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Jury holds distiller partly liable

for death of Texas freshman

CORPUS CHRISTI, Texas—A distiller
will appeal a Texas court jury’s verdict that
it was partially liable for the death of a
college student who died of alcohol poison-

ing.

The verdict was the first time a liquor
company has been held liable in a product
liability action for failing to warn the pub-
lic about the dangers its product poses, said
James Ragan, the Corpus Christi attorney
who represented the student’s mother.

But, he conceded the verdict might not

Continued on next page

mTiotake AIDS cost increase slows

big charge
to bolster

-Hartford’s
reserves

By DOUGLAS McLEOD

HARTFORD, Conn.—ITT
Corp. will take a §1.15 billion
pretax charge against third-
quarter earnings to bolster the
reserves of three loss-plagued
ITT Hartford Group Inc. units
<nd to cover the costs of defend-
ing pollutien and asbestos
claims.

At the same time, Hartford will
reorganize its surplus lines and
reinsurance cperations, closing
the three units formerly managed
by Cameron & Colby Co. Inc.

ITT will assume ownership of
the three insurers—First State
Insurance Co.. New England In-
surance Co. and New England
Reinsurance Corp.—while a
Hartford unit will manage the
runoff of their existing business.

Partially offset by capital
gains, the moves will result in a
net aftertax charge of $582 mil-
lion. ITT will contribute $680
million in c¢ash and stock to
Hartford to fund the restructur-
ing.

Ramani Ayer, president of
property/casualty operations at
Hartford, said Hartford made a
strategic decision to separate the
Cameron & Colby units, ham-
mered by losses on pre-1986
business, from ongoing surplus
lines and reinsurance operations.

Continued on page 29

Claims rise
11.5% in '91;
smallest jump
since 1986

By CHRISTINE WOOLSEY

WASHINGTON—The cost of
AIDS-related group health care
claims paid by insurers is in-
creasing slightly, but AIDS-re-
lated group life claims costs con-
tinue to climb at a double-digit
rate.

Total estimated insured group
accident and health elaims for
AIDS totaled $455.4 million in
1991, up 3.6% from $439.7 mil-
lion in 1990.

Meanwhile, estimated group
life insurance claims rose 11,5%
to $419.3 million in 1991 from
$374.8 million the previcus year,
accoerding to the survey by the
American Council of Life Insur-
ance and the Healtk Insurance
Assn. of America.

Including individual claims,

_AIDS-related group h

While total insured AIDS claims rose 11.5% in 1991 and group lite AIDS claims
AIDS-related group health claims only increased 3.6%.
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insurers paid more than $1.3
billion in AIDS-related life and
health insurance claims in 1991,
the survey found.

That represents an 11.5% in-
crease over the 1990 total, the
smallest rise in AIDS-related life
and health claims paid since
1986, the first year the survey
was conducted.

By comparison, total AIDS-re-
lated life and health claims costs

i
1

increased 17.2% between 1989
and 1990; 71.2% between 1988
and 1989; 21.2% between 1987
and 1988; and 66.7% between
1986 and 1987.

The Washington-based trade
groups surveyed 387 life and
health insurance companies that
account for 73% of the claims in
four lines: individual and group
life, and individual and group
accident and health.

GRAPHIC BY CHRIS ROY

Insurers and consultants at-
tribute the slowdown to im-
proved health care services for
AIDS patients and life insurance
underwriting practices that deny
individual coverage to people
who test positive for the AIDS
virus.

AIDS-related claims may still
be understated due to insurance
company misreporting and in-

Continued on page 20

Insurers fear FAS 106 will cut surplus

By DOUGLAS McLEOD

KANSAS CITY, Mo.—An in-
surer group is urging stafe regu-
lators to modify the new retiree
health care liability acceunting
rule 10 prevent a major drain on
insursrs’ surpius.

The rule by the Financial Ac-
counting Standards Board will
force many corporaiiors that
prepare financial statements
using generally acczptad ac-

* counting principles to recognize

London underwriters are raising United Airlines' hull insurance
rates by 12% and!its liability rates by 10%, brokers say.

huge retiree health care liabili-
ties on their financial statements
for the first time.

The National Assn. of Insur-
ance Commissioners has told in-
surers that the rule, FAS 106,
also should be used for statutory
accounting purposes.

But, insurers say that unless
FAS 106 is modified, it could
cause a serious erosion of policy-
holder surplus—and even threa-
ten some insurers’ solvency.

One option under considera-

tion is letting insurers offset
their FAS 106 liabilities with an-
ticipated future tax benefits, a
procedure that is not normally
allowed under statutory ac-
counting.

While two NAIC officials said
the group’s position is to allow
this tax offset, insurers say they
have received no official word. A
formal decision is expected in
1993.

Another option is being offered
by an insurer advisory group to

the NAIC: modifying FAS 106 to
substantially cut the liability in-
surers would report in statutory
statements.

Implementing FAS 106 with-
out change would cut insurers’
surplus an average of 12%, a re-
cent NAIC study found. But
modifying the rule as the advi-
sory group wants would reduce
the surplus hit to 5%.

FAS 106 covers retiree health
care, life insurance and other

’ Continued on page 30

Aviation rate increases
much smaller than in ’91

By GAVIN SOUTER

LONDON—Most of the world’s
major airlines can expect relat-
ively small rate increases—and
in some cases no rate hikes at all
—when they renew hull and lia-
bility insurance in the next few
months.

Early renewals show that the
200% to 300% rate increases
pushed through last year have
not been repeated despite several
large aviation losses this year.

Overcapacity in the world

market has frustrated un-
derwriters' desire to obtain big
rate hikes, even though rein-
surers are forcing primary insur-
ers to retain more risk, London
brokers and underwriters say.
And more insurers that nor-
mally follow the terms of lead
underwriters now are offering
their own terms and conditions
in a effort to attract business,
brokers say. :
However, several airlines, in-

* cluding United Airlines Inc. and

Thai Airways, have had to

find new lead insurers after
Orion Insurance Co. P.L.C.
stopped writing last month (BI,
Sept. 7).

About 70% of the world’s air-
lines renew their insurance be-
tween Oct. 1 and Dec. 31.

“On the Oct. 1 renewals, we
were largely able to obtain cov-
erage for the same price as last
year,” said Bill Smith, managing
director of aviation at broker
Leslie & Godwin International
Ltd.

Continued on page 29
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Distiller held liable for death

Continued from previous page
have substantial impact because federal law has required such
warnings since 1987.

The jury last week found Brown-Forman Corp. of Louisville,
Ky., 35% liable for the 1983 death of Marie Brinkmyer, a fresh-
man at Texas A&I University. Ms. Brinkmyer died after report-
edly drinking about 20 shots of Pepe Lopez tequila.

As a result of the verdict, the company is liable for about
$525,000.

The jury found that Ms. Brinkmyer was 65% responsible for
her own death.

After the verdict, Brown-Forman said in a statement that
“this case involves a tragic accident, but we believe the young
woman herself was responsible for it.” ’

Company officials would not return phone calls about insur-
ance coverage.

Mr, Ragan said that determining the case’s impact on liquor
industry liability is difficult because of the case’s unique char-
acteristics. For example, Ms. Brinkmyer had a history of re-
sponsible action regarding use of drugs and cigarettes and had
been warned about both.

American Re sale completed

NEW YORK—Aetna Life & Casualty Co. has completed the
sale of its American Re-Insurance Co. unit to American Re
Corp., a holding company formed by leveraged buyout firm
Kohlberg Kravis Roberts & Co. and Am Re management.

Aetna received $1.31 billion in cash at the closing and will
receive up to $20 million more in cash in December (BI, Aug.
24, April 20).

It also received $70 million of American Re Corp.'s preferred
stock and about $30 million of its common stock. Aetna retains
most of the reinsurer’s U.K. operations.

Baseball owners safe at home

SPRINGFIELD, Ill.—A new Illinois law adopts a well-estab-
lished principle in sports law that fans at baseball games as-
sume the risk of being hit by a ball or bat and generally cannot
sue because of resulting injuries.

The state’s Baseball Facility Liability Act, which became ef-
fective Sept. 24, protects the owners and operators of any base-
ball facility—including major league teams, schools and parks
that host amateur games—from such suits.

However, owners can be held liable if a fan is hurt because of
equipment—like a backstop or screen—that is defective due to
the owner’s negligence or because of “willful and wanton” acts
by owners or team members.

Some recent court rulings had begun to erode facility opera-
tors’ traditional immunity, said Howard Pizer, executive vp of
the Chicago White Sox.

For example, the Chicago Cubs several years ago lost a law-
suit brought by a fan who was injured at Wrigley Field when he
was struck by a foul ball. The fan was seated behind home plate
10 seats outside of the area protected by a screen (BI, Dec. 4,
1989).

California small group reforms

SACRAMENTO, Calif. —A new California law prohibits
health insurers from turning down small businesses seeking
coverage.

The reform law, which takes effect July 1, 1993, covers com-
panies with three to 50 employees.

Also under the law, signed by Gov. Pete Wilson last week,
insurers must renew coverage for small businesses—except in
specified circumstances like non-payment of premium—and
must use a modified community rating to set rates.

Insurers can exclude coverage for pre-existing conditions
only for a one-time, six-month period. However, the exclusion
is prohibited when a business changes insurers or when em-
ployees covered by a group plan change jobs.

Gov. Wilson vetoed a bill proposed by state Insurance Com-
missioner John Garamendi that would have created a commis-
sion to establish a universal health insurance program (BI, Feb.
24).

In other action, Gov. Wilson also vetoed a package of workers
compensation measures and annéunced he will call a special
session of the Legislature Thursday to consider his workers
comp reform proposal. A vote is expected on Friday.

But, Gov. Wilson did sign a bill that calls for establishing up
to four “24-hour coverage” pilot programs (BI, Sept. 28).

He also signed into law a measure that repeals the state’s
earthquake insurance program (BI, March 2).

Continued on page 30

Errors & omissions

® Yves Monmoton, deputy general manager of Scor Reassur-
ance, was the skipper of the French boat that won third place in
a race at the Rendez-Vous de Septembre. Mr. Monmoton was
misidentified in a photo caption in the Sept. 21 issue.

® The Risk & Insurance Management Society’s representative
to the National Assn. of Insurance Commissioners had his
badge color changed to green from gold at a recent meeting. The
colors were transposed in a Sept. 28 story.

In a first, asbestos liability
is based on market share

By JOANNE WOJCIK

A court for the first time says
that companies’ liability for as-
bestos-related injuries can be de-
termined by their market share if
the maker of the product causing
the injury cannot be identified.

The Aug. 25 decision by Cali-
fornia’s 1st District Court of Ap-
peal in Wheeler vs. Raybestos-
Manhattan overturns a long-
standing general order that
barred the application of the
market share theory of liability
in asbestos cases in California.

Meanwhile, in Illinois, the
state Supreme Court has adopted
a “fiber drift” theory of liability.
The court ruled that an asbestos
manufacturer could be held li-
able for a worker’s death even if
only a small percentage of the
asbestos fibers that drifted
through his workplace were
traceable to asbestos the defen-
dant made.

Both decisions could increase
the liability of some companies
that produced asbestos or used
the substance in their products.

The California ruling ‘‘relaxes

requirements for proving a par-
ticular product caused an in-
jury,” pointed out Irene C. War-
shauer, an attorney with
Anderson, Kill, Olick & Oshinsky
in Washington.

And, the Illinois decision “lib-
eralizes the proof necessary to
show causation,” said J. Timothy
Eaton, an attorney with Coffield,
Ungaretti & Harris in Chicagoe
who specializes in toxic tort liti-
gation.

The market share liability the-
ory was banned in California as-

Continued on page 13

N.J. court finds no cleanup cover for owned property

Insurer wins pollution case

By MARK A. HOFMANN

TRENTON, N.J.—The owned
property exclusion in compre-
hensive general liability policies
bars coverage for the cost of
state-mandated pollution
cleanups of the policyholder’s
property, the New Jersey Su-
preme Court has ruled.

Insurer attorneys say the deci-
sion is important because the
New Jersey high court, in its first
foray into pollution coverage
disputes, is saying the insurance
policy language should not be

Environmental
directory issue
drawing near

The deadline is approaching
for companies to return ques-
tionnaires to be listed in the
Business Insurance directory
of environmental risk man-
agement consultants, which
will appear in the Nov. 23
issue. The issue also will fea-
ture a Spotlight Report focus-
ing on environmental liability
topics.

There is no charge to be
listed in the directory. How-
ever, companies must fill out
and return a BI questionnaire.

If your company is an en-
vironmental risk management
consultant and you have not’
yet received a questionnaire,
please request one by calling
Kerry Dziubek at 312-649-
5398.

The extended deadline for
returning completed ques-
tionnaires is Oct. 19,

interpreted liberally to favor
policyholders.

But, policyholder attorneys say
the decision does not break any
new ground.

Policyholder and insurer attor-
neys agree, though, that the case
takes is significant because New
Jersey is a bellwether state re-
garding pollution coverage law
due to the large number of cover-
age disputes filed in New Jersey
courts.

Paterson, N.J.-based Morton
Springer & Co. Inc. sought cov-
erage for the costs of a state-

mandated environmental
cleanup following an April 11,
1983, fire at a warehouse it
owned in Newark.

When firefighters discovered
that the warehouse contained
hazardous materials, the New
Jersey Department of Environ-
mental Protection told Springer
and its tenants, including Signo
Trading International Inc., to
clean up the site.

When the companies did not
comply with the DEP’s cleanup
order, the state took control of

Continued on page 25~

Conservation ordered
for ‘illicit’ health insurer

By LOUISE KERTESZ

LOS ANGELES—A Bermuda
captive owned by a claims ad-
ministrator that writes group
health insurance for small Cali-
fornia employers is contesting a
judge’s order placing both com-
panies in conservation.

California Insurance Commis-
sioner John Garamendi charges
that Dual Plus Insurance Co.
Ltd. of Bermuda and its parent,
Dual Plus Insurance Administra-
tors of Long Beach, Calif., con-
ducted “illicit” business in the
state without the proper licenses.
He also says the captive does not
have adequate surplus.

While California business
written by Dual Plus Insurance
should have been placed through
state-licensed surplus lines bro-
kers, the insurer conducted oper-
ations directly from its parent’s
Long Beach office, the Insurance

Department maintains.

Some of the business written
by the captive was formerly
written by Physicians & Hospi-
tals Benefits Trust, a multiple-
employer trust for which Dual
Plus Administrators was trustee.

PHBT, whose business was
transferred to Dual Plus Insur-
ance over the past two years,
ceased operations Sept. 30.
PHBT also has been placed under
conservatorship.

Dr. Joseph Noble, president of
Dual Plus and also operator of
PHBT, said he phased out the
MET and switched the business
to the captive because of the hos-
tile regulatory climate toward
METs in California.

Dr. Noble is challenging the
conservation order by Los An-
geles Superior Court Judge Ro-
bert M. O'Brien. -

The department’s action is “a

Continued on page 24"
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Surplus lines insurers face challenges

Risk-based capital may hurt
non-admitted marketplace

By SARA MARLEY

CHICAGO—Risk-based capital stan-
dards are a good idea, but surplus lines
insurers should prepare themselves now
for a jolt when they are implemented, an
insurer and analyst agree.

“Risk-based capital is a very good idea
the industry can support,” said Andrew
S. Frazier, president and chief executive
officer of Western World Insurance
Group in Ramsey, N.J. “The logic behind
it is so clear, it's hard to refute.”

The question is not whether standards
will be implemented, but when, said
Herbert E. Goodfriend, director of insur-
ance analysis at KPMG Peat Marwick in
New York. “Alert management will (an-
ticipate) what can happen to the market-
place even if your company is well-capi-
talized.”

friend_identified sev-
eral areas where risk-
based capital formulas
could cause problems
for the surplus lines in-
dustry in particular.

Because excessive
growth is a factor in
many insolvencies,
penalties under risk-based capital likely
will be imposed on companies that grow
quickly.

As the “‘safety-valve’” of insurance,
premiums written by the surplus lines
industry tend to fluctuate widely with
market conditions, Mr. Frazier observed.

“During the last hard market, our
company grew 400%,” he said, noting
that 33% annual growth is not unusual
for a surplus lines insurer.

“When the market turns, there is no

Continued on page 15

By SARA MARLEY

CHICAGO—Sweep-
ing federal insurance
solvency legislation
that would exempt
many large standard
lines insurers from
state regulation would
put surplus lines insurers at a competi-
tive disadvantage, says a surplus lines
industry association executive.

But that proposal would better insu-
late regulation from politics and would
improve the currently inadequate regu-
latory system, contended an attorney for
an insurance trade group.

A bill proposed by Rep. John Dingell,
D-Mich., would allow insurers to choose
either state or federal regulation for sol-
vency. Those that choose federal regula-
tion would have to be certified by a new

Federal solvency regulation
may favor admitted insurers

federal agency (BI, April 13).

Also under the bill, H.R. 4900, insurers
with a net worth of more than $50 mil-
lion would be exempt from rate and form
regulation on commercial policies sold to
buyers with a net worth exceeding $10
million.

Smaller standard lines insurers would
be able to obtain a federal certificate but
would still be subject to state rate and
form regulation and would be required
to participate in state residual risk
pools.

Large policyholders would not be co-
vered by a guaranty fund. But a new fed-
eral agency would pay claims filed by
third parties against large policyholders
if the policyholders are bankrupt and
their federally certified insurers are in-
solvent.

The bill also calls for establishing a

Continued on page 14

However, Messrs. Frazier and Good-

Democrats delay health reform: GOP senator

By JERRY GEISEL

WASHINGTON—A group of
congressional Democrats are
blocking even modest health care
reform legislation, a Republican
senator charges.

While many Republicans and
some Democrats agree on some
basic elements of health care re-
form, a powerful group of House
Democrats favor an all-or-nothing
approach, says Sen. John Chafee,
R-R.I.

Since those Democrats can’t
agree among themselves on a com-
prehensive approach, health care
reform legislation is not likely to
be enacted this year, he says.

In fact, while a Senate-passed
tax bill includes several reform
provisions, including restrictions
on pre-existing medical condition
exclusions, House Democrats are
unlikely to sign on. “I have a nag-
ging feeling we will have a prob-
lem with the House,” Sen. Chafee
said.

Senate Minority Leader Robert
Dole, R-Kan,, is skeptical that

Congress will take action on health
care reform soon.

Reform “‘will not be easy. All
we have” from many members of
Congress “are sound bites,” Sen.
Dole said.

Sens. Chafee and Dole spoke last
week at the annual meeting of the
American Academy of Actuaries.
Other speakers discussed pension
simplification legislation and the
problems facing the Pension Bene-
fit Guaranty Corp.

Several schools of thought now
exist in Congress on the best ap-
proach to health care reform, Sen.
Chafee said, with some favoring
elimination of the entire system in
favor of a government-run pro-
gram.

But others, including Sen. Cha-
fee, say the current system should
be retained, but with reforms to
improve access and control costs.

Among the elements Sen. Cha-
fee said should be included in a
basic reform package are:

® Increasing to 100% from 25%
the tax deduction that self-em-
ployed persons can take for health

Employee education
can help reduce
health care fraud

By SARA J. HARTY

MONTREAL—Educating employees about health care scams
can go a long way toward holding down soaring health care

costs.

“Believe me, fraud does impact on health care costs,” said
James L. Garcia, director of the health insurance tracking unit
for Aetna Life Insurance Co. in Middletown, Conn,

“In the health care industry, there’s big money, little controls
and if you can rip off the insurance industry, you’ll have a lot of
people patting you on the back,” he said.

Five percent of all health care costs is attributable to outright
fraud, while 15% is tied to questionable activity, he said.

With U.S. health care costs in 1992 expected to total about
$800 billion, at least $40 billion will be spent on fraudulent
claims, he said. But, Mr. Garcia believes that fraud most likely
will cost health care payers $80 billion this year.

This lost money could make a real difference in health care,
perhaps enough to provide coverage for the 37 million Ameri-
cans that are currently uninsured, he suggested at the 38th

Continued on page 27
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‘T have a nagging feeling
we will have a problem |
with the House’ in passing
health care reform. :

‘The sooner reforms are
enacted, the better for the
PBGC and the defined

benefit system.’
—PBGC'’s James Lockhart

e — e

—Sen. John Chafee |

insurance premium costs.

It isn’t fair to allow employers
to deduct 100% of their health care
costs, while limiting to 25% the de-
duction the self-employed can
take, Sen. Chafee said.

® Pre-empting state laws that
mandate the benefits that health
insurers must offer.

Mandates like requiring cover-
age for hair transplants inflate the
cost of insurance, he said.

® Reforming medical malprac-
tice laws.

® Reforming the small group
health insurance market.

Insurers, for example, shouldn’t
be allowed to deny coverage for

_ those with pre-existing medical

conditions.

® Require more uniformity in
billing and claims forms to reduce
administrative overhead.

® Increasing research on the
outcomes of medical procedures so
providers have a better under-
standing of their effectiveness.

@ Making it easier for small em-
ployers to fund health care cover-
age on a group basis.

Sen. Chafee acknowledges these
changes are only a first, though
necessary, step toward health care
reform. And, it is important to be
aware of some of these proposals’
limitations, he noted. Savings
reaped through greater uniformity
in claims forms will not be enough
to finance a major expansion of
health care coverage, for example.

At the same time, the nation will

Continued on page 12

Skandia offering delayed

U.S. unit’s stock sale postponed to attract a higher price

By JUDY GREENWALD

Skandia Holding A.B. is post-
poning the public offering of its
U.S. reinsurance unit’s stock be-
cause it believes it can fetch a
higher price if it waits.

In another industry stock de-
velopment last week, Sears, Roe-
buck & Co. said it would sell
Allstate Insurance Group stock
to the public for the first time as
part of Sears’ massive corporate
restructuring.

Insurance stock prices in-
creased virtually across the
board last week, as investors
showed optimism that the prop-
erty/casualty market could turn.

Under terms of a Sept. 9 pre-
liminary prospectus, Skandia
Group planned to sell 9 million
common shares of Skandia
America Reinsurance Corp. stock
for an expected $18-$20 per
share, raising $162 million to
$180 million. Another 2.4 million

shares of preferred stock were to
have been sold at $25 each, for a
total of $60 million, with the
proceeds used to repurchase
common stock.

James Dowd, Skandia
America’s chairman and chief
executive officer, said the offer-
ing was postponed because the
stock market perceives a mar-
ket turn is imminent in the wake
of Hurricanes Andrew. Skandia
Group therefore believes the
stock could attract a higher price
if it waits.

Mr. Dowd noted the offering
had been oversubscribed at $18 a
share.

The withdrawal was a “pure
economic decision,” he said.

Mr. Dowd said he did not know
when Skandia Group would
make another offering. “Timing
is everything in the business of
selling stock, and we’re prepared
to go at a moment’s notice,”

Despite Mr. Dowd’s contention

that the withdrawal was an ec-
onomic decision, Michael Mor-
rissey, a principal with Firemark
Consultants in Parsippany, N.I.,
said he believes the postpone-
ment could be tied to the turmoil
in the Scandinavian market.

The turmoil “reflects badly on
Skandia America, so I think it's
more motivated by troubles at
home” rather than problems at
Skandia America, Mr. Morrissey
said (BI, Sept. 21). “The folks
who run the Skandia America
operation are very, very highly
qualified people, and I hope they
get their chance at the capital
markets before too long.”

Meanwhile, Sears announced
last week it would sell up to a
20% stake in Allstate within the
next 12 months. Sears will retain
the remaining 80% or more of the
Northbrook, I11.-based insurer.

It is still too early to estimate
how much Sears is likely to raise,

Continued on page 30
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Pollution nullifies product liability cover

Post-1986 CGL policy exclus:on affirmed by Ohio court

By MARK A. HOFMANN

CLEVELAND—The absolute
pollution exclusion contained in
commercial general liability po-
licies bars product liability cov-
erage when damage is caused by
a product’s release of pollutants,
a federal appeals court in Ohio
has ruled.

While the ruling involves only
Ohio law, the court’s logic may
carry some weight in cases ‘‘in
which other insurance com-
panies have a similar absolute
pollution exclusion,” said in-
surer attorney David Lester, a
partner in the Cleveland law
firm Janik, Lester & Dunn.

Mr. Lester represented Home
Indemnity Co., a Home Insurance
Co. unit that was sued by policy-

holder Park-Ohio Industries Inc.
of Cleveland, an industrial man-
ufacturer.

He added that the case is
thought to be the first time a
federal court has dealt with the
impact of the pollution exclusion
in the post-1986 CGL policy on
product liability coverage.

“It’s a very unhappy decision
for manufacturers like (Park-
Ohio). Our view is this is a prod-
uct liability case,” said Harold
A. Madorsky, Park-Ohio’s gen-
eral counsel.

The court's interpretation of
the facts of the case and the law
may generate problems for bu-
sinesses that potentially face
product liability claims.

‘It’st-a very unhappy
decision for
anufacturers,’ like
ark-Ohio, says

Mr.‘Madorsky

Mr. Madorsky said Park-Ohio
is reviewing the decision before
deciding whether or not it will
appeal.

Park-Ohio bought a CGL pol-
icy from Home Indemnity to
cover it and its Tocco Inc. sub-
sidiary from Feb. 1, 1988, to Feb.
1, 1989.

According to the court deci-
sion, the insurance policy co-
vered the companies for ‘“‘dam-
ages arising from any defective
product that they as insureds
produced, subject to the terms,
conditions and exclusions con-
tained in the policy.”

The case involved furnaces
made by Tocco that, according to
the decision, were ‘“‘used to strip
and burn rubber from the metal
tracks of army trucks and ar-
mored personnel and missile car-
riers” at the Red River Army
Depot in Bowie, Texas.

In January 1989, 48 Red River
Depot workers filed suit against
Tocco and a number of other de-
fendants in a Texas state court.

2
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OUR ANSWER ISN'T JUST ANOTHER PLUG.

Today's employee health care system is shot full of holes. Unnecessary surgical
procedures, extended hospital stays, inappropriate diagnostic testing, over-utilization of
psychiatric and substance abuse benefits, code gaming and the rubber stamping of claim
payments can seriously drain a company’s profits.

 Insurers that address only one or two of these problems won't stem the flow.

At ITT Hartford, we take a total approach to cost containment. Managed care
networks, utilization management (including psychiatric and substance abuse review),
hospital bill audits, health care provider profiling and careful attention to mon-
itoring and managing claims are all part of our process.

Everybodys plugging cost containment these days. The ITT Hartford
difference is a strategy that's as comprehensive as it is conscientious.
For a program that holds water, talk to us.

For The Best In Life— And Health.

y

ITT HARTFORD

The suit—Fleenor vs. Goodyear
Tire & Rubber Co.—alleged that
workers had contracted cancer
and other diseases as a result of
the depot’s operations.

The suit against Tocco alleged
that the furnaces “were defec-
tive, unreasonably dangerous
and not reasonable for their in-
tended use.”

That case has not yet gone to
trial.

The workers alleged that when
the furnaces were operating,
‘“‘certain rubber combustion
products resembling soot, smoke,
fumes, dust pollutants and other
particulates, evolve from the in-
complete combustion of organic
materials.” These rubber com-
bustion products contain carcin-
ogenic agents.

Park-Ohio notified Home of
the suit. But on Oct. 26, 1989,
Home informed Park-Ohio and
Tocco that it wouldn’t defend the
furnace maker in the class action
and wouldn't pay any damages
awarded against Tocco.

The insurer said the CGL pol-
icy contained a pollution exclu-
sion excluding coverage for
“bodily injury or property dam-
age arising out of the discharge,
dispersal, release or escape of
smoke, vapors, soot, fumes,
acids, alkalis, toxic chemicals,
liquids or gases, waste materials
or other irritants, contaminants
or pollutants into or upon land,
the atmosphere or any water
course or body of water.”

Park-Ohio and Tocco filed suit
against Home on June 8, 1990.
Both the plaintiffs and Home
filed motion for summary judg-
ment, and the U.S. District Court
for the Northern District of Ohio
in Cleveland entered summary
judgment for Home on Aug. 6,
1991. Park-Ohio appealed, and
on Sept. 22 the lower court’s rul-
ing was upheld.

“Regardless of how one char-
acterizes the plaintiffs’ claims,
the manufacturing defect alleg-
edly resulted in the discharge of
pollutants, and the pollution ex-
clusion provision precludes cov-
erage for this activity,” wrote
U.S. Circuit Judge H. Ted Mil-
burn.

“There is no ambiguity in this
situation. The pollution exclu-
sion places no limitation on how
the discharge is to be made or
by whom. ‘The discharge’ applies
to any discharge, and there is
nothing in the facts of this case
which bring into question the
meaning of ‘the discharge’ or
who must make the discharge. In
a sense, the pollution exclusion
follows the product, as do all
terms of the pohcy, wrote Jus-
tice Milburn.

But in his dissent, Circuit
Judge Ralph B. Guy Jr. held that
the ruling could allow insurance
companies to evade contractual
obligations.

“Home’s reading of the pollu-
tion exclusion would allow in-
surers to avoid defending any
product liability case that for-
tuitously involves smoke, soot,
fumes, liquids or vapors. For ex-
ample, under Home's reading,
the pollution exclusion would
deny coverage to an automobile
manufacturer for claims brought
by motorists who had been in-
jured, while in an automobile, by
fumes from a defective exhaust
system,” wrote Judge Guy.

®

Park-Ohio Industries Inc. and
Tocco Inc. vs. The Home Insur-
ance Co., 6th U.S. Circuit Court
of Appeals, No. 91-3826.



If he can'tdo the job, it could be your fault.

He meets the job qualifications. The
uestion is: Does your company meet
ghe employment requirements under
the Americans with Disabilities Act?
On September 24, 1992, Wausau
Insurance held a national satellite
conference so its customers and other
interested companies could learn
about the employment perspective

of the Americans with Disabilities
Act. A panel of experts discussed
compliance with the law and how it
may impact workers compensation.
f:orty sites across the country

received the satellite conference. In
addition, many businesses and other
organizations with satellite access
received it at their own location.

We like to think of national
satellite conferences like this as an
innovative approach to something
Wausau has been doing for years —
supplying value-added service to its
customers.

The Americans with Disabilities
Act is law. This satellite conference
was a way to better understand it.

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wssmmm 54401 Telephone (?15) 845-5211 A Member of the Nationwide® Group
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Xerox aims to control mental health costs

To better manage mental
health and substance abuse
costs, Xerox Corp. has con-
tracted with Preferred Health

re Ltd. to provide utilization
review, case management, pre-
certification and network pro-
viders for its employees.

Beginning Jan. 1, Wilton,
Conn.-based PHC will manage
mental health and substance
abuse benefits for about 18,000
of Xerox’s employees and their
dependents who are currently

rered under the company’s
self-insured fee-for-service plan.

American PsychManagement
Inc. of Arlington, Va., will con-
tinue to provide case manage-
ment, precertification and utili-
zation review for mental health
and substance abuse cases until
January.

Xerox’s other 38,000 employ-
ees and their dependents are co-
vered by health maintenance or-
ganizations or other plans.

“Once the decision was made
to move to a network model,”
Xerox searched for a network
that emphasized effectiveness
and outcomes, said Helen Dar-
ling, manager of health care
strategies and programs.

With the addition of PHC’s
mental health network, Xerox
hopes to ‘‘save some money in
the short term” but to see greater
savings over time, she said.

Xerox expects to spend less on
inpatient care but more on out-
patient treatments that are more
effective in the long run, cutting
back on the “recycling of em-
ployees through the same medi-
cal programs,”’ she explained.

The office equipment giant
spent approximately $218 mil-
lion on health benefits last year.

More than one-tenth of those
overall health care costs were
spent on treatments for sub-
stance abuse and mental health
problems, said Ms. Darling.

Also disturbing, said Ms. Dar-
ling, was that 14% of total health
expenses were on cases exceed-
ing $100,000—many of those in-
volving either psychiatric or
substance abuse treatment.

To cut that figure, Xerox had
already established a $100,000
lifetime maximum for mental
health and substance abuse
treatment, excluding prescrip-
tion drugs.

Under the new plan, that limit
will stay at $100,000 for pre-
authorized treatment with a net-
work provider but will plummet
to $15,000 for pre-authorized
treatment with a non-network
provider.

Similarly, the annual maxi-
mum will remain at $50,000 for
network providers. If other doc-
tors and hospitals are used, the
maximum will be $7,500.

—By Sara J. Harty

Mental health tab rises

Mental health and substance
abuse costs average approxi-
mately 10% of a company’s total
health care expenses, up from an
average of 5% a decade ago, ac-
cording to a new survey.

However, the range of expen-
ditures on behavioral health care
costs varied widely, the survey
found.

Twenty-one percent of the 350
companies surveyed by The
Wyatt Co. reported behavioral
health costs last year of 5% to 6%
of total health claims costs. But
even more companies—22%—
said that their behavioral health
costs represented 11% to 20% of

Benefit Beat

the total.

Of the companies surveyed by
Wyatt, another 18% said beha-
vioral health costs were 9% to
10% of the total; 18% said beha-
vioral health care costs were less
than 4% of the total; 16% said
behavioral health care was 7% to

% of the total; and 5% put the
c at more than 20% of the
total.

“The cost spiral has prompted
companies to adopt a range of
cost-control initiatives,” said Dr.
John Bunker, a Wyatt consultant
in Washington. “Employers are
bringing managed care tech-
niques from their medical bene-

fit programs to bear on mental
health and substance abuse
claims.”

The vast majority of respon-
dents use several utilization re-
view programs to help control
behavioral health care costs, the
survey found.

Eighty-three percent, for in-
stance, require precertification
of inpatient days, 76% require
medical case management and
nearly that many—73%—require
preauthorization for use of men-
tal health services.

To better control behavioral
health costs, a few companies are
beginning to carve out these

benefits and administer them se-
parately from other medical
health benefits, the survey
found.

Some 7% of those surveyed
said they carve out behavioral
health benefits.

More than two-thirds of those
surveyed—T70%—have an em-
ployee assistance program.

Of the surveyed companies
that offer the programs, 53% use
an outside administrator, 50%
offer local face-to-face consulta-
tion off-site, 28% offer a local
network of providers, 26% offer
face-to-face consultation on-site
and 12% offer telephone help.

Typically, companies require
beneficiaries to pay both inpa-
tient and outpatient deductibles
and inpatient and outpatient

coinsurance for behavioral
health benefits, the survey
found.

The most popular funding
method for behavioral health
benefits was self-insurance with
a stop-loss provision, used by
41% of those surveyed. The next
most popular funding method
was straight self-insurance, used
by 37% of companies, followed
by fully insured benefits, used by
12%. The remaining 10% used a
variety of other methods.

The report, “Managing Beha-
vioral Health Benefits: A COM-
PARE Survey Update,” is avail-
able without charge from Gary
Swegle, The Wyatt Co., 6
St. /., Washington, D.C.
20005; 202-508-4645.

—By Deborah Shalowitz
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NAIC gives states another option on dividends

By MEG FLETCHER

CINCINNATI—States have yet
another way they can meet Na-
tional Assn. of Insurance Com-

missioners’ ac-

C creditation

standards on

exiraordinary

dividends paid by insurance
companies:

About a year ago, the NAIC’s
Financial Regulation Standards
and Accreditation Committee
formally required states that
sought accreditation to adopt the

group’s 1986 model act for insur-

ance holding companies.

The model law essentially re-
quires an insurer to obtain ap-
proval from its domiciliary in-
surance commissioner before

paying dividends that exceed
“the lesser of 10% of surplus or
net income,” according to a com-
plex formula.

That standard is more conser-
vative—that is, requires ap-
proval at lower levels—than a
pre-1986 standard that required
approval for dividends exceeding
“the greater of 10% of surplus or
net income.”

During the past several
months, committee members
evaluated requests from insur-
ance companies that want liberal
laws and from states that sought
to have their rules on dividend
payments approved so they could
be accredited by the NAIC.

The committee already ap-

. proved seven proposals, finding

them ‘‘substantially similar” to

‘I think it failed more because of the process it
evolved from’ than because of the content,
says Gary Weeks, referring to a resolution

emphasizing the serious problems in many state
workers compensation systems.

the model law (BI, Aug. 24; April
20).

An eighth alternative based on
Illinois’ regulation—which was
approved by the committee ear-
lier this month—is the first to
reinstate “the greater of” lan-
guage from the pre-1986 law. It
was only approved after lengthy
discussion, with committee
members deciding that it con-

tained adequate additional safe-
guards. :
Among those safeguards: Divi-
dends can be paid only out of
“earned surplus,” must be “rea-
sonable” in light of the insurer’s
financial condition, and must be
reported within a certain time.
In addition, Illinois regulators
are required to have procedures
to review both ordinary and ex-

AM-RE MANAGERS. THE ALTERNATIVE ANSWER.

Good question. The fact is, if you're
paying premiums year after year and
not experiencing losses, there's a plus
on someone else’s balance sheet.
AM-RE MANAGERS, INC. believes that
being self-insured means being in
control of your results. We'll even create
an ownership program so you can
appreciate the benefits of your own
good planning. .
AM-RE MANAGERS, INC. is exclusively
committed to the alternative market.
Our staff is a combination of technical

underwriters, actuaries, claims experts
and financial strategists who will work in
partnership with you to design and
implement secure and cost-effective

risk management solutions. We structure
risk transfer to help you prepare for your
future needs now, and smooth your
bottom line results over time.

When you share the risks, you should
share the profits. At AM-RE MANAGERS,
INC. we wouldn't have it any other way.
For a brochure on our capabilities,
call (609) 275-2000.

A Subsidiary of American Re-Insurance Company

565 College Road East, Princetqn. NJ 08543-5241, (609) 275-2000

Atlanta, Bermuda, Bogota, Boston, Brussels, Cairo, Chicago, Columbus, Dallas, Hartford, Kansas City, London, Los Angeles,
Melbourne, Mexico City, Minneapolis, Montreal, New York, Philadelphia, San Franc?s:co, Santiago, .gingaporg. Sydney, TOl:(yO. Toronto, Vienna
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traordinary dividends and to
limit or disallow payment of any
dividend if the insurer is finan-
cially troubled.

NAIC President and Commit-
tee Chairman William McCart-
ney said he is willing to listen to
still more alternatives, though he
said the committee would like to
close the discussion and move on
to other topics, such as estab-
lishing standards for reviewing
already-accredited insurance de-
partments. ,

In related action, an NAIC
subgroup deferred action on a
model regulation that spells out
how a commissioner should re-
spond to an insurer's request to
pay an extraordinary dividend.

In other action at the meeting,
regulators:

® Certified the Texas depart-
ment, making it the 14th one to
be accredited.

@ Refused during a closed ple-
nary session to adopt a resolu-
tion emphasizing the serious
problems in many state workers -
compensation systems.

“I think it failed more because
of the process it evolved from,”
than because of the content, said
Gary Weeks, director of Oregon’s
department of insurance and fi-
nance, and chairman of the
NAIC’s Workers Compensation
Task Force.

During the NAIC’s previous
meeting, some regulators com-
plained about the last-minute
introduction of the resolution.
Though the task force rejected it
at that meeting, its parent com-
mittee adopted it (BI, June 15).

Some regulators also said they
opposed it because they were
afraid insurers could use the res-
olution’s wording against them
during rate hearings.

® Referred an accounting sub-
group's recommendation to the
Blanks Committee to change the
annual statement so insurers
must be more specific in report-
ing overdue reinsurance. Sepa-
rate columns would be made for
payments that are 90-120 days
late and 120 or more days late.
Currently, overdue reinsurance
is reported in a single column la-
beled 90-180 days late.

¢ Established separate groups
to discuss consumers’ problems
in seeking affordable auto, ho-
meowners and commercial insur-
ance policies, primarily for small
businesses, in both urban and
rural areas.

During a panel on redlining
and other urban issues, consumer
advocate Bob Hunter, president
of the National Insurance Con-
sumer Organization, urged regu-
lators to seek information from
insurers nationwide to determine
areas where they sell all lines of
property/casualty insurance.

Missouri Insurance Director
Lewis Melahn, though, cautioned
that regulators face several
problems, including difficulty
interpreting data, in investigat-
ing whether insurers are redlin-
ing. He added that a study in
Missouri uncovered no illegal
discrimination by insurers.

® Planned to continue draft-
ing tighter rules to limit insurers’
ability to transfer insurance po-
licies from one insurer to another
without the express approval of
policyholders:.

® Endorsed a bill pending in
the U.S. Senate, S.B. 3092, that
would allow the superintendent
of insurance in the District of
Columbia to fully regulate the
district’s Blue Cross/Blue Shield
plan. |
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Opinions

Family leave veto misguided

HE FAILURE of the House last week to over-~

ride President Bush’s veto not withstanding,
family and medical leave benefit programs are in-
evitable.

More employers are adopting family leave plans;
states are enacting their own family leave laws; the
Senate mustered enough votes to override the veto;
and the House fell only 27 votes short.

Still, President Bush holds firm in his conviction
that family leave decisions should be made by indi-
vidual employers, not the government.

Critics of a family leave law point out that man-
datory requirements would hurt small employers.
However, the bill vetoed by President Bush would
exempt employers with fewer than 50 workers.
Larger employers likely would not face the prob-
lems of complying with the law that smaller, Mom
and Pop firms would have.

And, the veto could work against big employers:
As states enact their own laws in light of the fed-
eral vacuum, employers with multistate operations
must comply with differing rules. The president
and other Republicans cite this problem when ad-
vocating repeal of state health care benefit man-
dates; why wouldn’t differing state laws be a prob-
lem when it comes to family leave?

And, we question President Bush’s alternative to
the legislation Congress passed. His proposal,
which would grant tax credits to employers with
fewer than 500 workers for each worker on leave,
would cost the federal government money, a curi-
ous suggestion from a president committed to cut-
ting the federal budget deficit.

Putting aside all the political rhetoric—by both
supporters and opponents—we believe family leave
programs benefit both employers and employees.

Demographic trends lead to a simple but funda-
mental conclusion: The workforce has changed. A
huge number of women with young children has
entered the workforce. The days when the average
worker—meaning a married male with a wife who
did not work—seldom had to think about family
care responsibilities on the job are over.

Family leave programs address these problems.
And, they build morale: Employees know they will
have some flexibility should a family emergency
arise—even if they never use the benefit.

It is likely that family leave legislation will one
day become law. Either the president—whoever he
or she may be—will realize that the benefits of a
uniform national family leave law outweigh the

Letters
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disadvantages, or enough support will be gathered
in Congress to override a presidential veto.

Until that day arrives, employers that have not
already adopted a family leave program would be
wise to consider it—for their employees’ sake.

A blow to consumer rights

AT CONSTITUTES a “consumer group’’?
That is a question that the National Assn.
of Insurance Commissioners should ponder.

The NAIC recently stripped the Risk & Insurance
Management Society Inc. of its status as a con-
sumer group when RIMS officials attend NAIC
meetings (BI, Sept. 28). The reason is a bit unclear
(see letter below). What is clear is that the NAIC
now classifies RIMS as an industry group, like the
American Insurance Assn. or the National Assn of
Insurance Brokers—organizations that represent
the sellers of insurance products and services.

RIMS members are corporations that buy insur-

“ance. Yes, member companies operate captive in-

surers, but the vast majority of these are self-in-
surance vehicles that write only parent-company
business.

If the No. 1 job of insurance regulators is to pro-
tect the consumer, it’s a bit scary to think the NAIC
may not know just whom it is supposed to be pro-
tecting.

‘Will the NAIC ever get its story straight?’

To the editor: Correspondence has
been fast and furious between the Risk
& Insurance Management Society and
National Assn. of Insurance Commis-
sioners officials regarding the NAIC's
decision to no longer recognize RIMS
as a consumer organization.

Nevertheless, I am confused. When
Paul Brown, RIMS director of govern-
mental affairs, informed me of the
NAIC’s decision to arbitrarily rescind
RIMS’ status as a consumer organiza-

Business Insurance welcomes let- ;
ters from its readers. Please keep
your comments as brief as possi-
ble. We reserve the right to edit
letters 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, Ill., 60611-2590.

tion, he indicated that an NAIC official
told him that the driving force behind
the decision was RIMS’ recent lobby-
ing efforts on behalf of captives. When
I mentioned this in a letter to NAIC
President William McCartney, he re-
sponded that “the driving force behind
the decision was not RIMS’ recent acti-
vities geared toward ensuring the via-
bility of the captive market.”

Now I read in BI that Mr. McCartney
said one of the reason he decided to
change RIMS’ status was because
“RIMS representatives primarily lobby
on behalf of captive insurers at NAIC
meetings.” Will the NAIC ever get its
story straight?

Frankly, why our status has changed
is not particularly important. Whether
it relates to our efforts on behalf of
captives is not the issue. The real issue
for RIMS is our stature as the voice of
risk. managers and commercial insur-
ance consumers,

- RIMS’ membership is the single lar-
gest group of consumers of commercial
insurance products and services in the
world. In fact, our position relative to
captive insurers is very much con-
sumer-oriented. What are the owners
of captives if not commercial consum-
ers of insurance and insurance-related
products and services?

This is merely another indication
that some state regulators do not have
a clue as to how the sophisticated com-
mercial insurance market works. In-
stead of trying to learn more, they
choose to simply lump all the players,
buyers and sellers, into one common
category. The NAIC has taken the easy
road at the expense of commercial in-
surance consumers.

Suzanne H. Crager

President

Risk & Insurance Management
Society Inc.

New York
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At Reliance National, our Child Care program !
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for organizations whose programs may, .‘
range from day care and education semces*

to foster famlly care, emergency shelter/ -
protective services, and residential treatment
centers.

Our coverages include: General Liability, S
Professional Liability, Property, Business '

Interruption, Inland Marine, and Automobile |
insurance. We are also willing to consider, e
the more difficult coverages, which include .
the special risks of abuse and neglect.

For child care services insurance,
Reliance National is THE CHOICE.
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Senate hopefuls look at benefit, risk topics

Business Insurance this week
spotlights the major candidates run-
ning for U.S. Senate seats in Ari-
zona, California, Colorado, Hawaii,
Nevada and Utah.

The candidates were asked for
their views on these pressing issues
facing risk and employee benefits
managers and the insurance indus-
try: health care costs and the plight
of the uninsured, tort reform, efforts
to repeal insurers’ antitrust exemp-
tion under the McCarran-Ferguson
Act, and efforts to give the fed-
eral government a role in insurance
regulation.

Arizona

Republican incumbent John
McCain, 56, says that next to the
economy and the budget deficit,
health care reform is the most criti-
cal domestic issue the nation faces.

He favors reforming the health
care system by, among other things,
emphasizing managed care; provid-
ing tax credits for the poor and
middle class to buy coverage; ex-
panding access for children; in-
creasing research into women’s
health issues; reforming medical lia-
bility laws; and making long-term
care coverage more affordable and
accessible.

He also supports tort reform and
co-sponsored the uniform federal
product liability bill that the Senate
recently killed (BI, Sept. 14).

Mr. McCain opposes efforts to re-
peal insurers’ antitrust exemption as
well as federal intervention in insur-

Sen. McCain

Ms. Sat

ance regulation.

Democratic challenger Claire
Sargent, 58, worked in advertis-
ing and public relations before be-
coming a full-time mother and
homemaker. She has been active in
local and national politics.

Ms. Sargent supports the crea-
tion of basic universal health care
coverage. She says Congress should
closely examine the Oregon univer-
sal health care plan, which hinges
on a system of rationing Medicaid
services (BI, Aug. 31, Aug. 10), and
Bill Clinton’s “play-or-pay” plan
(BI, Sept. 21) to see which could ac-
complish the most at the lowest
cost.

Although she generally opposes
laws to restrict the tort liability of
businesses, Ms. Sargent would con-
sider medical malpractice reform
bills to improve access to health
care.

Ms. Sargent said the federal gov-
ernment has an obligation to regu-
late the investment and solvency
practices of all financial institutions
on which the public relies, including
the insurance industry.
California

Incumbent Republican John Sey-
mour, 55, supports using tax incen-
tives, both credits and deductions, to
improve access to affordable health
care. He also supports vouchers to
let poor people select their health
care plan.

He also would like to see greater
emphasis on health promotion and
efficiency in health care delivery.

Sen. Seymour has co-sponsored a
bill, S. 2878, the Medical and Health
Insurance Information Reform Act,

Senate '9 2
&Race

that calls for developing an elec-
tronic billing and patient informa-
tion system. He envisions a system
in which consumers carry a plastic
card containing their medical his-
tory, insurance data and billing in-
formation. Health care providers
could use the cards to link up to

an electronic network to retrieve
records or transmit billing informa-
tion.

Such a scenario would reduce ad-
ministrative costs by $4 billion an-
nually and eliminate up to 10% of
the unnecessary care provided in the
system, saving an additional $20
billion annually, he said.

The senator co-sponsored the uni-
form product liability bill that re-
cently died. He called the bill a re-
sponsible approach to addressing
the extremes and abuses of the tort
system.

Sen. Seymour did not comment
on reform of the McCarran-Fergu-

son Act or federal regulation of the -

insurance industry.
Sen. Seymour took office in 1991
after being appointed to fill the seat

left open when then-Sen. Pete Wil-
son was elected governor in 1990.

Democratic challenger Dianne
Feinstein, 59, was mayor of San
Francisco from 1978-88 and was the
Democratic candidate for governor
of California in 1990.

Calling health care reform long
overdue, Ms. Feinstein favors mea-

sures that would:

® Provide a minimum benefit
package to everyone.

® Stress prevention and wellness.

® Prohibit exclusions for pre-ex-
isting condition exclusions and the
cancellation of coverage for the el-
derly, disabled and ill.

e Control costs.

® Move the system from fee-for-
service to managed care.

® Provide long-term care.

Ms. Feinstein did not respond to
questions regarding tort reform, the
McCarran-Ferguson Act or federal
regulation.

The candidates are running for
a two-year term, after which there
will be an election for a six-year
term for the seat.

Continued on next page
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The state’s other Senate seat is
open as well, because Sen. Alan
Cranston is retiring.

Vying for the a six-year term is
Republican Bruce Herschensohn,
60, a television commentator who
ran for U.S. Senate in 1986 but lost
in the GOP primary.

On health care,
Mr. Herschen-
sohn opposes
House legisla-
tion, HR. 1300,
that would cre-
ate a Canadian-
style universal
system. He sup-
ports elements of
President Bush'’s
proposal, except Mr. Herschensohn
for its reliance on
tax credits to help more Americans
purchase health insurance (BI, Feb.
10). He supports a simplified tax
code.

Mr. Herschensohn supports tort
reform and opposes both the repeal
of insurers’ limited antitrust exemp-
tion and federal insurance regula-
tion.

Democratic challenger Barbara
Boxer, 51, a U.S. congresswoman
since 1982 and a former journalist,
did not respond to repeated requests
for her views.

Colorado

Sen. Timothy Wirth’s decision to
not seek re-election has left a Con-
gressman and a former Colorado
legislator battling for the Demo-
crat’s seat.

Running on the Democratic ticket
is third-term Congressman Ben
Nighthorse Campbell, 59.

Mr. Campbell said he believes the
nation’s health care system is in se-
rious need of reform.

“A single payer or ‘pay or play’
national health insurance program
may not ultimately be practical or

desirable in the U.S, but I believe
we must move toward providing
universal access to health care, em-
phasizing preventive care and re-
ducing total health care costs.

“The health care insurance indus-
try has to recognize this. . .and will
most likely have to be changed in
some ways to assist in this effort,”
Mr. Campbell said.

Some tort reform is needed to
cut health care costs, he said. “How-
ever, a citizen's constitutional right
of access to the judicial system can-
not be summarily denied. We must
do all we can to eliminate the prac-
tice, or necessity, of defensive medi-
cine.”

He also says he believes the
McCarran-Ferguson Act can be re-
formed in a way to benefit both the
insurance industry and consumers.
The current system of state regula-
tion is duplicative, and some federal
oversight can be combined with

permitting a national data bank to

Mr. Considine

Mr. Campbell

share loss cost data, he says.

“I believe a local understanding of
insurance needs and the primary
participation of the states in regula-
tion continue to be warranted, but it
seems to me that absent self-reform,
mandated reforms or changes will
occur through either tougher state
regulations or wholesale revision of
McCarran-Ferguson.”

Mr. Campbell anticipates in-
creases in the federal government’s
role in insurance regulation, because
health care reform will require “na-
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tional approaches to insurance cov-
erage.” he said. Mr. Campbell envi-
sions a regulatory system consisting
of “general guidelines, with the
states continuing to handle the nuts
and bolts of regulation.”

Republican opponent Terry Con-
sidine, 45, is a businessman who led
a successful fight to limit the time
state and federal officials can spend
in public office in Colorado.

Mr. Considine—who is recovering
from a broken back suffered in a
horseback riding accident last year
—has developed a health care plan
that would:

_® Eliminate employer-sponsored
health care plans and instead re-
quire all employers to give each
worker $4,500 annually to pay for
health care. Of that amount, $3,000
would go into a “Medisave” account
that a worker would draw on to pay
for health care. The remaining
$1,500 would be used to buy an in-
surance policy with a $3,000 de-
ductible.

Any funds that are not spent
could be put into an Individual Re-
tirement Account, which would en-
courage consumers to become better
health care shoppers.

® Provide the same tax break to
individuals who buy health insur-
ance that is now available to cor-
porations.

Regarding tort reform, Mr. Consi-
dine has formed a grass-roots orga-
nization called Coloradans Back in
Charge that is calling for reduced
civil litigation by using low-cost al-
ternatives to court trials. The group
also favors reimbursing successful
litigants for a portion of their legal
costs.

Hawaii

Democratic incumbent Democrat
Daniel K. Inouye, 68, introduced
the National Health Care Act of
1992, a proposal developed by the
National Assn. of Social Workers.

“Like other single-payer national
health care proposals, this bill
would replace the patchwork of
multiple public and private insur-
ance plans with one publicly fin-
anced health insurance plan that is
administered by the federal and
state governments,” Sen. Inouye
said.

The plan would be financed by
a personal income tax, an employer-
paid payroll tax and corporate in-
come taxes. States also would be as-
sessed, and the cigarette and alcohol
tax would be increased.

The plan would cover “expanded
comprehensive care” and include
primary care services, hospital care,
dental and vision care, mental
health and substance abuse treat-
ment—with no “arbitrary limits"—
rehabilitation services, prescription
drugs and long-term care,

The plan calls for coordination
of care by primary care providers
as well as utilization review and
quality control by “peer review or-
ganizations.”

Republican challenger Rick
Reed, 45, a six-year state senator,
proposes giving each family a tax
credit to buy the insurance policy of
its choice.

He also favors requiring employ-
ers “to put the cash value of their
existing insurance plan. . .into
higher wages,” according to a Reed
campaign statement.

Each household receiving tax
credits would be required to pur-
chase a “minimum benefits insur-
ance policy” that could cost as lit-
tle as $250 a month for a family of
four, the statement said.

The plan also calls for guaran-
teed renewable insurance and caps
on premium increases.

Neither candidate commented on
tort reform, insurers’ antitrust ex-
emption and federal insurance regu-
lation.

Continued on next page
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Senate candidates
Continued from previous page
Nevada

Democratic incumbent Harry
Reid, 52, supports a national health
care system that would provide “af-
fordable, accessible, quality care to
all Americans.” He said reform
should focus on prevention and
maintenance.

Tort reform should be handled
by the states, which have been
crafting laws on this issue for many
years, he said.

On the McCarran-Ferguson Act,
Sen. Reid states that “as long as the
rights and needs of the consumer are
protected, there is no reason to
make drastic changes to a law that
has proven effective.”

State insurance regulation is ade-
quate for the most part, though sol-
venicy regulation “may need atten-
tion,” he said.

The federal government should be
involved as needed to protect con-
sumer rights and needs, he said.
“This level of involvement is directly
correlated to the level of responsibil-
ity and integrity exhibited by insur-
ance companies.”

Republican challenger Demar
Dahl, 50, a rancher and busi-
nessman who is making his first
run for public office, did not re-
spond to several requests for in-
formation.

Utah

A businessman and a con-
gressman are battling for the seat
being vacated by Republican Sen.
Jake Garn.

Republican candidate Bob Ben-
nett, 59, a businessman and son of a
former U.S. senator from Utah, said
tax policy should be changed to
allow employers to pay, without
penalty, directly to their employees
the amounts they now spend on

health benefits.

Employees
then could set up
their own health
savings accounts
or buy their own
health insurance.

Employers
would have to
contribute only }
$1,500 to each
account.

Under this system, policies be-
long to the individuals and would
follow them when they change jobs
or retire, Mr. Bennett explained.
“Families would use their health
savings accounts to pay for routine
medical care, allowing the individ-
ual to bargain with his provider re-
garding costs and pay doctors
directly,” he said.

The entire system should be pri-
vately funded, except for federal
subsidies for “those in need,” Mr.
Bennett says.

nett k

Once in place, the system would
abolish both Medicare and Medic-
aid, since everyone—including the
elderly and poor—would have their
own personal policies.

On tort reform, Mr. Bennett said
he supports efforts to reduce the
number of frivolous lawsuits and
improve the way the civil justice
system operates. He also supports
caps on awards in medical malprac-
tice suits, as well as efforts to pro-
mote alternative dispute resolution.

The federal role in insurance
should be to provide a “level playing
field for all insurance companies,”
he said. “The state should regulate
the insurance industry at their
lev -ll

Democratic challenger Wayne
Owens, 56, now serving his fourth
term in Congress, has introduced
legislation, the Health Care Protec-
tion Act, that is designed to combat
“job lock,” where people are afraid
to change jobs for fear of losing
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their health benefits.

“This act will guarantee individu-
als with a pre-existing condition re-
tention of health care benefits when
they move from one job to another,”
he stated.

Rep. Owens also says that any
health care reform legislation passed
by Congress should include benefits
for long-term care. He said he would
introduce legislation that would
make long-term care services avail-
able to all who need them, regard-
less of age or income.

Rep. Owens also plans to intro-
duce legislation that he says would
improve health care access for rural
residents. The legislation’s primary
focus will be recruiting physicians
to rural areas.

®
Los Angeles Bureau Chief Joanne
Wojcik and Associate Editors Judy
Greenwald in San Jose, Calif, and
Louise Kertesz in Los Angeles con-
tributed to this report.

Reform outlook

Continued from page 3

face tough decisions in controlling
health care costs, he said. It is pos-
sible, for example, that policyhold-
ers may have benefits and services
reduced.

It may not be possible, if costs
are to be controlled, for everyone
to receive instant treatment on de-
mand, he said.

But he rejects as invalid the as-
sumption that lower health care
costs in nations with government-
run health insurance systems mean
those countries are doing a better
job in controlling costs.

Such comparisons are unfair, he
says. Certain factors—like teen-age
pregnancy and gun injuries, which
drive up U.S. costs—are much less
prevalent elsewhere, he said.

On the pension front, Rep. Rod
Chandler, R-Wash,, says simplifica-
tion provisions included in House-
and Senate-passed tax bills are a
welcome change. Those provisions,
among other things, simplify 401(k)
non-discrimination tests.

For the longer term, he says, a
blue-ribbon commission is needed to
hammer out policy on many retire-
ment issues, including, for example,
recommendations to help improve
the nation’s very low savings rate.

Pension Benefit Guaranty Corp.
Executive Director James B. Lock-
hart III told the meeting that be-
cause he has warned about the
PBGC's financial problems, “I have
been called a Jeremiah, a Cassandra
and have been accused of ‘fear mon-
gering’ and crying ‘wolf,’ .”

But, the problems are real, he
said. Its current $2.5 billion deficit
could rise to $18 billion by 1997.
Without reforms, the $19 annual
per-participant PBGC premium
paid by employers with well-funded
defined benefit plans might rise to
$70, while premiums for under-
funded plans—which now range
from $20 to $72—could rise to
“many hundreds of dollars.

Ultimately, employers with well-
funded plans will rebel and termi-
nate them in favor of defined con-
tribution plans, which are not in-
sured by the PBGC. Eventually,
taxpayers would likely foot the bill
when underfunded plans collapse.

But that gloomy scenario does not
have to occur, Mr. Lockhart said. A
series of reforms—including faster
pension funding requirements, elim-
ination of PBGC coverage of benefit
improvements granted by under-
funded plans and upgrading the
PBGC’s creditor status in bank-
ruptcy proceedings—will give the
agency better protection from losses
and put it on a much sounder finan-
cial footing, he said.

“The sooner reforms are enacted,
the better for the PBGC and the
defined benefit system,” he said. =
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Asbestos rulings

Continued from page 2

bestos cases under General Order
21, issued by a San Francisco Su-
perior Court shortly after the Cali-
fornia Supreme Court’s 1980 land-
mark decision in Sindell vs. Abbott
Laboratories.

In the Sindell case, which in-
volved women allegedly injured by
the anti-miscarriage drug DES but
who could not tell which company
made they drug they consumed, the
court allowed the plaintiffs to seek
damages from companies that
made the drug at time of the injury
based on the manufacturers’ mar-
ket share.

Asbestos makers, though, were
not held liable based on their mar-
ket share. In its general order, the
Superior Court explained that
plaintiffs in asbestos cases could
identify who made or supplied the
asbestos-containing products that
injured them.

The court also said that since
many asbestos victims have been
exposed to a variety of asbestos-
containing products in various in-
dustries, it would be too difficult to
devise a market share formula to
determine damages.

The Wheeler litigation involved
five personal injury cases that were
consolidated for trial. The plain-
tiffs all said they had been exposed
to asbestos fibers from a wide vari-
ety of asbestos-containing prod-
ucts.

While many of the manufactur-
ers could be identified, the plain-
tiffs could not tell which com-
panies were responsible for the
portion of their injuries caused by
their exposure to automotive brake
products that contained asbestos.

The plaintiffs’ only contact with
the brake products occurred when
they were replacing worn brake
pads, when brands could no longer
be identified.

The trial court dismissed the
plaintiffs’ claims, citing General
Order 21.

That decision was reversed by
the appellate court.

“Because of the peculiar facts
presented by exposure to asbestos
fiber from brake pads, we conclude
that General Order 21 is inapplica-
ble to the facts of the claim stated
by plaintiffs,” the court said.

Defendants Bridgestone/Fire-
stone Inc. of Akron, Ohio; Mor-
ton International Inc. of Chicago;
and Lear Siegler International
Corp. of Stamford, Conn., are
seeking review by the California
Supreme Court and have asked
that the appellate court decision be
decertified so that it cannot be
used as precedent. 2

°  Defense attorneys declined to
comment pending the appeal.

Originally the decision was un-
published, but the court changed
its mind after the plaintiffs re-
quested that it be published.

Insurance defense lawyers are
urging the state Supreme Court to
‘“depublish” the decision.

“Wheeler distorts and greatly
expands Sindell by equating ‘iden-
tical’ drugs with ‘roughly compa-
rable’ brake products,” wrote Ray-
mond Coates of Low, Ball & Lynch
in San Francisco in a letter to the
high court. Mr. Coates, who filed
an amicus brief in the Wheeler
case, wrote the letter on behalf of
the Assn. of Defense Counsel of
Northern California, a group of
about 2,000 insurance lawyers.

No other courts have used the
market share theory in non-DES
cases.

“In fact, I have explicitly seen
it rejected,” said Mr. Eaton.

“This ruling is an aberration and
is unlikely to be affirmed on fur-
ther appeal,” he predicted.

The lawyer for the asbestos vic-

tims—Harry F. Wartnick of
Borowsky, Wartnick, Moore &
Harris in San Francisco—could not
be reached.

The Sept. 21 decision by the II-
linois Supreme Court stems from
a 1982 suit against Manville Corp.
by Lois Thacker, the widow of Les
Thacker. Mr. Thacker died in 1981
from asbestosis and lung cancer.

Manville’s 1982 bankruptey fil-
ing delayed the case. Subsequently,
the Manville Personal Injury Set-
tlement Trust was created to as-
sume liabilities for asbestos-re-
lated personal injury claims
against the Manville entities. The
trust was substituted as a defen-
dant in the suit, and the case pro-
ceeded to trial. '

Mr. Thacker allegedly contracted
his illness from breathing in as-
bestos fibers that drifted through-
out the work area ‘at the Union As-
bestos & Rubber Co. in
Bloomington, 1.

According to receipts introduced
at trial, Union had purchased as-
bestos from Johns-Manville Corp.,
the predecessor of Manville Corp.

Union also bought asbestos from
other manufacturers, many of
which no longer exist. It was not
shown at trial what percentage of
the asbestos fibers that drifted
through the plant where Mr.
Thacker worked was attributable
to the asbestos Manville produced.

A McLean County Circuit Court

jury in 1989 awarded the widow "

$280,830. The Manville trust ap-
pealed.

Initially, the appellate court re-
versed, finding that the plaintiff
had failed to prove that asbestos
sold by Manville entities was a
proximate cause of Mr. Thacker's
injury and death.

But then, after Mrs. Thacker
sought a rehearing, the appellate
court unanimously reversed its ini-
tial decision and affirmed the cir-
cuit court verdict.

The Manville trust then appealed
to the state Supreme Court, which
upheld the original jury verdict. No
vote breakdown was made public.

An attorney for the Manville
trust, Margaret S. Garvey of Free-
born & Qeters in Chicago, said she
will ask the court to rehear the
case,

But if the court decides not to,
“the law made by the Thacker de-
cision is likely to have a significant
impact on other ashestos litigation
in Illinois,” Ms. Garvey said.

“The court did not require the
plaintiff to show where Johns-
Manville asbestos was used in the
plant,” she said. As a result, the
decision “applies to cases where
the plaintiffs didn’t work directly
with asbestos.”

The Thacker decision could have
broad implications outside of the
asbestos context, said Mr. Eaton.
“We could see it used by individu-
als suing smokestack industries in
their communities or by non-
smokers"” harmed by exposure to
second-hand smoke.

In a statement, Mrs. Thacker’s
attorney, James G. Walker of Bloo-
mington, Ill., called the ruling sig-
nificant not only for Mrs. Thacker
but also for other asbestos litiga-
tion in Illinois.

“The Supreme Court’s opinion
puts to rest one of the few re-
maining arguments by which as-
bestos companies have attempted
to avoid responsibility for the epi-
demic of asbestos disease caused in
this community,” he said.

®

Richard Wheeler et al. vs. Ray-
bestos-Manhattan et al., California
Court of Appeal, First Appellate
District, Division Four; No.
A054969.

Lois Thacker vs. UNR Industries
Inc, et al,, linois Supreme Court;
No. 72095.
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Regulation

Continued from page 3
national “white list’’ of approved
surplus lines insurers.

“I don’t think the inevitability
(of federal regulation) is there,”
said Richard M. Bouhan, execu-
tive director of the National
Assn. of Professional Surplus
Lines Offices Ltd.

If the Dingell proposal be-
comes law, many risks tradition-
ally written in the surplus mar-
ket would go with the federally
licensed large insurers, Mr. Bou-
han said at NAPSLO’s annual
conference last month.

“The big ones will always go to

the area with the least regulatory
intervention.”
. Some surplus lines insurers
could also be hurt by the added
burden of having to keep abreast
of both regulatory systems, re-
gardless of which they chose.

‘““A small regional carrier in the
Midwest would have to have a
staff and lawyers in Washington,
regardless of their choice,” Mr.
Bouhan said.

The National Assn. of Inde-
pendent Insurers, most of whose
members are small to medium-
sized companies, also is not con-
vinced that federal solvency reg-
ulation would be prudent.

“Multiple regulation occasion-
ally is a contributing factor to
inefficiency,” said David Brum-
mond, assistant vp and assistant
general counsel for the Washing-
ton-based trade group.

The NAII wants evidence that
federal regulation would be more
efficient, he said.

But the current state system of
solvency regulation must be im-
proved, said Craig A. Berrington,
senior vp and general counsel of

the American Insurance Assn. in

Washington.

The ATA—most of whose mem-
bers are large commercial insur-
ers—has suggested granting fed-
eral licenses to property/casualty
insurers to exempt them from
state regulation for both com-
mercial and personal lines (BI,
Feb. 3).

Allowing insurers to select ei-
ther federal or state solvency
regulation would put “discipline
back into the insurance purchas-
ing decision,” he said.

Even the National Assn. of In-
surance Commissioners’ state ac-
creditation program, with its
emphasis on uniform state laws,
“back-handedly admits that na-
tional regulation is needed,” he
said.

Federal regulation would be
better, because ‘“‘state laws may
look a lot alike on paper, but the
same language can be interpret-
ed differently,” Mr. Berrington
said.

Federal regulation would also
be more insulated from political
influence, he said. “State politi-
cians see insurance-bashing as a
way to the top. The state system
s struggling to accommodate an
increasingly political environ-
ment.”

He added that, “No bill fulfills
all of our goals, but the Dingell
bill makes a good start.”

Exempting large commercial
policies from state regulation
was also championed by Robert
B. Shapiro, a lawyer who repre-
sents standard lines insurers and
brokers.

“General Motors does not need
rate and policy protection,” said
Mr. Shapiro, who is with the
Law Offices of George K. Bern-
stein in Washington. “They have
as much bargaining power as the
insurer.’’

Illinois Insurance Director
Stephen F. Selcke supported fed-

eral regulation of offshore insur-
ers.

‘““As an insurance commis-
sioner, I have more than a pas-
sing interest in preserving the ef-
fective, efficient tradition of
state regulation,” Mr. Selcke
said.

But that does not mean that
“the state regulation approach is
perfect or there is no room for
improvement,” he said. “I don’t
agree that Washington or the
federal government can overall
do a better job regulating the in-
surance industry.”

The Illinois regulator favors a
federal “gatekeeper’ law that

Federal regulation would be better, because ‘“state
laws may look a lot alike on paper, but the same
language can be interpreted differently,” says
Craig A. Berrington, senior vp and general counsel
of the American Insurance Assn.

would grant the NAIC authority
to approve a list of alien insurers
that can write in the United
States.

“There are fraudulent activi-
ties by non-U.S. companies that
state regulators are ill-equipped

to handle,” Mr. Selcke said. “It is
my opinion that some partner-
ship seems inevitable in this par-
ticular area.”

On one thing the panelists all
agreed: Insurance regulation
should be improved.

“The current system of regula-
tion grew up with localized
property risks,” Mr. Shapiro
said.

“It had nothing to do with
global risk. Now you can have
the same risk in fifty states and
overseas.”

For his part, Mr. Brummond of
the NAII said he favored making
regulation more efficient and
competitive, but keeping it at the
state level.

Moderating the session was
Michael J. Snead, chairman and
chief executive officer of Admi-
ral Insurance Co. of Cherry Hill,
N.J. [ ]

When your service is this com
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NAPSLO meeting draws 1,700 people Hisk-based capital

reason that surplus lines growth

CHICAGO—About 1,700 surplus lines insur- ance industry, risk-based capital requirements be restricted if other risk-based

ance executives and wholesale brokers attended and solvency.

capital requirements are met,”

the annual National Assn. of David R. Hartoch was elected the next presi- he said. “The surplus lines in-
Professional Surplus Lines Of- dent of NAPSLO, succeeding Kurt C. Bingeman. dustry can be the solution, not
fices Ltd. meeting late last Mr. Hartoch is chief operating officer and the problem.”
month. president of Sherwood Insurance Services, a San “Clearly excessive growth is
Lloyd’s of London Chairman Francisco-based unit of Frank B. Hall & Co. Inc. dangerous,” Mr. Goodfriend
David Coleridge gave the key- Mr. Bingeman is president and treasurer of Ru- warned. “Some companies have
note address, while Stephen F. sell Bond & Co. Inc. in Buffalo, N.Y. difficulty handling growth. Un-
Selcke, director of the Illinois Next year's meeting will be held Sept. 29-Oct. derwriting standards deterio-
insurance department, made 3 in Atlanta. For more information, contact rate, they have trouble pro-
the introductory remarks. Panel discussion NAPSLO Executive Director Richard M. Bouhan cessing claims. But it is the

topics included federal regulation of the insur- at 816-455-3210.

nature of excess lines to contract
and expand.”

These days, complete service is

insurance product line. That's why
brokers depend on Affiliated and
Appalachian, rated A++by A M.
Best. Clients come back to us year
.aftef year because they know that no
one offers faster, better or more
complete professional service.

Of course, we also offer a complete
property insurance product line that’s
simple, cornprehensive and flexible —
‘including an All Risk policy-and a
Combined Fire, Boiler & Machinery
policy. We put you directly in touch
with experienced production under-"

Amember of the Factory Mutual System.

just as critical as a complete property -

_.wnters who can tallor a policy to meet
your clients' needs, then get it out the

door quickly. We've even been known
to hand deliver a policy in a pinch.
And our claims handling is just as
fast, just as efficient and certainly fair.
All of - which alows us to make a big
impression on our clients.
In addition, we can also make avail-
able our property engineering resources- .

. resources-that help reduce risk.

So if you want to start building a

_relationship with many happy returns,

call us and we'll put you in touch

~with your Affiliated /Appalachian -

representative.

Affiliated FM Insurance Company

Appalachian Insurance Company
Associated with Allendale Mutual Insurance Co.

2 ; ~ Formore information, call us at 1-800-541-2276.

Another hurdle for surplus
lines insurers is stringent capital
requirements for smaller com-
panies.

Mr. Frazier fears that some in-
surers may be considered “too
big to fail” by regulators. If that
attitude prevails, well-capital-
ized small companies will have
to compete against large com-
panies that do not have to com-
ply with such stringent risk-
based capital standards. “It’s a
fact of life, but it’s not in the best
interest of the consumer or the
industry.”

Determining the proper capi-
talization for small companies is
more difficult, Mr. Goodfriend
explained. “Small companies are
more variable. Data is less pre-
dictable.

“Niche players that perform
well will not be penalized due to
size” by risk-based capital stan-
dards.

How risk-based capital re-
guirements will be applied to
non-U.S. insurers is another
concern to the surplus lines in-
dustry, Mr. Frazier said.

If offshore companies are not
regulated as stringently as do-
mestic insurers, “I can foresee
circumstances where alien com-
panies become the safety-valve,”
replacing U.S.-based surplus
lines insurers.

Greater cooperation among in-
surance regulators worldwide
should even the playing field,
Mr. Goodfriend said.

Another threat that risk-based
capital presents to surplus lines
is that coverages with long tails
become more attractive, Mr. Fra-
zier said.

“Workers compensation and
long-term lines appear to be less
capital-intensive, but (they are)
not less risky,” Mr. Goodfriend
agreed.

“My biggest concern is that
(risk-based capital require-
ments) will inhibit the opera-
tions of strong companies with-
out materially improving the
performance of weak com-
panies,” Mr. Frazier said.

Rating agencies like A.M. Best
& Co., Standard & Poor’s Corp.
and Moody’s Investors Service
Inc. already have implemented
informal risk-based capital stan-
dards into their ratings, as illus-
trated by the rash of downgrad-
ings in the past year, Mr.
Goodfriend said.

““They have their own ideas
about minimum capital require-
ments based on risk. They may
exceed those of the NAIC,” Mr.
Goodfriend said. The rating
agencies “have their own battle
on for market share, a battle to
be the toughest guy on the
block.”

Risk-based capital is necessary
because “most states’ fixed mini-
mum amounts are appropriate
for startup (companies) but not
adequate for established insur-
ers,”” said Vincent Laurenzano,
assistant deputy superintendent
of the New York Insurance De-
partment.

While a risk-based capital for-
mula for property/casualty com-
panies still is being developed,
the risk-based capital require-
ment will be ‘“‘significantly
greater than the current mini-
mum,” he said.

The property/casualty formula
should be ready for extensive
testing in December and could be
implemented in 1994, he said. An
alternative formula will also be
tested.

The life/health formula could
be approved by the National
Assn. of Insurance Commission-
ers later this year and likely will

Continued on next page
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THE BERMUDA INSURANCE INSTITUTE
In conjunction with Henry Dykowsky & Associales, Inc. Presents
Insurance and Reinsurance Workshop and Seminar
To exchange ideas and concerns affecting the Insurance, Reinsurance
Property and Casualty Industry, current issues and developments in the
market place indluding recent court decisions, arbitrations, liquidations, loss
commutations, inspections, control over legal and consulting expenses, loss
run-off administration, and concems raised by the seminar participants.

DATES: OCTOBER 23, 1992 FEE: $100 USD
LOCATION: STOUFFER WESTCHESTER HOTEL, NEW YORK

Contact: Mr. lan J. Linnegan
Director, Bermuda Insurance Institute
Tel: 809-295-1596 * Fax: 809-295-3532
OR Insurance Services
Tel: 800-556-6988 « Fax: 203-874-5608

For Special Travel and Lodging Arrangements
please cortact Travel Network

161 South Middletown Road, Naauet, NY 10954
Tel: 800-929-1889 » Fax:914-624-2315
Next Warkshop to be held November, 92.

Risk-based capial Changes at Lloyd’s
will pay off: Coleridge

Continued from previous page
have to be used in conjunction
with insurers’ 1993 annual state-
ments (BI, Sept. 28).

While risk-based capital is a
good idea, it will only work if
regulators are given the au-
thority to enforce the standards,
Mr. Laurenzano noted.

“Risk-based capital is not a
rating system nor a magic for-
mula,” he said.

“It will not prevent all insol-
vencies, but it will prevent or
mitigate many.”

Commented Mr. Frazier:
“Risk-based capital is a good
idea whose time has come, but
“it will take the wisdom of Solo-
mon to implement.”

The panel was moderated by
Thomas S. Bloom, chief execu-
tive officer of Heath Insurance
Brokers Inc. in Dallas. [ ]

By SARA MARLEY

CHICAGO—Lloyd’s of London
has learned from its mistakes, its
top official says.

Hurricane
Andrew stands
as proof of that,
says outgoing
Lloyd's Chair-
man David Co-
leridge. Al-
though Andrew
cost insurers
twice as much as Hurricane
Hugo in 1989, Lloyd’s exposure
will be far less, he said, explain-
ing that the risk was spread over
more of the Lloyd’s market and

Another case for USF&G:

Spokane, WA. May, 1992

didn’t have product liability coverage.

USF&G, your money wasn't wasted.

A small business learned that it was being sued in a

product liability case and filed a claim with USF&G. The problem was, they

Did our Adjuster laugh them out of his office? No, he did his homework,
and gathered enough information to get the case dismissed.

So time wasn't wasted. Effort wasn't wasted. And if you're insured by

USF3G

INSURANCE
Call 1-800-722-USFG for more information.

higher rates were charged for re-
insurance.

Still, Lloyd’s already has paid
hundreds of millions of dollars to
U.S. ceding companies through a
newly merged and automated
claims office, he said.

“We have a special settlement

"scheme in place which is de-

signed to pay on brokers’ ad-

vices, easing the cash flow of ~

hard-hit U.S. insurers, with the
differences settled later,” he ex-
plained at the annual National
Assn. of Professional Surplus
Lines Offices Ltd. meeting.

Overall, “I hand Lloyd’s to my
successors better than when I re-
ceived it two years ago,” Mr. Co-
leridge said in his last U.S. ap-
pearance as chairman before he
steps down at year end. “I am
absolutely confident it will con-
tinue to be just as effective in the
future.

“All the structural changes are
more than matched by a change
in attitude by all at Lloyd’s,” he
continued. “We are determined
not to repeat the mistakes of the
past.”

The next chairman, David
Rowland, will preside over a new
system of governance (BI, Aug.
31). As the first full-time chair-
man in Lloyd’s history, Mr. Row-
land will be “unencumbered by
ties and duties to an under-
writing firm or brokerage,” the
outgoing chairman said. :

Among other changes in the
works at Lloyd’s cited by Mr.
Coleridge: a new board—headed
by Peter Middleton, Lloyd’s re-
cently appointed chief executive
officer—that will address busi-
ness development; and a high-
level stop-loss coverage plan that
will “limit members' exposure
without effecting the security
and solvency of Lloyd's as a
whole.”

The first steps toward corpo-
rate membership at Lloyd’s have
been taken, with “‘approval given
for consortia formed between
Lloyd’s members and com-
panies.” :

One sign of that cooperation is
allowing syndicates to increase
their capacity by 25% over pre-
mium volume limits by buying
quota-share reinsurance, Mr.
Coleridge said.

“Syndicates and agencies have
merged, leading to greater effi-
ciency; and the transfer from
cost to benefit will have a real
impact on the price we can
charge for our products in a com-
petitive marketplace, and im-
prove our members’ returns for
the risks they accept,” Mr. Co-
leridge said.

“As a member of a worldwide
industry, Lloyd’s has problems
of its own. But it also shares with
all other insurers the problems of
the past,” including long-tail as-
bestos and pollution claims, he
said.

While exposures are mounting,
policyholders are “‘unwilling to
pay sufficient premiums to
transfer (their risks) to insurers. -
They are increasingly looking to
legal remedies.

“What I would ask is that we
all try to help each other face
these problems of change and
turn them into opportunities,”
Mr. Coleridge said.

“Insurance is now such an in-
extricable part of everyone's
lives on a global scale that in the
future only global answers will

| do.” ]
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ELECTION '92

Stumpin’ around:

For these agents,

voters may prove
the hardest sell

By LAURA MAZZUCA

It’s a well-known fact that politicians and salesmen have a lot
in common. They both have a product to sell, and they both use
“people skills’'—a memory for names, faces and the gift of gab
—to sell them.

So it should come as no surprise that a bumper crop of in-
surance agents—salesmen supreme—are running for Congress
this year. )

There’s Jack Kingston, a Georgia Republican and a producer
at Atlanta brokerage Palmer & Cay/Carswell Inc., fighting for
the 1st District House seat vacated by Rep. Lindsay Thomas.

And Alfred Palermo, a second-generation independent agent,
is waging an uphill battle against incumbent Democratic Rep.
Donald M. Payne, in New Jersey's 10th District. So solidly
Democratic is the district that a journalist once asked Mr. Pa-
lermo, “Why are you on this suicide mission?”

Among the agents turned politicos is Tim Holden, the Demo-
cratic candidate for the 6th District House seat in the heart of
Pennsylvania’s coal country. The insurance broker and licensed
real estate agent has been Schuylkill County sheriff since 1985.

And Tommy Hartnett, a former agent who now conducts real
estate appraisals, is taking on the powerful and well-financed
incumbent Sen. Ernest F. Hollings, D-S.C.

Although independent agents are well-represented, the field
is definitely not restricted to their ranks.

Terry Lee Moser, a Texas Democrat and a Mutual of Omaha
Insurance Co. agent, is challenging incumbent Rep. Larry Com-
best for the House seat in the 19th District.

Steve Musselwhite, vying with Republican Bob Goodlatte for
Virginia’s 6th District seat vacated by Rep. Jim Olin, is a gen-
eral agent for Shenandoah Life Insurance Co.

Where they come from, and why

What drives these scrappers into the fray? How do they bal-
ance their business responsibilities with the demands of run-
ning for office?

Most often, they don’t; they simply turn over business to as-
sociates while they’re on the campaign trail.

“You can't be a candidate and a professional agent in today’s
insurance market,” Mr. Kingston said. “It’'s more than a full-
time job just finding workers compensation coverage for your
clients.”

But insurance agents enjoy a distinct advantage over their
competitors in their dual role as producers and aspiring politi-
cians.

“Agents deal with churches, schools, hospitals and get to
know a lot of people,” Mr. Kingston said. “It makes it a lot
easier to get a support base to run for office.”

Agent trade groups say they will not back candidates solely
because they are agents. But agents will get a “closer look,”
since the trade groups want insurance-savvy people in Con-
gress, said Lynnea Olsen, director of federal affairs for the
National Assn. of Professional Insurance Agents in Alexandria,
Va.

Having agents in Congress makes lobbying much easier, since
the business is so hard to explain to members with no in-
surance background, agreed Joel Wood, vp of government af-
fairs for the National Assn. of Casualty & Surety Agents in
Washington.

Because of their varied client base, agents have a strong sense
of the needs of “the real working world” and are well-suited to
represent a cross-section of people, Mr. Wood said. “They un-
derstand the concerns of working people.”

And because incumbents, who suffered record losses in the
primaries, seem %o be unpopular with voters in this election; Ms.
Olsen of PIA believes that for insurance people, “this year is the
year to give it a shot.”

Continued on page 16G

While a small distance separates PIA and IIAA headquarters

in Alexandria, Va., the gulf between the groups has widened.

Is iron curtain next step
in trade group relations?

Animosity over failed merger talks pervades IIAA meeting

By LAURA MAZZUCA

NEW ORLEANS—Once the glow of democracy
began to fade, the nations of Eastern Europe began
squabbling. And once the glow of economic unity
began to fade, their neighbors to the West began
wrangling.

Now the glow of trade group unity has begun to
fade and—you guessed it—the insurance agent as-
sociations have taken to squabbling.

Good feelings that had pervaded merger talks be-
tween the Independent Insurance Agents of
America and the National Assn. of Professional In-
surance Agents turned sour once the PIA unex-
pectedly pulled out of the talks early last month.

Those failed merger talks were the talk of the
annual ITAA convention last month.

On Sept. 1, PIA President Daniel J. Blum had
formally backed out, citing a lack of benefits from a
merger and accusing ITAA of simply wanting to
create “‘a bigger Big I.”

Less than two weeks later, on the opening day of
the ITAA convention, that group passed a resolution
rejecting PIA’s decision to end the talks and resolv-
ing to reopen talks when the PIA shows a “‘commit-
ment” to them. Also in the resolution was a pledge
to continue helping state chapters to merge.

In his opening address, R.C. Riley, outgoing IIAA
president, reiterated what he thought the benefits
of a proposed merger would be. Among them were
greater efficiency, the “clout’” of a united indepen-
dent agent position, and better products and ser-
vices.

“Since Sept. 1, when PIA ended two years of con-

_solidation talks, I have been asked many times if 1

am disappointed,” Mr. Riley said. “I am disap-
pointed because it does not fulfill a mandate from
you. It deprives you of the demonstrated benefits of
one organization speaking loudly and clearly on
your behalf.”

Jeffrey M. Yates, the IIAA’s executive vp, took a
harder line. In his address, he accused the PIA of
“deciding to serve two masters” by trying to in-
clude agents for direct-writing insurers in a new,
merged association.

“PIA has said that they left the talks because they
found no compelling reasons to consolidate,” Mr.
Yates said. “What about the nine states that have
bit the bullet and made consolidation happen? They
speak of the tremendous cost savings that have re-
sulted from their consolidations, the increased leg-
islative voice they have achieved, the streamlined
education and public relations benefits, and on and
on.”

So far, local chapters have officially merged in
Colorado, Kansas, Massachusetts, Michigan, Min-
nesota, Missouri, Oklahoma and West Virginia. Illi-
nois chapters are set to merge Jan. 1.

Incoming ITAA President Eric G. Gustafson,
chairman of Blake Insurance Agency Inc, in Ports-
mouth, N.H., vowed to dedicate his term to sup-
porting each state association, whether merged or
separate.

““Our job is to serve independent insurance
agents,” Mr. Gustafson said in his inaugural ad-
dress. “It doesn't matter which decal you have on
the front window of your shop; we support you and
what you do.”

At a press briefing during the convention, the
IIAA's Mr. Riley said that the PIA was never truly
committed to a consolidation. “PIA never got be-
yond just studying the feasibility of a merger,” he
said.

Before talks broke down, Mr. Riley suggested to
Mr. Blum that both groups adopt a ‘‘statement
of common commitment.”” This would have entailed
that both boards express a commitment to merge,
setting an April 1993 goal for completion and
agreeing to represent independent agents “with
room for participation” by others, including exclu-
sive agents. But that proposal was never adopted.

“We started these negotiations in good faith,
after surveying our members,” Mr. Riley said. “If
the members rise up and say that's what they want,
there will be consolidation.™

The subject of a merger was first broached in
1982. By 1990, the PIA lifted a 1983 “gag order”
on discussion of consolidation. This action came in
the wake of a push to merge by the Minnesota

Continued on next page
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Failed merger

Continued from previous page
chapters (A/BT, July 2, 1990;
Dec. 3, 1990).

Formal merger talks began in
August 1990. Only a year or so
later, Mr. Riley and Mr. Blum
were making association history
by appearing together at the
joint annual convention of the
IIAA and PIA of Colorado, where
they projected that a merger
would be complete by the 1992
convention (A/BT, Nov. 4, 1991).

But talks continued to stall
over membership and organiza-
tional structure, and an outside
facilitator was introduced to the
discussions in December 1991.

Although there was some fric-
tion on the subject of admitting
exclusive agents as members—

Agent/Broker Topics

which PIA favored—there was
no indication of a disagreement
before PIA finally axed the talks
in September, Mr. Gustafson
said. “What was said publicly
and what was done privately
were at variance,” he added.

Breaking off the talks has left
merged associations—and some
planning to merge—in a state of
confusion.

The governing boards of
merged associations, which ex-
pected national consolidation by
the end of this year, will now
have to choose whether they will
be affiliated with PIA, IIAA,
both or neither.

“We just cannot afford to pay
dues to both national associa-
tions,” said Christopher J. Pal-
lotta, president of the Profes-
sional Independent Insurance

In about 20 years
you might learn
everything there
is to know about
surplus lines
insurance...

hen you are presented
with a risk that is too

remember your best resource for
special or unusual risks . . . a

NAPSLO wholesale broker.

You can depend on a

complicated for your standard markets,

NAPSLO Wholesale Brokers

~ You can count on our experience.

NAPSLO encourages high standards
of integrity and professionalism.

Strengtben your ability to place
special risks. Make
contact with a NAPSLO
wholesale broker today.
For a list of NAPSLO

NAPSLO wholesale

broker's knowledge
and experience to
provide your firm

with access to new
and profitable markets.

®

.or, in about 20
seconds you can
call someone who
knows what you
need to know.

wholesale brokers in
your area, contact
NAPSLO Headquarters
at 5746 North Broadway,
Kansas City, MO 64116 or
call 816/455-3210.

Agents of West Virginia, which
merged on Jan. 1, 1992.

Dues also are problematic for
the merged Kansas chapters,
with 70% of the members be-
longing to both the ITAA and the
PIA.

The group proposed to the na-
tional PIA a dues structure based
on membership before consolida-
tion, rather than taking into ac-
count the “windfall’’ of new
IIAA members, said Gene A. El-
liott, director of the Professional
Independent Insurance Agents of
Kansas. But the national PIA
never approved the dues struc-
ture or the merger, he said.

“We're in a mode of limbo,”
said Mr. Elliott, who is also a
member of the PIA national
board. “We can’t afford to pay
double dues, and we feel ours
was a good compromise for both
associations.”

In August, the merged chapters
in Michigan began withholding
dues to both national associa-
tions “‘pending lack of movement
on the part of the nationals to-
ward a merger,”’ said George
Stancil, national director of the
ITAA who represents the Profes-
sional Independent Insurance
Agents of Michigan. The group
currently has about $467,000 in
escrow, he said.

But now that the talks are off,
“we can’t make a decision that
won’t make one segment of our
constituency unhappy,” added
Frederick C. Lewis, executive
director of the Michigan PITA.

Members of the Michigan
group and other consolidated
chapters are concerned that the
national associations’ ‘‘family
feud’ will spill over into the
“pleasant, harmonious” rela-
tionship at the state level, Mr.
Stancil said.

If PIIA of Michigan affiliates
with either the national ITAA or
PIA, it runs the risk of alienating
members who are affiliated with
the slighted association. “This
leaves us with a difficult di-
lemma. Speaking for Michigan,
we resent and reject it,”’ Mr.
Lewis added.

Michigan members polled so
far are voting 2-to-1 to affiliate
with ITAA, Mr. Stancil said.
“We're making a real effort to
make sure this is a member-
driven thing,” he said.

Many state mergers have in-
creased dues.

The merged Michigan group
pays total dues of about $460,000
to the national associations, Mr.
Lewis said. Before the Jan. 1
merger, Michigan agents had ap-
proved dues for the proposed
new entity that were higher than
those for either individual asso-
ciation. But agents who had be-
longed to both groups are coming
out significantly ahead. Since
Jan. 1, dues have risen an aver-
age of $50 a year for PIA mem-
bers and $75 a year for IIAA
members, said Mr. Lewis. Agents
who had been in both groups—
512 of the 1,300 total—are saving
$500 annually on dues.

In West Virginia, dues have in-
creased an average of $70 a year
for the 200-member merged
group, said Gray Marion, execu-
tive director of the PITA of West
Virginia. The group pays about
$60,000 in annual dues to both
national associations.

Members also are counted on a
full-agency basis under the new
organization. Before the merger
PIA members paid individual
dues of about $200 per year
while ITAA dues included all

Continued on page 160
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Continued from page 16B
agency employees, Mr. Marion
said.

What do members get in re-
turn for higher dues? Better state
lobbying efforts, expanded edu-
cational programs and services,
and improved committee sys-
tems, said Mr. Marion.

In fact, before the merger, no
PIA office existed in West Vir-
ginia; the association was man-
aged from PIA’s office in Ohio.

““There’s no downside to doing
this. The benefits are realized
immediately,” said Mr. Marion.

Similar benefits are already
evident in Kansas, said Mr. El-
liott, where the associations
merged Sept. 1. State lobbying
has improved and duplicated
education programs, which were
lightly attended, have been eli-
minated, he said.

Merged state associations say
they have also managed to avoid
what many insiders have long
blamed for failed merger efforts
nationally: ego problems. At the
state level, association officers
have not necessarily parceled out
authority among themselves,
said Mr. Lewis of Michigan. In-
stead, whole new boards of
directors have been created.

In fact, all that's needed for a
state merger is a 12-month bud-
get, a governance plan, and a fi-
nancial and legal study, added

| Stewart M. Borger, representa-

tive to the IIAA board of direc-
tors for West Virginia's PIIA.
Even the controversial issue of
whether or not to accept exclu-
sive agents as members—cited by
PIA as a major stumbling block
—need not derail mergers.
Merged groups have taken up the

‘There’s no downside
to doing this. The
benefits are realized
immediately,’
says Gray Marion.

issue after consolidation, said
Mr. Lewis.

Not all state chapters, though,
see formal mergers as critical.
Even without them, state groups
can enjoy many of the benefits,
said Judy Fletcher, executive vp
of the PIA of Nebraska.

The PIA already cooperates
with its ITAA counterpart on
joint educational and legislative
efforts, and will probably merge
conventions, Ms. Fletcher said.
“But we could do that anyway,
even if our basic principles don’t
agree.”

When the national talks broke
off, the Nebraska groups had
been studying consolidation for
about a year. They dropped their

5 TRACKING
?’\ﬂ\ and
CY”  ACCOUNTING SYSTEM
by Boots Software

Finally! An easy to Use Software Program to handle this
unwieldy but critical job. Specific versions & prices
tailored to the different needs of Carriers, General

Agents, Adjusters and Producers. IBM 386 compatidle,

For Further Information Please Call:

CompuSource
1(800)743-5045 Ext. 23

plans because they “had no plans
to merge without national ap-
proval,” she said. “If anything,
people are just glad that some
sort of a decision was made.”

Associations in other states

seem less willing to follow the
nationals’ lead.
- Take the PIA of Pennsylvania,
Maryland and Delaware. The
group, which still plans to merge
with its ITAA counterpart, issued
a scathing statement blaming
both national associations for
failure to merge and vowing to
continue its own merger efforts.

Or consider the Independent
Insurance Agents of Texas. When
the national talks collapsed, the
IIAA chapter, which had been
considering a state merger,
called on PIA members to “force
PIA leadership back to the nego-
tiating table,” or ‘join with ITAA
to fight for the future of all inde-
pendent agents.”

Whether or not this battle ery
will result in any disruptions or
walkouts during the upcoming
PIA national convention next
month in Orlando, however, is
still subject to speculation.

“Our intention is to continue
to work with PIA and see if
there's some way to work this
out,” said Mr. Elliott of the
merged Kansas association. “But
I think every state is going to
have to weigh it and do what
they think is best.”

Even within the PIA, “there’s a
real split” over merging, said Mr.
Marion of West Virginia’s PIIA,
peinting out that half of the PIA
executive committee voted to
continue talks.

In Michigan, where interest in
merging predates interest at the
national level, the groups will
continue to act in the best inter-
est of members, Mr. Stancil said.
“If national (PIA) thinks it can
come into Michigan and fly in
the face of a 95% mandate,
they’re very naive.”

“This was an idea whose time
had finally come,” agreed Mr.
Marion of West Virginia PIIA. “I
have no idea what will happen
in Orlando, but it will be inter-
esting.” [ ]

By specializing,
could insurers
threaten agents?

Overreaction seen to direct writer threat

By LAURA MAZZUCA

NEW ORLEANS—With direct
writers becoming an increasing
competitive threat in commercial
lines, insurers
must be careful
to avoid crip-
pling their dis-
tribution force
through over-
specialization, an insurance ex-
ecutive says.

James Cannon, president of
SAFECO Insurance Cos., warned
that there is a limit on how far
insurers can go with specializa-
tion before they begin to weaken
their distribution system by not
providing enough markets for
midmarket independent agents.

SAFECO, which maintains al-
most two-thirds of its business
and $1 billion in premiums in
personal lines, has long been
concerned about competition
from direct writers.

But now direct writers are also
beginning to take an increasing
interest in commercial lines. “If
you think commercial business is
competitive today, just wait,” he
warned during a panel discus-
sion at the annual Independent
Insurance Agents of America
convention last month.

In fact, State Farm Group em-
ploys the more Chartered Prop-
erty & Casualty Underwriters
than any other insurer, he noted.

Specialization, one of the in-
dustry’s current fallback com-
petitive strategies, will lead to
subspecialization in the future,
said Douglas W. Leatherdale,
president and chief executive of-
ficer of The St. Paul Cos. Inc.

Or Bryan. Or Bruce.

It's no accident that knowl-
edgeable agents and brokers
turn to the Brownyards when
private security agencies and
investigative firms turn to them
for insurance protection.

The Brownyard Group
created the first coverages tail-
ored to the Security Guard In-
dustry nearly 40 years ago, and |
has been the undisputed leader
in those coverages ever since.

Want the best in

security guard coverages?

Talk to Brendan.

Brendan Brownyard

21 Maple Avenue, CN9175 Bay Shore, NY 11706-9175
(B00) 645-5820  In NY: (516) 666-5050 & FAX: (516) 666-5723

Private security and investi-
gative firms across the nation
enjoy “Brownyard Engineered”
coverages—underwritten by
insurers rated A+ (Class XV)
by AM. Best. Give your clients
the same.
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Talk to the
Brownyards.
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Insurers will see more niches
they are willing to invest in, be-
cause ‘“‘you simply can’t be
everything to everybody and do
it well.”

While “it’s a certainty that our
industry will continue its focus
on what we do best,” specializa-
tion will not just stop at product
niches, said Fredric G. Marziano,
vp of Continental Corp. and
president of its agency and bro-
kerage group. At Continental,
specialization includes geogra-
phic regions and selectivity in
producers.

Ten years ago the insurer had
an agency force of 11,000. Now it
gets most of it business—72%—
from 1,100 “Circle” preferred
agents. Continental, which is the
second-largest commercial pack-
age writer after State Farm, will
continue to focus on the pre-
ferred agents to reduce expenses
and improve retentions, he said.

But pointing out the downside
of specialization, Mr. Cannon
said SAFECO must appoint six
independent agents to get the
volume that State Farm gets
from one agent. This makes the
case for diversification rather
than specialization, he said.

Because ‘“‘agents specialize in
people in their community,”
many can’t specialize in lines of
insurance and must have con-
tracts with insurers that can be
all things to all people, added
Eric G. Gustafson, chairman of
Blake Insurance Agency Inc. in
Portsmouth, N.H. Most of the
ITAA’s 280,000 members are
small producers and need insur-
ers to provide them with a wide
range of products.

And while it’s true that direct
writers are making inroads into
independent agents’ market
share, ‘“It's not because the cus-
tomers have left us, but we’ve
left them™ by not providing
enough markets to place all of
their business, he said.

In order to usurp the directs
writers’ market share, indepen-
dent agents and insurers must
cooperate to bring operating
costs down, he said.

Maintaining the competitive
edge was not the only survival
issue the panelists discussed. In-
surer chief executive officers
speculated on how natural disas-
ters like Hurricanes Andrew and
Iniki—and man-made problems
like insurer solvency legislation
—would affect the industry.

While it’s still too early to pre-
dict the magnitude of the effect
of the hurricanes, “logic would
suggest there has to be an im-
pact, particularly on the prop-
erty side,”” Mr. Marziano said.

The disasters will almost cer-
tainly affect reinsurance pricing
and availability, beginning with
January, April and July 1993
treaty renewals, he said. In fact,
Continental Corp. announced
late last month that it would stop
writing reinsurance business and
sell its Continental Reinsurance
Corp. unit (BI, Sept. 28).

The 8t. Paul Cos., which has a

Continued on next page
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presence in reinsurance under-
writing, is having difficulty find-
ing retrocessional coverage,
especially for catastrophic trea-
ties, said Mr. Leatherdale.

The biggest impact on the pri-

mary market will probably be
“some diminution of capacity,”
he said. .

SAFECO, which sustained
about $125 million in losses from
the Oakland, Calif., fires last
year, is hoping not to be affected
by the “precedent-setting string"
of catastrophes, said Mr. Can-

° non.

However, insurance agents
should pride themselves on the
job they did in the wake of the
hurricanes, commented Mr. Gus-
tafson, the new president of the
ITIAA. !
In fact, agents were on the
scene in Florida even before the
Federal Emergency Management
Agency, he said. The insurance
industry should “tell the public
in a nice way what has been
done,” he added.

On legislative issues, the pan-
elists agreed that the insurance
industry must be more active in
presenting its case to the pub-
lic.

“The record shows that we un-
derstand what those key issues
are, but we’ve failed miserably to
get the insurance consumer to do
something about it,’”" said Mr.
Cannon.

A “‘great object lesson” was the
passage of Proposition 103 in
California, when the insurance
industry was not aggressive
enough in mounting a campaign
against the initiative.

Grass-roots efforts by the in-
dustry should communicate to
the public that state legislatures
are dominated by lawyers, whose
own agenda is being promoted in
the passage of legislation such as
proposals involving rate roll-
backs and freezes, said Robert L.
Bailey, president and CEO of
State Auto Insurance Co.

For example, the workers com-
pensation system was originally
devised as a no-fault program,
“but it has deteriorated to a
giveaway system,” said Mr. Mar-
ziano of Continental, which
writes about $1 billion in work-
ers compensation coverage per
year.

In the 1920s, experts identified
59 forms of stress. Today, the
types of stress have grown to in-
clude 292 categories, which are
compensable in some states for
workers compensation.

But the insurance industry
must address its concerns ‘‘to
someone other than insurance in-
siders,” noted Mr. Marziano of
Continental. :

While agent associations and
others are doing a good job of
lobbying Congress, a personal
letter to a congressman is just as
important, he said.

The insurance industry needs
to become more sophisticated in
using the media “the way every-
one else does” to get its message
across—through sound bites, ad-
vertising and other forms of
communication.

The agent’s relationship with
consumers puts them in a unique
position to get the industry’s
message across.

“Money is not the key factor in
this,”” Mr. Bailey told agents.
“When you people get riled up
about issues, things happen.”

However, “no magic solution”
exists for complex legislative

" issues, said St. Paul's Mr. Leath-

erdale.

The insurance industry should
try to identify proposals that
would reduce costs, “but not
without seriously reducing ac-
cess to the system,” he said.

And while the push for fed-

I

" Agents should pride themselves on the job they
did in the wake of the hurricanes, says Mr..
Gustafson, the new IIAA president. The insurance
industry should ‘tell the public in a nice way what
] has been done.”

L

eral regulation of insurer sol-
vency is not as strong now as it
was earlier in the year, “it’s
naive to assume that there won't
be some form of federal regula-

tion,” Mr. Leatherdale said.
Although Mr. Leatherdale said
that the insurance regulation bill
sponsored by Sen. John Dingell,
D-Mich., is well-structured and
“the best I've seen, addressing

— |

key issues in a rational fashion,”

the panelists agreed the legisla- -

tion’s fatal flaw is the separation
of solvency and rate regulation
(BI, April 20). [
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After two years, PIA chose to end con-
solidation discussions with IIAA. The
reason? Most notably, PIA wants to pur-
sue the impossible task of serving two
masters — independent agents and
their competitors, the direct writers.

In addition, PIA says it could find
“no compelling reasons” to consoli-
date with ITAA. This flies in the face
of the success of those states that
have achieved consolidation. Not
only have they realized significant
savings both in dollars and staff
time, but they are also reaping
the rewards of a strong, unified
voice with consumers, legislators
and regulators — a voice
that is not fragmented or weakened
by unproductive competition.

The PIA has stopped
the consolidation talks—
but not IIAA's commitment

- to theindependent agent.

ITAA believes that independent
agents should have their own
unified, dedicated voice.
Not only because it
is in the best inter-
est of its members, but
also because over 90

percent of independent
agents have demanded it.

On September 13, IIAA’s National Board
of State Directors unanimously “rejected”

strength of a unified voice. And it will
actively support and assist each of its

state associations — merged or unmerged
— to ensure the strength and prosperity
of the independent
agency system...now and
into the future.

~a TM

INDEPENDENT INSURANCE AGENTS
THE VOICE OF THE INDEPENDENT AGENT

We “Reject’ >the PIA Action

PIA’s withdrawal from
merger negotiations and
restated its commitment to .
creating one organization

advocating the unique
. interests of INDEPENDENT -
insurance agents.

One thing has not changed:
IIAA’s commitment to the indepen-
dent agent. ITAA will continue to be
the unrelenting advocate for indepen-
dent insurance agents. It will continue
to strive to give independent agents
across the country the power and
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Needed: Young, energetic producers

Cultivating new talent is vital to agencies’ growth and success

By LAURA MAZZUCA

NEW ORLEANS—Many more
independent agencies will fall
victim to forced sale or bank-
ruptey unless
aganzs become
‘more aggressive
and creative in
hiring new pro-
ducers, a con-

sultant said.

“It’s easy to start :n the insur-
ance business. but it may be the
last creative thing you’ll ever
do,” said Richard M. Womack,
director of consulting services

for The St. Paul Cos. Inc.

Too many agency principals
believe they must keep a tight
rein on their businesses, refusir.g
to delegate authority or to thirk
about perpetuation or shared
ownership, Mr. Womack said at
the annual Independent Insur-
ance Agents of America conven-
tion last month.

Others who have children in
the business may rely on them,
even if they are unwilling or un-
able to carry the agency into the
future. Still others cripple their
children's efforts to find their
own identity within the agency.

Indeed, one-third of today’s
agencies will disappear by the
year 2300. victims of a constantly
constricting business and agents’
own lack of foresight, Mr. Wo-
mack predicted.

Because of this, Mr. Womack
said, “You have to go after young
people tc take your agency to the
next level.”

Mr. Womack, who helped de-
velop St. Paul’s New Producer
Program for its Top Brass pre-
ferred agents—composed of
those who meet certain volume
requirements— has based the
new program on his own experi-

ence in the agency business.

His philosophy was: “I know I
can’t sell, so I'll find somebody
who can,” which fostered the
success of Birmingham, Ala.-
based McGriff, Seibels & Wil-
liams Inc., where Mr. Womack
had been a principal since 1974.
The brokerage ranked 23rd
among Business Insurance’s 100
largest U.S. brokers based on
1991 revenues (BI, June 29).

When Mr. Womack joined
McGriff, its annual revenues
were $800,000. Today, that figure
has grown to more than $35 mil-
lion, largely because “there was
a base of people to carry the
business forward,” he explained.
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St. Paul’s program assists
principals in recruiting and
training new young producers.
Since it was established in 1989,
25 producers have “‘graduated”
from the program. Of that num-
ber, only four have left their
agencies, and one simply
changed agencies, Mr. Womack
said.

None of the recruits had any
insurance background, a re-
quirement Mr. Womack believes
is designed for filling the com-
pany ranks rather than selling
insurance in an agency. Simi-
larly, “He doesn’t have to be a
Phi Beta Kappa or a CPCU. That
doesn’t help you sell anything,”
he said.

The first step is for the agency
principal to take a hard look at
the agency’'s current sales cul-
ture. Are the principals—the
agency’s current owners—doing
most of the selling? Is business
produced using passive methods,
like referrals and walk-ins? If so,
the agency needs to shift its em-
phasis to more pro-active sales
methods by actively soliciting
referrals with target selling,
sales centers, account rounding
and plain old cold calling—
which most agency principals
don’t have the time or the desire
to do.

“Cold calling is anathema. No-
body wants to do it, so hire
somebody who will,” Mr. Wo-
mack said.

But agents shoot themselves in
the foot before they even start
recruiting if they discourage
young people from entering the
business by complaining about
market conditions. )

“It’s a tough job recruiting be-
cause they don’t like your indus-
try,”” Mr. Womack said. “Yet
we've got a great story to tell.”

Principals must not settle for
less than the best when hiring a
producer, he said. This standard
also means weeding out inferior
producers already on staff who
are dragging down morale and
who will serve as a negative role
model.

“The price for accepting weak

Continued on next page
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or marginal producers is a sick
sales culture that spoils the en-
tire agency” and results in low
sales, low profits and no peroet-
uation, Mr. Womack warned.

The agency principal ire-
quently doubles as the sales
manager, and as such. must re-
cruit quality producers, establish
and maintain expectations, ac-
cept only top performances, help
producers set annual goals. act
as mentor, maintain a posizive
image and establish management
culture, he said.

Principals can find prospec:ive
producers virtually anywhere:
recent college graduates can be
contacted. as well as direct writ-
ers, other independent agencies
and brokers, recruiters and even
the children of business asseci-
ates and friends.

And now is a good time to hire
because the poor job marke: is
causing many graduates to leave
college without jobs lined up. Di-
rect writers also are a gecod
source for recruiting because
they are underpaid, Mr. Womack
said. And. because an indepzn-
dent agency eventually can cifer
producers ownership, they ac-
tually have a hiring edge over al-
phabet-house brokerages.

When recruiting, principals
'should lock for the “Four E’s™:
ego, empathy, economic incen-
tive and energy. “If they lack
any one of these, throw tham
back.” he said.

Plenty of personality profile
tests are geared to the insurance
industry, or a principal can even
take the prospective recruit’s
profile results to a local psychol-
ogist for an evaluation.

The employer must also care-
fully interview the prospective
producer and check references.

Agents’ congressional bids

Continued from page 16A
They know the ropes

For most agents running this
year, politics is nothing new.
Many have been initiated
through stints on school boards
and charitable organizations.

Some even hail from political
families. Mr. Holden's father, Jo-
seph, served four terms as county
commissioner. The younger Hol-
den, in addition to serving two
terms as county sheriff, also
worked as a sergeant-at-arms for
the Pennsylvania House of Rep-
resentatives.

Mr. Palermo, president of Wm.
G. Palermo Inc. in Linden, N.J.—
the agency his father founded in

Ani the agenzy must provide
its >wn “Foir E's”’—employ-
ment, educatior.,, empowerment
and encourzgemant. ‘‘That’s your
part in the pley If you don't do
that. vou'll have a youngster who
will leave, and if they succeed
somzwhere else they will hurt
you.™*

Once you ve :dentified a good
potertial procuzer, attract him
or her witk. tha right package,
inclading gocd compensation,
equity in the business, prestige
and titles, and management
input:

Alsd be sare :> provide train-
ing after the p-aducer is hired.
At MeGriff Seikels, Mr. Womack
put rew produczers through a
six-month tra:ning course in
evary depsrtmant, then sent
them to an :nsurer's home office
school for three weeks of techni-
cal krowledze.

To get the oroducer on the
right track from the start, “fire
them the day ycu hire them' by
makir.g it clear thaz they must be
praducing three times their sal-
ary in two years, or they will be
term:nated, Mr Womack said.

He also d:sccurages principals
from paying producers strictly
on commission since they resent
the percentage the agency takes
and “zhey are rever on the team.
Put everybody on salary, and put
salesmeen on a benus system.”

When managing producers,
salas managers should set high
expecations and provide a sup-
portive atmosphsr2 by helping
them with lzads. But it must be
made clear that every producer is
exgpected to show growth.

“It's a long-term, never-ending
process,” Mr. Waomack said. But
if vou successfully train one
young producer, you will want to
repeat the process. a

1944—credits his brother for
getting him involved in politics
in the early 1980s. Mr. Palermo
has been commissioner of the
Linden Housing Authority and
chairman of the Linden Republi-
can City Committee. He also lost
a 1983 bid for the state Senate.
Mr. Kingston has been repre-
senting his district in the Geor-
gia General Assembly since 1984
and has served on the insurance
committee for four years.
Predictably, most of these
agents hold pro-business views.
Mr. Musselwhite is a staunch
believer in welfare reform
through “workfare” and educa-
tion, supports a constitutional
Continued on next page

Mardi Gras fever
hits IIAA meeting

NEW ORLEANS—More than
1,000 people converged on the
Crescent City Sept. 13-17 for the
97th annual convention of the
Independent Insurance Agents of
America.

Those at-
tending the
convention
had to con-
tend with un-
ruly fans of the Chicago Bears
(who played the New Orleans
Saints that weekend) and drizzly
weather if they wanted to stroll
down Bourbon Street.

But to enjoy a taste of Mardi
Gras they had to go only as far as
the New Orleans Hilton River-
side Towers. The convention’s
opening party featured an elabo-
‘rate parade—led by two New
Orleans police officers on motor-
cycles—including a local march-
ing band, a float featuring
Swamp Thing and costumed
ladies tossing out Mardi Gras
beads and ITAA coins.

Featured speakers covered the
spectrum, from Terry Anderson,
the former Associated Press
Beirut bureau chief who was
held hostage in the Middle East,
to Oliver North. Mr. North sat on
a panel moderated by the ITIAA’s
senior vp of government affairs,
Paul E. Equale, which included
Morton M. Kondracke, a
“McLaughlin Group™” regular
and a New Republic editor.

Ex-NFL football referee Art
Holst and college basketball an-
alyst Dick Vitale rounded out the
special speakers.

Workshops topics included
“Meeting Customers’ Needs,”
“Securing a Company Appoint-
ment” and “The Truth About
Flood Insurance.” An exhibit
hall featured 93 booths.

Next year’s convention will be
held Sept. 11-15 in San Fran-
cisco. For more information,
contact Jeffrey Etzkin, director
of conventions, 703-706-5406.

B To prevent fraud and re-injury
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second injury funds
1 a subsequent injury occurs and the worker has not
been qualified, access to state funds may be denied.
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most Canadian provinces available.
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Get with
the program.
Get Allied.
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We live in a
litigious society
where even the
best lawyers get
sued. When it
happens, lawyers
want the most secure and
comprehensive coverage avail-
able. Jamison Special Risk, Inc.
underwrites first class insurance
Sfor first class law firms.

Because we're under-
writing and issuing the policies,
you and your clients can expect a
quick response, which saves
both tme and the bottom line!
Our people have years of

experience with
professional
liability risks and
offer substantial
expertise in legal
insurance issues.

As a facility manager for an
international insurance giant,
Jamison Special Risk offers a
competitive edge in both
coverage and service.

For more information on
how you can help those lawyers
who say they don't really need
any, call Sean Partwell today at
Jamison Special Risk, Inc.:
201/731-2092.

JSR

Jamison Special Risk, Inc.
300 Executive Drive, West Orange, New Jersey 07052
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Agent/Broker Topics

Congressional bids

Continued from previous page
amendment to balance the kud-
get and favors “‘an immeciate 5%
cut in federal administrazive
spending.”

Mr. Palermo has been actively
lobbying on insurance issues,
especially auto insurance reform,
in the New Jersey Legislazure for
years. He deseribes his onponent
for the 10th District seat, Rep.
Payne, as a “‘typical liberal Cem-
ocrat,”” a ‘‘big spender” ‘who
voted for bills that would cost
the taxpayers money.

“We've got to overcome Demo-
cratic control of the House,”

PRODUCER

SUPPORT SERVICE

We target market commerc al
lines and provide producers
with custom programs, incluzing:
expirations, preapproach le'ters
and appointment schedules. All
work is performed by licensad
insurance professionals.

For more information - please cal
Brownlee Marketing and Advertising
1122 Kimberton Road, Phoenixville. PA ~9460
(215) 933-8807

warned Mr. Palermo, who favors
limits on House and Senate
terms, a line-item veto and the
balanced budget amendment,
which Rep. Payne voted against.
“We should try to make some
changes in the way Congress
conducts business.”

Mr. Kingston, too, is a voice
for free market economics, who
calls the proposed mandatory
family leave bill “anti-business.”

“I'm concerned about what
laws do to business,” he said.
“We need more business people
in office, and we have to have
less regulation of business and
let the market do its thing.”

Seeking to distinguish himself
from some other Republicans,
Mr. Kingston insists he is “not
trying to define what is right and
wrong,” but he also supports a
“return to traditional values and
work ethics. . .like getting to
work on time.”

His opponent is Barbara
Christmas, a school board mem-
bers who is ‘‘using her name to
full advantage” in the campaign.

Ms. Christmas supports and is
supported by House Speaker
Thomas S. Foley, D-Wash., and
is endorsed ‘‘by all the other
{Democratic) good old boys,” Mr.

Kingston said.

“Right now it's time for a
change. This area is generally
conservative, and we need busi-
ness people in office.”

Like most agent-candidates,
Mr. Kingston relies on agency as-
sociates to handle his book of
business while he’s out stump-
ing.

“I'm not even trying to do
both,” he added. If he wins, he
plans to take a leave of absence
from the business, but he intends
to remain with Palmer when his
political career ends.

Mr. Palermo depends on his
brother and son-in-law, both
partners in the agency, to pick
up the slack while he’s cam-
paigning. If he wins, they will
carry the business until his term
is up.

The name of the game: money

But most candidates say that
while their campaigns are going
well, their main concern is mon-
etary.

Take, for example, Mr. Pa-
lermo, a Republican in a district
where Democrats outnumber Re-
publicans nearly 5-to-1. He has
requested support from the agent
associations but has not heard

er 50 of our
capital at risk.
And not one
penny of 1t
covered for
unexpected
credit losses.”

You insure a

gainst

every other major risk.

Accounts receivable is a critical component of your
balance sheet. Yet you insure against property loss,
liability and other unpredictable, high-exposure evens...
and take all the risk on unexpected credit write-offs.

In today’s complex world of business, unforeseen
events increasingly make even the most reliable
customer unable to pay, no matter how good
the initial credit decision was.

Why continue taking 100% of the risk of unexpected
credit write-offs when there is a proven, affordable
solution: business credit insurance from

the industry leader, ACI.

ACI can assist you in determining the right amount
of risk to keep and risk to share. And the cost is
generally just a fraction of one percent of covered sales.

Look into insurin% ]
one of your largest risks

with a partner you can trust.

Find our why thousands of companies across the
nation rely on ACI to cover nearly $40 billion in sales.
Call now for more information.

American Credit Indemnity

acompany of
nB ThcDun&'ﬂmdmcel(mpomlmn

Call 1-800-659-6500

from them. Well aware that most
political action committee dol-
lars will go to the incumbent or
the clear favorite, Mr. Palermo
has had to assemble his war
chest mostly from family, friends
and business associates.

Even an endorsement is not
enough. “Our work is appre-
ciated and encouraged, but the
most important thing I can do in
the Beltway is raise money for
these candidates,” said NACSA's
Mr. Wood.

When evaluating a candidate
for endorsement, PIA contacts its
state affiliates for a perspective
on the candidate and his oppo-
nent, Ms. Olsen said.

“We give special consideration
to those agents who come to
town and seek to meet with us,”
she added.

And the way lobbying works in
Washington, agent candidates
are not only supported by agent
associations. Other PACs that
have contributed to some of
these candidates include those
connected with energy, chain
drug stores and convenience
stores, and auto dealers, Mr.
Wood said.

Both the Independent Insur-

PR
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ance Agents of America and
NACSA are supporting Mr.
Kingston, who “not only knows
the industry, but from a regula-
tory standpoint, understands the
industry extremely well,” Mr.
Wood said. This knowledge
would allow Mr. Kingston to
“raise the quality of debate” on
issues like the federal regulation
of insurance.

Not that NACSA and Mr.
Kingston see eye to eye on every-
thing. The candidate opposes all
federal regulation of insurance;
the trade group takes a
‘“‘progressive stand’’ on some
proposals for a federal oversight
role.

The organization has also set a
“personal priority” on behalf of
Mr. Musselwhite, a Democrat
who represents ‘‘a key swing vote
for us,” Mr. Wood added.

Despite its congressional en-
dorsements, NACSA, as a mat-
ter of policy makes no endorse-
ments in the presidential race.
Mr. Wood noted, though, that the
group planned a straw poll at its
upcoming convention, and it was
safe to assume that President
Bush would win—at least in that
race, ]
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People or beans?

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.

Accordingly, 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.

Recently, for example,
94% of the members
enrolled in our healthplan rated their physicians highly. 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 pa1d for results CIGNA

AREID it




Helmsman's corporate posture
when It comes 1o
adapting fo your business.

At Helmsman, we know that each business has
unique self-insurance needs. So we’ve built a flexible
portfolio of products. We can tailor a self-insurance
plan to meet your needs for loss control, claims and
management information. Not only are we flexible, but
as part of the Liberty Mutual Insurance Group we have
over 80 years of experience confrolling workplace
injuries and managing claim costs effectively.

Helmsman offers two approaches to self-insured
customers. Our proven full-service program includes
coordinated claims administration, loss control and
a risk information system. This program attacks the
full range of workplace safety issues and injury
costs. The end result is a lower final cost for your

e

self-insurance program by reducing lost time, control-
ling medical payments and improving workplace
safety. |

- In addition fo our full-service program, Helmsman
offers customized claims, loss control or risk infor-
mation confracts. The claims component contains
effective managed care functions. The loss control
contract has state-of-the-art engineering programs to
help reduce loss, and the risk information contract
provides Riskirac; a comprehensive risk information
system.

So when you're in need of the highest quality self-
insurance services, remember, at Helmsman we're
always in the best position to help you.

wmw Helmsman
: Management
Services, Inc.

© Helmsman Management Services, Inc., is a wholly owned subsidiary of Liberty Mutual Insurance Group




ASK A BENEFIT ACTUARY

New Medigap policies
are worth a second look

Are Medigap policies an
~alternative for employer-
sponsored retiree medical
plans?

With the 1993 effective date of
FAS 106 fast approaching, a
benefits manager for a
corporation that sponsors a
retiree medical plan came to me
to evaluate an interesting plan
design alternative. The
corporation currently sponsors a
retiree medical plan for current and future retirees
and wants to get out of the retiree medical
insurance business to the extent possible.

The benefit manager’s idea is to provide future
retirees who are Medicare-eligible with a fixed
monthly amount ($60, for example) to reimburse
premiums incurred by the retiree for a Medigap
policy. This is a health insurance policy that covers
Medicare-eligible retirees and pays many of the
medical expenses not covered by Medicare. The
reimbursement would be provided for the retiree’s
lifetime, assuming the retiree continues to pay
Medigap premiums. The Medigap policy would be
purchased from an insurance company separate
from the corporate plan sponsor providing the
monthly reimbursement.

I had considered such an approach several years
ago. At the time, this approach lacked appeal
because of the state of the market for Medigap
policies. Benefit coverages varied widely. Some
policies had low scheduled benefits, while others
paid nearly everything not covered by Medicare.
Since the benefits under two policies were not
comparable, a retiree had a difficult time
purchasing a policy at a fair price. Consequently, it
would have been unwise for a corporate plan

sponsor to build a retiree medical program around
Medigap policies.

But the Omnibus Budget Reconciliation Act of
1989 has changed that. This federal legislation
provides strong incentives to the states to adopt the
National Assn. of Insurance Commissioners’ model
regulation for Medigap policies. This model
regulation requires that Medigap policies sold in an
adopting state must contain several highly desirable
features for retirees:

@ The regulation describes 10 model Medigap
policies, labeled policies A through J. Each policy
provides the same core benefits. Policy A provides
only core benefits, while the remaining policies
contain a mix of optional benefits such as
reimbursement for certain prescription drugs and
personal home care. A health insurer can only sell
policies that are identical to those that the state has
approved for sale. No other Medigap policies can be
sold. Consequently, a retiree can make an
“‘apples-to-apples” comparison of premiums from
different insurers who are issuing the same model
policy. This has created more of a price competitive
market for Medigap policies.

® An insurer selling Medigap policies cannot
refuse to offer coverage to an individual during the
six-month period following the time the individual
becomes eligible for Medicare. If an individual
becomes eligible for Medicare while employed, the
six-month window starts at employment
termination.

® The model regulation specifies minimum claims
loss ratios, limiting an insurer’s profit on these
policies.

® The insurer can exclude from coverage a
person's pre-existing condition, but the exclusion
must lapse after coverage has been in force for six
months.

® The policies are guaranteed renewable, and
cannot be canceled on account of an individual’s
health or claims experience. They cannot even be
canceled on a class basis as long as an individual
continues to pay the required premiums.

® The insurer has the right to increase premiums,
but only for classes of individuals. Premiums cannot
be increased only for individuals with high claims
experience. '

With these changes brought about by the 1989
budget law, a retiree medical plan sponsor might
reasonably offer its employees incentives to buy
Medigap policies and achieve several favorable
results. By directing retirees to a third-party
insurer, a corporation is able to discontinue its
function as an insurance company for its
Medicare-eligible retirees. By promising only a
fixed monthly amount to reimburse Medigap
premiums, a corporation has removed medical trend
in the calculations of its post-65 liabilities. By
offering premium reimbursement, the employer
allows the retiree to choose the particular Medigap
model policy that best fits the retiree’s financial
circumstances, and the reimbursement provided
comes to the retiree as non-taxable income. This
approach appears to offer both the corporate
sponsor and retirees many advantages.

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

Ask A Casualty Actuary, Ask A Benefit Actuary,

Ask A Benefit Manager and Ask A Risk Manager
answer written questions from readers on risk and
benefits management issues and actuarial problems.

This month’s column on actuarial
issues in the benefits field is written
by William J. Miner, an actuary with
The Wyatt Co. in Chicago. Richard E.
Sherman, president of Pacific
Actuarial Resources (PAR) Excellence
in Ashland, Ore., answers actuarial
questions in the casualty field. Susan
M. Werner, director of risk
management at Hardee’s Food
Systems Inc. in Rocky Mount, N.C.,
answers risk management questions.

Dennis J. Nirtaut, manager of
employee benefits at Continental Bank Corp. in
Chicago, answers questions on employee benefit plans.
Mr. Miner’s and Mr. Sherman’s columns appear
alternately on the first Monday of each month. Ms.
Werner’s and Mr. Nirtaut’s columns appear alternately
on the second Monday of each month. Mr. Miner’s next
column will appear in December.

Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611. Please give us your
name, title and employer; however, Business Insurance
will consider unsigned letters.

Nir. Miner

Court allows comp claim for chiropractic services

The Supreme Court of Mississippi
held that chiropractic services as such
were not excluded as compensable
medical treatment under the Workers
Compensation Act,

While employed, Earnestine White
slipped and fell in February 1986,
injuring her shoulder and lower back.
She was then treated by her own
physician, a general practitioner, until
April 22, 1986. Ms. White also
consulted an orthopedic surgeon who
treated her from April 25 through
June 17 of that year. She returned to
work on June 2, 1986. Ms. White's
general practitioner also referred her
to an orthopedist who treated her from
Feb. 23, 1987, to March 9, 1987.

-In addition, during this period Ms.
White saw a chiropractor from Sept.
18, 1986, until April 2, 1987. His bill
was nearly $3,000. The chiropractic
service was disallowed in her
compensation claim.

The administrative law judge also
ruled that Ms. White's employer and
insurer were not liable for payment of
any services rendered by the
chiropractor. The state compensation

commission agreed. She appealed and
lost again in the trial court.

The state Supreme Court said there
¢, . .is a broad public policy behind
the Act to provide the necessary
treatment to restore the injured
worker to health and productivity.”
The court emphasized that the
commission’s focus should be to ask if
the treatment was necessary and the
charges were reasonable. According to
the court, if both questions are
answered in the affirmative, Ms. White
could not be denied benefits solely
because the service was rendered by a
licensed chiropractor. The case was
returned to the commission for further
proceedings.

White vs. Hattiesburg Cable Co.,
Supreme Court of Mississippi, Oct. 30,
1991, Rehearing denied Jan. 15, 1992
(B1/04/0.-§10).

Mental disorder not compensable

A mental disorder caused by the
stress of attending a disciplinary

process was not a compensable
occupational disease, according to the
Court of Appeals of Oregon.

Katherine E. Thrash worked as a
police officer for the city of Sweet
Home. In 1986, she was diagnosed
with multiple sclerosis and was
reassigned to drive an ambulance. In
March 1988 she became a full-time
police department dispatcher. In May
1989 she received a call from a doctor
requesting an ambulance for a
comatose 90-year-old woman. She
neglected to dispatch an ambulance
until more than an hour later when the
doctor called a second time. Ms.
Thrash failed to report the incident on
advice of her union representative, but
the incident was investigated
following a complaint from the doctor.
This led to a disciplinary action
resulting in Ms. Thrash being
suspended without pay for an
equivalent of three days.

Ms. Thrash filed a claim for workers
compensation benefits alleging
psychological and physical
difficulties. The state compensation
board denied her claim, but she

appealed that decision.

The appellate court agreed with the
board’s conclusion that although Ms.
Thrash suffered from an adjustment
disorder and had experienced real
stress in her employment, her
condition was not compensable as an
occupational disease because she had
not established that her employment
was ‘‘a material contributing cause’ of
her mental disorder. The court
emphasized that medical testimony
supported the conclusion that it was
the disciplinary aspects of the
incident, particularly the suspension
without pay, that were the significant
factors in causing her distress.

Thrash vs. City of Sweet Home,
Court of Appeals of Oregon, Jan. 22,
1992 (BI/02/).-$10).

These abstracts were prepared by
Mayo H. Stiegler. Copies of these
decisions are available by sending a
$10 check payable to Mayo H. Stiegler
to Business Insurance, 740 N. Rush St.,
Chicago, Ill. 60611-2590. List the
number for each opinion.
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AIDS survey

Continued from page 1

complete or erroneous death cer-
tificate information, the survey
authors note.

And, they note, the survey does
not include claims paid by self-
insured employers or by Blue
Cross/Blue Shield plans. Nor

does it include deductibles and
other out-of-pocket payments
made by AIDS patients.

Also, consultants point out
that the estimates do not take
into account costs associated
with lost work time and reduced
employee productivity for work-
ers suffering from acquired im-
mune deficiency syndrome or

AIDS-related illnesses.

‘“We still haven’t solved the
problem of people dying of
AIDS,"” pointed out Joel Kavet, a
principal with William M.
Mercer Inc. in Washington. “But
improvements in our ability to
manage the treatment of the dis-
ease” have helped moderate the
cost of group health insurance

——

Hermitage Insurance Company
A Specialty Insurance Company |
Serving Professional E & S

Wholesalers

AM. Best Rating B +

(AAMGA)"

White Plains, NY
TEL. (914) 683-8008
FAX: (914) 683-8245

ASSOCIATE MEMBER
AMERICAN ASSOCIATION OF
MANAGING CENERAL AGENTS

There’s a big, important change in personal directors and officers liability insurance.
For the first time, you can fill gaps, remove exclusions, add or replace excess layers,
and insure against situations when primary coverage or indemnification won't, or
can't, respond. All for the protection of the personal assets of directors and officers.
All with a single, domestic, wraparound policy. Call your broker immediately, or
contact Aetna/Executive Risk at 203-244-8900.

Introducing Broad Form Directors and Officers Liability

[Etna

Insurance from Executive Risk Management Associates.

claims for AIDS.

Drug therapies that improve
the quality of life for AIDS pa-
tients and enable them to forego
hospitalization have helped tem-
per group health claim costs, he
said.

For example, the price of AZT,
the most popular drug used to
treat HIV-positive people, has
fallen significantly over the last
decade, Mr. Kavet explained.
Lower doses are also being used
to obtain the same effects, which
also has cut costs.

Another factor in tempering
AIDS-related group health
claims has been the ‘“increased
use of large-case management,”
said John Hickey, a partner with
Kwasha Lipton in Fort Lee, N.J.

Typical case management pro-
grams “‘assign patient advocates
to certain diseases, like AIDS
and cancer, that entail large pur-
chases of medical care,” he said.
Those advocates are trained to
direct patients to the most cost-
effective, quality providers.

“The research leaves little
doubt that costs have come down
over time because we've gotten
smarter about (treatment),” Mr.
Kavet said.

Initial cost estimates were high
because researchers knew little
about how the disease would
progress, he said. “It's important
to know that earlier projections
that AIDS would swallow the
health budget whole are not

| true.”

The trend toward self-insur-
ance may also explain why
AIDS-related group health in-
surance claims have moderated,
pointed out Jude Payne, director
of public health policy for the
HIAA.

Nearly two in three U.S. em-
ployers self-insured their medi-
cal plans in 1991, according to A.
Foster Higgins & Co. (BI, Jan.
5T

The ACLI/HIAA survey also
reported that AIDS-related
group health claims now account
for 1.3% of overall claims costs,
down slightly from 1.4% in 1990.

That moderation does not re-
flect trends among the uninsured
population, though. Health costs
probably are increasing at a fas-
ter pace for uninsured people

with the disease, said Mr. Kevet.

Health insurance costs have
been moderating even though
mortality rates for people with
AIDS have have not improved.

The federal Centers for Disease
Control reports that of the
230,000 people diagnosed with
AIDS since the beginning of the
epidemie, 150,000—or roughly
66%—have died.

Individual life insurance
claims are growing at a slower
pace than group life insurance
claims, noted Michael Cowell, vp
and corporate affairs actuary for
UNUM Life Insurance Co. in
Portland, Maine. Individual
AIDS-related life insurance

‘Projections that
AIDS would swallow
the health budget
whole aren’t true,’
says Mr. Kavet.

claims accounted for 2.3% of life
insurers’ total claims, up from
1.2% in 1987. Meanwhile, group
AIDS-related life insurance
claims totaled 3.9% of life insur-
ers’ total claims, up from 1.4% in
1987.

“The group life statistics of
AIDS claims as a percent of total
claims more closely mirror the
epidemic in the general popula-
tion, whereas in the individual
life segment, we artificially con-
trol the number of claims
through underwriting,”” Mr.
Cowell said. Life insurers gen-
erally deny coverage to people
who test positive for the AIDS
virus, he said.

®

Individual copies of the 1991
“ACLI/HIAA AIDS-Related
Claims Survey” are available
without charge. Contact William
Schreiner, American Council of
Life Insurance, 1001 Pennsylva-
nia Ave. NW., Washington, D.C.
20004; 202-624-2000; or contact
the Office of Publications at the
Health Insurance Assn. of
America, 1025 Connecticut Ave.
N.W., Washington, D.C. 20036;
202-223-7808.

BET You CAN'T

CLoSE EVEN ONE

Bet you can't close even one loss faster
or with less expense (allocated or unallocated), than

Settlement Funding Associates.

Our private approach to closing files is quick,
confidential and effective in responding to the
spiraling costs of lawyering.

Our creative settlement techniques when applied
to cases which are ready for disposition have
helped our clients minimize exposure.

Our nationwide service is for a unique clientele:
if you want to close cases for less, please call

Warren Kobil or Joe Ravich for further details.
1-800-221-4623 (within New Jersey 201-585-8081)
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INTERNATIONAL

Swiss Re to consolidate German operatlons

By DON LEWIS KIRK

ZURICH, Switzerland—Swiss Re

Group is reorganizing to sharpen its
. competitive edge in Europe.

The reinsurer is consolidating its
German operations under a new
holding company, Vereinte Versi-
cherungsgruppe. The Munich-based
entity next year will absorb the di-
rect life and non-life insurers Mag-
deburger Versicherung, Hannover
Versicherung and Vereinte Versi-
cherung A.G.,, in addition to Swiss
Re Beteiligungen A.G., a German
holding company.

Combined, the German group will
have premium volume of 5.6 billion
deutsche marks ($3.85 billion at
current exchange rates) and 10 mil-

lion contracts, the company said.

Of the group’s 8,000 employees,
3,600 will be field agents.

“We are bundling our resources
and strengthening on-the-spot deci-
sion making,” says Werner Seifert,
general director of Swiss Re Beteili-
gungen A.G. in Munich.

Swiss Re is trying to strengthen
its direct insurance operations in
Germany amid growing competition
from other insurers and banks, Mr.
Seifert said. Swiss Re's direct insur-
ance operations are the fifth-largest
in Germany and No. 9 in Europe.

The German consolidation will
cut costs and increase efficiency,
says Mr. Seifert. “Our goal is to be
the lowest-cost producer in Ger-
many. At the same time, we're hold-

French flood losses
to top $300 million

By ALINE SULLIVAN

PARIS—Insured flood losses in southern France are expected to
mount as heavy rain continued last week in the Vaucluse region.

The government was expected to declare the flooding a natural
catastrophe after finance and interior ministries officials met Oct. 2 to
assess the damage, said Gerard Toussaint of insurer trade group Fed-

eration Francaise des Societes
D’Assurances.

The French government
usually declares a natural ca-
tastrophe within weeks of the
event if extensive damage has
occurred, Mr. Toussaint said.
Smaller incidents can take up
to a year.

The storms and floods that
battered regions of Southern
France for two consecutive
weeks resulted in at least 38
deaths and insured property
damage of more than 1.6

billion francs ($334.9 million at [

current exchange rates).

The trade association esti-
mated that insured property
damage from floods in the
Vaucluse region alone will cost
more than 1 billion francs
($209.3 million). Extensive
damage has also been recorded

AP/Wide World Photo

Rising waters in southemn France
damaged autos and buildings.

in the regions of Ardeche, Drome, Aude and the eastern Pyrenees.
"The declaration of a natural catastrophe will enable domestic and
foreign insurers operating in France to recoup property damage claims
through the state-owned reinsurer, Caisse Centrale de Reassurance.
Insurers have three months from the declaration date to submit their

reinsurance claims.

A CCR policy is not mandatory, but almost all insurance companies
operating in France are reinsured for flood claims by the state facility.

Lloyd's of London syndicates insuring French property risk reinsure
through the Lloyd’s market and not through the CCR, said Quentin
Paillard, Lloyd’s general representative in Paris.

“Lloyd’s syndicates have chosen not to use the CCR" because fore-
going that coverage “makes the prices of our policies more attractive,”
said Mr. Paillard. “It may well happen that there will be a catastrophic

Continued on next page

ing on to our agents and locations.

“It's an illusion to believe price
alone determines this market. We
are not going to offer the lowest
prices in town, but rather slim down
operations to increase profits and
become more flexible. If the market
does lower prices, we can adjust
more quickly.”

Swiss Re also plans to set up a
Zurich-based holding company to
oversee all European operations.

* This centralization will make it ea-

sier to do business across the conti-
nent, Swiss Re said late last month.
Raising capital, for instance, would
be easier because the separate com-
panies would not be hindered by the
shareholding restrictions of their
countries.

Moves similar to the German con-
solidation are planned in other Eu-
ropean countries. Swiss Re plans to
have a managing company or over-
all manager in each country. Last
year, Swiss Re acquired Elvia Versi-
cherung in Switzerland which over-
sees direct insurance operations
there. Lloyd Adriatico S.p.A. will
steer Italian operations, and Spanish
operations will be overseen in Spain
by Schweiz, Compania Anonima
Espanola de Seguros y Reaseguros.

Mr. Seifert expects other insurers
to make comparable moves to im-
prove their competitiveness. “Only a
small percentage of the 4,000 insur-
ers that now exist in Europe will
survive,” he said. He predicts that
20 “European players” would ser-

vice the market and envisions a
pan-European software system to
facilitate brand-name distribution.

Swiss Re also plans to raise capi-
tal by allowing foreign investment.
Legal hurdles once prevented for-
eign investors from holding shares
in Swiss companies. But Swiss Re
now hopes to raise 320 million Swiss
francs ($251.8 million) and increase
the number of shares by 10%.

Swiss Re is the world’s second-
largest reinsurance company. De-
spite two very “bad years” with a
large number of storm claims and
losses from subsidiaries, Swiss Re's
profits from direct and reinsurance
last year increased 23.1% to 266
million Swiss francs ($196.1 million
at year-end 1991 exchange rates). m

MMI rescue plan collapses

By GAVIN SOUTER

LONDON—Municipal Mutual In-
surance Ltd. has shut its doors to
new business and clamped a seven-
day moratorium on claims payments
after a consortium of European in-
surers backed out of a deal to take
over the troubled insurer last week.

“We have been negotiating with
the French Group GMF to seek a
satisfactory transfer of the business.
Unfortunately, it is now clear that
this will not be possible and discus-
sions have been broken off,” said
Brian Wright, MMI chief executive.

MMI is now holding discussions
about transferring some of its busi-
ness to other British insurers or set-
ting up other arrangements, Mr.
Wright said.

If MMI goes into liquidation, its

LONDON

outstanding private policyholder
claims will be paid through levies on
all British insurers through the Poli-
cyholder Protection Act.

MMI is Britain’s ninth-largest in-
surer by premium volume; accord-
ing to the Assn. of British Insurers.
Approximately two-thirds of the in-
surer’s business is commercial lines,
and 85% of that is insurance of local
government authorities. It claims
60% of the local-authority market
based on premium volume, covering
90% of all local authorities in some
way. The remaining third of its busi-
ness is personal lines.

Some of MMI's financial prob-
lems in recent years stem from the

soft market. Sources say another
contributing factor has been large
public liability claims suffered by its
local authority policyholders, in-
cluding compensation payments to
victims of the Hillsborough soccer
stadium disaster and their families.

In 1991, the company lost 238.6
million pounds ($446.2 million at
the year-end 1991 exchange rate)
on net premiums of 784.9 million
pounds ($1.47 billion).

Rescue plans for MMI involving
French insurer La Garantie Mu-
tuelle des Fonctionnaires et Em-
ployes de I'Etat et des Services Pub-
lics and other European insurers
were announced in July but were
dropped last week.

MMI and GMF announced in July
that MMI would be converted into a

Continued on page 23

Tanker claims Ioom large

By GAVIN SOUTER

SINGAPORE—The fourth major
collision in four months in the Strait
of Malacca will likely produce large
insurance claims for international
marine insurance underwriters.

But crude oil spilled from the
tanker in last week’s collision is un-
likely to reach land, the tanker’s
manager and underwriters say.

The tanker Nagasaki Spirit and
container vessel Ocean Blessing col-
lided in the Strait of Malacca at -1
a.m. on Sept. 20.

Fires on both ships have been ex-
tinguished and 25 crew are still
missing, according to Tim Fuller,
claims manager at Tindall Riley and
Co. That company manages Britan-
nia Steamship Insurance Assn. Ltd.
in London, which is the protection
and indemnity club that insures the
Nagasaki Spirit.

Jim Hood, a captain at the

GRAPHIC BY JOHN HALL
tanker’s manager, Teekay Shipping
(Canada) Ltd. in Vancouver, said the
tanker, owned by a Liberian com-

pany, was carrying a partial load of
40,000 metric tons of crude oil from

Ras al Khafji in the Persian Gulf to
Brunei.

“The majority of the oil is still
on board. . .only around 20% of it
was in the tanks that were da-
maged,” Capt. Hood said. And much
of the oil that escaped has burned
off, he said.

Pollution from the spill is unlikely
to be serious, agreed Mr. Fuller.
“The International Tanker Owners
Pollution Federation is there moni-
toring the situation, but there does
not appear to be any serious pollu-
tion.”

Damage to the tanker’s hull is
limited to its port side, according
to reports to London underwriters
from Semco Salvage & Marine Pte.
Ltd., the salvage company ap-
pointed.

The hull was directly insured with

Continued on next page

ACE offers executive compensation cover

By ROGER SCOTTON

HAMILTON, Bermuda—High-
layer excess liability insurer ACE
Insurance Co. Ltd. is now offering
coverages designed to protect senior
executives against the risk of losing
future compensation promised by
their companies.

The executive compensation in-
surance is intended to ensure that
executives receive the non-ERISA
benefits they are owed under un-
funded, non-qualified plans.

Executives covered under the

BERMUDA

ACE policy would be protected
against benefit loss or modification
as a result of “bankruptcy or a uni-
lateral change or refusal to pay by
the corporation.”

The policy will pay out subject to
the terms and conditions of under-
lying plans as well as its own provi-
sions. Plans that ACE is prepared to
insure will include:

® Plans that provide pension ben-

efits to executives in excess of statu-
tory limits.

® Other plans that fit ACE’s un-
derwriting criteria. These could in-
clude supplemental plans of all
sorts, restricted stock plans, incen-
tive compensation plans, perfor-
mance unit plans, executive medical
and accident plans, term life insur-
ance plans, vacation plans and lia-
bility insurance plans.

Other new ACE coverages are de-
signed to guarantee equity compen-
sation, retiree medical benefits and
“mezzanine” compensation—pen-

sion benefits that executives were
promised but are not guaranteed by
the Pension Benefit Guaranty Corp.
and are not part of an unfunded,
non-qualified plan.

Another new product is a dif-
ferences-in-conditions policy under
which ACE would make up the dif-
ference between benefits promised
under earlier policies and those
under its own.

The new product group fits ACE’s
marketing strategy in that it is cata-
strophic in nature and not labor-in-
tensive, said Bill Loschert, senior vp

for underwriting. It is also the kind
of product that ACE predicts will
be much in demand among its For-
tune 500 policyholders, though mar-
keting will not be'limited to current
customers.

“Corporations will be able to have
the advantage of being able to guar-
antee benefits to their senior man-
agement,” said Mr. Loschert, ACE
spent six months developing these
products.

Typically, prepaid executive com-
pensation policies issued by ACE

Continued on page 23
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_ French floods

Continued from previous page
flood in France, say in Nice, and we
will be sorry we made this choice.”

A CCR spokeswoman said prop-
erty damage claims will only be
reinsured if the original claim was
filed by a French resident. And, the
CCR does not reinsure claims on life
and medical insurance policies.

Compensation for damage to
standing agricultural crops is sup-
posed to be reinsured by a fund fin-
anced by the French treasury and
the farming industry. However, two
years of drought in Southern France
have depleted the fund, and the
CCR may reimburse insurers for
some agricultural claims.

Payments to direct insurers are
made by the CCR’s natural catastro-
phe guaranty fund, financed by
levies on policyholders. The levy on
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Do you have the need for
claim services outside the
United States and Canada?

Help is one toll free phone call away.

If you have a need for claim services outside the
United Statesand Canada, Graham Miller International,
a division of Crawford & Company, has the experience
andexpertise foryou. Now that power is only onetoll free
phone call away!

Because Graham Miller International has offices
strategically located around the world, you can get the
expertise from our specialist adjusters where they are
needed. With one toll free call, Graham Miller can
identify, evaluate and resolve your problems worldwide.

You can gain the power, experience and expertise
Graham Miller brings to the claims adjusting and claim
services arena. One toll free call will generate the help
you need for claim services in a foreign country.

For top quality 24-hour coverage, 365 days a year,
there’s only one number to remember.

1 ¢ (800) » 526 » 4557

Graham Miller International
Foreign & Domestic Branch
14001 North Dallas Parkway, Suite 700
Dallas, TX 75240

A Division of Crawford & Company

INTERNATIONAL

commercial fire and personal lines
homeowners’ insurance is 9% of pre-
miums. The levy on auto insurance
is 6% of theft premiums.

Flood damage accounts for about
85% of claims paid by the CCR.
Storms that do not result in flooding
or a landslide are not considered
natural catastrophes.

The CCR reimbursed insurers for
2 billion francs ($418.6 million at
current exchange rates) in property
damage claims after the city of
Nimes was flooded in October 1988.
Within a week, that flood was de-
clared a natural catastrophe. Mr.
Toussaint said the recent flooding is
taking the government longer to as-
sess because damage occurred over
a wider. area and in separate storms.

A flood on Sept. 26 in the Aude
region and the eastern Pyrenees re-
sulted in at least three deaths and
extensive damage. [

Sinking ships

Continued from previous page
Nippon Fire & Marine in Tokyo and
was largely reinsured with the Lon-
don market through C.E. Heath
P.L.C,, the broker confirmed.

It has hull, machinery and dis-
persement coverage up to 6.4 billion
yen ($54.5 million). C.E. Heath
placed 3.9 billion yen ($32.6 million)
of reinsurance on the risk in the
London market. The reinsurance is
led by Lloyd’s of London syndicate
62 managed by Barder & Marsh.

Further reinsurance coverage for
Nippon is also placed in the Lon-
don market, sources say. However,
the Nagasaki Spirit is unlikely to be
a total loss, Capt. Hood said.

The Panamanian-registered
Ocean Blessing was beached and
will be towed to Singapore, said a
spokeswoman for the vessel’s man-
agers, Orient Overseas Container
Line Ltd. in Hong Kong. The Ocean
Blessing, which is owned by Lomita
Shipping Co., was on charter and en
route from Dubai to Singapore.

The management company would
not comment on hull coverage.

The Ocean Blessing’s liability cov-

Ships in the Strait of
Malacca ‘have just
had bad luck lately,’ a
Salvage Assn.
spokesman says.

erage was written by P&I club
Steamship Mutual Underwriting
Assn. Ltd. in London.

The body of one crew member
of the Nagasaki Spirit has been re-
covered, and two survivors have
been picked up. Twenty other crew
are still missing, Capt. Hood said.

Late last week, bodies of 16 of the
21-member Ocean Blessing crew
had been found on the ship. The
vessel was still on fire, and inspec-
tion of the starboard was impossi-
ble, the OOCL spokeswoman said.

The crash is the fourth major col-
lision in four months in the 600-mile
long strait, the main route for ships
between Asia and Europe.

In June, the U.S. destroyer In-
gersol collided with Matsumi Maru
7, a Japanese merchant ship. In July,
two super tankers, the Radwan and
the Argo Hebe, collided. And in Au-
gust, cruise liner Royal Pacific sank
after colliding with a Taiwanese
fishing trawler (BI, Aug. 31).

However, the Strait of Malacca
is not normally the site of a large
number of collisions, according to
the Salvage Assn. in London.

“They just seem to have had a bit
of bad luck lately,” a spokesman
said. [
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Continued from page 21

joint stock company and absorbed
. by GMF and Belgian insurer Societe
Mutuelle des Administration Publi-
ques in Liege, Belgium (BI, July 27).

MMI was to become the British
partner in Eurosafe, an association
of companies insuring local authori-
ties in Europe.

But then GMF declared that the
deal was “no longer financially in-
teresting,” a company spokeswoman
said.

MMI will make a further state-
ment Thursday regarding the pay-
ment of outstanding claims.

Some of its personal lines busi-
ness has already been transferred to
General Accident Fire & Life Assur-
ance P.L.C. and Norwich Union Fire

Insurance Society.

Some local authorities have found
coverage from other British insurers
at premiums similar to those
charged by MMI.

But for others, finding alterna-

tive coverage has been difficult, said MARKET

STIMULUS: “Fear of fiying” has
made some producers shun busi-
ness with corporate aircrat.

Martin Pilgrim, finance director for
the Assn. of Metropolitan Authori-
ties. “One authority could not even
get third-party coverage for its ve-
hicles.”

If MMI went into liquidation,
some local authority claims for
compulsory coverages, like third-
party automobile liability and em-
ployers liability, might be paid
under the Policyholders Protection
Act along with private policyhold-
ers’ claims. However, the Policy-
holders Protection Board would
have to seek legal advice, said Derek
Wright, the board’s financial repre-
sentative. ]
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could not be canceled, would insure
named executives for a period of 10
years and could be renewed an-
nually at ACE’s discretion. Cor-
porations are expected to pay the
premiums, but the insurance would
actually be owned by the named ex-
ecutives, who would be given insur-
ance certificates.

Limits are $150 million for any
one corporation in any one year.

Rates will depend on each com-
pany’s “historical and prospective
financial strength,” said Mr. Los-
chert. Premium rates are to be go-
verned by each corporation’s Stan-
dard & Poor’s credit rating and will
differ from company to company.
ACE is charging $5,000 per applica-
tion and says it will only consider
companies with at least an “A” rat-
ing, though the insurer may consider
lower ratings in certain risk cate-
gories like, for example, U.S. utility
holding companies.

Because these coverages will re-
quire more credit analysis than
other ACE policies, Mr. Loschert
is putting together a two- or three-
member executive compensation
department.

Only a few other insurers write
so-called ECI policies, and Mr. Los-
chert predicts “explosive growth” at
ACE, with net premiums for the
coverages hitting $40 million by the
end of 1993.

Meanwhile, ACE posted an un-
derwriting profit of $4.7 million for
the nine months ended June 30
compared with an underwriting loss
of $10.9 million for the same period
last year. Net premiums earned after
three quarters were up 14% at
$199.1 million vs. $174.3 million last
year, while losses and loss expenses
were $169.2 million compared with
$160 million previously.

New business growth, which had
picked up in the second quarter,
continued strong in the third, said
Walter A. Scoft, chairman and chief
executive officer.

Since Sept. 30, 1991, ACE has
added 40 new excess liability ac-
counts, a third of them with non-
U.S. clients, and 20 new directors
and officers liability accounts.

Reporting to shareholders, he
said, “We expect the above aver-
age growth in new business to con-
tinue at least through the calendar
year end, due principally to the re-
duced excess liability capacity
available in the London market.”

Investment income was $81.9 mil-
lion for the nine-month period,
while net income rose 20% to $136.4
million from $113.6 million in 1991,
Shareholders’ equity increased to
$1.21 billion from $1.11 billion last
year. =

Your Agent's E&O policy
should be more valuable than
the paper it's writien on.

It has to be backed by the kind of experience only
professionals provide. Take Larry Worrall, one of our
founding partners. In 1963, he researched principal-
agency law and developed what is often used now as
a primary defense in an Agent's E&O claim —

reformation of contract.
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prevention assistance program?
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Administered by E&O Professionals, Kansas City, Missouri.
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Larry Worrall, co-founder of EGO Professionals, pionecred
Agent’s E&O defense strategies in the early 1960’s.
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Bermuda captive

Continued from page 2

not very responsible attempt to ad-
dress the public trust,” said Aaron
Liberman, president of HSR Inc, a
licensed surplus lines broker in El
Toro, Calif., that represents Dual
Plus.

A state-appointed conservator is
now working in Dual Plus’ offices
informing policyholders—some of
whom are hospitalized—to seek
other coverage and that existing
valid claims would likely not be
paid, said Dr. Noble.

Dual Plus policies cover 4,000
people employed by about 1,000
firms

According to an unaudited fi-
nancial statement filed by Dual
Plus Insurance with the Califor-
nia department in late August, the
insurer had capital and surplus of
$753,008 as of March 31.

However, the department has re-

duced that amount to $156,468. It
reduced assets by about $130,000,
alleging that intangibles and other
items were not acceptable as
assets. And, the department in-
creased liabilities by $470,000 be-
cause claims reserves were not re-
flected in the financial statement.

Dual Plus Insurance has writ-
ten about $7 million in premium
so far this year, Dr. Noble said.

Under the current Insurance
Code, an ‘“‘unlicensed” insurer is
required to maintain a minimum
capital and surplus of $5.4 mil-
lion, a department spokeswoman
said. That would be raised to $15
million under a proposed regula-
tion kmown as Section 2174.

The department’s action was not
spurred by any policyholder com-
plaints, Dr. Noble noted.

“The most bizarre part of all of
this is that there have been no
consumer complaints” to the de-
partment about Dual Plus, Dr.

Noble said. “In any seizures I've
been aware of in the past, the cen-
tral fact was consumer complaint.

“Our customers were not being
hurt, but they sure as hell are
now,” Dr. Noble asserted.

The department has removed
from the payroll Dr. Noble; his
wife, who is chairwoman and
director of the claims department;
and three family members.

“The DOI is not acting like a
conservator but like a wrecking
ball,” Dr. Noble said.

PHBT and subsequently Dual
Plus have been operating for six
years, during which time depart-
ment staffers have conducted
audits on the premises, Dr. Noble
said. But, the department did not
consider the company’s operations
“illicit” until he testified at a hear-
ing on a proposed surplus lines
regulation, he said (BI, Aug. 3).

At those hearings, Dr. Noble and
John B. Cumming of Los Angeles,

Dual Plus’ consulting actuary, ar-
gued that non-admitted insurer’s
reinsurance should be taken into
account when assessing whether it
is adequately protected against in-
solvency.

“My commentary at the hear-
ings was probably the trigger” for
the proceedings against Dual Plus,
Dr. Noble said. “Me and my big
mouth.”

Insurance Department staffers
attending the hearings were ap-
parently surprised that Dual Plus
maintained an office in Long
Beach, he said.

For a captive “to maintain a
physical presence’ in another
jurisdiction may be “a technical
violation,” he added. “Had we had
only a shingle in Bermuda,” the
department might not have taken
its action. “But why wait six years
to call it to our attention? We
weren'’t operating in a closet.”

Dr. Noble conceded that Dual

£

In 1932, a hospital room cost just $4 a day. And

peOple Sti]l COlﬂdrllt a.fford it. In the depths of the depression, health care was

a luxury many did without. That is, until 1932 when Sutter Health—a system that's been taking care of Northern
Californians since 1923 — created one of the country’s first hospital plans. Today, there are more health plans than ever to
choose from. But business owners and managers are still searching for reliable, affordable options. That's why Sutter
Health is back with Sutter Preferred Health Plans. Sutter Preferred’s portfolio of health benefit products includes Omni
Health Plan, an HMO; Sutter Preferred Health and Life; a fully insured PPO; and managed care administration of
medical, dental and vision plans for self-insured employers. Sutter Preferred negotiates its own contracts with providers

to better control expenses. While there is no $4 hospital room, providing affordable group health care options is our

commitment. To find out more about Sutter Preferred, call 1-800-225-2795. L%‘ Sutter Preferred

Plus Insurance Administrators is
operating without a certificate of
registration from the department.

“We applied for one twice—the
last time in 1989—and were told
each time the application got lost.
We also figured the certificate
might be redundant, since as the
parent of a Bermuda captive, we
have the right to administer it,” he
said.

Dr. Noble contends that the term
“unlicensed” should not be applied
to Dual Plus, which is licensed in
Bermuda.

Bermuda law requires captives
to maintain a “rather modest” cap-
ital and surplus of $200,000. “But
they are mindful of your (premium
volume to capital) ratio and mind-
ful of your reinsurance,” Dr. Noble
said.

Dual Plus purchases $1 million
in specific stop-loss insurance from
Lloyd's of London syndicates in
excess of $50,000 per person an-
nually. Lloyd’s syndicates also
write Dual Plus' aggregate stop-
loss coverage, which limits the in-
surer’s maximum claims exposure
to $692,000 a year, he said.

“We have been light years from
ever having an aggregate penetra-
tion,” Dr. Noble said. Dual Plus
has filed only $230,000 in specific
stop-loss claims in three years, he
said.

Despite Dual Plus’ arguments,
Mr. Garamendi might have “a
strong position to issue a cease and
desist order” against the insurer,
said Jon Harkavy, general counsel
and vp of Vermont Insurance Man-
agement Inc., a captive manager in
Arlington, Va.

Dual Plus has not operated like
“a classic captive.” Most domes-
tic and offshore captives are “very
cautious” to avoid the appearance
of doing business in a state, he
added. =]
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New Jersey ruling

Continued from page 2
the site and spent about $3.6
million decontaminating it.

Meanwhile, Springer had filed
a complaint against its CGL in-
surer, Federal Insurance Co.,
holding that the Chubb Corp.
unit was obligated to defend and
indemnify it against the New
Jersey agency’s claims.

Federal wrote a primary com-
prehensive general liability pol-
icy with $500,000 limits per oc-
currence and an umbrella policy
with similar terms.

Each policy specifically barred
coverage for damage to the poli-
cyholder’s own property.

However, Springer argued that
even though the damage was
confined to its own property,
there had been damage to the air,
land and water overseen by the
state of New Jersey and there
had been a threat of damage to
third-party properties.

In the New Jersey Supreme
Court’s 4-3 ruling on Sept. 23,
Associate Justice Robert Clifford
wrote for the majority that
“under its clear terms, the policy
does not cover the costs of
cleanup performed by or on be-
half of an insured on its own
property when those costs are
incurred to alleviate damage to
the insured’'s own property and
not to the property of a third
party.”

The decision marked the
court’s “first excursion into the
thicket of environmental pollu-
tion coverage,” Justice Clifford
noted.

But in a dissent that was
longer than the majority opinion,
Associate Justice Daniel O'Hern
wrote that “even had the event
or occurrence of the fire been
confined exclusively to the in-
sured premises, the insured has
nonetheless become liable to a
third party—DEP.”

Justice O’'Hern continued, cit-
ing an Idaho court decision:
“When the broad definition of
‘property damage’ in a CGL pol-
icy is read together with the
‘owned property’ exclusion and
the policy’s introductory para-
graphs on liability, it is clear
that coverage is expressly pro-
vided when the insured becomes
liable to third parties for events
confined exclusively to the in-
sured’s premises.”

The ruling “can be regarded as
an admonition to the appellate
division not to go too far in find-
ing coverage for corporate in-
sureds for their environmental
cleanup costs,” said Federal at-
torney William J. Brennan III, a
partner with Smith, Stratton,
Wise, Heher & Brennan in Prin-
ceton, N.J.

Mr. Brennan used the word
“bellwether’” to describe New
Jersey’s place in environmental
law. “New Jersey has become the
jurisdiction of choice for corpo-
rate insured’s seeking coverage’
for environmental cleanup costs,
Mr. Brennan said.

“The case indicates that the
New Jersey Supreme Court is
prepared to uphold and enforce
insurance contract limitations in
the environmental context,” said
Laura A. Foggan, an insurer at-
torney with Wiley, Rein & Fog-
gan in Washington.

Ms. Foggan said that New Jer-
sey's appellate courts often take
a liberal reading of policy lan-
guage to find “deep pockets’ for
environmental cleanup costs.

But, Springer attorney Robert
Rose of Pitney, Hardin, Kipp &
Szuch in Morristown, N.J., disa-
greed on the impact of the case.

“It may, on a long-term basis,

not have a lot of importance,” he
said. The case was “very fact-
sensitive” and should not be re-
garded as any sort of landmark
decision, he said.

William Greaney, a policy-
holder attorney with Covington
& Burling in Washington,
agreed.

“Let’s face it, it's an extremely
important state” for environ-
mental rulings, he said. But, the
case itself ‘‘doesn’t break a
whole lot of new ground.”

“From a policyholder’s stand-
point, it says as long as you have
some offsite migration,” the poli-
cyholder will be covered, he said.

Mr. Greaney added that such
offsite migration probably ap-
plies to 99.9% of pollution cases.

®
State of New Jersey, Department
of Environmental Protection, et
al vs. Signo Trading, et al, New
Jersey Supreme Court (A-72).

STIMULUS: Insurers have shown
great aversion to voldtile, high-risk
liability exposures.

HOME

RESPONSE: "Home
specidlizes in unique,
difficult and hard to
place risks, particularty
in the volatile area of
products liability.

"We'll take on tough risks such as
those who manufacture, sell or
distribute chemicals, fork lift trucks,
auto parts, or pharmaceuticals,
as well as a broad spectrum of
specialty contractors whose expo-
sures to loss are severity oriented.”

ROBERT SPIRQ., Vice President
(404) 984-6606

HOME INSURANCE
SPECIALTY LINES DIVISIO

The ABC of E&0

Even for the most experienced broker,
miscellaneous E&O is far from elementary.
The long list of possible exposures runs from
A to Z, making it impractical to be an expert
on all of them. That's why so many top agents
and brokers have depended for years on the
E&O experts at Media/Professional.

Now we're making your job easier.
M/PT’s staff of underwriters and claim
attorneys have created a “Simple English
E&O Policy” adaptable to just about any
miscellaneous exposure. This new, easy to
understand form enhances our already strong
traditional E&O policy. Plus, we've added
some user-friendly features.

I always been our goal to make E&O
as simple as A-B-C. But helping you assess
unique liabilities is only the beginning.

Well work with you to design responsive
coverage and lend our expertise to defense of
claims. And through A+ rated Gulf Insurance
Group, we offer this state-of-the-art package
at realistic premiums.

So get your clients the miscellaneous
errors and omissions policy that speaks the
same language they do. “Simple English” from
M/PL The ABC of E&O.

Media/Professional Insurance

A Division of Aon Direct Group, Inc.
Two Pershing Square, Suite 800 - 2300 Main Street

Kansas Gy, Missouri 64108-2404
B16-471-6118 ext. 100

America’s E & O Authority™
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The Professional Marketplace

RATES AND CLOSING TIME:

Rates: Display classified is $130.00 per column inch, minimum of one inch. Straight classified is
$11.50 per line, minimum of 5 lines. Count 34 characters per line (include each space and
punctuation as a character). Additional $17.50 charge for all blind box ads. Only those reponses
which fit into a business size envelope will be forwarded. Responses are forwarded daily.

Closing: Published every Monday. Copy must be in typewritten form by noon Tuesday, 6
days preceding publishing date. No verbal phone copy accepted. Prepayment required for
all advertisements. Mail ads to Margaret Hikido, Classified Advertising, 740 N. Rush
St. Chicago, IL 60611. For more information call 312-649-5340. FAX 312-649-7799.

PRODUCER/ACCOUNT EXECUTIVE
EMPLOYEE BENEFITS

Willis Corroon Corporation of lllinois, a leader in the global insurance bro-
kerage community, seeks a dynamic professional to produce and service
large corporate accounts.

Ideal candidate will have a proven frack record in group sales and a broad
background in all phases of employee benefits programs including altemate
funding mechanisms. Knowledge of special risk producis a plus.

Our compensation package includes substantial rewards commensurate with
contributions to our firm's growth. Please send resume to:

WILLIS CORROON CORP. OF IL
Att: VP - Human Resources
135 South LaSalle Street, Chicago, IL 60603

Equal Opportunity Employer

(" BROKERS SERVICE )
WANTED

7 4 The Marine Corps Moral, Welfare
/ and Recreation Support Activity,
a nonappropriated fund instru-

(" TRUCK AGENTS )

Stop Wasting Your Time
Improve Your Hit Ratio
Increase Your Market Share
We Sell Truckers X-Dates

' 7 “NATIONALLY"
o s L mentality of the US Government, 800-288-XDATES (9328)
is soliciting for insurance broker Novirelakin in AR S J
services. Letters indicating inter-
est to be included on the source
® ® l(i’st nsihou;d ltJ: seth to: Corgman- RSTRANGE
ant of the Marine Corps,
. — Moral, Welfare and Recre- ASST CLAIM MGR
At Health Net, California’s premier health plan, we believe there is a key to living a healthy ation Support Activity (MWS), WORKERS
life: Balance. Balance between commitments to work and family, time alone, with friends 3044 Catiin Ave., Quantico, VA COMPENSATION

and at recreation. Reporting to Manager-Corporate Insur-
ance-requires a bachelors degree & 4+
years of solid WC claims exp. including
supervision ible for ov ing
service providers, administration of our
WC claims nationally. Send resume
with salary requi (only

\_22134-5099. by 25 October 1992)

This philosophy of “wellness™ has contributed to our leadership as the nation’s 4th- and
California’s 2nd-largest HMO. It is also the reason we are an ideal employer. Our Woodland
Hills corporate office, nestled in beautiful San Fernando Valley, is surrounded by

HELP WANTED
OPERATIONS/FACILITIES MANAGER

surprisingly affordable housing which adds to the convenience of living nearby. We're a
fast 45-minute drive northwest of Los Angeles with easy access to a terrific array of leisure-

time attractions.

UNDERWRITING CAREERS

Our strength is creating additional opportunities for individuals who meet the following

requirements:

e Senior Group Underwriter
(5 years experience)

e Director of Underwriting

o Large health group experience (100+ employees),
including HMO, managed care and indemnity

e Current Underwriting experience

e Years experience as indicated below

e Group Underwriter
(3 years experience)

» Manager of Underwriting
(To guide our team, you'll need 10+ years experience)

Get the balance right and enjoy highly competitive compensation and a strong benefits
package, including paid medical, dental, vision and life insurance, and a 401(k) plan. We
also offer an interview/relocation assistance plan and sign-on incentive. Please forward
your resume to; Health Net, Attn: Human Resources-MBSM1005A, 21600 Oxnard
Street, Main Plaza, Woodland Hills, CA 91367. Non-smoking environment. Equal

Opportunity Employer. Principals Only, Please.

=)

HEALTH NET®

California’s Health Plan

Advertise in
The Professional Marketplace
FAX your classifieds for the next issue:
FAX:312/280-3189
PHONE: 312/649-5340

Contact:
Margaret Hikido, Classified Ad Manager, to reserve space.

WANTED

Profit Opportunity

Carriers and TPA’s wanted to sponsor a
national vision PPO. Maximum
eyewear discounts plus annual eye
exams paid in full. 100% turn key
admin. No risk, no hassle. Will do
private lable program for interested
sponsors. You'll work directly with a
provider owned network, resuktin% in
the lowest cost program available

Contact CVMS:
1 800-793-9267

HELP WANTED

Benifit Consultant - Career opportunity
for experienced, highly motivated
professional staff/producer. Must have
absolute integrety and geople skills.
Contact Kathy Corbin, 601-944-0978.

Structured Settlement Specialist

Galaher Settlements Orange County
Office is seeking a specialist with 2-3
years experience with a structured

settlement firm. Please send resume to:

Galaher Settlements
12447 Lewis St. #204
Garden Grove, CA 92640
(714) 871-7117

Property and casualty insurance com-
pany based in the Chicago suburbs
seeks an Operations/Facilities Man-
ager. In this position, you will direct
the operations department and the data
processing unit. Specific responsibili-
ties will include overseeing rating and
palicy issuance as well as addressin

office-wide MIS/DP needs. Additional
responsibilities include the adminis-
tration of all functions pertaining to
the office physical plant, communica-
tions and purchasing. The ideal candi-
date will be highly involved in the
coordination of inter-department ac-
tivity. Qualifications include a bach-
elor’s degree and a minimum of five
years in insurance company operations
with proven management and geuple
skills. Solid working knowledge of
mainframe, LAN and personal com-
puter systems and software applica-
tions a must. Please forward salary
requirements and resume to:

V.P. of Human Resources
FIRST OAK BROOK CORP. SYNDICATE
1301 W. 22nd St., Suite 1100
Oak Brook IL 60521

NOTICES

NOTICE

The Illincis Director of Insurance, as
Conservator of Illinois Insurance Com-
Rany' wishes to advise all persons that

e has recently learned that policies of
commercial and personal automobile
insurance, with current effective dates,
are being circulated in Illinois Insur-
ance Company’s name. Illinois Insur-
ance Company has not issued or ren-
ewed any jmlicy of insurance since it
was placed into conservation on May
17, 1990, nor has it had the authority to
issue or renew any such policy since
that date. Accordingly, all persons
should be advised to geware of any
golicies of insurance which purport to

e issued by Illinois Insurance Com-
pany. These alleged policies do not
constitute valid and enforceable liabi-
lities of Illinois Insurance Company.
Please contact your insurance agent or
broker if you have any questions re-
garding Illinois Insurance Company.

NOTICE

The Illinois Director of Insurance, as
Rehabilitator of Millers National In-
surancé Company, wishes to advise all
persons that he has recently learned
that policies of commercial automobile
and truck insurance, with current ef-
fective dates, are being circulated in
Millers National Insurance Company's
name. Millers National Insurance Com-
pany has not issued or renewed any

olicy of insurance since it was placed
into conservation on May 17, 1990, nor
has it had the authority to issue or
renew any such policy since that date.
AccordinEly. all persons should be ad-
vised to beware of any policies of in-
surance which purport to be issued by
Millers National Insurance Company.
These alleged policies do not constitute
valid and enforceable liabilities of
Millers National Insurance Company.
Please contact your insurance agent or
broker if you have any questions re-
garding Millers Insurance Company.

with sal rqd will be considered) to:

CORP. MGR. H.R., Rm 2787
WOOLWORTH
Corporation

233 BWAY, NY, NY 10279

Equal Opportunity Employer M/F
(NO AGENCIES, PLEASE)

Public Aftairs

PROJECT MANAGER,

PUBLIC AFFAIRS
FLORIDA

The National Council on
Compensation Insurance,
the nation’s largest statistical
and rate advisory organiza-
tion for workers compensa-
tion insurance, has an
opportunity available at its
Boca Raton, Florida
headquarters for a Public
Affairs Project Manager.

This position requires 5
years experience ina
communications position,
?referab!y in insurance or
inancial services. The
selected candidate should
also possess a strong
portfolio of published
material, and a BA in
Journalism or a related field.

NCCI offers an attractive
salary and superior benefits.
For immediate consideration,
send your resume with
salary history/requirements
to Rick Webb, NCCI, 750
Park of Commerce Drive,
Boca Raton, FL 33487. NCCI
maintains a drug free and
smoke free workplace, We
are an equal opportunity

i:/n{)ioyer @ :«-wu
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Insurance Services Guide

InPhoto Surveillance

800-822-8220 FAX B00-752.0720

Not only do we save you
fime, money and headaches,

Long Range Video
Surveillance of Claim-
ants. Agents within 3
hours drive of 80% of
the U.S. population.

FRONTING
We're specialists in fronting arrangements
and mergenvacquisitions.
In the industry since 1960,
Corporate Intermediaries
W.F. “Bill™ Vest
Box 816124, Dallas, TX 75381
PHONE 214-620-2581
FAX 214-418-7195

YOUR
AD
SHOULD

~ BE
HERE

310-540-7268 Ou : i
State Licenses, Organizational Licenses;
Excess and Surplus Lines Licenses

THIS! Automated Benefit Administration,

Clalms Processing and Management
System installed nationwide and in Puerto
Rico since 1979.

( Hearx
R

THIS! Real-time claims adjudication,
COBRA, EAP, Cost Containment,
Managed Care and extensive reporting
capabilities with clear, concise processing
SCreens.

Call Telos and ask for THIS!
(805) 968-2551 » Fax (805) 968-2589
42 Aero Camino, Suite 102 « Goleta, CA 93117

Self Insured's, TPA's, Insurance Carriers, Funds,....

Investigate the new generation of quality software solutions for
health benefits management, worker's compensation claims, general
liability, and medical cost contalnment.

Health care fraud

Continued from page 3

Annual Employee Benefits Confer-
ence, sponsored Sept. 18-23 in
Montreal by the International
Foundation of Employee Benefit
Plans.

Employers can protect them-
selves and their workers from
fraud through education programs,
Mr. Garcia said.

For instance, gullible patients
are attracted to clinics offering
“new health care alternatives.” The
clinics specialize in everything
from high blood pressure and dia-
betes to heart disease, weight con-
trol and depression.

These outfits advertise that no
matter what is ailing someone, this
is the place to go for health care,

The clinics’ advertising also
snares healthy people by stressing
that “prevention is important—by
the time you feel the symptoms it
may be too late,” he said.

In addition, such advertising
points out: “Best of all, services
are free—we accept your insurance
as full payment.”

But these clinics will provide
and bill for extensive unnecessary
care, Mr. Garcia said.

Employers should warn their
employees about these setups, he
said: There is no such thing as
something for nothing, and if it
sounds too good to be true, it prob-
ably is.

Other examples of fraudulent
setups include:

® The dishonest pharmacist who
fills a prescription for a generic
drug but bills the insurance com-
pany for the full cost of a brand-
name drug as well as additional
drugs that the patient did not re-
ceive.

@ Health care providers who ha-
bitually perform somewhat routine
procedures regardless of whether
they are needed.

In one podiatrist’s scheme, the
feet of patients who were seeking
care for problems like corns were
routinely X-rayed in a relaxed po-

sition. The positioning of the feet
made it look as if there were some-
thing wrong with the patients’
arches.

The doctor would show each pa-
tient the X-ray and assure him or
her that a routine surgical proce-
dure—performed right in the office
—could fix the problem before it
causes pain.

After the “procedure” is com-
pleted, the doctor takes another X-
ray, this time with the foot in a dif-
ferent position. As a result, the X-
ray shows that the arch has been
“ﬁxed.”

This scheme was discovered
when a patient’s foot later deve-
loped gangrene because of the po-
diatrist’s sloppy work. The foot
had to be amputated, Mr. Garcia
said, noting that the foot was not
injured before the podiatrist per-
formed the procedure on the arch.

® The provider who always “up
codes.” This type of provider al-
ways bills for treating a complex
fracture rather than a simple frac-
ture, for example.

And, instead of submitting one
charge for performing a surgical
procedure, these providers unbun-
dle charges for a surgical proce-
dure and charge for each individ-
ual step in the procedure.

® The care giver who prescribes
a “therapeutic” vacation, convinc-
ing the patient that he or she is
suffering from an ailment like de-
pression. The provider then bills
the patient’s insurer for services
that are never provided, making
enough money to pay for the pa-
tient’s vacation and rake in a
profit.

The best way to fight depression
is to relax in the therapy of the pa-
tient’s choice—perhaps golf or
horseback riding, these “thera-
pists” argue, Mr. Garcia said.

This depression—even if the pa-
tient has had no prior indication of
mental illness—can recur every
year, the provider tells the patient.
As a result, the patient is told to
consider an annual therapy ses-
sion.

These operations, which in the
past have promised to accept the
patient’s insurance as full pay-
ment, have had to modify that pro-
mise to accept only “qualified in-
surance coverage,” since some
insurers with fraud units are onto
the scam, Mr. Garcia said.

To fight fraud, everyone must
realize that it exists and that any-
one can become a victim, he said.

At the least, health care con-
sumers should ask their providers
some basic questions for their own
safety.

“If a car mechanic told you you
needed new tires, you would at
least look at the old ones,” Mr.
Garcia observed.

Employees should be instructed
to sign and date only one claim
form. Health care consumers
should realize that signing a claim
form amounts to signing a blank
check. “There’s nothing wrong
with giving a blank check to a
family member, but you would
check to see how much that family
member wrote the check for,” Mr.
Garcia said.

Likewise, after receiving care,
patients should check their bills
to verify that they are being
charged only for care that was pro-
vided, he said.

Employees can be taught to help
identify fraud as well, Mr. Garcia
said. If there is a discrepancy in a
bill, both the provider and insurer
should be informed. It may be an
accident, or there may be a pattern
that the insurer can flag.

Employers also should make em-
ployees aware of what they stand
to lose if they participate in a
fraudulent scheme: In addition to a
criminal record, health care fraud
can lead to the loss of a person's
job and a court order to reimburse
the health care payer for the cost of
unnecessary care.

The session was moderated by
Joe J. Thomas, business manager
and secretary-treasurer of Local
942 of the Laborers International
Union of North America in Fair-
banks, Alaska. [ ]
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Governmental Programs
S wrote the book on Municipal Liability
BiLL ReviEw SysTEMS Insurance. Our first programs were introduced in 1980 and we have provided
*Physician o SOFTOUCH i i i I
. 1Tk consistent service to our clients ever since.
:;{r?:fxﬁ:lc mE SpF]:WA@ ‘Today, we continue to set the standards for the industry with refined and
y 5200 SW Macadam Ave, 1255 expanded programs, backed by knowledgeable, experienced liability experts
DATA ANALYSIS SYSTEMS Portland, Oregon 97201 dedicated to customer service.
eProviders In addition to our individual municipal programs, we can also provide
:g:?;";iftlsts Case MANAGEMENT SYSTEMS Excess Liability coverage for Risk Pools or any of our primary coverages in
sMedical Case Management association with the Pool.
CALL TODAY for a FREE *Medical Event Management For more information, contact your insurance representative or call us direct.
demonstration disk... anzgalM:i\::)ifzfg: SHSTRNG
(800) 829-1841 -Mandement/Control

Governmental Programs

A Division of Aon Direct Group, Inc.
1-800-368-3583
FAX (804) 287-5555
6604 West Broad Street, Richmond, Virginia 23230 PO. Box 6609, Richmond, Virginia 23230-0609

BY SOFTOUCH SOFTWARE

lcader in medical cost containment solutions

For advertising information in the INSURANCE SERVICES GUIDE

Contact: Margaret Hikido, 740 Rush Street. Chicago. Illinots 60611.
Telephone (312) 648-5340




EGS Quality...
Now in a $10 Million Quantity!

ECS Underwriting and Reliance National announce new $10 million limits
on Environmental Liahility Goverage.

In response to continued industry demand, ECS Underwriting through Reliance
National has raised the coverage limits on all environmental liability and related
policies to a full $10 million.

For years we've been building our business by introducing new products
and expanding services to meet the changing needs of a growing industry.
And our commitment is reflected in our track record....

1980 — First to develop a comprehensive Environmental Insurance Program
for American industry.

1986 — Environmental program expanded to include Contractors Pollution
Liability coverage.

1987 — $5 million limits on Auto Liability including Pollution Coverage and
MCS-90 endorsement.

1988 — First to introduce Consultants Environmental Liability Program, bridg-
ing the gap between Contractors and Consultants Pollution Policies.

1989 — First to introduce First Party Pollution Cleanup Policy to the market-
place.

1990 — Increased limits on all Pollution Policies.

1991 — Property coverage introduced as part of Environmental Insurance
Program.

1992 — New limits of $10 million on all Environmental and Related Liability
Policies.

More than ever, ECS stands ready to assist and protect environmental
business better than anyone else in the insurance marketplace. It's all part of
our continuing tradition of serving the business that made our business what it
is today. And watch for more major developments in 1992.

Call (800) ECS-1414 for more information on our new $10 million
coverage limits. A lot of coverage — from a lot of company.

ECS

THE CHOICE
Underwriting, Reliance National
Inc.
An ECS Company

Environmental insurance protection for American industry.

OFFERING: Pollution Legal Liability, Contractor Poliution Liability, Consultants Environmental Liability, Professional
Liability, First Party Pollution Cleanup, General Liability, Automabile Liability and Property.

PROTECTING: Transporters of hazardous waste/materials, treatment, storage and disposal facilities, contractors,
consultants, landfills, lenders, generators, manufacturers, and many other classes of business.

One East Uwchian Avenue, Suite 300, Exton, PA 19341, Or call (800) ECS-1414 (In PA (215) 269-6731), FAX (215) 524-5354
These programs are underwritien by Planat Insurance Company, Philadelphia, PA, a member of the Reliance Insurance Group,  © 1992 92-11-LTS-10/5
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Aviation renewals

Continued from page 1

The average increase in rates for
business placed through London
brokers has been moderate, about
12% for hull coverage and 11% for
liability coverage, Mr. Smith said.

However, the average includes
some large increases for airlines that
have suffered major losses over the
past year, he said, noting that about
half of the airlines that renewed Oct.
1 received the same rate as last year.

“The Oct. 1 renewal increases
were substantially less than they
have been” because of overcapacity,
said Chuck Laible, senior vp at
Willis Corroon Corp. in New York.

“There have been some modest
increases in rates but no increases
in deductibles,” said Richard May-
lam, underwriter for Lloyd’'s of
London syndicate 270 managed by
AJ. Archer & Co. Ltd. A typical
hull deductible for a jumbo jet re-
mains $1 million.

The moderate rate increases will
mean that aviation underwriters
will continue to lose money on air-
line accounts, Mr. Maylam said.

“The premiums are simply not
sufficient to pay for the claims that
we are having,” he said.

Aviation underwriters have fallen
far short of an underwriting profit
over the past 12 months, said Jean-
Michel Giquel, a director of insurer
La Reunion Aerienne in Paris.

“Over the past 12 months, we
have had claims of $1.25 billion,
and that is far away from the total
premium received of $750 million,”
he said. Estimated rate increases of
between 10% and 20% for fourth-
quarter renewals are insufficient,
Mr. Giquel said.

However, it appears that un-
derwriters could make a profit on
airline coverage this year.

Through July 31, aviation un-
derwriters have paid $228.5 million
in hull claims in excess of $10 mil-
lion and have reserved $141.4 mil-
lion for liability claims, according to
the latest report by John Chapman,
a director of Bain Clarkson Reinsur-
ance Brokers Ltd.

Mr. Chapman projects that air-
lines will pay premiums of $480
million for hull coverage and $395
million for liability coverage in all
of 1992.

" The $369.9 million in 1992 losses
does not include the $35 million
hull ¢laim and as-yet undetermined
liability cost connected with the
crash of a Pakistan International
Airlines jet last week (see related
story). In addition, hull claims of
less than $10 million—which are not

Hartford reorganization

Continued from page 1

“This was a drag on earnings. We
feel we have resolved this issue and
put it behind us,” Mr. Ayer ex-
plained, noting that Hartford now is
better positioned to achieve ITT’s
goal of a 15% return on equity.

“Reinsurance and surplus lines
management can really focus on the
future now,” he said.

Mr. Ayer also denied that the tim-
ing of the move was affected by
Hartford’s $95 million in aftertax
losses from hurricanes Andrew and
Iniki (BI, Sept. 28). “You don't do
something like this in one or two
days,” he said, adding that the plan
has long been in the works.

Insurance analysts applauded the
moves and said other underreserved
insurers should take similar steps.

“These are not the only guys with
a problem, but you have to give
them credit for bellying up to the
bar,” said Myron M. Picoult, man-
aging director and senior insurance
analyst with Oppenheimer & Co. in
New York. Whether other insurers
follow the lead “‘depends on how
brain-dead they are. The sooner

tracked by the survey—push the
total loss figure higher.

Mr, Chapman said the market
overcapacity will curtail 1992 rate
increases. “Overcapacity seems to
haunt the aviation market con-
stantly. It has somehow survived
five years of rate cutting, and is
without doubt the aviation market’s
most erosive element.”

Most major direct insurers have
remained in the market for the past
six years without substantially re-
ducing their capacity, he said.

“Quite simply, every major in-
surer and reinsurer wants to be in-
volved,” Mr. Chapman said.

Currently, there is double the ca-
pacity needed in the market, said
Steve Anderson, a director in Sedg-
wick Group P.L.Cs aviation de-
partment in London.

However, Orion’s withdrawal
from the market last month could
indicate that aviation insurance ca-
pacity will contract soon, said Ar-
cher's Mr. Maylam. Some aviation
underwriters may be forced out of
the market due to losses on other
lines of business, he said.

“QOrion’s aviation department was
very well-organized and is a loss to
the London market, but Orion
stopped writing all business, not just
aviation business, and this may be
what will happen with other un-
derwriters,” he observed.

In the United States, Aviation Of-
fice of America Inc. stopped writing
airline insurance as of July 1, an of-
ficial said. However, the insurer still
writes general aviation business.

Excess capacity in the world mar-
ket convinced AOA to “take our
assets and apply them to the non-
airline area,” he said. In addition,
“‘our primary role had been as a fol-
lowing market. We preferred to have
more control over our own destiny.”

AOA wrote between $7 million
and $10 million in airline premi-
ums last year, he said.

Capacity in the world aviation
market will drop substantially in
1993, predicted Mr. Giquel.

“The cost of excess-of-loss rein-
surance will increase substantially
at the year-end renewal, and some
direct underwriters will be forced to
withdraw from the market as a re-
sult,” he said.

Aviation insurers will pay a larger
share of losses themselves rather
than pass the risk on to reinsurers,
agreed Christopher Cook, chief ex-
ecutive for aviation and aerospace at
Johnson & Higgins Ltd. in London.

“Last year, the direct un-
derwriters could buy reinsurance
down to a burst tire if they wanted
to, but since the Jan. 1 renewal this

year, the typical retention has been
around $50 million” per loss, di-
vided among all the insurers on a
risk, he said.

Under such a scenario, reinsurers
would not pay any claims if a loss
was less than $50 million. If a loss
exceeded $50 million, each insuver
on the risk would receive a pro rata
portion of the payment by the rein-
surer. For instance, if there was a
$75 million loss, a insurer writing a
10% line would have to pay out $7.5
million gross, but would receive $2.5
million from its reinsurers,

In some cases, retentions have
risen to $100 million per loss, Mr.
Cook said. .

“It is doubtful if many of these
markets are fully aware of the co-
lossal exposure they have elected
to retain,” said Mr. Chapman of
Bain Clarkson.

For example, on last year's total
major losses of $830.1 million, a $50
million retention per loss would
have meant that insurers would
have retained $556 million in losses,
with reinsurers paying the rest. A
$100 million retention would have
increased insurers’ share of the
losses to $680.2 million, he said,

For the 1992 losses up to July
1, insurers would have had to pay
all claims under a $100 million re-
tention since there was no crash
prior to July 1 whose losses ex-
ceeded $100 million.

“These are admittedly market fig-
ures, and some underwriters’ results
may be proportionately better, but
for every one of those, somebody’s
must be worse,” he said.

Some of the large losses that have
hit the market this year have led to
higher than average rate increases
for some airlines.

In particular, according to under-
writing and brokerage sources;

@ China Airlines’ hull rate in-
creased by 41%, and its liability rate
increased 30% this year. China Air-
lines filed & $75 million hull claim
after a Boeing 747 crashed last De-
cember in Taiwan (B, Jan. 6).

® Trans World Airlines Inc.’s hull
rate increased by 47% and its liabil-
ity rate increased by 53%: TWA had
a $20 million hull loss in New York
in July (BI, Aug. 3).

® Thai Airways’ hull rate in-
creased 21% and its liability rate
increased 19%. Thai Airways had
an $87 million loss in Nepal in July
(BI, Aug, 10).

But other airlines with better loss
records have not suffered the same
increases. For example, Malaysian
Airways’ rates remained unchanged,
though its premiums increased be-
cause its exposure increased 25%.

$35 million hull loss in Nepal crash

KATMANDU, Nepal—Aviation underwriters face a $35 million hull
claim and unspecified Liability claims after a Pakistan International
Airlines jet crashed in Nepal, killing all 167 aboard.

Hull and liability coverages for PIA were placed in the local Paki-
stan market but most of the risk was reinsured into the London mar-

ket by C.T. Bowring & Co, Ltd.

Leading the reinsurance was Lloyd’s of London syndicate 960,
‘managed by Sturge Aviation Syndicate Management Ltd. The cover-
age is due to renew Oct. 15, sources say.

No liability reserve has been established. The Airbus A300 hull had

an insured value of $35 million.

The jetliner was en route from London to Katmandu via Karachi,
Pakistan, when it crashed into mountains on its approach to Kat-
mandu airport, said a spokeswoman for the Pakistani airline.

The reason for the crash has not yet been determined, she said.

On board were 16 crew members and 151 passengers—37 Britons
and others including European nationals and North Americans.

The crash comes two months after a Thai Airways A310 crashed on
its approach to Katmandu (BI, Aug. 10).

The crash also comes at the beginning of the renewal season for
most major airlines. Quotes for PIA already had been issued in London
but were subsequently increased to reflect the loss, sources said.

And the hull rates for the Lon-
don portion of United Airlines’ cov-
erage increased by about 12%, and
the liability rate increased by about
10%, brokers estimate. Its total pre-
mium increased by about 32% be-
cause of an increase in its fleet
value, sources say.

United officials couldn’t be
reached for comment.

United also has changed its lead
underwriter. Because Orion is no
longer underwriting, the airline’s
new lead in London is British Avia-
tion Insurance Group.

Another account that Orion for-
merly led is Thai Airways, whose
coverage is now led by Brian Beag-
ley, underwriter for Lloyd’s of Lon-
don syndicate 960, managed by
Sturge Aviation Underwriting Man-
agement Ltd.

Orion also was the lead insurer
for the KSSAF group, the largest
single insurance buying fleet, whose
coverage renews on Nov. 1. KSSAF
consists of 54 airlines headed by a
group of European air carriers with
a fleet value of $19 billion.

South African Airways is another
major airline that has changed its
lead underwriter. Last year the risk
was led by Lloyd's syndicate 824
managed by Murray Lawrence &
Partners Ltd.

However, the South African ac-
count moved to La Reunion
Aerienne, in Paris, sources say.

The change in lead underwriters
is coupled with the increasing trend
toward following underwriters of-
fering their own terms and condi-

—By Gavin Souter

tions, said Mr. Smith.
“Whereas before an airline might

“be placed with three or four differ-

ent markets and their separate
terms and conditions, now it might
be placed with six or seven mar-
kets all offering their own terms
and conditions,” he said.

“Anybody that can put down a
2% to 3% line is prepared to quote
for his own share,” Mr. Smith said.

This trend reflects the compet-
itive nature of the market, said Mr.
Cook. “People are concerned about
market share, and they have to show
that they are giving something for
the business they take on. You have
to sing for your supper now.”

Soft market conditions have also
forced London underwriters to drop
the demands for quicker premium
payments which they imposed last
year, said Sedgwick’s Mr. Anderson.

Last year, London underwriters
demanded that airlines pay 50% of
the premium within 60 days after
the beginning of the policy, 25%
within 90 days and the final 25%
within 120 days.

However, the tighter payment
terms were not followed by other
major markets, and London un-
derwriters have reverted to the pre-
vious system where airlines pay 25%
of the premium every 90 days, Mr.
Anderson said. But all underwriters
are keeping a tighter rein on credit
control and demanding prompt pay-
ment on the due date, he said.

%

Associate Editor Sara J. Harty con-
tributed to this story.

they face reality, the better.”

“The industry has to recognize
some of the deficiencies in reserves,”
agreed Michael A. Smith, an analyst
with Shearson Lehman Bros. in
New York. “This is one step by one
company,” he said, adding that it
“certainly makes it easier for other
companies to follow now that one
company has done it.”

Reserve bolstering would have to
become far more widespread to
trigger any tum in the property/ca-
sualty market, he said. “This is a
nice first step, but it’s going to take
a lot of cumulative trauma, and
that’s going to take some time.”

ITT and Hartford announced the
charges and restructuring last
Wednesday. The charges comprise;

® $900 million pretax to bolster
reserves and fund the runoff of pre-
1986 surplus lines and reinsurance
business written by First State, New
England Insurance and New En-
gland Re. Much of the widening loss
stems from asbestos and pollution
liability claims, Hartford said.

Some of the reserve additions also
relate to potential unrecoverable re-

insurance—including amounts owed
by the H.S. Weavers (Underwriting)
Agencies Ltd. line slip—though Mr.
Ayer declined to comment on the
extent of the uncollectibles.

The charge amounts to $594 mil-
lion aftertax.

® $250 million pretax to build de-

fense cost reserves for asbestos and
pollution claims. This charge
amounts to $165 million aftertax.

Meanwhile, Hartford will report
$177 million in aftertax realized
capital gains. That reduces the total
aftertax charge to $582 million.

The $680 million ITT is contri-
buting to Hartford to help fund the
reserve bolstering and reorganiza-
tion includes $300 million in cash
and $380 million in common stock
of Alcatel Alsthom, a French tele-
communications company with
which ITT was involved in a joint
venture.

The restructuring of Hartford's
surplus lines and reinsurance op-
erations include these changes:

® First State, New England In-
surance and New England Re will
cease underwriting at year end and

will run off their existing business,

¢ First State Management Group,
Hartford's wholesale underwriting
management arm, will begin writing
non-admitted business through Pa-
cific Insurance Co., another Hart-
ford unit. Pacific’s policyholder sur-
plus has been increased to $200 mil-
lion from $47.5 million at year-end
1991, Mr. Ayer said.

First State Management also will
now report to the same management
overseeing Hartford Specialty Co.,
Hartiord’s specialty lines retail arm.
First State Management and Hart-
ford Specialty will work together
“to strengthen ITT Hartford’s com-
petitive position in the specialty, ex-
cess and surplus market,” the com-
pany said.

® All of Hartford’s reinsurance
operations will be consolidated
under Hartford Reinsurance Man-
agement Co,, which will underwrite
for Hartford Fire Insurance Co.

Meanwhile, Lawrence S. Doyle
resigned as Hartford senior vp and
director of international property/
casualty operations in a move he
anhd Mr. Ayer said is unrelated to the

restructuring. Mr. Doyle will con-
tinue until March 1 as an executive
assistant to Mr. Ayer.

Since 1986, Mr. Doyle has also
been chief executive officer of First
State, New England Insurance and
Cameron & Colhy, the Boston-based
underwriting manager that was
phased out of existence last year.

“I've been doing four jobs for the
last seven years and basically de-
cided to do one job going forward,”
he said.

Hartford’s ratings were placed
under review.,

Standard & Poor’s Corp. placed
the AAA claims-paying ability rat-
ing of the Hartford property/ca-
sualty intercompany pool and Hart-
ford Life Insurance Cos. on
CreditWatch with negative implica-
tions. S&P said it is reviewing the
restructuring but does not expect
the rating will drop below AA.

A.M. Best Co. also placed the
Hartford group’s A+ pooled rating
under review, and Moody'’s Investors
Service Inc. put both ITT’s and
Hartford’s credit ratings under re-
view. (]
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FAS 106

Continued from page 1

welfare benefits. Most companies
previously accounted for these costs
on a pay-as-you-go basis in their in-
come statements.

But, the new rule requires em-
ployers to accrue retiree benefit lia-
bilities as an expense against earn-
ings from the date employees are
hired until they become eligible for
benefits.

Employers also will now be re-
quired to set up a balance sheet
liability for the obligations as they
are accrued.

The new rule will require em-
ployers to either fully recognize
their accumulated retiree liabilities

in the first year after the rule takes.

effect or amortize them over up to
generally 20 years.

FAS 106 goes into effect for most
large companies in GAAP financial
statements for fiscal years beginning
after Dec. 15.

Because of the sting of recogniz-
ing huge retiree health care liabili-
ties, many companies are revising
their benefit programs to try to con-
tain retiree health care costs (BI,
Aug. 17).

The accounting board last year
softened the impact of FAS 106 by
adopting FAS 109, which allowed
employers to offset retiree benefit
liabilities with a *“‘deferred tax
asset.” This asset represents antici-
pated future tax deductions, pri-
marily those generated by payment
of retiree health benefits (BI, May
20,1991). -

The NAIC has since concluded
that insurers should comply with
FAS 106 in preparing their stat-
utory financial statements. But it
is not clear whether the regulators
will recognize FAS 109 or whether
they will modify FAS 106 to soften
its impact.

The NAIC currently plans to fol-
low GAAP implementation of the
accounting rule, including allowing
insurers to recognize deferred tax
benefits, say NAIC officials Darren
Cook and Robert Solitro. Mr. Cook
is the group’s director of financial
services, and Mr. Solitro, the deputy
New Hampshire commissioner,
heads an NAIC working group on

Stock offerings

accounting rules.

But, insurers say matters are not
so clear. Because the NAIC has not
formally advised insurers to adopt
FAS 109, it is not clear that retiree
health care liabilities may be re-
ported net of deferred taxes, said D.
Keith Bell, manager of accounting
policy for Aetna Life & Casualty Co.
and a member of the advisory
group.

Allowing the offset would open
a “Pandora’s box,” forcing regula-
tors to explain why offsets should be
allowed in this area but not in
others, like reporting of unrealized
capital gains and losses, said Alan
Close, associate controller with
Northwestern Mutual Life Insur-
ance Co. Mr. Close also is a member
of the industry advisory group.

Concerned about the rule’s im-
pact on surplus, the advisory group
instead has proposed modifying
FAS 106 in several ways that it says
would better reflect insurers’ legal
benefit obligations.

These modifications include:

® Requiring insurers to recognize
postretirement benefit liabilities
only for retirees and fully eligible or
vested employees, rather than re-
quiring them to recognize their ac-
crued liabilities for all active em-
ployees in the period in which they
provide services, as FAS 106 re-
quires.

But that modification could make
it difficult to tell what an insurer’s
obligations actually are. Benefit
programs do not always spell out
when employees are fully eligible or
vested and courts have not settled
the issue in many cases, explained
Mr. Cook of the NAIC.

® Using a general long-term in-
flation rate in estimating future re-
tiree health care obligations rather
than the much higher health care
cost trend rate that FAS 106 re-
quires employers to use.

® Limiting the period that insur-
ers may amortize postretirement
benefit liabilities to 10 years, rather
than to 20 years as in FAS 106.

The advisory group proposal
would become effective Dec. 31,
1993, for statutory statements, a lit-
tle more than a year after FAS 106
takes effect.

At the advisory group’s request,

the NAIC ran a “field test” compar-
ing the impact of FAS 106 with the
advisory group’s proposal.

Of the 126 insurers surveyed, 28
said they had no postretirement
benefit obligations and 55 said they
had potential liabilities but lacked
specific data.

The NAIC report is based on the
remaining 43 companies—20 stock
insurers and 23 mutuals or fraternal
organizations with total assets of
$816 billion, or 38% of total industry
assets of $2.1 trillion. Nineteen of
the companies were life/health in-
surers, 13 were property/casualty
insurers and 11 were multiline com-
panies.

The survey found that under FAS
106, the insurers’ average balance
sheet liability would grow from
$10.8 million in the first year the
accounting rule was in effect to
$40.8 million in the third year.

If a deferred tax offset were al-
lowed with FAS 106, the average li-
ability—reduced by a 34% effective
tax rate—would grow from $7.2
million in the first year to $26.9 mil-
lion in the third year, the survey
found.

Using the advisory group pro-
posal, though, the average liability
would start at $5.1 million in the
first year and grow to $23.3 million
by the third year.

Examining FAS 106’s impact on
surplus, the survey found that sur-
plus would decline 12% on average
if an insurer recognized its accumu-
lated postretirement benefit obliga-
tion immediately rather than amor-
tizing it.

By contrast, the advisory group
plan produced an average 5% re-
duction in surplus.

Aetna’s Mr. Bell conceded that
allowing FAS 106 liabilities to be
reduced by tax offsets would “re-
move a lot of the urgency” from the
debate over the advisory group pro-
posal.

The surplus hit under FAS 106
would be reduced to approximately
8% if tax offsets were allowed That
impact “is not as severe,” Mr. Bell
noted.

Mr. Cook said he expects the
NAIC will adopt a “statement of
concepts” and resolve the FAS 106
issue by the middle of next year. ®

Continued from page 3
analysts noted.

Allstate reported $10.02 billion
in revenues for the first half, up
4.5% from $9.59 billion in the
first half of 1991. Profits in-
creased 40.5% to $496.4 million
from $353.4 million.

About 10% of Allstate’s busi-
ness is commercial lines, with the
remainder life insurance and
personal lines.

The Allstate offering is “‘a
wonderful idea, because Allstate
is never going to get the value it
deserves when it is buried under
Sears,” said Joyce Culbert, an
analyst with Chicago Corp. in
Chicago.

Charles Ronson, an analyst
with Balestra Capital in New
York, said: “I think it’s an excel-
lent idea.” Shareholders now
have a choice: “Do they want to
own Sears, or do they want to
own Allstate?”

The stock sale will benefit All-
state, Mr. Ronson said. “It will
make them directly responsible,
theoretically, to the market, and
it might make them a little more
aggressive in hustling profits.”

Bruce Ballentine, an analyst
with Moody's Investors Service
Inc., agreed. “Public ownership
should promote more of an
arm’s-length relationship be-
tween Allstate and Sears,” which
would benefit Allstate.

However, William Cavanaugh,

director at Standard & Poor’s
Corp. in New York, said that
S&P’'s “overall view is that it's
basically neutral for Allstate.”

Sears will still own 80%, he
noted. “They will obviously be
the controlling shareholder. They
will have great influence in set-
ting things like dividend policy.”

“I don't think it will make a lot
of difference as to how Allstate
operates,” said Russell R. Miller,
chairman of Russell Miller Inc.,
an investment bank specializing
in insurance issues.

Moody's on Sept. 25 lowered
the insurance financial strength
rating for Allstate Insurance Co.
and Allstate Life Insurance Co.
to Aa2 from Aal and left them
under review for possible future
downgrade after Allstate an-
nounced it would take a $700
million aftertax loss as a result
of Hurricane Andrew.

“Moody’s remains concerned
about Allstate’s ultimate losses
for Hurricane Andrew,” Mr. Bal-
lentine said. The agency will
continue the review in light of
Sears’ restructuring. =

S&P also has placed Allstate
Insurance Co.’s AA+ and All-
state Life’s AAA claims-paying
ability ratings on its Credi-
tWatch list.

But, observers say they do not
believe that the insurer’s hurri-
cane losses will have an impact
on the sale.

“T don’t think the stocks re-
spond to that at all,” said Chi-
cago Corp.'s Ms. Culbert.

Mr. Cavanaugh noted that by
the time of the offering, the true
cost of Andrew “‘should be pretty
well determined. It's not going to
have a significant impact on the
sale or the price.”

Meanwhile, property/casualty
and brokerage stocks posted
solid gains last week, with sev-
eral companies reaching 52-week
highs (see chart, page 31).

Stocks that hit 52-week highs
on Thursday included: American
International Group, $106.63, up
62.5 cents; Aon Corp., $49.63, up
$1; Chubb Corp., $86.25, up 75
cents; Arthur J. Gallagher & Co.,
$28.50, up 50 cents; General Re
Corp., $106.50, up $2.625; Hart-
ford Steam Boiler & Inspection
Co., $59.25, up 87.5 cents; Lin-
coln National Corp., $67.50, up
75 cents; Marsh & McLennan
Cos. Inc., $90.50, up 25 cents;
0ld Republic International
Corp., $25.50, up $1.125; Transa-
merica Corp., $27, up 50 cents;
and Transatlantic Holdings Inc.,
$46.25, up $1.25.

Among the stocks that hit 52-
week highs on Wednesday were:
Aegon U.S. Holding Corp.,
$41.875, up $1.125; and National
Re Corp., $24.25, up 75 cents.
AIG, Chubb, Gallagher, Gen Re
and Old Republic also hit 52-
week highs on Wednesday. ]

Update

Defense pension add-ons killed

WASHINGTON—Congressional conferees last week killed a pro-
vision in a House-passed defense spending bill, H.R. 5006, that
would have added hundreds of millions of dollars to major defense
contractors’ pension costs (BI, May 25).

Companies doing more than $100 million in business with the
Defense Department would have been required to provide spe-
cial benefits to workers age 55 and older with at least 10 years of
service who were laid off because of defense budget cutbacks.

The Senate bill, S. 3114, did not include such a requirement.

Wyatt settles with liquidator

NASHVILLE, Tenn.—The Wyatt Co. has agreed to pay $2.75
million to settle a suit by the liquidator and receiver of Petroleum
Marketers Mutual Insurance Co,, a risk retention group that wrote
underground storage tank liability coverage:

The lawsuit, filed by the Tennessee insurance commissioner,
sought damages allegedly caused by services Wyatt provided to
Petromark. An early 1990 Wyatt review found that the risk reten-
tion group was underreserved and needed to increase its reserves to
$33 million from $10 million to meet outstanding claims (BI, Feb.
19, 1990). In quarterly reviews over the preceding two years, Wyatt
had recommended only minor reserve increases.

Liquidation proceedings began in May 1990 after Petromark,
then the second-largest market for petroleum tank coverage, failed
to raise sufficient new capital (BI, April 16, 1990).

Under the settlement agreement, the receiver will release all
claims against Wyatt relating to its service to Petromark. In
addition to the $2.75 million Wyatt will pay to the receiver,
the consultant will release all claims against Petromark’s es-
tate and the commissioner and relinquish claims for $156,404
in unpaid services. .

EPA waste proposal withdrawn

WASHINGTON—The Environmental Protection Agency last
week withdrew its proposal to relax its definition of hazardous
waste.

The agency proposed last April to no longer consider as hazard-
ous waste certain waste mixtures containing only a small amount of
hazardous material.

But, the EPA withdrew the proposal because it “was severely
criticized by all parties, including industry,” a spokeswoman said.

The proposal was prompted by a December 1991 ruling by the
U.S. Court of Appeals for the District of Columbia that “dismissed
a major component” of the EPA’s hazardous waste regulation in-
troduced in 1980. The court ruled the agency did not provide a
sufficient comment period when it introduced its so-called “mix-
ture and derived rule.” That rule states that all mixtures containing
any amount of hazardous material are considered hazardous.

After the appellate court ruling, the EPA reinstated the rule on
an emergency basis. But, in April it proposed adopting its relaxed
rule in 1993.

The EPA now plans to meet with representatives of “environ-
mental groups, industry and the states to solicit their input” on pro-
mulgating a rule governing hazardous wastes in mixtures.

Briefly noted

Dennis H. Chookaszian took over as chairman and chief execu-
tive officer of CNA Insurance Cos. last week, succeeding Edward J.
Noha. Mr. Noha was named chairman of parent CNA Financial
Corp., succeeding Laurence A. Tisch. Mr. Tisch is now CNA Finan-
cial Corp.’s CEO. . . .Congressional conferees were meeting over the
weekend to hammer out a compromise tax bill. Tax bills passed
last week by the Senate and earlier by the House contain numerous
pension simplification and other employee benefit provisions. . ..
The House failed by 27 votes last week to override President Bush'’s
veto of family leave legislation, S. 5 (BI, Sept. 21). The Senate
had earlier voted to override the veto. . . .First Insurance Co.
of Hawaii Ltd., the state’s largest insurer, estimates its gross losses
due to Hurricane Iniki at $275 million. The company said it had a
“comprehensive reinsurance program”. . . .Pennsylvania’s General

~ Assembly will convene today for a special session to consider pend-

ing bills on workers compensation and health care for uninsured
children. . . .The Illinois Insurance Department has notified George
E. Foundos, president of Chicago-based Quill Marine Insurance
Brokers Inc., that it will not renew his agent’s license. Mr.
Foundos—who has 30 days to request a hearing—is involved in
litigation with Royal Insurance Co. of America over a block of
excess liability business on which Royal claims it was defrauded
(BI, July 20). . .. A Tennessee administrative law judge has denied
the 25% workers compensation rate hike requested by the Na-
tional Council on Compensation Insurance. But, the judge acknow-
ledged that current rates are too low. .. .The NCCI is seeking an
average 17.1% increase in pure workers compensation premium
in Maryland. . . .American International Group Inc. has sold its
Paul Napolitan Co. reinsurance brokerage unit to Marsh &
McLennan Cos. Inc. M&M's Guy Carpenter & Co. Inc. unit is the
largest U.S. reinsurance broker. . . .The Virginia State Corporation
Commission has approved a state insurance department plan under
which Hartford Life Insurance Co. will assume up to 184,000 annu-
ity contracts and life/health insurance policies previously writ-
ten by the defunct Fidelity Bankers Life Insurance Co. of Rich-
mond, Va. . . .A Pennsylvania judge has ordered the liquidation of
Pottsville, Pa.-based National Security General Insurance Co.,
an accident and health insurer that wrote only in Pennsylvania. The
insolvency is estimated at between $1 million and $4 million.
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Andrew’s ill wind blows no good

Exercise patience, because catastrophic losses don't guarantee a market turn

By LEONARD M. WILSON

Special to Business Insurance

URRICANE ANDREW CUT a malev-

olent swath through South Florida,
and insurance stocks soared. That in a
nutshell described the investor reaction to
the massive insurance losses in the wake
of the storm. It is an ill wind that blows no
good.

This is not the first time that inves-
tors have reacted with a degree of ju-
bilation upon sighting insurance losses of
catastrophic proportions. But then the in-
surance business, either underwriting or
brokerage, has not provided much in the
way of gratification for some time. And
the aftermath of the hurricane brought
more than a little controversy over pros-
pects for pricing on commercial lines.

We have kept our own counsel about the
potential for a turn in premium rates, ba-
sically a show-me position. But we learned
long ago that important changes in mean-
ingful investment variables like premium
rates are usually foreshadowed by highly
nuanced shifts. Therefore, we seek dif-
fering views to be sure we're not missing
subtleties with significant implications.

What do our contacts think? None were
willing to suggest that Andrew’s losses
would trigger an outright turn in the mar-
ket. That’s understandable, given the
length of the current soft market and the
number of times forecasters have found
themselves to be premature in their ex-
pectations for better pricing.

The optimists, still very much in the
minority, think that a firming in com-
mercial markets may definitely be closer,
possibly by mid- or late 1993. They reason
that since reinsurance markets have suf-
fered another hit, rates on property catas-
trophe coverage will continue to rise.
Soon, primary markets will respond, per-
haps on a rotational basis, with commer-
cial property first and liability later.

Another viewpoint recognizes the rise in
prices outside the United States along
with the impact on catastrophe coverages
as a catalyst for higher rates within our

domestic insurance markets. Insurance
capital will flow from low-return, de-
pressed U.S. markets to higher-return,
more adequately priced international
markets. This shift in capacity will even-
tually tighten the U.S. market.

Some contacts cite the sheer magnitude
of losses from Andrew. Claims of $8
billion or $10 billion are astronomical
numbers in the real world. Even in the in-
surance world, with a domestic industry
surplus of $160 billion, losses of that mag-

Our informal straw poll
suggests that most
observers do not look for a
market turn until late next
year, or until 1994.

nitude are painful. On one hand, industry
capital is depleted, and on the other, pos-
sible underreserving becomes a more criti-
cal issue. And what if another catastrophe
of that magnitude hits the industry?

The skeptics do not budge, though. They
see an industry with too much capital,
notwithstanding Andrew’s losses. More-
over, turning points in markets have re-
quired something of a crisis atmosphere,
witness 1974 and 1984. The industry is not
yet in a crisis. Of course, there is no immu-
table rule that dictates insurance markets
must be turned around by a big bang.
Perhaps a whisper will do if the financial
underpinnings are sufficiently eroded.

Nevertheless, our informal straw poll
suggests that most observers do not look
for a market turn until late next year, cr
until 1994. The soft market appears to re-
tain its tenacious grip.

Insurance brokerage stocks have per-
formed well since Hurricane Andrew. Not
everyone will credit the storm with the
price gains. Whatever the cause, brokerage
stocks are now selling at the most gener-
ous valuations in some time. We estimate

o

that price ratios range from 17 to 20 times
consensus earnings estimates for 1992,
with Marsh & McLennan Cos. Inc. at the
higher end of the range.

Insurance brokerage stocks are accus-
tomed to premium valuations. They now
sell at or above the price-to-earnings ratio
of the broad market averages. For inves-
tors long conditioned to the stock market's
inscrutable ability to react to events in the
future long before they become discernible
to the experts, these valuations are cause
for contemplation. Maybe the turn in pre-
mium rates is not that far off.

We follow a rule of thumb. Brokerage
stocks are likely to strengthen at least six
months before anyone can confidently as-
sert that insurance markets are firming.
This is the discounting process that re-
quires anticipatory decision rules. If the
advocates of a mid-1993 turn in rates are
correct, then the present strength in bro-
kerage stocks might be quite rational.

If the turn is delayed, then it is ar-
guable that brokerage stocks may have to
mark time. These are the everyday di-
lemmas that beset investors. Enough has
happened to eliminate any complacency
for one point of view or the other.

Wall Street will be carefully watching
upcoming January renewals as well as any
change in the demand for reinsurance. As
we said earlier, it will be the nuances that
provide clues to the course of pricing, and
the action of insurance brokerage stocks.
Pricing, we repeat at the risk of belabor-
ing the point, persists as the catalyst for
much improved brokerage profitability
and stock appreciation. [ |

Leonard M. Wilson is a
senior vp with Lazard
Asset Management Inc.
He is a member of the
New York Society of
Security Analysts.
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I Marsh & MclLennan NYS 90.38 212 11.06 9088 70.00 820 268 297 21 28.00 323
E ! Poe & Associates oTe 1350 8.00 12.50 1600 1125 27 040 296 17 282 479
i ' BROKERS AVERAGE 1.6 94 21 27
;1 CONGLOMERATES & HOLDING COMPANIES
I_ ! Beridey W.R. Corp. o1 4388 283 43,85 4400 2400 B6S 036 082 15 36.95 1.19
¥ | Berkshire Hathaway inc, NYS 9450.00 1.34 442  9450.00 254.69 0 000 000 32 727000 1.30
3 ITT (Harttord Group) NYS 67.00 4.69 16.02 7063 5000 1735 184 275 19 112.05 060
11 Sears (Allstate) NYS 4300 330 13.53 48.00 3250 5024 200 485 11 34,50 1.25
}- E CONGLOMERATES AVERAGE 30 185 21 19
i | INSURERS/REINSURERS
[: I AEGON M.V. NYS 41.75 a.09 19.29 4175 2869 86 268 642 7 NA NiA
i Aetna Life & Casualty NYS 4138 122 -5.97 47.00 3325 1080 276 667 14 87.60 047
J Allied Group Inc, oT1c 28.75 4.55 69.12 2875 1625 258 064 223 9 1985 1.45
Amencan General NYS 43.00 175 10.11 50.38 39.00 644 208 424 1" 60.00 082
% Amencan Herntage Life ins, NYS 32,50 1.96 6.12 3250 2194 6 0B84 258 18 NA N/A
American Indemnity/Fin'l o1C 513 0.00 789 925 450 3 008 156 8 12.93 040
1 | Amerncan Intemational NYS 10563 330 737 10563 7863 3541 056 053 14 9930 1.06
Aon Corp, NYS 49.00 426 2366 4975 2475 382 168 343 12 3970 1.23
! Argonaut Group orc 2950 261 2421 3025 2175 10 084 285 8 2096 141
AVEMCO Corp, NYS 25.75 9.57 3.00 2800 2150 27 040 155 25 955 2.70
Baldwin & Lyons Inc. o1C 3000 -478 16.50 3300 2350 12 048 160 8 2429 1.24
Chandler Insurance Q1c 463 0.00 4231 7.63 2.3 6 000 000 42 595 0.78
Chubb Corp, NYS 8350 121 8.44 8350 6075 2491 160 192 13 4267 1.96
CIGNA Carp, NYS 5200 272 1483 61.75 4413 910 304 585 1 11715 044
CNA Financial Corp. NYS 92.38 179 5.74 10450 7850 122 000 000 10 70.23 1.32
Continental Corp. NYS 24,68 205 9,95 3475 2000 1962 260 1045 17 4000 0.62
EXEL Lid. NYS 4225 -0.88 12.67 4375 2975 s21 092 218 a N/A N/A
Fund American Corp NYS 70.38 0.18 are 7125 6250 118 068 097 18 3611 1.95
Fremont General Corp, ore 2625 194 7.69 2675 1700 1M 100 381 6 4555 058
Frontier Insurance Group NYS 3475 0N 28.70 4050 2191 3 060 173 13 2665 1.30
Gainsco Inc ASE 12.50 638 33.93 1375 722 61 004 032 19 337 an
Genetal RE Corp. NYS 106.12 639 417 10613 7750 3198 180 170 14 7885 135
Guaranty National Comp. NYS 19.75 4.64 36.21 1975 1263 485 048 243 13 MA NIA
| Hanowver Insutance Co. (8] {0} 46.50 a9 30.07 47.00 2850 101 D44 095 10 37.44 1.24
| Harleysville Group ore 2500 638 1765 2500 1675 313 064 256 10 2299 1.09
| Hanford Steam Boiler NYS 58.50 021 1.74 §9.13 4513 51 212 362 17 3550 1.65
Kemper Comp. NYS 2363 161 -38.03 4613 2075 617 092 389 10 50.00 047
Lawrence Insurance Group ASE 838 182 -24.72 11.13 700 4 048 573 19 4N 178
Liberty Corp. NYS 2750 045 24.29 3288 2043 13 048 175 12 2035 084
Lincoln National NYS 66.63 0.9 21.69 67.13 47.38 318 282 438 12 B1.00 082
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insuranoe industry stocks soared last wsek, as
the Business Insurance Index climbed 18.7
points to 864.0 on Oct. 2 from 845.3 on Sept. 25.
Advancing issues were led by National Re
Corp., up 11.1%; AVEMCO Corp., up 9.6%; and
Phoenix RE Corp., up 8.5%. Declining issues
followed Reliance Group Holdings, down 8.9%;
Tokio Marine & Fire, down 7.4%; and Baldwin &
Lyons Inc., down 4.8%. The most active issue
was Sears (Alistate), 5.0 million shares traded.
The Bl index was up 2.2%; the NYSE Composite
was down 0.8%; the Standard & Poor’s 500 was
down 0.9%; and the Dow Jones 30 Industrials
fell 1.5%.

Bﬂtlsh Issues

Markel Corp, o1C 2800 090 27.27
Mutual Risk Mgmt. Lid, NYS 3325 391 -5.34
NAC Re Carp: O1C 35.50 3.65 12,70
National Re Corp, NYS 2625 1111 N/A
Navigators Group o1C 3225 0.78 -21.34
Nobel Insurance LTO. Q1C 463 0.00 1563
NWNL Comparies NYS 3888 000 24.90
Ohia Casualty Corp. o1C 6500 -0.38 3131
Oid Republic Infl NYS 24.88 9.94 40.14
Orion Capital Corp. NYS 39.75 000 2569
Phoenix RE Corp. QT1C 12.75 851 21.43
Provident Life NYS 26.00 0.97 11.83
Ra Capital Corp. ASE 13.50 1.89 -£5.098
Relianca Group Holdings NYS 513 -a89 24,24
RLI Insurance Corp. NYS 20.63 an 25.00
1. Paul Companies NYS 75.25 273 326
SAFECO Corp. o1c 54.13 1.64 11.03
SCOR U.S. Corp. NY5 17.38 775 13.01
Seibels Bruce Group (8}10] 263 500 -52.27
Selective ins. Group o1c 19.63 0.64 1716
Statesman Group Inc. o1c 738 -167 2826
Tokio Marnng & Fire orc 4525 742 -12.14
Torchmark Corp, NYS 5063 049 3.2
Transamerica NYS 4225 .088 596
Transatiantic Holdings NYS 46 50 B.i4 19.61
Travelers Corp. NYS 2238 219 347
Trenwick Group Inc. o1C 3675 852 28.95
Uniled Fire & Cagualty oTc 4250 5.92 41.67
Unitrin oTc 36,75 068 280
UNUM Corp. NYS 4250 3.98 494
US Facilities Corp. oTC 213 -1.35 3866
USF&G Corp. NYS 10.88 0.00 50.00
USLICO Corp. NYS 18.50 350 000
USLIFE Corp. NYS 4725 -207 -1.31
Washinglon National NYS 2288 054 44.09
Zenith National ins. NYS 17.00 1.45 0.74

INSURERS/REINSURERS AVERAGE 19 119

HEALTH MAINTENANCE ORGANIZATIONS

FHP Internationat
Pacificare Health Sys.
Safeguard Heaith Enter.
Sierra Health Services
United Healihcare Corp,
United Medical Corp,
LS. Healthcare (3)

HMOs

ALL COMPANIES

arc
o1e
ore
ASE

ASE
Q1c
AVERAGE
AVERAGE

18.00
39.00

763
30.50
48.75

713
4425

286
263
1.67
-1.21
183
-1.72
a3
1.3
20

2632
-1.27
-18.67
229.73
-34.56
1.79
59.94
76
196

L 1 Week
| Oct. 1 Price PE Div. Yield High—Low
i Companies pence pence %  pencepence
. Commi Unlon 535 NM 315 59 535-528
« Genl Accident 516 NM 357 69 518-—497
Gdn Royal Exch 152 NM 100 66 152—150
Royal 189 NM 70° 37 189178
Sun Alliance 301 NM 180 63 305301
. Brokers
' Bradstock 120 134 63 52 120—11¢
CE Heath 292 170 345 118 297288
-+ Hogg Group 130 123 109 84 131—117
JiB Group 140 108 100 73 140—138
Uoyd Thompaon 208 168 75 36 218206
Lowndes Lmbrt 259 100 168 65 262259
PWS Holdings 49 56 53 108 49—49
Sedgwick Grp 134 106 BO® 60 14213
- SwelBridoes 197 99 177 89 206—199
Wilits Comroon 197 124 176 89 204195
. SoiroaP Prilio Olsen, London L * Estimaled
Annual MKUBK. 1
High  Low Vol{000) $ Div. % Yield P/E Book value value
28715 1115 12 000 000 7 1559 180
arrs 2225 68 024 072 21 5 e
35,50 21.75 1174 016 0.45 16 18.90 188 -
2625 17.00 330 012 0.48 14 NA NA
4825 2850 0 000 000 18 1352 239
600 350 47 000 000 3 7.76 080 |
4375 2525 2 148 38 1 62.65 g6z
6525  44.00 164 268 412 10 18,00 &l |
2488 1513 805 040 1.61 9 3309 075 |
4025 2900 7% 082 231 7 4350 091
1275 850 458 020 187 26 13.30 086 '
2800 1800 180 1.00 385 1 29,50 oeg
1638 1225 4 024 178 16 16.07 084
588 250 104 032 6.2¢ a 6.40 080 |
2138 1475 13 052 252 9 1441 1.43
8075 5713 932 272 36 7 8660 087
5413 3613 1553 164 303 14 51.65 106
1888 1313 14 028 161 9 11,19 185 o
675 213 229 036 1AN 1 10,60 0.25
2350 1525 40 112 57 8 3075 064
813 488 209 000 000 4 248 207
§525 3225 0 000 000 - 7093 064
8338 3284 422 104 208 15 4095 124
4675 3563 616 200 473 21 55.00 a7 ‘&
4650  29.00 181 028 052 14 1848 283 B
2375 1743 2783 160 7.5 9 59,00 038
3675 2300 @17 080 218 13 2.7 189
4250 2884 4 100 235 9 3539 120 |1
3825 3100 75 120 327 13 37.23 089
4500 20.50 655 064 151 13 37.70 178 =
1900 700 €89 000 000 7 958 095
1500 563 1178 020 184 a2 1230 088 |
2038  17.00 42 100 sa1 20 3315 056 |
$250 3850 78 172 3s4 9 84.55 056 [
2338 1400 21 108 a2 87 3350 068 f
1950 1375 3N 100 588 8 13,14 129 |
33 17 £5
1950 988 459 000 000 18 15.50
435 1075 195 000 000 23 28.25
1475 675 27 000 000 10 353
275 12238 207 000 000 15 1.78
5275 2550

875
4541

5.88
15.66
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For nearly a century and a half, the Shield has been poised
not to do battle but to defend. sodio,

Protecting business and home, property and possessions. TETY
A worldwide symbol of an organization with a rich history Royal |nSU ra nce
as legacy. And a bright future as promise.

Strong. Stable. Steadfast.
Royal Insurance. Your shield against the unexpected.

YOUR SHIELD AGAINST
THE UNEXPECTED.




