on Dec 29.1978

mercial insurance ought to be firming Logi- The brokers for a few Brokers' own costs, though, could benefit Source Nordby International Inc. 11
cally, the tolerance of insurers for under-
writing losses surely must diminish But quarters could face the from lower Inflation With the soft market

there are currently no signs of a pricing re- now in its fifth year, expense containment Insurance industry stocks shot up last week asworst of both worlds: a soft
sponse to lower interest rates remains a priority for the publicly held bro- the Business insurance Index rose 6.06 points

Forecasters anticipate an aggregate com- market and pressure on kers A low-inflation environment facilitates to 668.58 on Oct 25 from 6625 on Oct. 18. Ad-
their efforts on the cost front

bined ratio of 111% for the property/casualty vancing issues for the week were led by Hanoverinvestment income.
industry in 1991 Most expectations tack on Additionally, the valuations of insurance Insurance Co., up 22.22%; Belvedere Corp., up
another two points to 113% for next year In brokerage stocks are, we believe, currently 1696; and Chandler insurance Co., up 10.53%. De-
a nutshell, underwriting has become a tor- higher than they would be if interest rates clming insurance issues for the week followed

had not declined Stock market valuations United Medical Corp., down 14.29%; Amencan In-rent of red ink Cash flow underwriting, A steeply rising stock market, driven at over time move in the opposite direction of demnity Financial Corp., down 11.54%; and Fre-
market share strategies, too much capacity- least in part by lower interest rates, raises interest rates The current stock market ad- mont General Corp., down 10.87%. The most active
whatever the rationale, there seems to be an surplus and could effect a continuation of vance is driven to a substantial degree by issue for the period was US. Healthcare, wah 8.8anomaly here the soft market falling interest rates million shares traded. The N Index was up 0.91%;For the first time in our memory, analysts We prudently will not hazard any guesses The easing in inflation ought to be a por- the New York Stock Exchange Composite dropped
who follow the underwriters are beginning to as to the future level or direction of interest tent of a return to sensible pricing for com- 2%; the Standard & Poors 500 dropped 2.12%; and
feel apprehension over slackening growth in rates But interest rates are mostly a function mercial lines Insurance brokers could then the Dow Jones 30 Industrials were down 2.35%.investment income As high-yielding bonds of expectations for inflation Inflation in the anticipate a resumption of earnings growth,
roll over, portfolio returns are declining In- United States has certainly abated as com- which would be more than welcome after
cremental cash flow, for many underwriters pared with the experience of the early- and four years of stagnation in operating British Issues
a trickle in the face of rising paid losses, mid-1980s Right now, the Consumer Price progress We are not placing any bets yet
must also be invested at a lower rate of re- Index 15 running at an annual rate of about But we think there is a good chance that in- 1 Week

turn The investment income cushion for 3 7% Oct. 24

flation will be contained as the economy gets
Price P/E Div neld High--1.oN

Companies pence pence % pencepencereckless underwriting seems to be wearing Moderating inflation Cuts in two direct- back on a recovery track If so, underwriters
thin ions On the one hand, it penalizes invest- will have to reckon on slow growth in invest- Commt Union 464 N/M 30 7 66 480-461

Why then is competition in commercial ment income On the other hand, it would ment Income and the need for better under- Gent Accident 500 N/M 35 7 71 504-500

Gdn Roya]Exch 161 MM 159 99 170-161lines still intense') presumably dampen inflation trend factors Writing results . Royal 306 14/M 347 113 324-306

We can venture several theories Perhaps Industry reserves, perceived by many observ- Sun Mliance 326 N/M 18 7 57 342-326
the current structure of interest rates is seen ers as inadequate, might effectively be bol- Brokers
as temporary As the economy gathers recov- stered in a low-inflation environment B<adstock 167 190 60 36 167-167
ery steam, interest rates will advance Under Paradoxically, stronger or possibly redun- CEHeath 489 170 345 70 496--489
this scenario, any slowing in the growth of dant reserves might be a force for extending Hogg Group 208 124 10 7 51 208-208

underwriters' investment income could be the period of competitive insurance markets ' 4 Uoyd Thoill,son 460 232 12 0 26 460-453

short-lived, and therefore the urgency for This is not our forecast Yet lt would be 7**91 Lowndes LmbR 339 169 153 45 339-335Leonard M Wilson is a
price relief is lessened ironic indeed if falling inflation rates, on al- senior up with Lazard

PWS Hokings 85 99 47 55 87-85

Perhaps there is a considerable lag time most everyone's wish list, were transmuted Sedgwo Grp 242 229 160 66 243-242
Asset Management Inc He Steel Bnl Jones 322 169 163 51 322-322before prices on commercial lines respond to into Just another excuse for continuing pnce is a member of the New

slowing growth in investment income If we competition Wims Corroon 290 15 3 17 6 61 297-290

York Society of Secuntyare just a bit more patient, maybe rationality Insurance brokers, too, are hurt at least Analysts Source Philip Olsen, Insurance industry Analyst, London

Bi Industry Stock Report
OCTOBER 21, 1991 THROUGH OCTOBER 25, 1991

BROKERS Weekly Year to Date ARI,ual MI[Vak Weekly Year to Date AnnualPnce 96 change % change High low Vol (000) $ Div % Yield P/E Book value value Mkt/Bk

Pnce % change 96 change High Low Vol (000) $ 0,v % Yield P/E Book value value
Alexandef & Alexander NYS 19.25 191 16.76 2763 1863 292 1 00 5.19 16 9 77 197 Mutual Risk Mgmt Ltd NYS 2338 -650 2675 1700 53 040 1.71
Gallagher Anhur J &Co NYS

24
2000 256 1398 2838 1900 13 064 320 16 588 340 NAC Re Corp OTC 2325 -606 2955 2834 1884 124

Frank B Hall 0.16 069
NYS

13
350 345 1890

345 123
4.38 200 47 000 000 7 524 467 Nawgators Group OTC 3200 000 4656 3500 1650 10 000 0.00Hilb Rogal & Harnlitci OTC

19
1200 13 52

588 237
1864 1750 1200 512 036 300 21 39 337 Nobel Insurance LTD OTC 381 702 27.10 438 250 12 000 000Marsh & Mclennan NYS 5 776

7075 -4.71 929
049

87 25 65.75 973 260 367 17 14.77 479 NWNL Companies NYS 3175 193 8815
Poe & Associates OTC

3300 1325 519
1200

1 40 4 41 8 4273
435

074
8750 1250 650 104 032 267 13 229 524 Ohio Casualty Corp OTC 44.75 028 915

BROKERS
5025 2950 289 248 554 9AVEFAGE 13 3638

36 1.23
25 11 Old Republic Int I NYS 32.75 2.24 43.17 3375 1738 110 072 220 8 3309 099

CONGLOMERATES & HOLDING COMPANIES Onon Capital Corp NYS 3200 478 8286 3238 1300 68 092 288 10 2042 1.57

Phoerux RE Corp OTC 900 526 16.13 1025 625 75 020 222 11 1330 068

Berkley W R Corp OTC Prolective Lili Corp OTC2650 275 - 2933 3225 2138 26 032 1 21
2200 000 4790

15 2389
2250 1200

111
4 084 382 9 1629 135

Be,ksh,re Halhaway Inc NYS Provident Life
850000 000 OTC

2734 850000 18203 0 000 000
1850 263

31 461200
5.71

1.84
2450 1200 335 1 00 541 5 2588 071

ITT (Hartford Group) NYS 5550 -431 1563 6300 4250
Re Capital Corp ASE

778
1463

1 72 3.10
000 1359

8 64 01 087
18 63 11.75 6 020 137 10 1505 097

Sears (Allstate) NYS 3650 331 Reliance Group Holdings4384 NYS 500 256
4350 2288 3282 200 548 8.11 750 425

13 3738 8 032 640 3 561 089
CONGLOMERATES AVERAGE -26 144
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There's only one possible answer. Both. With traditional medical
costs soaring 20% a year, stemming the tide is essential.

But doing it at the expense of human needs is unacceptable; it's
also counterproductive. Because the fact is, it simply doesn't work.

We've found that controlling costs while maintaining the quality
of care aren't mutually
irreconcilable goals, but
in fact go hand in hand.

And when they do,
everyone stands to gain.

Accordinglyi the aim
of each and every
managed care program
we offer is quality

To that end, we have
provider credentialling
programs, operate
utilization and quality
management programs,
and continually monitor
patient satisfaction.

Recentlyi for example,
94% of the members

enrolled in our healthplan rated their physicians highls We believe
that no company should be forced to choose between human needs
and financial needs.

To help you satisfy both, we have created one of the most extensive
health care networks in the country: For literature, call CIGNA
Employee Benefits Companies, 1-800-782-0782.

And talk to the people who really know how to use their bean.

We get paid for resultsi CIGNA
//


