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NYIE liabilities
may drain fund

By DOUGLAS McLEOD

NEW YORK—The unpaid liabilities of insolvent New York Insur-
ance Exchange syndicates may far exceed the ability of the ex-
change’s security fund to cover them, the exchange confirms.

While security fund assets totaled $39.1 million at the end of
last year, a draft actuarial review of several insolvent exchange
syndicates found that unpaid obligations on an undiscounted basis
could add up to three times that amount or more, exchange sources
say.

The directors of the exchange’s security fund voted Sept. 2 to
draw down $25 million of the fund’s deposits to cover insolvent
underwriting members' obligations (BI, Sept. 7).

The security fund board acted after reviewing an actuarial report
concerning six of the exchange’s eight insolvent syndicates submit-
ted by the Tillinghast Division of Towers Perrin Forster & Crosby
Inc.

In a meeting last Friday, the exchange’s board of governors de-
cided against exercising its constitutional power to assess syndi-
cate members up to $500,000 each to rebuild the deposit fund.

Exchange officials and other observers had expressed doubt that
the governors would approve such an assessment so soon after the
deposit fund drawdown.

“There’s a lot of political pressure on the exchange at this
point not to make a second call, I think that would be the proverbial
straw’” that breaks the camel’s back, said one observer who re-
quested anonymity.

The exchange board also voted to expedite development of a bai-
lout proposal for the insolvent syndicates that would involve con-
solidation of their assets and liabilities into a single runoff syndi-
cate.

Funds for the runoff syndicate—known as Syndicate 100—would
come from the insolvent syndicates themselves, from other ex-
change syndicates and brokers and from the security fund (BI, Aug.
31).

Although the recent security fund drawdown was not approved
specifically to aid the Syndicate 100 plan, the funds could be used
to move the plan forward, exchange officials say.

Continued on page 73
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Florida sues to block Bel-Aire
from insuring purchasing group

TALLAHASSEE, Fla.—The Florida
Insurance Department has filed a law-
suit against Missouri-domiciled Bel-
Aire Insurance Co. to block it from in-
suring purchasing group members in the
state.

The suit, filed last month in U.S. Dis-
trict Court for the Northern District of
Florida, also names Risk Retention Ser-
vice Corp.—which provides policy is-
suance and other services to Bel-Aire—
and National Amusement Purchasing

Continued on next page

gives policyholders

priority during liquidation

By STEPHEN TARNOFF

CHICAGO—Direct policyholders and state guaranty
funds with claims pending against an insolvent insurer
should be given access to the insurer’s assets before
insurers that ceded reinsurance to the insolvent com-
pany, a state court decision says.

Cook County Circuit Court Judge David J. Shields
ruled late last month that insurers that purchased
reinsurance with the now-insolvent Reserve Insur-
ance Co. and Security Casualty Co. are classified only
as general creditors of the insurers’ estates, not as poli-
cyholders. Those insurers are

ceded business to Security Casualty have sought to re-
cover claims totaling more than $54 million from the
insurer’s estate. .

In addition, approximately 24 ceding companies
have filed claims against Reserve totaling about $90
million. However, Reserve’s liquidator contends in a
preliminary estimate that only about $5.6 million of
these claims should be allowed.

Judge Shields’ decision is believed to be only the
third issued nationwide on the growing debate over
whether reinsurance claims against insolvent insurers
are to be treated equally with direct claims.

Two other decisions also have

seeking more than $144 million

held that ceding companies are

. from the two companies’ estates. Policyholders and guaranty ‘' | general creditors of an insolvent

Because the Illinois insurance o . insurer’'s estate, although law-
code mandates that policyhold- funds will receive a Iarger yers for ceding companies in the
ers’ claims be paid before those share of the insolvent Reserve and Security Casualty

of general creditors, policyhold-
ers and guaranty funds will re-
ceive a larger share of the insur-
ers’ estates than if the ceding
companies had also been given
preference, attorneys say.

In addition, the decision means that it is unlikely
that the approximately 175 insurers that ceded busi-
ness to the two insolvent companies will be able to
recover anything from the Reserve and Security Ca-
sualty estates because of the limited amount of assets
to be distributed to general creditors, attorneys add.

Reserve was placed in liquidation in 1979 and Secu-
rity Casualty was placed in liquidation in 1981 (B
March 23, 1981).

Reserve currently has $5 million in assets, while
claims total $20 million, according to the Illinois In-
surance Department. Security Casualty now has $7.5
million in assets, while claims total $61 million.

About 149 insurance or reinsurance companies that

insurers’ estates because of
the ruling, attorneys say.

cases say those cases are not ap-
plicable to this case partly be-
cause of differences among dif-
ferent states’ insurance codes,
among other factors.

Illinois Director of Insurance
John E. Washburn, who is the liquidator for Security
Casualty and Reserve, filed petitions in 1986 in Cook
County Circuit Court asking for a ruling that claims by
ceding companies against the insolvent insurers are
actually considered under the state insurance code to
be claims by general creditors.

At issue in the case was the interpretation of the
Illinois insurance code that, like the codes of other
states, sets outs the order in which assets of insolvent
insurers are to be distributed.

The statute provides that following the payment of
certain administrative expenses and employee wages,
the next in line in terms of priority under Section
Continued on page 71

Safety watchdog fights lap dog image

By DEBORAH SHALOWITZ

WASHINGTON—No longer sweet 16, the
Occupational Safety and Health Adminis-
tration often behaves much like the 17-year-
old adolescent that it is.

With its feet in the mud and its head in the
clouds, the agency espouses lofty ideals yet
dawdles in taking action, some critics
charge.

- Foremost among the complaints against
the agency is that it is excruciatingly slow in
develo};i’ng workplace safety standards.

And, while the agency prides itself on tar-

#€ting for inspections only those employers
most likely in viclation of OSHA standards,
the proposed penalties in recent years pale in
comparison with the amount of penalties
proposed during the late 1970s (see chart). -

However, John A. Pendergrass, OSHA’s
administrator and an assistant secretary of
labor, contends the agency is just suffering
from growing pains as it matures into adult-
hood.

For example, OSHA last month issued its
most far-reaching rule ever—a revised haz-
ard communication standard—and during
1987 the agency proposed record-setting
penalties for some of the nation’s largest em-
ployers for alleged violations of federal
safety and health standards.

And, Mr. Pendergrass promises the public
will see a flurry of activity from OSHA in the
next few months and into next year. He pre-
dicts that a final rule on formaldehyde expo-
sure will be out by the end of this month, and
rules on handling hazardous waste will not
be far behind.

In addition, rules relating to grain dust
and concrete construction will be issued
within a few months, he says.

Furthermore, next year OSHA expects to
issue a revision of its entire list of permissi-
ble employee exposure to chemicals, accord-
ing to Mr. Pendergrass.

“IWe expect to have a proposal for the re-
vision early in 1988 and a standard in place

Continued on page-65
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Update

Florida sues Bel-Aire

Continued from previous page
Group Inc. All three defendants are based in St. Louis.

The complaint charges that Bel-Aire has written coverage for
four Florida members of National Amusement Purchasing Group in
violation of state law and the federal Risk Retention Act.

Florida law requires insurers of purchasing group members lo-
cated in the state to be either authorized, eligible surplus lines
insurers or risk retention groups, according to the complaint,

The suit seeks an injunction prohibiting the defendants from
doing business in the state and asks for a declaratory judgment of
the rights of the various parties under state and federal law.

Bel-Aire has not yet filed an answer in the case. However, Arthur
A. Blumeyer, the insurer’s president, said that under the federal
act, only the state in which the purchasing group is established can
regulate the group’s insurer. Bel-Aire also is fighting an adminis-
trative action brought by the Iowa Insurance Division, which has
taken a position similar to Florida’s (see related story).

Rick Thornburg, a staff attorney with the Florida department,
said that Bel-Aire has assumed business previously written by
Dyna Span Corp., which was hit with cease and desist orders in
several states, when it tried to operate as a purchasing group (BI,
May 26, 1986; March 3, 1986).

Mr. Blumeyer confirmed that Bel-Aire had written some Dyna
Span business, but added that Bel-Aire has since ceased doing so.

Frontier challenges lowa

DES MOINES, Iowa—Frontier Insurance Co. last week asked a
U.S. District Court in Des Moines to clarify the definition in the
1986 amendments to the Risk Retention Act of where a purchasing
group is considered located.

Monticello, N.Y.-based Frontier is seeking a declaratory judg-
ment that a purchasing group is located in the state where the
group is domiciled, said Bruce Foudree, an attorney with Mitchel.,
Williams, Selig & Tucker in Chicago representing Frontier and a
former Iowa insurance commissioner.

The litigation was filed because Iowa’s Insurance Division says
that a purchasing group is located where its members are located,
and therefore, Iowa’s insurance regulators can require Frontier to
be authorized or admitted in the state to sell insurance to Iowa
members of a group domiciled elsewhere.

The division summoned Frontier and 22 other insurers to an ad-
ministrative hearing Sept. 8 to determine whether they should be
fined for violating the state’s Unauthorized Insurers Act (BI, Aug.
17; Aug. 3; July 27).

Frontier also asked the federal court for a preliminary injunction
to stop the Insurance Division’s proceedings.

In addition, four other unauthorized insurers last week asked the
Insurance Division's hearing officer to dismiss the division’s pra-
ceedings, according to attorney John Schachterle with Hopkins &
Huebner in Des Moines, who is representing the four insurers: Bel-
Aire Insurance Co. of St. Louis; Swanco Insurance Co. of Tucson,
Ariz.; Fund Insurance Co. Ltd. of Bermuda and its affiliate United
International Insurance Co.

Most of the remaining unauthorized insurers summoned by the
Insurance Division have agreed not to sell insurance to purchasing
group members in Iowa, an insurance spokeswoman said. Others

have obtained, or are seeking, status as eligible surplus lines insur- .

ers in Iowa or are planning to write purchasing group coverage
through affiliated eligible surplus lines insurers.

The first court test of Risk Retention Act’s purchasing group
provisions was filed recently by Insurance Co. of the State of Penr.-
sylvania, a subsidiary of American International Group Inc., in a
federal court in New York (BI, Sept. 7).

Grob charged with theft

LONDON—Former Alexander Howden Group P.L.C. Chairman
Kenneth V. Grob was charged with theft in London last week after
being extradited from France.

Mr. Grob was charged at London’s Guildhall Magistrates Court
with stealing “1.135 million pounds ($1.9 million at current ex-
change rates) belonging to members of Lloyd’s syndicates 126/129
or Alexander Howden Insurance Brokers Ltd.” According to tke
indictment, the theft took place “on or about Aug. 7, 1981.”

Mr. Grob was arrested at his home in the south of France in
July in connection with the transfer of ‘““millions of pounds”
from Howden and its subsidiaries prior to 1982. Four other men,
including former Lloyd's of London underwriter Ian R. Posgate,
were arrested in England on charges stemming from the purchase
of a Swiss bank with funds allegedly diverted from Howden and
subsidiaries (BI, July 20).

Mr. Grob was released on 100,000 pounds ($164,600) bail pendirg
an Oct. 13 hearing.

AEGON Re stops writing

NEW YORK—AEGON Reinsurance Co. of America stopped writ-
ing new and renewal treaty reinsurance for property/casualty
risks on Sept. 1 because the company’s owners want to concentrate
their efforts on their life insurance affiliates,

The New York-based reinsurer, which changed its name from
Ennia Reinsurance Co. of America at the beginning of the year, is
letting its book of business run out, said K. Scott Norris, AEGON
Re’s executive vp. It wrote treaty reinsurance for primarily prop-
erty risks, emphasizing fire and commercial multiperil contracts.

The decision was made by executives of AEGON Re’s parent com-
pany, AEGON N.V. in The Hague, Netherlands. ‘“They didn't see
the long-term earnings potential in reinsurance that they are
achieving from their life companies,”” Mr. Norris said.

AEGON Re wrote $16.35 million in net premiums in the first six
months of 1987, Mr. Norris said.

Continued on page 73

London reinsurers clash
over payout in jet crash

By CAROLYN ALDRED

LONDON—The appeal of a recent High Court ruling
could set an important precedent in the London ex-
cess-of-loss reinsurance market, underwriters believe.

A deputy judge ruled in a summary judgment earlier
this summer that excess-of-loss reinsurers must pay
ceding companies for the ‘‘provisional” claims they
paid stemming from the June 1985 explosion of an Air
India Boeing 747 jetliner off the Irish coast (BI, July
1, 1985).

Reinsurance claims stemming from the loss of the jet
will not be finally settled until 1988 at the earliest.

The Air India disaster killed 303 passengers and 22
crew members and produced the largest hull loss in
aviation history.

Air India has received $98.5 million for damage to
the hull, plus $3.5 million for a spare engine on board,
from its aviation underwriter, General Insurance Corp.
of India.

However, the cause of the explosion—which was ru-
mored to be caused oy a terrorist bomb—still remains
a mystery despite an extensive inquiry by the Indian
government. As a result, London reinsurers are in ar-
bitration-to decide whether GIC's “all-risk" aviation
reinsurers or war risk reinsurers should reimburse
GIC.

The arbitration is due to start in January or Febru-
ary, observers say.

Meanwhile, both sets of reinsurers have contributed
to pay 50% of the loss to GIC until the arbitra-

-
tion is concluded.

Some of GIC’s reinsurers and their quota-share rein-
surers then sued their London market excess-of-loss
(LMX) retrocessional underwriters to recover the in-
terim payments made to GIC. However, some LMX un-
derwriters claim the interim payments to the GIC are
merely loans and contend they are not obliged to settle
the claims until the arbitration is concluded.

In a summary High Court judgment issued June 26,
Deputy Judge Adrian W. Hamilton ruled in favor
of four Lloyd’s of London underwriters in an action
brought against Maurice Hussey, chairman of Lloyd's
underwriting agency R.H.M. Outhwaite (Underwriting
Agencies) Ltd. Underwriter Richard Outhwaite was
the lead LMX reinsurer for the four plaintiffs.

The judge rejected Mr. Quthwaite’s claim that the
wording of the LMX contract does not allecw for the
recovery of loan payments.

Judge Hamilton saw “no reason for excluding in-
terim payments, or provisional payments, or payments
by way of loan, provided they were paid within the
terms and conditions of the GIC reinsurance, as 1
hold that they were.”

There is no implied limitation in the contract, Judge
Hamilton ruled. “It seems to me immaterial :f the pay-
ment is said to be a loan, or if the payment is subject to
adjustment in certain circumstances,” he said.

“I appreciate that the point is of importance in the
insurance market, but I do not consider that this
should deter me from giving judgment on the clear

Continued on page 71

Initial risk retention group
makes plans after false start

By JERRY GEISEL

DOVER, Del.—Organizers of the first risk retention
group established under the expanded Risk Retention
Act are making a new effort to launch the program.

While the licensing of Delaware-chartered C-PAC-O
—short for CPA Risk Retention Group Corp.—was an-
nounced late last year with fanfare at a Washington
press conference, it has yet to get off the ground.

The risk retention group for small to medium-sized
certified public accountants had been expected to
begin writing policies shortly after it was licensed (BI,
Dec. 8, 1986).

However, C-PAC-0’s manager, Professional Services
Corp. of Boise, Idaho, stopped marketing the program
in February, and Delaware Insurance Commissioner
David N. Levinson in June suspended C-PAC-O’s li-
cense because it had not raised the $10 million in capi-
tal and surplus it agreed to have on hand before
writing policies. .

“They got the charter and stopped cold. They never
carried out their business plan,” Mr. Levinson said.

James Sullivan, president of Professional Services
Corp., said he decided to suspend promotional ef-
forts when he realized that his 1%-year-old company
lacked the resources to market a national program.

Inside

““We did not anticipate all the costs necessary to
start this program. It soon became apparent that mar-
keting C-PAC-0O would cost more than we had raised,"”
Mr. Sullivan said.

“I made a business decision. If it could not be done
right, it would not be done at all,” Mr, Sullivan
said, referring to the suspension of marketing efforts.

While Mr. Sullivan would not reveal how much Pro-
fessional Services had spent marketing C-PAC-0O, ex-
perts note that risk retention group startup costs can
be substantial.

For example, according to an information circular
describing a new risk retention group for trial lawyers,
the group’s manager will incur estimated startup costs
of $513,000 to cover marketing, underwriting ex-
penses, system development and administrative ex-
penses (BI, Aug. 17).

Mr. Sullivan says Professional Services ncw is in the
final stages of negotiations with a major U.S. broker,
whom he declined to identify, to assist in marketing
C-PAC-O.

The broker has expertise in managing professional
liability insurance programs and in marketing to asso-
ciations, he said.

“They have people on their staff who understand

Continued on page 4
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Outhwaite
to pay claims
for syndicate

By CAROLYN ALDRED

LONDON—Lloyd’s of London underwriter Richard
Outhwaite will pay asbestos-related claims filed by one
Lloyd’s syndicate on a runoff reinsurance policy, but is
charging the syndicate an additional premium.

Charles Skey, underwriter for syndicate 219, man-
aged by Edwards & Payne (Underwriting Agencies)
Ltd., told syndicate members in a letter earlier this
month that Mr. Outhwaite has agreed to pay claims on
a runoff policy placed with incidental non-marine syn-
dicate 661, managed by R.H.M. Outhwaite (Under-
writing Agencies) Ltd.

However, Mr. Outhwaite still refuses to pay claims
filed by several other syndicates that bought runoff po-
licies from syndicate 661.

At least one syndicate has filed a lawsuit against the
Outhwaite agency (BI, Feb. 16) because of its refusal to
pay the claims, while others are taking the matter to ar-
bitration. :

Mr. Outhwaite is refusing to pay claims on runoff
policies placed with syndicate 661 until he receives
more information about the underlying policies that
covered asbestos risks.

Many in the market, however, accuse Mr. Outhwaite
of using stalling tactics because ashestos-related claims
are being filed much more quickly than he expected as
a result of the Wellington Agreement, which settled as-
bestos coverage disputes and established an asbestos
claims facility (Bl, May 4).

Mr. Outhwaite was unavailable for comment last
week, but agency Chairman Maurice Hussey confirmed
that an agreement had been reached with syndicate
219.

“This will convince people that we are prepared to
negotiate and that the dispute can be sorted out amica-
bly,” said Derek Purssell, claims manager for the Quth-
waite agency. _

Mr. Skey’s says in his letter to syndicate 219 members
that Mr. Quthwaite has agreed to make deferred pay-
ments to settle the syndicate’s claims on the condition
that Mr. Skey pays an additional premium. However,
Mr. Skey does not specify in the letter how much
he is paying or when the claims will be paid.

The letter seeks a pledge of confidentiality from any-
one wishing to see details of the agreement.

Mr. Skey last week confirmed that an agreement had
been reached, but refused to reveal details. “‘It was mu-
tually agreed that the arrangement be kept confiden-
tial,” he said.

The runoff policy for syndicate 219 was placed with
the Outhwaite syndicate in mid-1982 through Lloyd's
broker Winchester Bowring. It covers 50% of syndicate
219's runoff reinsurance in excess of $2.86 million for
the years 1956 to 1967.

Lloyd’s syndicates reinsure long-tail risks to close
their accounts under Lloyd’s three-year accounting
system.

Continued on page 74

Forest fires

Alabama touts tort reform

By MICHAEL BRADFORD

BIRMINGHAM, Ala—Alabama is touting changes in its
civil justice system as an incentive for out-of-state businesses
to pull up stakes and relocate to the state.

Although. other states are quick to say tort reform legisla-
tion also has improved their business climates, most are not,
following Alabama’s lead in using the new laws as a market-
ing tool to lure new businesses to their borders.

Alabama’s effort to promote its business climate in the
wake of tort reform legislation passed earlier this year is
directed by the Alabama Development Office. The office has
mailed brochures to business associations and advertised na-
tionally in The Wall Street Journal.

“Let us help you relocate to Alabama,” urges the folder
produced by the state’s Development Office. “The passage of
our tort reforms makes Alabama an extremely favorable state
for business,” reads a smaller brochure inside.

Alabama is singing the praises of tort reform legislation
that among other things limits punitive damage awards to
$250,000 in most cases. And even if an award is made. it must
be submitted to a ‘‘neutral review” by the trial court judge.
Defendants are entitled to a second review by an appellate
court judge, a feature the promotional packet says is offered
by no other state. .

The state’s development office also touts new rules that
allow sanctions against a plaintiff and the plaintiff’s lawyer
if a suit is found to be frivolous.

“Previously, the lawyer was protected,” the brochure
reads. “Now, his ‘bulletproof vest’ has been removed and he
may be fined.”

The promotional kit contains a letter signed by Gov. Guy
Hunt that calls the Alabama tort reform package “‘the fairest
in the nation.” Also enclosed is a copy of an ad that appeared
in The Wall Street Journal that proudly proclaimed: “Ala-
bama is Open for Business.”

Photo: Mary Herlehy
Alabama is using the tort reform measure passed this
year as a marketing tool to lure new businesses.

According to Charles McDonald, who served as chairman
of the Alabama Civil Justice Reform Committee, one of the
most important changes that will help attract business to the
state concerns medical malpractice awards.

Alabama’s legislation caps all medical malpractice awards
at $1 miilion, although it allows the cap to be adjusted an-
nually to reflect changes in the consumer price index. Non-
economic damage awards related to medical malpractice
cases are capped at $400,000.

Mr. McDonald said before the law was passed, Alabama
physicians fearing lawsuits were refusing to deliver babies.

Continued on page 5

Lloyd’s cited for blacklisting

By MICHAEL BRADFORD

AUSTIN, Texas—Evidence shows
Lloyd's of London violated U.S. anti-
trust laws by persuading Lloyd’s bro-
kers not to do business with a Dal-
las-based insurer with a similar name,
says a U.S. District Court special mas-
ter.

As a result, the insurer, Lloyd’s U.S.,
is entitled to have access to the evi-
dence in its defense of a lawsuit the
London marketplace has brought
against the Texas insurer over its name,
Special Master Waggonner Carr stated
in his order.

The evidence in question includes
notes of conversations in which a
Lloyd’s of London official and the mar-
ketplace’s attorney allegedly persuaded
Lloyd’s brokers to stop doing business
with the Texas company.

Lloyd’s U.S. is seeking release of the
papers as part of the pretrial discovery
phase of the suit Lloyd’s of London
filed in January 1986 that seeks to stop
the Texas company from using any

“service mark confusingly similar™ to
Lloyd's of London’s.

However, Lloyd’s of London and its
attorney, New York-based LeBoeuf,
Lamb, Leiby & MacRae, claim the doc-
uments are protected under the attor-
ney-client privilege.

Mr. Carr was appointed special mas-
ter in the case to oversee the pretrial
phases of a trial in U.S. District Court
for the Western District of Texas in
Austin,

The judge assigned to the case, James
R. Nowlin, either can order the plain-
tiff to provide the documents or disre-
gard the special master’s recommenda-
tion.

Judge Nowlin has approved previous
orders issued by Mr. Carr, according to
attorney J. Hampton Skelton, whose
Austin law firm of Akin, Gump,
Strauss, Hauer & Feld is among those
representing Lloyd's U.S.

In its lawsuit against the Texas un-
derwriter, Lloyd's of London claims
that Lloyd’'s U.S. infringed upon its
service mark registration with “intent

Lo cause confusion' and with “the par-
ticular intent to ‘palm off’ to the public
(its) business and services as those of
the plaintiff” (BI, Dec. 1, 1986).

Lloyd’s U.S. subsequently filed a
counterclaim in which it argues that
state law requires it to use the name
“Lloyd's” in its title because its oper-
ations are patterned after Lloyd's of
London.

Also in its counterclaim, Lloyd's U.S..
which operates solely as an admitted
insurer in Texas, charges that the Cor-
poration of Lloyd’s filed a fraudulent
application with the U.S. Patent and
Trademark Office in 1979 to protect the
Lloyd’s name. -

The special master’s order stems from
a deposition taken by attorneys for
Lloyd's U.S. last year from Peter
Judges, manager of Lloyd’s of London’s
Advisory Department.

During the deposition, Mr. Judges re-
fused to answer certain questions or
produce documentation of meetings be-
tween Lloyd's of London, LeBoeuf.

Continued on page 6

By MICHAEL BRADFORD

Insurers will be left largely unscathed by
the devastating fires that have scorched hun-
dreds of square miles of forest in the West.

Most of the timber charred or destroyed in
hundreds of blazes in California, Oregon,
. Washington and Idaho is part of national for-
ests and is not insured, according to U.S.
Forest Service officials in regional offices.

A spokesman for the Insurance Informa-
tion Institute said that although the fires also
destroyed several homes, they will not be de-
signated as a catastrophe by the Property
Claims Services division of American Insur-
ance Services Group Inc. in New York because
insured property damage is estimated at less
than $5 million.

“From an insured standpoint, it is not ex-
pected to be a huge loss,” said George Moore,
a vp in Fred 8. James & Co. Inc.'s office in
Sacramento, Calif. “But from an economic
standpoint, it will be very substantial.”

A spokeswoman with the National Forest
Products Assn. in Washington said last week
that as much as 1.25 billion board feet of
timber valued at around $125 million had
been burned in California alone. However, she
said, not all of that tirmber would have been
for commercial use and some wood that is not
destroyed will be salvaged and sold.

Figures from other states were incomplete,
but a Forest Service official said at least $20
million in damages had been identified in
Washington and Oregon.

Economic losses include the cost of sup-
pressing the blazes and amounts the forest
service will lose because it cannot harvest
and sell some of the trees.

A spokesman for the Northwest Forestry
Assn. in Portland said timber buyers who pur-
chase trees on government-owned land gen-
erally have contracts that say the timber does
not have to be paid for if it is destroyed
by fire before it can be harvested.

James’ Mr. Moore said log processing mills
have sufficient timber reserves to cover any
shortfalls and should not suffer business in-
terruption losses. He pointed out that wood
from other areas is available for processing,
and salvage operations are expected to make
available trees not destroyed by the fires.

James Peterson, senior vp in James’ San
Francisco office, said timber that is privately
owned would not be insured.

“Standing timber” coverage was last writ-
ten around 10 years ago but “it is rarely even
asked for any more,” he said.

Mr. Peterson said the cost of coverage to re-
place trees destroyed by fire is high and “there
is not a lot of appetite in the insurance com-
munity to write it.” : "

ks

unlikely to burn insurers

Photo: AP/Wide World
Firefighters watch from the yard of a home as a roaring forest fire approaches the
community of Tuolumne City, Calif.
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C-PAC-O

Continued from page 2

both the underwriting and market-
ing functions necessary to make a
risk retention group program go,”
he said.

Mr. Sullivan said he is optimistic
that the negotiations, which could
be completed this week, will be
successful and that C-PAC-O can
be launched as a viable risk reten-
tion group.

“There still is a huge need for C-
PAC-0O,"” Mr. Sullivan said.

The risk retention group was
targeted at thousands of small and
medium-sized public accounting
firms whose professional liability
insurance rates have soared in re-

‘A risk retention group makes sense when there is
no alternative at all,’ says Walter Primoff of the
New York State Society of Certified Public
Accountants. ‘| don’t know if accounting firms
look at (higher rates) as an emergency situation.’

cent years.

But experts say C-PAC-0, like
many other group captives, faces
many challenges.

While rates for professional lia-
bility insurance soared 400% to
500% during the past couple of
years, accountants still can obtain
coverage—albeit at much higher

“You need a sense of urgency to
establish a risk retention group,”
Mr. Young said.

“A risk retention group makes
sense when there is no alternative
at all,” said Walter Primoff, direc-
tor of professional programs and
tax policy for the New York State
Society of Certified Public Ac-

prices than they were accustomed
to paying.

When coverage is available, it is
much more difficult to establish a
risk retention group, according to
Brady Young, a consultant with
the Tillinghast division of Towers,
Perrin, Forster & Crosby in Darien,
Conn.

countants, a 30,000-member trade
group.

“I don't know if accounting
firms look at (higher rates) as an
emergency situation,” Mr. Primoff
said.

Mr. Sullivan, though, says that
there still is a window of opportu-
nity to organize a risk retention
group for CPAs, noting that rates
for accountants’ professional lia-
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bility insurance have not yet stabi-
lized.

For example, when C-PAC-O’s
licensing was announced, Mr. Sul-
livan noted that a one-person CPA
firm might pay $2,250 to a com-
mercial insurer for a professional
liability policy with a $1 million
limit. By contrast, from 1979 to
1984, the premium would have
been about $400.

In December, C-PAC-0 an-
nounced it would offer claims-
made insurance policies with
$100,000, $250,000 and $1 million
per-claim and aggregate limits.
Defense costs would be included
within policy limits, and a variety
of deductibles would be offered to
prospective policyholders.

Since negotiations still are being
conducted with potential rein-
surers, it is not certain yet what
maximum limits C-PAC-0 will
offer, Mr. Sullivan said.

C-PAC-O also announced last
year that for every $1,000 of pre-
mium paid, policyholders would
have to contribute $500 toward
surplus.

Policyholders would receive
shares in C-PAC-0O in proportion
to their surplus contribution,
which would be required only in
the first year.

The risk retention group still in-
tends to implement the surplus
contribution plan, .

If C-PAC-O is profitable, stock-
holder/policyholders may receive
dividends. Profits also might be
used to reduce rates.

C-PAC-O’s organizers originally
chose Delaware as the risk reten-
tion group's domicile because of
the state’s accessibility and pro-
business climate.

Mr. Sullivan declined last week
to comment on whether C-PAC-0
still intends to be licensed in the
state of Delaware.

Mr. Sullivan said Professional
Services expects to make a major
announcement regarding the C-
PAC-O program within the next 60
days. [ ]

Hofmann

joins Bl staff

CHICAGO—Mark A. Hofmann,
34, has joined the staff of Business
Insurance as an associate editor in
the Chicago office, Associate Pub-
lisher and Editor Kathryn J. McIn-
tyre announced.

From 1984 to 1987, Mr. Hofmann
was an associate editor at Profes-
sional Agent, a magazine published
by the National
Assn. of Profes-
sional Insurance
Agents in Alex-
andria, Va.

Prior to that,
he was an edito-
rial writer for
the Winston-
Salem Journal in
Winston-Salem,
N.C., for 10
years. He re-
ceived North Carolina Press Asso-
ciation awards for columns and edi-
torials in 1977 and 1980. In
addition, he wrote the editorials
that were part of a package of arti-
cles that won second place in the
1983 Edward J. Meeman competi-
tion sponsored by the Scripps-
Howard Foundation.

He also won an award of merit
for news writing from the Profes-
sional Insurance Communicators
Assn. in 1986.

Mr. Hofmann has written for Col-
lier's Encyclopedia yearbooks and
Time-Life Books' “Understanding
Computers” series.

Mr. Hofmann received a bache-
lor's degree in history from Wake
Forest University in Winston-
Salem, N.C.

He can be reached at 312-649-
5393. &l

Mr. Hofmann
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Lloyd’s suit
Continued from page 3
Lamb and “third parties”—including Lloyd’s
brokers—on the “‘grounds of privilege.”

But the order says Mr. Judges did say during
the deposition that based on advice from his at-
torney, he told one broker it “would be wise to
cease doing business with the defendants.”

The broker stopped doing business with
Lloyd’s U.S. after the meeting and “similar com-
munications were had with other brokers who
also ceased their dealings with defendants,” ac-
cording to the order.

Although the order does not identify the bro-
kers that were apparently influenced to cease
doing business with Lloyd’s U.S., a representa-
tive of the Texas insurer who asked not to be
identified said Mr. Judges admitted to meeting
with Lloyd’s broker Carroll Radford Holder
Ltd., which subsequently stopped sending busi-
ness to Lloyd's U.S.

In addition, Mr. Judges and LeBoeuf, Lamb
met with Lloyd's brokers F.E. Wright Ltd.,
NASCO Ltd. and Sedgwick Marine Ltd., and
those brokers also stopped sending business to
the Texas insurer, according to the Lloyd's U.S.
representative.

While the Lloyd’s U.S. representative did not
have premium figures on how much business the
Lloyd’s brokers were placing with Lloyd’s U.S.,
he said the businesses consisted of ocean marine
insurance on 25 or 30 vessels.

Mr. Skelton said ais firm plans to take Mr.
Judge’s deposition again later this month.

Mr. Carr also wrote in his order that Lloyd's
U.S. has shown there is evidence that Lloyd’s of
London “exceeded normal petitioning of a gov-
ernmental unit” by contacting state insurance
regulators to “advise them of ‘facts’ about de-
fendant Lloyd’s U.S. and urging regulatory ac-
tions. These ‘facts,’ at best, were questionable as
to accuracy.”

The order concluded that “there is sufficient
circumstantial evidence to constitute a prima
facie showing of a combination or conspiracy to
damage defendants and lessen their ability to
compete and that such activities exceeded a
normal petitioning of a governmental
unit. . . .The defendants have shown a prima
facie case of violaticn of the Sherman Antitrust
Act.”

Mr. Skelton has said that much of the contact
with state regulators actually was carried out by
Lloyd's attorneys, LeBoeuf, Lamb.

Attorneys at LeBoeuf, Lamb would not com-

ment on the special master’s order or any por-
tion of the litigation.

But Lloyd’s of London has stated that those
activities “consisted of normal petitioning of a
governmental unit,” according to the order.

In a separate order filed last June, Mr. Carr
disqualified LeBoeuf, Lamb from participating
in the trial once it is set because members of the

firm may be called as witnesses “‘other than on

behalf of plaintiffs.”

The order does allow the firm to continue con-
ducting pretrial activities.

Mr. Skelton said he is unsure why Lloyd’s of
London has chosen to sue the Texas company.

While on one hand “it’s kind of flattering”
that the established British marketplace ap-
parently feels the Texas insurer is a compet-
itive threat, “it’s awfully damaging,” he said.

Lloyd’s U.S. currently has about $2.7 million
in capital and surplus, according to a company
spokesman, adding that the insurer’s 18 under-
writing members will write around $8.5 million
in property/casualty premiums this year.

Lloyd’s U.S. accounts include property/ca-
sualty coverage written for the Austin, Texas,
independent school district and property/ca-
sualty insurance for a major car rental company,
said the spokesman. [ ]
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Tort reform

Continued from page 3

“In a number of areas, you couldn't
get babies delivered,” he re-
marked.

He said, “You are simply not
going to be able to attract industry
to a town if the people that move in
can’t get babies delivered. I think
the medical malpractice bill will
help alleviate that problem.”

Officials with insurance depart-
ments and other governmental
agencies in other states agreed that
promoting tort reforms to tempt
businesses to relocate makes good
sense. However, they have not em-
ployed Alabama’s marketing tac-
tics.

A spokesman for the Washington
State Insurance Commissioner’s
Office said, “It's a good idea, but I
haven’t heard about it being used
here.”

Spokesmen for Washington Gov.
Booth Gardner and the state’s De-
partment of Trade & Economic De-
velopment said there are no plans
to use recent tort reforms in Wash-
ington as a selling point to attract
business.

Although the Georgia Liability
Crisis Coalition ran a full-page ad
in the Atlanta Constitution thank-
ing legislators for enacting tort re-
form, it has not followed that with
any type of promotional campaign
aimed at business.

John R. Poole, who directed the
coalition’s efforts, pointed out that
the tort reforms only recently went
into effect, and ““a lot remains to be
seen as to how it will all work."

Likewise, Louisiana is currently
not marketing its tort reform legis-
lation, although it ‘“‘may consider it
later,” according to a spokesman
with the Louisiana Department of
Commerce.

Although a spokesman said the
New York Insurance Department
feels tort reform in that state has
“‘enhanced the regulatory and
business climate,” there is no move
to promote the legislative mea-
sures.

“It's good for business, but we
haven't translated that into a spe-
cific marketing campaign,’” he
said.

In Colorado, Insurance Commis-
sioner John Kezer said the concept
of promoting a business climate
improved by tort reforms is being
“informally marketed’ in the
Rocky Mountain state.

Mr. Kezer said Colorado ‘‘was
and is a leader in tort reform' but
does not “in a direct sense” pro-
mote its new laws to attract new
business.

Still, the changes in the state’s
civil justice system are discussed
with companies that express inter-
est in locating in the state, he
noted.

“There is the expectation that
there will be some formalization of
the marketing effort in the future,”
Mr. Kezer added.

David Lyons, First Deputy In-
surance Commissioner at the Iowa
Insurance Department in Des
Moines, said his office often is
asked for information concerning
new legislation that limits the lia-
bility of corporate directors and
officers.

And although there is no formal
marketing of the civil justice re-
form measures passed in Iowa, Mr.
Lyons pointed out that the state
Insurance Department often takes
advantage of those queries to pro-
mote a business and insurance reg-
ulatory climate the state feels is
strong.

‘“We are continually asked to
provide that information to com-
panies” wanting to do business in
Iowa, said Mr. Lyons. And one of
the things the department stresses
is that new legislation means an
Jowa company can expect to find
insurance for its directors and offi-
cers.

Directors and officers liability
coverage “is no problem in lowa,”
he remarked. a
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Alaskans embrace long-term health plan

One of the nation’s first em-
ployer-sponsored long-term health
care plans is being met with strong
support from employees in Alaska.

To date more than 2,276 retired
Alaskan state employees and 973
of their spouses have enrolled in
the plan written by Aetna Life In-
surance Co. in Hartford, Conn., a
unit of Aetna Life & Casualty Co
(BI, March 16). This represents
about 25% of the eligible enrollees.
~ “The high enrollment indicates
the interest in this new kind of in-
surance coverage which helps pro-
tect people against the high costs
of custodial care so common among
older people,’” said JoAnn E.
Mathieu, assistant director of
Aetna’'s Employee Benefits Divi-
sion.

The plan covers licensed practi-
cal nursing care, home health care,

I Benefit beat |

physical therapy, occupational
therapy and speech therapy.

Premiums are based on the age of
the retiree at the time he or she en-
rolls in the plan, and range from
$20 per enrollee per month for re-
tirees and spouses age 50 to 54 to
$385 per enrollee per month for
those 85 years or older.

Premiums do not change as the
retiree ages.

Prior hospitalization is not re-
quired and home health care bene-
fits are not restricted to those with
prior nursing facility confinement.

The program’s nursing home
benefits provide $125 daily for a
nursing home in Alaska and $75
daily for an out-of-state facility.

Home health care benefits are
capped at $75 daily for Alaska res-
idents and $40 daily for out-of-
state residents, up to a lifetime
maximum of $50,000.

Total benefits cannot exceed
$200,000 per individual.

“‘Medicare and existing group
medical policies were designed to
cover acute care, not custodial
care, which is the type of long-
term care most elderly people re-
quire,” Ms. Mathieu said. ““This
new, group long-term care plan
picks up where Medicare and sup-
plemental policies leave off.”

Only retirees who are unable to
care for themselves are eligible for
benefits under the coverage, she

said.

“This is the primary cost-con-
tainment feature of the program,”
she said. “We utilize intensive case
management.”

Current retirees who enrolled in
the plan were required to complete
a medical questionnaire and pass a
medical history review. This en-
sured that retirees with “chronic
degenerative diseases' such as
Alzheimer’s disease were not en-
rolled in the plan, Ms. Mathieu
said, adding that future retirees
will not be screened.

New vision care PPO

Aircraft manufacturer McDon-
nell Douglas Corp. is offering its
employees a chance to save on vi-
sion care through a new vision-
care preferred provider organiza-

coverage for:
® Expatriates

requirements.

country.

MEDHELP
\WORLDWIDE . ..

THE

INTERNATIONAL
HEALTH PLAN

Medical Insurance for Employees

Living Overseas.

MedHelp Worldwide provides comprehensive medical

® Employees on overseas assignments
® Foreign nationals temporarily in the U.S.A.
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tion.

On Aug. 1, all West Coast em-
ployees of McDonnell Douglas
were able to receive discounted
services from the vision-care PPO,
All St. Louis-area employees of the
aircraft manufacturer will be able
to access the network beginning
Jan. 1.

Altogether about 70,000 McDon-
nell Douglas employees will be in-
troduced to the plan.

Administered by National Vision
Services Inc. in Phoenix, Ariz., the
vision care program enables em-
ployees to save 30% to 60% on
eyeglasses and eye examinations
by using optometrists who belong
to the NVS provider network (BI,
March 9).

Employees who use non-NVS op-
tometrists do not receive a dis-
count on their vision care.

McDonnell Douglas pays an an-
nual fee for each employee enrolled
in the plan. Employees pay only for
services they receive from the par-
ticipating providers.

Currently, more than 180 optom-
etrists belong to the NVS network,
which services about 300,000
enrollees in 12 states and Washing-
ton, D.C.

“This new McDonnell Douglas
contract will enable us to expand
our provider network to several
new states,”” said Benjamin D.
Ward, president and chief execu-
tive officer of NVS.

Jim Profit, manager of employee
benefits at McDonnell Douglas,
said he looked at several alterna-
tive vision care plans before choos-
ing the NVS plan.

“NVS was willing to provide a
preferred provider arrangement,”
Mr. Profit said. “Most other plans
were capitation plans.”

He also said NVS was able to
offer its services in states where
McDonnell Douglas employees are
most heavily concentrated—Cali-
fornia, Arizona, Oklahoma and
Florida.

Mr. Profit expects that approxi-
mately 60% of the McDonnell
Douglas employees will take ad-
vantage of the new plan.

Second opinion panel

More than 26,000 physicians na-
tionwide have signed up to serve
on a national second surgical opin-
ion consultant panel set up by the
Blue Cross & Blue Shield Assn.
and local BC/BS plans.

Panel members will provide sec-
ond opinions for beneficiaries
whose health insurance plans call
for second opinions when certain
surgeries are recommended.

According to the Blues, a typical
BC/BS referral center has a toll-
free hot line and will use compu-
terized data to give the patient the
names of one or more panel mem-
bers in his area.

Most medical specialties are re-
presented on the panel, which is
the largest physician panel of its
kind in the country, according to
the association.

Panel members refer patients
back to the original surgeon for the
operation.

Physicians will be paid the usual
local fee for second opinions by the
BC/BS plan that made the refer-
ral. If the second opinion does not
agree with the original opinion, the
cost of a third opinion generally is
covered under BC/BS plans, said
the association.

»

Benefit Beat keeps insurance and
employee benefit managers in-
formed on what other companies
are doing and of current develop-
ments in the employee benefit field.
We'd like to know if you’ve made
any changes. Write Stacy Adler,
Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611-2590; 312-
649-5262.
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For quotes or information call:

Renny Thomas Executive Vice President
Managing Underwriter

P.O. Box 3209, 527 E. Rowland Ave.
Covina, CA 91722 (818) 967-2878

Few employers providing
vision, drug benefits: Study

By ALISON KITTRELL

While most employers offer den-
tal coverage and long-term disabil-
ity plans, few provide vision care
and prescription drug plans, ac-
cording to a recent survey.

In “Miscellaneous Group Bene-
fits and Total Benefit Costs,” Wil-
liam M. Mercer-Meidinger-Hansen
Inc. surveyed 818 employers na-
tionwide about a variety of em-
ployee benefits and life insurance
plans offered to their salaried em-
ployees and about their total bene-
fit costs (see related stories, page
20 and 23).

“It would seem that there is little
interest on the part of employers
toward providing plans such as vi-

it seems there is little interest in providing plans
such as vision care and prescription drug
programs, the survey shows. ‘On the other hand,
dental benefits and long-term disability benefits
are almost universally provided.’

sion care and prescription drug
programs for salaried employees,”
the survey authors point out.

“On the other hand, dental bene-
fits and long-term disability bene-
fits are almost universally pro-
vided,” the authors say.

Specifically, the survey found:

@ About 85% of the respondents
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If the fall doesn’t kill him,
his disability plan will.

Nearly one in five American workers will have a major accident, injury or

iliness during their careers.

And without the right insurance, both employee and employer might take a

serious financial fall.

At The Phoenix, we can control cost and extend coverage by combining our
short- and long-term disability plans with an extensive list of options.

For instance, there are a multitude of benefit schedules and duration

options on our short-term disability policy.

: Phoenix LTD offers a rehabilitation program and second income

protection approach.

Both plans come with special industry discounts. Plus, they can be written

finepHoEnix g

Phoenix Mutual Life Insurance Company

on a stand alone basis, or combined into an “All Term” package.
Don't let an opportunity like this slip by. Call 1-800-451-2513 for more

information on Phoenix Group Disability Plans.

© 1987 Phoenix Mutual Lite Insurance Company

Hartford. Connecticut 06115

sponsor a dental coverage plan for
salaried employees. And, the plans
are almost always indemnity plans:
Only 1% of the respondents said
they offered dental coverage only
through a health maintenance or-
ganization, although slightly more
respondents said their company
offered both an indemnity dental
plan and a dental HMO to salaried
employees.

® Virtually all—95%—of the re-
spondents said their company
sponsored a long-term disability
plan for salaried employees.

® Only 20% of the respondents
said their company offers vision
care coverage to salaried employ-
ees. And of those, only half offer
the coverage as a separate plan; for
the other half, vision care is pro-
vided as part of a basic medical
program.

® Seventeen percent of the re-
spondents said their company of-
fered a separate plan to cover pre-
scription drug costs for their
salaried employees.

The survey found that dental
coverage was more common among
larger employers than among
smaller ones. For example, 94% of
the respondents from companies
with 10,000 or more employees
have a dental plan, compared with
only 79% of those at companies
with fewer than 500 employees.

The benefit also appears to be
more common on both coasts: One
hundred percent of the respon-
dents from California and 91% of
those from New York said their
companies offered dental coverage,
compared with only 73% of the em-
ployers from the Southeast.

For 48% of the employers offer-
ing dental coverage, employees can
choose the coverage without also
choosing the company's medical
coverage. Forty percent of the em-
ployers said employees must have
medical coverage to get dental cov-
erage, and 12% use some other
method of coordinating the two
benefits.

Almost all—99%—of the respon-
dents with dental plans said those
plans cover preventive services, Of
these, 58% provide full coverage
with no deductible, 10% offer full
coverage after a deductible is sa-
tisfied, 19% provide reim-
bursement according to a schedule
of benefits and the remaining 12%
use some other form of reim-
bursement.

Some 62% of the respondents
with dental plans said their plans
covered 80% of the costs of basic
services. Only 6% said their plans
covered more than 80%, while 15%
said they covered less than 80%.
Eleven percent reimbursed em-
ployees for basic services accord-
ing to a schedule, and 6% used
some other method of reim-
bursement.

But, the survey authors say that
the reimbursement levels for basic
services are different among em-
ployers with 10,000 or more em-
ployees.

“In what may be an indication of
cost-containment efforts, the re-
sponse showed that only 39% of
these employers reimburse at the
80% level, while 23% use a sched-
ule and 26% cover basic services at
only 70% to 75% of actual cost,”
the authors say.

Continued on page 20
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Dental
plan
Source: Mercer-Meidinger-Hansen survey

TLTD
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care plan

drug plan
Chart: Amy Palmer

Dental, LTD plans

Continued from page 18

In addition to the copayment levels, 85% of the re-
spondents with a dental plan said they applied a
deductible. The most common deductibles were in the
range of $25 to $50.

Almost all of the respondents with dental coverage
said their plans covered major services, such as crowns
and root canals. Of these, 85% used a copayment
schedule for reimbursement of these expenses. The
most-common copayment was 50%, cited by 59% of
those employers with a copayment schedule.

And, 37% of the respondents with dental plans said
the plans covered orthodontia expenses for both chil-
dren and adults. Some 32% said their plan covered
orthodontia expenses for children only, and 31% said
those expenses were not covered at all.

Employees were required to contribute to the costs
of dental coverage, at least for their dependents, in all
but 28% of the plans. A contribution was required for
both employee and dependent coverage in 44% of the
plans, and for dependent coverage only in 28% of the
plans.

The most-common employee contribution required
was less than $5 per month, reported by 54% of the
respondents whose dental plans required an employee
contribution. An additional 30% said the monthly em-

ployee contribution required was between $5 and $9.

The majority of dental plans were self-insured: Some
55% of the respondents with dental coverage said the
benefit was fully self-insured, and an additional 15%
said it was partially self-insured. Only 29% said their
plan was fully insured, and 1% reported a capita-
tion plan, such as an HMO.

However, 73% of the respondents with dental plans
said those plans were administered by their insur-
ance company, and an additional 16% said they used a
third-party administrator. Only 10% said they admin-
istered the plan themselves, and 1% reported some
other administration procedure.

A strong majority—72%—of the employers did not
extend dental coverage to retirees.

In addition to dental coverage, another nearly uni-
versal coverage is long-term disability insurance.
Some 95% of the respondents offer LTD coverage to
their salaried employees, and the figure rises to 100%
at employers with more than 10,000 employees.

In 32% of the plans, employees are immediately eli-
gible for the coverage. Waiting periods of 30 days or
less were reported by 21% of the plans; 30 to 90 days
were reported by 10%; and 90 days or longer were re-
ported by 37%. However, the survey authors note that
52% of respondents with 10,000 or more employees re-
ported a waiting period of at least 90 days.

Continued on page 22

Benefit
costs average
31% of salary

By ALISON KITTRELL

For most employers, em-
ployee benefit costs equal
about one-third of salary,
according to a recent benefit
survey.

In a nationwide survey of
818 employers, benefit con-
sultant William M. Mercer-
Meidinger-Hansen Inc.
found that benefit costs
averaged 31% of base salary,
with 60% of the respondents
reporting costs in the range
of 30% to 40% of salary.

The lowest cost was 2% of
salary was 2%, reported by
one employer, and the high-
est was 55%, also reported by
only one employer, accord-
ing to the survey, “Miscella-
neous Group Benefits and
Total Benefit Costs.”

“Surprisingly, there were
no significant variations by
size of employer and few by
industry,’” survey authors
say.

The industries reporting
below-average employee
benefit costs were real es-
tate, 22% of salary;
for-profit services, 28%; and
wholesale/retail companies,
29%.

Industries reporting
above-average benefit costs
were utilities, 36% of salary;
transportation, manufactur-
ers of durable goods and
manufacturers of non-dura-
ble goods, each 33%; and in-
surance companies, report-
ing 32% of salary.

i . bl (5 : £ ‘ In terms of geographic re-
et I m e lt a SI I IOOt rl e = : gions of the country, benefit
s | costs ranged from 27% of
: : salary in Dallas to 34% in
New York.

Half the respondents said
they believe their benefit
costs will increase over the
next five years.

Forty-five percent said
they will increase only
| slightly as a percentage of
| pay, but 5% predicted a sig-
nificant increase.

Only 11% of the respon-
dents said they believe bene-
fit costs will drop as a per-
centage of pay over the next
five years. The remainder of
the respondents said they
expect their benefit costs to
remain the same, although
the survey authors say, “This
may be reflective of em-
ployer plans with respect to
benefit cost issues.”

If your client is a company, organization or
group and is involved in or considering an
alternative liability insurance program: A
captive insurance company, for example. Or,

a risk retention group. Or, one of several
alternative risk management services, such as
underwriting, claims handling, loss prevention
or reinsurance procurement-ALTIS, Alternative
Insurance Services, can help with expert advice
and guidance every step of the way.

ALTIS offers the full resources and experi-
ence of one of the nation’s most respected
underwriting managers of professional liability
insurance, Shand Morahan & Company.

We can provide the proper focus for pre-
liminary discussions and questions, help clarify

goals and structure a feasibility study. We can
then provide expert guidance in organizing and
implementing the alternative insurance pro-
gram. If you or your client is already involved
in such a program, the professionals at ALTIS
can help assess its progress and suggest possible
improvements.

Our services are available on a selected or
full-service basis. For more information, with
no obligation, contact us today.

Alterraine
WISUEAICE
Services
Shand Morahan Plaza Evanston, IL 60201

312.866.6066

A civision of Shand, Morahan & Company, Inc




Confidence is a thing not
to be produced by compulsion.
Men cannot be forced
inlto trust.

— Daniel Webster
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TEAMWORK

In the arena of commercial
insurance, the best working relation-
ships are based on trust. As an
independent agent or broker, you need
to be confident of your underwriter’s
ability to work with you in satisfying
your customers’ needs.

Unfortunately, the most expe-
rienced underwriters are often
promoted and replaced, leaving you
to rely on new faces and blind faith.

At Fireman's Fund, we're committed
to building stable, direct relationships
between producers and underwriters.
We're doing this by making under-
writing a more rewarding career than
ever before, rather than just a
stepping stone to somewhere else.
We've given our underwriters greater
responsibility, to the point where
over 95 percent of our underwriting
decisions are made locally.

We re expanding our communi-
cations training to insure better
understanding between you and our
underwriting experts. And we're
adding special incentives, such as our
Employee Stock Ownership Plan to
encourage our best people to stay and
develop stronger working relationships.

At Fireman's Fund, we're adapting
to meet your growing demands in
commercial insurance. Because that's
what teamwork is all about.
It's been our way of doing
business for over
124 years.
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Benefit survey

Continued from page 20

LTD benefits also usually in-
volve a waiting period after a dis-
ability and before the benefits are
paid; typically during this pericd
benefits are paid by short-term
disability insurance or sick leave
benefits.

The most-common waiting pe-
riod for payment of LTD benefits
was 180 days, reported by 50% of
the plans responding to the survey.

Other waiting periods were: 30
days or less, reported by 4%; 30 to
90 days, reported by 4%; 90 days,
reported by 23%; 90 to 180 days,
reported by 7%; and more than 180
days, reported by 5%.

And, 7% of the plans required no
waiting period before payment of
benefits.

Almost two-thirds—63%—of the
plans replace 60% of an injured
employee’s income, when any So-
cial Security benefits are included,
the survey showed.

Only 1% replace less than 50% of
income, 12% replace 50% of in-
come, 18% replace two-thirds of
income and 4% replace 70% or
more.

Two percent of the plans use
some other means of determining
levels of income replacement.

However, 55% of the plans have a
minimum monthly benefit. And,
the authors note, “Those with min-
imums tended to be the plans inte-
grated fully with family Social Se-
curity benefits in some way."”

Thirty-eight percent of the plans
are integrated with both primary
and family Social Security bene-
fits, while an additional 39% were
integrated only with primary So-
cial Security benefits. Sixteen per-
cent of the plans limited the total
benefit to 70% of pre-injury in-
come and 7% took some other ap-
proach.

More than half of the plans—
87%—cover mental disabilities in
the same manner as physical disza-
bilities.

One-third of the plans handle
mental disabilities as any other
disability for up to 24 months,
while 2% use a 12-month limit and
1% use a three-month limit.

Seven percent of the plans cover
mental disabilities in some other
way.

Sixty-three percent of the plans
include a provision for rehabilita-
tive therapy or other back-to-work
features.

However, 37% of the plans in-
clude no such rehabilitation fea-
ture, and the authors say, ‘“The
largest employers tend to provide
this feature the least."”

Employee contributions are re-
quired for participation in only
43% of the LTD plans, while 67%
are fully employer-funded. But,
employee contributions are re-
quired by 50% of the employers
with 5,000 to 9,999 workers and by
9% of those with 10,000 or more
workers.

Some 76% of the LTD plars are
administered by insurance com-

In contrast tc dental and LTD plans, vision care
plans are not a popular benefit, according to the
survey. Only 20% of the respondents offer a vision
care plan, and half of those include vision care as
part of their overall medical plan.

panies. Sixteen perceat are self-
administered, end 7% aise the ser-
vices of a thirc-party administra-
tor. One percent use some other
form of administration.

In contrast to dentzl and LTD
plans, vision care plars are not a
popular benefit, according to the
survey. Only 20% of zhe respon-
dents offer a vision care plan, and
half of those iaclude vision care as
part of their overall medical plan.

Of those with vision care plans,
59% reimburse for erpenses ac-
cording to a schedule, while 11%
use reasonable and customary
limits for reimbursement and 18%

use a combination of the two.
Twelve percent use scme other
form of reimbursement.

More than half—54%—of the
plans cover routine eye exams once
a year, and 5% cover them more
often than once a year. Thirty-two
percent cover the exams dnce every
two years, 2% cover therr. less often
than once every two years and 7%
use some other schedule.

All but 12% of the planas provide
coverage for contact lenses, and
63% will cover the lenses even if
they are purchased for cosmetic
purposes. However, 25% require
proof of medical necessity before

coveriag contact lenses.

Forty-th-ee percent of the plans
require ar employee copayment,
and 3C% require employees to meet
a deductible.

And, ratirees are eligible for cov-
erage arder only 36% of the plans
surveyec.

Some 17% of the survey respon-
dents .ndicated that their company
sponsors & separate prescription
drug >lan for its employees, al-
though 6-% cover prescription
drugs undsr their overall medical
plans.

In 25% cf the separate prescrip-
tion d-uz plans, coverage was lim-
ited tc cer:ain pharmacies, similar
to a “‘greferred p-ovider' ap-
proach, while 74% of the plans had
no such .imitation.

Ir. 4% of the plans, no deduect-
ible rrust be met before coverage
begins. In the remaining plans, de-
ductikles tend to be small: 35% of
the plans have a deductible of less
than $5, while 21% have a deduct-
ible of $3 cr more.

Only one-fourth of the prescrip-
tion drug plans include any incen-
tive for employees to use generic
brands of drugs. However, ths sur-
vey authors note than 35% of the
plans at companies with 10,020 or
more employees include such in-
centives.

No employee cont-ibution is re-
quired for participation under 51%
of the plans. Employees must con-
tribute for dependent coverage
under 19% of the glans, and for
employse and dependent coverage
under 30% of the plans.

And, 54% of the plans extend
coverage to retirees.

e
Full copies of the survey, “M:scel-
laneous Group Benefits and Total
Benefit Costs,” are available only
to survey participaats. However,
copies of the survey highlights are
available free of charge from Mel-
vin W. Borleis, Mancging Director,
William M. Mercer-Meidinger-
Hansen Inc., 1417 Lake Cook Road,
Deerfield, Ill. 60015; 312-948-7400.
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All Rights Resarved
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Few offer non-traditional life products

By ALISON KITTRELL

Basic group life insurance is pro-
vided by virtually all—99.5%—em-
ployers to their salaried employees,
but other types of life insurance—
including the much-heralded uni-
versal life policies—are just begin-

-ning to blossom, according to a re-
cent survey.

In “Miscellaneocus Group Bene-
fits and Total Benefit Costs,” ben-
efit consultant William M. Mercer-
Meidinger-Hansen Inc. surveyed
818 employers nationwide about
their non-traditional benefit offer-
ings and their benefit costs (see
stories, pages 18 and 20).

The survey authors say, “While
there is much talk today about
group universal life programs,
such plans have not been installed
by that many employers and par-

ticipation levels by employees tend
to be lower than in other supple-
mental plans.”

In fact, only 11% of the surveyed
employers offer group universal
life programs. And, in all but four
cases. employees are required to
pay the full cost of the universal
life plan.

Most of the group universal life
plans were offered in addition to
basic group life coverage: Ninety-
one percent of the employers with
universal plans said universal life
could be selected in addition to
regular group coverage,

An additional 5% said employees
were Tequired to choose between
universal life and basic group life
coverage.

And, the authors say, universal
life “‘plan participation was found
to be relatively low as compared

Universal life
participation tended
to be lower when
compared with other
supplementary plans.

with other voluntary coverages.”
For example, 91% of the corporate
respondents with universal life
plans reported employee participa-
tion rates of less than 50%.

Four percent had participation
rates between 50% and 74%, and
5% had participation of 75% or
more.

Ninety percent of the respon-
dents also offer an accidental
death and dismemberment plan,

and 57% base the benefit on an em-
ployee's salary.

The benefit is usually double the
employee's salary in the case of ac-
cidental death.

Some 64% of the respondents
provide a supplemental life insur-
ance plan, according to the survey.

In 85% of the supplemental life
insurance plans, the employee pays
the full premium. Employees pay
from 75% to 100% of premium in
3% of the plans, from 50% to 75%
of premium in 4% of the plans, and
less than 50% of premium in 4% of
the plans.

Employees are not required to
make a premium contribution
under 4% of the supplemental life
insurance plans covered in the sur-
vey.
Of the 99.5% of employers that
offer basic group life insurance,

 STANDING WATCH.

companies.

At rating.

PM Manag; Services Cc

In control of changing
Healthcare currents.

Some of America’s most
innovative healthcare plans are
offered by Pacific Mutual, a
member of Pacific Financial
Companies: Flexible benefits,
preferred provider healthcare
networks, catastrophic and
psychiatric case management.
Group life and health programs
for both large and small

All are important cost
containment programs. All are
proven. All are time tested.
Thoroughly researched with
leading benefits professionals. In
Chicago. Phoenix. Los Angeles.
St. Louis. Atlanta. And more.

Pacific Financial Companies
has over $30 billion of life
insurance in force. We are among
the few companies with a
Standard & Poor’s AAA rating
for claims payment ability. And
have an A M. Best superior

Pacific Financial Companies.
Standing watch. In control.
Innovators since 1868.

5

PACIFIC FINANCIAL
COMPANIES

THE POWER OF THE PACIFIC
1 (800) 544-3600

Pacific Mutual, Pacific Financial Assaciates,
Pacific Consulting Corporation, Pacific Equities Network,

y, PM Capital Advisors,

PM Realty Advisors, Paramelrric Portfolio Associates,
Pacific Investment Management Company

56.5% tie the benefit to salary,
most commonly one or two times
annual salary.

In addition, 15% offer basic life
insurance benefits based on the
employee’s job class or salary
bracket, and 13% offer a flat
amount of coverage.

Five percent use a combination
of these methods to determine the
benefit, and 10% use some other
method.

Only 2% of the employers who
offer basic group life coverage re-
quire employees to provide evi-
dence of insurability before any
life insurance will be provided.
Forty-five percent will provide in-
surance up to a set maximum
without evidence of insurability,
and 53% will provide coverage
with no maximum without evid-
ence of insurability.

Forty-seven percent of the basic
life insurance plans do not extends
benefits to retirees. For the re-
mainder, the benefit is extended,
although usually in a reduced
amount.

In addition, 49% of the employ-
ers surveyed provide coverage for
an employee's spouse and/or chil-
dren, but an equal number provide
no such plan.

One percent offer the coverage
for spouses only, and 1% have some
other type of plan.

Of the employers offering depen-
dent life insurance plans, 76% offer
a fixed amount of coverage for
spouses and children. An addi-
tional 18% allow an employee to
select the amount of coverage he or
she wishes to purchase for depen-
dents, and 5% tie the dependents’
benefit to a certain percentage of
the employee's basic life insurance
benefit.

The remaining 1% use some other
arrangement.

In 64% of the dependent life in-
surance plans, the employee pays
the total premium. Employees pay
a percentage of premium in 12% of
the plans, while 24% of the em-
ployers offering dependent life in-
surance coverage pay the entire
premium.

The authors say, ‘“‘Smaller em-
ployers tend to fully subsidize this
benefit more frequently than
larger employers.” ]
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Vermont licenses 100th captive insurer

By JERRY GEISEL

WARREN, Vt.—Despite more
competition from other states and
an improving commercial prop-
erty/casualty insurance market,
Vermont captive growth shows no
sign of slowing down.

Last month, the state’s Depart-
ment of Banking and Insurance
achieved a milestone when it li-
censed its 100th captive since the
state enacted its landmark 1981
captive statute.

Even if several captives that
were licensed but never began op-
erations are excluded from that
total, Vermont's current roster of
97 captives is four times higher
than Colorado, its closest onshore
competitor with 24 captives, and
eight times more than Tennessee,
which currently has 12 captives.

What is remarkable about Ver-
mont’s captive growth is that so
much of it has come so fast.

This year alone, 31 captives have
been licensed, following the record
36 captives the state licensed in
1986.

And, with captives currently
being licensed at the rate of about
one per week, the 1986 record
should be easily eclipsed.

In fact, in September alone, at
least three—and perhaps as many
as six—captives will be licensed,
said Edward Meehan, chief exam-
iner at the Vermont Department of
Banking and Insurance in Montpe-
lier.

This remarkable growth—in con-
trast to Colorado, where the cap-
tive roster has hovered around 25
for the last several years—comes as
no surprise to state regulators who

addressed last month’s meeting of
the Vermont Captive Insurance
Assn. in Warren, Vt.

“Everything has really come to-
gether in the last two or three
years,” said Thomas Menson, who
recently resigned as Vermont in-
surance commissioner and now is
the state’s secretary of administra-
tion.

While the current growth has
been impressive, it may only be a
taste of what is yet to come, offi-
cials say.

““We are on the right track to
double the number of captives to
200,” Mr. Menson said.

If growth continues at the cur-
rent rate, that goal could ba hit
within two years, some regulators
and captive managers say.

While support in other states for
captives has run hot and cold de-

pending on who was sitting in the
insurance commissioner’'s office,
the four persons who have occu-
pied Vermont's commissioner of
banking and in- _ .
surance office ;‘i_g’
since 1981 all .
have been cap-
tive boosters. !

And, current
Commissioner
Gretchen Bab-
cock, who took
the post follow-
ing the Mr. Men-
son’s recent res-
ignation, told the
conference that she is just as dedi-
cated to captive growth as her pred-
€cessors.

“You can expect a lot of support
from the Department of Banking
and Insurance. We feel a financial

g
.

Ms. Babcock

MODEL (mo-da), n.,

A thing that represents on a
small scale the structure or
qualities of sometmg greater

— Oxford English Dictionary

Some organizations would like tobe

known as ‘‘model’’ managed health

care companies.

But not us.

Founded in 1982, CAPP CARE is an original.
From the beginning, we've been at the fore-
front of managed health care services.

CAPP CARE's utilization management pro-
gram has the most sophisticated, computer-
ized utilization review system in current
operation. Sophisticated, but not compli-

cated. .

.Straightforward cost containment.

And few Preferred Provider Organizations

Nationwide? * Northbrook. Pacific Mutual;

can match CAPP CARE's for scope: more than
32,000 physicians and 300 hospitals located
in 72 markets in 17 states. And that is just the

beginning.

Our participating insurance carriers, third
party administrators, self-insured employers
and Taft-Hartley trusts represent more than
$4.5 Billion in annual group health insurance
business throughout all 50 states. Building
PPO networks to meet their needs is our goal.

Why buy a model when you can have an
original? Why settle for less?

C A p p C A F! E Good Medicine IS Good Business

Participating Carriers: Allstate” American Community Mutua!, American Unired Life’ Farmland. Home Life® John Alden,
Paul Revere, Provident Mutual” UNUM. Wausau Life

*Shareholder

For more information write CAPP CARE  Division B * PO.Box 8110 e Fountain Valley, CA 92728-8110

services industry, like captives, is a
natural for Vermont. It keeps the
green in the Green Mountains,” Ms.
Babcock said.

She pledged continued support as
well as increased monitoring of cap-
tives, which she said is good for the
state’s captive industry.

Already, the state is taking steps
to facilitate captive formation as
well as increase its scrutiny of cap-
tives.

For example, the Department of
Banking and Insurance has cut in
half to 30 days the amount of time
it needs—once a completed appli-
cation has been received—to decide
on licensure.

A major factor in this reduction
in processing time is that the de-
partment now uses outside, paid ex-
perts rather than an advisory board
to review captive applications.

Each captive application is re-
viewed by one of five consulting
firms selected randomly by the de-
partment. Those firms are Anistics
Inc.; Corroon & Black’s consulting
division; Milliman & Robertson
Inc.; the Tillinghast Division of
Towers, Perrin, Forster & Crosby;
and The Wyatt Co.

Applicants pay the $1,200 cost of
this outside review.

These firms, which, among other
things, evaluate whether a captive’s
proposed capitalization is adequate,
submit their recommendations to
the department within 10 days after
receiving an application.

In addition, Vermont is plowing
more resources into captive regula-
tion and supervision,

For example, the Department of
Banking and Insurance now is re-
cruiting and hiring five new
staffers, including one for the newly
created position of assistant chief
examiner, whose sole responsibility
will be captives.

“The new positions mean we will
have better control and more
knowledgeable people who can han-
dle day-to-day questions,” Mr. Mee-
han explained.

Funds to pay for a larger staff
are being generated by legislation
enacted earlier this year giving the
department 7.5% of the premium
taxes paid by captives. These funds
can be used only for captive-related
purposes.

The concept of delegating captive
premium tax income to captive reg-
ulation is vital, state officials say.

As the number of captives rises,
premium volume also will increase,
ensuring the department will have
funds for captive regulation.

Similarly, another recent amend-
ment to Vermont’s captive law will
enhance captive growth, state cap-
tive experts say.

Under that amendment, captives
are subject to a $5,000 minimum
premium tax that clears up a prior
ambiguity in the state’s captive law.

Previously, a captive had to prove
that it could provide a direct eco-
nomic benefit—a term that never
had been defined—before the De-
partment of Banking and Insurance
would approve the application.

By setting a minimum premium
tax, the amendment clarifies what
is an economic benefit, said Arthur
Koritzinsky, vp at Johnson & Hig-
gins Services Inc. in New York.

As a result, the department now
can license small captives that may
not have been approved under the
economic benefit test.

But Vermont is not the only state
that is making changes to its cap-
tive statute to enhance its appeal
to captives.

For example, Colorado earlier this
year approved legislation that,
among other things, repeals restric-
tions on investments by captives
and removes a requirement that an
applicant for a captive license must
prove that insurance is unavailable
or unaffordable (BI, March 30).

Continued on page 26



WOULD YOU
INSURE HIM SOLO?

l’rs no ecsy stunt.

Providing coverage for a CEO sounds easy
enough. But not if he has a hobby like this.

Unusual, complicated risks pose unusual, compli-
cated questions. How do you design the cover-
age? Should you set special requirements or
exclusions?

How do you price it? Should you turn down the
business?

Fortunately, there's a better option. Bring it to
CIGNA RE. We're here to help insurers evaluate
any risk. No matter how perilous it might seem.

With years of experience and the entire CIGNA
organization behind us, we have the knowledge you
need to solve the toughest reinsurance problems.

Our underwntang experhse covers the full rqnge
of products and situations. The kind you see every
day, and the kind you don’t. From individual or
group life and health, 1o special risk coverages.
And we'll even share our expertise with you through
free underwriting seminars.

Challenge us to solve your reinsurance problems.
Our innovative solutions can help you compete for
risks you might have thought were too difficult to
handle. To find out how we can help you, call Gary
Wolters at 203-726-4986.

Reinsurance from CIGNA RE. It's The only woy to fly
and it's one more example of -
CIGNASs commitment to person- {
alized service to business.

CIGNA RE Corporation markets the life, health and disability reinsurance products offered by Connacticut General Life Insurance Company and Life insurance Company of Norih America, CIGNA companies.
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Vermont captives

Continued from page 24

In addition, Illinois amended its
insurance code to give certain tax
breaks to captives (BI, July 20;
Aug. 10).

But Vermont captive supporters,
very much aware of the increased
competition, doubt other states
ever can catch up.

“There is a long learning curve
on captive regulation. Other states
would have a long way to catch
up,” Mr. Meehan said, citing Ver-
mont’s six years of experience in
licensing and regulating captives.

J&H's Mr. Koritzinsky said that
merely enacting a captive statute
will not ensure captive growth.

“The attitude of the regulators is
just as important as the law,” he
said.

Mr. Meehan also said improved
conditions in the commercial in-
surance market have not slowed
down interest in captives.

Indeed, the department expects
to grant licenses to another 15-20
captives in the next few months.

But what is changing is the risks
written by captives and the types
of captives being formed.

For example, corporate interest
in forming captives to cover gen-
eral liability, especially product li-
ability risks, is decreasing. But,
there is more interest in establish-
ing captives to cover medical mal-
practice and professional liability
risks, say state officials and cap-
tive managers.

“Tough insurance problems, like
medical malpractice and profes-
sional E&O, will not go away,"”
said Mr. Koritzinsky.

“There still is a serious market
deficiency out there, More hospi-
tals will be forming captives,” Mr.
Meehan predicted.

On the other hand, formation of
risk retention groups in Vermont—
a major source of recent captive
growth in the state—already is
slowing.

Vermont now has 12 risk reten-
tion groups, all of which have been
licensed since Dec. 31, 1986. The

ticr. groups is unlikely, at least in
th2 short term. Of about one d¢zen
pending captives under depart-
men: review, only one is a pros-
pect:ve risk retention group.

“Nith the market changing and
turnirg, it is much more difficult
to get a group together,”” Mr.
Koritzinsky explained.

‘While the growth of risk reten-
tien groups may ease, Vermont
captive regulators say the state
st:ll is well on its way toward
meeting its next goal of 200 cap-
tives. And, eventually, they say
Vermont could equal Bermuda as
the world's largest captive domi-
cile Currently, Bermuda has about
1,209 captives, so Vermont still
treils far behind.

Jltimately, the future shape of
tax laws and swings in the com-
mercial insurance market will be
factors affecting Vermont's
growth, Mr. Koritzinsky said.

In any case, “Vermont will get its
fair skare of captives,” Mr. Menson
pradicted. &l

Photo: Jerry Gei.e!
The Green Mountain State of Vermont is the nation’s most popular domicile for captive insurers.

HOW UAC BACKS UPTHE
BEFORE THE CLAIMS GET

risk retention groups comprise P B e

about one-third of the captives es- : ; The Clairns Backer," UAC's cn-line computer system,
tablished in the state during that puts accurate, imely claims handling reports right at
nine-month period. your fingertips.

A risk retention group is a spe- =

cial multiple-owner captive that,
after meeting the insurance re-
quirements of one state, can oper-
ate nationwide without having to
be licensed in other states.

Mr. Meehan said that a large
number of additional risk reten-

Attendance up
sixfold from '86

WARREN, Vt.—Amid crystal-
blue skies and bright sunshine,
about 120 people attended the Ver-
mont Captive Insurance Assn. con-
ference, held Aug. 21 at the famed
Sugarbush Inn in Warren, Vt.

Attendance at this year’s confer-
ence was more than six times
greater than a similar conference
last year.

“We occupied a corner of a res-
taurant’' last year, recalled
Thomas Menson, former commis-
sioner of the Vermont Department
of Banking and Insurance and now
secretary of administration. “I'm
amazed at how the captive indus-
try and this association has
grown.”

Membership in the Vermont
Captive Insurance Assn., which
now has about 50 members, is open

Claims that get backed up in handling proce- reduced paper handling ad improved

to Vermont captives and managers. ) ! 1 [
Annual dues are $100. dures are usually the ones that end up costing productivity.
The VGIa Sche Ak e scs af Hie you an arm and a leg. At UAC we've devel- Called The Claims Bazkers* this new

state’s captive industry on regula-

tory and legislative issues. It also oped an on-line computer system that cuts system gives you the information you need to

helps sponsor a booth at the annual through the red tape and delay. manage your claims more effectively at every

gf:; S Sty Klepilmeot e ~ Now reports from the scene are fed step. For example, because you have access
M oow iptavmation ahowt the directly into our computerized system. This to more accurate informatior, reserves can be

group is available by writing the information is immediately accessible to UAC set more precisely, in some cases freeing up

Vermont Captive Insurance Assn.,
Box 13, 7 Burlington Square, Bur-
lington, Vt. 05401. [ ]

management, supervisors—and to you.

funds that might otherwise remain tied up.
Result: faster access to data, better control,

The UAC team of adjusters, specialists
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Vermont can do more to lure captives: Expert

By JERRY GEISEL

WARREN, Vt.—Despite record-
setting growth, Vermont can do
even more to attract new captive
insurance companies, a captive ex-
pert says.

Jaxon White, president of MED-
MARC Insurance Co. Risk Reten-
tion Group, a Vermont-licensed
risk retention group that provides
up to $5 million in product liability
coverage to about 400 medical
equipment manufacturers, says
Vermont officials need to publish
more information about captive
rules and changes. )

“*A source of information is
needed,” Mr. White said.

Speaking last month before the
Vermont Captive Insurance Assn.
conference in Warren, Vt., Mr.
White suggested that Vermont re-

gularly publish an official list of
newly licensed captives.

“Who is being licensed here? We
certainly would be interested in
knowing that,” said Mr. White,
who also is president of Fairfax,
Va.-based Hamilton Resources
Corp., a consultant and managing
general agent for MEDMARC.

Mr. White said a newsletter—
published at least twice a year—
would be one way the state could
keep risk managers and consul-
tants up-to-date on the latest Ver-
mont captive developments.

For example, the newsletter
would be a vehicle for state regula-
tors to explain pending and recent
changes to Vermont's captive law.

“It would be helpful if someone,
such as the state, published
changes made to the statute and
the steps being taken to implement

those changes," Mr. White said.

In addition, state officials could
publish an annual report summing
up significant captive developments
in Vermont over the year.

‘‘An annual re-

'Sl port could be a

way of generat-

ing new busi-

ness,"” Mr. White
said.

The Depart-
ment of Banking
and Insurance,
‘ which regulates

captives, also

could send a

questionnaire to
newly licensed captives so they can
evaluate and critique the captive
application process, Mr. White sug-
gested

“*Does the current application

Mr. White

meet current needs? Perhaps there
should be a critique process,” he
said.

To prevent wasting time. Mr.
White recommends that parents of
prospective captives make an ap-
pointment with the Department of
Banking and Insurance only if they
are serious about setting up a cap-
tive.

Vermont captive managers can do
even more to ensure that captives
comply with state rules and regula-
tions, Mr. White suggested. Manage-
ment companies can develop a sim-
ple checklist to make sure they and
their clients have complied with all
rules, he said.

Repeating criticism heard fre-
quently in Vermont captive circles,
Mr. White said the banking com-
munity needs to do more to meet
captives' needs for financial ser-

RISK MANAGER

BACKED UP

and supervisors has been helping risk man-
agers for over 55 years. Now the team is

equipped to dc 2ven more.

Fo- more complete information about

vices.

For example, while MEDMARC
is a large captive—it was licensed
earlier this year with $10 million in
capital and surplus and could write
$20 million in premiums this year—
it was not approached by a single
Vermont bank.

“We have significant banking
needs,” Mr. White said, listing such
basic items as letters of credits and
electronic fund transfers.

By contrast, in Bermuda—where
MEDMARC was domiciled for eight
years before becoming the first off-
shore captive to come ashore as a
risk retention group under the 1986
amendments to the federal Risk Re-
tention Act (BI, Feb. 2)—there is a
strong financial services infrastruc-
ture to support captives, Mr. White
observed.

If the number of Vermont cap-
tives continues to swell, service ven-
dors—including banks, accountants
and actuarial firms—will become
more eager to grab a slice of Ver-
mont's captive business.

*“They will come when they realize
the potential of the state,” Mr.
White said.

Mr. White also pointed out that
Vermont captives should not be ad-
vocating the lowest possible state
premium tax.

Instead, taxes should be set at a
“realistic" level, he said. In fact,
captives would understand the need
for higher taxes if more revenues
were needed to support efficient
regulation.

Amendments this year to Ver-
mont's captive statute establish a
two-tier premium tax structure,
under which the tax on the first
$15 million of direct premiums
written by a captive is 0.8%, while
the tax on direct premiums exceed-
ing $15 million is 0.6%. The pre-
mium tax on reinsurance business is
0.3% on the first $15 million of rein-
surance assumed and 0.2% on rein-
surance premiums exceeding $15
million.

In addition, captives face a $5,000
minimum premium tax.

Mr. White also said the depart-
ment should make it clear that it
supports risk retention groups.

“Other states should know that
Vermont risk retention groups are
well-regulated,” said Mr. White.

While not supplying any numbers,
Mr. White noted that coming ashore
to Vermont from Bermuda was a
time-consuming and expensive pro-
cess for MEDMARC.

With the move completed, MED-
MARC has a vested interest in Ver-
mont retaining its reputation as the
premier domestic captive domicile.
“We want intelligent people in cap-
tive regulation,” he said.

The future of Vermont as a cap-
tive domicile also could be helped
by recent changes in tax law.

James Cameron, a tax expert and
a partner in the New York office of
the law firm of Baker & McKenzie,
said there no longer is any tax ad-
vantage in being offshore.

However, because of liberal li-
censing requirements, captives
starting off on a “shoestring” may
be better able to begin their opera-
tions offshore than in a domestic
state, Mr. Cameron said.

Mr. Cameron noted that one key
advantage of establishing a risk re-
tention group compared with an
offshore group captive is that such
groups can operate nationwide—
after meeting the licensing require-
ments of one state—without having
to use a fronting insurer to issue po-
licies.

Mr. Cameron noted that both risk
retention groups and purchasing

our new capabil ties, ccntact: Marketing Vice
President. Underwriters Adjusting Company,

2 Carporate Place South. Piscataway, NJ 08854.
Or call 221-:981-3200.

groups have come under attack by
& state regulators. He urged buyers to
make a coordinated response to
such attacks, adding that without
such a response, risk retention and
purchasing groups will not reach
their full potential, u

THE TEAM WORKS
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PRIMARY CGL COVERAGE
FOR
ELEVATOR CONTRACTING RISKS

® Occurrence Form

® $1,00C,000. CSL Limit

® Broad Form CGL Endorsement

® Admitted Carrier
A+ XV Rating

Captive Planners, Inc.
12520 Prosperity Drive

Suite 310

Silver Spring, Maryland 20904
(301) 622-5905

N2w Yorxz-based American In-
rernational Group Inc. has created
a new division to Jevelop managed
health care plans cverseas.

American International Health
Care Inc. of Patomac, Md., initially

" will conceatrate on developing
health maintenznce organizations
or similar structarss in Europe and
Southeast Asia.

The new company follows the
+uly 1986 acquisidon of Potomac-
based Jurgovan % Blair Inc., a
health care management and con-
sult:ng company.

Thomas €. Ramey, director of
Jurgovan & Blzir's international

AtTifco, wefinanceinsurance premiums fast.

No insurance sa'e is really closed until
you get vour cash. Sc at Tifco, our premium
financing policy is to get your cash to you
fast Veryfast.

In fact, we're przpared to process a
conract tae day we receive it and release
you: funds the next meming.

We aren’t fast zbout everything,
though. Truth is, we’re not so fast about can-

cellazions. We require a monthly billing, a
late rotice, another late notice, and a phone
call ta you before cancellation. Generall Y,
that’s more than enough to solve any prob-
lems Proof? Our cancellation rate is one
of the lowest in the industry.

1TRO

THE INSURANCE FINANCE PEOPLE

Lzarn more about the many ad-
vantages of Tifco premium fiaaicing.
Calltoday. ‘

For the number of the TIFCO offic
nearest you, call—

East of the Miss ssippi: 1-8)C-£22-5748
West of the Mississippi: 1-£00-223-5749
In Maryland: 1-301-494-1011

i Markets |

New AIG unit to develop
managed care overseas

operations, has been named presi-
dent of the new division.

““Most countries have social
health care systems,’’ said Mr.
Ramey. “But the costs have in-
creased to the point that govern-
ments are encouraging private sec-
tor initiative to share the burden.
The need is for managed care pro-
grams, such as health maintenance
organizations in the United States,
which combine insurance and ser-
vice delivery.”

For more information contact
Paula Moore at American Interna-
tional Health Care Inc., 7811 Mon-
trose Road, Potomac, Md. 20854;
301-251-8600.

Captive consultant

American National General
Agencies Inc. of Los Angeles has
spun off- ANGA Risk Services to
provide risk retention group, cap-
tive insurance company and pur-
chasing group consulting services.

Richard Nieder, who was in-
volved in special captive and risk
retention projects at American Na-
tional General Agencies, will head
the new division. Mr. Nieder also
served as ANGA's Denver branch
underwriting manager.

Based in Denver, ANGA will
take advantage of Colorado’s cap-
tive law, Mr. Nieder said.

For more information contact
Mr. Nieder at ANGA Risk Services,
1776 S. Jackson, Suite 1120, Den-
ver, Colo. 80210; 303-692-9063.

Four brokers merge

Four San Jose, Calif., brokerages
have merged: BFB&K Insurance
Services, Klindt Insurance Ser-
vices, CQB Insurance Services and
Klindt Financial Group.

The new company, COMPRO In-
surance Services Inc., will have
annual premiums of $35 million,
according to COMPRO President
and Chief Executive Officer Philip
Barry, formerly of BFB&K of Los
Gatos, Calif.

Acquisitions of other brokerages
will generate $100 million in pre-
mium volume for COMPRO in five
years, predicted Mr. Barry.

COMPRO divisions will special-
ize in employee benefits, financial
planning, international services,
risk management and high tech-
nology.

Principals in the new company
include Jan Kellogg, Clayton
Bruntz and Lon Fenchel, all for-
merly of BFB&K; Ken Steffen, for-
merly of Klindt Insurance Ser-
vices; and Kevin Quinn and Fritz
Bodenheimer, formerly of CQB In-
surance Services. Bruce Lichten-
berg and Jim Mclntire, formerly
with Klindt Financial Group, will
direct the company’s employee
benefits and financial services di-
visions.

Mergers/acquisitions

Rollins Burdick Hunter Co. of
Texas has announced an agree-
ment in principle to merge with
Houston-based Adams & Porter
International Inc. Adams & Por-
ter is an independent agency
known for its special interest in
marine and energy risks.

Los Angeles-based wholesaler
Swett & Crawford Group has
entered into an agreement to ac-
quire Robert S. Martin Corp., a
Detroit-based wholesale broker.
Robert S. Martin, principal officer
of the brokerage, will continue as
president. The Martin office will be
merged with Swett's Birmingham,
Mich., office. [ ]
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For 20 years Busiress Insurance has provided its readers with landmark issues. They have
covered a broad range of important topics. And all have had industry-wide impact

In keeping with this tradition, the editors of Business Insurance are pleased to announce
publication of two special historical and informative issues.

OR TWO ?

Each surveys and details, in great depth, the significant points, events and changes that
have acted to shape the evolution, development and growth of a major sector of the
insurance industry.

October 26, 1987
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November 2, 1987
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Both will enjoy longevity. Both will be valuable, permanent additions to the
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REINSURANCE INTERMEDIARIES

100 Metro Park South
Old Bridge, N.J. 08857-4099
Telephone: 201-290-8000
Telex: 844360 CBP OBR
Rapifax: 201-290-9344
Facsimile: 201-290-9452

BIl’s annual compilation

of informational material

l Captives ]

® The Tillinghast Division of
Towers, Perrin, Forster & Crosby
offers an index of articles ap-
pearing in its monthly newsletter,
“Captive Insurance Company Re-
ports.” For a free copy, write 101
in the box on the reader service
coupon.

® A flier available from Tren-
wick Services Ltd. describes the
company's captive management
services. For a free copy, write
102 in the box on the reader service
coupon.

Commercial property/

casuvalty insurance

® “Directors and Officers Govern-
mental Actions Legal Expense Re-
imbursement Insurance,” a flier
available from NAS Insurance Ser-
vices Inc., describes GALEXI, in-
surance for directors and offi-
cers of regulated industries such
as securities, utilities and commu-
nications. For a free copy, write

NORTHFIELD

DIFFERENCE

e

“There's a lot of competitionin this market and we
have to work hard to keep ahead. Our success
depends on our credibility, so we depend on
Northfield. Northfield has financial power and
staying power. Their loyalty and the continuity they
offer their producers is priceless. We promise our
clients the same benefits Northfield promises us,
so they better be good. We both plan on

being in business a long time.”

— Thomas S. Bloom, McAlear Associales, Inc.

NORTHFIELD

NSURANCE

a part of the Northland Group

k\Northland

Insurance Compames
“st Paul, Minnesota

ﬁ*‘é

201 in the box on the reader service
coupon.

® NAS Insurance Services Inc.
offers a brochure including a de-
scription, application and sample
policy of GALEXI PLUS, a pro-
gram providing directors with
legal expense reimbursement
for suits from depositors, bor-
rowers and shareholders. For a free
copy, write 202 in the box on the
reader service coupon.

® NAS Insurance Services Inc.
offers a description, application
and sample policy of a legal ex-
pense reimbursement plan
available to independent banks.
For a free copy, write 203 in the
box on the reader service coupon.

® “REALEX—Errors and Omis-
sions Legal Expense Reim-
bursement Insurance,” a brochure
available from NAS Insurance Ser-
vices Inc., contains a description,
application and sample of an
errors and omissions insurance
policy for Realtors. For a free
copy, write 204 in the box on the
reader service coupon.

® “Putting Risk into Perspective
for the Health Care Industry,” a
booklet offered by Corroon &
Black Corp., describes specialized
insurance products and services
the company offers to health care
institutions and professionals.
For a free copy, write 205 in the
box on the reader service coupon.

@ ‘“‘Putting Risks into Perspec-
tive for the Construction Indus-
try,” a booklet describing insur-
ance products and services for U.S.
and international contractors,
is available from Corroon & Black
Corp. For a free copy, write 206 in
the box on the reader service cou-
pon.

® Swett & Crawford Group
offers an informational kit detail-
ing commercial insurance cov-
erages available from each of its
branch offices. For a free copy,
write 207 in the box on the reader
service coupon.

® ‘“‘Quotations’’ is a monthly
newsletter published by Swett &
Crawford Group describing com-
mercial insurance products and
services offered by the wholesale
broker. For a free copy, write 208
in the box on the reader service

coupon.

® Rhulen Agency Inc. offers a
pamphlet discussing equine mor-
tality insurance. For a free copy,
write 209 in the box on the reader
service coupon.

® Rhulen Agency Inc. offers a
pamphlet, “Only Surgery Will Save
Their Horse,” which describes the
company's equine surgical insur-
ance programs. For a free copy,
write 210 in the box on the reader
service coupon.

® Corroon & Black Corp. offers
a booklet describing property/ca-
sualty and liability programs for
commercial ventures into

-space. For a free copy, write 211 in

the box on the reader service cou-
pon.

® ‘“‘Professional Insurance Cor-
poration Newsletter" is a quarterly
publication containing informa-
tion on insurance topics in gen-
eral and on products available
from Professional Insurance Corp.
For a free copy, write 212 in the
box on the reader service coupon.

® “Business Interruption Insur-
ance for Today's Losses” is a book-
let available from The Alex N. Sill
Co. that discusses business inter-
ruption insurance and includes
examples of solutions to problems.
For a free copy, write 213 in the
box on the reader service coupon.

® ‘“What to Do When the Ad-
juster Says ‘No,” " a written pre-
sentation offering solutions to
disagreement between adjust-
ers and policyholders regarding
building claims, is available from
The Alex N. Sill Co. For a free
copy, write 214 in the box on the
reader service coupon.

® The American Arbitration
Assn. offers a procedural guide to
help insurers and claimants re-
solve property and liability
claims through arbitration or me-
diation. For a free copy, write 215
in the box on the reader service
coupon.

® ‘‘Dispute Resolution Proce-
dures for Insurance Claims’ is a
pamphlet describing the American
Arbitration Assn.’s services de-
signed to help insurers and claim-
ants resolve claims through ar-
Continued on page 32
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PROPERTY AND
CASUALTY BROKERS
FOREXCESS AND |
SURPLUS INSURANCE

TRAVIS-PEDERSEN
-and Associates, Inc.

100 South Wacker Drive
Suite 1925 i
Chicago, lllinois 60606 L
Phone 312/372-3393 |
Telex 28-0436 &
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Risks

for Specialty

Get an advantage on risk placement. For primary
and excess liability and excess property coverage,
call the underwriting pros at General Star today.

GENERAL

X

STAR

® Market Stability
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e Financial Strength
» Underwriting Quality

New York (212) 770-0150 » Chicago (312) 207-5400 ® Los Angeles (213) 383-7734 * Stamford (203) 328-5700
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Continued from page 30

bitration or mediation. For a
free copy, write 216 in the box on
the reader service coupon.

® Associated Agencies Inc. has )

published a brochure describing
the commercial insurance prod-
ucts and services it offers. For a
free copy, write 217 in the box on
the reader service coupon.

® ‘“‘Successful Superfund
Claims Management” is a brochure
available from Associated Claims
Enterprises Inc., which discusses
issues pertaining to hazardous
waste exposures. For a free copy,
write 218 in the box on the reader
service coupon.

® “Executive Briefing Newslet-
ter’’ is a quarterly publication
available from International Risk
Management Institute Inc. discus-
sing issues pertaining to commer-
cial liability insurance. For a
free copy, write 219 in the box on
the reader service coupon.

® NILS Publishing Co. offers
“INSight,” a monthly newsletter
highlighting significant events in
insurance regulation. For a free
copy, write 220 in the box on the
reader service coupon.

® Canadian Industrial Risks In-
surers offers an eight-page bro-
chure describing its combined
fire, difference-in-conditions
and boiler and machinery cov-
erage. For a free copy, write 221 in
the box on the reader service cou-
pon.

® Canadian Industrial Risks In-
surers offers ‘“‘Five Good Reasons,”
a kit containing information on the
commercial insurance products
and services the company offers.
For a free copy, write 222 in the
box on the reader service coupon.

® Industrial Risk Insurers offers
a four-page folder describing the
history and development of its
property insurance and loss
prevention services. For a free
copy, write 223 in the box on the
reader service coupon.

® “Worldw:de Property Insur-
ance,” a six-page brochure avail-
able from Industrial Risk Insurers,
provides information on the com-
pany’s underwriting and loss
prevention services for U.S. and
foreign businesses. For a free copy.
write 224 in the box on the reader
service coupon.

@® Trenwick Syndicate Corp., a
syndicate on the New York In-
surance Exchange, describes its
underwriting philosophy in a two-
page folder. For a free copy, write
225 in the box on the reader service
coupon.

® “It's Nct Just the Doctors
Anymore,"” a reprint available

from Shand, Morahan & Co. Inc.,
discusses the increased need for
professional liability insurance
by health care professionals
other than physicians, surgeons
and dentists. For a free copy, write
226 in the box on the reader service
coupon.

® Shand, Morahan & Co. Inc.
offers a reprint of *‘Are MGAs Still
in Vogue?’ an article examining
the changing role of managing
general agents in the excess/sur-
plus lines market. For a free copy,
write write 227 in the box on the
reader service coupon.

® The New York Insurance
Exchange offers a brochure con-

taining information on the history
and development of the exchange.
For a free copy, write 228 in the
box on the reader service coupon.

® Zurich-American Insurance
Group offers a brochure describing
commercial insurance products
and services available from its
special risk division. For a free
copy, write 229 in the box on the
reader service coupon.

® A brochure is available from
Zurich-American Insurance Group
detailing the property/casualty
insurance programs available
from its Special Risk Division for
large and complex risks. For a free
copy, write 230 in the box on the

reader service coupon.

® Global Special Risks is offer-
ing a flier describing its global in-
surance programs. For a free
copy, write 231 in the box on the
reader service coupon.

l Employee benefits |

® Upjohn HealthCare Services
offers a 12-page brochure detailing
the company’s home health care
programs designed to promote
cost control. For a free copy, write
301 in the box on the reader service
coupon.

Continued on facing page

Bl’s annual
info section

The annual special Info sec-
tion is an editorial compila-
tion of current informational
materials available on topics
of interest to risk, employee
benefit and financial execu-
tives. The listings are pub-
lished free of charge by Busi-
ness Insurance.

The materials, all free of
charge, are organized under
these headings: captives, com-
mercial property/casualty in-
surance, employee benefits,
employee benefit information
systems, fidelity & surety, fi-
nancial services, interna-
tional, loss control/people,
loss control/property, reinsur-
ance, risk management, risk
management information sys-
tems, self-insurance services
and workers compensation.

To receive any of the free
brochures, booklets, pam-
phlets or fliers described in
this special section, write the
key numbers of the items you
want in the boxes on the
reader service coupons pro-
vided on several of the follow-
ing pages.

Fill out the remainder of the
coupon; then mail it to Busi-
ness Insurance, c¢/o Hartley
Data Service Inc., 1807 Glen-
view Road, Glenview, Ill.
60025.

All requests for free Info
materials must be received be-
fore Nov. 16 in order to be
processed.

large advertisements.

he 100th anntversary of the

signing of the U.S. Constitu-
tion took place in 1887 with a
celebration in Philadelphia. In
little more than two months,

volunteers led by Colonel A.
Loudon Snowden marshalled
Philadeiphia’s commercial and
manufacturing interesis to put

civic and industrial pageant Jﬁajm g / @ %{Q

{agetﬁer a masstve, three-day

drew 1.5 million spectators.
Visitors to the celebration took
with them a sowvenir program
containing the Constitution
written on 14 pages of very small
type followed by 24 pages of very

For ‘one hundred ‘years, Protection Mutual-has
been a leader in loss prevention. Qurs is a history
of innovation and accomplishment, with an un-
surpassed record of engineering and research
contributions. The same dedication our founders
showed for improving the earliest sprinklers, we
show today for the hazards created by new ma-
terials and new technologies. Anticipating the
future has, for a hundred years, been the mutual
concern of those who have joined with us in a
shared commitment to loss prevention. A centu-
ry of reliability, and partnership with our policy-
holders, has placed Protection Mutual in a pre-
eminent position, from which our insureds can
see a secure future, from a century of success,

1887~1987

C ontract dispute threatens Baseball strike! Not now. . . a
hundred years ago. In 1887 the Brotherhood of Ball Players
strongly objected 1o the $2,000 salary limit and to their near slavery
contracis. A shortstop and lawyer named Jokn “Monte” Ward rook
the National League all the way to the New York Supreme Court,
which declared Ward's contract “one which a court of equity will not
enforce.” The players formed their own league. But by 1891 both their
league and their Brotherhood were finished. Monte Ward, however,
made the Hall of Fame in 1964.
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A Secure Future, From
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® Case studies illustrating
home health care programs
available from Upjohn HealthCare
Services are detailed in a flier
available from the company. For a
free copy, write 302 in the box on
the reader service coupon.

® ‘‘Aftercare,”” a pamphlet
available from Upjohn HealthCare
Services, details the company’s in-
home psychiatric nursing ser-
vices. For a free copy, write 303 in
the box on the reader service cou-
pon.

® “Lost Work Time: Categories,
Costs and Prevention,” a survey
published by Advisory Communi-
cations Systems Inc., reports on

employee time off and time lost
in dealing with personal prob-
lems, including legal problems.
For a free copy, write 304 in the
box on the reader service coupon.

® National Health Services Inc.
offers a booklet addressing the
problem of liability for employ-
ers purchasing utilization re-
view services and the importance
of physician-developed utilization
review criteria. For a free copy,
write 305 in the box on the reader
service coupon.

® A nine-page booklet available
from Sanus Corp. Health Systems
describes features of the Sanus
Health Plan, a health mainte-

nance organization serving sev-
eral major metropolitan areas. For
a free copy, write 306 in the box on
the reader service coupon.

® Sanus Corp. Health Systems is
offering a booklet containing in-
formation on Sanus/65, a Medi-
care supplemental health insur-
ance plan available to employ-
ers. For a free copy, write 307 in
the box on the reader service cou-
pon.

® Sanus Corp. Health Systems
offers a booklet containing infor-
mation describing the managed
care health insurance products
it offers. For a free copy, write 308
in the box on the reader service

coupon.

@ “The Sanus Report” is a quar-
terly publication offered by Sanus
Corp. Health Systems discussing
health care cost-containment
issues for employers. For a free
copy, write 309 in the box on the
reader service coupon.

® A quarterly publication of
Warren, McVeigh & Griffin Inc,,
“The Employee Benefits Manage-
ment Letter,” contains information
on topics of interest to employee
benefit managers. For a free
copy, write 310 in the box on the
reader service coupon.

@ A 16-page booklet describing

A Century of Success!

n 1887, famed builder

Gustave Eiffel signed a
contract to construct a
1,000-foot tower to be
completed in time for the
centennial celebration of the
French revolution just two
years hence. He put up $1.3
million of his own money in
exchange for a 20-year per-
mil to operate the tower’s
restaurants and cafes. His
gamble paid off. The Eiffel
Tower was a tremendous
success, recouping Eiffel’s
investment in its first year.
It outdrew such popular
exhibitions as Thomas
Edison’s first phonograph,
the first gasoline-powered
automobile, and Buffalo
o Bill's Wild West Skow. The
Eiffel Tower would remain
the world’s tallest man-
made structure for another

Jorty years.

MEDICAL BILL AUDITS

cost-containment features of
Crawford & Co.'s medical bill
audit programs is available from
the company. For a free copy, write
311 in the box on the reader service
coupon.

® Crawford & Co. offers an
analysis of the increased cost of
medical care and the medical cost
containment programs it offers
to employers. For a free copy, write
312 in the box on the reader service
coupon.

® Precision Lens Crafters pro-
vides a packet of information de-
tailing vision benefit programs
available to employer groups,
HMOs, PPOs and insurance com-
panies. For a free copy, write 313
in the box on the reader service
coupon.

® “U.S. Health Care Expendi-
tures in 1986—The Effect of Utili-
zation Review & Price Negotia-
tion" is the title of a study focusing
on trends in utilization review
offered by Health Risk Manage-
ment Inc. For a frée copy, write 314
in the box on the reader service
coupon.

® The Employee Benefit Re-
search Institute offers sample
copies of “EBRI Issue Brief,” a
monthly newsletter reporting on
topics pertaining to employee
benefits. For a free copy, write
315 in the box on the reader service
coupon.

L, TP,

® “Case Management in the
PPO System” is a five-page arti-
cle discussing the principles of
case management programs and
preferred provider organizations.
It is available from Pacific Review
Services. For a free copy, write 316
in the box on the reader service
coupon.
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® International Data Processing
Inc.'s products and services de-
signed to control benefit costs
are discussed in “Communique,” a
newsletter available from the com-
pany. For a free copy, write 317 in
the box on the reader service cou-
pon.

7/19»:0: Stevens and his 50-inch-wheeler “Columbia™
~ arrived in San Francisco on a mail steamer from
Yokokama in January 1887, completing a nearly three-
year journey around the world by bicycle. Stevens out-
pedaled marauders on horseback in India, flung himself
into a sand hole in Turkey, and used the big wheel as a
[frame for shelter as he crossed America, Europe and Asia
on his $135 “Ordinary.” The most ambitious cycling trip
in man's history was met more with bemusement than
honor, considering that Stevens’ trek took him over

more camel tracks than bike trails.

® A discussion of employer-
sponsored life insurance pro-
grams is presented in a pamphlet
available from EOI Service Co. Inc.
For a free copy, write 318 in the
box on the reader service coupon.

® Blue Cross & Blue Shield
Assn. offers a booklet describing
HMO-USA, a network of health
maintenance organizations. For
a free copy, write 319 in the box on
the reader service coupon.

® Paul Revere Insurance Group
offers a pamphlet describing its
disability claims services. For a
free copy, write 320 in the box on
the reader service coupon.

Protection Mutual Insurance Company
300 South Northwest Highway
Park Ridge, Illinois 60068 ® A brochure available from
Paul Revere Insurance Group de-
seribes the company’s claim ser-
vices for group medical and
= . : - ) dental policyholders. For a free
S ) copy, write 321 in the box on the
Continued on next page
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AMERICAN RISK RETENTION
ACT ASSOCIATION

(in formation)
A nationwide trade association dedicated
to the advancement of tre goals of the
Risk Retention Act

For memterstip information correspond witn:

American Risk Retention Act Associalion
12222 Merit Drive, Suite 1660, Dallas, Texas 75251
Attention: Daniel D. Dirur

Continuec jrom previous page
reader serv:ce coupor..

® Paul Revere Insurance Groug
details the ccmpeny's group
health icsurance products ard
services :n a two-page flier. For &
free copy. write 322 in the box or
the reade: service coupon.

® The International Foundatior
of Employee Benefit Plans offers &
bibliography listing matarials re-
lating tc exployee benefit issues
For a free copy, write 323 in the
box on the ~eader service coupon.

® The ~edort of a census of Cer-
tified Employee Benefit Specialists
is availakle Zrom the International

Foundation of Employee Benefit
Plans. The report discusses cur-
rent health care issues. trends,
attitudes and practices. For a
free copy, write 324 in the box on
the ~eader service coupor.

® “‘National Opirien Panel
1987-01,"” available from Interna-
toral Foundation of Employee
Benzfit Plans, is a flier -eporting
the results of a survev on multi-
employer benefit plan practices.
For a free copy, write 225 in the
box on the reader servize coupon.

® Th= International Foundation
of Employee Benefit Plans offers a
booxlet listing speakers and pan-
elists scheduled to apgear at the

The insurance company that started business

on a handshake and a promise, is one of the most trusted

names in commercial insurance today.

Ir- 1920,a small group of contraczors
decided to take responsibility for insuring
their projects into their own hands.
Because of the murcal trust and respzct

which helps control workers compensa-
tior: claims anc lower net costs. Special
Risk Control services apply up-to-the-

among them, all it took was a handshake
to gua-antee the job.

Commercial insurance is cors.c.-
erably more cemplizated today. Bz at
Industrial Indemnity, thanks to a strong
re_ationship through the years wist a
select zroup of independent agents and
broke:s,some things have remaineZ
thz same.

L ke the soirit of inncvation and
leadership that motivated companv
foundzrs to find new and more cost-
effective means of managing their cwm
insurance. Their “net cost approazh’ for
rick management was developed rcre
than 50 vears ago. A contiuing team
effort with agents and brokers allowis
this samz approach to control costs for
thousands of policyholders today

Today’s Innovations.

That same spirit of innovaticn :s
evident oday as Industrial is reccg-ized
not or ly as the leading insurer of workers
ccmpensation in th2 West, but as oniz

of the largest property and casuzlty
comirercial companies as well.
Industrial continues to earn izs well-
deserved reputation for leadership with
specialized services such as its ex:lusive
Medical Cost Containment progzem,

mirute tecano.ogy in the prevention of
injuries and property/liability losses. And
cost-effective Rehabilitation plans help
people recover o their fullest potential.

All of “ndustrials distinctive pro-
grams and services are continually
eva_uated base on their effectiveness in
controlling coszs and delivering custome=
satisfactior..

Tomorrow’s Innovations.

Indusral Indemnicy has one
continuing goal—1o be “the best” in
commercial insurance. 2700 dedicated
professionals are ccramitted to making
this goal a ~eality.

Finding new ways to manage risks
at lower ccsts i< sll the commitment
Industrial nakes to s agents, brokers
anc. policyholcers. Industrial has learned
the way to earn and keep the trust and
respect of indeper:dent agents and brokes
is through consistent, outstanding per-
formance Tcdav, at Industrial Indemniry,
you can still ccunt on our handshake
to guarantee the job.

Industrial Indemnuty

foundation’s upcoming educational
seminars. For a free copy, write
326 in the box on the reader service
coupon.

® The International Foundation
of Employee Benefit Plans offers a
list of its publications. For a free
copy, write 327 in the box on the
reader service coupon.

® “‘Certified Employee Benefit
Specialist Catalog,” available from
the International Foundation of
Employee Benefit Plans, contains
information on enrollment in the
Certified Employee Benefit Spe-
cialist program, applications for
examinations and order forms for
study materials. For a free copy,
write 328 in the boax on the reader
service coupon.

® Input Output Computer Ser-
vices Ine. offers a brochure de-
scribing VOICE-NET, a telephone
system enabling doctors or em-
ployees to access employee ben-
efits information stored on a da-
ta base. For a free copy, write 329
in the box on the reader service
coupon.

® “Intracorp Report,” a quar-
terly newsletter covering benefit
cost-control topics of interest to
benefit managers, is offered by In-
tracorp. For a free copy, write 330
in the box on the reader service
coupon.

® Health Economics Corp. offers
a brochure describing the com-
pany's products and services, in-
cluding utilization review, cost-
containment services, managed
care programs and consulting.
For a free copy, write 331 in the
box on the reader service coupon.

® “Cost Containment vs. Quality
Care” is the title of an article of-
fered by Health Economics Corp.
that discusses quality of care and
cost-containment issues. For a
free copy, write 332 in the box on
the reader service coupon.

® A fact sheet detailing finan-
cial and operational informa-
tion on Health Economics Corp. is
available. For a free copy, write
333 in the box on the reader service
coupon.

® Health Care Pharmacy Pro-
viders Inc. offers a reprint of an
article describing the develop-
ment of pharmacy PPOs. For a
free copy, write 334 in the box on
the reader service coupon.

® “PPQO Prescription Drug Ben-
efit Checklist” is designed for use
in comparing alternative phar-
macy PPO programs to those of-
fered by Health Care Pharmacy
Providers Inc. For a free copy,
write 335 in the box on the reader
service coupon.

® A reprint of an article discus-
sing cost management and ad-
ministration of prescription
drug programs is available from
Health Care Pharmacy Providers
Inc. For a free copy, write 336 in
the box on the reader service cou-
pon.

® Upjohn HealthCare Services
offers a brochure regarding health
care cost containment and infor-
mation on services provided by the
company. For a free copy, write
337 in the box on the reader service
coupon.

® “‘Issues in Continuity of Care:
Psychiatric Home Care,” a report
available from Upjohn HealthCare
Services, offers psychiatric profes-
sionals’ opinions on home psychi-
atric care as an option for em-
ployees. For a free copy, write 338
in the box on the reader service
coupon.

® Employee Benefit Research
‘Continued on page 36



You'll Find The Largest Insurer

ExtraordinaryRisks In A City
Well Known For laking Them.
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As you may have guessed, we're based in Boston.

And when you have a risk that’ out of the ordinary, The
Lexington is the extraordinary company to cover it.

To find out more, call (617) 330-1100. Or write The Lexington
Insurance Company, 200 State St., Boston, Mass. 02109.
Remember, if you need protection against extraordinary risks,
As the largest Excess and Surplus insurer in the U.S., we offer  The Lexington your cup of tea.
more types of protection than anyone else in the industry. We'll
even create a policy if thats what it takes to handle your business.

Lexington Insurance Company
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Continued from page 34

Use this coupon to obtain info data 16 comiing Yo T
To obtain copies of literature and information about products and services

listed in this special info section, simply indicate the key numbers

for the items you want and mail to: 1807 Glenview Road, Glenview, Iil. 60025 coupon.
Requests will be processed promptly. Fill out the coupon completely. Do not omit any information

Please send the following information from the September 14, 1987 issue
(insert key number of each item desired):

distributions and tax reform
issues. For a free copy, write 339
in the box on the reader service

® ‘“‘Health Care Cost Manage-
ment’ is a booklet detailing the
benefit cost-containment ser-

vices offered by Cost Care. For a
free copy, write 340 in the box on

the reader service coupon.

Name:

® General American Life Insur-

Title:

ance Co. offers a brochure detail-
ing FLEXTRA, the company's

Company:

flexible benefits package. For a

Street:

free copy, write 341 in the box on
the reader service coupon.

City: State:
Nature of company's business:

Zip:

® A brochure available from

General American Life Insurance

[} Please send Business Insurance subscription Information
NOTE: THIS COUPON WILL NOT BE SERVICED AFTER

NOVEMBER 16, 1987

Co. describes the company’s group
health insurance products and
standards of service to customers.
For a free copy, write 342 in the

T isTe The Patient

IS

The Company Medical Plan.

When corporate
America gave its medical plans
a check-up last year, it found a
suspicious growth.

Costs swelled 7.7 per-
cent. And early indications are
this rate could double in 1987.

Health care is raising
major financial concerns, say
1,466 employers responding to
the 1986 Johnson & Higgins
HealthGroup study of corpo-
rate health care plans.

Among them is whether
alternative delivery systems,
such as HMOs, and cost-control
programs, such as Second
Surgical Opinions, actually are
delivering on their promise
of plan savings.

Also, nearly three of five
employers admitted they hadn’t
begun to deal with the massive
financial problem of retiree
health care liability, estimated
now to exceed $100 billion.

Yet, by 1996, companies
will be obligated to provide
health benefits to one retiree for
every two active employees.

By then Medicare very
likely will be a shadow of its
present self.

The time is right for
alert corporations to operate
carefully on their medical plans.

There are effective ways
to use the alternative delivery
systems (HMO negotiations
get easier when hard data is

presented. And PPO shared
savings promise to attract
nearly double the number of
employers this year).

There are measurable
utilization techniques that do
the cost-containment job.

And there is room to
restructure medical plans for
future retirees and to effect
alternative funding arrange-
ments with current retirees.

Now. Before costs turn
malignant.

OHNSON
HIGGINS

Consulting on a lot more than insurance.

RISK AND INSURANCE MANAGEMENT SERVICES: HUMAN RESOURCE AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD.

box on the reader service coupon.

® “Good News for Employers,”
a booklet available from General
American Life Insurance Co., de-
scribes a preferred provider or-
ganization the company offers to
employers. For a free copy, write
343 in the box on the reader service
coupon.

® General American Life Insur-
ance Co. publishes a quarterly
newsletter focusing on issues per-
taining to group health insur-
ance. For a free copy, write 344 in
the box on the reader service cou-
pon.

® Medco Containment Services
Inc. offers a brochure detailing the
company’'s prescription drug
cost-containment program. For
a free copy, write 345 in the box on
the reader service coupon.

® A kit available from Paul Re-
vere Insurance Co. details the com-
pany’s group insurance program
designed for physicians, attor-
neys and others employed in
group practice. For a free copy,
write 346 in the box on the reader
service coupon.

® Paul Revere Insurance Group
offers a flier describing the com-
pany's long-term disability in-
surance programs. For a free
copy, write 347 in the box on the
reader service coupon.

® “Prism 2+,” Paul Revere In-
surance Group's small group dis-
ability insurance product, is de-
scribed in a three-page brochure.
For a free copy, write 348 in the
box on the reader service coupon.

® Paul Revere Insurance Group
offers a brochure describing
“Ember,” group health insur-
ance coverage designed to aid in
cost containment. For a free
copy, write 349 in the box on the
reader service coupon.

® Ohio National Life Insurance
Co. offers a kit detailing the com-
pany’s group insurance prod-
ucts, including accidental death
and dismemberment and short-
term disability insurance. For a
free copy, write 350 in the box on
the reader service coupon.

® Provident Life & Accident In-
surance Co. offers a booklet de-
scribing the company’s services
designed to manage mental
health care costs through utiliza-
tion review and other services. For
a free copy, write 351 in the box on
the reader service coupon.

® A booklet available from
Provident Life & Accident Insur-
ance Co. details flexible benefit
programs and other products and
services offered by the company.
For a free copy, write 352 in the
box on the reader service coupon.

® MedCost Inc. offers a booklet
detailing ‘“‘MedReview,” the com-
pany’s hospital pre-admission
review program. For a free copy,
write 353 in the box on the reader
Continued on facing page
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le had been tackling loss control problems for 78 years.

and fairness in the way we do business.

Throughout the years we've been more than an ordinary insur-
ance company. Commitment to our insureds goes well beyond the
property coverages we provide.

After a century and a half, that part of our philosophy is not
about to change.

For a free 22" x 12" reproduction of the illustration, write on your
company stationery to Michael C. McIntyre, Allendale Insurance,
PO. Box 7500, Johnston, Rhode Island 02919.

Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.
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When the going gets tough,
will your reinsurer get going?

D 0es your reinsurer disappear over We work together with you to solve
the horizon, precisely when he’s your short and long term problems. el
needed the most? And, we have the capacity and
North American Re has been flexibility to handle entire books of 5 /
riding shotgun for its clients for the past business. L :
77 years. So the next time the slings and 4
During that time, we've earned our  arrows of outrageous misfortune We Take Your Risk
reputation for reliability, business descend upon you, make sure that Out Of Reinsurance.
expertise, and service to our clients. North American Re is at your side.

NORTH AMERICAN REINSURANCE CORPORATION 237 PARK AVENUE, NEW YORK, NY 10017 (212) 907-8000
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Striking it rich

Employers can find ‘gold’ in pension record keeping

By Grant H. Morris

OLD MINING HAS enjoyed a

revival of sorts in the past few

years, spurred on by new
technology. Benefit managers, who
may not wish to subject themselves to
the vagaries of climate and geology
which characterize gold mining, may
find that new computer technology
has created the opportunity to find
gold closer to home—among records
for defined benefit plans.

Yes, gold, or something very close to
it—namely, the fees paid to actuarial
consulting firms, year after year, for
doing routine work. Perhaps you
thought that the annual pension plan
valuation involved higher
mathematics, and the invocation of
mysterious formulas that only they
could understand and apply?

Well, that may be so, but before
anything actuarial happens to the
client’s data, it is brought together by
the client. This in itself may be an
expensive and time-consuming task,
depending on how good the employer’s
payroll and human resources records
are. Then it is sent to the actuary,
who sets his high-priced clerks to
work, doing “‘cleanup.”

It has been estimated that this
process can account for 40% of the bill
for an annual valuation where benefits
statements are prepared.

Prices for actuarial work vary
widely, depending upon the
complexity of the plan, what the client
has asked the actuary to do, etc. But,
costs averaging $20 per participant
per year for a settled plan with no
great demands are not uncommon in
| plans with 2,000 or more participants.
Indeed, this estimate may be on the
low side. Inevitably, smaller plans pay
higher per capita fees, in inverse
proportion to the number of
participants.

In our example, the costs total
$40,000 per year for a
2,000-participant plan, and 40% of
that is $16,000. Note that this money is
paid out every year for the
performance of work the typical
actuary will say he doesn’t like to do,
work the client likewise would prefer
to avoid. And, interestingly enough,
this is work which neither of them
need to be doing anymore.

The hardware and software are here
now to enable the benefits manager to
reduce his actuarial costs (BI, May 11).
And the cost of implementing this new
technology can be offset by the cost of
the “data cleanup’ alone.

Just as with gold mining, there has
always been room for considerable
savings in defined benefit
plans—when the right technology
came along. To see where these
savings are, let’s take a look at the
characteristics of these new
administrative systems and some of
the things they can do to lower
production costs for a defined benefit
plan.

From the viewpoint of the employee
benefit manager, who is often running

an operation that is both
undermanned and subject to demands
from many directions (government,
management, employees—both active
and former—and others), perhaps the
most important characteristic of any
new system is that it be easy to install
and use. Installation should proceed in
easy-to-manage steps, so that the
corporate benefits department is not
suddenly overwhelmed with more than
it can digest.

In practice, any

an outside actuary or an in-house data
processing system.

In cases where it is feasible to do so,
a somewhat more full-blown version
of the system should be capable of
reporting group insurance records by
sex and class of employee, as well as
producing current compensation data
by these and other categories.

The most obvious result of the first
stage will be visible at year-end. Since
all the payroll/personnel data has been
included in the

well-designed system
for the administration
of defined benefit
plans should be easy to install, since
most of the numbers used from the
onset come from the actuary’s most

‘recent year-end valuation file. In use,

it should be easy to maintain, since it
operates primarily in passive mode,
receiving its input from the payroll
and personnel systems, automatically
writing over the data each month. It
should require little attention from the
benefits department personnel.

At this point, the skeptics are apt to

| Speaking out |

benefits data base
regularly throughout
the year, the benefits
manager does not have to wait for the
data to come in, nor must he or she
check it over. The data is already
there, and the only thing required is to
copy it and send it to the actuary.

The user now has all the same data
as the actuary. By running a few
reports from this file, checking them
out and then sending them along, the
benefits manager can quickly put an
end to the inconvenience, high cost
and redundancy of the process the

At this point, the benefits department has established control
over the company’s defined benefit plan records. In the
process of doing so, it has probably begun to realize the
obvious truth that who controls the records also controls the
costs and schedules associated with them.

ask: “What is the point of just copying
over the data from payroll and
personnel without adding anything to
it?” Well, it isn’t that simple. There is
a certain amount of redundancy
between payroll/personnel/benefits,
but no effort is required on anyone’s
part to make the benefits copy, and it
can be useful in finding discrepancies
between the departments’ data banks.
In addition, a proper administration
system will have a provision for
creating new records and for
correcting certain items on existing
ones (although neither of these
features should see much use). And,
the system should have the ability to
allow benefits staff to input certain
data that only they have, such as
beneficiary designation codes.
However, the really important point
about this kind of system is that it
puts control of the records where it
should be, with the responsible user.
At the end of the first phase of
installation, a system for defined
benefit plan administration will give
the benefits manager an on-line and
comprehensive record for each active
participant, updated with the latest
personnel/payroll data at the end of
each month. The monthly updating
program will deliver reports on the
levels of vested and credited service,
changes in status, accumulated
pension earnings and headcounts
year-to-date, and comparative figures
against prior years. The benefits
manager will have the ability to look
up the latest status of any participant
at any time, without assistance from

actuary calls “cleanup.”

At this point, the benefits
department has established control
over the company’s defined benefit
plan records. In the process of doing
so0, it has probably begun to realize the
obvious truth that who controls the
records also controls the costs and
schedules associated with them. Even
more important, the base has been
established upon which some serious
gold mining can be done.

Once a data base has been set up for
active participants, there are four
more steps the benefits manager can
take to enhance the cost savings while
building toward a totally integrated
administrative system.

One of the immediate cost savings
generated by having control of the
records is that the benefits manager
can now perform retirement
calculations for participants as they
reach retirement age. In very simple
plans, with no history of changed and_
grandfathered benefits and where the
back salary history can be relied upon,
this step can follow very quickly the
installation of the data base for active
participants.

In the more typical situation, where
there have been changes and the
benefit formula is complex, it may
take some time to get the program
working to'do these calculations.

Whatever the investment, this step
will be worthwhile in nearly every
case. Here again, we have work which
most actuarial firms say they don’t
want to do. It is a distraction, causing
an expensive actuarial clerk to be

taken off work of higher value and
take the time to look up the client’s
benefit formula, look up the previous
year-end status of the participant, get
the pay history, do the calculation and
then check it. Charges for each such
calculations tend to be rather
high—$150 is not uncommon, and
prices as high as $1,000 are not
unheard of—and the length of time
that elapses before these calculations
are delivered seems to reflect the
annoyance felt by those who have to
do them.

As a corollary to the retirement
calculation, the benefits manager will
probably want to invoke the capacity
of the new system to make benefit
estimates for active participants at
any time during their career, based on
assumptions about future pay
increases and levels of Social Security
payments. This is not necessarily going
to save a great deal of money, since
such calculations are usually done
in-house if they are done at all.

However, the ability to deliver a
printed estimate to any participant as
soon as it is requested will have at
least two positive effects. First, it is
going to make life much easier for the
benefit clerks who, until the
microcomputer takes over, have to
drop whatever they’re doing and go
through a lot of steps to produce what
is required. Second, this new
capability will be the most visible
feature of the new pension
administration system and can be
exploited to boost employee morale.

Having established the data base of
active participants and used it first to
eliminate the annual gathering and
cleanup of data, then to save the cost
of external preparation of retirement
calculations, the benefits manager is
now in a position to save his or her
company even more money and time
by taking on the annual statement to
participants. These statements vary
widely in scope, from the bare
minimum required by the Employee
Retirement Income Security Act to the
elaborate three-color booklets that
take into account all of the employee’s
benefits down to electric lights and
floor space. They all have one thing in
common: the data must be accurate.

The participant’s pension earnings
must be recorded accurately, and his
or her basic data must be up-to-date.

Most benefits managers will choose
not to become involved in the tricky
task of printing fancy multicolor
booklets, wisely leaving that to
professionals. However, armed with
the new system, there is no one more
professionally qualified to deliver the
data which goes into the statement
than the benefits manager.

Here again, we see an illustration of
the fact that whoever controls the
records also controls the costs and the
schedule.

Continued on next page

Grant H. Morris heads Morris
Assoctates, a management consulting
firm in New York.
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ASK A BENEFIT MANAGER

Managed health care
rides crest to future

Lately I have seen many
references to managed health
care as a way to control health
care costs. What is managed
health care? Also, what do you
think the future is for
managed health care?

I have received many questions
on managed health care and
alternative delivery systems.
Since there is real interest in this
subject, I plan to write a series of
articles on it.

This month, I will review what
a managed health care system is
and its future. In subsequent columns, I will review
health maintenance organizations, preferred
provider organizations and indemnity plans and
how they fit into an overall managed care strategy.
In addition, I will review how you can develop and
provide a dual- and triple-option plan with existing
HMO and PPO networks and insurers.

What is managed care? Basically, managed health
care is a health care program that uses a variety of
features to control health care costs. The features
range from pre-admission certification and
concurrent review to capitation plans of physicians
so that they bear the financial risk for providing
medical services. The most frequently used
approaches in managed health care are health
maintenance organizations and preferred provider
organizations.

A recent study indicated that managed care or

Pension records

alternative delivery systems, which consist of
arrangements other than conventional insured
programs, will cover 80% of employees by 1990.
Other studies are somewhat less bullish and
estimate that 30% to 50% of Americans will belong
to HMOs by the mid-1990s.

Managed care is clearly the wave of the future.
The growth of HMOs and PPOs will continue to
accelerate as more people seek low-cost, quality
alternatives to fee-for-service programs. PPOs that
manage care effectively will become a major force in
the medical care market.

This change in the health care delivery system will
incorporate the advantages of all the present
arrangements and be more efficient and
cost-effective to employers. As employee benefit
professionals, we must be prepared to adopt, design
and manage these programs to obtain the
opportunities of lower overall health care costs for
our companies.

Health care experts believe that the HMO concept
is cost-effective; however, HMO laws and
regulations have made HMOs more costly to many
employers since they attract the younger, healthier
employees while the indemnity plan is left with
older employees, who, in many cases, have more and
larger claims. :

As you know, HMO regulaticns required
employers to calculate the cost of the indemnity
plan as the basis for determining how much was
to be paid to the HMO for employees enrolled for
HMO coverage. It is now clear that this method of
calculation resulted in many employers reimbursing
too much to the HMO for the risk they were
assuming.

Having a higher percentage of employees in HMOs
gives employers increased leverage with the HMO.
This leverage can also be used to negotiate
tailor-made benefit plans with some of the larger

insurance carriers, such as the relatively new
triple-option plans. Triple-option plans include
HMOs, PPOs and indemnity plans, essentially
allowing an employer to administer three plans
under one master plan or contract while reducing
both adverse selection and administrative costs and
maintaining control over all health care cost
expenditures.

In November’s column, I will review the health
maintenance organizations and preferred provider
organizations in more depth and review their
strengths and weaknesses.

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

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

This month’'s column, on employee
benefits issues is written by Joseph W.
Duwva, director of employee benefits at
Allied-Signal Inc. in Morristown, N.J.
Ralph F. Perry Jr., vp and director of
risk management at Amfac Inc. in San
I Francisco answers risk management

questions. And, William J. Miner, an
7 actuary with The Wyatt Co. in Chi-

cago, answers actuarial gquestions on
s benefits issues. Richard E. Sherman, a
Mr. Duva principal with Coopers & Lybrand in

San Francisco, answers actaurial

questions in the casualty field. Mr. Duva’s and Mr.

Perry’s columns appear alternately on the second Mon-

day of each month. Mr. Miner’s and Mr. Sherman’s col-

umns appear alternately on the first Monday of each

month. Mr. Duva’s next column will appear in No-

vember.

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.

Continued from previous page

A completely integrated and
comprehensive system for defined
benefit administration requires a data
base of retired participants, their
beneficiaries and vested terminees.
The basic data to be kept in these
categories is essentially the same as
for active lives, and can be copied over
automatically by the system during
the monthly update, when it detects a
transaction indicative of this change
in status. Additional data, which must
be entered by benefits department
staff, include name and address, and
codes indicating the choice of
settlement, amount and frequency of
payments, final payment date, etc.

When this phase of installation is
completed, the benefits manager will
be able to communicate with retired
and separated employees as required

by ERISA and by the company; he or
she will be able to process the annuity
payroll itself, or track the activities of
the trustee in paying annuitants; he or
she will be able to answer questions
directly from the CRT screen on any
itemn of data stored in the system.

The benefits manager will have a
complete integratec application,
covering every facet of defined
benefits administration, and this
makes it possible to contemplate the
actuarial mysteries alluded to earlier.

After the first four steps are running
smoothly, some of the more
courageous benefits managers may
want to try their hand at taking over
routine actuarial work, thus working
the last seam of gold in this mine.

This is not for everyone, and
shouldn’t be undertaken without the
assistance of a person trained in

actuarial science. However, those who
begin to probe the possibilities will
discover that one of the basic elements
required for the valuation of a defined
benefit plan is a set of headcounts and
covered pension earnings by status
(active, retired, vested terminees),
with the actives broken down between
fully vested and non-vested, this year
compared to last year.

These figures, of course, are already
in the system, and can be produced at
any time. Beyond this level, there are
many other values that can be derived
from the data in the system; there is
nothing particularly mysterious about
them, but they do require
mathematical processes that an
actuarial programmer can code.

Clearly, there are substantial
savings to be made when the benefits
function takes control over the

pension records. In addition, there is
an obvious increase in convenience
and ease of operations for all
concerned.

Lest anyone think that all of this is
being done at the expense of the
actuary, it should be noted that
several of the major actuarial firms
are now marketing systems like those
described to be used by their clients
in-house. The majority of actuaries
would prefer to do research, studies
and forecasts for retirement plans,
work which is far more challenging to
them (and more profitable too).

The gold has been lying there
waiting to be mined for a long time.
The hardware and the software are
now available to do the work in a
cost-effective manner. It shouldn’t be
too long before most benefits
managers start prospecting.

Agent not responsible for ‘educating’ insured: Court

The Supreme Court of Arkansas ruled that an
insurance agent was not under duty to inform a
policyholder under a fire insurance policy of the
difference between replacement coverage and
coverage based upon actual cash value.

In 1980, the Stokeses borrowed money and opened
The Western Shop. At the same time, they insured

These abstracts were prepared by Cases Unlimited
Inc. Copies of these decisions are available by
sending a $10 check payable to Cases Unlimited to
Business Insurance, 740 N. Rush St., Chicago, Il
60611-2590. List the number for each opinion.

I Legal briefs |

the contents for $20,000 for loss by fire through The
Harrell Agency. A policy was issued by Granite
State Insurance Co. In early April 1983, Mr. Stokes
increased the coverage to $50,000. On April 27,
1983, the shop was destroyed by fire. No agreement
was reached on the value of the contents. The
Stokeses sued Granite and Sybil Harrell, the agent.
They alleged that if recovery against Granite was
less than the replacement cost of $50,000, they were
entitled to judgment for the difference against Ms.

Harrell. The trial court ruled in favor of Ms. Harrell
and a jury awarded the Stokeses nearly $40,000
against Granite.

On appeal, the Stokeses maintained that Ms.
Harrell was negligent in failing to inform them of
the difference between replacement coverage and
coverage based on actual cash value. The court said
that she had no duty to advise them, noting that
there is some tendency among the courts to place a
responsibility on the policyholder to “educate
himself concerning matters of insurance coverage.”
Stokes vs. Harrell, Supreme Court of Arkansas, June
2, 1986 (BI/03/M/-$10)
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® A primer for employers discus-
sirg HMOs and other alternative
health care cost-containment
alternatives is available from
FOCUS Healthcare Management
Associates. For a free copy, write
409 in the box on the reader service
coupon.

Employee benefit

information systems

® ‘ Honeywell Health Fund: Re-
turn Investment,” is a report of-
fered by HealthDecisions Inc. de-
tails the potential for cost
containment when health care
data are not available. For a free
copy, write 451 in the box on the
reader service coupon.

® Health Related Services Inc.
offers a pamphlet detailing CAP,
the company's automated program

Strength and security in a changing world.

-

Strength in our capital and surplus.
Strength in our service to both treaty and
facultative clients. And securitly in
knowing that Skandia, serving clients
since 1900, is the oldest operating
reinsurance company in the U.S.

A

tars:é&ﬂ?ark‘mue,m York LR

Headguar
Atianta, Chicago, New York, San Francisco

SKANDIA AMERICA GROUP

designed to manage health care
costs and evaluate utilization
patterns. For a free copy, write
452 on the reader service coupon.

® A brochure available from
Health Related Services Inc. de-
tails the company's flexible
spending account software. For
a free copy, write 453 in the box on
the reader service coupon.

® A pamphlet available from
Synergy Health Systems Inc. pro-
vides a checklist for evaluation of
health claims processing sys-
tems. For a free copy, write 454 in
the box on the reader service cou-
pon.

® Dyer Wells & Associates Inc.
offers a brochure describing FAS-
TRAK, the company’s family of
health claims administration
software. For a free copy, write
455 in the box on the reader service
coupon.

® A brochure available from
Dyer Wells & Associates Inc. de-
scribes the company’s on-line
health care claims administra-
tion system. For a free copy, write
456 in the box on the reader service
coupon.

® Dyer Wells & Associates Inc.
offers a reprint of an article dis-
cussing the entry of insurance
companies into administration of
employers’ flexible benefit pro-
grams. For a free copy, write 457
in the box on the reader service
coupon.

® Dyer Wells & Associates Inc.’s
mainframe system for health
claims administration is de-
tailed in a four-page brochure. For
a free copy, write 458 in the box on
the reader service coupon.

® A brochure available from
Dyer Wells & Associates Inc. de-
scribes “FASTRAK VS,” the com-
pany’s health claims adminis-
tration and processing system
for use on minicomputers. For a
free copy, write 459 in the box on
the reader service coupon.

® “Flexible Benefit Administra-
tion Plans—the Choice of Today's
Businesses” is a reprint of an arti-
cle describing FLEXTRAK, flexi-
ble benefits administration
software available from Dyer,
Wells & Associates Inc. For a free
copy, write 460 in the box on the
reader service coupon.

® Dyer Wells & Associates Inc.
offers a reprint of an article ex-
ploring the benefits of self-admin-
istering health care claims. For
a free copy, write 461 in the box on
the reader service coupon.

® A kit that can be used to com-
pare a company’s current health
claims processing system to sys-
tems available from Dyer, Wells
& Associates Inc. is available. For
a free copy, write 462 in the box on
the reader service coupon.

® Dyer Wells & Associates Inc.
offers a brochure describing the
company’s Professional Services
Group, which develops custo-
mized claims administration
software for employers. For a free
copy, write 463 in the box on the
reader service coupon.

® A brochure available from '
Dyer Wells & Associates Inc. de-
tails MEDICODES II, the com-
pany’s automated medical cod-
ing system that can be used by
employers. For a free copy, write
464 in the box on the reader service
coupon.

® Dyer, Wells & Associates Inc.
publishes “The Business Edition,”

-a newsletter on subjects relating to

employee benefits, cost contain-
ment and self-administration of
Continued on page 48




The first “underwriters” formed risk retention groups in Lloyd's coffee-house during the 1600s to

cover merchant ships and their cargo. The idea caught on. But they didn't require the expertise that you need
today — the multi-faceted capability you get from Crawford & Company's risk management professionals.

isk Retention

Forming a risk retention or purchasing group requires more
than feasibility studies, actuaries and the collection of finan-
cial assets. Groups achieving long-term effectiveness will rely
on skilled experts to determine and transmit their claims
experience. '

Crawford & Company has distributed nearly 5,000 men and
women in 700 offices throughout the United States, Canada
and Puerto Rico to deliver expert cost-effective risk manage-
ment services to its clients. Their skills can help you address
the vital functions which will determine the long-term effec-
tiveness of your group:

[] Powerful computer-based information support
for actuaries and consultants, using members’ historical data
from varied claim service providers (] Objective inspection
and evaluation of potential members’ true risk exposures for
underwriting evaluation and rating [] Management by one
national account executive to ensure a cohesive service effort

roups Are Not New

[J Local service, unified by centralized claims management
from one Administrative Service Center, to meet overall

group service needs [] Computer-accessed claim data flow
to support risk control and effective program management.

“‘Early groups of insurers relied upon “office-keepers,” who

not only sought out proper underwriters, but prepared poli-
cies, obtained underwriter signatures and collected amounts

* due after a loss — relatively simple procedures. Today’s risk

retention or purchasing group requires specialization in each

- step of the process, managed overall by an organization com-

mitted to a traditional service philosophy.

Although modified with time, valued traditions sustain

themselves. Crawford & Company — your one source that
blends the best of traditional service with today’s technology.

You need more than an office-keeper.

Lyt S

S

: RISK;&CONTROE.{T CLAIM SERV}G@S ! HEAILTH ANf) REHABI;L]TATIEI\:‘- 1 INFORMATION SYSTEMS [0 EDUCATION [1 RISK SC!ENCES GROUP -
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: For information, write or call:

Barry R. LaFleur, Viee President - Market Production
Crawford & Company

PO, Box 5047 '

Atlanta. GA 30302
04) 256-0830
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Use this coupon to obtain info data

To obtain copies of literature and information about products and services

listed in this speczial info section, simply indicate the key numbers

for the items ycu want and mail to: 41807 Glenview Road, Glenview, lll. 60025
Requests will be procassed promptly. =il out the coupon completely. Do not omit any information.

Please send the following information from the Sep-emrber 14, 1987 issue
(insert key number of each item desired):

Name:
Title:
Company:

Street:
City: State: Zip:
Nature of company's business:

[} Please send Business Insurance subscription nformation
NOTE: THIS COUPON WILL NOT BE SERVICEC AFTER

NOVEMBER 16, 1987

Continued from page 46

claims. For a free copy, write 415
in the box on the reader service
coupon.

® Advanced Personnel Systems
offers a bibliography of items
dealing with the use of personal
computers in benefits adminis-
tration, For a free copy, write 466
in the box on the reader service
coupon.

® Health Claims System offers a
pamphlet detailing features of the
company’s software for self-ad-
ministration of medical, dental,
vision and disability claims. For
a free copy, write 467in the box on
the reader service coupon.

® “Questions to Ask Vendors
When Evaluating a Flexible Ben-
efit Recordkeeping System” is
the title of a flier available from
FLX Corp. For a free copy, write
468 in the box on the reader service
coupon.

he
Independent

Network.

NATIONAL
PANEL OF SELECT

Now serving over 350 cities nationwide.

With one phone call, you can have access to
a nationwide network of independent adjust-
ers. In 350 locations coast to coast.

We're the National Panel of Select
Adjusting Companies. NAPSAC. A nation-
wide coalition of independent adjusters. Our
76-member network provides investigation,
file supervision and centralized billing
through 350 offices nationwide. And since
each member is established within a given
area, the:r adjustments reflect an under-

525 W. MONRCQE ST.
. CHICAGO IL 66606

ADJUSTING COMPANIES | PHONE 312-207-1239

sznding of such local conditions as settle-
ment values and enforcement procedures.
Tkey provide the smooth efficiency that you'd
exoect from a well-run organization.

In short, the NAPSAC network offers
the quality of local adjustment on a national
scale. At over 350 locations.

For fast, effective adjustment coast to
coast, tune in to the independent network.
Tune in to NAPSAC.

® WLT Software of Florida Inc.
offers a report detailing Medi-
claims, the company’'s health
claims administration and bill-
ing system. For a free copy, write
469 in the box on the reader service
coupon.

® “Flex-claims,” an automated
system, is designed to administer
flexible benefit plans. The sys-
tem is described in a report avail-
able from WLT Software of Florida
Inc. For a free copy, write 470 in
the box on the reader service cou-
pon.

® Group Policy Management
Systems offers a brochure detail-
ing its information and claims
processing systems for employee
benefits and group insurance pro-
grams. For a free copy, write 471 in
the box on the reader service cou-
pon.

® A brochure describing soft-
ware designed to provide record-
keeping for defined contribu-
tion plans is available from The
Hay Group. For a free copy, write
472 in the box on the reader service
coupon.

I Fidelity & surety I

® Seaboard Surety Co. offers a
list of its fidelity and surety
products currently available. For
a free copy, write 501 in the box on
the reader service coupon.

@ A flier available from Bernard
Fleischer Associates Inc. describes
the company’'s janitorial service
bond program. For a free copy,
write 502 in the box on the reader
service coupon.

' Financial services |

® A copy of “Emphasis,” a quar-
terly publication of the Tillinghast
Division of Towers, Perrin, Forster
& Crosby covering financial
issues pertaining to insurance
and risk management is avail-
able. For a free copy, write 601 in
the box on the reader service cou-
pon.

® Marshall-& Stevens Inc. offers
a booklet describing its profes-
sional valuation services de-
signed to determine insurable
values for self-insured programs.
For a free copy, write 602 in the
box on the reader service coupon.

® A booklet describing ap-
praisal and valuation services
of interest to benefit and risk man-
agers is available from Marshall &
Stevens Inc. For a free copy, write
603 in the box on the reader service
coupon.

® ““Annuity Settlements,” a
pamphlet available from Ringler
Associates Inc. discusses the com-
pany’s annuity and structured
settlement services. For a free
copy, write 604 in the box on the
reader service coupon.

® A booklet available from
Ringler Associates Inc. describes
the company, its philosophy and
the annuity and structured set-
tlement services it offers. For a
free copy, write 605 in the box on
the reader service coupon.

® Crawford & Co. offers a bro-
chure detailing the company’s
structured settlement services,
including sample claim proposals.
For a free copy, write 606 in the
box on the reader service coupon.

® Kenneth H. Wells & Associ-
ates Inc. offers a sample copy of
“The Settlement Forum,” a bi-
Continued on facing page



Business Insurance, September 14, 1987 / 49

monthly newsletter containing in-
formation on structured settle-
ments. The sample issue contains
a glossary of terms pertaining to
structured settlements and annui-
ties, and information on products
and services offered by the com-
pany. For a free copy, write 607 in
the box on the reader service cou-
pon.

® A flier available from Kenneth
H. Wells & Associates Inc. explains
the role of third-party assign-
ments in structured settle-
ments. For a free copy, write 608
in the box on the reader service
coupon.

® Huver & Associates offers a
folder containing information on
its structured settlement ser-
vices. For a free copy, write 609 in
the box on the reader service cou-
pon.

® A pamphlet describing the
structured settlement design
services offered by Settlement De-
signs is available. For a free copy,
write 610 in the box on the reader
service coupon.

® Crawford & Co. offers a bro-
chure detailing its structured set-
tlement services involving a large
claim proposal. For a free copy,
write 611 in the box on the reader
service couporn.

® The structured settlement
services involving small claims
available from Crawford & Co. are
described in a brochure. For a free
copy, write 612 in the box on the
reader service coupon.

Crawford ;

; |
Structured =
Settlements

l:&:"

I International l

® A brochure available from The
International Division of Zurich-
American Insurance Group pro-
vides details of the company’s
property/casualty insurance
programs for multi-national bu-
sinesses. For a free copy, write
701 in the box on the reader service
coupon.

® “EC Directive-Product Liabil-
ity," is the title of a brochure
available from Zurich-American
Insurance Group that outlines
important aspects of the 1985 Eu-
ropean Council Directive con-
cerning liability for defective
products. For a free copy, write
702 in the box on the reader service
coupon.

® A pamphlet available from
Zurich-American Insurance Group
describes the company and its in-
ternational insurance pro-
grams. For a free copy, write 703
in the box on the reader service
coupon.

® Corroon & Black Corp. offers
a brochure detailing its multi-
national insurance products
and services of interest to risk
managers. For a free copy, write
704 in the box on the reader service
coupon.

® A booklet lists locations of the

Canadian adjusting and ap-
praisal offices of Crawford & Co.
Insurance Adjusters Ltd. For a free
copy, write 705 in the box on the
reader service coupon.

l Loss control/people |

® Impact Hearing Conservation
Inc. offers a brochure detailing the
company’s industrial hearing
conservation programs available
to employers. For a free copy, write
801 in the box on the reader service
coupon.

® National Loss Control Service
Corp. offers a four-page booklet
describing the company’s indus-
trial hygiene products and ser-
vices. For a free copy, write 802 in
the box on the reader service cou-
pon.

® A reference card outlining
Continued on next page

SERVING THE SECURITY GUARD INDUSTRY FOR OVER A QUARTER CENTURY:

Brownyard is the shield behind
the shield!

Every day the Security Guard industry provides protection
for its clients by offering a “shield” against a host of risks and
perils. We do the same for them!

Brownyard pioneered “protection for the protectors; and
now we offer comprehensive liability protection through
stable, top-rated (A+ Class 15) licensed carriers that are
admitted in all states. That's an exclusive.

Another exclusive is Excess Liability coverage with $5 mil-
lion limits and no restrictions!

We also offer Third Party Fidelity Bonding. Please call
us today.

BROWNYARD

20 Fourth Avenue, Bay Shore, NY 11706
BRO1_HERS (800) 645-5820 (Except in New York) (516) 666-5050

[F YOU NEED TO WRITE COVERAGE IN

JAKARTA,YOU NEED G

J akarta. Gateway to Indonesia.
The more than 250 languages
spoken here can make it quite
difficult to do business, but each

Yo

ONLYAS FAR AS AGEN.

Or that we can provide quick your multinational insurance

quotations. requirements, you need go only
It comes from knowing as far as your telephone. Call
the people and speaking the Tom McLenithan toll free at 1-

day many Americans must. language. From centralized 800-245-4506. Or in New York,

That is why ZGEN is repre- underwriting. Responsive 212-432-6700.

sented in Jakarta. decision-making. And from the ZGEN spans the
Nearly anywhere in the multinational experience and globe, so you need go

world you need to conduct busi- financial strength of Atna Life only as far as AGEN.

ness, Z2GEN is able to help.
And it is no accident that our
prices are highly competitive.

& Casualty, Generali Group,
and Taisho Marine & Fire.
For a no-obligation review of

ZGEN INTERNATIONALINC,
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G. L. HobpsoN & SoON, INC.

REINSURANCE INTERMEDIARIES

Founded in 1924

New Hyde Park, NY Atlanta, GA Los Angeles, CA
516-365-9000 404-256-9666 213-487-2910
New York, NY St. Paul, MN San Francisco, CA
212-619-7808 612-224-.2447 415-362-1987

® JECO Excess Agancy Inc.
offers a brochure detailing the
company’s €XCess insurance pro-
grams and services available fo
self-funded entities. For a free
copy of the brochure, write 1304 in
the box on the reader service cou-
pon.

® Johns Eastern Co. Inc. offers a
pamphlet detailing the company’s
risk and claims management
programs. For a free copy, write
1305 in the box on the reader ser-
vice coupon.

® A 24-page ccndersatior of
state-by-state requirements to be-
come self-insured for workers
compensation is available tc 2am-
ployers from Self-Insurecs Services
Inc. For a free copy, please write
1306 in the box on the reader ser-
vice coupon.

® Caronia Corp. oZfers a ques-
tionnaire to designed to assist
self-insured organizations in de-

e

termining the effectiveness of
their claims management pro-
grams. For a free copy, write 1307
in the box on the reader service
coupon.

® National Loss Control Service

ELEMENTARY

A well designed, properly functioning security system takes work.
Meeting the needs of the insurance community takes more.

® Holmes systems generally exceed UL specifications.

® Holmes quickly provides certificate information and details

concerning alarm responses.

® Holmes completes thorough investigations even when nothing has

been stolen or damaged.

® Holmes now has an insurance industry liaison executive in each

branch with the responsibility to service your needs.

Let Holmes work as hard for your clients

as you do.
Call 1-800-4 HOLMES

™

PROTECTION

Securing People and Property since 1858

Corp. offers a booklet describing
the company's self-insured
claims data base management
system. For a free copy, write 1308
in the box on the reader service
coupon.

® The Self-Insurance Institute
of America Inc. publishes a bi-
monthly magazine that provides
information on self-insurance
trends and issues. For a free copy
of the publication, please write
1309 in the box on the reader ser-
vice coupon.

® A 108-page book available
from GAB Business Services out-
lines workers compensation
self-insurance requirements by
state. For a free copy, write 1310
in the box on the reader service
coupon.

® A flier outlining the profes-
sional qualifications of Crawford
& Co.'s adjusters and appraisers
and the services they provide
are available from the company.
For a free copy, please write 1311
in the box on the reader service
coupon.

® An eight-page brochure pro-
vides information on property in-
surance services for self-in-
sureds available from Crawford &
Co. is available, For a free copy,
write 1312 in the box on the reader
service coupon.

® Crawford & Co. offers a di-
rectory of its claims offices in
the United States, Canada and
Puerto Rico. For a free copy, write
1313 in the box on the reader ser-
vice coupon.

® “Who's Who in Self-Insurance
Services 1986/87 Users Directory”
is available from the Insurance In-
stitute of America Inc. The publi-
cation lists information on com-
panies that provide services for
self-insured businesses. For a free
copy of the directory, please write
1314 in the box on the reader ser-
vice coupon.

® Crawford & Co. offers a book-
let detailing the company’s claims
and risk management services.
For a free copy of the booklet,
write 1315 in the box on the reader
service coupon.

® Claims administrator Craw-
ford & Co. has published a di-
rectory listing locations of its
health and rehabilitation of-
fices. For a free copy, please write
1316 in the box on the reader ser-
vice coupon.

® A brochure available from
Policy Management Systems Corp.
outlines the company’s computer-
based claims adjudication and
processing system. For a free
copy of the brochure, write 1317 in
the box on the reader service cou-
pon.

® A claims administration
system software product de-
signed to be used with microcom-
puters is described in a booklet
‘available from Policy Management
Systems Corp. For a free copy of
the booklet, please write 1318 in
the box on the reader service cou-
pon.

® An automated benefit
claims payment system that can
be used by self-insured companies
is outlined in a booklet available
from Benetics. For a free copy,
write 1319 in the box on the reader
service coupon.

® ASA/CAS II, an automated
health claims administration
system available from Advanced
System Applications Inc., is de-
tailed in a brochure. For a free
copy of the brochure, write 1320 in
the box on the reader service cou-
pon.
Continued on facing page
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I Workers compensation I

@ “A Buyer’s Guide to Workers
Compensation Claim Manage-
ment,” a brochure available from
ConServCo, discusses utilization
review and cost containment
strategies relating to workers com-
pensation claims. For a free copy
of the brochure, please write 1401
in the box on the reader service
coupon.

® ‘“‘Guidelines for the Manage-
ment of Occupational Disease,” a
pamphlet discussing the manage-
ment of occupational disease
c¢laims, is available from Carnow,
Conibear & Associates Ltd. For a
free copy, write 1402 in the box on
the reader service coupon.

® HCS Inc. offers a booklet de-
scribing its Innovative Medical
Monitoring System, a compu-

related orthopedic injuries and
compares the ongoing treatment of
these injuries to standards of care.
For a free copy of the booklet,
write 1403 in the box on the reader
service coupon.

® “Industrial Low-Back Pain,”
published by HCS Inc., is an inves-
tigation of a computer-based diag-
nostic and treatment procedures
used among two groups of indus-
trial workers that shows that ac-
tive monitoring of cases can lead to
reduced cost and severity of in-
juries. For a free copy, write 1404
in the box on the reader service
coupon.

® CompCost, a workers com-
pensation cost management
program incorporating negotiated
provider fees, utilization review
and other services, is described in a
brochure available from Interplan
Corp. For a free copy, write 1405 in
the box on the reader service cou-

terized system that monitors work-

pon.

® DAVID Corp. offers a kit ex-
plaining CompPlus, the company’s
computerized workers compen-
sation claims management sys-
tem. For a free copy, write 1406 in
the box on the reader service cou-
pon.

® A videotape available from

FOCUS Healthcare Management

Associates-is designed to illus-
trate factors responsible for ris-
ing workers compensation costs
and is available to those willing
to return the tape after viewing.
To borrow the tape, write 1407 in
the box on the reader service cou-
pon.

® FOCUS Healthcare Manage-
ment Associates offers a booklet,
“Select Series,” which is an over-
view of a new cost containment
program that applies managed
care techniques like utilization re-
view to workers compensation
medical costs. For a free copy,

service coupon.

® Cost Care offers a series of
brochures that discusses issues
pertaining to workers compen-
sation and describes the case man-
agement services offered by the
company. For a free copy, write
1409 in the box on the reader ser-
vice coupon.

® Casualty Insurance Co. offers
an information packet detailing
the company’s managed care pro-
grams, which are designed to re-
duce workers compensation costs
for employers. For a free copy,
write 1410 in the box on the reader
service coupon.

® Intracorp offers a sample copy
of “FORUM: The Disability Man-
agement Quarterly,” a magazine
addressing issues pertaining to
workers compensation case
management, cost containment
and related topics. For a free

reader service coupon.

® Crawford & Co. is offering a
booklet entitled ““The Crawford
Return to Work System,’” which
describes the company’s program
emphasizing employees’ timely
return to work following an in-
jury. For a free copy, write 1412 in
the box on the reader service cou-
pon. :

® Crawford & Co. offers a pam-
phlet that details the company's
corporate standards of service
when administering clients’ work-
ers compensation claims. For a free
copy, write 1413 in the box on the
reader service coupon.

® “Update,” a quarterly news-
letter published by Frank Gates
Service Co., provides information
on topics related to workers
compensation, self-insurance and
health programs. For a free copy,
write 1414 in the box on the reader

write 1408 in the box on the reader

copy, write 1411 in the box on the

service coupon.

GroupFacts—The Group Life and Health Administration System
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When our customer saw the figures,
they figured there was a big mistake.

When a GroupFacts customer
got a report that showed a new
product was losing money, their
first reaction was to question the
figures. Closer scrutiny soon re-
vealed that GroupFacts was right.
The big difference between ex-
perience costs and premium in-
come was unexpected. But thanks
to GroupFacts, the news came in
time to remedy the situation.

It takes complex analyses to
monitor the profitability of a new
product. But they can mean the
difference between success and
failure in the business of group

life and health insurance. And
time is of the essence. Only an
online system as comprehensive
as GroupFacts, from Erisco, can
weigh timely, accurate and mean-
ingful information from many
areas. And then provide vital
reports, just days after the month’s
figures come in. So you can exam-
ine your block of business and
take action to retain your com-
petitive position.

Only GroupFacts addresses
all the basic functions. It calculates
premiums and commissions.
Handles billing and remittances.

Takes care of reinsurance and pro-
vides carrier reporting. And it fully
supports Administration, Mar-
keting, Actuarial, Underwriting
and Accounting.

GroupFacts was designed to
grow along with your business.
Easily. So that even its extensive
system tables can be modified
online, without reprogramming.
And this new, advanced system is
backed by Erisco’s years of main-
frame experience in group
administration.

If you are an insurance
carrier or TPA, we'd like to show

you how GroupFacts can help you
to anticipate and respond to op-
portunities in your fast-changing,
complex and highly competitive
business. Just like we do regularly
for this once skeptical customer.

GROUPFACTS

Erisco—The benefits of information

That’s right. All the advantages of
Erisco’s proven mainframe soft-
ware, on a mid-range computer.
But there's more.

Your own IBM 9370.

From Erisco.

Now you can obtain both the soft-
ware and the hardware from us, in
a one-stop solution. You get all the
flexibility and versatility of Group-
Facts, along with the modularity
and performance of an IBM 9370.
And from both companies comes a
well-recognized, long-term com-
mitment to customer service.

A total solution

in a compact package.

The IBM 9370 fits easily in almost

any office, with no special wiring or

air conditioning. The modular design

lets it grow along with your needs.
GroupFacts and the IBM 9370—

a dedicated solution for admini-

stering and monitoring group life

and health insurance programs.

For more information.

To learn more about GroupFacts
or other Erisco benefits software,
call or write the Sales Department
at Erisco, 1700 Broadway, N.Y.,
NY 10019, (212) 765-8500.

1BM 9370 is a trademark of International Business Machines Corp.
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PBGC proposes plan termination process

By DEBORAH SHALOWITZ

WASHINGTON—Proposed regu-
lations establishing deadline dates
for pension plan terminations have
been issued by the Pension Benefit
Guaranty Corp.

The Single-Employer Pension
Plan Amendments Act of 1986
changed many of the rules for pen-
sion plan terminations, but the law
did not specify how employers
should comply with those changes.

These proposed regulations is-
sued by the PBGC provide inter-
pretations of SEPPA and detailed
instructions on how to comply with
the law.

SEPPA requires that pension
plan administrators send plan par-
ticipants a notice of their intent to
terminate a plan at least 60 days
before the proposed termination

I Washington |

date.

Under the proposed regulations,
plan administrators also must file
a termination notice with the
PBGC within 60 days after the
proposed termination date,
whereas SEPPA did not specify a
time limit for this action.

Also under the proposed regula-
tions, employers must distribute
pension plan assets to beneficiaries
within 30 days after the PBGC's
review period of the termination
ends. The PBGC review period for
a termination notice is 60 days.

In addition, the PBGC advises
employers to apply to the Internal
Revenue Service for a determina-
tion letter upon termination at

about the same time that notices of
intent to terminate are sent to plan
participants. This will allow the
IRS enough time to process the ap-
plication before an employer must
distribute the assets to benefi-
ciaries.

An IRS determination letter
upon termination verifies that the
pension plan is non-discriminatory
and assets can be distributed as set
out by the employer.

The proposed regulations also
specify exactly what information
must be included ccncerning bene-
fit commitments to different
classes of plan participants. Re-
tirees who have been receiving
benefits for more than a year do

not have to receive a letter on ben-
efit commitments, the proposal
states.

The PBGC proposes in the regu-
lations that if a union says a plan
termination would violate a collec-
tive bargaining agreement, the
union must initiate its challenge in
the courts or before the National
Labor Relations Board before the
agency will suspend the termina-
tion process.

The PBGC also asked for com-
ments on how such a challenge can
be prevented from bogging down
the whole termination process.

A provision of SEPPA allows a
financially troubled company to
terminate a pension plan—without
fully funding promised benefits—
when it has filed for reorganization
under Chapter 11 of the Federal
Bankruptcy Act and the bank-

PACIFIC MUTUAL BELIEVES
THERE'S NO SUCH THING

D

Small Lives Need Big Protection.

The big advantages of PPOs, like
low cost and flexibility, have managed
to elude the small life market—until
now, Pacific Mutual has always believed
there's no such thing as a small life. And
every company, no matter how small,
needs—and deserves—affordable pro-
tective coverage. That's why Pacific
Mutual offers not one, but four, PPO
swing plans for businesses with 2 to
34 employees.

At Last, Big PPO
Advantages Tailor-made
for Small Businesses. ..

This means that you can ncw offer
your small business clients all the
benefits of PPO protection. Pacific
Mutual’s PPO swing plans let you
deliver the highest quality heal:h care
protection available at surprisingly
low prices.

ASA SMALL LIFE.

i

All PPO swing plans offer the
benefits your clients are seeking, like
lower montaly premiums, reduced phy-
sician and hospital fees, and, of course,
flexibility to choose a plan-approved
health care provider or a doctor of the
employee’s choice,

Pacific Mutual’s PPO Pays
a Higher Percent When a
Plan-Approved Doctor Is Used.
All PPO swing plans deliver
superior medical protection at the
lowest possible cost. After satisfying a
small deductible, PPO I pays 80 percent
while PPO II pays 90 percent of all
charges for basic medical services from
an approved provider. The Star Care
Plus plans will pay 90 percent or 100
percent of these charges and waive the
deductible as well. If medical services
are provided by an unapproved provider,
employees still receive benefits but at

a lower co-insurance percentage. Both
plans also include hospital and out-
patient surgery “pre-certification’ pro-
visions, prescription drug card coverage,
and a minimum of $10,000 group life
and AD&D insurance per employee.

If you'd like to learn more about
Pacific Mutual’s low cost PPO swing
options for the small life market, contact
a Pacific Mutual MET representative
today at 1-800-854-8028. In southern
California call 1-800-854-7434. In
northern California call 1-800-872-9200.

And remember, at Pacific Mutual
there's no such thing as a small life.

Discover the Power of the Pacific.

o

PACIFIC MUTUAL

Member Pacific Financial Companies

ruptcy judge approves the termina-
tion.

The proposed regulations were
published in the Federal Register
on Sept. 2.

Comments on the proposed regu-
lations must be received by the
PBGC by Nov. 2. They should be
addressed to the Office of the Gen-
eral Counsel, Code 22500, 2020 K
St. N.W., Washington, D.C. 20006.

ERISA letters

A new series of opinion letters
issued under the Employee Retire-
ment Income Security Act between
July 9, 1986, and June 8, 1987, is
available from the U.S. Depart-
ment of Labor's Pension and Wel-
fare Benefits Administration.

Opinion letters are issued in re-
sponse to inquiries by individuals
and organizations concerning ef-
fects of actions and transactions
under ERISA.

An opinion letter on a particular
part of the law becomes an unoffi-
cial standard and often is used as a
precedent in future discussions,
according to a PWBA spokesman.

A compilation of the newly re-
leased opinion letters—titled
ERISA Opinion Letter No.
23—may be purchased for $3.70
prepaid from the Pension and Wel-
fare Benefits Administration, U.S.
Department of Labor, Room N-
5507, 200 Constitution Ave. N.W.,
Washington, D.C. 20210.

COBRA rules

The U.S. Chamber of Commerce
joins the business community in
lambasting the Internal Revenue
Service’s proposed COBRA health
rules.

In a 16-page letter to the IRS, the
Chamber “expressed alarm” at the
agency’s regulations to implement
the health care continuation provi-
sions of the Consolidated Omnibus
Budget Reconciliation Act of 1985.

“The draconian penalties of the
proposed regulations go far beyond
the mandate of COBRA and are in-
consistent with the remedial intent
of COBRA,"” the Chamber said.

The Chamber noted that it has
been ‘‘deluged with comments
from employers regarding the ad-
verse impact the proposed regula-
tions will have on their business
and their employment relation-
ships."

In its letter, the Chamber recom-
mended a number of changes in the
proposed regulations, including al-
lowing employers that quickly cor-
rect inadvertent violations to re-
tain their annual tax deduction for
health care expenses.

Under the proposed regulations,
if an employer violates COBRA in-
volving just one employee for just
one day, an employer could lose a
full year of tax deductions for
health care expenses.

Benzene exposure

Permissible exposure limits to
benzene are 90% lower under a
new standard issued by the Occu-
pational Safety and Health Ad-
ministration.

Workers now may be exposed to
only one part benzene per 1 mil-
lion parts of air averaged over an
eight-hour workday. The previous
benzene exposure level was 10
parts per million.

A five parts per million short-
term exposure limit averaged over
a 15-minute period also is permis-
sible under the new rule.

The standard will be effective
mid-December.

Workers exposed to benzene face
a significant risk of developing
leukemia and other diseases of the
blood and blood-forming organs,
according to OSHA.

Continued on next page
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The agency estimates that
240,000 workers are exposed fo
benzene in the industrial sectors
over which the agency has jurisdic-
tion. Meeting the standard will
cost employers approximately $24
million annually, representing less
than 0.2% of the annual revenues
of the various industry sectors, ac-
cording to OSHA.

Benzene is a clear, colorless
highly flammable liquid used wi-
dely—often as a solvent—in the
chemical, printing, lithograph,
rubber cement, rubber fabricating,
paint, varnish, stain remover, ad-
hesive and petroleum industries.

In addition to reducing the per-
missible benzene exposure level,
provisions of the new standard
cover methods of compliance, per-
sonal protective equipment, em-
ployee monitoring, medical sur-
veillance, medical removal
protection, communication of haz-
ard information to employees, re-
gulated areas and record keeping.

Copies of the new standard can
be obtained by sending a self-ad-
dressed mailing label to a regional
OSHA office or to the OSHA Pub-
lications Office, Room N3101, 200
Constitution Ave. N.W., Washing-
ton, D.C. 20210.

The previous benzene exposure
standard was set under the same
law that created OSHA in 1970.
OSHA issued a benzene standard
of its own in 1978, but the standard
has faced court challenges.

Blue Cross growth

Enrollment in Blue Cross & Blue
Shield Plan health maintenance
organizations grew by 44% in 1986
to 3.6 million members at year-
end, up from 2.5 million in 1985.

According to Bernard R. Tres-
nowski, president of the Washing-
ton-based Blue Cross & Blue
Shield Assn., this increase sets a
record for the most members added
in any 12-month period.

At year-end 1984, total enroll-
ment was nearly 2.1 million mem-
bers.

Fifteen new Blues-sponsored
HMOs began in 1986, bringing to
90 the total number of HMOs
sponsored by BC/BS. There were
62 Blues-sponsored HMOs in 1984.

Blue Cross and Blue Shield Plan
HMOs operate in 41 states, the
District of Columbia and Puerto
Rico.

OSHA lead rule

The Occupational Safety and
Health Administration is giving
employers in nine industrial sec-
tors an opportunity to comment on
a proposed rule limiting worker
exposure to lead.

Comments on that rule, which
would limit exposure to 50 micro-
grams of lead per cubic meter of
air over an eight-hour period, are
due Sept. 15, but a hearing on the
proposed rule has been postponed
from Sept. 15 to Sept. 29.

The industrial sectors covered
under the rule: lead chromate pig-
ments production; lead chemicals
production; non-ferrous foundries;
brass and bronze ingot production;
secondary copper smelting; battery
breaking when not part of second-
ary lead smelting; leaded steel pro-
duction; shipbuilding and ship re-
pair; and stevedoring,.

The hearing will begin at 9:30
a.m. in the Labor Department’s au-
ditorium.

Group life purchases

Group purchases of life insur-
ance last year reached $374.7
billien, up 17.3% from 1985's level
of $319.5 billion, according to the
Washington-based American
Council of Life Insurance.

Total purchases of life insurance
in 1986 were $1.3 trillion, up 8.3%
from 1985's total of $1.2 trillion,
says the ACLL

Life insurance companies re-

ceived a total of $194 billion in
premiums in 1986, which was
24.5% above 1985's premium level
of $155.8 billion.

Of the total premium amount,
life insurance premiums accounted
for $66.2 billion in 1986, up 10.2%
from $60.1 billion in 1985; annuity
considerations accounted for $83.7
billion in 1986, up 55.3% from
$53.9 billion in 1985; and health
insurance premiums accounted for
$44.1 billion in 1986, up 5.5% from
$41.8 billion in 1985.

The group also reported that in
1986 there was a total of $6.72 tril-
lion of life insurance in force in the
United States. That amount is 11%
higher than 1985's total of $6.1
trillion.

Life insurance companies paid
benefits totaling $68.3 billion in
1986, 2.7% higher than 1985 pay-
ments of $66.5 billion.

Assets of life insurance com-
panies totaled $937.5 billion in
1986, up 13.5% from $825.9 billion
in 1985. ]
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Workers Comp

BI editors address the
issues of worker
safety and rehabilita-
tion. '
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Brougher knows
you need tlexible
performance mstead
of a song and dance.

In today’s competitive insurance market. it’s important to have an insurance compzny ihat performs.
An insurance company with flexible group plans and an international reputation for service.
One that won't give you a song and dance when you need quick answers.

That company is Brougher.

Because your insurance needs are always changing, Brougher has choreographed a wide rangs of group plans
that are individually designed to meet those needs. So whether it’s Medical Stop Loss, Groeup Life, Directors and

Officers Liability, Professional Liabilitv, Impaired Risk or other
insurance products, you can be confident that Brougher will
give you nothing less than a command performancs.

BROUGHER

®

Brougher Insurance Group « PO. Box BAI » Greenwood, Indiana 46142 « 317/533-8212
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Developing a
Professional
Image

“‘CEBS is the highest mark
of professionalism in the
employee benefits field.”

The Certified Employee Benefit Specialist
(CEBS) designation is awarded to indi-
viduals who successfully complete a se-
ries of ten college level courses and
examinations covering the design and
operation of employee benefit plans.
The CEBS program is cosponsored

by the International Foundation of
Employee Benefit Plans and the

Wharton School of the Univer-
sity of Pennsylvania.

CEBS

For more information, contact the CEBS Department, International
Foundation, P.O. Box 69, Brookfield, W1 53008-0069, (414) 786-6700.

Sedgwick remains committed
to U.S. presence: Chairman
' London |

By CAROLYN ALDRED
and STACY SHAPIRO

LONDON—Lloyd’s of London
broker Sedgwick Group P.L.C. is
determined to maintain its strong
presence in the United States de-
spite declining property insurance
rates and departures at U.S. rein-
surance broker Sullivan Payne Co.,
according to Chairman Carel Mos-
selmans.

“Despite the current difficulties
facing us in the U.S,, (Sedgwick)
remains convinced that our strat-
egy of establishing Sedgwick as the
only European international bro-
ker with a major presence in North
America is correct,” Mr. Mossel-
mans said when he announced the
company's first-half results earlier
this month.

Pretax profits for the Sedgwick
for the six months ended June 30
fell 12.5% to 81 million pounds
($130.4 million at June 30 ex-
change rates) from 92.6 million
pounds ($141.7 million (at June 30,
1986, exchange rates) reported
during the first six months of 1986.

Revenues rose 9.2% to 357.7 mil-
lion pounds ($575.9 million) from
327.7 million pounds ($501.4 mil-
lion), while expenses rose 21.8% to
278.1 million pounds ($447.7 mil-
lion) from 228.4 million pounds
($349.5 million).

Both revenues and expenses for
1987 include the effect of U.S. ac-
quisitions made late in 1986 that
were not included in the 1986
first-half results. These acquisi-
tions include the purchase of Mem-
phis, Tenn.-based Crump Cos. Inc.
for about $307 million (BI, Sept. 1,
1986) and Armistead Group Inc. of
Nashville, Tenn., for $32.5 million
(BI, Aug. 25, 1986).

A reduction in U.S. property in-
surance rates has ‘‘adversely af-
fected the group’s results during
the first half of the year,”” Mr.

Since 1923, Hewitt, Coleman and Associates has been synonymous
with self-insurance. We can offer you expert third-party administration
of claims, loss control and information systems—and provide the
excess coverage—for the individual corporation, groups, pools and
captives. It's worth your while to contact us for:

Employee Benefit Coverage  General Liability - Workers' Compensation

Call 1-800-421-9139 In S.C,, call 1-242-4350

P.O.Box 3665, 2717 Poinsett Highway, Greenville, SC 29608
with Branches and affiliated offices in major cities.

Mosselmans said.

“The speed and severity of the
decline in rates has placed pressure
on profit margins. It is this
pressure on rates which has mate-
rially affected the results of the
James Group in North America as
it has a high proportion of prop-
erty and commercial package busi-
ness,” he explained.

Falling property insurance rates
also have affected the results of
Sedgwick's London-based opera-
tions, he added.

On the reinsurance side, the re-
sults of reinsurance broker E.W.
Payne Cos. Ltd. have been ad-
versely affected by a greatly re-
duced contribution from Sullivan
Payne Co. in the United States,
which has lost business as a result
of senior staff departures, said Mr.
Mosselmans. The staff departures
included Sullivan's former Presi-
dent and Chief Executive Officer
James J. Meenaghan and former
Chairman W.E. (Gene) Taylor.

Also, a capacity shortage in the
London and international reinsur-
ance markets has restricted growth
in this area, Mr. Mosselmans said.

“The overall contribution to the
group's profits from all our major
activities is thus below expectation
and, if allowance is made for ac-
quisitions, substantially less than
last year,” he commented.

U.K. insurer results

British insurance companies are
living up to stock analysts’ expec-
tations as underwriting results
show massive improvements for
the first half of 1987.

The interim pretax profit of
London-based Sun Alliance and
London Insurance P.L.C. for the
six months ended June 30 jumped
142.8% to 104.4 million ($168.1
million) from 43 million pounds
($65.8 million) for the first six
months of 1986.

Property/casualty premium vol-
ume increased to more than 1
billion pounds ($1.61 billion) from

958.3 million pounds ($1.5 billion)
for the first half of 1986, while the
underwriting loss for its property/
casualty business was more than
halved to 30.2 million pounds
($48.6 million) from 73 million
pounds ($111.7 million).

Strong rate increases in the
United States resulted in a profit
of 4.1 million pounds ($6.6 million)
for Sun Alliance's U.S. operations,
compared with a loss of 3.9 million
pounds ($6 million) for the same
period last year. Improvement was
most noticeable in the liability and
commercial property classes.

Meanwhile, London-based
Guardian Royal Exchange P.L.C.
increased pretax profit 46.8% to
82.2 million pounds ($132.3 mil-
lion) for the first six months of
1987 from 56 million pounds ($85.7
million) for the same period in
1986.

Underwriting losses decreased
by 25.5% to 31 million pounds
($49.9 million) from 45.6 million
pounds ($69.8 million) for the first
six months of 1986.

Premium volume grew to 795
million pounds ($1.3 billion) from
721.1 million pounds ($1.1 billion)
last year.

GRE's U.S. operation experi-
enced a turnaround to a profit of
1.8 million pounds ($2.9 million)
from a loss of 2.9 million pounds
($4.4 million) for the first half of
1986. ‘

“GRE sees this as a good result
in the face of a market, which is
beginning to show signs of a down-
turn particularly in casualty insur-
ance. But with the restructuring in
its operations in the United States,
GRE believes it is now better
placed to cope with any down cycle
especially in its Midwestern opera-
tion,” according to a statement
from the company.

Meanwhile, London-based Eagle
Star Group P.L.C. boosted its
profit for the first six months of
1987 to 160 million pounds ($257.6
million) from 95 million pounds

Continued on next page

You need a micro software
system that handles defined
contribution plans quickly
with an unlimited number of
participants per plan.

Autofax/MPR can eliminate
time-consuming calculations
by running compliance tests
for 401(k), 415 limitations,
and top-heavy testing.

Eligibility tests are run
by the system. Your staff
no longer must check each

AUTOFAX DIVISION
4822 Albemarle Road
Chariotte, NC 28205
(704) 568-5180

run out?

employee individually.

You'll save hours in plan
design with Autofax/MPR's
automatic proposal system.
And, reduce your input time
with personnel and payroll
tape download capability.

Let us tell you about this
system available to trust
departments, plan sponsors,
plan administrators, legal
and accounting firms, and
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Continued from previous page
($145.4 million) in first six months
of 1986. Gross written premiums
for its property/casualty business
increased 22% to 700 million
pounds ($1.1 billion) from 574
pounds ($878.2 million), while its
underwriting loss increased 55.3%
to 59 million pounds ($95 million)
from 38 million pounds ($58.1 mil-
lion) a year earlier.

“Underwriting results improved
in all classes of business except in
the employers’ liability account
where it has been necessary to sub-
stantially strengthen reserves pri-
marily in respect of industrial dis-
ease claims,” said a statement from
B.A.T. Industries P.L.C., Eagle
Star's parent company.

Medical damages

The British Medical Assn. is
seeking a parliamentary inquiry
into the increasing amount of dam-
ages being awarded by British
courts for medical negligence.

The association is calling for a
government inquiry into the matter
following massive rate hikes by
two medical insurance companies
to a standard annual rate of 1,080
pounds per doctor ($1,793 at cur-
rent rates) beginning Jan. 1, 1988
(BI, Sept. 7).

The BMA also will be making
“‘urgent representations” to the

rtment of Health and Social
Security on the effects of the in-
creasing medical insurance costs
on doctors in training,

Lloyd’s elections

With Lloyd’s of London Council
elections slated for Nov. 18, Chair-
man Peter Miller has not yet an-
nounced whether he will seek a
fifth term.

However, he did say, *“When one
has less than 20% of one’s (life)
span left, one thinks of how to
spend one's last years.”

If Mr. Miller does step down, as
many expect, Lloyd nior Dep-

airman Murray Lawrence—

up for re-election to another
four-year term to the Council this
November—is expected to become
Lloyd’s next chairman.

Meanwhile, non-Lloyd’'s mem-
bers will vote for three new non-
Lloyd’s members to Lloyd's Coun-
cil instead of two, following the
resignation of non-Lloyd’s Council
member John de Courcy Ling.

Mr. de Courey Ling has an-
nounced that he will resign at
year-end “‘due to increasing com-
mitment within the European Par-
liament,” where he is a member.

Disciplinary actions

Two Lloyd’s of London members
have been censured and suspended
for three months from entering
Lloyd's or being involved directly
or indirectly in brokering at
Lloyd’s for using company credit
cards to buy rare stamps and an-
tique books.

Lloyd's member Anthony J.P.
Houston, deputy chairman and
chief executive of non-Lloyd’s bro-
ker Triton Insurance Brokers Ltd.,
was charged with conducting in-
surance business in a discreditable
manner. Lloy said that Mr.
Houston used a company credit

! 89) to buy ti tamps and
books by “falsely representing
them as legitimate business ex-
penses.”

Lloyd’s member Michael N.
Buckley, chairman of Triton, also
used a company credit card to ob-
tain a total of 89,056 pounds
($147,832) for the same purpose,
according to Lloyd’s.

Both Mr. Buckley and Mr. Hous-
ton returned the sums of money to
Triton before the disciplinary pro-
ceedings began. Nevertheless,
Lloyd’s penalized them and or-
dered each to pay 1,250 pounds
($2,075).

Mr. Houston appealed the

Lloyd's penalty, but President of
Lloyd’s Tribunal David Calcutt
upheld the Lloyd’s decision. How-
ever, Mr. Calcutt added the provi-
sion that Mr. Houston and Mr.
Buckley should be allowed to act
for their clients provided they do
not enter Lloyd’s or use Lloyd's fa-
cilities for three months.

Neill report

The Council of Lloyd’s last week
proposed implementing three more
of the 70 recommendations made
by the quasi-government commit-
tee headed by Sir Patrick Neill, ac-
cording to Lloyd’s Chairman Peter
Miller.

Lloyd’s will set up a continuous
monitoring system of underwriting
agents that are registered for in-
definite periods. Monitoring will
include an annual review of syndi-
cate and holding company ac-
counts and a five-year detailed
look at the character and suitabil-
ity of directors/partners and un-

.\.

derwriters; conditions of premises;
and members’ comments.

Also, Lloyd’s will set up a mem-
bers’ ombudsman and a modified
arbitration procedure to help settle
disputes between underwriting
agents and members, provided the
disputed amount does not exceed
100,000 pounds ($166,000 at cur-
rent exchange rates).

However, Lloyd’s has proposed
rejecting a Neill committee recom-
mendation for re-registering un-
derwriting agents every five years.

Lloyd’s already has implemented
20 of the Neill recommendations.

Insurance services

Lloyd’s of London broker Bal-
lantyne, McKean & Sullivan Ltd.
has launched a new company to
broker insurance to financial insti-
tutions.

BMS BankAssure Ltd. has been
formed by a team of brokers from
Bankscope Ltd., a subsidiary of
Lloyd’s broker Seascope Insurance

TO INSURE THE PALATE, GO TO LONDON
‘T0 PROTECT THE TEETH, COME T0 DELTA

You know where a famous wine taster would go to insure his

DUSINess

Services Ltd., including former
Bankscope managing director Gra-
ham Barnes.

BMS BankAssure Ltd. will help
arrange insurance for banks and
financial institutions’ asset-based
loan portfolios, particularly for
aircraft, ship and oil-rig financing,
said Mr. Barnes.

The company also will specialize
in political risk insurance for fi-
nancial institutions and mortgages’
and lessors’ insurance against
breach of warranty, he said.

Mr. Barnes expects the com-
pany’s first-year net revenues to
total about 250,000 pounds
($415,000).

Meanwhile, Seascope plans to
develop Bankscope into a “much
broader financial services busi-
ness'’ with new staff, said Seascope
Chairman Nick Samuelson.

The subsidiary recently acquired
a trade credit company called Risk
Administration Ltd. for an undis-
closed sum. A bankers blanket
bond team from Lloyd’s broker

Alexander Howden Ltd. is ex-
pected to join in the next month.

Ombudsman group

Lloyd's of London is joining
Britain’'s Insurancé Ombudsman
program, an independent consumer
complaint organization.

Detailed discussions are to take
place concerning how Lloyd's un-
derwriters will participate in the
program, Lloyd's announced this
month.

The Insurance Ombudsman Bu-
reau presently involves 191 mem-
bers from 78 company groups and
handles consumer complaints re-
lating to insurance. The consumer
inquiries department of the Cor-
poration of Lloyd’s, which is inde-
pendent of underwriters, handles
complaints arising from personal
lines policies issued by Lloyd's.

Most of the cases investigated by
the department relate to motor in-
surance, or automobile insurance
policies.

palate. But you may not know where 15 million Americans
in over 18 thousand companies go to protect their teeth.
They come to Delta Dental. Delta is Americas first,

leading and largest dental carrier.

Whetheryoure the president of your company
or just starting out, you should know 90% of
major; painful and expensive dental problems
can be prevented by regular professional care.
And after that when trouble comes, big or

small, Delta is the best friend your
teeth can have.

You should also know Delta offers you
and your company the most sophisticated
cost-containment system in

o~

the business.

\"{-Tb find out why a Delta Dental Plan is

- remembered long after a small raise
is forgotten, call I-800-441-3434.

Well send you 10 solid reasons.

Until then, heres to your health.

The Delta Dental Plan
. Americas First, Leading and Largest
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Consider
Colorado

Formation and Management Services for:
Risk Retention Groups, Captive Insurance Companies
and Risk Purchasing Groups.

Complete or selected services.
PLEASE CALL FOR BROCHURE
ANGA Risk Services

1776 South Jackson Street
Suite 1120

Denver, Colorado 80210
(303) 692-90€3

Datebook

SEPT. 17. Weathering the Storm: Building
for Today and Tomorrew seminar in Garden
City, N.Y., sponsored by the New York Property
Insurance Underwriting Assn ; free. Bob Burke,
212-208-9800.

SEPT. 17. Assessing Vendors (HMOs, PPOs,
Utilization Review Firms, ete.) workshop in
Cleveland, sponsored by the Health Research
Institute; $250. Also Qct. 8 in Boston; Oct. 29
in San Francisco; Nov, 12 in New York; and
Dec. 10 in Chicago. Health Research Institute,
1600 S. Main Plaza, Suite 170, Walnut Creek,
Calif. 94596; 415-676-2320.

SEPT. 17. Risk Management and Safety
Techniques for Public Agency Recreation
Programs and Facilities seminar in San
Diego, sponsored by Risk Management Se-
minars; $150 in advance; $175 at the door. Also
Oct. 15 in Anaheim, Calif.; Oct. 29 in Pleasan-
ton, Calif.; Nov. 18 in Sacramento, Calif.; Nov.
19 in Fresno, Calif. Risk Management Seminars,
P.O. Bax 1601, Sonoma, Calif. 95476-1601; 415-
943-1405.

SEPT. 17. Cost Containment Through Com-
munications and Education workshop in
Cleveland sponsored by the Health Research In-
stitute; $250. Also Oct. 8 in Boston; Oct, 29 in
San Francisco; Nov. 12 in New York; and Dec.
16 in Chicago. Health Research Institute, 1600 S.

Main Plaza, Suite 170, Walnut Creek, Calif.
94596; 415-676-2320.

SEPT. 17-18. Labor/Management Cost Con-
tainment workshop in Cleveland, sponsored by
the Health Research Institute; $495. Also Sept.
17-18 in Cleveland; Oct. 8-9 in Boston; Nov. 12-
13 in New York; and Dec. 10-11 in Chicago.
Health Research Institute, 1600 S. Main Plaza,
Suite 170, Walnut Creek, Calif. 94596; 415-676-
2320.

SEPT. 17-18. 17th Annual Employee Benefits
Institute in New York, sponsored by the Prac-
tising Law Institute; $425. Practising Law Insti-
tute, Dept. 2Z, 810 Seventh Ave., New York,
N.Y, 10019; 212-765-5700.

SEPT. 17-19. Management Challenges in
Mental Health Service Delivery seminar in
Minneapolis, sponsored by the Group Health
Assn. of America; $430 for association
members; $500 for non-members. Group Health
Assn. of America, 1129 20th St. N.W.,
Suite 600, Washington, D.C. 20036; 202-778-
3200.

SEPT. 20-23. 1987 Canadian Risk Manage-
ment Conference: Expo 1-A Risk Manage-
ment Exposition in Vancouver, British Colum-
bia; $275 Canadian (approximately $207).
Barbara Wallwork, 604-668-4225.

Placing elevator insurance
can be trying on your nerves.

Hang in there.

Insurance companies believe the risks of insuring elevator
contractors and suppliers outweigh the rewards. At
American Marketing Center, we believe otherwise. So we've
made arrangements, through a nationall¥ recognized, A XI-

rated company, to write your clients’ policies*~quickly and

easily.

Solving tough -isks with innovative programs is what
we do best. So if you're looking for new ideas, call us at
(212) 285-2160. Or write: 111 John St., New York, N.Y. 10038.

Fax# 212-964-64565.

Before you reach the breaking point.

RICAN
Vi
JINC

The insurance placement center.

“All states except NY, NJ & Hawaii

SEPT. 20-23. 42nd Annual Workers Compen-
sation Educational Conference in Orlando,
Fla., sponsored by the Florida Workers’ Com-
pensation Institute Inc.; $95. James M. McCon-
naughhay, Florida Workers' Compensation
Educational Conference, P.O. Drawer 229, Tal-
lahassee, Fla. 32302-0229; 904-222-8121.

SEPT. 21-22. Health Care Services: Buying
Right in a Competitive Market conference in
Chicago, sponsored by Charles D. Spencer & As-
sociates Inc.; $400 for subscribers; $485 for non-
subscribers. Charles D. Spencer & Associates
Inc., 222 W. Adams St., Chicago, Ill. 60606;
312-236-2615.

SEPT. 21-22. Utilizing the New CGL Forms:
Negotiating, Pricing and Structuring Liabil-
ity Insurance and Reinsurance Programs
conference in New York, sponsored by Execu-
tive Enterprises Inc.; $875; $775 for additional
registrants from same organization. Executive
Enterprises Inc.,, 22 W. 21st St., New York, N.Y.
10010-6904; 800-223-0787; 800-831-8333 within
New York.

SEPT. 21-25. Developing and Managing a
Basic Safety and Health Program course in
Long Grove, Ill., sponsored by National Loss
Control Service Corp.; $650. Also Nov. 2-6.
Tommy Thomas, NATLSCO, K-3, Long Grove,
11, 60049; 800-323-9585; 312-540-2400 within
Illinois.

SEPT. 22-23. Trucking Risks Seminar in Los
Angeles, sponsored by the American Assn. of
Managing General Agents; $195. American
Assn. of Managing General Agents, 1001 Con-
necticut Ave. N.W., Suite 800, Washington, D.C.
20036.

SEPT. 28-29. Managed Healthcare: Who's In
Control? seminar in Washington, D.C., spon-
sored by the American Assn. of Preferred Pro-
vider Organizations; $450 for AAPPO members;
$495 for non-members. American Assn. of Pre-
ferred Provider Organizations, 1101 Connecticut
Ave, N.W., Suite 700, Washington, D.C. 20036;
202-857-1128.

SEPT. 28-29. The Property & Casualty Insur-
ance Tax Institute conference in New York,
sponsored by Executive Enterprises Inc.; $875;
$775 for additional registrants from same orga-
nization. Executive Enterprises Inc., 22 W. 21st
St., New York, N.Y. 10010-6904; 800-223-0787;
800-831-8333 within New York.

SEPT. 28-30. Audio-Visual Media for Safety
and Health: Developing and Producing In-
expensive Programs course in Los Angeles,
sponsored by the University of Southern Cali-
fornia's Institute of Safety and Systems Man-
agement; $420. University of California, Insti-
tute of Safety and Systems Management, Office
of Extension and In-service Programs, 3500 S.
Figueroa St., Suite 202, Los Angeles, Calif.
90007; 213-743-6523.

SEPT. 29-30. Recent Developments in Insur-
ance and Reinsurance Disputes in the Prop-
erty & Casualty Industry conference in New
York, sponsored by Executive Enterprises Inc.;
$875; $775 for additional registrants from same
organization. Alse Oct. 15-16 in San Francisco.
Executive Enterprises Inc., 22 W. 21st 5t., New
York, N.Y¥. 10010-6904; 800-223-0787; 800-831-
8333 within New York.

SEPT. 30. Controlling Your Workers Com-
pensation Costs workshop in Springfield, 111,
sponsored by the Illinois State Chamber of Com-
merce; $90 for ISCC members; $135 for non-
members. Illinois State Chamber of Commerce,
20 N, Wacker Drive, Chicago, Ill. 60606; 312-
372-7373.

SEPT. 30. Will the Risk Retention Act of
1986 Revolutionize the Way Business Is
Done? conference in Philadelphia sponsored by
the Insurance Society of Pennsylvania; $125. In-
surance Society of Philadelphia, 737 Public Led-
ger Building, Philadelphia, Pa. 19106; 215-627-
5306.

OCT. 1. Group Property & Liability Insur-
ance: To Bear or Not To Bear Risk workshop
in Irving, Texas, sponsored by the Society of
Chartered Property & Casualty Underwriters
and the Fort Worth Chapter of the Society of
CPCU; $125 for Society members; $155 for all
others. Mari Jennings, professional services co-
ordinator, Society of CPCU, Kahler Hall, 720
Providence Road, CB#9, Malvern, Pa. 19355;
215-251-2741.

OCT. 1-2. Insurance Market Prospecis for
1988 —Home and Overseas conference in Lon-
don, sponsored by the Insurance & Reinsurance
Research Group Ltd.; 373.75 pounds (approxi-
mately $594). Caroline Atkinson, Insurance &
Reinsurance Research Group Ltd., Bridge
House, 181 Queen Victoria St.,, London EC4V
4DD; 01-236-2175.

OCT. 1-2. Ergonomics: Building Efficiency
and Safety in the Workplace in Los Angeles,
sponsored by the Institute of Safety & Systems
Management at the University of Southern Cali-
fornia; $300. Institute of Safety & Systems Man-
agement, University of Southern California, Of-
fice of Extension and In-Service Programs, 3500
5. Figueroa St, Suite 202, Los Angeles, Calif.
90007; 213-743-6523.

OCT. 2. Insurance Market Prospects for 1988
conference in London, sponsored by Insurance &
Reinsurance Research Group Ltd.; 325 pounds
(approximately $516), Caroline Atkinson, Insur-
ance & Reinsurance Research Group Ltd.,
Bridge House, 181 Queen Victoria St., London
EC4V 4DD; 01-236-21175.

OCT. 3. Promoting Safety and Health in
Today’s Economy course in Los Angeles, spon-
sored by the Institute of Safety & Systems Man-
agement at the University of Southern Califor-
nia; $150. Institute of Safety & Systems

Continued on next page
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OCT. 4-7. 1987 Benefit Communication In-
stitute in Williamsburg, Va., spon d he
International }uunddtmn uf Emplovee

P.0. Box 69, Brookfield, Wis. 53008-0069; 414.

786-6700.

OCT. 5-6. Environmental Risk Management
Course: Minimizing and Insuring Against
Pollution Llabllll} Expusures erft
Washington, D.C

terprises Inc.
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OCT. 5-6. ERISA II: Preparlng for Major
Pension & Benefit Ch
gress conference in W hmginm PuE

sored by the National Fmpl 2
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repr‘_sentauv (

ber representati 5 for non-members. Na-
tional Employee Benefits Institu 45 M St.
N.W., Suite 400, Washington, D.C. 20037; 800-

ston, spun.smed by the HLdlth
$495 Also Oct. 26

Francisco; Nov.

in Chicago. I 1600 S.

4 , Calif.

OCT. 5-7. Insurer Solvency Assessment con-
ference in L(mdon
& Reinsuranc:
(approximsz

ance & Rei
Bridge Ho

EC4V 4DD; Hl-

, Insur-
up Ltd.,
ictoria St., London

OCT. 6. Quality Assurance & Utilization
Management: Partners Managed Care se-
minar in Monte

American Me

cal Issues Section;

$275 for non-memb

AMCRA mem

American M

Grosvenor '

20814; 301-493-9552

OCT. 6-7. Product Safety a.nd l;labllit_v Pre-

; $645 not 1nL1ud1ng the need
ineering Registration, The W.
, Madison, Wis.
020 within Wis-
consin.

OCT. 6-7. Personnel Law Update 1987 se-
minar held in Boston, sponsored by the C

on Eduecation in Management; $495; $47

for two or more participants from the s:
ganization. Also Oct. 7-8 in Denver; Oct. 13-14
in Philadelphia; Oct. 14-15 in Chic

21 in Ang Oct. 27-28 in

4-5in

Dec. 8-9 in Phoenix, Ariz. Karen N
cil on Education in Management, Lennon
Lane, Walnut Creek, Calif. 94598; 415-934-

8333.

OCT. 7. Health Improvement/Wellness

workshop in Boston, sponsored by the Health

rch Institute; $250. Also Oct. 28 in San

Nov. 11 in New York; and Dec. 9 in

Chicago. Health Research Institute, 1600 S

Main Plaza, 170, Walnut Creek, Calif.
94596; 415-676 -

Jﬂlum 1mu
n Business Se 3
er Hluml ntritt Con-
as T8711;
512-472- 755.}

Cost
'pnnsnrt-r]

OCT, 7. Advanced “Pos! Graduate”
Management works

by the Health R

Oct. 28 in San F Nov. 11 in New York;

and Dec. 9 in Cl g..u Health Research Insti-

Sui 170, Walnut

OCT. 7-8. Fourth ‘\nnuai Bank'; and lnsur

within New York

OCT. 7-9. American Medical Care & Review
Assn.’s 16th Annual Confere
of l)elegates n Monterey, Calil.; $4
. 5 for non-me: mb
After Sept.
$675 for non-member
American [ﬂ(dlLdl

OCT. 7-9. Recognition of Accident Potential
in the Workplace Due to Human Factors
course in Los the Insti-

e Programs.
Los Angeles
HH ﬁi’i

OCT. 8-9. Advanced Trial Technigues in
Medical Malpractice Cases seminar in San

ising Law In-
tute, Dept.
» York, N.Y

e Rossiter
P.O. Box 12844, Austin,
-7659.

Texas

OCT. 9. Current Trends in the Legal En-
vironment of Workers Compensation :

w York, sponsored by National
Ceuncil on C ion Insurance; $165 for
NCCI memb y
Ellen Robinson,

OCT. 11-14. Remembering the Past...Anti-
cipating the Future: The Society of Char-
tered Property & Casualty Underwriters’
43rd Annual Meeting and Scmlnara in San
Antonio, T
bers, $170

OCT. 11-14. Risk Management Forum: Asso-
ciation Europeean des Assures de I'Indus-
trie and the Risk & Insurance Management
Society Inc. International Conference in

Continued on next page

DUSINESS Insurance, o>ep

= Leeking...?

Looking for top notch professionals ... or your next job?
Find top-notch job offerings in risk management—employee benefits
—insurance brokerages and agencies—financial management—
claims administration—safety engineering—insurance underwriting
—and more.
Or reach 136,500 top-notch, qualified professionals each week.
Advertise your openings in a clutter free, professional environment.
For ad rates contact Margaret Hikido, Business Insurance,
740 Rush Street, Chicago, Illinois 60611 ... or call (312)649-5340

The Professional Marketplace. Turn to page 70

“HERE'S TO

FIFTY MORE!

July 1, 1987 marks the beginning of Victor
O Sdnnnu er& Compan\’ s fiftieth vear in
business. As we complete our first half cen-
tury we would like to reflect on the corporate
phllos()phv that has brought us this far.

QOur first pr()tcssm)n;ﬂ lmbll;ry program

doing something nght—that something has
always been to opgmtt. first and foremost
with the needs of our insureds in mind. We
provide our service with a dedication to
professional excellence and the highest
business integrity and trust that within that

—for architects and enginccm—nmv con-
stitutes the longest running protessional
liability insurance program in our country’s
history. Tlnough()ut its thirty years it has
remained the largest 1n its mg ket. Over the

framework, all else will follow.

This plnlos‘op 1y has shaped all
Schinnerer insurance programs developed
since the beginning, and our promise 1s to
follow the same path into the next fifty vears

vears Schinnerer lms grown to unplov over
three hundred pcoplL in offices in
Washington, New York, Chicago
and San Francisco. This past vear,
we expanded our operations into

and beyond—because never losing swht of
that original premise is our true ﬂml NOs
; matter what our present -
or future endeavors
may be. %

Canada through the ;1cquisiti(m

of ENCON., Im

with offices In G W P &

Orttawa and Tomnto Canada and

Dallas, Texas.

And across the sea with

the opening ot Victor O. Schinnerer
& Co. (Bermuda) Ltd.

Our growth and accomphshments

are an indication that we

have been L

& Company, Inc.
Underwnting Managers
5028 Wisconsin Avenue, N.W.; Washington, D.C. 20016 * (202) 885-9500

Washingron, DC @ Chicago ® New York ® San Francisco @ Bermuda
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Monte Carlo; 2,300 French francs (approxi-
mately $368) for university members or univer-
sity students; 4,600 French francs (approxi-
mately $735) for members of a corporate risk
management department; 6,300 French francs
(approximately $1,007) for insurers, brokers, ad-
justers and other insurance industry profes-
sionals other than those listed here. AEAI/RIMS
Monte Carlo Conference, SOCFI, 14 Rue Man-
dar, 75002 Paris, France.

OCT. 11-16. Fundamentals of Employee Ben-
efits Management conference in Brookfield,
Wis., sponsored by the International Foundation
of Employee Benefit Plans; $900. Registrations
Department, International Foundation of Em-
ployee Benefit Plans, P.O. Box 69, Brookfield,
Wis. 53008-0069; 414-786-6700. -

OCT. 12-16. Management and Administra-
tive Skills for the Occupational Safety and
Health Professional course in Los Angeles,
sponsored by the Institute of Safety & Systems
Management at the University of Southern Cali-
fornia; §735. The Institute of Safety & Systems
Management, University of Southern California,
Office of Extension and In-Service Programs,
3500 S. Figueroa St., Suite 202, Los Angeles,
Calif. 90007; 213-743-6523.

OCT. 14-15. Constructing, Processing and
Marketing Variable Insurance Products con-
ference in New York, sponsored by the Insfitate
for International Research Inc.; $895. Institate
for International Research Inc., 310 Madison
Ave., Suite 1212, New York, N.Y. 10017; 800-
345-8016; 212-883-1770.

OCT. 14-15. Emerging Technology-The Im-
pact on Product Safety, Insurance and Criti-
cal Business Decisions conference in Stam-
ford, Conn., co-sponsored by the National
Safety Council and the Engineering & Safety
Service of the American Insurance Services
Group Inc.; $300 for members; $400 for non-
members. Edward S. Charkey, American Insur-
ance Services Group Inc., 85 John St., New
York, N.Y, 10038; 212-669-0400.

OCT. 14-16. New Age Retirement Planning
workshop in New Orleans, sponsored by Retire-
ment Advisors; $495; $395 if registration is
made three weeks in advance. Also Nov. 11-13
in New York. Retirement Advisors, 919 Third
Ave., New York, N.Y. 10022; 212-421-2400.

OCT. 15-17. Annual Conference of the Profit
Sharing Council of America in Washington,
D.C.; $585 for first member delegates; $525 for
additional member delegates; $645 for non-
member delegates; $180 for non-delegates.

Profit Sharing Council of America, 20 N.
Wacker Drive, Chicago, Ill. 60606; 312-372-
3411. .

OCT. 19-23. Recognition of Ocecupational
Health Hazards course in Los Angeles, spon-
sored by the Institute of Safety & Systems Man-
agement at the University of Southern Califor-
n.a: $735. The Institute of Safety & Systems
Management, University of Scuthern California,
Office of Extension and In-Service Programs,
3500 S. Figueroa St., Suite 202, Los Angeles,
Cal:f. 90007; 213-743-8523.

OCT. 20-22. Cargo Insurance Clauses Work-
shop in London, sponsored by the Insurance &
Rzinsurance Research Group Ltd.; 506 pounds
(approximately $804). Carcline Atkinson, Insur-
ance & Reinsurance Research Group Ltd.,
Bridge House, 181 Queen Victoria St, London
ECeV 4DD; 01-236-2175.

OCT. 22. Coping With the Responsibilities of
Risk Management workshop in Northbrook,
1., sponsored by the Chicago, Wisconsin and
Northeastern Illinois chapters of the Risk & In-
surance Management Society; $80 for RIMS
members and prospective members. Art Meyer,
Wisconsin Gas Co., 626 E. Wisconsin Ave., Mil-
waukee, Wis. 53202; 414-291-5520.

OCT. 22-23. Advanced Employee Benefits
Workshop in New York, sponsored by the Prac-
tising Law Institute; $475. Practising Law Insti-
tute, Dept. 2Z, 810 Seventh Ave., New York,
N.Y. 10019: 212-765-5700.

OCT, 22-23. Letters of Credit and Trust
Agreements in the Insurance Indastry con-
ference :n Mew York, sponsored by Executive
Enterprises Inc.; $875; $775 for additional regis-
trants from same organization. Executive En-
terprises Inc., 22 W. 21st St.,, New York, N.Y.
10010-6904; 800-223-0787; 800-831-8333 within
New York.

OCT. 22-24. 11th Annual Employment Law
Seminar in Napa, Calif., sponsored by the De-
fense Research Institute Inc.; $525 for DRI mem-
bers; $530 for non-members. Defense Research
Institute Inc., 750 N. Lake Shore Drive, Suite
500, Chicago, I1. 60611; 312-944-0575.

OCT. 25-28. 1987 Corporate Health Care Cost
Manag t Confi in Washington, D.C.,
sponsored by the International Foundation of
Employee Benefit Plans; $605 for IFEBP mem-
bers; §880 for non-members. Registration De-
partment, International Foundation of Em-
ployee Benefit Plans, P.O. Box 69, Brookfield,
Wis. 53008-0069; 414-786-6700.

OCT. 26-27. Insurance Company SEC Ac-
counting and Reporting course in New York,
sponsored by Peat Marwick Main & Co.; $725.
Peat Marwick Registrar, Executive Education
Department, 3 Chestnut Ridge Road, Montvale,
N.J. 07645-0435; 800-762-3932.

OCT. 26-27. Fall Conference of the American
Assn, of Insurance Services in Charleston,
S.C.; $250 for first registrant; $125 for addi-
tional registrant from same orgarization; $100

SAVINGS PLAN
FOR UNDERWRITERS.

INTRODUCING THE ISU/AUTOMATED UNDERWRITING SUBMISSION SYSTEM, ISU/AUSS.

Your cost of doing business just got lower. Why? Because the ISU/AUSS eliminates your need for
pre-acceptance inspections. You get a computerized inspection report based on unique and specific
questions revealing special exposures ‘n over 5C0 separate and distinct types of risks.

ISU. Your Better Source of Better Business.

TIME SAVER
FOR UNDERWRITERS.

The ISU/Automated Underwriting Submission System puts a comprehensive report along with the
ACORD application right in your hands. Now you can precass new and renewal submissions more efficiently.

ISU. Your Betier Source of Better Business.

COST SAVER

FOR UNDERWRITERS.

With the ISU/Automated Underwriting Submission System you can be confident in applying
credits that get you just the business you want at significantly reduced costs and an
improved quote-to-write ratio.
Only an ISU agent has access to the ISU/Automated Underwriting Submission System.

So call an ISU agency today. And find how we can be your Better Source of Better Business.

*su

THE BETTER SOURCE OF BETTER BUSINESS.

Insurance Systems Unlimited - (800) 682-0707 -In Californic (800) 622-0974
Each Firm Independently Owned and Operated.

for spouses. American Assn. of Insurance Ser-
vices, 1035 S. York Road, Bensenville, I11.,
60106; 312-595-3225.

OCT. 26-28. Government Risk Management
Seminars: Basic Fundamentals, Advanced
Techniques or School Risk Management in
Washington, D.C., sponsored by the Public Risk
& Insurance Management Assn.; $350 for
PRIMA members; $400 for non-members. Public
Risk & Insurance Management Assn,, 1120 G St.
N.W., Suite 400, Washington, D.C. 20005; 202-
626-4650.

OCT. 29-31. Asbestos Medicine seminar in
Reno, Nev., sponsored by the Defense Research
Institute Inc.; $410 for DRI members; $435 for
non-members. Defense Research Institute Inc.,
750 N. Lake Shore Drive, Suite 500, Chicago, IlL.
60611; 312-944-0575.

NOV. 14, Insurance Technical Conference in
Boston, co-sponsored by the Alliance of Ameri-
can Insurers and the American Assn. of Insur-
ance Services; $275 for Alliance/AAIS mem-
bers/subscribers; $100 for family members; $325
for non-members. Donna G. Pillstrom, Alliance
of American Insurers, 1501 Woodfield Road,
Suite 400 W, Schaumburg, Ill. 60173-4980; 312~
490-8595,

NOV. 2-6. Sampling and Evaluating Air-
borne Asbestos Dust course in Los Angeles,
sponsored by the Institute of Safety & Systems
Management at the University of Southern Cali-
fornia; $725. Institute of Safety & Systems Man-
agement, University of Southern California, Of-
fice of Extension and In-Service Programs, 3500
S. Figueroa St., Suite 202, Los Angeles, Calif.
90007; 213-743-6523.

NOV. 5-6. Integrating and Expanding the
Role of Employee Health Care conference in
San Antonio, Texas, sponsored by the American
Hospital Assn; before Sept. 4: $320 for AHA
members, $420 for non-members; after Sept. 4:
$395 for AHA members, $495 for non-members.
American Hospital Assn., P.O. Box 98946; Chi-
cago, Ill. 60693; 312-280-6083.

NOV. 5-6. Managing Intergovernmental
Pools conference in San Antonio, Texas, spon-
sored by the Public Risk & Insurance Manage-
ment Assn.; $150 for PRIMA members; $250 for
non-members. Public Risk & Insurance Manage-
ment Assn., 1120 G St. N.W., Suite 400, Wash-
ington, D.C. 20005; 202-626-4650.

NOV. 8-11. Legislative Research Commis-
sion’s Third Biennial Workers Compensa-
tion Seminar in Louisville; Ky.; before Oct. 9:
$150; after Oct. 9: $190. Charlene Collins, Legis-
lative Research Commission, Fourth Floor, Cap-
itol Building, Frankfort, Ky. 40601; 502-5640-
8100.

NOV. 9-10. The Solution to the High Cost
Claim—Medical Case Management confer-
ence in New York, sponsored by Intracorp; $385;
$340 per additional registrant from the same or-
ganization. Jackie Mazoway, Intracorp, Ches-
terbrook Corporate Center, 701 Lee Road,
Wayne, Pa. 19087; 800-345-1075.

NOV. 9-10. Bad Faith First Party Insurance
Claims conference in Boston, sponsored by the
Defense Research Institute Inc.; $345 for DRI
members; $370 for non-members; discounts
available for two or more persons from the same
organization. Defense Research Institute Inc.,
750 N. Lake Shore Drive, Suite 500, Chicago, 1l
60611; 312-944-0575.

NOV. 3-12. Seventh Annual Construction In-
surance Conference and Pre-conference Se-
minars in New Orleans, sponsored by the Inter-
national Risk Management Institute Inc., $235
for one pre-conference seminar (Nov. 9): Con-
struction Insurance Primer, Insurance Cost
Control, or Risk Financing Alternatives; $495
for conference (Nov. 10-12); $595 for conference
and one pre-conference seminar. International
Risk Management Institute Inc., 12222 Merit
Drive, Suite 1660, Dallas, Texas 75251-2217:
800-527-2580; 214-960-7693 within Texas.

NOV. 15-19. National Assn. of Independent
Insurers’ 42nd Annual Meeting in Maui, Ha-
waii; $250 for members; $350 for subscribers
and guests; $100 for spouses. National Assn. of
Independent Insurers, 2600 River Road, Des
Plaines, I11. 60018-3286; 312-297-7800.

NOV. 16-20. Fund tals of Industrial Hy-
giene Monitoring course in Long Grove, I,
sponsored by National Loss Control Service
Corp.; $500. John Garis, NATLSCO, K-3, Long
Grove, Ill. 60049; 800-323-9585; 312-540-2400
within [llinois.

NOV. 30-DEC. 1. Behavioral Science as an
Approach to Accident Prevention course in
Los Angeles, sponsored by the Institute of
Safety & Systems Management at the University
of Southern California; $375. The Institute of
Safety & Systems Management, University of
Southern California, Office of Extension and
In-Service Programs, 3500 S. Figueroa St., Suite
202, Los Angeles, Calif. 90007; 213-743-6523.

DEC. 4-9. 33rd Annual Employee Benefits
Conference in San Francisco, sponsored by the
International Foundation of Employee Benefit
Plans; before Oct. 4: $480 IFEBP members only;
after Oct. 4: $525 [FEBP members only. Regis-
tration Department, International Foundation
of Employee Benefit Plans, 18700 Bluemound
Road, P.O. Box 69, Brookfield, Wis. 53008-0069;
414-786-6700.
[ ]

The Datebook iz compiled from notices sent to
Buginess Insurance. Notices should be sent at
least eight weeks in advance to Datebook, Busi-
ness Insurance, 740 N. Rush St., Chicago, IIL.
60611-2590. Please include the price, if any, of
the meeting and information on registration for
interested readers. Business Insurance reserves
the right to select meetings of most interest to its
readers and cannot guarantee that notices will
be printed.
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Comings &
goings: buyers

Barnett Banks Western Worid. Total Assets

1972 — 1986

names Corse lt's more (In Millions)
to benefits post ||| ¢hen just o

Catherine Corse, 34, has been Ly
promoted to assistant vp and man- excess und 160
ager of employee benefits at Bar- 150
nett Banks Inc. in Jacksonville,

-
Fla. Ms. Corse oversees Barnett's sur I“s Ilnes 140
employee benefit plans, assuming 130
some of the duties previously han- - It 120

dled by
Maureen Con-

nelly, who has .
left the company. .
She reports to covers |
Lou G S

compensation z
and employee .
benefits. Ms. , [ |
Corse holds a Ay . .
b ;

el e b e At Western World we =
Vassar College i : 2

Pougl':‘keepseii:E g.Y‘, and a masters feel the quallty Of service .
degree in English from the Univer- s 0

Sity ot Michigan &t Ak Arbior: M depends entirely on the o L
Corse, who most recently was the . 72 73 774 5 76 77 78 79 80 81 82 83 84 85 86
company's employee benefits offi- quallty Of the peOp]e on :

cer, previously worked for Pruden-

tial Insurance Co. of America in both the general agency

Jacksonville. Ms. Corse was respon- :

sible for Barnett's award winning and company levels.

employee benefits communication
program, which tied for third place & -
in the audio-visual category of Busi- Direct Premiums Written

ness Insurance’s 1987 Employee ‘ —
Benefits Communication Awards 1%312Milli(;|ngs?6

titi BI, Aug. 3). ) 2
SepRtsRR ATe &1 It's expertise,
Michael Zuckerman has been ¥
named director of risk management Commltment a.nd
at Thomas Jefferson University in

Philadelphia. In this position he foresight based on ™

oversees property/casualty insur- 110

ance and risk management for the experience and

Ballam 11, ssocate vp for finance | || imagination. And it’s
and treasurer. Prior to joining . .
r—-‘gggfﬁ; e been happening year-in,
P e year-out, in the good
el times and the tough
| bl o e times. -

L ‘»‘ ness administra-
| tion degree and a a0
P master of busi- s8.5 32.3 338 34.7

Mr. Zuckerman ness administra- 0 27.5 27.6
tion degree from ;

Temple University in Philadelphia Westem Wor ld _— 20

and a doctor of law degree from

John Marshall Law School in Chi- more than just specialty 1g—t2 25 33

cago. Mr. Zuckerman teaches insur- 4.6

ance in the evening MBA program in surance. It ,S people,

of LaSalle University in Philadel-

phia. He is a deputy member of the SerUlCé’, expeﬂlSé’ and a

Risk & Insurance Management So-
ciety and a member of the Univer- o

Sty Toik & Esieanos Menagemet tradition of success.
Assn.

116.2

100

70

60

0727315157677787930818283848586

® % ®

Ira E. Cohen, 31, has been named
assistant secretary in the Insurance
and Risk Financing Group at Irving
Trust Co. in New York. In this posi-
tion, he handles financial-related
coverages and reporis to Vp James
S. Gamble. Before joining Irving
Trust, Mr. Cohen was an account
executive with Johnson & Higgins
Inc. of New Jersey in Parsippany.
He received a bachelor of science
degree in business administration
from Montclair State College in
Upper Montclair, N.J., and also
holds the Chartered Property & Ca-

sualty Underwrite-;r designation. weste r n wo rl d

We'd like to report on staff changes
in your company’s risk manage- Insuru nce compu“v
ment, safety or employee benefits

department. Just drop a note to Ramsey, New Jersey 07446-0504

Paul Winston, Assistant Copy Edi-
tor, Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611-25%0, or call
312-649-5442. Please send a photo.
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Haven to head Hall’'s New York affiliate
' Comings & goings: industry |

Marvin R. Haven has been ap-
pointed president and chief
operating officer of Frank B. Hall
& Co. of New York Inc.

Prior to his appointment, Mr.
Haven was Hall's Southeast re-
gional manager for 2% years. Be-
fore that, he was chairman and
chief executive officer of Frank B.
Hall & Co. of Florida in Coral
Gables. Mr. Haven joined Hall in
1976.

Other broker changes:

David D. Haynes appointed
deputy chief administrative officer
of Fred S. James & Co. Inc. Mr.
Haynes will work from James’
Memphis and Knoxville, Tenn., of-
fices. Mr. Haynes joined James in
1986 when James acquired the
Nashville, Tenn.-based Armistead
Group. He had been president of
Armistead since 1984

Lewis C. Ting joined Joknson
& Higgins' international depart-
ment as vp. Mr. Ting will work in
Hong Kong. Most recently. Mr.
Ting was manager of international
benefits at SmithKline Beckman
Corp. in Philadelphia.

Grover B. Simpson promoted
to vp from producer at Lockter:; In-
surance Agency in Prairie Village,
Kan

Dennis B. Parrott appo:nted
manager of the sales department in
the Los Angeles office of Johnson
& Higgins of Californis. Pre-
viously, Mr. Parrott was vp and
senior employee benefits consul-
tant as well as a senior account
manager.

At Des Moines, Iowa-based
Kirke-Van Orsdel Inc., Rachel E.
Plubhar named vp of the company’s
Washington,
D.C.; office;
where she man-
ages the accounts
of several major
association cli-
ents. She joined
¢ the brokerage in
1986 as an ac-
%] count executive
in the East Coast
office.

Steven C.
Bloss promoted to regional vp-
Midwest region for Seibels Bruce
Insurance Cos. in Columbia, S.C.

Most recently, he was vp-personal
lines underwriting. Mr. Bloss also
was elected executive vp of Ken-
tucky Insurance Co., a subsidiary of
the Seibels Bruce Group.

Steven E. Beck named vp at
John Burnham & Co. Commercial
Insurance in Irvine, Calif. Mr. Beck,
who formerly was property/casualty
manager for Fred S. James & Co. of
Tucson, Ariz., will manage Burn-
ham’s property/casualty depart-
ment.

Insurers

Richard L. Allen promoted to
senior vp of marketing, under-
writing and regional operations at
Peerless Insurance Co. in Keene,
N.H. Mr. Allen’s responsibilities
include Excelsior Insurance Co. in
Syracuse, N.Y., a sister company.

The IRI Index Can Tell You How to Obtain These
Materials, which are either complimentary or at
minimum cost. In fact, The IRI Index is complimen-
tary. To get your copy, write to Mrs. P. A. Sasso, IRI,
85 Woodland Street, Hartford, CT 06 LOR or telephone
her at (203) 52C-741R2.

THE IRI INDEX

Here Is a Handy Digest-sized Booklet of Loss Prevention Information:

20 pages, 5z x 8% inches, describirg publications, 35mm narrated slide presenta-
tions, videotapes and 16mm films offered by IRIL. Perhaps you are running a semi-
nar or a monthly loss prevention work session, or have been asked to participate
in a presentation on special extinguishing systems. Maybe you want to illustrate
your talk with slides or a film. Or distribute literature on a particular loss preven-
tion topic. A few minutes browsing through The IRI Index would direct you to:

OVERVIEW. IRI's total management program for loss prevention and control. |
Get a copy of our complimentary 6-page brochure or ask about the modestly-priced
96-page, 14-section Manual and accompanying Forms Packet. Each section in the
Manual addresses management's role in creating a program to help control specific
situations or prcblem areas within a facility. The sections discuss Impairments to
Protective Systems; Smoking Regulations; Maintenance; Employee Training; New
Construction; Insurance Company Recommendations; Pre-Emergency Planning;
Hazardous Materials Evaluation; Cutting, Welding and Other Hot Work; Loss Pre-
vention Inspection; Fire Protection and Security Surveillance; Fire Protection Equip-
ment Inspection; Hazard Identification and Evaluation; and Proper Housekeeping. z

In addition to printed informatiorn. you might like to preview an introductory -*
slide presentation on OVERVIEW or a case history update, titled “OVERVIEW in
Action.” Your only cost is return shirping.

RSVP (Restore Shut Valves Promptly). This is a total Impairment Handling |
program, found in Section 1 of OVERVIEW. The complete how-to kit includes a file ‘
folder, booklet, shut-off tags and riser labels. Plus, a narrated slide presentation.

Publications. Perhaps, you are lcoxing for information on specific subjects, such
as PCB Contamination, Protection of Data Processing Facilities, Chemical and Petro-
chemical Plants. Or, information of £2neral interest on fire protection developments,
losses, methods and procedures to assist management and supervisory personnel
in preventing loss. This kind of informaticn can be found in our quarterly publi-
cation, The Sentinel. Ask for a compl:meniary subscription.

Slide Presentations, Videotapes and Films.
Main categories include Combustion Safeguards, Com-
puter Installaticns, Extinguishers, Fazardous Mate-
rials, Plastics, anid Rack Storage. Sub; ect matter of
these slide presentations ranges from Arson Detec-
tion to Vapor Clcud Explosions. In addition, there are
films and videotapes you could preview, including the
use of portable fire extinguishers, the maintenance
and operation of sprinkler systems, and a basic dis-
cussion of the science of fire.

ndustrial
isk
nsurers

66,000 properties
insured worldwide

]

Norman H. Burdick promoted
to senior vp-risk management from
vp at Argonaut Insurance Co. in
Menlo Park, Calif. Prior to joining
Argonaut, Mr. Burdick was senior
managing staff counsel in the Chi-
cago office of Home Insurance
Group of New York.

J. Scott Rodeghiero promoted
to vp-corporate claims operations
from second vp-reinsurance claims
at John Hancock Property & Ca-
sualty Insurance Cos. in Boston.

Howard Logue elected regional
vp of SAFECO Insurance Co. of
America in Seattle. Mr. Logue will
continue as the Pacific Northwest
region claims manager.

Peter O. Monrad appointed
president and chief executive offi-
cer of First Transcontinental Life
Insurance Corp., a subsidiary of
Los Angeles-based TPA of America
Inc. Mr. Monrad currently is vp-
insured operations of TPA of
America and executive vp of First
Transcontinental. In addition to
his positions with First Transcon-
tinental, he will continue as vp-in-
sured operations of TPA of
America.

Excess/surplus

Casey Hamlin promoted to vp
of Sherwood Insurance Services, a
wholesale brokerage and managing
general agent in Los Angeles.

Marilyn Thomas promoted to
senior vp from vp at Stewart Smith
West Ine. in Los Angeles. She con-
tinues as manager of the casualty
department and director of
Stewart Smith West.

Reinsurance

Thomas Tartaro joined John P.
Woods Co. Inc., New York reinsur-
ance intermediaries, as executive
vp. Previously, Mr. Tartaro was
departmental vp at Newark, N.J.-
based Prudential Reinsurance Co.

Robert D. Kleppinger pro-
moted to vp-claims of Prudential
Reinsurance Co. in Newark, N.J.
Mr. Kleppinger has headed the
company’s claims department
since he joined two years ago as
functional vp.

Robert F. Kennedy promoted to
vp from assistant
vp in the domes-
tic treaty divi-
sion of American
Re-Insurance Co.
in New York. :

Also at Ameri-
can Re-Insur-
ance in New
York, Edward
E. Duess pro-
moted to vp from
director in the
treaty underwriting department of
the domestic treaty division.

Mr. Kennedy

Other suppliers

Robert B. Shomer promoted to
executive vp of ALTA Health Stra-
tegies Inc. in Salt Lake City, Utah,
the nation’s largest third-party ad-
ministrator as ranked by Business
Insurance. Previously, Mr. Shomer
was vp-marketing.

At The Wyatt Co. in New York,
Howard Peyser, Brian D. Canes
and Joseph Chrostowski joined
as consultants. Mr. Peyser consults
on the legal aspects of employee
benefits. Mr. Canes consults on de-
fined contribution plans and their
administration. Mr. Chrostowski is
a consultant and practice leader in
health and welfare benefits.

At M.G. Skinner & Associates in
Los Angeles, Joseph M. Lally
named executive vp and Alison
Jones appointed vp-operations.
Mr. Lally helped create the firm
in 1979. Previously, Ms. Jones was
director of the agency consulting
group for CIGNA Corp. in Phila-
delphia. ]
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OSHA

Continued from page 1
by October 1988,” Mr. Pendergrass
declared.

The list was developed in the
early 1970s and has not been up-
dated since. OSHA could have up-
dated the standard for the more
than 400 substances on the list in-
dividually, but decided it would be
speedier to update the entire list at
once, OSHA officials explained.

This method of revision is sup-
ported by the National Assn. of
Manufacturers in Washington, ac-
cording to Susan Spangler, direc-
tor of loss prevention and control.

Yet critics charge OSHA's ac-
tions are often too little, too late.

For example, a standard reduc-
ing permissible exposure to ben-
zene was issued after nearly a dec-
ade of debate.

Even Mr. Pendergrass admits
that the amount of time it takes the
agency to get anything done is “a
big frustration.”

So, the question remains
whether OSHA, established by the
Occupational Safety and Health
Act of 1970, is effective in its role
as policeman and team leader for
U.S. employers and employees.

According to Mr. Pendergrass,
“If you look at the records that
have existed since 1970, I think it
is quite evident that OSHA has had
a significant effect” on safety.

He asserts that ““there has been a
fairly steady decline in the past 15
years” in the injury incidence rate.

Yet, according to the Labor De-
partment's Bureau of Labor Sta-
tistics, lost workday injury cases
per 100 full-time workers rose to
4.2 in 1979 from 3.2 in 1972 and
then declined through 1985 to
3.6—not quite the level it had been
previously (see chart, page 66).

Sometimes statistics can “give a
false impression,"” Mr. Pendergrass
said. He said that by continually
refining its inspection methods,
OSHA is increasingly effective.

In addition to conducting ran-
dom inspections and responding to
reports of alleged dangers, com-
plaints, catastrophes and fatalities,
OSHA uses data on workplace in-
juries and illnesses to determine
which industries and activities are
most dangerous. OSHA claims
these inspections have produced
significant results in abating the
worst workplace dangers.

In the manufacturing sector,
OSHA selects for inspection indus-
tries with lost workday injury rates
higher than 3.4 per 100 full-time
workers—the lowest rate in the
last 10 years.

Further targeting occurs within
these industries: OSHA uses com-
pany records on injuries and ill-
nesses to determine the least safe
establishments within an industry.

In addition, OSHA conducts spot
checks in one in every nine manu-
facturing establishments.

OSHA has separate safety and
inspection targeting systems for
construction and maritime work-
places, both of which have higher
injury rates than the manufactur-
ing sector.

More than half of all OSHA in-
spections—55% in fiscal 1985—
were conducted in construction,
where the average lost workday in-
jury rate was 6.9 per 100 full-time
workers in 1984, the last year for
which information is available.

OSHA also uses a targeting pol-
icy to go after industries and
workplaces with a high rate of se-
rious health violations. Special
emphasis programs address uni-
quely hazardous industries such as
trenching and excavation and
farming with migrant labor.

Local special emphasis programs
direct agency resources to work-
places or industries that, on aver-
age, may not be highly hazardous
nationwide but are considered
highly hazardous in selected areas
of the country. These programs
focus on operations and hazards
such as floating fish processing,

cotton dust, logging, oil and gas
well drilling, grain elevators and
copper smelters. .
OSHA measures the success of
its targeting programs by the per-
centage of inspections with viola-
tions. The more violations per in-
spection, so the theory goes, the
more effective OSHA has been in
targeting resources to companies
that are not complying with fed-
eral safety and health standards.
In fiscal 1986, only 22% of the
workplaces targeted for inspection
were in compliance with federal
standards. This compares with a
compliance rate of 37% for all in-
spections and 44% for inspections
stemming from complaints, acci-
dents and follow-ups. These fig-
ures exclude records inspections.
However, from fiscal 1980
through 1986, total violations and
penalties proposed have not in-
creased as steadily as one might
expect from an increasingly so-
phisticated targeting policy.
Continued on next page
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Maybe so. Fortunately, serious mental illness 1s
highly treatable. But what sort of treatment setting is most
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are available. In fact, understanding who needs a private
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your inpatient psychiatric benefits more efficiently.
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Hospitals (NAPPH) has assembled a comprehensive Title
booklet which clearly defines the differences among Company
mental health inpatient providers. We've also included
useful information about the types of patients we treat Address
and the costs involved, plus the latest facts on hospital City

trends and the utilization of inpatient services, all broken out
in easy-to-understand, reproduceable language and charts.
The booklet is free— but the information is invaluable.

TheNational Association of
Private Psychiatric Hospitals

Psychiatric Benefits Wisely”
with all the latest statistics on
mental health inpatient care.

LR R ]

New!

Please send
me a free
copy of
“Using
Inpatient

The National Association of
Private Psychiatric Hospitals
1319 F Street, N.W.
Washington, D.C. 20004

(202) 393-6700

State/Zip—

Bl 9/14



VO / DUstitcos INollurle, oTpLTillDel 13, 1J0 1

OSHA chief has corporate experience

By DEBORAH SHALOWITZ

WASHINGTON—John Ambrose
Pendergrass is the kind of man
who wouldn’t mind being put out
of business—for the right reason,
that is.

“I cannot think of anything bet-
ter than if there is not a need for
an Occupational Safety and Health
Administration,” the OSHA ad-
ministrator says.

However, as assistant secretary
of labor for occupational safety
and health, Mr. Pendergrass tends
to his responsibility for govern-
ment policies and activities aimed
at ensuring the safety and health of
American workers with affable
zeal.

Mr. Pendergrass, who as OSHA
administrator oversees safety and

Subscribe to
The Risk Retention Reporter

today and keep abreast of
risk retention activity being generated
in the U.S. since passage of the
1986 Risk Retention Act!

What the Risk Retention Reporter does:

Monitors formation of risk retention groups
. those jurisdictions
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groups seek to form.

Provides in-depth cover-
age on purchasing groups.
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‘l cannot think of anything better than if there
is not a need for an Occupational Safety and
Health Administration,’ says John Ambrose
Pendergrass, assistant secretary of labor
for occupational safety and health.

health at about 5 million worksites
in the United States, brings to the
agency almost three decades of ex-
perience in occupational safety
and health.

The majority of his career had
been with Minnesota Mining &
Manufacturing Co. in St. Paul,
Minn. During his 22 years at 3M,
Mr. Pendergrass rose from indus-
trial hygienist to associate director

INDEPENDENT INSURANCE
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ORDER FORM
PRICE: $225/year (12 issues) Make checks payable to: IIABC
$245/year (12 issues)
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(415) 9571212 or (800) 772-8988 in California

YesOO NoDO

of the medical department and es-
tablished a well-respected safety
and health program for the com-
pany’s 86,000 employees.

He also helped the company de-
velop an occupational safety and
health products division that pro-
duces and sells videotapes to train
workers on safety and health pro-
cedures. ‘

The most important lesson Mr.
Pendergrass learned at 3M was
how to work effectively with man-
agement, he recalls. A company
safety manager or industrial hy-
gienist must figure out how to sell
programs to management, Mr.
Pendergrass explained.

To do this, Mr. Pendergrass sug-
gests that safety and health man-
agers find a problem that manag-
ers at the company are aware of
and solve it.This helps “establish
your credibility,” Mr. Pendergrass
explained.

It remains important throughout
a safety or health manager’s career

“to make sure people understand
what you're doing and why and
how it's beneficial’”’ to the com-
pany, he said.

These communication skills were
one of the reasons Mr. Pendergrass,
62, was recruited for the top spot
at OSHA, according to Richard
Boggs, vp of Organization Re-
sources Counselors Inc., a Wash-
ington, D.C., management consult-
ing firm.

Organizational Resources spent
six months talking to more than
200 people about applying to be-
come an assistant labor secretary
for OSHA, but most of them were
not interested in the position, Mr.
Boggs related.

“It’s a miserable job,” Mr, Boggs
said. "*The political liability is
great, the frustration at getting
things done is bad and living in
Washington is not the easiest thing
to do.”

Furthermore, ‘“‘for somebody
with lots of experience and back-
ground, the pay is not that good,”
he said.

Occupational Resources even-
tually submitted a list of almost 30
names of potential candidates to
the Scretary of Labor William
Brock.

Mr. Boggs noted that Occupa-
tional Resources does not recom-
mend people for jobs—it only
alerts a client about potential can-

Before taking te';op post at
OSHA, John A. Pendergrass
‘cussed the agency for years.’

didates.

Initially, Mr. Pendergrass said,
his reaction was not positive when
Mr. Boggs approached him about
the position.

“I'd cussed the agency for
years,” he laughed.

But after thinking about it for a
while, he decided he wanted to
help OSHA do a good job, he ex-
plained.

He was confirmed by the Senate
for the post in May 1986 and said

Continued on next page
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1970 law outlines OSHA's authority

By DEBORAH SHALOWITZ

WASHINGTON—The Occupa-
tional Safety and Health Act of
1970 enjoined OSHA to encourage
employers and employees to reduce
the number of workplace hazards
and to either implement new or
improve existing safety and health
programs.

In general, provisions of the act
extend to all employers and their
employees in the 50 states, the Dis-
trict of Columbia, Puerto Rico and
all other territories under the
jurisdiction of the federal govern-
ment.

Regulation is provided either
directly by the federal Occupa-
tional Safety and Health Adminis-
tration or through an OSHA-ap-
proved state program.

The act encourages states to es-
tablish their own job safety and
health programs. Once approved,
OSHA funds up to 50% of the state
plans’ operating costs. State occu-
pational safety and health plans
must provide standards and en-
forcement programs that are at
least as stringent as the federal
program'’s.

Currently, 23 states and two ter-
ritories have their own OSHA-ap-
proved occupational safety and
health plans.

These jurisdictions are: Alaska,
Arizona, California, Connecticut,
Hawaii, Indiana, Iowa, Kentucky,
Maryland, Michigan, Minnesota,
Nevada, New Mexico, New York,
North Carolina, Oregon, Puerto
Rico, South Carolina, Tennessee,
Utah,; Vermont, Virginia, the U.S.
Virgin Islands, Washington and
Wyoming. In Connecticut and New
York, the health and safety plan
covers only state and local govern-
ment employees.

People who are self-employed,
farms that employ only immediate
family members and workplaces
already protected by other federal
agencies, such as the mining indus-
try, are not covered under the
OSHA act. :

Under the legislation, federal
agencies must establish and main-
tain a comprehensive safety and
health program.

OSHA provisions do not apply to
state and local governments in
their role as employers. However,
any state that wants to administer
its own job safety and health pro-
gram must cover its state and local
government workers with stan-
dards at least as stringent as those
for private employees.

Employers of 11 or more employ-
ees must maintain records of oc-
cupational injuries and illnesses as
they occur.

Pendergrass

Continued from previous page
he expects to serve through the end
of his term in 1988.

Mr. Pendergrass’ experience at
other companies and formal edu-
cation help him in that effort.

Mr. Pendergrass, a native of Val-
ley Head, Ala., received a bache-
lor's of science degree in biology
and chemistry from the University
of Alabama in 1948 and a master's
of public health degree from the
University of Michigan in 1855.

He stumbled into the field of oc-
cupational health when he landed
a position as a biologist in toxicol-
ogy studies at the Tennessee Valley
Authority in Muscle Shoals, Ala.,
Mr. Pendergrass recalled. He
worked for the TVA for five years,
which were interrupted by a two-
year stint with the U.S. Navy dur-
ing the Korean War.

Mr. Pendergrass also has held in-
dustrial hygiene positions at Boe-
ing Airplane Co. in Wichita, Kan.
and at American Cyanamid Co. in
New York and in Wayne, NJ. @&

OSHA provisions do not apply to state and Iocal
governments in their role as employers However,
any state that wants to administer its own job
safety and health program must meet standards at
least as stringent as those for private employees.

Accordirg to an OSHA kand-
book, “an cccupational injury is
any injury such as a cut, fracture,

sprain or amputation which results
from a work-related accideat or
from exposzure invelving a single

incident in the work environ-
ment."”

An occupatioral illness is de-
fined as “any akbnormal condition
or disorder, other than one result-
ing frcm an occapational injury,
caused by exposure to environ-
mental factors associated with em-
ployment. Included are acuie and
chronic illness2s and diseases
whizh may be caused by inhala-
tion, absorption ingestion or di-
rect contact witk toxic substances
or harmful agents.”

According to the handbook, all
occupational illnesses must be re-
corded regardless of severity. In-
juries must be recorded if they re-
sult in:

® Death, which must be re-
corded regardless of the length of
time between the injury and death.

® One or more lost workdays.

@® Restriction of work or motion.

® Loss of consciousness.

® Transfer to another job.

® Medical treatment other than
first aid. [ ]
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The professional marketplace
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punctuation as a character). Additional $13.00 charge for blind box ads. Only those reponses  straight advertisements. Mail ads to Margaret Hikido, Classified Advertising, 740 N. Rush
which fit into a business size envelope will be fowarded. Responses are fowarded daily. St. Chicago, IL 60611. For more information call 312-649-5340.
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A current opportunity is available for the new position of Risk
Manager. Under the direction of the Director of Administrative
Services, the RISK MANAGER will be responsible for plan-
ning, organizing, and administering the District's comprehen-
sive Risk Management Program which includes Liability, auto,
and Property Insurance; Loss Prevention, Workers' Compen-
sation Programs, and development of a safety program. A
major aspect of the job will be the administration and manage-
mert of the Worker's Compensation program.

Requires either five years of progressively responsible, com-
prehensive risk management experience, two years of which
must have been as a Worker's Compensation and Safety Offi-
cer OR five years of progressively responsible, comprehensive
risk management experience, three years of which must have
included insurance administration, claims management,
worker's compensation, industrial safety, and loss prevention
program responsibilities. Completion of core courses from an
accredited college or university necessary to major in occupa-
tional health and safety, or public, business, or personnel ad-
ministration or a closely related field may substitute for up to
two years of the required non-specialized experience on the
basis or 30 semester/45 quarter units for one year of experi-
ence.

We provide an outstanding benefits program and our employ-
ees pay no social security.

A district application is required and applications will be ac-
cepted until the needs of the District have been met. For an
application package and additional information contact the
Personnel Division and additional information contact the Per-
sonnel Division at:

COMMERCIAL ACCOUNT EXECUTIVE

Our client, a leading Florida organization with multi-office locations, is
seeking proven producers of medium-to-large commercial P&C accounts.
Formulated plans are to continue thelr upward movement within ranks of the
nations top 100, by beefing up commarcial sales efforts for a major push in
1968, Starting compensation is, in every instance, negotiable but will offer
base salary plus bonus incentives. Our client offers full “in-house” support to
their sales team with solid and long-term markets. Ideal candidates will have
consistent track record or increasing sales figures plus high retention num-
bers and will have experience at either the agency/brokerage ranks or with a
leading direct writing company. High achievers “goal oriented” will com-
mand immediate interest. If interested in exploring these opportunities
plus many othars throughout the USA, please contact us immediately!
GILBERT-HAFNER & CO.

\ 6060 N. Central, #470, Dallas, TX. 75206, (214) 361-9341

CHIEF EXECUTIVE OFFICER

One of the Northwest's largest medical malpractice insurance companies is
currently seeking a Chief Executive Officer.

The qualified person for this challenging position must have a minimum
of 15 years experience in insurance including experience in claims, under-
writing, or marketing, and at least 5 years experience at the senior
management level. A degree in insurance or business administration is
required; an M.B.A. and C.P.C.U. designation are highly preferred.

The diverse duties of this position include working closely with our Board of
Directors and all levels of management; analyzing complex issues and pres-
enting them clearly; coordinating company policies with state Insurance de-
partment requirements; representing the company in dealings with clients,
attorneys, compatitors, and international reinsurers; and directing the com-

=
O?:e'gting

Officer

Anco, Texas' largest privately owned
multilocation Insurance agency, has an
opportunity for a C.0.0.

The qualified person for this new and challenging
position should be able to communicate and imple-
ment the Anco philosophy of efficient and highly
sensitive customer responsiveness. As we adopt our
company-wide automated policy information sys-
tem, we require new policies and procedures. We
seek a manager to assume responsibility for our
agency administrative management group and for
our operating expenses.

pany in a manner consistent with the achievement of established company
objectives.

We are seeking a person accustomed to working as a team member
who offers exceptional management and administrative skills; excellent
written and verbal communication skills; a working knowledge of bud-
geting, statistics, personal computers, and financial reporting; and a demon-

The individual preferably has management
experience in the operation of larger insurance
agencies, brokerages or companies.

%!:‘gtfilea? 'qu:oalrint:e :u?:;r:: oe':tl\z?:t::’:\zr:i tiv‘:i|tnhmg?t:¥t‘zssicmal and depend e e e MLl :"ﬂﬂ"’m 5
aj:la co-workers, an exceptional bunpfits package, and a highly competi- :“‘gtﬁfnﬁu DISTICT ELEL 0ot :
tive salary. For confidential consideration, please send your detailed resume, EI M CA 91 John Van Osdall, President f.‘
professional references, and salary history to: ®1 s;’;‘;;-_ A 91731 ANCO Corporation 2,
Box 2332, Business Insurance 2000
740 Rush St. MINORITIES AND FEMALES ARE ENCOURAGED TO APPLY. PO. Box 218060 Anco."
Chicago, IL 60611-2580 AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER. Houston, TX 77218-8060 Corporation

MALE/FEMALEHANDICAPPED.

Equal Opportunity Employer
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Liquidation dispute

Continued from page 1

205(c)(1) are “claims by policyholders, beneficiaries, insureds
and liability claims against insureds covered under insurance
policies and insurance contracts issued by the company. . .”
and also claims filed against the insolvent company’s estate
by the Illinois Insurance Guaranty Fund.

One step below these claims, according to Section 205(d)(1)

are “all other claims of general creditors.”
. Among the arguments by Mr. Washburn, in his role as lig-
uidator, were that the language of priority (¢) does not en-
compass claims of companies that Reserve and Security Ca-
sualty reinsured and said these claims should be classified
with claims of general creditors under priority (d).

By giving priority to policyholders, the state Legislature
intended to protect insurance consumers and not insurance
companies that can protect themselves, Mr. Washburn con-
tended.

Moreover, if the Legislature had wanted to protect insurers
under priority (c), it would have explicitly included claims
stemming from reinsurance agreements under that priority,
he argued.

The ceding companies argued that the terms of the Illinois
priority statute expressly provides that reinsurance agree-
ments have priority (c¢) creditor status.

In addition, the insurers said the Illinois Insurance Guar-
anty Fund, and not the priority statute, is meant to protect
insurance consumers.

They also argued that public policy considerations compel
a finding that reinsureds are priority (c) creditors of Reserve
and Security Casualty.

At an Aug. 19 hearing, however, Judge Shields accepted the
arguments by attorneys for the

companies would appeal Judge Shields’ decision.

However, Michael M. Marick, with the Chicago firm of
Phelan, Pope & John, disagreed with the decision, contending
that reinsurance claims against insolvent insurers fall within
section (c) of the priority statutes, because policyholders are
already protected from insolvent insurers’ by state guar-
anty funds and because of public policy.

Mr. Marick predicted the decision would not have a signifi-
cant impact on other states that address the issue, although
he did say the ruling could lead to higher insurance costs for
policyholders. i

“It is a significant possibility that premiums could increase
if it turns out that reinsureds are relegated to general credi-
tor status in the insolvency distribution scheme,” Mr. Marick
said.

Attorneys for Mr, Washburn praised the decision, pointing
out that it gives more protection to direct policyholders with
claims pending against insolvent insurers.

‘“We're very pleased with the outcome,'” said James R.
Stinsor,, who represents Mr. Washburn in his capacity as Se-
curity Casualty’s liquidator.

Mr. Stinson, with the Chicago-based firm of Sidley & Aus-
tin, said the decision was ‘‘very significant” and reaffirms
the role of the Illinois insurance director in protecting insur-
ance buyers and making sure that assets of insolvent insur-
ers are distributed to consumers.

“We're very pleased,” said John Gavin, an attorney with
the Chicago firm of Hopkins & Sutter, who represents Mr.
Washburn in his capacity as liquidator of Reserve.

“We think it upholds the rights of policyholders to first
claim on the assets of the estate as opposed to the reinsured
insurance companies,” Mr. Gavin continued.

An attorney for the Illinois Insurance Guaranty Fund also

praised the decision. The Illinois

liquidator.

“If the Legislature wanted to
include reinsurance or reinsur-
ance contracts or reinsurance
issues in the legislation, it would
have done so,’” Judge Shields
said. “We have to presume it un-
derstood the issues and under-
stood the words and understood
the meaning of the various terms.
It did not do so.”

In addition, Judge Shields said he was persuaded by the
argument that reinsurers, as professionals, could have pro-
- tected themselves by purchasing forms of security that would
have enabled them to be paid even before direct policyhold-
ers’ claims were paid.

Moreover, reinsurance contracts are negotiated and thus
should not be treated the same as insurance contracts involv-
ing insurance consumers, the judge said.

Judge Shields also disagreed that policyholders are ade-
quately protected by the guaranty funds, thereby enabling
reinsureds to be treated equally as class (c) creditors.

“They (guaranty funds) don’t protect everyone or anyone
entirely,” he said.

In addition, Judge Shields focused on language in section
(c) of the code that says this section covers claims under
insurance policies and insurance contracts ‘“‘issued by the
company.’

“It doesn't say ‘made,’ it doesn’t say ‘entered into,’ " he
said. “It. . . contemplates policies, in the sense of insurance
policies, as distinguished from insurance contracts.”

In addition, the liquidator has the responsibility of inter-
preting or attaching the plain meaning to the statutory lan-
guage, and his interpretation of the statute is entitled to sub-
stantial deference, Judge Shields said.

“Considering all those factors, the Court approves the plan
of distribution which puts the obligations with respect to
reinsurers in the Category D,” Judge Shields ruled.

In an order entered on Aug. 31, Judge Shields also permit-
ted the liquidator to defer determination of the reinsurance
claims until all claims within priority (c¢) have been paid in
full.

Last week, an attorney for some of the major ceding com-
panies involved in the case said it was uncertain whether the

By giving priority to policyholders,
the Legislature intended to protect
insurance consumers and not
insurers that can protect
themselves, Mr. Washburn says.

fund and the Texas Property &
Casualty Insurance Guaranty
Assn. intervened in the case, sid-
ing with the liquidator.

“It is very important from the
perspective of guaranty funds,”
said Don W. Fowler, with the
Chicago firm of Lord, Bissell &
Brook.

When guaranty funds are not
reimbursed for claims paid to
policyholders from the estates of insolvent insurers, the
shortfall is made up by assessments against licensed insur-
ance companies, the costs of which are passed directly on to
policyholders, Mr. Fowler explained.

“To the extent guaranty funds can’t collect from insolvent
insurers, all of us pay,” he said.

Also benefitting directly from the decision are policyhold-
ers of Reserve and Security Casualty who for various reasons
cannot recover from state guaranty funds, according to at-
torneys for the liquidator.

These policyholders include those who have claims against
Reserve and Security Casualty that exceed the limits that
guaranty funds are permitted to pay for any one claim. The
Illinois guaranty fund can pay a maximum of $150,000 per
claim.

These policyholders will obtain larger amounts if ceding
companies are not included in category (c), attorneys say.

In addition, excluding companies from category (c) that
ceded reinsurance will allow direct policyholders that pur-
chased coverage from Reserve or Security on a surplus lines
basis to recover a higher percentage from the insurers’ es-
tates.

Except in New Jersey, no state guaranty fund covers sur-
plus lines claims, and the New Jersey Surplus Lines Insur-
ance Guaranty Fund does not cover claims owed by Reserve
or Security Casualty (BI, Aug. 10).

Attorneys for insurers and reinsurers say the issue of
whether ceding companies have the same payment priority as
direct policyholders in a liquidation will come up more fre-
quently with the increasing number of insurer insolvencies.

“It's an issue that will be dealt with repeatedly over the
next few years,” said Jonathan Bank, with the Los Angeles
firm of Buchalter Nemer Fields & Younger. [ ]

Air India claims

Continued from page 2
view I have formed of the relevant contracts,” he added.

However, an earlier inter-market arbitration panel hearing
a similar dispute between LMX underwriters led by Mr.
Outhwaite and nine Lloyd’s underwriters led by William
Maitland, chairman of Janson Green Ltd., ruled in Mr. Outh-
waite's favor.

The Outhwaite agency has now lodged an appeal against
the High Court judgment. The appeal is due to be heard in
October or November, said Mr. Hussey.

The appellate court’s decision will “certainly set a legal
precedent on such settlements,” said a lawyer with Ince &
Co., the law firm representing the Outhwaite agency.

While Judge Hamilton’s ruling was only a summary judg-
ment that “does not have a great deal of (legal) authority and
limited precedent value,” the appeal will be heard by a full
appellate court with full discovery proceedings, pointed out a
lawyer from Clyde & Co., the law firm representing the
plaintiffs.

Meanwhile, Mr. Outhwaite has indicated that he will not
pay claims unless pressed by the courts or arbitrators, other
underwriters say. Mr. Outhwaite was not available for com-
ment.

However, excess-of-loss claims presented by the four
plaintiffs in the court case have been paid as a result of the
judgment, confirmed Derek Purssell, claims manager for
the Outhwaite agency.

The four plaintiffs are:

® K H.E. Boden, underwriter for marine syndicate 710,
managed by Laurence Phipps (Agencies) Ltd. Syndicate 710
had participated in GIC's war risk reinsurance policy and on
quota-share contracts for other participating syndicates.
Two layers of excess-of-loss reinsurance purchased by Mr.
Boden's syndicate are at issue in the case: $337,000 excess of
$50,000 and $750,000 excess of $387,000, both confined to
war risks reinsurance, court papers state.

Judge Hamilton ruled that Mr. Boden was entitled to re-
ceive payments of $45,316.50 to cover interim payments for
the Air India loss.

® John Tilling, underwriter for aviation syndicate 340,
managed by Gravett & Tilling (Underwriting Agencies) Ltd.

® Michael Gravett, underwriter for non-marine syndicate
227, also managed by Gravett & Tilling.

Both Mr. Tilling and Mr. Gravett's syndicates have two
excess-of-loss reinsurance layers at issue: $250,000 excess of
$50,000 and $500,000 excess of $300,000, confined to war risk
losses. Both underwriters have made interim payments
quota-share reinsurance claims and were judged to be enti-
tled to excess-of-loss reinsurance payments of $97,869.81,
court papers state.

® Peter Hardy, underwriter for marine syndicate 382,
managed by Hardy (Underwriting Agencies) Ltd. Mr. Hardy’s
syndicate has one excess-of-loss layer at issue: $100,000 ex-
cess of $200,000 covering both war risks and all risks.

The syndicate took part in both GIC's war and all-risk
reinsurance policies and, furthermore, has paid $371,275 in
claims and is entitled to $9,523.80 in excess-of-loss pay-
ments, according to court papers.

Many other Lloyd’s and London market underwriters are
awaiting the appellate decision before presenting claims to
their LMX reinsurers, sources say.

However, Mr. Tilling believes some claims already are
being presented to LMX underwriters as a result of the initial
judgment.

“Mr. Outhwaite is not the only underwriter refusing to pay.
Collections are now on their way round again” in the after-
math of Judge Hamilton's decision, Mr. Tilling said.

This type of inter-market dispute normally would never
reach the British courts but instead would be settled either
by agreement or arbitration. However, because of the large
amounts involved in the Air India case and the long delay be-
fore arbitration, underwriters were anxious to seek payment
from reinsurers, observers say.

Because the matter now will receive a full court hearing, a
precedent will be set, underwriters say.

Continued on next page
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BOND UNDERWRITER

Pasition open for qualified individual to
market and service fidelity and security

experience required. Career opporiunity
for the right person. Send resume and sal-
ary requirements to Sue Russo, Pinnacle
Insurance Company, P.O. Box 1919, Car-
roiton, GA 30117,

.accounts, in New Atlanta office. 4-6 years |-

RETAIL TRUCK
PRODUCERS WANTED
Due to program expansion, we are
currently seeking experienced, li-
censed, retail producers to repre-
sent “A" rated truck physical dam-
age program in the following states:
Florida, Georgia, Kentucky, Missis-
sippi, Oklahoma, Virginia and W. Vir-

ginia.
Please reply to:
Box 2320, Business Insurance
740 Rush S5t
Chicago, IL 60611-2590

ecutive Sea

Risk Management, Benefits and
insurance Professionals

6 Holcomb St PO Box 16006

West Haven, CT 068516
(203) 933-1978

HARVARD AIMES GROUP
Executi rch

West Coast based surplus lines broker/mga
interested in opening an office in Kansas
City. Manager candidates should have muli-
ling, excess & surplus lines experience.
Knowiedge of retall producer sources in the
states of Kansas, Missouri & others essen-
tial. Management experience preferred. Ex-
cellent benefits, salary commensurate with
experience, Reply with salary requirements 0:
Executive Vice President
M. J. HALL & CO,, INC.
P.O. BOX 192
STOCKTON, CA 85201-0192

L
SURPLUS LINES BROKER-MGA

CONTROLLER :
Attorneys’ Liability Assurance Society Inc., a mutual insurance company providing
professional liability coverage to large US. law firms, is in the process of establishing
U.S. operations in Chicago, lll. and has an immediate need for a Controller.
Reporting to the President, the Controller will have full managerial responsibility for
the administration of the financial, accounting, data processing and budgeting func-
tions of ALAS. Responsibilities will include the development, implementation, opera-.
tion and performance of all accounting systems, books and records, regulatory
compliance, data collection and reporting.
Qualifications:
« Professional accounting designation with 5-10 years experience as Controller, o
equivalent, in the insurance/reinsurance industry;
» Sound, working knowledge of general and insurance accounting principles;
» Working knowledge of EDP and systems design, and their application to under-
writing, claims, accounting and administration.
The successful candidate must have initiative, excellent interpersonal skills, creativ-
ity, and the ability to develop and analyze information.
Send complete resume including salary history:
D. J. Begley
P.0. Box 1050
Bryn Mawr, PA 19010

manage office in New Orleans,
Louisiana. Call E. Wick, 1-800-
521-1918.

E & S MANAGER AGENCY/BROKER SPECIALIST
National Underwriting Agency Sg?—ﬁl?lgégﬁgakgs
seeking experienced person to HALE SEARCH GROUP

EXECUTIVE SEARCH & RECRUITMENT
MR, BOB F. REECE

resume & requirements to:

2596-C Reynoida Rd.
BURNS & WILCOX LTD. s
National Underwriting Managers “""5‘(9 ‘2;“;;“- NC 27106
— alle
PROPERTY SPECIALIST

We seek an individual who is a self-starter, motivated, has
strong skills & experience in property area including sales
ability. Good knowledge of COMMERCIAL PROPERTY
RISKS in Mid-Atlantic Region & contacts to facilitate expan-
sion of property activity for a large independent insurance
intermediary. New position, Mid-Atlantic states (not New
York), suburban site, opportunity plus. . .

This challenging position offers growth potential. Please send

Ms. Robin Wolfe
Bryson Associates Inc.
P.0. Box 545
L Jenkintown, PA 19046




b | DWotitCod 11607 UIELE, WITLTIIIDEL 177, LJOH

Some brokers laugh
all the way to the b

risky business.

over

Bill Rosenfeld, President, Canon Insurance Service

Richard Masters, President, Richard Masters Insurance Services, Canoga Park, CA

When Richard Masters needs to cover carpeting, furniture or phar-
maceutical accounts, hé calls Canon. And Canon responds with
coverage that gives him a reason to smile. From property to casualty,
we're the risky business specialists. We've eamed a Ph.D. in pre-
schools. Mastered surplus lines. And graduated with honors in con-
dominium coverage. When it comes to degrees of difficulty, we're
well-educated. If you're not calling Canon for hard-to-place lines, the
joke may be on you. Canon: the placement professionals.

canon

Insurance Service
9171 Wilshire Boulevard, Suite 509, Beverly Hills, CA 90210
213-859-8600 Fax: 213-278-3617 - Telex: 67 3616

and proud of it

You wouldn’t have us any other way, and neither
would we. Being hard-headed, we’re practical and
unsentimental about your assets, so we can
place realistic, objective values on them.
Values that won’t leave you cliff-hanging should you
need to insure against risks, prove a loss, negotiate
the most advantageous terms for condemnations,
mergers or acquisitions, and many other business
and financial imperatives.

Call or write Industrial. You can count on us to be
hard-headed.

Industrial Appraisal Company

222 Boulevard of the Allies
Pittsburgh, PA 15222

Nationwide service from offfices in 24 cities.

Air India dispute

Continued from previous page

“If we lose the appeal, it could
seriously affect reinsurers’ outlook
when writing excess-of-loss busi-
ness,”” noted the Outhwaite
agency’s Mr. Purssell.

Until recently there was no men-
zion of loans in LMX policy word-
:ng, but it was always generally
accepted by marire LMX un-
derwriters that ‘‘loan payments’’
were not covered by LMX con-
“racts, said Mr. Purssell.

However, following 1986 renew-
als, some marine LMX un-
derwriters began to deliberately
eéxclude loan coverage in policy
language as a result of the Air
“ndia dispute.

When the 14 LMX underwriters
on the policy led by Mr. Outhwaite
—who took a 26% line—first were
approached for payment, all but
one—who had a 5.3% line—refused
to pay, according to Mr. Purssell.

LMX underwriters in the avia-
tion market, however, have tended
to take a different view of the dis-
pute and indeed some underwriters
in both the marine and the aviation
markets are settling the claims for
“commercial” reasons, market ob-
servers noted.

However, if the appellate court
finds that the Outhwaite agency
cannot use market practice as an
zrgument against paving the Air
India claims, LMX reinsurers
seriously will have to rethink their
position and even introduce a
standard clause relating to loan
payments, according to Mr. Purs-
sell.

Meanwhile, Stephen Merrett,
chairman of Merrett Holdings
P.L.C. and a leading Lloyd’s LMX
underwriter, does not believe the
judgment will have a major impact
cn the market.

“The judgment merely looks
back at a stage of development in
the excess-of-loss market,"” he
said, adding the aviation market
Las done a “good deal to make this
sort of thing less likely” since the
Air India crash.

““There are discussions in the
aviation reinsurance market to en-
sure that relationships don't allow
a division of this sort to develop,”
ke said.

The Air India incident is an iso-
lated case, Mr. Merrett explained,
adding that ‘it is very rare that
such an extraordinarily protracted
arbitration process is arranged.”

‘t am convinced that there ought to be the choice
available to policyholders of one hull policy
covering war and all-risks,’ says Mr. Bolton. ‘it
would then be up to the insurance industry to sort
out all the spurious arguments afterwards.’

The reinsurance dispute stems
from a market agreement known as
the “50/50 provisional claims set-
tlement.”

On Oct. 12, 1983, a standard
form—the AVS 103 or 50/50 provi-
sional claims settlement clause—
was introduced into the London
aviation market “clearly drafted to
protect an insured airline who ef-
fected separate all risks and war
risks cover,” said Judge Hamilton
in his judgment.

This clause—“of obvious benefit
to the insured and credit to the in-
surance market”’—provides that
aviation all risk and war risk in-
surers each advance 50% of the
claim to the policyholder if the
claim is disputed, he noted. The
two sets of underwriters then de-
cide ultimate liability through ar-
bitration.

Air India’s insurer, GIC, pur-
chased separate reinsurance for
war risks, 79.7% of which was
placed in the London market, and
all risks, 75.15% of which was
placed in the London market.

The GIC reinsurance had a 50/50
claims agreement, according to
court papers.

This clause agreed to “‘provision-
ally fund"” a claim by a “loan on
the basis of 50%/50% or as mutu-
ally agreed between the respective
leading underwriters” if there are
circumstances ‘“‘which give rise to
reasonable doubt' as to whether
the hull “all risks" or hull “war
risks” insurers were liable for the
claim.

However, although Air India's
claim was promptly paid by GIC,
the uncertainty surrounding the
disaster caused London reinsurers
to delay payment to GIC, despite
the 50/50 clause.

London reinsurance broker C.T.
Bowring & Co. Ltd. was forced to
pay a ‘“‘substantial” amount of the
reinsurance claim to GIC, while
all-risk and war risk reinsurers
squabbled over who should pay the
claim (BI, Aug. 19, 1985).

Tony Bolton, chairman of Bowr-
ing Aviation Ltd., refused to dis-

cuss details of the Air India settle-
ment but confirmed that “all but
$200,000" has been paid to GIC by
the reinsurers.

GIC’s hull war risk reinsurance
is led in the London market by ma-
rine syndicate 932, managed by
Janson Green Ltd., confirmed Mr.
Maitland. GIC’s hull all-risk rein-
surance is led by aviation syndi-
cate 90, better known as the Ariel
syndicate, which is managed by
Methuen (Lloyd's Underwriting
Agents) Ltd., a spokesman con-
firmed.

Both war risk and all-risk rein-
surers refused to discuss details of
the Air India settlement before ar-
bitration.

“There is nothing wrong with the
existing 50%/50% agreement,” ac-
cording to Mr. Maitland, adding
that the only alternative is to have
aviation all-risk underwriters pay
the full loss and then prove a claim
is a war risk loss.

“Providing the policyholder gets
paid one way or another, the rest is
a market matter,” Mr. Maitland
noted.

Some brokers, however, believe
the London market should now
bring back the option of writing
both war risk and all-risk aviation
reinsurance coverage under the
same policy.

“I am convinced that there ought
to be the choice available to poli-
cyholders of one hull policy cover-
ing war and all-risks,” said Bowr-
ing’s Mr. Bolton. “It would then be
up to the insurance industry to sort
out all the spurious arguments af-
terwards.”

Also, by offering both types of
coverage under one policy, un-
derwriters could “‘stop the flood
out of London of all-risk busi-
ness,” Mr. Bolton noted.

Mr. Merrett, however, disagrees.

“There is no reason why policies
shouldn’t be placed in two mar-
kets,”” he said, adding that any
problems are confined to the insur-
ance industry, since airlines buy
only one policy covering all types
of risks, including war risks. B

A MEMBER COMPANY OF THE W.R. BERKLEY CORPORATION

ADMIRAL

INSURANCE COMPANY

1255 Caldwell Road

Cherry Hill, New Jersey 08034
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NYIE liabilities

Continued from page 1

The chairman of the security
fund's board of directors has com-
mitted to work with the exchange
to develop the Syndicate 100 plan,
and security fund and exchange
leaders agreed to ask the New York
Insurance Department for help
with the plan.

Separately, the NYIE board also
voted to petition the deépartment to
liquidate three of the eight syndi-
cates it previously declared insol-
vent. Exchange officials refused to
identify the three syndicates.

Meanwhile, exchange members
are divided over the impact that
the Tillinghast report and the sub-
sequent security fund drawdown
may have on the exchange.

Concerns expressed by under-
writing managers and others in-
clude:

® The possibility that current
syndicate members—or former
members whose deposits are still
held by the security fund—could
challenge the drawdown in court.
This, in furn, could slow the Syn-
dicate 100 plan and deplete secu-
rity fund assets available to cover
the insolvencies, observers say.

““That potentially could tie
things up for a long time, with
nothing being resolved. That could
be very damaging,” said one ob-
server who asked not to be named.

® Uncertainties over whether
the funds raised by a future assess-
ment of underwriting members
could be used to cover the current
group of insolvencies.

In a Sept. 3 memo to members,
NYIE President Joseph Fahys
noted the exchange board’s power
to assess each syndicate up to
$500,000 to meet unpaid contrac-
tual obligations “in the event of
future insolvencies.”

This section of the exchange con-
stitution provides only that the as-
sessments may be made ‘“for pur-
poses related to an insolvent
underwriting member” without
specifying whether the insolvency
may be an existing one.

Another section, however, pro-
vides that in the event of one or
more insolvencies, the security
fund will not be liable to pay more
than the amount existing in the
fund on the date the syndicates are
declared insolvent by the board.

“It’s not clear to me what di-
rection will be taken there,” said
John Slattery, senior vp with Pan
Atlantic Management Corp., one of
the NYIE’s largest underwriting
managers.

® The possibility the drawdown
could push syndicates currently
close to the exchange’s minimum
capital and surplus guidelines into
an impaired condition.

Syndicates count their initial
$500,000 deposit to the security
fund as part of their surplus.

As of June 30, at least three syn-
dicates were within $500,000 of the
exchange’'s minimum surplus re-
quirement of $2.2 million for mem-
bers writing property/casualty or
life/health business, though only
one of the syndicates was actively
underwriting. Several other syndi-
cates would be close to the $2.2
million minimum after the draw-
down based on the June 30 figures.

® The exchange's ability to at-
tract profitable reinsurance busi-
ness could be damaged in the wake
of the drawdown. In addition,
some fear the exchange's ability to

attract new syndicate investors
also could be damaged.

The drawdown—coupled with
the recently announced with-
drawal plan of The 1792 Co,, pe-
rennially the exchange’s largest
syndicate—is ‘‘the death knell of
the exchange as far as we are con-
cerned,” said one major exchange
broker who asked not to be named.
“There's just no way that anybody
is going to place their reinsurance
on the exchange at this point.”

The broker noted that when he
recently tried to place a retroces-
sion for one exchange syndicate
with another syndicate, the ceding
syndicate’s parent company re-
fused to accept the second NYIE
syndicate as adequate security.

“Whether it’s right or not, the
perception of the exchange is that
it is not a market that (ceding com-
panies) would want intermediaries
to place business with,” the broker
said. “Their credibility is zero.”

But others see the drawdown as a
step in the right direction.

Y1 frankly view this as a more
positive development than a nega-
tive development,” said Roy G.
Nelson Jr., president of Johnson &
Higgins Willis Faber (USA) Inc,,
one of the largest NYIE under-
writing managers. **This will allow
them to move forward with the
Syndicate 100 rescue plan.”

Mr. Nelson noted that syndicates
that will be hurt most by the draw-
down are those with only $3 mil-
lion to $4 million in surplus. How-
ever, he added that such syndicates
already were having problems at-
tracting business because their
surplus is not large enough to gain
the approval of ceding insurers’ se-
curity committees.

“The sense of fear for the de-
struction of the exchange because
of the security fund being drawn
down is ridiculous,” added Peter
H. Bickford, an attorney with the
New York firm of Calinoff & Katz
and former general counsel of the
exchange.

“It's a gloomy event because you
are funding the mistakes of your
colleagues. But on the other hand,
as a market mechanism, it's doing
exactly what it was supposed to
do,"” Mr. Slattery observed.

Since last summer, the ex-
change’s board has declared eight
syndicates insolvent. These are The
Heartland Group Inc., Burt Syndi-
cate Inc., First New York Syndi-
cate Corp., Realex Group N.V_,
KCC New York Syndicate Corp.,
Candon Syndicate N.V,, Pine Top
Syndicate Inc. and U.S. Risk Ine.

Only one of these syndicates,
Heartland, has been ordered lig-
uidated by a New York court.

The $25 million drawdown is
coming out of the exchange’s de-
posit fund, which totaled $25.5
million at year-end 1986 and
which was built with $500,000 ini-
tial contributions required of each
syndicate member.

The two-part security fund also
includes a surcharge fund, to
which each syndicate contributes a
percentage of gross written pre-
miums, and which must be drawn
on first if the security fund be-
comes liable for insolvent syndi-
cates’ obligations. The surcharge
fund totaled $13.6 million at year-
end 1986.

In a Sept. 3 memo to exchange
syndicates, Patrick J. Foley, chair-
man of NYIE Security Fund and
associate general counsel of
American International Group

Inc., reported that the surcharge
fund would not be adeguate to
cover the insolvent syndicates and
that the deposit fund would thus
be drawn down.

The security fund board had
reached this conclusion after a re-
view of a preliminary draft of the
Tillinghast report, Mr. Foley's
memo says.

Exchange sources add that the
drawdown decision also was
prompted by the board’s desire to
block New York Insurance Depart-
ment liquidators from drawing on
the deposits of syndicates that may
be placed in court-supervised lig-
uidation.

Heartland’s liquidator drew
down the syndicate’s $500,000 de-
posit soon after Heartland was or-
dered into liquidation earlier this
year, sources note.

Mr. Fahys, Mr. Foley and other
exchange officials declined to
comment for the record on the Til-
linghast report, which covers six
of the eight insolvent syndicates.

However, exchange members
were told at a meeting last week
that unpaid obligations could
amount to three times the amount
available in the security fund or
more, according to several ex-
change sources who requested ano-
nymity.

Mr. Fahys also declined to com-
ment on details of the Syndicate
100 plan until after the exchange
board reviews it.

Under a July draft of the plan,
insurers that ceded business to the
insolvent syndicates would be
asked to accept novation agree-
ments under which they would col-
lect a percentage of the claim pay-
ments owed them.

The security fund drawdown
may encourage commutations of
reinsurance contracts with ex-
change syndicates by ceding com-
panies, some of which have re-
sisted commutations with the
expectation that they would even-
tually collect 100 cents on the dol-
lar from the security fund, accord-
ing to one attorney who asked to
remain anonymous.

“I think there was a lot of sur-
prise initially at the revelation that
the security fund would not be
enough to cover the shortfall,” ac-
cording to the attorney, who said
he already has received calls from
ceding insurers taking a second
look at commutations.

Meanwhile, underwriting man-
agers and others express concern
about the exchange’s ability to at-
tract new syndicate investors.

Problems related to the security
fund are not the most important
potential roadblock to new invest-
ment, the attorney said. Instead,
the biggest concern is over a possi-
ble exodus of current underwriting
members from the exchange, leav-
ing fewer syndicates to share the
exchange’s expenses.

Several syndicates recently filed
notices of their intention to with-
draw from the exchange, including
1792 and Golden Hill Syndicate
Ine.

While members’ security fund
liabilities are capped, the attorney
noted, syndicates’ obligations to
cover the expenses of operating the
exchange—including fixed costs
related to its building and com-
puter systems—are not.

“That to me is a far more impor-
tant concern than the drawdown,
the possibility of which has always
been there,” the attorney said. =

Pension managers lack coverage: Survey

About half the firms that manage pension plan funds
responding to a recent survey are operating with-
out errors and omissions insurance, according to Wil-
liam M. Mercer-Meidinger-Hansen Inc.

The New York-based employee benefits consulting-
firm surveyed 119 management companies, all but
four of which are responsible for pension assets of $50

million or more.

“Pension plan sponsors are hiring asset managers
whether they have E&O insurance or not,” said Donald
Gingery, associate in Mercer’s Louisville, Ky., office.

“As a matter of fact, based on our survey findings, if
they only hired investment advisors with this coverage,
they'd be cutting the universe of available investment
management firms in half.”

The survey shows that the majority of respondents,
66.4%, say their clients have not asked them to ob-
tain E&O coverage.

Of the firms that do have E&OQ coverage, only 10 of

the 59 firms reporting have less than $500 million
in funds under management. And about 91% of the
firms have never filed a claim. a

Update

WPPSS bond settlement

TUCSON, Ariz—Insurers that hold about 15%, or $348 million,
of the $2.25 billion in defaulted Washington Public Power Supply
System bonds may share in a $92 million settlement.

Dozens of brokerage houses and bond underwriting syndicates
agreed to pay the settlement to resolve a class-action suit brought
by bondholders that charged the concerns sold the bonds using
misleading information between January 1977 and June 1983.

Spokesmen for most of the brokerages and underwriting syndi-
cates contacted say their firms are not insured for the loss but
that the payouts will not materially affect their companies.

The agreement, which is subject to the approval of a U.S. Dis-
trict Court judge in Tucson, does not include an admission of fault
or liability, said William Clark, a vp for Merrill Lynch & Co. Mer-
rill Lynch expects to pay about $3.2 million of the settlement.

In addition, Smith Barney, Harris Upham & Co. will pay $4.26
million, Salomon Brothers Inc. will pay about $3 million and Pru-
dential-Bache Securities Inc. will pay less than $5 million.

WPPSS sold the bonds to fund construction of two nuclear
power units, but the project was canceled in 1982. WPPSS de-
faulted on the bonds in 1983 (BI, Aug. 1, 1983) after the Washing-
ton State Supreme Court ruled that participating utilities lacked
legal authority to repay the bonds. The default cost AMBAC In-
demnity Corp. about $25 million in financial guarantee losses (BI,
Oct. 20, 1986).

Additional litigation also is pending against utilities, state offi-
cials, engineers, financial consultants and law firms involved in the
project.

Judge stays Robins lawsuits

RICHMOND, Va—U.S. District Judge Robert Merhige Jr. has
stayed lawsuits filed recently against A H. Robins Co.’s directors
and officers, its liability insurer, its outside auditor and subsid-
iaries by the committee representing Dalkon Shield claimants.

In issuing the stay, Judge Merhige said it was appropriate to
conserve Robins' estate by avoiding unnecessary legal expenses, a
company spokesman said. Judge Merhige permitted the suits to be
filed—even though Robins is in bankruptcy—so that the statute of
limitations would not expire.

One of the suits alleges that Robins officers acted with gross
negligence and breached their fiduciary duty concerning the manu-
facture and sale of the Dalkon Shield intrauterine device (BI, Aug.
24).

Robins, whose proposed merger with pharmaceutical manufac-
turer Rorer Group Inc. is pending, recently filed an amended
reorganization plan in U.S. Bankruptey Court. Robins faces more
than 200,000 claims from women who used the Dalkon Shield.

Argonaut acquisition fails

LOS ANGELES—The stock price of Los Angles-based Argonaut
Group Inc., parent of Argonaut Insurance Co., plunged last week
after acquisition talks with Clarendon Group Ltd. broke down.

Argonaut’s stock price fell last week to $43.25 per share on Sept.
10 from $51 per share on Sept. 4.

Argonaut said its was unable to hash out the details of $52-a-
share acquisition offer from Clarendon, a Bermuda-based insurer.
Argonaut has 11.7 million shares outstanding. “A conclusion to
those negotiations is unlikely,” an Argonaut spokesman said.

Argonaut would not elaborate on the details of the negotiations.
Clarendon officials did not return phone calls.

Argonaut’s net premiums written in the first six months of 1987
totaled $164.2 million. Work comp represents more than 60% of
Argonaut’s total business, with general liability being the next
major line.

Argonaut’s net income in the first half of 1987 more than doubled
to $41.3 million, including capital gains of $7.7 million, from $17.1
million in the first six months of 1986, including capital gains of
$3.9 million.

Briefly noted

Stewart Wrightson Ltd. Chairman Alan Colls has refused a
place on the Willis Faber P.L.C. board of directors following the
merger of the two London brokers. Mr. Colls resigned as a director
partly because of Willis Faber's inability to agree to takeover terms .
with Nicholson Stewart Wrightson Ltd., a specialist aviation rein-
surance broker 51% owned by Stewart Wrightson, that Mr. Colls
helped found. In addition, three directors that own the other 49% of
Nicholson Stewart Wrightson have exercised their option to pur-
chase all shares in the company. . . . The California Insurance De-
partment has issued a cease and desist order against Insurance
Corp. of America, a West Virginia corporation based in Boca Raton,
Fla., that claims to operate free of state or federal regulation. The
department has set a Sept. 17 hearing on the order. . . . Twelve in-
surance companies, led by Royal Insurance Co. of Toronto, have
paid $41 million Canadian ($31.1 million) to settle a claim arising
from an October 1986 fire at a Montreal shopping plaza, repre-
senting the largest insurance payout in Canada in more than a
decade. . . . The 1987 editions of Best’s Insurance Reports are
due out beginning this week, said a spokeswoman at A.M. Best Co.
Inc. The Life/Health edition is expected to begin shipping today,

while the Property/Casualty edition will be shipped starting Sept.

21, she said. “I believe they’re actually coming out earlier than last
year's,” said a Best spokesman in response to comments that the
editions were overdue. ... Medicare payments to individual
health maintenance organizations will increase an average of 13.5%
nationwide on Jan. 1, the federal Health Care Financing Adminis-
tration announced last week. Total Medicare payments to HMOs
are projected to increase 68% to an estimated $3.7 billion in fiscal
1988 because more Medicare recipients are receiving coverage from
HMOs and because of the growth in Medicare outpatient services,
said an HCFA spokeswoman.
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Oregon allows banks to sell insurance

SALEM, Ore.—State-chartered banks and bank holding
companies in Oregon will be allowed to sell all types of insur-
ance, except title insurance, beginning Sept. 27 under a re-
cently enacted law.

H.B. 2451, which was introduced at the request of the Ore-
gon Bankers Assn. and signed into law by Gov. Neil Goldsch-
midt in July, expands the powers of banks in the state to
include insurance sales.

Insurer and insurance producer trade associations lobbied
unsuccessfully to convince legislators to kill the bill, accord-
ing to Mary Jo Whittaker, executive vp for the Professional
Insurance Agents of Oregon in Salem.

The banking industry “tried during the last three sessions
to get this type of a bill through. . .and finally garnered
enough political support” to succeed, Ms. Whittaker said.

Chief among the insurance industry’s concerns about banks
selling insurance is the potential for the bank or bank hold-
ing company to influence its customers to purchase insurance
from the bank in return for securing a loan or other service
from the bank.

“Banks could use their leverage to coerce, either explicitly
or implicitly, consumers who purchase insurance,” said Jay
H. Berman, director of state affairs for the National Assn. of
Professional Insurance Agents in Alexandria, Va.

“There are major problems with bringing banks and insur-
ance even remotely together under one roof, and the No. 1
problem is coercion,” said Mr. Zeman.

“There is no way to get around the feeling of bank custom-
ers that buying insurance from the bank just may help them
get that loan,"” Mr. Zeman added.

But while insurance industry lobbyists were unsuccessful
in stopping the legislation, they were able to persuade legis-
lators to add amendments to the bill requiring banks to issue
disclosure statements to clients saying they were not required
to buy insurance from the banks. Also, the law requires the
insurance operations to be physically separated from bank-
ing activities.

“The issues were argued through the legislative process
and they did recognize two of our major concerns,” acknow-
ledged James S. Stickles, regional vp for the Alliance of
American Insurers in San Francisco.

Under guidelines spelled out in the law:

® A bank’s insurance activities fall under the supervision

I Around the states |

of the insurance commissioner. A bank also must submit to
the commissioner a formal business plan of its insurance ac-
tivities and show evidence of satisfactory management of its
insurance operations.

® Any insurance agency activity must be physically se-
parated from the premises where a bank conducts its busi-
ness.

® Those who sell insurance for a bank must conduct no
other activities for the institution.

® Prior to selling any insurance policy, a bank must inform
customers in writing that they are not required to purchase
insurance from the bank as a condition of obtaining any
other service or engaging in any other transaction with
the bank.

® A bank or bank holding company must file a written
report to the state Insurance Department no later than March
31 of each year that details its insurance activities, the con-
tents of which will be established by the insurance com-
missioner. '

® Banks are prohibited “from using customer information
obtained from another insurance agent to promote, develop
or solicit insurance business for the bank unless the other
agent consents to such use of the information.”

Although legislators adopted amendments to address the
issue of coercion, the industry’s remains concerned about it,
sources say.

Customer coercion is “not alwavs explicit; oftentimes it is
only implied, but these things often go together like mar-
riage,” said Ms. Butterfield.

Even though banks are now required to issue a disclosure
statement to clients, “there’s no such thing as a regulatory
wall to protect consumers” from coercion, Mr. Berman
stressed.

By Linda J. Collins

Michigan workers compensation law

DETROIT—Two Michigan employers that self-insure their
workers compensation risks and three insurers are challeng-

Outhwaite settlement

ing a recent Michigan law that would force them to pay more
than $23 million in additional coordinated workers compen-
sation disability benefits. b

The controversy surrounding the new law, which reverses a
state Supreme Court decision, stems from a March 31, 1982,
law allowing an employer to offset an injured employee’s
workers compensation disability payments by the amount of
money the employee receives from employer-paid benefit
programs.

The Michigan Supreme Court ruled in October 1985 that
the offset should apply to workers compensation benefits
paid to all workers, regardless of when they were injured, for
benefit periods subsequent to March 31, 1982. However, the
Legislature adopted a law in May 1987 stipulating that
the offset should apply only to persons injured after law went
into effect on March 31, 1982.

Detroit-based General Motors Corp., which faces an addi-
tional $15 million in liabilities under the new law, and Ford
Motor Co., which faces an additional $7 million in liabilities,
filed the original suit against Attorney General Frank Kelley;
Edward Welch, director of the state’s Bureau of Workers’
Compensation; the AFL-CIO; and a few employees that have
received workers comp benefits.

Also filing suit was Detroit-based Michigan Mutual Insur-
ance Co., which faces a $1.5 million payout, according to Tom
Hoeg, MMI vp and general counsel.

The plaintiffs were later joined by Citizen Insurance Co. of
America in Howell, Mich., and the privately operated Michi-
gan Accident Fund in Lansing, Mich. Figures were not avail-
able about the payout the additional plaintiffs faced.

“If this law is allowed to stand, judicial decisions will have
no certainty because the Legislature can change the laws, Mr.
Hoeg said.

In addition, some employees are receiving far more in ben-
efits than they received in income while working, he pointed
out.

The Michigan Supreme Court late last month declined Gov.
James Blanchard’s request to take jurisdiction of the case, so
it will continue to be heard by a judge in Ingham County
Circuit Court in Lansing.

However, Mr. Hoeg predicts that any lower court decision
will be appealed to the state Supreme Court.

—By Meg Fletcher
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Underwriters and reinsurers estimate the amount of
outstanding liabilities and the runoff reinsurers estab-
lish a premium based on that estimate.

Mr. Skey had been forced to keep syndicate 219’s ac-
counts open for the 1984 underwriting year because
Mr. Outhwaite had refused to settle on a claim of
$447,091.

But the 1984 accounts of the syndicate will be closed
next year, Mr. Skey said.

Meanwhile, one syndicate that had taken the Outh-
waite agency to court over its refusal to pay claims
now is appealing a ccurt denial for a summary judg-
ment.

Marine syndicate 764/763, underwritten by Norman
P. Compton and managed by Philip N. Christie & Co.
Ltd., had filed a lawsuit in London’s High Court
against the Outhwaite syndicate in January in an at-
tempt to recover $627,094 in claims it made on a $5
million runoff policy.

An appeal hearing will be held Sept. 29, a Christie
spokesman said.

tration because (the claim) has been denied,” said Paul
Archard, managing partner of Murray Lawrence &
Partners. -

However, the arbitration has been a time-consuming
process to set up, said Mr. Archard.

“Part of the problem has been finding experienced
people in the market to act as arbitrators who are not
themselves involved in a dispute,” he said.

No date has been fixed for arbitration, he said.

Several other syndicates have been forced to keep
their 1984 underwriting accounts open as a result of
Mr. Outhwaite’s refusal to pay runoff policy claims.
These include:

® Non-marine syndicate 570/347, managed by M.H.
Cockell & Partners and underwritten by Michael
Cockell. The syndicate filed its first claim for $1.47
million last November after it had reached the attach-
ment point under a runoff reinsurance agreement that
covered all liabilities exceeding $12 million.

However, the Outhwaite syndicate asked for proof of

loss and reserved its

“We have been unable
to reach common
ground,” said Mr. Purs-
sell, commenting on the
dispute with the Chris-
tie syndicate.

Several other Lloyd's
syndicates are taking
Mr. Outhwaite to arbi-
tration. They are:

® Marine syndicate
17/16/18, underwritten by J.A. Oliver, and non-marine
syndicate 15, underwritten by D.A. Barker. Both are
managed by Stewart & Hughman Ltd.

“Arbitrators have been agreed between both parties
and we are proceeding towards arbitration,” com-
mented Peter Stilwell, underwriter for Stewart &
Hughman.

Lloyd’s members estimate that Mr. Quthwaite’s re-
fusal to pay claims may cost the syndicates 6.8 million
pounds ($11.2 million at current exchange rates) out of
a total of 45.5 million pounds ($74.9 million) in as-
bestos losses.

As a result of such refusals, Stewart & Hughman
was forced to postpone its plans to go public this year.
Stewart & Hughman also had to leave its accounts
open for 1984, the year just closed under Lloyd’s
three-year accounting system.

® Marine syndicate 28, managed by Murray
Lawrence & Partners, and marine syndicate 363, man-
aged by Birrell Smith Underwriting Agencies Ltd.
Both syndicates are underwritten by J.J.S. Birrell.

The two syndicates have filed a joint claim for
$35,000 on their joint runoff reinsurance policy placed
with the Outhwaite syndicate, which covers years up
to and including 1970, sources say.

‘We have put in a valid claim and
are going to arbitration because
(the claim) has been denied,’ says
Paul Archard, managing partner of
Murray Lawrence & Partners.

right to question the va-
lidity of the policy.

Mr. Cockell could not
be reached for com-
ment.

® Non-marine syndi-
cate 179, underwritten
by Ron Hampton and
managed by Anton Un-
derwriting Agencies
Ltd. Mr. Hampton was
unavailable for comment last week.

Several other underwriters who have yet to file
claims are anxiously awaiting the outcome of the arbi-
trations.

For example, David Beaumont, underwriter of ma-
rine syndicate 448, managed by Wellington Under-
writing Agencies Ltd., is expecting “‘a large claim to be
filed soon.”

In May, the Outhwaite agency asked Lloyd's names
belonging to syndicate 661 and marine syndicate 317
in 1982 to pay a total of 10.3 million pounds ($17 mil-
lion) in cash by the end of July to respond to asbestos
and pollution-related claims, the majority of which
had been filed against runoff reinsurance policies (BI,
May 11).

The syndicates’ liabilities, primarily arising from the
runoff policies written in 1982, total 248.5 million
pounds ($367.8 million at year-end 1986 exchange
rates), according to the syndicates’ 1986 annual report
(BI, June 8).

Most of the liabilities are covered by special reinsur-
ance policies, including “time and distance” policies
under which “‘amounts are collectible at different
dates based on our projections of likely cash require-
ments,” the report says. =
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New business to sustain
brokers during soft market

By LEONARD M. WILSON

Special to Business Insurance

OFT MARKETS for commercial insur-

ance raise a central question for publicly
owned insurance brokers: How can growth
be sustained when commissions are bur-
dened by declining premium rates?

Progress, inevitably, must decelerate, but
strong results on the new business front hold
forth the potential of continued operating
gains.

The direction of premium rates affects the
level of new business. Ris- ..
ing rates inflate the dollar .
value of new business, |
while declining rates have
an opposite effect. Osten-
sibly, soft markets also
are less favorable to new
business generation be-
cause the placing clout of
the broker is no longer a
drawing card for attract-
ing new clients.

Most of the publicly
owned brokers do not get too specific about
the magnitude of their new business produc-
tion. But it is clear that over the past decade,
new business development has been prolific
and, indeed, was robust through both soft
and tight markets, contrary to established
notions.

In the present rate environment, we expect
the publicly owned insurance brokers to sus-
tain U.S. retail commission growth in an an-
nual range of 5% to 10%. In our forecasts, we
are inclined toward the upper end of this
range for 1987. We can get at the question of
how much new business is needed to sustain
this projected growth rate by first looking at
the other components of the commission
stream.

Soft rates probably have reduced commis-
sions close to 10% across a full book of busi-
ness in retail insurance brokerage. This
allows for more intense competition in com-
mercial property and milder rate cutting—
but steady rate deterioration—in liability
lines.

It also recognizes that commissions may

Mr. Wiison

Leonard M. Wilson, a managing director at
L.F. Rothschild, Unterberg, Towbin in New
York, specializes in insurance brokerage
stocks. He is a member of the New York
Society of Security Analysts.

not drop as much as total premium vol-
ume as insurance brokers seek to sustain
their compensation based upon services pro-
vided the client.

Underlying economic growth, which
translates into business expansion for the
typical client, may currently boost coverage
enough to lift renewals 4% to 5% as an aver-
age. Rising employment rolls, increasing in-
ventories and greater capital spending are
the source of greater premium dollars.

Lost business is a fact of life, and the vola-
tility of the insurance cycle has quite likely
lifted the ratio in recent years. It is entirely
possible that the public brokers are dealing
with a less seasoned book of business due to
the surge in new business during 1985 and
1986. Less seasoning means greater client
turnover. Attrition in commissions from lost
clients might be as much as 5% in the present
environment.

Lower premium rates and lost business to-
gether have an adverse impact on renewals,
only partially offset by additional coverage.
Based upon our estimates, renewal commis-
sions are likely to experience a decline of
roughly 8% to 10% year over year. This
shrinkage was more painful in 1982 and 1983
when premium rates were plunging. But a
drop of this magnitude is in stark contrast to
an estimated 10% rise in renewal commis-
sions during 1986 when premium rates were
still advancing. How many businesses un-
dergo a 20% swing in billings due to pricing
within a 12-month period?

As we indicated earlier, it is difficult to
quantify new business for the public brokers
with any degree of precision. We estimate
that new business, on average, may amount
to 15% to 20% of the prior year's commis-
sions for most of the public brokers. This
range is applicable despite variations in cli-
ent composition.

For example, Marsh & McLennan Cos. Inc.
is heavily oriented to Fortune 100 com-
panies, while the other insurance brokers
claim a higher proportion of middle-market
clients.

If the numbers we have cited hold, then
retail brokerage in the current soft market
can support our indicated growth projection
of 5% to 10%, depending upon where within
the estimated range new business falls for a
particular broker.

There is a ceiling on new business growth
imposed by physical constraints. A broker
has only so many producers, even with a
program of expansion. It takes time and mis-

sionary effort to line up prospective new cli-
ents. The pipeline of potential new business
at varying stages of development can accom-
modate only gradual increases. Technical
staff, critical to securing new clients, may be
fully allocated. ;

In addition, the competition for new busi-
ness is bound to intensify because all brokers
are confronted by pressure on renewals.

A titanic amount of new business in the
aggregate must be generated if all the alpha-
bet brokers—including Johnson & Higgins
Inc., Fred S. James & .Co. Inc. and Rollins
Burdick Hunter Co.—are to reach our esti-
mated target. Gains on the part of the alpha-
bet brokers imply growth in market share.
Some may fall short.

We think the public brokers have got-
ten a great deal better at organizing for new
business over the past decade. Disciplines
and direction are stronger. Technical skills
are more formidable. Brokers are more adept
at adapting their selling approach to allow
for the differing client needs of a soft mar-
ket.

While new business is one of the pivotal
elements for growth and profitability in the
soft market, progress in retail brokerage is
no longer the whole story for the public bro-
kers. Overall results will also reflect perfor-
mance in such areas as reinsurance bro-
kerage, employee benefits, international
insurance brokerage and investment income.
In fact, in some instances, retail brokerage is
less than 50% of the total revenue stream.

The importance of these other segments
varies considerably from broker to broker.
But, in domestic retail brokerage, new busi-
ness is a clearly identifiable growth vari-
able. The contribution of new business in
other segments is more difficult to isolate for
the outside observer. In reinsurance bro-
kerage, new business may not be a primary
factor. In international brokerage, the role of
new business may depend upon the geogra-
phical location.

The soft market, at this juncture, seems
likely to last at least through 1988. The
pressure on the production effort will not
soon abate.

The tandem credo of insurance brokerage
for an indefinite period will have to be pro-
duction and expense control. The progress of
new business over upcoming guarters will
doubtless be a particular preoccupation of
investors. Any sign of faltering will heighten
the present cautious attitude toward insur-
ance brokerage stocks. =
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Insurance industry stocks continued to fall last
week, as the Business Insurance stock index
dropped 12.6 points to 494.8 on Sept. 10 from
507.4 on Sept. 3. Declining issues for the period
were led by: Argonaut Group Inc., down 15.2%;
Tokio Marine & Fire Insurance Co. Ltd., down
10.9%:; Seibels Bruce Group Inc., down 6.3%;
Washington National Corp., down 6.0%; and
W.R. Berkley Corp., down 5.6%. Advancing
issues were led by: Business Men's Assurance
Co., up 4.0%; United Fire & Casualty Co., up
2.5%; Kemper Corp., up 2.4%; General Re
Corp., up 2.3%; AVEMCO Corp., up 1.2%; and
Berkshire Hathaway Inc., up 1.1%. industry
stocks showing the heaviest activity last week
were: Sears Roebuck & Co., 2.4 million shares
traded; United States Fidelity & Guaranty Corp.,
2.3 million shares traded; and ITT Corp. 1.8 mil-
lion shares traded. The Business Insurance
index fell more sharply than other market indi-
cators during the period, dropping off 2.5%. The
Standard & Poor’s 500 fell 3.08 points, a 1.0%
decline, and the New York Stock Exchange
composite dropped 1.88 points, also declining
1.0%. The Dow Jones 30 Industrials lost 23.44

points for a 0.9% decline.
Ly % ]
British Issues
1 Weak

Sept. 8 Price P/E Div. Yield High—Low
Companies pence  pence % pencepsnce
Commi Union 385 135 178 49 365361
Genl Accidert 1037 106 383 37 10371025
GdnRoyalExch 1012 126 465 46 1012—994
Royal 555 94 212 3B 555545
SunAlience 1075 118 322 30 10751087
Brokers

CE Heath 514 153 345 67 514--512.
HoggRobinson 211 117 157 45 224211
JH Minet 408 134 129 32 408404
Sedg Grp 285 171 164 58 30429
Wittls Faber 373 140 148 39 388373

Source: Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Aitken Stockbrokers,
London
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SEPT. 10, 1987

9/4/87 THRU 9/10/87

BROKERS

Alexander & Alexander Svcs NYSE 25.00 -28
Baldwin & Lyons Inc. (9](0] 16.00 0.0
Corroan & Black Corp. NYSE 30.50 16
Gallagher Arthur J. & Co. QT 20.75 -12
Hall Frank B. & Co. NYSE 1013 <35
Marsh & McLennan Cos. inc. NYSE 8475 26
Poe & Assoc Inc; o1c 1125 22

BROKERS AVERAGE 20

Beridey W.R. Corp. oTc 2525 56
Berkshire Hathaway Inc. o1c 3770.00 11
CIGNA Corp. NYSE 63.00 1.2
CNA Fin'l Corp. NYSE 58.00 25
General Re Corp. NYSE 5613 23
ITT (Harttord Group) NYSE 6213  -08
Sears Roebuck & Co. (Alistate)  NYSE 52.50 -1.2
Transamerica Corp. NYSE 43.00 =1.1
CONGLOMERATES AVERAGE -1
INSURERS
Aetna Life & Cas Co. NYSE 80.25 0.4
American General Corp. NYSE 38.25 4.4
Amer Heritage Life Invt NYSE 2938 3.7
Amer indty Fin'l Corp, (o] (] 13.00 4.6
Ametican int'l Group Inc. NYSE 76.75 086
Aneco Reins Lid. o] (o] 325 38
hon Corp. NYSE 28.00 -3.0
Argonaut Group (o111 43.25 -16.2
AVEMCO Cormp. NYSE 21.75 1.2
Business Mens Assurn Co. o1c 42.63 4.0
Chubb Corp. NYSE 63.00 -2.3
Contingntal Corp. NYSE 44.00 28

Woekly  Year fo Date
Price. % change % change

-5.7

-18.2

6.5

21.0
-30.1

6.6
6.3

-11.6

CONGLOMERATES & HOLDING COMPANIES

-38
337
145

7.9
11
16.4

321
318

16.7

Annual MKUBK,
High Low Vol{000) § Div. % Yield P/E Book value value
3200 2238 245 100 40 221 298 8.39
2700 17.28 0 02 11 7.2 16.40 1.10
2725 2663 286 084 28 142 631 483
3100 1900 19 040 19 156 4.81 4.31
1900 875 101 000 00 158 0.00 NA
7200 5600 500 240 37 168 514 1260
1325 1125 0 000 00 168 0.00 NiA

19 15.1
a7.00 2425 242 028 11 71 1372 1.84

-3992.00 2510.00 143 000 D00 259 62,53 ag2
6950 5500 578 280 44 81 42.01 1.50
§4.38 4725 231 000 00 18 a2 1.36
6888 47.63 457 100 18 151 2347 2.39
6638 5000 1763 100 16 137 44,08 1.41
5050 3988 2361 200 38 128 32.94 159
5138 3150 882 78 4 B7 26.94 1.60

21 129
6813 5575 1456 276 48 85 44,75 1.35
44.75 3488 1216 1.26 33 10.2 2713 N5
3400 2575 7 096 33 145 2037 1.44
1900 1275 19 056 43 145 2040 0.64
8375 6000 1211 025 03 153 29,02 264
438 213 9 000 00 153 183 168
2988 2325 423 120 43 97 1523 184
5213 2100 30 000 00 133 14,50 29
2525 1325 75 028 13 137 694 313
4825 2525 129 110 26 137 215 192
7350 53785 259 168 27  BI 39.52 1.59
5488 4038 710 260 59 &7 41.62 1.06

Weekly Year to Date

Price % change % change

Durham Corp. Q7c 29.25 08 57
Farmers Group Inc. arc 44.25 5.3 142
Fireman's Fund Corp. NYSE 35.13 -28 090
Fremont Gen Corp. Q1C 16.38 15 15
Home Group Inc. NYSE 1825 -39 131
Hanover ins Co. (o] (e 3475 2.1 9.4
Hartlord Steam Boilet oTC 29.75 «3.3 26.2
Kansas City Lite oTC 29.75 25 15.5
Kemper Corp, o1C 3225 24 290
Liberty Corp. S.C. NYSE 47.75 -35 238
Lincoin Nat't Corp. NYSE 5350  -47 154
NAC Re Corp. o1c 24.75 2.0 5.7
hobel Ins Ltd. - or1C 13.50 0.0 169
Northwasiem Naf'l Lite o1C 28.25 -26 -89
Ohio Cas Corp. o1C 4225 -7 9.4
0id Rep Int'l Corp. o1C 28,75 09 50
Orion Cap Corp. NYSE 2200 -\7 -18.9
Protective Com. aTc 15.88 59 -11.8
Provident Life & Acc Ins Co. o1c 2375 0.0 -36
1. Paut Cos. Inc. o1c 50.63 1.7 258
SAFECO Corp. QT1C 3238 04 210
SCOR US Caep. o1c 14.50 0.0 26.1
Seibels Bruce Group Inc. o1c 1475 -63 0.0
Seleclive Ins Group Inc. QTC 2525 -29 16.1
Statesman Group Inc. orc 6.44 29 356
Tokio Marine & Fire Ins 01C 70.25 -108 257
Torchmark Corp. NYSE 31.00 -1.6 19.2
Travelers Corp. NYSE 4413 -4.1 -1.1
Trenwick Group Inc. oiC 14.00 0.0 152
United Fire & Cas Co. Q1C 325 25 5.3
United States Fid & Gty NYSE 4113 0.6 35
UNUM Corp. INYSE 25.00 05 =70
USLIFE Comp. NYSE 3913 54 -10.0
Washington Nat'l Corp. NYSE 3538 80 10.6
Zeith Nat'l Ins Corp. NYSE 21.88 0.5 -17.4

INSURERS AVERAGE -25 96

ALL COMPANIES AVERAGE -23 8.1

Annual Mit/Bk.

High Low Vol{COO) § Div. % Yield P/E Book value value
34.00 27.38 12 092 a 19.1 26.15 1.2
51.00 3875 817 1.20 2.7 134 19.95 222
4275 335 539 0.40 1.1 134 23.55 1.49
2050 1475 115 060 37 134 16.75 0.98
2488 17.50 280 020 1.1 40 16:30 1.12
3125 2950 42 0.36 1.0 79 2091 166
36.63 2350 46 1,00 34 123 1017 293
31.00 2575 o 000 0.0 123 0.00 N/A
38.75 25.00 454 0.60 13 103 23.48 137
50.75 3650 41 0.80 1.7 185 19.96 239
6050 4438 204 216 4.0 10.7 44.85 1.19
3225 2250 10 000 00 naz 1812 1.37
18.50 10.75 45 0.00 0.0 31.7 0.00 A
3238 2400 140 0.96 34 79 33.26 085
49.25 3850 215 1.68 40 10.3 26.80 1.58
3363 2363 100 0.74 26 2.6 19.80 1.45
31.00 2000 21 0.78 a5 9.6 9.39 234
21.25 1238 89 0.70 44 13.7 16.51 096
2875 1943 0 084 35 186 27.00 088
5500 4025 903 1.76 3.5 9.4 2989 169
3450 2438 711 0.96 30 11.2 19.68 1.65
16.25 11.00 89 0.00 0.0 13.3 8.08 1.79
19.00 1425 7% 080 54 9.8 11.88 1.24
2750 21.00 27 1.08 43 8.0 16.02 1.58

7.06 3.88 178 0.05 0.8 B.0 519 1.24
10338 6388 35 0.19 0.3 595 0.00 N/A
3675 2375 400 1.20 39 111 13.00 2.38
5263 4150 1321 228 52 91 45.03 0.s8
1913 1150 5 000 00 173 1283 1.01
3300 2650 28 0.96 31 9.2 18.32 1.7
4875 37.00 2329 2.48 6.0 a8 2019 204
3138 2038 336 0.40 16 a8 26,81 093
47.63 34.75 108 1.12 29 0.0 43.08 o9
3788 23325 3 1.08 31 20.7 43.09 0.82
2400 2113 50 0.80 37 20.7 1,19 1.96

26 135
25 136

System design: MPACT Securities



Mutually Preferred®

from Mutual of Omaha
helps you keep a
manageable balance
between costs and benefits,

‘loday the prudent buyer’s wise choice
is a group health care plan that maximizes
employee benefits and freedom of choice
while minimizing medical charges and
costs of administration.

That wise choice is Mutually Preferred,
the innovative preferred provider program
from the Managed-Cost Professionals at
the Mutual of Omaha Companies’ Group
Operation. As one of the largest and most
responsive group insurers in America, we
understand the challenges faced by today’s
managers.

The managed-cost advantage.

Mutually Preferred enhances benefit
programs without imposing the health
care restrictions often associated with
HMOs — and provides a streamlined,
personalized ease of administration, free-
ing prudent managers from many of
the burdens of program maintenance.

Precision cost-containment.

Mutual of Omaha’s Group Operation
applies cost-containment disciplines
in benefit planning and administration,
in close cooperation with employers and
health care providers — a continuing
consultation at the working level where
it really pays off.

Are you paying too much
for managed health care?

For new research about hidden
costs, write to Terry Van Noy,
Vice President, Mutual of
Omaha Companies, Omaha,

NE 68175.

Companies
Group Oper
The Managed




