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Bermuda insurers underwrite
$6.2 billion in gross premiums

HAMILTON, Bermuda—The 1982
financial returns of 757 Bermuda-
based insurers show they underwrote
$6.2 billion in gross premiums and
$4.3 billion in net premiums against
capital and surplus of $7.6 billion and
total assets of $13.6 billion.

About another 200 insurers have
yet to file financial returns.

The aggregate figures released by
the Bermuda government last week

Continued on next page
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Physicians faced
with ballooning
malpractice rates

By STEVE TARAVELLA

Physicians and surgeons nationwide
are being hit this year with medical mal-
practice insurance rate increases of 20% to
30%, with no relief in sight in the near
future, either.

The increasing severity and frequency
of medical malpractice claims are forcing
malpractice insurers to raise rates in all
parts of the country—not just the tradi-
tionally high-risk areas like California,
New York and Florida.

“The concern here is the same one as
everywhere,” says a leading Texas mal-
practice insurer. “That's the growing se-
verity of losses and claims, especially in
OB-GYNs."

Along with obstetricians and gynecolo-
gists, neurosurgeons also are among the
doctors hit hardest by the rate increases.

And, in a few cases, the current in-
creases reflect only a smidgen of what in-
surers said they need to cover losses. One
insurer in New York requested a 180%
rate increase, but the state Insurance De-
partment cut it back to 30%.

The rate increases come at a time when
more hospitals are requiring doctors to
carry certain limits of medical malprac-
tice coverage before receiving staff privi-
leges.

“We get a steady application rate from
bare doctors, many applying because
they’re required to,” observes Dr. Joseph
D. Sabella, president of The Doctors’ Co.
in Santa Monica, Calif., the second-larg-
est physician-owned insurer in the na-
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tion. The company covers about 9,000
California physicians and surgeons.

Dr. Sabella says many of these physi-
cians are good, competent doctors who
just never thought they would be the ob-
ject of a lawsuit and, therefore, never be-
fore bothered to buy insurance.

Generally, hospitals now require mini-
mum liability coverage of $200,000 per
occurrence and $600,000 aggregate, Most
physicians and surgeons carry coverage
of at least §1 million per occurrence and
$3 million aggregate.

There is rarely a deductible on physi-

Continued on page 56

Employers

By LORRIE GAWLA

Benefit managers support the Supreme
Court’s ruling that women and men must be
paid equal pension benefits for equal contri-
butions, but they don’t want Congress to take
this unisex notion any further.

Sixty-three percent of the benefit manag-
ers responding to a recent Business Insur-
ance Employee Benefit Board survey said
they agree with the Supreme Court decision
in Norris vs. Arizona Governing Committee
(BI, July 11), but almost the same number—
56%—are opposed to legislation pending in
Congress that would eliminate sex as a rating
factor for all lines of insurance.

While benefit managers may support the
Norris decision, the survey showed that some
employers will pay as much as $25,000 in ad-
ministrative costs to overhaul their pension
plans to conform with the ruling. And, 40% of
the survey respondents have hired or will

Hyatt says M&M
acted negligently

By DOUGLAS McLEOD

KANSAS CITY, Mo.—Hyatt Corp. is charg-
ing its broker, Marsh & MecLennan Inc., with
negligence as the insurance coverage dispute
following the 1981 tragedy at the Kansas City
Hyatt Regency Hotel again escalates.

Attorneys connected with the case expect a
new volley of claims and counterclaims among
the parties to the skywalk litigation after two
new actions were filed earlier this month in
state court.

Hyatt amended previously filed court
papers to charge M&M with negligence in ar-
ranging the hotel chain’s liability insurance.

The Hyatt amendment also makes a claim
against liability insurers for Hallmark Cards
Inc., whose Crown Center Redevelopment
Corp. subsidiary owned the hotel building.

Hyatt demands that Commercial Union In-
surance Co. and others on the Hallmark line
indemnify Hyatt, the operator of the hotel, for
legal expenses in defending and settling dam-
age claims.

Meanwhile, Northbrook Excess & Surplus
Insurance Co., Hyatt's first excess liability in-
surer, has filed a claim against CU and Ameri-
can Insurance Co., charging that delay by the
Hallmark insurers in paying damage claims
forced Northbrook to pay the limits of its pol-
icy earlier than it should have, resulting in a
loss of investment income.

Lawyers involved in the skywalk litigation
say that Hyatt and Hallmark insurers will file
more claims against one another as they pre-
pare to litigate the question of which insurers
are responsible for paying legal costs and
when they should have paid.

Consideration of the insurance questions by
a Jackson County Circuit Court is expected to
begin as soon as the last remaining damage
claims from victims are settled, possibly as
early as Dec. 1, lawyers say.

Two skywalks suspended above the lobby of
the Kansas City Hyatt collapsed while loaded
with hotel guests on July 17, 1981, killing 114
and injuring at least 200.

So far, about $60 million in injury and death
claims have been paid, including $24.9 million
in federal and state class-action settlements
and an estimated $35 million paid before the
class settlements were certified.

In addition, state court juries have awarded
another $24 million in compensatory damages
to four individual claimants, and several other
individual cases are pending. However, attor-
neys involved with the cases say these judg-
ments may still be appealed.

The latest jury award—and the largest—
came last Wednesday, when a Jackson County
Circuit Court jury awarded $15 million to 36-
year-old Sally Ann Firestone. Ms. Firestone,
who suffered a broken neck and spinal cord
damage in the accident, was left a quadriplegic
and was considered the most seriously injured
survivor.

While insurers for Hyatt, Hallmark and
companies involved in the construction of the
hotel have paid victims’ claims, they have
quarreled since the accident over which
should have paid first and how much.

Hyatt carried $201 million in liability cover-
age through 23 insurers, including $1 million
in primary coverage written by Occidental
Fire & Casualty Co. of North Carolina; $25

Continued on page 58

support unisex ruling despite costs

hire consultants or actuaries to help them
amend their pension plans.

Despite this added expense for some em-
ployers, the survey also showed that few em-
ployees were complaining about unequal
benefits.

The Business Insurance Employee Benefit
Board is composed of benefit managers from
large and small corporations, institutions and
government entities who have volunteered
to answer periodic

insurance would have to be calculated with-
out any consideration of the sex of the policy-
holder.

Currently, women often pay less for life
insurance because statistics show they live
longer, less for auto insurance because they
have fewer accidents and more for medical
and disability insurance because they are sick
more frequently than men.

Many benefit managers oppose the pro-
posal simply be-

surveys from BI.
Of all the ques-
tions asked on the

employee benefit board

cause they believe
sex is a valid factor
in setting insur-

survey, benefit

managers were most opinionated about the
unisex insurance legislation, S. 372 and H.R.
100, pending in the Senate and House.

Under this legislation, sponsored by Sen.
Robert Packwood, R-Ore., and Rep. John
Dingell, D-Mich., the cost of life, medical,
disability, automobile and all other forms of

ance rates.

“Unisex legislation is not realistic,” says
the director of employee benefits for a trans-
portation services firm with 20,000 employ-
ees, “Insurance companies have set rates
based on their data and experience. To do
otherwise is arbitrary.”

“When a legitimate, provable difference

exists, it should be able to be used to deter-
mine rates,” wrote a benefits manager from a
telecommunications firm.

“In reality, women live longer than men.
Rates should be based on reality,” says the
manager of personnel administration for a
manufacturer with 628 employees.

Other benefit managers aré opposed to uni-
sex rating because they think it will cost em-
ployers more while actually reducing em-
ployees’ benefits.

“While on the surface unisex rating seems
the equal way to go, in fact, sound actuarial
evaluations would show a contrary result,”
says the benefit manager for a health care
provider with 2,750 employees. The cost of
implementing unisex rating “would be hor-
rendous,” he added.

“Effectively, more employees would be
negatively impacted than would be positively
helped and the administrative and legal costs

Continued on page 54
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Bermuda releases financial data

Continued from previous page

are the first confirmation of estimates of the size of the Bermuda
marketplace (BI, April 25). In comparison, the U.S. property/casu-
alty insurance market in 1982 had net written premiums of $104.2
billion against capital ani' surplus of $60.8 billion and total assets of
$251.2 billion. The most recent financial reports from Lloyd’s of
London show that its 437 syndicates at year-end 1980 had $4.5
billion in net premiums (BI, Sept. 5).

Robert Baker, chairman of the Insurance Advisory Committee in
Bermuda, noted Bermuda insurers’ net premiums are only one-half
of their capital and surplus “and the ratio of 2-1 is considered con-
servative. So obviously there is a lot of unused capacity here that is
just waiting for the market to turn—biding its time.”

Mr. Baker estimates that of the $6.2 billion in gross premiums
reported for 1982 about $5.2 billion was written by captive insurance
companies for their parent companies and unrelated risks. Insurers
and reinsuers in Bermuda writing only unrelated risks underwrote
about §$1 billion in gross premiums in 1982.

Holiday Inns covered for hotel

NEW YORK—A federal judge has ruled that Holiday Inns Inc. is
covered under an all-risk policy for losses arising out of fighting in
Lebanon during 1975 and 1976.

U.S. District Judge Charles S. Haight Jr. said in his Sept. 19 deci-
sion that the losses in Lebanon were due to a series of “civil commo-
tions” that are covered under the policy. He rejected the argument
of defendant Aetna Insurance Co. that the losses stemmed from a
“civil war” and, therefore, were excluded under the policy.

Holiday Inns, based in Memphis, Tenn., is seeking $11 million
from Aetna for damages to a 400-room hotel in Beirut. Judge Haight
did not rule on how much money Aetna should pay.

The all-risk policy was written through AFIA Worldwide Insur-
ance in the name of Aetna, a unit of CIGNA Corp. Holiday Inns
reportedly paid extra under its all-risk policy for coverage for
claims arising out of “riot, strike and civil commotion.”

In a statement released by AFIA, Vp Bowdre P. Mays said that
AFIA’s lawyers are reviewing the decision and expect to appeal.

Attorneys press for dismissal

NEW YORK—Attorneys for asbestos disease victims are again
pressing to have Manville Corp.’s reorganization petition dismissed.

The attorneys asked last week that the U.S. District Court in
Manhattan take the Manville case from U.S. Bankruptcy Court anc
dismiss Manville’s petition. A hearing is set for Oct. 18.

Last year, plaintiffs’ attorneys filed a motion to dismiss the peti-
tion with the bankruptey court, alleging it was filed in bad faith.

Meanwhile, five Manville directors met last week with other
creditor groups to work out a consensual reorganization plan. Attor-
neys for asbestos claimants did not participate.

Bill on KAL claims introduced

WASHINGTON—Rep. Don Bonker, D-Wash,, has introduced leg-
islation, H.R. 3918, that would direct the secretary of state to begin
negotiations with the Soviet Union on claims filed by families of
victims on the Korean Air Lines jetliner downed by the Soviets.

Under the legislation, claims would first have to be validated by
the U.S. Foreign Claims Settlement Commission, part of the Justice
Department, before U.S.-Soviet negotiations would begin.

MGIC to halt some underwriting

NEW YORK—MGIC Indemnity Corp. has announced an agree-
ment with Chicago-based CNA Insurance Cos. under which CNA
will acquire the majority of its casualty insurance business.

Under the agreement, effective Oct. 1, CNA will reinsure 100% of
MGIC Indemnity's professional liability business, which accounts
for $25 million in annual premiums. It includes directors and offi-
cers liability, trust errors and omissions, mortgage interest,
IRA/Keogh plan errors and omissions, pension trust liability and
non-profit organization professional liability insurance policies.

MGIC Indemnity will continue to accept application and informa-
tion requests for these coverages during a six-month transition pe-
riod, according to MGIC President Jack Schreihofer. The MGIC
policies now in force will take a maximum of three years to run off
and renewals will be made on CNA policies, he added.

Mr. Schreihofer said that the professional liability business, which
still produces a profit, no longer fits into the long-range plans of
parent MGIC Investment Corp, which is owned by Baldwin-United
Corp. Baldwin announced recently it would sell MGIC Investment.
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‘Pre-impact’ damage suits
permitted for DC-10 crash

By DOUGLAS McLEOD

CHICAGO—Families of Illinois residents killed in
the 1979 crash of an American Airlines DC-10 jetliner
may sue for “pre-impact pain and suffering” under a
new ruling by two federal judges.

The two judges reversed their own previous order
barring such damage claims, relying on a recent [linois
Supreme Court decision that revised the state law con-
cerning awards for psychological suffering.

Lawyers representing the families are divided over
whether the ruling will significantly increase damage
awards, though, and an attorney for McDonnell-
Douglas Corp., which manufactured the airliner, insists
the ruling will have “zero effect.”

The American DC-10 crashed on May 25, 1979, mo-
ments after taking off from Chicago’s O'Hare Interna-
tional Airport, killing all 273 passengers on board.

All but about 70 of the approximately 275 damage
claims that resulted have been resolved, with pavments
so far totaling more than $90 million, lawyers say.
About 24 cases are still pending in Chicago.

Under an agreement among American, McDonnell-
Douglas and their insurers, American is paying 75% of
the passenger claims and the aircraft manufacturer is
paying 25% (BI, May 4, 1981).

U.S. District Court Judges Hubert L. Will and Edwin
A. Robson had earlier ruled out any damage awards for
the psychological suffering of the crash victims.

In reversing themselves, the judges relied on a state
Supreme Court ruling of last June that allowed a by-
stander in a fatal accident to collect damages for psy-
chological suffering even though he wasn’t physically
injured himself.

The federal judges’ ruling means that lawyers in the
DC-10 case need only prove by circumstantial evidence
that the crash victims showed some physical symptom

By STACY SHAPIRO

LONDON—What do two Lloyd’s of London bro-
kers and a popular British rock star have in com-
mon?

Well, they're all a bit flighty.

The trio—two aviation consultants at Lloyd’s bro-
ker Stewart Wrightson P.L.C. and rock singer Leo
Sayer—were scheduled over the weekend to stage
some high-flying aviation stunts to be televised by
the British Broadcasting Corp.

But before any of the daredevils took off, the BBC
and the pilots themselves made sure the safety pre-
cautions were taken and that adequate life and lia-
bility insurance had been purchased.

The first stunt, set to occur last Saturday, featured
Stewart Wrightson aviation consultant Tim Rid-
geway, who was attempting to put himself in the
“Guinness Book of World Records” by shattering
the record for travel between London’s Marble
Arch and the Arc de Triomphe in Paris.

If all went well, Mr. Ridgeway was to have bro-
ken the 24-year-old record of 40 minutes, 44 seconds

#® Hopping onto a motorcycle at the Marble Arch
and zooming to White City Stadium in London.

® Flying an Alan Mann Agusta 109 helicopter
from the stadium to London’s Biggin Hill airport.

@ Piloting a privately owned Hawker Hunter jet
aircraft, which he would fly across the English
Channel to Paris.

Lloyd’s brokers, rock star
covered for risky weekend

of stress—such as sweating—to collect damages for pre-
impact pain and suffering, according to Robert J.
Glenn, a plaintiffs’ attorney. Mr. Glenn’s firm, Moth-
erway & Glenn, represents 20 of the remaining Chi-
cago plaintiffs as co-counsel with Chicago attorney
Philip Corboy.

Mr. Glenn said he put off bringing the cases to trial
while waiting for the Supreme Court decision,

He speculated that awards under the new ruling
could range anywhere from $10,000 to $500,000 per
plaintiff.

A U.S. District Court jury in Manhattan awarded the
family of one crash victim $10,000 in pre-impact pain-
and-suffering damages and $7 million in compensatory
damages.

Mr. Glenn said that a Texas jury recently awarded
$500,000 in such damages for each of five persons killed
when a small plane broke up at 11,000 feet and crashed.

“It’s hard to tell what juries will do with pain and
suffering for such a short duration,” said Kevin M.
Forde, a Chicago attorney acting as liaison counsel for
the plaintiffs’ lawyers.

Mr. Forde said juries would be more likely to con-
centrate on compensatory awards.

Norman J. Barry, whose Chicago firm of Rothschild,
Barry & Myers represents McDonnell-Douglas, doesn’t
expect any awards under the new ruling at all.

The federal judges “misinterpreted” the state Su-
preme Court decision, Mr. Barry said. Even so, he
added, American and McDonnell-Douglas will have to
wait until a complaint is filed seeking damages for pre-
impact suffering before they can appeal the ruling.

None of the approximately 40 Illinois plaintiffs
whose claims have already been resolved will be able to
refile new claims under the ruling. Those plaintiffs
have already signed releases barring further lawsuits
or have had their cases dismissed. [

® Jumping into an Aerospatial Dauphin helicop-
ter after landing at Le Bourget Field outside Paris
and flying to the Bois de Boulogne in Paris.

® And, finally, driving another motorcycle to the
Arc de Triomphe.

Mr. Ridgeway was to have been met by British
television cameras and a representative of the
“Guinness Book of World Records” upon his speedy
arrival at the Paris monument.

Following Mr. Ridgeway’s stunt, David Boyce, the
other Stewart Wrightson aviation consultant, was to
race against Mr. Sayer, the rock star, between Lon-
don and Paris. Mr. Boyce was to have begun his
journey in Paris, while Mr. Sayer would reverse Mr.
Boyce’s route and begin in London.

“I will beat him—no problem,” Mr. Boyce bragged
to Business Insurance last week.

Mr. Boyce—along with another Lloyd’s broker,
David Springbett, chairman of Pearson Webb
Springbett—already holds the record time from
London to New York. The duo was clocked at three
hours, 59 minutes, 44 seconds on the westward leg of
the stunt, and three hours, 40 minutes, 40 seconds on
the eastward flight.

“I have always been an enthusiast for things like
this,” Mr. Boyce remarked

Mr. Boyce was to use much the same equipment as
Mr. Ridgeway did during his attempt on the record.
Mr. Sayer, however, was to pilot a Falcon jet aircraft
owned by former world road-racing champion

Continued on page 58

Panel again delays tort reform vote

WASHINGTON—The Senate Commerce Committee
is again delaying consideration of a bill that would es-
tablish a federal product liability law.

A committee vote on the legislation, proposed by Sen.
Robert Kasten, R-Wis., was scrubbed last week after
Sen. Slade Gorton, R-Wash., was prepared to introduce
about a dozen amendments to the bill.

While some of those amendments involved only
technical changes, others are far-reaching and are op-
posed by Sen. Kasten.

For example, one amendment would restore the doc-
trine of “collateral estoppel,” which Sen. Kasten wants
to delete from current product liability laws. The col-
lateral estoppel doctrine allows a fact to be established
in a case by showing that a previous court accepted the
fact. That saves a party in a lawsuit the cost of re-liti-

gating an issue.

The Justice Department earlier opposed eliminating
the collateral estoppel doctrine because it wasn't aware
“that a problem existed in this area for which a federal
solution was appropriate.”

The delay in voting on the measure, S. 44, gives Sens.
Kasten and Gorton a chance to try to work out their
differences so that Sen. Gorton will support the bill.

Sen. Gorton's support is considered vital to the bill's
chances of gaining committee and Senate approval be-
cause other moderate Senate Republicans may follow
his lead. Mr. Gorton previously served as attorney gen-
eral in Washington state.

A new vote on the bill is not expected until sometime
next month. The bill was earlier delayed until the Rea-
gan administration agreed to support it. ]
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Study says regulators
can’t cope with boom
in financial services

By DOUGLAS McLEOD

NEW YORK—Financial services conglomerates are growing so quickly
that they’ve outstripped the ability of state regulators to keep watch over
them, a new study concludes.

In a period of “overnight takeovers” and the blurring of lines among the
insurance, banking and securities industries, state insurarice departments
may not be able to protect the public against insolvencies unless they have
better equipment and more manpower, says the study prepared by a task
force of the Conference of Insurance Legislators.

“In the fast mix and match of their companies and products, America’s
financial leaders are doing some imaginative things with other people’s
money,” the report begins.

“Many of their efforts are very worthwhile. But others are proving a
little too inventive, aggressive and perhaps even reckless, and have raised
serious questions as to the ability of regulators to keep watch.”

The report, entitled “Risk. . Reality. . Reason.. In Financial Services
Deregulation,” was prepared by the COIL Task Force on Multi-Purpose
Financial Products and Regulatory Initiative. It was presented to the an-
nual meeting of the Society of Chartered Property and Casualty Un-
derwriters earlier this month by New York state Sen. John R. Dunne, the
task force's chairman,

“Like it or not, there are some real dangers with the deregulation of
financial services,” Sen. Dunne said. “In this day of quick takeovers and
instantaneous fund transfers, a company holding millions of dollars in
policyholders’ funds can go broke in no time, and it could take insurance
regulators months to learn about it.”

One needn’t look too far for an example of the problem, the report notes.
“The hard times that have befallen the Baldwin-United Corp. provide a
current and ongoing case in point.”

Cincinnati-based Baldwin-United, fighting to avoid insolvency, this
month announced its intention to sell its largest subsidiary, MGIC Invest-
ment Corp., to help pay off the thousands of holders of single-premium

Continued on page 47

Twin Cities’ employers
compare hospital costs

By CAROL CAIN

MINNEAPOLIS—Twin Cities' employers are poring over a recently
published hospital price comparison to see if they can use the information
to revise their benefit packages or evaluate preferred provider organiza-
tions.

The report is so new that most benefit managers haven’t had a chance to
decide how the information can be used, though many are predicting it
will increase hospital competition and help reduce cost increases.

But, employers and insurers already point out the report notes that hos-
pital charges in the Twin Cities can vary by as much as 100%.

This information could foster a price sensitivity that wasn’t present be-
fore, explains Fred Sattler, director of health care management for North-
western National Life Insurance Co. in Minneapolis.

Heralded as unprecedented, the report contains average prices—both for
specific hospitals and the entire group—for 101 “case mix groups” based on
25 diagnoses.

“A case mix group defines a medically meaningful and understandable
hospital product or service provided to patients with similar medical con-
ditions,” notes Allan N. Johnson, vp of the Council of Community Hospi-
tals in Minneapolis, the group that developed and coordinated the report.

For example, normal childbirths were divided into two groups: proce-
dures with no complications and these that included sterilization or dila-
tion and curettage. The first category had an average charge of $1,009, a
low charge of $656 and a high charge of $1,311. The average charge for the
latter category was $1,716, with a low of $1,349 and a high of $2,274.

Continued on page 53

Anatomy of a disaster

Minneapolis bank’s disaster plan allowed it. . .

By JIM DAVIS

BALTIMORE—Foresight and thoroughness are
key elements for businesses developing catastrophe
recovery plans, say officials at Norwest Corp. in
Minneapolis.

“If you have a plan that outlines how you’ll react
to a disaster, you'll be able to operate with some
logic, you won't be groping,” said Virgil M. Diss-
meyer, executive vp and corporate operations offi-
cer for Norwest Information Services Inc., the data
processing arm of Norwest Corp. “You’'ll have
organized confusion instead of chaos.”

When it comes to recovering from disasters, Mr.
Dissmeyer and his fellow workers have solid expe-
rience.

Last Thanksgiving Day, Nov. 25, 1982, a five-
alarm fire destroyed the 17-story building that was
the headquarters for Norwest Corp., including its
Northwestern National Bank of Minneapolis unit,
which changed its name this year to Norwest Bank
Minneapolis N.A.

Although the blaze, believed to be the largest of-
fice fire ever in the United States, destroyed most of
Norwest’s records and equipment in the building,

the company was still able to restore most operations
within a week, working from eight different loca-
tions.

Norwest officials explained the bank’s catastrophe
recovery plan that provided direction for this come-
back at a seminar entitled “Anatomy of a Disaster”
in Baltimore earlier this month. The seminar was
co-sponsored by the Bank Administration Institute
of Rolling Meadows, I11., a non-profit bank industry
research group.

Fortuitously, the bank’s disaster recovery plan,
developed during the first six months of 1982, was
finalized just before the fire, Mr. Dissmeyer said.
Previously, individual bank departments had sepa-
rate recovery plans, but they weren't coordinated.

Development of the overall corporate disaster
plan was directed by Project Analyst Yvonne A.
Carlton.

“You've got to set a deadline for when the plan
will be completed,” she said. “Otherwise, planning
will go on and on, and it will never get done. Then
meet those deadlines, or at least tell your supervisors
well in advance that there will be some slippage.
Otherwise, the plan won't have any credibility.”

Continued on page 23

. . .to quickly rebound from total destruction

By JIM DAVIS

BALTIMORE—At 4:30 p.m. last Thanksgiving, a
five-alarm fire began that would destroy most of the
17-story Northwestern National Bank building in
downtown Minneapolis.

By 6:30 p.m., as firefighters battled to control the
blaze, the bank had already issued a press release—
the first of many—to employees and customers.

The release told customers that bank operations
would be restored as quickly as possible and it ad-
vised employees not to report to work the next day
unless they were contacted by their supervisors.

This quick dissemination of information to both
employees and customers is a crucial part of the
bank’s disaster recovery plan, which company offi-

cials explained at a seminar entitled “Anatomy of a
Disaster,” held Sept. 12 and 13 in Baltimore.

The seminar was sponsored by the bank and the
Bank Administration Institute of Rolling Meadows,
I11., 2 non-profit industry research group.

The bank, which has since changed its name to
Norwest Bank Minneapolis N.A,, is a subsidiary of
Norwest Corp. The destroyed bank building was
corporate headquarters.

“Identify what needs to be done and delegate re-
sponsibility,” said John C, Nelson, senior vp of the
bank’s consumer banking group. “If employees are
clear on their direction, there’s nothing they won't
do. The key is to tell them what their mission is and
give them the responsibility to do it.”

Continued on page 24

Norwest Corp. was able to open a new consumer banking facility in leased space shortly after a
Thanksgiving Day fire destroyed its headquarters in downtown Minneapolis.

UNR blames bankruptcy on insurer ‘conspiracy’

By STEPHEN TARNOFF

CHICAGO—UNR Industries Inc. says a
massive “conspiracy of silence” by the insur-
ance industry to fix prices, boycott and intim-
idate policyholders and deny coverage in as-
bestos-related cases forced it into
bankruptey.

Insurers began this conspiracy, the asbestos
defendant claims, to avoid paying defense
and indemnification costs in connection with
more than 20,000 asbestos cases and other po-
tentially large cumulative trauma suits.

A UNR lawsuit containing these allega-
tions, filed earlier this month in U.S.
Bankruptey Court in Chicago, is apparently
the first asbestos coverage suit to accuse in-
surers of violating federal antitrust laws.

The suit charges that the insurance indus-
try misrepresented the interpretation of poli-
cies, sought to disrupt and eliminate the mar-
ket for liability policies and sought fo pre-
serve the insurers’ competitive position in

the industry.

The 54-page complaint says UNR'’s pri-
mary and excess insurers, various other in-
surers and reinsurers as well as industry
trade organizations participated in the con-
spiracy.

As a result, UNR has had to pay $23 million
in awards, settlements and defense costs in
asbestos litigation, the suit says, with insurers
paying only $7 million.

UNR'’s expenditure forced it to file for
bankruptey under Chapter 11 of the Federal
Bankruptey Act in August 1982, it says.

UNR is seeking from the defendants
named in the suit more than $100 million in
damages, which can be tripled under federal
antitrust laws.

Among those named in the suit are UNR'’s
primary insurers, including Continental In-
surance Co.; Bituminous Casualty Corp.;
Zurich Insurance Co.; American Mutual Lia-
bility Insurance Co.; National Surety Corp.;
and Fireman’s Fund Insurance Cos., which

was not a primary insurer but was alleged to
control National Surety.

UNR excess insurers named in the action
include The Home Insurance Co.; Commer-
cial Union Insurance Co. as the successor
company of Employers Liability Assurance
Corp.; Falcon Insurance Co. as successor to
The Employer’s Surplus Lines Corp.; North-
brook Excess & Surplus Insurance Co.; First
State Insurance Co.; and Continental Casu-
alty Co., a unit of CNA Financial Corp.

In addition, the Insurance Services Office,
a ratemaking and policy-writing organiza-
tion funded by the insurance industry, and
Underwriters Adjusting Co., a claims-han-
dling subsidiary of Continental Insurance,
are named.

According to attorney Daniel H. Williams
of the Los Angeles firm of Paul, Hastings,
Janofsky & Walker, which represents UNR,
the suit details a “classic example of when
insurance companies get together and with-
hold benefits.”

The insurers conspired to deprive policy-
holders of coverage in order to “cut a better
deal for the insurance industry,” he said,
adding that the impact of the conspiracy
forced UNR into bankruptcy.

“Tt (the suit) is the first time any manufac-
turer has made allegations under federal an-
titrust law,” Mr. Williams notes.

Representatives of the insurance com-
panies named in the suit, however, say
UNR’s claims are false and that prior court
decisions, as well as UNR'’s own actions, illus-
trate that there was no conspiracy.

“That'’s not the case,” Peter C. John, an at-
torney for the Chicago firm of Phélan, Pope
& John, says of the conspiracy charges, add-
ing that they are “tortured and concocted.
They are outrageous charges and claims.

“The facts are never what they appear,
especially in claims as exaggerated and con-
cocted as these are,” Mr. John says.

Although UNR'’s suit takes a different ap-

Continued on next page
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UNR blames bankruptcy on ‘conspiracy’

Continued from previous page
proach from the coverage suits
filed by other asbestos defendants,
some of the same arguments are
used in the newest claim.

For instance, the complairt ques-
tions the validity of the exvposure
and manifestation theories of lizbil-
ity coverage for long-latent in-
juries.

Some insurers, advocating the
exposure theory, conterd that in-
surers on the risk when ar. asbestos
disease victim inhaled asbestos
fibers are liable for defense and in-
demnification costs.

Others, those that support the
manifestation theory, say only
those on the risk when an asbestos
disease is actually diagnosed must
pay.
On the other hand, virtually al:
asbestos defendants argus that al’

‘nsurers, from the time of exposure
“hrough manifestation, should be
_izdle.

Another point at issue in thz
UXR zomplaint s the validity of an
interir: tundiag arrangement,
kaown as the Eouston agreemens,
whica UNR's primary insurers set
ud in the mid-1870s tc pay asbestcs
clzims.

Urder the arrangement. Zurich
and Eitum.inous each agreed to pay
25% of UNR’s cefens2 and indem-
nification costs, Continental agreed
te pay 19% ard UNR 3:%. The

agreemeat also sp=cifiad that

claims were to be pzid accerding 1c
the exposure theory.

But, in its suit, UNR contends
that ooth the exposure and mani-
fastation interpretaticns sspoused
kv insurers ard the funding ar-
rangements are the results of the

insurers’ conspiracy to deprive
UNR and other insureds of ccver-
age.

“We don't admit that the|dizpute
cver manifestation and exposure is
2 genuine dispute,” Mr. Williams
says. “It isn't a legitimate tasis for
insurers’ argument.”

UNR argues :hat drafters of the
standard liability insurance pcl:cies
rejected the manifestation! ik2ory,
that they anticipated UNE and
other insureds’ broad interpreta-
tion of coverage and that tae insur-
ance industry was aware oZ this,

Moreover, the suit contends that
the insurers knew they could not
seek contributions from insureds
Zor defense and indemnification
costs, even though that's whzt the
Houston agreement called for.

It also contends that insurezs had
a duty to defend all suits and that

under pre-_966 policies, the duty to
de‘end continues evan after ex-
haustion of policy limits.

Under UNR's standarc-fcrm lia-
bility policies, dating back to the
1930s, the liability of .ts insurers is
“co-extensive with the liability of
UNR,” the suit says. “Thus. just as
UNR is held jointly anc severally
liable in the asbestos czses for all
injury so long as at l=ast some in-
jury is att-ibutable t> UNR, like-
wise eack insurance carrier is
jointly anc severally _iable to UNE
so long as at least some injury takes
place during the insurance carrier's
policy period.

“These provisions mean that
UXNR’s insurance carriers owe UNR
a full defense and incemnification
of the asbestos cases.”

Despite their awareness of tke
extent of their liability, however,
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Zurich, Bituminous, Continental
and its Underwriters Adjusting Co.
subsidiary—and subsequently the
industry as a whole—have refused
to fully defend and indemnify
UNR and other asbestos defen-
dants, the suit says.

“UNR’s insurance carriers were
afraid of the vast liablity represen-
ted by the asbestos cases, and they
were afraid that they could also be
held liable under standard-form in-
surance policies issued to other
manufacturers involved in other
cumulative injury cases,” the com-
plaint says.

To avoid such liability, UNR’s
primary insurers entered the con-
spiracy, the suit says.

The purpose of the conspiracy
includes imposing “fraudulent cov-
erage interpretations” on insureds
that effectively permit insurers to
retroactively raise the price of past
insurance coverage by drastically
reducing benefits, the suit says. It
also permits insurers to save them-
selves billions of dollars by elimin-
ating their obligations to policy-
holders, the suit adds.

In addition, according to the law-
suit, the conspiracy serves to:

@ Make an example of asbestos
manufacturers so that other com-
panies will forego claims against
the conspirators in cumulative in-
jury cases.

e Force UNR into bankruptcy so
it will eventually liquidate and be
unable to sue the insurers for cov-
erage.

@ Disrupt and eliminate the
market for liability policies so the
insurance industry can market new
claims-made or manifestation-the-
ory policies, which provide greatly
reduced coverage at a greatly in-
creased price.

@ Preserve and maintain the
relative competitive positions of in-
surance companies within the in-
surance industry.

To carry out the conspiracy, the
suit alleges, Zurich and Bituminous
—later joined by Continental and
UAC—agreed not to honor their
defense and indemnification obli-
gations, misrepresented the true
meaning of the policies, forced
UNR to accept less than what it was
entitled to, fixed prices and would
not sell the company any more in-
surance.

The defendants’ actions deprived
UNR of insurance benefits, forced
it to spend millions of dollars to de-
fend and settle claims its insurers
were responsible for and, ulti-
mately, forced the company into
bankruptey because of the cash
drain and its inability to obtain
credit from lenders, the suit adds.

Beginning in about 1977, the
scope of the conspiracy was sub-
stantially enlarged and the number
of participants grew dramatically,
the suit adds.

The conspiracy grew when the
Insurance Services Office, other in-
surers and industry associations
like the American Insurance Assn.
and the Alliance of American In-
surers joined the plot, the com-
plaint adds.

The conspiracy even extended to
reinsurers, which refused to make
payments due on reinsurance trea-
ties and extend or enter into new
treaties unless direct insurers, in-
cluding UNR's, participated in the
conspiracy, the complaint adds.

Thus, insurers agreed and car-
ried out their plans not to honor
their policies and to “boycott, co-
erce and intimidate” policyholders
into giving up benefits. They also
refused to provide defense and in-
demnity payments, agreed to fix
prices retroactively and sought to
impose the “claims-made” form on
insureds, the suit charges.

UNR was told that it would not
receive any money from insurers
unless it contributed to its own de-

Continued on page 6
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Insurers challenging UNR’s attorneys

CHICAGO—In addition to the suit filed by UNR
Industries Inc. against its insurers over coverage for
asbestos claims, a battle is raging between two of the
insurers and the law firm representing UNR.

Commercial Union Insurance Co. and Continental
Insurance Co. are challenging the right of Paul,
Hastings, Janofsky & Walker, a Los Angeles law
firm, to represent UNR.

The firm, one of the more aggressive involved in
the asbestos coverage litigation, also represents as-
bestos defendants GAF Corp. and Nicolet Inc, which
have filed bad-faith actions against their insurers in
California.

CU and Continental charge that the law firm
should be disqualified from representing UNR be-
cause it represents the insurers in labor relations
and employment discrimination matters.

Both claim the firm neglected to obtain the “in-
formed consent” of the insurers, which is required
when a law firm is to represent a client that is pitted
against one of the firm’s existing clients.

“The Janofsky firm breached Rule 5-105 of the
American Bar Assn. Code of Professional Responsi-

bility when it failed to obtain Commercial Union’s
informed consent to the adverse representation,”
says CU’s motion to disqualify the firm.

This “informed consent” includes disclosure of all
relevant facts of actual and potential conflicts of
loyalty arising out of the adverse representation and
must be given to a person authorized to give consent
on behalf of the ciient, the CU motion says.

CU argues that although the law firm contacted
CU, it never disclosed the scope and extent of litiga-
tion it intended to pursue on behalf of UNR. More-
over, the CU official it did contact did not have the
power to consent to the firm's representation,

Continental makes similar arguments and also
says the law firm violated the Federal Bankruptcy
Act by failing to disclose completely its representa-
tion of GAF and Nicolet in asbestos litigation.

“We contend that we certainly did get informed
consent,” said Ronald M. Oster, an attorney with the
Janofsky firm. He accused the insurers of attempt-
ing to withdraw consent previously given, adding
that the firm has offered to withdraw its representa-
tion of both insurers.

UNR claims conspiracy

Continued from page 4

fense and settlement of asbestos
cases and that it would not receive
coverage for non-asbestos cla:ms,
the suit says.

Insurers also threatened UNR
and other asbestos manufacturers
that they would be subjected to
“prolonged, expensive and uncer-
tain” litigation unless they accepted
the insurers’ demands.

“The insurance carriers Lave
carried out the purposes of their
conspiracy, maintained their ‘zon-
spiracy of silence’ and massive liti-
gation has ensued throughout the
United States pursuant to the goals
of the conspiracy,” the lawsuit
says.

“Further, a climate of uncer-
tainty and fear has spread among
large commercial risks. The new
claims-made policy has keen
drafted and circulated for comment

We're celebrating our
silver anniversary because
we recognized one thing:

It's your money.

‘‘To protect it, The Reiss Organization invented captive

risk pooling.

To manage it, we formed an international organization of 300

highly skilled professionals who deal directly with you.
To leverage it, we created Hopewell in 1972, United in
1976 and this year, Delta America.

Our tradition is one of continuous creativity. We believe that’s

the best way to secure the growth of your assets.”

Fred Reiss, Chairman

The Reiss Organization

Leading world managers of captives

for 25 years

American Risk Management, Inc., Forl Lee, New Jersey and 14 other U.S. locations; International Risk Management, Limited, Hamilton, Bermuda; European Risk
Manaﬂemenl. Ltd. Weybridge, U.K.; Transnational Risk Management, Limited, George Town, Grand Cayman, B.W.1.; Universal Management Ltd., Shannon,

Irelan

; Transnational Risk Management (Guernsey) Ltd. 5t. Peter Port, Guernsey; Transnational Risk Management (lsle of Man) Ltd., Douglas, Isle of Man.

by ISO, and the conspirators are
seeking to have the policy imple-
mented and to revoke the pre-
viously issued coverage.”

Speaking for UNR's primary in-
surers, Zurich, Bituminous and
Continental, Mr. John denied that
there ever was a conspiracy.

The “crux of the whole matter”
is the question of what coverage
and defense obligations are owed to
insureds, he says, and courts have
differed in decisions as to what
those coverage obligations are.

Mr. John stated that court deci-
sions favoring the exposure theory
support the insurers’ arguments
and the basis for the Houston
agreement.

INA vs. 48 Insulations, the first
coverage interpretation ruling that
favored prorating coverage and de-
fense costs, “totally agreed with”
the Houston agreement, Mr. John
said.

In addition, he denied that insur-
ers had conspired to decide on one
coverage theory, adding that he
was aware of only one memoran-
dum upon which UNR bases its al-
legations.

That document, which con-
tained minutes of a meeting among
the insurers, indicates there was a
discussion of possible coverage in-
terpretations courts might read into
the policy but there was no agree-
ment on a course of action insurers
should take, Mr. John said. Nor
have insurers taken a unanimous
position since then, he adds.

Moreover, Mr. John says it was

‘ not UNR's insurers but UNR itself

that pushed for continuation of the

| Houston agreement, and that they

were a “willing participant,” with
experienced in-house and outside
counsel advising them.

“It went on for six or seven years
with a great deal of cooperation be-
tween insurers and insureds,” he
says.

Only after the decision in
Keene Corp. vs. INA was handed
down in 1981, which greatly broa-
dened coverage for policyholders,
did UNR suddenly change its mind
about what coverage theory it sup-
ported.

“The only party that has changed
its position throughout the entire
process is (UNR),” Mr. John added.

“My question is, who is setting up
whom?”

An attorney for a UNR excess
insurer, Commercial Union Insur-
ance Co., called the lawsuit a “con-
trivance.”

Anthony P. Katauskas, with the
Chicago firm of Jacobs, Williams &
Montgomery, Ltd., said that the al-
legations are not really designed to
come to a resolution of UNR’s in-
surance disputes but are an effort
to “capture the public's eye to the
detriment of insurers.”

Mr. Katauskas said that the con-
tentions, especially with respect to
CU, are not valid, and that CU has
never even been asked to defend or
indemnify any claim filed against
UNR.

Specifically, UNR's suit alleges
the defendants violated the Sher-
man Antitrust Act and the McCar-
ran-Ferguson Act.

In addition, it charges all or some
of the insurers with breach of fidu-
ciary duties, bad faith, breach of
contract, fraud, intentional inter-
ference with contract, violating
state unfair claims practices and
abuse of process.

It also seeks the recission of
UNR'’s agreements with Zurich, Bi-
tuminous, Continental and UAC
that reduced or eliminated UNR's
past insurance coverage, and to re-
cover withheld sums.

The suit also seeks a declaration
by the court that coverage for de-
fense and indemnification be pro-
vided on the broadened basis, not
under exposure or manifestation. =
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It’ll take teamwork for an upset

AVID VS. Goliath; Landon vs. Roosevelt; North-
western vs. Ohio State—all great mismatches.

Now, according to a recently released report by the
Conference of Insurance Legislators (see story, page 3),
another valiant struggle can be added to this list: state
insurance regulators vs. ever-expanding financial ser-
vices conglomerates.

Insurance departments, the study explains, don’t
have the money, machinery or the manpower to keep
up with the abrupt shifts in the financial services mar-
ketplace, especially now that the roles among insurers,
banks and securities brokerages are blurred.

It's true: States often are unable to detect cases of
fraud or insolvency until it's too late. Too often they
are only stepping in to try and represent the public
after a company fails instead of uncovering improprie-
ties before they endanger the public.

A good example of this problem, according to the
COIL report, is the much-publicized case of Baldwin-
United Corp. The Arkansas Insurance Department,
which regulates several Baldwin-owned life insurers
that issued several billion dollars in single-premium
deferred annuities, “by its own admission came peri-
lously close to breaking down” under the strain of the
investigation, the report notes.

Arkansas and other state regulators have placed the
Baldwin SPDA insurers in rehabilitation, but the thou-
sands of people holding the annuities have no guaran-
tee that they will receive what they were promised.

There is simply no way that underfunded, under-

letters

staffed and underautomated state insurance regulators
can adequately supervise huge financial services con-
glomerates, which have the money to attract the most
canny executives and buy the most modern computers
and which are rapidly bursting the traditional barriers
separating different financial services.

To expect financially strapped states to spend more
money on insurance regulation—a low-priority item
when there are budgets to balance and roads to repair
—is probably a pipe dream. But there are things states
can do to bolster their regulatory efforts.

For instance, COIL suggests that the National Assn.
of Insurance Commissioners, funded by the states, buy
a mainframe computer, to which states could link
smaller minicomputers. By spreading the cost of auto-
mation across 50 states, the price won’t be nearly as
high as if each state tried to do the job on its own.

Also, state insurance regulators should strive to work
with both state and federal banking and securities su-
pervisors. States jealously guard their independence
from the feds, but to shun needed expertise is to invite
disaster that could ultimately cost states their regula-
tory authority. For example, some observers say the
SPDAs issued by Baldwin are much more like a securi-
ties product than an insurance policy. Maybe if securi-
ties examiners also had been looking at the companies,
Baldwin’s excesses could have been curbed.

Cooperation is the key when you're an underdog. By
banding together, maybe the insurance regulators can
repeat David's upset victory.

Risk management is more than a finance subset

To the editor: A comment on the ideas
Professors Doherty and Gahin expressed
at the American Risk & Insurance Assn.
conference (BI, Aug. 29). Years ago, I, too,
thought risk management was just a sub-
set of finance. But I have learned more
since. Risk management is not just con-
cerned with how to pay for losses. It is just
as much, or even more concerned with
keeping losses from happening in the first
place. And there is a great deal more
room for future improvement (cost-sav-
ing and revenue-producing) in loss con-

trol than in loss financing.

Keeping people’s fingers out of ma-
chinery designing, producing safe prod-
ucts, getting employees to exercise more
care in incurring medical expenses—
these are management problems, people
management problems, a subset of fi-
narnce.

In the United Kingdom and other
places, risk management is generally
thought of as being, first, loss control. In
the military in the United States, this also
is true. But most risk and insurance man-

Naming additional insureds

To the editor: From the standpoint of
municipalities, being named as an addi-
tional insured (BI, Aug. 29) is accompan-
ied by one concern.

By adding your client as an additional
insured to a vendor’s policy, you are di-
minishing the coverage of that vendor be-
cause now the vendor’s insurer has two

“insureds” to protect and defend instead
of one. My caution is to be certain the
vendor has sufficient coverage to defend

your client as well.
Edward A. Crosby
President
Martin, Crosby, Lootens & Leene Inc.
Rochester, N.Y.

agers and risk and insurance professors
are still too firmly captured by their fi-
nance and insurance backgrounds to have
recognized and expanded into the more
important side of dealing with risk plan-
ning—organizing, leading and controlling
so as to cut the losses, not just finding the
cheapest ways to pay for it all.

Professor Gahin is, however, right
about the impropriety of putting a wall
between “pure” and “speculative” risks.

Bob A. Hedges

Professor of Insurance and Risk
Temple University

Scheol of Business Administration
Philadelphia

Business Insurance welcomes letters from
its readers. Please keep your comments as
brief as possible. We reserve the right to
edit letters for clarity or space. We will not
publish unsigned letters. Send your com-
ments to Letters to the Editor, Business
Insurance, 740 N. Rush St., Chicago, Il
60611.

Editor: Kathryn J. Mclintyre, a. a.m. (Chicago)

Managing Editor: Lorrie Gawla (Chicago)

Assistant Managing Editor: James M. Burcke (Chicago)
Senior Editor: Len Strazewski (Chicago)

CHICAGO: Carol Cain (Associate Editor)
Stephen Tarnoff (Associate Editor)
Sallie J. Drury (Staff Reporter)
Pamela DeFiglio (Agent/Broker Topics

Associate Editor)

Claudette Dampier (Assistant Copy Editor)
Merrill S. Saltzman (Graphics Editor)
Amy Palmer (Graphic Artist)
Jim Bakasetas (Graphic Artist)
Dorothy Parr Riesen (Proofreader)
Diane Kastiel (Editorial Assistant)

LONDON: Stacy Shapiro (Associate Editor)

LOS ANGELES: Rhonda L. Rundle (Bureau Chief)
Steve Taravella (Staff Reporter)

NEW YORK: Bill Densmore (Bureau Chief)
Douglas MclLeod (Associate Editor)

WASHINGTON: Jerry Geisel (Washington Editor)

Corporate: Todd E. Fandell (Corporate Editor)
Joe Faraci (Corporate Art Director)

Advertising Director: Donald A. Walsh (New York)
Midwest Sales Manager: Robert L. Niesse (Chicago)

CHICAGO: Deborah D. Neale (District Manager)
Beverly J. Kluxdal (District Manager)
Fran Prybylo (Production Manager)

LOS ANGELES: Sue Eisenberq (District Manager)

NEW YORK: Charles A. Horvath (District Manager)
Jack Forrest (District Manager)
Marianne J. Dueweke (Financial Advertising
Manager)

Director of Communications: Ronnie |. Drachman
(New York)

EDITORIAL: Chicago: 312-649-5398
London: 01-831-9681
Los Angeles: 213-651-3710
New York: 212-210-0100
Washington: 202-638-5300

ADVERTISING: New York: 212-210-0133
Chicago: 312-649-5276
Los Angeles: 213-651-3710
COMMUNICATIONS: New York: 212-210-0132
CIRCULATION: Chicago: 312-649-5221

Published by Crain Communications Inc., Chicago
G.D. CRAIN JR.
Founder (1885-1973)
MRS. G.D. CRAIN
Chairman
KEITH E. CRAIN
Vice-chairman
S.R. BERNSTEIN
Chairman/executive committes
RANCE CRAIN
President
MARY KAY CRAIN
Treasurer

MERRILEE P. CRAIN
Secretary
JAMES M. FRANKLIN
Vpffinance
Pubiished weekly at 740 Rush St., Chicago, Ill. 80611. Offices: 220 East 42nd
St., New York, N.Y. 10017; Suite 515, National Press Building, Washington,
D.C. 20045; 6404 Wilshire Blvd., Los Angeles, Calif. 90048; 20-22 Bedford
Row, London WC1R 4EB, England, $1.25 a copy. $45 a ysear in U.S. Canada
and all other foreign add $14 for surface mail. Europe and Middle East only
add $41 for air delivery. First-class mail to U. S. and Canada only, add $50.
Bermuda only, $90 per year expedited delivery. WILLIAM STRONG,
vp-circulation. DOUGLAS A. RIEMER, circulation manager. ROGER
DIGREGORIQ, fulfillment director. Four weeks’ notice required for change of
address. Send subscription correspondence to Circulation Dept., Business
Insurance, 740 Rush St., Chicago, IIl. 60611 or phone 312-649-5221. Telex
25-4248; Cable CRAINCOM. Microfilm coples are available from University
Microfilms, 300 Zeeb Rd., Ann Arbor, Mich. 48013. Microfiche copies
available: Bell & Howell, Micro Photo Division, Old Mansfield Rd., Wooster,
Ohio 44691. Portions of the editorial content of this issue are available for
reprint or reproduction in other media. For information and rates to
reproduce in general circulation media, contact ART MERTZ, The Crain
Syndicate, 740 Rush St., Chicago, Ili. 60611, 312-649-5303, For reprints or
reprint permission contact: Reprint Dapt., Business Insurance, 220 E. 42nd
St., New York, N.Y. 10017, 212-210-0229.
Member of Business
Publications Audit of Circulation 'ﬁrﬁ BP




[ J&H thinks companies
should beabletoget
everything insurable into
one tinancial agreement
that operates everywhere.

Whatdoyou think?

If you think a single contract for all your
insurance needs might make sense for your
company, wed like to tell you about our CAP
program.

The CAP concept supersedes approaches
that build programs coverage-by-coverage.

. Instead, it considers your company as a totality
and can collect everything insurable in a single
contract. :

CAP offers absolute protection for your
risk management budget while retaining the
inherent cash-flow advantages of self-insurance.

Wed like to talk with you about this.

Johnson{‘Higgins

We answer only to you.

RISK AND INSURANCE MANAGEMENT SERVICES; EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD.
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P.C.W. Underwriting gets a new name

By STACY SHAPIRO

LONDON—P.C.W. Under-
writing Agencies Ltd., the Lloyd's
of London underwriting agency
that is the target of investigations
by Lloyd's, the British Department
of Trade and the City of London
Fraud Squad, is changing its name.

Minet Holdings P.L.C., the
agency’s parent company, changed
the agency’s name to Richard
Beckett Underwriting Agencies
Ltd. Mr. Beckett is the new un-
derwriter for the syndicates man-
aged by P.C.W.

The investigations are probing
alleged improper reinsurance
transactions to benefit several for-
mer P.C.W. and Minet officials, in-
cluding former Minet Chairman
John Wallrock (BI, Nov. 29, 1982).

Minet’s current chairman and

london line

chief executive, Ray Pettitt, says
that despite the investigations and
the name change, the security of
the underwriting agency is
stronger than ever.

“Since the end of last year, we
have been taking extremely posi-
tive steps to strengthen P.C.W. Un-
derwriting Agencies Ltd.

“This change of name is the logi-
cal sequence,” he said.

Lloyd’s will probably finish its
investigation of P.C.W.'s reinsur-
ance arrangements soon, Lloyd's
has said.

Explosives labeling
All explosives in Britain will be

labeled and classified under new
regulations that take effect Nov. 1,
says Britain's Health and Safety
Commission.

The new regulations will intro-
duce a single system of classifica-
tion and labeling for both commer-
cial and military explosives. The
system is recommended by the
United Nations.

The regulations on the classifica-
tion and labeling of explosives also
follow the requirements of a Euro-
pean Economic Community di-
rective dealing with packaging
dangerous goods.

Currently, there are several dif-
ferent systems of explosives classi-
fications used in Britain. Explosives

manufacturers will be given five
years to switch from these systems
to the newly developed, unified la-
beling system.

“With one unified system for all
explosives, procedures should be
simplified for manufacturers,
transport operators, emergencies
services and so on,” the commission
says.

“Safety standards should also be
improved because the regulations
require more information to be dis-
played on labels.”

According to the new regula-
tions, any explosive product will
have to be classified by the Hezlth
and Safety Executive, a quasi-gov-
ernment safety authority taat
oversees the Health and Safety
Commissicn.

Military explosives will be classi-
fied by the secretary of state for de-
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loss control.

The source is EBL.

EBI's loss control programs help companies save
money on workers’ comp by working to prevent
accidents in the first place. EBI has been a pioneer
in loss control. With techniques such as video-
taping of work situations and on-site safety
training for workers. With programs that are custom
designed for clients by trained loss control experts.

Loss control is only part of EBI’s workers’
comp advantage. EBI also provides sophisticated
loss analysis and active claims management ser-
vices, rapid turnaround on quotes and on-line
policy issuance. Plus competitively priced work- _
ers’ compensation coverage. All of which give
you the edge in both new business and renewals.

And, EBI brings you the greater respurces of
the Orion Group companies’ insurance special-
ties, all working to make a difference in your

business.

Specialists in Workers' Compensation

EBI COMPANIES

ORION

GROUP INC.
Farmington, CT 06032
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fense.

There will also be strict controls
concerning when explosives can be
removed from their packaging.

The U.N. symbol for explosive
material—a bursting bomb in an
orange diamond—must be on all
explosive products. A U.N, designa-
tion also will be on the package to
denote what category of explosives
it is. Aids to safety and security also
must be listed on the product
and/or its packaging.

In addition, fireworks will have
to conform to these labeling re-
quirements.

Inspection procedures

The British Health and Safety
Executive has published a leaflet
describing the methods its inspec-
tors use to inspect industrial sites
for health and safety violations.

The leaflet gives valuable insight
to British manufacturers on how
inspectors carry out their inspec-
tions.

“During a visit an inspector dis-
cusses what needs to be done with
all interested parties, such as man-.
agers, safety representatives and
employees,” the leaflet says.

“An inspector considers various
factors—for example, the serious-
ness of the risk, the nature of any
breach of the law, methods avail-
able for remedying the situation
and general standards in the organ-
ization, including its policy and or-
ganizational arrangements for se-
curing health and safety.”

To obtain a leaflet or for more
information, contact the Health
and Safety Executive, 25 Chapel
St., London NW 1 4DT, England;
01-262-3277.

Howden exodus

Eight key employees at Alex-
ander Howden Insurance Brokers
Ltd., the British retail brokerage
unit of Alexander & Alexander
Services Inc., have jumped ship.

The group, who all worked at
Howden's Lloyd’'s and London
Market Reinsurance Division,
which places excess-of-loss reinsur-
ance treaties, will begin work next
month at Lloyd’s of London broker
Alwen Hough Johnson Ltd. That
brokerage was founded by former
Howden employees 10 years ago.

Leading the exodus was Paul
Moir, chief executive officer of the
reinsurance division. Among the
others who tendered their resigna-
tion were Managing Director Ed-
ward Duffin and Directors Michael
Mills, Alistair Couch, David Moss
and Christopher Hayles.

Sources in the market speculate
that Mr. Moir and his team decided
to leave Howden amid rumors that
A&A would be acquired by broker
Sedgwick Group P.L.C., which has
the largest reinsurance division in
London (BI, July 18).

The talks between Sedgwick and
A&A now appear to have ended,
but it was too late for Mr. Moir to
change his plans.

Mr. Moir would not confirm if
the acquisition rumors prompted
his resignation.

“I was given an opportunity
which I had looked to go to,” he
said. “I had worked for Howden for
so many years and I was not treated
badly by A&A or the Howden
group. I am very sad to leave, but
there are so many reasons that go
into a decision like this. I can’t
name them all.”

Mr. Moir says he has not taken
any of Howden’s accounts with
him. “We have no business at all
from anywhere; we are starting
from scratch,” he said.

A.L. Abrahams, a Howden em-
ployee for 29 years, has been
picked to replace Mr. Moir as the
chief executive officer of the rein-
surance division. L]




Can one insurance programreally help
a multinational corporation achieve
global stability?

Ask any of the major multinationals
whose world-wide interests are insured
under AIG's Whole Earth Policy. They'll
tell you it can.

Because by pooling all of their risks
into one world-spanning master account,
they don't have to worry about price
fluctuations in individual lines or coun-
tries. Or about dangerous inconsistencies
in coverage.

It means they don't have to worry
about losing part of their protection
because of withdrawal by one of their
various insurers.

In one master stroke using total
account underwriting, The Whole Earth
Policy virtually stabilizes their insurance
costs, their coverage and their market
continuity. The world over.

At home, meanwhile, brokers and risk
managers are getting some peace and
tranquility too.

Because the Global Accounts Depart-
ment is a single facility.

You only have to talk to one person,
your Account Manager, to know just
exactly how your account stands.

We made our Global Accounts Depart-
ment compact and self-contained. With
our own in-house claims and administra-
tion. And underwriting specialists
representing all lines of insurance, all
of whom are in constant communication.

So there's no bureaucratic redtape, no
departmental barriers to prevent us from
giving you the most effective and
personal account management you've
ever experienced.

Exactly the way we've been doing for
some very, very major clients ever since
we started.

Call us at AIG Global for more informa-
tion about The Whole Earth Policy, the
only insurance program big enough to
cover the world.

Fromthe one department small enough
to make it work.

| Write AIG Global Accounts Dept A
| 70 Pine Street, N.Y. 10270.

Name/Title

Company . S e |
I Address___ |

ONCE AGAINTHE
ANSWER IS AlG.
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Introducing
Zero Day Residual.

The only Group Disability Insurance Plan
that pays a Residual Benefit without
requiring one day of total disability first.

We know that doctors and lawyers who
have suffered a disability want to return
to work. Years of training, dedication to
career, and high income are strong motivators.

Until now, however, a partially disabled
doctor or lawyer couldn’t continue working at
his or her job and still receive benefits under
a Group Disability Insurance Plan — unless he
or she was totally disabled first.

Once again, Unionmutual takes the
lead in solving this problem for your client . ..
with Zero Day Residual.

Your clients can work part-time
in their specialty without being
totally disabled first.

A doctor is diagnosed as having a heart
condition. He must reduce his workload or his
health will rapidly deteriorate. He will suffer
at least a 20% reduction in earnings. With
our contract, he will qualify for Zero Day
benefits as soon as the elimination period is
satisfied, even though he has never had
a day of total disability. Any other Group
contract would not allow him to qualify for
benefits.

They can return part-time
to their own occupations
after a total disability.

Unionmutual also pays a Residual Benefit
when the disabled returns to his or her regular
occupation, performing at least one of the
material duties on a part-time or full-time basis,
earning at least 20% less per month.

Their Benefits will be protected
against the effects of inflation.

Our Residual Benefit provides for an
indexing of pre-disability earnings whether or

not the plan includes COLA. Your clients
can get further protection with the COLA
option which adjusts the monthly Benefit
for inflation in addition to indexing the
pre-disability earnings.

Unionmutual: Number one in
Group LTD for the
seventh straight year.*

Many of the products in the LTD market-
place today were pioneered by Unionmutual.
Zero Day Residual is the latest in a list that
includes our $25,000 Max, COLA, and a
prevention program that offers employers a
method of estimating the health risks and
stress of their employees.

For more information on Zero Day
Residual, send the coupon or call today.

“Source: Employee Benefit Plan Review. April, 1983

Unlonmutual

Putting disability income protection
in a whole new light.

— ——— — — — ——— ——— — — — — — ——\ i i — ——— — —

Yes, I'd like more information about your Zero Day
- Residual Benefit.

Name
Company
Address
City State Zip

- Send to: Steve Hart, 2nd Vice President, LTD Marketing
Unionmutual, 2211 Congress Street
Portland, Maine 04122

Or call: (800) 341-0465.

Union Mutual Life Insurance Company, Portland, Maine 04122
Unionmytual Stock Life Insurance Co. of America,
Portland, Maine 04122
Unionmutual Stock Life Insurance Company of New York,
Elmsford, New York 10523

Bl 9/26/83
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Fitt named president of Employers Re

Michael G. Fitt has been named
president and chief executive offi-
cer of Employers
Reinsurance
Corp. in Over-
land Park, Kan.
He will also con-
tinue in his post
as chairman of
ERC.

Mr. Fitt suc-
ceeds Clyde F.
DeWitt, who
will retire in
March 1984. Mr.
DeWitt has assumed the post of
vice chairman.

In addition, ERC promoted Del-
mar L. Burton to executive vp for
marketing, claims and administra-
tive services. James M. Estes was
named executive vp and will su-
pervise treaty underwriting

Mr. Fitt

comings & goings: industry

operations. And, G. William Gun-
nison, who was also named execu-
tive vp, will direct individual-lines
underwriting ac-
tivities at the
company. All
three men had
been senior vps.
Other rein-
surer changes:
Francis D.
Ruyak elected
senior vp of
Constitution Re-
insurance Corp.
in New York. He
will continue to manage the com-
pany's treaty underwriting depart-
ment. Mr. Ruyak was previously

, S4F S
Mr. Gunnison

vp-treaty underwriting at Consti-
tution Re.

Michael J. Quinones appointed
vp-underwriting for Mentor Hold-
ing Corp. in New Orleans. Mr.
Quinones had been an under-
writing officer of the Mentor com-
panies in Bermuda and an officer
and director of the group’s Lon-
don-based operations.

George J. McGarry joined
Thomas A. Greene & Co. in San
Francisco as a vp in the treaty de-
partment. He previously was man-
ager of property operations and
worked in the treaty department of
North Star Reinsurance Co.
Thomas A. Greene & Co. is a rein-
surance intermediary owned by

Alexander & Alexander Servizes
Inc.

Insurers

Michael O’Reilly elected serior
vp of Federal Insurance Co., a sab-
sidiary of The Chubb Corp,, in
Short Hills, N.J. Mr. O'Reilly will
continue in his present post as vp of
Chubb Corp.

Thomas A. Ruden appointed se-
nior vp-claims division and general
counsel of Empire Mutual/Allcity
Group in New York. He will over-
see all claims department activities
and corporate legal matters. Mr.
Ruden had been an executive vp of
Ideal Mutual Insurance Co.

Excess/surplus

Terry Younghanz elected vp-

INTERMEDIARIES, INC..

2029 Century Park East
Los Angeles, CA 90067
Phone: (213) 277-3753
Telex: 696184 RFCHQ LSA

Our strong

You can trust RFC to custom-tailor reinsurance pro-
grams for your maximum protection. Our expertise
in designing, placing, negotiating, formalizing and
supporting programs extends to both facultative and
treaty coverage. Our nationwide offices can expand
your access worldwide. And our years of marketing
and brokering experience help us match you with
partners that not only fit today but are well-suited for

the future.

So call RFC. We'll help you button down every detail.

Atlanta

Boston Chicago
Los Angeles New York Philadelphia

suit
is keeping you covered.

Columbus Dallas

San Francisco

Hartford Houston

underwriting at Athena Assurance
Co. in St. Paul, Minn. Mr. Youngh-
anz formerly was large-accounts
Midwest regional manager for the
company.

Athena, a surplus and specialty
risk insurance company, is a subsi-
dary of Atwater-McMillian Inc.,
which is part of St. Paul Fire & Ma-
rine Insurance Co.

Roy A. Haebich appointed resi-
dent vp of Markel Service Inc., a
specialty general agency, in Rich-
mond, Va. Mr. Haebich is responsi-
ble for all production and market-
ing activities in most Eastern and
Midwestern states. Mr. Haebich
previously was vp of Integon Insur-
ance Corp.

Frank A. Powers named presi-
dent of American National General
Agencies Inc. in Los Angeles. He
succeeds Stanley M. Brummel
who retired. Mr. Powers was pre-
viously executive vp of finance and
administration for ANGA. ANGA
is a wholly owned subsidiary of
Bayly, Martin & Fay International
Inc.

Agents/brokers

Harlan J. Campbell joined
Emett & Chandler Cos. Inc. in Los
Angeles as vp. He had been with
Marsh & McLennan Cos. Inc.

Benjamin F. Round appointed
vp and regional manager of Jar-
dine Ter Bush & Powell Inc. in
Schenectady, N.Y. Mr. Round
heads the Syracuse and Hoosick
Falls, N.Y., operations and will
continue managing the Schenec-
tady property/casualty division.
He has been with the brokerage
since 1972.

Peter L. Scar-
dello Jr. has
been elected ex-
ecutive vp of Ol-
liver/Pilcher In-
surance in Phoe-
nix, Ariz. He had
been vp-finance
at the agency,
which he joined
in 1975.

Scott E. Ro-
binson and Stephen C. Felker
have been elected senior vice presi-
dents of Lawton-Byrne-Bruner In-
surance Agency in St. Louis.

Alfred D. Haynes III trans-
ferred to the Stamford, Conn., of-
fice of Johnson & Higgins, where
he will be vp and manager of the
casualty department. He had been
in the casualty department of the
New York office.

M. Susan Hackley named vp-
claims of the New York office of
Fred S. James & Co. Inc.

Mr. Scardello

Other suppliers

A H. Knautz promoted to execu-
tive vp at Equifax Services Inc. in
Atlanta. He was most recently a vp
of Equifax’s General Management
Systems marketing. Mr. Knautz
has been with Equifax Services
since 1957.

Keith Kinghorn appointed re-

| gional benefits director for the

Southeast region for Fred S. James
& Co. Inc. Mr. Kinghorn will be
based James' Atlanta office. He was
most recently with Peat Marwick
Mitchell & Co.

Darrell Baird named vp at Cap-
tive & Self Insurance Services Inc.
in San Bruno, Calif. He will be re-
sponsible for the sale of offshore
programs. Mr. Baird previously
was with Argonaut Insurance Co.
as commercial group insurance
manager.

Ward R.H. Ching joined Risk
Management Inc. in Los Angeles, a
subsidiary of Emett & Chandler
Cos. Inc., as vp-research and strate-
gic planning services. Mr. Ching
had been with Marsh & McLennan
Cos. Inc. =
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The San Francisco Chronicle
said in an editorial in 1930,“No one
can know until it is tried, whether a
4200-foot span can be built”

No one knew for example, if
it would be possible to construct a
suspension bridge where gale-force
winds are not unusual.

Where temperatures can fluc-
tuate 20 degrees in less than an hour.

Where the ocean floor consists
of decomposed Serpentine rock—
possibly too weak to support 726
million pounds of concrete and steel.

But our experts believed
wholeheartedly in the Golden Gate
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IRSTTIMEWE INSUREDIT,
THEY SAID IT COULDN'T BEBUILE,

Bridge. Which is why we were one of
the largest insurers underwriting
its construction.

Today, we're guaranteeing the
most extensive reconstruction project
in the bridge’s history. We are pro-
viding a $52.4 million performance
bond for the joint venture contractor,
Dillingham/Tokola, that guarantees
15,000 tons of deteriorated concrete
and steel will be replaced.

Without ever shutting down
the bridge.

Taking such extraordinary risks
has made us a leading underwriter
for the construction industry.

(]
/r/%f/f?//,‘}%%’%
) 7 _
”*f%’é%%%%%’ﬂﬁﬁ%ﬁw 7 4’4/,’7’;‘1?;(/55/’%’5’% j?,,%ff it
77, %’

/ 7
.

G
i

7 /p/:t;;’&' ,)4';0,5;;‘?/{1/ s
_

7 77 A’t/}, 14 /’%’fy %7 15
I
I i
i ,,4;14,4;, o

i

i
s e T

7 i, %’%’WJ”/ " %’?’ e %/WH’E‘ g
; I F 7 $ : Shiat i 7
{

4,
. A
gy S 0 s 7

)

A es A . i
B |
I
7 ’f /7 /_I,‘/ LK /:“K{'/I ,r"’l'
Y /’l _;/,d/ /y_;,’é}u. i .".:,f“@. b W o 4
H\ /[”;j/fp_ i, el g 2,
aé’{:}gﬂt/ﬂ” Wt T R, /&{}ﬁ-
,/ llﬁl’ i, z".".f('r 1& 4 e
) /
//,f;{' e
S
y b

ety 40 A e %
3 u,\.ﬂuﬁf. AL .
A ‘\-:. \ (

T

5

¥ g l"ﬂgﬂ
17

: 7
7 't;?;f/" ’r}{ff{?

1Hil PGSt appe
; g LIS

Y

Lt
s

But our adventurous spirit cuts
across every type of business we
insure. Because we have the people
and technology to intelligently
examine any risk. Inside and out.

And the resources to back up
our promises.

So even when we take on some-
thing as incredibly risky as bridging
the 4200-foot span across
the treacherous Golden
Gate, we sign our
name with a very
steady hand.

Insuring the future.

®
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GRE-RE OF AMERICA CORP

ATLAS ASSURANCE COMPANY OF AMERICA

Reinsurance Security for the Future

GRE-RE OF AMERICA CORP
Telephone: 609-987-0097 104 Carnegie Center
26

: CN 5261
Telex: 837692 Princeton, NJ 08540

A Member of the GRE of America Group of Companies

comings & goings: buyers

Kemper selects Gerrit Starke
for human resources post

Gerrit Starke, 47, has been pro-
moted to director of human re-
sources, a new position at Kemper
Group in Long Grove, I11. Mr.
Starke will oversee employee ben-
efits, as well as other personnel
areas, for the insurance and finan-
cial services company. He jcined
Kemper in 1959 as an underwriter
in Syracuse, N.Y. Subsequently, he
moved to Kemper's Long Grove
home office, serving most recanily
as director of corporate personnel.
Mr. Starke received a business de-
gree in The Netherlands, where he
was born. He also received the As-
sociate in Risk Management and
Associate in Management designa-

Now you can contain
health care costs better
than ever before.

With WrapAround Plus. It’s a revolutionary approach to
- group medical coverage that builds cost containment right

into the package.

To do this, we designed a fee schedule linked to the

Consumer Price Index. More than 10,000 doctors
in the New York area agreed that this was
sensible and fair, and the
doctors joined us in a P
commitment: " e

Future increases will be linked to

tions, as well as the Certificate in
General Insurance. Mr. Starke re-
ports to Chief Insurance Officer
Rudolph F. Landolt.
L

Leslie Linhart, 35, is director of
risk management for Canada Post
Corp. in Montreal. It is a new posi-
tion. She will handle risk manage-
ment for property/casualty pro-
grams, loss prevention and self-in-
surance at the company. Prior to
joining the company, Ms. Linhart
held risk management positions at
Daon Develop Corp. in Vancouver,
British Columbia, and Via Rail
Canada Inc. in Montreal. She is a
deputy member of the Risk & In-
surance Management Society. Ms.
Linhart reports to Vp and Trea-
surer Dereck Millar.

* ¥ ¥

Betty C. Brawner, 27, is an in-
surance analyst for Anheuser-
Busch Cos. Inc. in St. Louis. In this
new position, Ms. Brawner will
have responsibilities for the risk
management and property/casu-
alty insurance programs for the
company. She is a recent graduate
of Memphis State University in
Memphis, Tenn., where she re-
ceived a bachelor of business ad-
ministration degree in insurance
and a master of business adminis-
tration degree in finance. She was
selected outstanding insurance stu-

‘| dentin 1982 by the Memphis Chap-

ter of the Society of Chartered
Property & Casualty Underwriters.
Ms. Brawner reports to John W.
Robson, director of corporate risk
management and insurance.
L ]

We'd like to report on staff changes in
your company's risk management or
benefits department. Contact Sallie J.
Drury, Business Insurance, 740 N.
Rush St., Chicago, Ill. 60611; 312-649-
5352.

changes in the Consumer Price Index, not
the skyrocketing costs of health care.

4 But that’s not all. WrapAround Plus eliminates most
£ out-of-pocket expense, because the agreed fees are accepted
as payment in full. And it cuts out tiresome paperwork.
Doctors just file a simple form and then they’re paid

directly by Blue Cross and Blue Shield.
Last but not least, WrapAround Plus

offers broader protection than we've

ever offered in a single program.

So if you want to see your employees

get the best in benefits, without

watching costs go through the roof,

call the number below and ask about

WrapAround Plus. Or write

Blue Cross and Blue Shield of

Greater New York, Attn.:

Peter Mulligan, VP Marketing,

Box 5401, Grand Central Statin,

New York, N.Y. 10017.

1-800-554-PLUS

Blue Cross
Blue Shield

of Greater New York

From The Reprint Department Of:
business
insurance
Reporting weekly for corporate risk,

employee benefit and
financial executives

e A

Do you need to distrib-
ute copies of articles ap-
pearing in Business Insur-
ance at your meetings or
for your mailings?

Business Insurance has
expanded its reprint de-
partment to meet your
needs.

For fast, low cost* re-
prints of articles appear-
ing in Business Insur-
ance, or to obtain reprint
permission for your own
copies, call or write:

Reprint Department
Business Insurance
220 E. 42nd St.
New York, N.Y. 10017
212-210-0131
212-210-0229

*New prices effective 1/1/83
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WE'LL PUT YOUR MEDICAL BENEFITS PLAN
UNDER INTENSIVE CARE.

If the cost of your medical plan is rising ata Then REMEDI is the instrument for change.  well as just what's needed. No more, no less.
sickening rate, it needs intensive care, We show you how to install specially designed We know our programs work. On second
~ That's why Connecticut General developed benefit plans to save everyone time and money. opinion plans alone, we've already saved our
MediCorns and REMEDI® MediCom closely What's more, we teach your employees clients $17 for every $1 spent.
monitors your plan fo pinpoint unnecessary costs  about second opinion surgery. And we show ‘So if the cost of group heaith benefits is
and REMED! shows you how to eliminate thern. them why outpatient procedures and taking its toll on your company, call your broker,
For instance, MediCom can help us analyze  preadmission testing would be easier for them. a Connecticut General representative, or write
claims to determine unnecessary hospital And less expensive for you. us c/o Dept. B-247, Hartford, CT 06152.
admissions, over-extended stays or any problem In addition, hospital utilization review We'll not only restore the health of your

in billing whether it's from a hospital, doctor or lab. makes sure everyone gets just what's paid foras  medical plan, we'll watch it around the clock.

WE'LL PUT YOU ON THE ROAD TO RECOVERY.
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Multiemployer law draws legislators’ attention

By JERRY GEISEL

WASHINGTON—Congressional
interest in multiemployer pension
plan problems is on the rise.

Sen. Don Nickles, R-Okla.,
plans to introduce legislation to
overhaul the Multiemployer
Amendments Act, the 1980 law that
gives multiemployer pension plans
the power to seek enormous pay-
ments from withdrawing employ-
ers to pay for unfunded vested ben-
efits.

Under the act, withdrawing from
multiemployer plans can be very
expensive. Some companies that
went out of business and withdrew
from multiemployer plans have
been hit with withdrawal liability
claims that are more than double
their net worth (BI, Sept. 19).

The Nickles legislation is ex-
pected to contain several features
to reduce the impact of withdrawal
liability. They include:

® Eliminating withdrawal liabil-
ity for employers that are forced to
leave multiemployer plans because
of events beyond their control, like
a natural disaster, loss of contract
or death of partners.

® Requiring all plans to give an
employer an individual statement,
informing a company what it
would owe the plan if it withdrew.
Currently, employers often don't
know the amount of their with-
drawal liability until they actually
leave a plan.

® Requiring more uniformity in
the interest rate assumptions used
by multiemployer plans. An inter-
est rate assumption is an estimate
of the rate of return of pension plan
assets. If a plan uses a low interest
rate assumption, that assumption
can increase the amount of an em-
ployer’s withdrawal liability.

Sen. Nickles, who chairs the Sen-
ate Labor subcommittee, isn't the
only senator interested in easing
employers’ multiemployer pension
plan withdrawal liability problems.

Sens. John Danforth, R-Mo., and
John Chafee, R-R.I, already have
introduced legislation that would
overturn a retroactive provision
that allows plans to collect with-
drawal liability payments from em-
ployers that left the plans between
April 29, 1980, the law’s effective
date, and Sept. 26, 1980, the date
President Carter signed the legisla-
tion.

Under the Danforth-Chafee bill,
S. 1573, the effective date of the
withdrawal liability provision would
be pushed back to Sept. 26, 1980.

As a result, several dozen firms
that left multiemployer plans dur-
ing that five-month period would
not have to pay tens of millions of

OSHA panel to meet

WASHINGTON—The National
Advisory Committee on Occupa-
tional Safety and Health will meet
in the nation’s capital this week to
discuss occupational health policy.

The meetings will begin at 9:45
a.m. Tuesday and Wednesday in
Room N-3437 at the Frances Per-
kins Department of Labor Build-
ing, 200 Constitution Ave.,, NW.,
Washington, D.C. 20210.

The committee will discuss the
recent activities of the Occupa-
tional Health and Safety Adminis-
tration and the National Institute
for Occupational Safety and
Health.

The advisory committee was es-
tablished to advise the secretary of
labor and the secretary of health
and human services on the admin-
istration of the Occupational Safety
and Health Act of 1970. That law
created OSHA.

The 10-member committee in-
cludes representatives from safety
and health research, management,
labor and the public. (]

washington

dollars in withdrawal liability
claims.

Some employers contend that
they were unaware that Congress
was about to pass legislation impos-
ing withdrawal liability at the time
they left the plans:

Recently, a federal appellate
court in Richmond, Va., ruled that
the retroactive provision in the
multiemployer law is constitu-

tional. Another federal appellate
court had earlier ruled the law ur.-
constitutional.

Th2 corflict increases the
chances the Supreme Court wil_ ul-
timately resolve the issue.

Railroad safety

Th2 National Transportation
Safety Board says ~ailroad signal

systems should be apgraded so they
will all automatical.y flash stop sig-
nzls to trains whenever a part of
the system malfunctions or is dis-
conrected.

The safety boarc says thet such
fail-safe signaling should first be
installed on tracks used for passen-
ger trairs and hazardous materials,
and then on other tracks as major
signal or track repairs are made.

Pension administrator
Alan Lebowitz, the Labor De-

partment’s assistant administ-ator
for the Office of Fiduciary Stan-
dards, has been appointed acting
U.S. pension administrator.

Mr. Lebowitz replaces Jeffrey
Clayton, who left the Labor De-
partment this month to join a Salt
Lake City law firm.

Benefit cap opposed

Placing a cap on the amount
of tax-free group health insurance
employers provide would do little

Continued on facing page
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Continued from facing page
to dampen the fires of health care
inflation, a research group says.

A tax cap “probably would have
little effect on health care inflation
as long as Medicare and Medicaid
spending continues to rise,” accord-
ing to the Employee Benefit Re-
search Institute, a Washington-
based benefits think tank.

EBRI Research Associate Debo-
rah J. Chollet notes that rmuch of
the growth in demand for health
services has come from the public
sector.

For example, Medicare and Med-
icaid now account for 35.5% of ex-
penditures for hospital care, up
from 26.3% in 1965.

By contrast, during the same

time period, private health insur-
ance’s share of the nation’s hospital
care expenditures dropped to 33.2%
from 41.8%.

EBRI notes that Medicare and
Medicaid have supported much of
the inflation in hospital care. Be-
tween 1976 and 1980 Medicare
spending rose at an annual rate of
14%, while Medicaid spending rose
an average of 18%. During the same
period, hospital expenditures cov-
ered by private health insurance
rose by an annual average of only
11.9%.

The Reagan administration is the
strongest proponent of limiting tax-
free health insurance. It is backing
legislation, S. 640, which would
make employer contributions that

exceed $2,100 a year for family cov-
erage and $840 for individual cov-
erage taxable income.

Mine violations

The federal Mine Safety and
Health Administration has hired
American Bureau of Collections
Inc. of Buffalo, N.Y., to assist the
agency in collecting fines.

The fines are chargad to mine
operators that have been slapped
with penalities for violating map-
datory federal mine safety and
health rules.

Benefits taxation
Legislation, S. 1817, that would

set permanent rules on the taxation
of employee benefits—like em-
ployer-provided parking spaces—
that aren’t covered by the tax code
may be attached to a tax bill.

The legislation, introduced by
Sens. Steve Symms, R-Idaho; Dan-
iel Moynihan, D-N.Y,; and Spark
Matsunaga, D-Hawaii, proposes
new rules for taxing non-statutory
benefits (BI, Aug. 15).

The measure, which essentially
would protect the tax-free status of
benefits that employers now pro-
vide, could become part of a tax bill
that may be introduced in Congress
next month, said Anne Canfield, an
aide to Sen. Symms.

A current moratorium that pre-
vents the Treasury Department

Wwe'll be there
shortly after

Mother Nature.

A little electricity can some-
times cause a whole lot of prop-
erty damage.

But it can also help you to
appreciate just how good GAB
really is.

With almost 100 years of
property loss experience, GAB
has the special expertise neces-
sary for the investigation, super-
vision and settlement of all kinds
of losses. Quickly and efficiently.

We have more than 3400
career professionals in over 650
offices coast to coast. So GAB
adjusters and supervisors are
never far from the scene of any
loss. They're available 24 hours
aday, every day of the year. This
quick-reaction capability re-
duces both time loss and overall
cost of adjusting your claims.
And that benefits everyone.

When it comes to handling
property losses, we know we're
only as good as the people we
have working for us.

That's why we developed the
GAB National Education Center.

Here, GAB adjusters are
taught to get on site quickly,
investigate thoroughly, repre-
sent you competently and settle
claims as efficiently as possible.

We spend a total of $1.9 mil-
lion each year on the training of
our entire professional staff. So
all GAB employees, whether
they be adjusters, supervisors,
or clerical personnel, are expe-
rienced professionals trained
to deliver the high standards
of service set by GAB.

To further insure the
quality of all GAB work, we
make certain every loss
file is reviewed by eithera &
branch manager or re-
gional supervisor prior to
being submitted.

Additall up, and it's easy to
see why GAB handles over a
half-million property losses
a year. More than any other
adjustment company.

The state

call (212)

There's an art to settling prop-

erty losses quickly and efficiently.

GAB is the state of the art.
For mare information, write tc
Al Peters, GAB, 123 William
Street, New York, NY 10038. Or
: 306-8000.

EL iy

the art

of property adjustment.

from issuing new rules on the tax
status of non-statutory benefits ex-
pires Dec. 31.

Erlenborn to exit

Congress’s leading pension ex-
pert is leaving government for pri-
vate industry.

Rep. John Erlenborn, R-Ill., says
he will not seek re-election when
his term expires next year.

“T have been part of government
as a state and federal legislator for
27 years,” he said. “Now I seek a
new kind of challenge in the world
of free enterprise.”

Rep. Erlenborn, 56, sponsored
several major pieces of pension leg-
islation since coming to Washing-
ton in 1965. For example, he intro-
duced several bills that would have
set reporting requirements for state
and local pension programs. He also
backed legislation that would have
reduced employers’ pension report-
ing requirements under the Em-
ployee Retirement Income Security
Act.

Rep. Erlenborn co-sponsored leg-
islation Congress enacted last year
to close the loopholes that allowed
self-funded multiple employer
health care trusts to operate in a
regulatory vacumn (BI, Dec. 27,
1982).

More recently, Rep. Erlenborn
was working on legislation that
would shore up the financial base
of the Pension Benefit Guaranty
Corp. by making it more difficult
for employers to dump their under-
funded pension plans.

Rep. Erlenborn, who represents
Illineis’ 13th District in the western
Chicago suburbs, said he has not
yet received job offers from the
private sector. "

CLAIMS

THE CLAIM SYSTEM

Health claim processing
systems. You have quite a few to
choose from.

We call ours The Claim System.
CLAIMS for short, A logical
name. And your logical choice.
Why?

¢ Because CLAIMS does more
than just help you survive
health claims processing — it
gives you the interactive on-
line processing and com-
prehensive cost-containment
analysis reporting you need to
move into true health claims
management.

Because the CLAIMS com-
bination of reasonable price
and standard features makes
CLAIMS the best claim system
value around.

Because, if you need it, we
have the skilled and ex-
perienced professional ser-
vices available to incorporate
the unique needs of your

business within the
framework of the CLAIMS
system.

We call this “custom packag-
ing”. You may call it the solu-
tion to your claim processing
needs.

Call or write today for more in-
formation about CLAIMS and
the other systems and services
we offer.

CLAIMS. .. a logical name
CLAIMS . . . your logical choice

hopper associates,inc.

30680 Twelve Mile Road
Farmington Hills, Ml 43018
{313) 851-6030
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Canadian life insurer opens U.S. subsidiary

Toronto-based Confederation
Life Insurance Co., a mutual com-
pany, has formed a new U.S. stock
insurance subsidiary.

Confederation Life Insurance &
Annuity Co., which the parent
company plans to have licensed na-
tionwide, will provide life insur-
ance, accident and health insur-
ance, annuities and pension plans.

Based at Confederation's U.S.
headquarters in Atlanta, the stock
subsidiary is headed by Chairman
Patrick Burns and President Peter
Lloyd.

California PPO

Blue Cross of California says it
has reached agreements with 42
hospitals statewide to participate in
its preferred provider organization,
known as the Prudent Buyer Plan.

markets

Blue Cross says groups can ex-
pect to save 10% to 15% on health
care premiums by participating in
the PPO plan, which should be
available statewide by Jan. 1, 1984.
The 42 hospitals were chosen from
among 144 that submitted proposals
to Blue Cross.

Meanwhile, Blue Cross & Blue
Shield of Kansas City has decided
to form a PPO program and is in
the process of soliciting participa-
tion from Kansas City physicians,
hospitals and ambulatory surgical
facilities.

Joint venture

Travelers Corp. announced that

it is forming a joint venture with
Guiness Peat Group P.L.C,, a Brit-
ish investment banking firm, to
provide foreign investors with real
estate opportunities in the U S.

The new company, London &
Hartford Corp., will invest in oZfice
buildings, shopping centers and
other commercial properties to be
developed by Prospect Co, a Trav-
elers subsidiary.

London & Hartford's oZfices are
located in Hartford, Ccnn., but
other offices are planned for New
York and London.

New intermediary

A new company, Ashford Rein-

surance Intermediaries Corp., has
been formed as a subsidiary of New
York-bzsed Ashfird Holding Corp.
Iri addition to acting as a reirsur-
znce intermediary, the new firm
will operate as an associate broker
on the New Yorx Insurance Ex-
change.

Henry J. O'Shea will serve as
president and Dorald B. Sharp as
vp of ARIC, which is located at 160
Water St., New York, N.Y. 10038;
222-558-6048.

Benefits firm formed

New York Claim Administretors,
a new Denefit plan designer and
administrator, has been formed to
specialize in self-insured benefit
administration fcr groups of 100 or
more workers.

The new firm headed by gresi-

" WE DIDN'T NEED A COMPUTE
TO FIGURE OUT WHERE
WE'D BE WITHOUT OURS

In today's "high-tech” environment, if Maccabees Mutual’'s computers aren’t working, the employees are't
working either. That's why we contracted with Corporate Contingency Services to help insure that our
computer resources are available to process our daily business functions.
* Individual policies, premium billing, claims and dividend checks, and plan changes are computerized

— Without them, imagine the problems.

» The new Universal Life products require tens-of-thousands of calculations to illustrate mortality and
current interest rates. Without computers, this exciting new insurancz could not be illustrated for
prospective clients, nor issued to new policyholders.

* MML Benefit Plan Services, Inc. provides administrative services and actuarial certification, as re-
quired by Federal Laws, to hundreds of qualified retirement plans in 37 stetes. This caseload without
computers would be near chaos.
Corporate Contingency Services offers a full range of contingency planning products for computer de-
pendent companies. One is called ASSURE: a comprehensive, fully-operational disaster recovery faci ty
featuring the latest IBM 3083 and 4341 systems, telecommunications services, test time, shell space end

office areas.

Another product is ASSESS; an-analysis of the expected financial impact

of a company losing its EDP capabilities.

We also offer ASSIST; consulting services and educational programs tai-
lored to address your company's complete recovery planning needs. From
initial analysis to implementation, CCS offers you the most cost-effective

disaster recovery solutions.

At Corporate Contingency Services, it's our business to keep you in
business. While your mind is computing this information, call us. Before

it's the only computer you have available.

“Corporate Contingency Services doesn't insure that our
computers will be safe from a disaster, but they do
assure us that the company will go on working
if our computer center is disabled”

Julius L. Pallone, President
Maccabees Mutual Life Insurance Company

CORPORATE CONTINGENCY SERVICES

PO. Box 805

New Hudson, M| 48165

(313) 486-2110

Corporate Contingency Services is a division of Diversified Technclogies, Irc.,
a wholly owned subsidiary of Blue Cross and Blue Shield of Michigan.

dent Ronald K. Zoeller, is located at
2525 One Marine Midland Center,
Buffalo, N.Y. 14203; 716-856-6590.

Transport specialist

Lloyd's of London broker Hogg
Robinson Group P.L.C. has ac-
quired a major interest in broker
F.S. Betts & Co. Ltd. Hogg Robin-
son will merge its existing trans-
port division, H.L. Thomson Ltd.,
with Betts to form Hogg Robinson
Thomson Betts Ltd., a company
specializing in insurance require-
ments for the transport industry.

The chairman of the new bro-
kerage subsidiary is Robert Jensen,
an executive director of Hogg Ro-
binson & Gardner Mountain (Ma-
rine) Litd.

Acquisitions

F.B. Beattie & Co. Inc., a Seat-
tle-based insurance brokerage spe-
cializing in surplus lines, has been
acquired by General America
Corp., a subsidiary of SAFECO
Corp. The firm’s management and
operations will remain unchanged.

Tucker, Johnston & Smelzer
Inc., a Pittsburgh-based agency,
has acquired the Pittsburgh agency
operations of James S. Kemper
Agency Inc. Kemper operations
have been moved to TJ&S present
offices and Kemper's office head,
Gary L. Aldinger, has been named
a vp of TJ&S.

Symons Financial Holdins
Ltd., a Toronto-based
property/casualty insurance hold-
ing company, has acquired all the
outstanding stock of International
Underwriting Managers Ltd. and
its subsidiary, Pafco Insurance
Co. Litd,

Lloyd’s of London broker C.E.
Heath P.L.C. has purchased W.
Adams (Insurance Brokers)
Ltd., a brokerage based in Hert-
ford, England.

New offices

CIGNA Corp. has moved its Pa-
cific Area headquarters from Ho-
nolulu to Tokyo to place the com-
pany’s management closer to the
“dynamic business center of the
Asian Pacific,” the company said.
The new headquarters office is lo-
cated at Akasaka Twin Towers,
18th Floor, 17-22 Akasaka, 2-
Chome, Minato-ku, Tokyo, 107
Japan. The telephone number is
81-3-584-2261.

Fred S. James & Co. Inc. has
opened two new offices to manage
captive insurance companies. Fred
S. James & Co. of Vermont Inc.
will serve Vermont-domiciled cap-
tives and is located at 595 Dorset
St., The Willows, Burlington, Vt.
05401; 802-658-0188. Dr. Harry
Shuford, a James vp, will manage
the Vermont office. James (Cay-
man) Ltd., which is not yet estab-
lished in its own offices, will man-
age captives domiciled in the Cay-
man Islands. Warren D. Sproule,
executive vp and managing direc-
tor of James (Bermuda) Ltd., will
serve as interim manager of the
new operation.

Three Crum & Forster organ-
izations have moved their adminis-
trative offices to new quarters in
New Jersey. C&F Underwriters
Group, U.S. Insurance Group and
Crum & Forster Personal Insur-
ance have moved to new offices at
211 Mount Airy Road, Basking
Ridge, N.J., 07920; 201-953-3000.

William M. Mercer Inc. has
moved its New Jersey office to new
quarters at 95 Madison Ave., Mor-
ristown, N.J. 07960; 201-538-5400.

The Wetzel Co. Inc¢., a Houston-
based excess/surplus lines bro-
kerage, has opened a new office at
Suite 300, Norwood Tower, 114 W.
Seventh at Colorado, Austin, Texas
78701; 512-480-8231. [



WE CAN MAKE IT

A LOT EASIER TO TAKE
THE BITTER WITH
THE SUITE.

Our D&O policy provides the personalized financial protection

Suing directors and officers of
companies and organizations, large
and small, has become one of
America’s favorite pastimes. And
the legal costs can be astronomical,
even when the accused is found
innocent.

Whatever your business, MGIC
can provide the liability coverage
you need. We're D&O specialists,
with many years of experience
protecting top executives in the

every executive needs today.

financial world.
Every D&O policy we write is
one of a kind. . .tailored carefully

for the specific risk exposures of

each company and the personal
requirements of each director and
officer. You'll find that our broad
range of liability limits, deductibles
and other options enables us to
customize your D&O policy for
optimum coverage at a very reason-
able cost.

D&O liability is just one of the
financial protection services of
MGIC's Special Risk Division. Others

“include: Pension Trust Liability and

a unique new Professional Liability
policy designed specifically for
non-profit organizations.

For information on any of our
services, contact your independent
insurance agent or broker.

MGIC
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around the states

HIGH LIMIT DISABILITY INSURANGE

since April, when former director

® Up to $25,000.00 Per Month ® Lump Sum Payments Wi ] Lt
® 30 to 365 Day Waiting Periods ¢ |2-Month Qualification Period Before her appointment, Ms.
e Up to S Years Benefit Period e Own Occupation Definition Walker was deputy director of the

e Annual or Multi Year Policies securities division of the Depart-

@l' @9 ment of Commerce, where she had
] A worked for three years. Before
Call Ted D]pp]e, Polly O’Leary that, she was a clerk with the South

IWW Dakota Supreme Court.
or Candy Hallett 300 Diicars Povd Drive Ms. Walker has a law degree
I 617-938-901 0 Wburm, Massachusetts 01801 {{r;)g the University of South Da-
= ———r==== Among the programs Ms. Walker

TS NOT
HOW MUCH YOUR
INSURANCE COSTS,
TS HOW MUCH
YOU END UP
PAYING FORIL.

You know insurance can cost a lot more than just
premiums. That’s why you need &Atna. When you
call us in, we put our National Accounts Department
to work for you.

Our National Accounts team specializes in
flexible underwriting. They’ll design a creative
program to meet your cash flow needs. And, they’re
so flexible, they’ll even work out a personalized
plan for paying your premiums.

At the same time, our engineers initiate an
in- depth Loss Control analysis. They’ll go over your
operation with a fine-tooth comb. They’ll evaluate
your machinery and production process — and point
out potential employee hazards.

We do everything we can to reduce your
insurance costs in the first place, so you don't end
up paying for it later.

We'll be happy to send you our National Accounts
brochure. Just get in touch with your local £Atna
agent, broker, or call Ralph Ellis at (203) 273-2992.

YOU'LL BE GLAD YOU MET ETNA.

The Ana Casualty and Surety Company
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The Automobile Insurance Company of Hartford, Connecticut n-_-;’_’_hn_:':' 3 z
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South Dakota appoints

is exploring in her new position is
the implementation of a continuing
education program for insurance
agents.

Mr. Lussem, who was director of
the division for three years, told
Business Insurance that he was
fired by Gov. William Janklow,
who had appointed him.

According to Mr. Lussem, he was
fired after commenting in a televi-
sion interview on the state’s new
law that allows state-chartered
banks to enter the insurance busi-
ness as underwriters and brokers
(BI, Feb. 28, March 7).

Mr. Lussem said he believed the
new law would not bring as many
new jobs to the state as the gover-
nor had predicted. The governor’s
office would not comment on Mr.
Lussem'’s leaving.

Mr. Lussem has returned to his
job as an insurance agent.

Disability Income Permanent Total Disability . d. t
J Designed to protect the high income of in- Ideally suited to fund disability buyout neW Insurance lrec Or
dividuals who need disability benefits in agreements for partnerships, closely held PIERRE, S.D.—Susan L. Walker
excess of what is normally available corporations and other employment or is the new director of the Division
through Group LTD or other individual performance contract situations. of Insurance of the South Dskota
Department of Commerce. She had
contracts. e Multi Million Dollar Limits Available been serving as acting diractor

Arizona comp rates

PHOENIX, Ariz.—An average
9.9% reduction in the state's work-
ers compensation insurance rates
will take effect Oct. 1.

The reduction is the fourth con-
secutive decrease in the base work-
ers compensation rate level since
1980, according to Arizona Insur-
ance Director J. Michael Low.

Work comp rates in Arizona
were reduced an average of 10.7%
in 1982, 17.2% in 1981 and 15.5% in
1980.

“The reductions result from fa-
vorable loss experience and more
accurate reserving practices on the
part of the State Fund and the pri-
vate insurers,” Mr. Low said.

The base rate in Arizona is cur-
rently at 56% of the 1979 rate level,
Mr. Low said.

“When one takes into account
the substantial deviations that
many carriers have filed with the
department, current rates are as
low as 38% of what was charged
back in 1979,” he noted.

The rate reductions, coupled
with downward deviations en-
couraged by the Arizona Depart-
ment of Insurance, have resulted in
savings to employers, Mr. Low said.
This should help make the state an
attractive site for new business, he
added.

Comp hearing set

SACRAMENTO, Calif.—An Oct.
11 hearing is set on a proposed av-
erage 2.4% rate decrease in workers
compensation insurance rates,

California rates were increased
an average 15.1% this year.

The Workers’ Compensation In-
surance Rating Bureau, the rating
authority in California, had ex-
pected an average 7% decrease for
next year based on loss experience.
But increased benefits mandated
by the Legislature, which will go
into effect Jan. 1, will result in a
5.2% increase in rates. That cost in-
crease will counteract the decrease
earned through loss experience,
said Robert Meyer, vp and actuary
for the WCIRB.

Work comp benefit levels also
were increased at the beginning of
this year, forcing workers compen-
sation rates up an average of 15.1%
in 1983, even though the WCIRB
filed for a 6% decrease. In 1982
rates were increased an average of
0.2% and in 1981 they were de-
creased an average of 3.5%, Mr.
Meyer said.

No one is speculating on whether
Insurance Commissioner Bruce
Bunner, who was appointed in
March, will approve the rates filed
for the 416 employer classifications
in California. =
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Disaster planning pays off
for bank in Minneapolis

Continued from page 3

While the disaster plan is
being developed, Ms. Carlton
said, it's most important that
ideas be solicited from the peo-
ple who manage the operations
for which the plan is being
designed.

“Dcn’t come in as an outside
expert,” she said. “If you give
them (operations managers)
the benefit of being experts in
their areas, you. won'’t get into
shouting matches. If the man-
agers make a bad decision,
they're the ones who will have
to live with them.”

The Norwest disaster plan
incluces a general section fol-
lowed by instructions specific
to individual departments.

The general section outlines
sites near the bank in down-
town Minneapolis where em-
ployees should gather after a
disaster if it happens while
they are at work. Because last
year's fire took place on
Thanksgiving, no one was
working in the building.

The plan also specifies a lo-
cation, several blocks away
from the bank, that will serve
as a control center for di-
recting recovery operations.
The plan names the people
who will have supervisory re-
sponsibility at the center,
along with their backups.

“We hadn't planned for
backups, and we found out
how important that step is,”
said Calvin Wilson, Norwest
Bank’s assistant vp of security.
“When we tried to contact
people (when the fire oc-
curred), we found a lot of them
were away for Thanksgiving.”

To expedite contacting em-
ployees, no person has to call
more than five other people,
said John Nugent, Norwest In-
formation Services’ vp of secu-
rity and administration.

A disaster plan must pay
particular attention to the es-
tablishment of internal and
external communications dur-
ing the disaster, Norwest offi-
cials agree.

“If you don't supply good,
accurate, up-to-date informa-
tion, then people will start to
develop rumors—bad infor-
mation—on their own,” said
Adaire C. Peterson, Norwest
Bank’'s Administration Ser-
vices Department assistant vp.

A communications center
and departmental spokesper-
sons should be designated, she
said, to eliminate the chance of
conflicting information going
to employees who are not on
the scene and to outsiders.

Another lesson the bank
learned from the fire was that
“We should have been a lot
more aware of our outside en-
vironment,” said John W.
Greenman, executive vp of
Norwest Properties Inc.
“There’s a tendency to just
look at protecting your own
building, but that's not
enough.”

He noted that the Norwest
fire started in a vacant depart-
ment store next door to the
bank.

Besides possibly preventing
a disaster, keeping track of the
local real estate market will
keep you current on what
buildings are available to be
leased if needed after a disas-
ter, Mr. Greenman said.

If a business is already in
leased space, he said, its offi-
cers should know the terms
under which the lease could be
broken in the event of a catas-

trophe that doesn’t completely de-
stroy the facility.

A disaster plan will operate more
smoothly, Mr. Dissmeyer said, if
company officials discuss its details
with the local fire and police de-
partments, as well as outside ven-
dors who might be called on to pro-
vide replacement equipment.

Similarly, copies of the disaster
plan should be kept at several loca-
tions, to ease access and minimize
the chance that all will be des-
troyed.

Before the Norwest fire, Mr. Wil-
son said, some 40 copies of its disas-
ter plan had been distributed.

As a result of the fire, Norwest
officials also learned the impor-
tance of building blueprints, which
could help firefighters and com-
pany officials move around the
structure, said Mr. Dissmeyer.

A set of these blueprints should
be kept offsite, he said.

In deciding what operations are
most important to maintain after a
disaster, company officials have to
be selective, Ms. Carlton said.

“Don't write contingency plans
for ‘like to’ activities,” she said.
“Just try to save your meat and po-
tatoes, the ones you can't afford to
lose.”

For Norwest, this meant the data
processing department, whose
work affects almost all bank opera-
tions from automatic teller ma-
chines to international banking.
Among the equipment destroyed in
last year's blaze were 153 computer
terminals and two data processors.

In addition to providing services
for the 88 Norwest Corp. banks,
Norwest Information Services also
supplies service to nearly 600 other
banks.

As a result, Mr. Nugent said, fail-
ure of the Norwest system could
cripple not only the Norwest bank-
ing system, but possibly banking
systems throughout the area, which
include the Ninth Federal Reserve
District and parts of the Seventh
and Tenth districts.

“Losing our data-processing sys-
tem is a risk we can’t afford to as-
sume,” Mr. Nugent said.

To emphasize the importance of
this operation, he cited a Univer-
sity of Minnesota study estimating
that essential banking functions
would cease two days after a data
center failure.

For these reasons, Mr. Nugent
said, “we decided the only way we
could survive is by putting in alter-
native facilities.”

Norwest operates two data pro-
cessing centers, several miles apart,
that equally share the workload. If
one were to fail, the other could as-
sume most of its duties.

In addition, all important records
are put on microfilm and sent off-
site daily for storage in case the
originals are damaged or destroyed.

Last year’s fire also under-
scored the importance of maintain-
ing written records, Mr. Nugent
said. After the fire, the bank’s di-
saster plan was rewritten to advise
employees to clear papers from
desktops when they finish work, to
reduce the possibility of water
damage.

Similarly, Mr. Nugent observed
that work written with felt-tip
pens and pencils will probably be
illegible after exposure to water or
heat.

Papers that were damaged by
water during the bank blaze were
frozen, Ms. Carlton said, to retard
the growth of mold, especially in
bundled papers. They were then
dried.

Sponges for the drying-out oper-
ation cost some $24,000, said Rich-
ard H. Klovstad, Norwest Corp.’s

risk management vp.

Finally, Mr. Dissmeyer empha-
sized the importance of continually
updating a corporate disaster re-
covery plan.

Norwest’s security department
reviews its overall plan once every
year—most recently in January of
this year—and department heads
must review their department’s
plans when they assume responsi-
bility and whenever a significant
change in operations is made.

Elements of the plan that can be
tested should be, Mr. Dissmeyer
said. These dry runs, which include
such procedures as evacuation
drills, help assure that the plan is
economically acceptable and tech-
nically feasible. L]
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INSURANCE

FOR BANK AUTO LEASING

We make sure youarecoveredbya
high-quality carrier

Allied with major carriers. we have long experience with
this difficult-to-place insurance. We make it easier for you
with a quality program of insurance designed specifically
for Bank Auto Leasing. We could provide broader cover-
ages at substantial savings.

* Lessors Excess Liability

* Lessors Contingent Liability

» Lessors Contingent Physical Damage
+ Interim Car Coverages

We invite your ingquiry and your business.
Call or write RON RUANE.

PAIGE-RUANE, INC.
INSURANCE

The Irwin Building

460 N. Gulph Road

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

Time is the
all progress

During our span of years
we've seen it all. Good times,
bad times, soft markets, hard
markets, the works. Times, markets
and underwriting managers inevitably change,
but we're still here; serving an ever-increasing
family of producers and facilities in the prac-
ticed, proven ways that have contributed to
our steady, positive growth for more than

scale on which
1is measured

 Group’s managing agency arm.
¥ Operative in all states, we're flexible,

" innovative and professionally equipped to
serve you from 27 strategically located,
full-service locations. Our capacity has seldom

been stretched.

Now, as it has in the past and will in the
future, Sayre & Toso remains anxious to serve
your changing commercial insurance needs.

75 years. Measured by time, we've been con-

sistently found to be first among special risk

underwriters in the nation.

We're Sayre & Toso, Inc., Mission Insurance

g Sayre & Toso, Inc.
SPECIAL RISK UNDERWRITERS FOR OVER 7S YEARS

m MEMBER, MISSION INSURANCE GROUP. INC.

NATIONAL SALES OFFICES: Los Angeles + San Francisco * Sacramento * Fresno * San Jose * Orange * Phoenix *
Seattle * Portland * Denver + Tulsa - Dallas - Houston + Minneapolis - Milwaukee - Detroit * Chicago - St. Louis * Cleveland *
New Orleans - Atlanta « Tampa * Charlotte - Philadelphia - New York * Paramus - Boston
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Quick reaction cuts bank’s losses after fire

Continued from page 3

After relocation plans were
begun, Norwest managers started
calling employees Thanksgivirg
night to tell them where they
should go to report to work tke
next day. By the middle of the next
week, most of the bank’s operations

had bezn restored.

Activities were relocated in eight
different sites in downtown Minne-
apolis. Three of the workplaces
conveniently were in buildings
connected by the city’s famed sky-
way system of glass-enclosed walk-
ways.

Norwest officials said tkat receat
constructicn of new offize build-
ings had created a glut of office
space in Minneapolis at the time of
the fire, which made the bank’s re-
locaticn task muck easier than it
might hava been in another city.
Owners of unoccupied spaze szarted

contacting bank oZficials the night
o- the fire.

ir.g the day after the fire, the
bank leased more than 300,000
square feet of office space. Norwest
had occupied 400,300 square feet of
the bank building s 550,000 square
feet of cffice space

Do you handle environmen-
tal or product liability claims
for an insurance company
or a self-insured?

And do you sometimes
wish that you had more
knowledge about product
ligbility? Cr the Clean Air
Act? Or environmental
causes of disease?

Now there’s help for you
from the UAC Environmen-
tal Team. This group of 30

experienced environmental
claims specialists can train
your claims people. Or
assume full responsibility
for handling environmental
claims for you.

Either way, you save time
and cut costs.

And when you need claims
information, fast, the
Environmental Team can
put a powerful computer to
work on your problem.
Based on your own claims
experience plus UAC
statistics, we can help

you establish adequate
reserves against future
environmental claims.

For more information about
our envircnmental claims
services, write or call:
Adrian M. Tocklin
Marketing Vice President
Underwriters Adjusting Co.
2 Corporate Place South
Piscataway, NJ 08854
(201) 981-8200

We are where you need us.

However, some employees were
not called back to work until the
middle of January, although they
received their regular salary in the
interim.

During this time, employees con-
tinued to be kept informed of their
status and the bank’s condition.
This contact encouraged them to
believe the situation was under
control, said Adaire C. Peterson,
Norwest Bank'’s assistant vp of ad-
ministrative services.

A special hot line was set up that
employees could call for answers to
questions they had. And a message
from bank President W. James
Armstrong was included in the first
paycheck employees received after
the fire, assuring them that their
positions would not be eliminated.

As important as providing em-
ployees with complete information,
Ms. Peterson said, is having some-
thing for all of them to do.

Some of the people who did not
return to their regular jobs immedi-
ately were given other responsibili-
ties, she said, such as directing
bank customers to new locations
that had been established for dif-

s and answering

to answer questions about the fire.

“These concrete tasks did more
than just give people something to
do,” Ms. Peterson said. “They pro-
vided social support, an opportu-
nity for people to talk with others
and share experiences.”

To encourage this interaction,
she said, the bank supplied free
and drink, as well as a place

for employees to congregate.

Companies that have been hit by
disaster also should make a special
effort to keep the public aware of

atus, Norwest officials said.

Because the company made an
effort to provide the media with
complete information, local news-
papers and radio stations were ex-
tremely cooperative in helping the
bank to disseminate instructions to
employees, such as those contained
in the initial press release.

The bank also ran advertise-
ments to assure customers their ac-
counts were safe and the bank
would continue operating.

But recovering from the disaster
required more than good public re-
lations, Norwest officials empha-
sized.

Immediate action also had to be
taken to begin cleaning up the
smoldering bank building, they
said.

One “simple, obvious step” was to
board up windows in the burned-
out building, lock doors and install
a steel fence around the building,
said Calvin Wilson, the bank’s as-
sistant vp of security. This work
started the day after the fire.

“Everyone wanted to get into the
building right away, to see which of
their possessions were left,” he said.
“We had to provide them with a
safe opportunity to do that, while
maintaining our records that were
in the building and hadn’t been
destroyed.”

To limit access into the building
and maintain security, special
passes were printed that were re-
quired for entry into the building
beginning the day after the fire.

“You can’t be too stringent in al-
lowing access,” said Virgil M. Diss-
meyer, executive vp and corporate
operations officer for Norwest In-
formation Services Inc., the data
processing arm of Norwest.

People who wanted to enter the
bank building had to receive spe-
cifie approval from Mr. Dissmeyer
or another specially designated se-
curity official.

Security guards from contract
services were hired to check the
passes, with help from bank em-
ployvees. In addition, off-duty

Continued on page 26




How safeis your
reinsurance?

2 With deteriorating underwriting results
—3 comes the question of the financial stability
of some reinsurers.

Staying power is something North
American Re has proven since the turn of
the century.

In fact, North American Re is still paying a
claim that occurred nearly seventy years ago.

The next time you place a reinsurance risk,
be sure the reinsurer will be around to
pay a claim.

Even in the 21st Century.

NORTH AMERICAN

:fb In these uncertain times,
it doesn’t pay to be uncertain about your reinsurer.

NORTH AMERICAN REINSURANCE CORPORATION 100 EAST 46TH STREET NEW YORK, NEW YORK 10017 TELEPHONE 212-907-8000
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Bank restored vital operations quickly

Continued from page 24

armed Minneapolis policemen
were stationed on the street around
the building to discourage intruders
from entering the building.

It took two weeks to remove all
the records that hadn’t been des-
troyed by the fire, Mr. Wilson said.

Meanwhile, efforts were being
made to restore vital banking
functions in other locations.

Perhaps the most important ser-
vices to get back in operation from.
a public relations standpoint, Nor-
west officials said, were those in-
volving consumer banking.

“It's only 10% of the bank's busi-
ness,” said Mr. Nelson, “but its ap-
pearance is vitally important to ou=
public image.”

For this reason, he said, custom-
ers were assured their accounts
were safe through press releases,

fliers. advertisements and personal
contacts.

Mar.agement also decided the de-
partmant aad to be returned to vir-
tually ncrmal operaticn by the
Monday following Thanksgiving.

“Customers would be willing to
put up wizh difficulty, at least for a
while,” Mr. Nelsor. said. “But they
wantad to be able to use the bank.”

The 350 consumer banking em-
ployees were contacted the night of
the fize and directed where to re-
port the next day. Temporary space
in nearby buildings was located
over the weekend and furniture
was ordered Friday night and deli-
vered Sunday.

“You wouldn’t believe how coop-
erative local stores were in helping
us,” Mr. Dissmeysr said. “By the
end of th2 weekerd. we must have
cleared oat just about ali the furni-

QUESTION:
WHERE CAN | FIND EMPLOYEE BENEFIT PLANS

THAT BENEFIT THE EM

ture for sale o- lease ir. Minreapo-
lis.”

Had the fire taken place curing
the depths of winter, with several
feet of sncw on the ground, moving
this furniture, as well as many
other recovery activities, would
have been far more difficult, Nor-
west offic:als point out.

Because there was a chance of se-
vere water and smoke damage, the
safety-devosit vaults underneatn
the bank building, which koused
some 15,000 safety-deposit soxes,
were not opened unti- the Thurs-
day after the fire, Mr. Nelson said.

The vzult opening was video-
taped, he szid, “to show there was
no cove=-ug.” Virtuallv none of tke
items stored in the boxes were da-
maged cor destroyed, officals said.

An important factor for busi-
nesses that own buildings thet have

e ma -

PLOYER T0O0?
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Benefit from our experience.
At Bragugher, we have a variety of plans to
choose from. Some, like Greenwood Plus, provide
big protection for smaller employers. Others offer
optimum Stor-Loss protection for larger employers.
But every plan is built on Brougher experience.
Every plan is backed by Brougher expertise.
And every plan is designed to be good business
for any business. Benefiting the company man.
And the man who owns the company.

bz2en hit by disastars, officials
noted, is the maintenance of good
relat.onships with ter.ants.

Bv the end of the weekend after
the fire, each of the bank building'’s
eight tenants, wh:ch occupied
aoout 150.000 of the building’s
530,C00 square feet of space, had lo-
cated space, they said.

Norwsst officials say the burned-
out building will be demolished, at
a cost of $1.2 to $1.3 million al-
though no date has bzen set. A new
kuilding on the site should be com-
Elete by 1937, they add.

In the meantime, the bank will
continue to operate in temporary
facilities in downtown Minneapo-
lis. Pleacement of operations in
thesz locations is in izs final stages.

Because the city’s downtown
erea is geographically compact, op-
erations will not be severely hin-

BROUGHER.

The Answer

For more information on Brougher Employee Benefit plans,
attach your dusiness card to this ad and mail it to this address.

BROUGHER AGENCY, INC.
Lloyd's London Correspondent

PO. Box BAI, Greenwood, Indiana 46148

(317) 635-8212

dered during this period, Norwest
officials said.

Although the bank’s losses may
exceed $100 million, Norwest offi-
cials say they have been able to
learn from the experience.

In fact, records of the recovery
process have been documented and
will be saved to serve as an infor-
mation source in the event of fu-
ture catastrophes.

One of the most important les-
sons the fire taught supervisors was
to resist the urge to overmanage,
Mr. Nelson said.

“We had lots of participative del-
egation,” Mr. Dissmeyer said,
“stripped away a lot of red tape
and, almost without exception, saw
people handle responsibility they
had never had before.

“Now, we'd like to retain the cor-
porate culture that developed.” =

Special committee
worked with insurer

BALTIMORE—Good documen-
tation and record keeping are es-
sential for businesses seeking pay-
ments from insurers for disaster
losses, said Richard H. Klovstad,
Norwest Corp.’s risk management
vp.

“The better you prepare your
claim, the better your chances of
collecting. And your skills in nego-
tiating have a direct relationship to
the amount of your award.”

Norwest’s insurance, a blanket
replacement value property insur-
ance policy with an extra-expense
endorsement, is provided by St.
Paul Fire & Marine Insurance Co.

Norwest does not carry business
interruption insurance, Mr. Klov-
stad said, “because we're a service
organization and can’t afford to
stay closed.”

The company’s claims, which
have been estimated at about $80
million, have been settled in prin-
cipal, he said.

To guarantee reimbursement for
its claims, Norwest established a
claims management control task
force immediately after last year’s
Thanksgiving Day fire to identify
the total loss and claims that would
be filed with St. Paul.

The task force was made up of
people from Norwest's insurance,
accounting, legal, building and data
processing departments, as well as
an outside consultant. It met
weekly to suggest decisions it
thought management should make.

The purpose behind the task
force was to let it worry about the
insurance claims process so other
employees responsible for the bank
operations could worry about get-
ting the business functioning again,
Mr. Klovstad said.

One of the first items of business
for the task force was to spearhead
an inventory of items recovered
from the building to determine
what had been lost.

All of the proof-of-loss records
generated were kept in a locked
document room. The names of all
persons entering and leaving the
room were recorded. A card catalog
of claims records was developed.

Eventually, the amount of docu-
mentation became so great that a
messenger service had to be em-
ployed to move the records, Mr.
Klovstad said.

Items that would be replaced in
the event of a disaster should be in-
sured for their replacement cost,
Mr. Klovstad advised. If an item
would not be replaced, it should
only be insured to its current cash
value, he said.

“However, insurance is not a
substitute for the control of risk,”
he said. “A company that carries
insurance should take whatever
steps to react to a disaster that a
company without insurance would
take.” n
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Shand, Morahan has an E&O
program that covers everything

from soup to nuts.

It’s our Miscellaneous E& O coverage, and
we’ve just expanded it to include small
risks as well as big ones. )

Now even if your client doesn’t fit our
usual professional liability categories,
or if he’s in a business that’s slightly out
of the ordinary—Dbut still requires E&O
liability protection—you can insure him
through Shand, Morahan, the professional
liability leader.

Occupations and activities covered by
this program include: agriculture consul-
tants, broadcasters, computer consultants
and suppliers, testing labs, claims adjusters,
franchisors, associations, and a wide
range of traditional as well as untraditional
and all-new professions and services.

Liability limits under our Miscellaneous
E & O policy are as high as $30 million.
Deductibles and aggregates can be tailored
to the needs of each risk.

For expert consultation and a quick,
competitive quote on any E&O risk—
regardless of size or category—why not
start with the foremost professionals
in professional liability insurance:

Shand, Morahan & Company.
Call Don Brayer, (312) 866-0767.

Pk

One American Plaza, Evanston IL 60201
(812) 866-2800, Telex 72-4328
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REeINSURANCE MANAGEMENT SERVICES, INC.

UNDERWRITING MANAGERS ON BEHALF OF

PINEHURST ACCIDENT REINSURANCE GROUP (PARG)

PARG provides all forms of Accident & Health Special Risk reinsurance tkrough a group of 17 Life and Property-
/Casualty companies on both a facultative and treaty basis. Current capoacity :s $10,000,000 per occurence.

CREDIT REINSURANCE GROUP (CRG)

CRG is a Pool composed of Life Insurance companies active in the Credit Life and A & H field. The facility accepts Credit
lIfe and Disability Reinsurance on both a facultative and treaty basis.

CROWN MEDICAL REINSURANCE FACILITY (CMRF)

CMRF isa market for all forms of Medical Expense Reinsurance with emphasis on the areas of self-funded and fully in-
sured per person excess and aggregate stop loss covers,

RMS

RMS provides professional reinsurance management and underwrit:ng services in the A & H/Special Risk field. RMS ac-
cepts business on both a direct basis and from intermediaries on accounts for whieca they have the authority to act.
We welcome your inquiries,
REINSURANCE MANAGEMENT SERVICES, INC.
14 COMMERCE DRIVE
CRANFORD, NEW JERSEY 07016
TELEPHONE: (201) 272-2240 TELEX: 467822

HMO rates rise more slowly
than traditional plans’ rates

ROCKVILLE, Md.—Heal:h
maintenance organizations have
been more successful than com-
mercial insurers in holding the line
on health care costs, according tc a
New Survey.

Between 1980 and 1982, the aver-
age monthly premium for individ-
ual coverage charged by traditior.al
health insurance plans rose to
$57.86 from $39.48, a 46.6% in-
crease, while the premium for indi-
vidual coverage charged by HMJs
climbed to $57.37 from $44.40. a
29.2% increase.

Similarly, the average family
premium charged by indemnity
plans increased 42.6%, rising to
$152.75 per month from $107.12,
while family coverage charged by

"HMOs rose a more moderate 34.4%

to $153.76.

w.

PATD PRESCRIPTIONS, INC.

A SUBSIDIARY OF COMPUTER SCIENCES CORPORATION

Benefit budgets are rising out of sight.

If the prospect makes you uneasy, you'd better start looking for a reliable anchor.
PAID cost-containment services. PAID brings your budget back down to earth and
keeps it there. It lets your organization beat inflationary updrafts with enhanced
prescription drug, vision, and hearing claims service. And PAID’s nationwide
provider network is everywhere. Tie down ballooning benefit costs for good. Ask
your insurance company, consultant, or broker about PAID. Write or call PAID

Prescriptions, P.O. Box 434, Paramus, New Jersey 07652, (800) 631-1679.

If current trends continue, HMO
premiums will be lower than tradi-
tional health indemnity plan pre-
miums in the next one to three
years, according to the survey con-
ducted by the federal Office of
Health Maintenance Organizations
in Rockville, Md.

To learn about HMO trends, the
OHMO in conjunction with Hay
Associates, a Philadelphia-based
employee benefit consulting firm,
surveyed 235 major employers,
most of which have offered HMO
coverage for at least three years.

The survey report, “Employer
Attitudes Toward Health Mainte-
nance Organizations,” reveals how
HMOs have grown as an alterna-
tive to conventional health insur-
ance plans. Between 1978 and 1982,
the percentage of employees en-
rolled in HMOs at the surveyed
companies climbed to 23% from
14%. By contrast, indemnity plans’
shares of the health care market
dropped to 77% from 86%.

Employers on the West Coast re-
ported the highest percentage of
employees enrolled in HMOs: 33%.
Employers in the North Central
states had the second highest HMO
penetration rate, 28%, followed by
18% among employers in the South
and 14% for employers in the
Northeast.

Large employers, those with
more than 5,000 employees, had the
highest percentage of employees
enrolled in HMOs, 25%, compared
to 20% for employers with 1,000 to
4,999 workers and 21% for employ-
ers with fewer than 1,000 employ-
ees.

Metropolitan areas that have the
highest percentage of employees
enrolled in HMOs include: San
Francisco/QOakland, 33%; Minneap-
olis/St. Paul, 26%; Los Angeles,
25%; and Portland, Ore., 23%.

According to the survey, the big-
gest HMO growth is expected in
cities where HMOs have been of-
fered only recently. Those cities in-
clude Atlanta; Austin, Texas; Buf-
falo, N.Y.; Columbus, Ohio; Dallas;
Houston; Kansas City, Mo.; Mem-
phis, Tenn; and Oklahoma City.

Although HMO membership has
increased to 12 million people from
3 million since 1970, the survey
found that the HMO concept still
turns off many employees.

The most important factor that
discourages employees from joining
HMOs was the “reluctance to break
ties with family physicians.” In ad-
dition, employers reported that
workers complained that HMOs
were inconveniently located.

On the other hand, 86% of em-
ployers said employees were at-
tracted to HMOs because the plans
had no or minimal coinsurance re-
quirements and deductibles.

While conventional health insur-
ance plans nearly always impose
higher deductibles than HMOs,
they also are more likely to offer
more than just standard medical
and hospital benefits.

For example, 77% of the indem-
nity plans offered by surveyed em-
ployers provided dental care, com-
pared with 59% of HMOs. Some 98%
of the indemnity plans offered pre-
scription drug benefits, compared
with 78% of the HMOs.

On the other hand, just 17% of in-
demnity plans provided vision care
benefits, compared with 93% of the
HMOs. In addition, 95% of the
HMOs offered hearing services,
while that benefit was offered by
only 7% of the indemnity plans.

Large employers were most in-
terested in sponsoring HMOs. Some
33% of employers with more than
5,000 employees said they would
consider sponsoring a new HMO,
compared with 21% of employers
with between 1,000 and 4,999 em-
ployees and 10% of employers with
less than 1,000 employees. .



Computerized health plan administration:

IF OUR SYSTEM DOESN'T DO
EVERYTHING WE SAY, WE'LL EAT IT.

Committing your health claims processing to a
computerized system is a big step.

The potential rewards are great. But so are
the potential pitfalls. Unfortunately, you can
never be sure the system will do what it’s
supposed to until you actually use it.

But with the new CHARLIE™ system from
Benetics, you don't have to decide to keep it
until you're satisfied that it delivers everything
we promised. .

CHARLIE'S BENEFIT “MENU”

Health plan administrators differ too much
for us to make specific promises until we've
looked over your present system. But if you're
currently processing claims manually or with
an outdated system, CHARLIE can do things
such as the following for you:

—Double or triple the productivity of your
claims examiners.

—Eliminate practically all the paperwork
you're handling now.

—Reduce errors and overpayments by auto-
matically calculating benefits, including
deductibles, co-payments, maximums,
coordination of benefits, etc.

—Produce a wealth of analytical reports that
show you exactly where the benefit dollars are
going, and how to keep control over costs.

CHARLIE: THE “SOUP TO NUTS” SOLUTION

CHARLIE is a complete, dedicated package
of hardware, software, training, and support.
It’s flexible enough to handle virtually any
combination of different plans, and any num-
ber of employers and insured. And nobody else
offers so many advanced features in one effi-
cient, smooth-running system.

Using the latest computer technology,
CHARLIE provides the power of a large sys-
tem at a fraction of the cost—and it uses your
existing office space and people.

Best of all, CHARLIE is guaranteed. Before
you commit to buying, we’ll tell you—in writing—
exactly what CHARLIE will do for you. If

. CHARLIE doesn’t deliver, you get your money
\  back, no questions asked.
If you're a third-party administrator, a self-
insuring, self-administering organization, or
an insurance company, you can dramatically
improve claims processing efficiency, and
finally get control of plan costs.
: Just call Benetics, and ask
for CHARLIE —
the guaranteed
solution.

# Benetics

We make business work better.

Benetics Corporation

335 East Middlefield Road, Dept. BI
Mountain View, CA 94043

(415) 940-6300

© 1983 Benetics Corporation.




Far too often, when it% time to try and
collect on your insurance claim, you find out
just how good that “good deal"you got really is. '
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Recently, the New York Times brought to
light the fact that corporations are having diffi-
culty getring their insurance companies to
promptly and fairly settle and pay their claims.

As these corporations are discovering, the
true cost of an insurance policy can entail a
great deal more than just what your premiums
add up to. The speed, efficiency, fai-ness and
resourcefulness of your insurance company (or
the lack thereof) when it comes to preventing
and settling claims can also figure into your
ultimate cost.

That’s why at AFIA, we feel that settling a
claim properly means more than just a fair
settlement. It also means better than fair service.
It means a commitment to use all our resources
to help you settle your claim quickly and
efficiently.

Since 1918, AFIA has built its reputation on
integrity and dependability. In no area of insur-
ance are those two qualities more important
than claims service.

Our international network of claims experts
allows us to be on the spot anywhere in the
world, wherever and whenever you need us. But
having worldwide resources and dependability
is only half of what is needed to do the job
properly. The other half is having the imagina-
tion, and the will, to do the extraordinary when
necessary.

There isn’t an insurance company anywhere
that couldn’t cite examples showing how good
their claims service is. You know the type of
examples we mean. The true test, however, is to
ask a corporation or its insurance broker—the
people who really live with the service—how
they feel their insurance company performs.

So we would like to invite you to speak with
our insureds or with your broker. Ask them the
tough questions: find out how they really feel
about AFIA’s claim service. They’ll tell you.

And you’ll discover that no matter where in
the world you are, and no matter what happens
to your company, you’ll want AFIA there to
take care of it.

And that’s not a claim, that’s just how
confident we are about what we can do for you.

AFIA

WORLDWIDE INSURANCE

Helping business
grow overseas since 1918.

AFIA, 110 William Street, New York, NY 10038, Atlanta, Boston, Chicago,
Cleveland, Dallas, Houston. Los Angeles, Miami, Minneapolis, San Francisco,
Seattle, Washington, D.C. and 230 other cities around the world.
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An actuary’s analysis of the security of a self-insured

Continued from previous page

let alone true unreported and reopened claims. Hence, when
average factors are used to estimate IBNR, there could be an
incentive to intentionally understate claim amounts. For this reason,
it is vital to collect sufficient information to ascertain an adequate
case reserve level for each self-insurer on an individual basis.

A few more points should be noted. In estimating loss liabilities, a
forecast of the future is being made. Hence, there cannot be one
right answer or one best procedure to use. A number of techniques
are available to project these liabilities. The key is to have the data
necessary to utilize the various reserving models and to assess the
relative strengths and weaknesses of each for a particular company.

" Once the cost of prior claims has been analyzed, a projection of the
cost of the future self-insurance program can be made. This will let
both the regulator and the company know the likely cost of
continuing the program and assist in deciding if self-insurance is the
best option to pursue.

Several adjustments must be made to past claims to bring them up
to the level of claim costs expected in the coming year.

First, realize that benefits are directly related to the state statute
governing workers compensation. The consistent pattern of states
for many years has been to increase legislated indemnity payments
to claimants. Also, the allowances in medical fee schedules used by
various states have increased over time, upping costs.

The net effect has been that from 1971 to 1981, nationwide benefit
levels have increased by 57.2%. This translates into an annual rate of
increase of 4.6%.

In addition to the increased benefit levels, costs may rise due to
increased claim frequency and benefit utilization. These two factors
also have generally been going up in recent years. It is not
uncommon for states to have claim costs increase at 3% to 3% a year
because of these factors. .

Finally, recognize that the exposure to workers compensation
claims has probably changed over time. The exposure is related to
both the weekly wage of employees (since this determines the
benefit level) and the number of employees covered. Nationwide
wage levels have been increasing at 7% to 9% per year.

Combining these factors, we find that workers comp costs per
employee have been increasing, on average, about 17.5% per year,

This rapid increase in claims costs also has an impact on the
adequacy of reserve levels. At an average annual rate of 17.5%, claim
costs will double in about four years. If this rapid increase in claims
costs is not incorporated in establishing individual claims reserves,
they can become significantly understated in a short period.

From a regulator’s point of view, if only the expected losses of the
self-insurer were funded, the actual losses would exceed the amount
available to pay claims nearly 50% of the time. In order to have a
greater assurance that the reserve will be sufficient to pay all claims
as they become due, an additional amount above the expected losses
needs to be set aside. This extra portion is referred to as a
contingency loading, safety loading or surplus.

The amount of contingency loading relative to expected losses
depends upon three main factors: the amount of losses expected, the
type of loss distribution involved and the program of excess
insurance in place.

The larger the expected number of claims, the less relative
variation there will be about the average value. Hence, a smaller
percentage contingency loading is necessary. This is a result of
probability theory, known as the law of large numbers: The more
observations made, the closer the actual result should be
proportionately to the expected result.

For example, if the expected number of claims is 10, the
probability that the actual number of claims will exceed the
expected number by at least 20% (12 or more claims) is 30%.
However, when the expected number of claims is 50, the
corresponding probability is only 9%. For 50 expected claims, a 30%
Graphic: Jim Bakasetas

probability is attained at 54 claims. Hence, a 20% contingency
loading with 10 expected claims provides essentially the same safety
level as an 8% contingency loading with 50 expectad claims.

The loss distribution is important because some types of claims are
inherently more variable than others. For example, major
permanent partial claims have an expected variat.on of
approximately 75% of the average claim cost. For medical
malpractice claims, the expected variation can be four times the
average claim cost. Claims that have less expected variation require
a smaller contingency loading.

Excess insurance influences contingency loading because it affects
claim cost and claim variation differently. Althouzh excess
insurance will reduce both, the claim variation reduction is usually
much greater and, hence, a smaller relative loading is possible.

Another factor to consider in setting the contingency loading is a
minimum funding requirement. This, in turn, can be related to the
maximum benefit on a single claim. At current benefit levels, a
lifetime benefit to a 20-year-old claimant could easily cost $500,000.
Although such an event may be unlikely, one might occur and
should ke considered when setting a security depcsit.

The contingency loading also plays an importar.t role for the
self-insurer. In addition to giving a single-point estimate for the
expected cost of workers compensation claims in a given year, the
analysis of the contingency lcading allows a range of results to be
given.

For example, in addition to stating that the expected claim is $1
million, a 90% confidence interval of $800,000 to $1 million might be
given. With the extra information, the self-insurer can better assess
whether the cost savings of self-insuring is worth the added risk.

Levels of self-insurance retention and excess ccverage are closely
tied to the contingency loading and the factors that affect it. In
addition, the excess coverage level is dependent upon the
self-insurer’s net worth and its attitude toward risk.

The greater the company's wealth, the more risk it can reasonably
retain, and the greater the self-insurance retention can be. The more
adverse a company is to risk, the smaller the self-.nsurance
retention and the larger the excess limits will be. A very
risk-adverse company would probably choose to purchase
commercial insurance coverage and not retain any of the workers
compensation risk. Models exist to incorporate a company's
viewpoint in the process to decide which excess caverage levels
should be obtained.

The payment patterns of self-insurance costs will normally be
determined as part of the reserving process if sufficient data is
available. This payment pattern has two main purposes.

- First, it allows the company and regulator to examine the
projected outgo in various periods to insure that sufficient funds will
be available to pay benefits as they come due.

Second, if a formal self-insurance fund is established, the payment
pattern is used to determine the amount of investment income to
offset those payments. This arises because the actual benefit
payments will not be made until some time in the future. Therefore,
only the present value of these future disbursements needs to be
funded currently. The payment pattern also can be used as a guide to
what maturity schedule the investments should follow. This will
allow sufficient funds to be available to pay claims without having to
liquidate investments prematurely.

The overall purpose of an actuarial study is to allow both the
self-insurer and regulator to obtain an accurate p:cture of the cost
and risk involved in self-insuring workers compensation. With this
information, a more informed decision can be made as to whether or
not self-insurance is the best course of action. =

Allen I. Schwartz is a senior cctuary at Woodware & Foadiller Inc. in
New York.
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They might be hard to find. special division dealing exciusively with this risk.
But they could be liable. And we'll not only insure architects and engineers for
Because in most states architects can be sued forthe claims made against them while they're our clients, we
work they did no matter how long ago they did it. can even cover their liability for work they did before |
And so can engineers. coming to us.
So if a roof falls in or a floor gives out, they, or their firms, We'll also provide protection after they retire. }
or even their estates, can be brought fo court over some- And,maybe most important,we'll do everything wecan |
thing buiit 50 years ago. Or150 years ago. to help them reduce their likelihood of being sued at all. |
In fact, even if a roof doesn't fall in, architects and engi- With seminars and manuals specifically on that topic.
neers can still be involved in a suit. And with a highly specialized in-house claim staff that ‘
After a crime in a suburban mall, for example, an archi- may well know more about the fine points of design liabil- {
tectural firm was actually sued for designing a shopping ity than any other group in the business. |
center that was “conducive to kidnapping.’ If you're interested in this subject and would like more
And if that seems absurd, consider this: an engineer was information, please write to insurance Company of North
called in as a consultant on a problem limited to the roof America at1600 Arch Street, Dept. RC, Philadelphia, Penn-
atthe Hyatt Hotel in Kansas City. He was later sued for fail- sylvania 19101, |
ing to nofice structural weakness in the skywalk that col- Or if you're an architect or engineer and would like to ?
lapsed there. discuss your specific situation, -

The point of all this is that the threat of professional liabil- please call your agent or broker. GM
ity is not only real, but growing. After all, you never know when & | A ] |
Which is why, at INA, a CIGNA company, we have a something might go Buoim. S e i |
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Fall’s the time to hit the books
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and stock your reference shelf

By Claudette Dampier

HESE recent publications can be
additions to or the beginning of your
risk management reference library.

“International Handbook”

Carolyn McDonald Wood, editor

City Financial Insurance
Publications Ltd.

20/24 Ropemaker St.,
London EC2Y 9AS

175 pages, $45 loose-leaf ring binder;
$27 for annual update service

Listing more than 100 countries, this
handbook is a round-the-world tour of
insurance laws and regulations. You can
find details on obscure places like Vanuatu
(an island northeast of Australia) and
Mauritania (in northwestern Africa) here.

Within each national listing is a
multitude of categories like licensing and
supervision, reserves, insurance contracts,
insurance with non-resident insurers,
obligatory insurance, obligatory
reinsurance cessions, premium taxes,
federal supervisory authority, state or
provincial authority, insurer associations,
chambers of commerce and legal
associations, law firms and loss
adjusters—almost more than you'd want to

books & ideas

know about insurance anywhere.

Naturally, not all those subjects apply to
all countries, or, in some cases, the
material couldn’t be found. For instance,
looking at the entries, it appears the editor
had an easier time gathering details on
Australian, rather than Angolan,
insurance regulations.

European Economic Community
directives and a list of international
organizations pertaining to insurance and
finance, as well as a bibliography are
included.

This loose-leaf edition was created
to allow update service subscribers to
easily add the inserts as they are
published.

“1983 Commercial Lines
Valuation Guide”

E.H. Boeckh Co.

615 E. Michigan St., Milwaukee,
Wis. 53202

339 pages, $38.50 paperback

If you're in charge of property/casualty
insurance for a conglomerate, a regional
fast-food chain or even a three-store group
of mom-and-pop groceries, the

“Commercial Lines Valuation Guide” is
your book.

This guide contains “cost information
and methods for determining the value of
commercial, industrial and institutional
buildings.” All the details are laid out in a
plain, straightforward manner.

The book also adds that the materials
and construction costs are pegged to the
prices of one region. But it supplies basic
instructions for the reader to figure
replacement costs for your specific
building and location.

After 28 pages of instructions, the heart
of the matter arrives—the valuation tables
for a garden variety of buildings—more
than 75 of them. A glossary and index
complete the book.

This valuation guide won't win any
awards for compelling reading. But, it has
the facts risk and insurance managers
need to make building calculations.

“Qilfield Manual”

By Jack R. Robertson, revised by Fred
Berger and Larry Caspers

Insurance Planning Inc.

P.0. Box 488, Hays, Kan. 67601

101 pages, $49.50 paper ring binder

This is definitely a nuts-and-bolts
reference guide to oilfield operations and
procedures,

The manual is composed of outlines on
various operations and procedures. The
outlines cover topics from specialty tool
operations to the installation or recovery
of casings to instrument logging to oil
reclaiming.

Within each specific outline, there are
checklists on applicable workers
compensation codes, tools and equipment
used in oilfields, commonly found hazards
and oil field terminology.

One-tenth of the manual is devoted to
an oil well and rig glossary. A two-page
description of oil property forms is
included.

Fairly standard “beauty shots” of oil
wells and rigs and equipment accompany
the text. The only diagram, an oil rig, was
accompanied by identifying terms written,
instead of printed or typed, which made it
difficult to read. =

The Perspective section, which is a
forum for readers’ opinions, is
compiled and edited by Assistant
Copy Editor Claudette Dampier. She
can be reached at 312-649-5282.

reinsurer only when the reinsured
settles a claim covered by an underlying
policy, not when the reinsured makes

a federal appellate court ruled.

Co. insured Dow Chemical Co. for all

to pay.
In 1974, North American Co. for

part of AIC’s risk and assumed a layer of
liability between $250,000 and $500,000
per damage award.

In 1977 a Minnesota jury verdict was
entered against Dow for $147,000 for
compensatory damages and $750,000 for
punitive damages caused by a fire in a
building insulated with Styrofoam, a
Dow product. While the award was on
appeal, AIC settled a number of
Styrofoam cases, including this case,
for $1.2 million. Of that settlement,
$500,000 was allocated to the Minnesota
case.

honor its reinsurance policy and
reimburse AIC for $250,000 of the
Minnesota award. North American
refused. AIC sued but lost in court.

On appeal, North American claimed
that the Minnesota jury had awarded
punitive damages against Dow for
deliberate corporate mishehavior and,
consequently, most of AIC’s Minnesota
settlement had compensated Dow for
damages excluded by the wording of the
insurance and reinsurance policies.

payments outside the scope of that policy,
During the 1970s, American Insurance

damages that Dow became legally obliged

Property & Casualty Insurance reinsured

AIC then requested North American to

legal briefs

Since the compensation damage award
was less than $250,000, North American
claimed it had no duty to reimburse AIC.
The appellate court agreed that it was
clear that the settlement here was
primarily designed to compensate Dow
for a punitive award that was excluded
from the reinsurance policy.

Therefore, the court said it would be
unfair to North American to hold it liable
for damages beyond the scope of the
policy form. American Insurance Co. vs.
North American Co. for Property &
Casualty Insurance, 2nd U.S. Court of
Appeals, Dec. 30, 1982 (BI/05/0.-$5).

Altering death benefits

The Supreme Court of Wisconsin ruled
that an injured employee can
compromise his or her dependents’ death
benefit claims.

In 1971 Francis Pigeon entered into a
general compromise agreement with his
employer and its insurer with regard to
his claim for benefits. His claim arose
from disability from emphysema and
silicosis caused by industrial exposure to
silica dust. While there was disagreement
as to whether cigarette smoking was the
primary cause, a compromise agreement
was agreed to entitling Mr. Pigeon to a
partial permanent disability of 50% of the
body as a whole. The settlement was to be
paid in installments.

Mr. Pigeon died in 1977. The insurer

paid his widow the balance due under the
compromise agreement. She then filed
for death benefits. The Industrial
Commission denied benefits but was
reversed by a trial court. The Court of
Appeals, however, restored the
commission’s decision barring benefits.

The Supreme Court affirmed.
Wisconsin law, according to the court,
allows an employee to enter into a
compromise of all liability for the injury
that is binding upon his or her
dependents.

“The words ‘all liability’ include not
only the injured employee’s claim for
disability benefits,” the court said, “but
also his or her dependent’s claim for
death benefits.” The court emphasized
that compromise furthers the purpose of
the workers compensation law by
enabling an injured employee to
negotiate a settlement and bypass the
costs and uncertainty of litigation. Pigeon
vs. Department of Industry, Supreme
Court of Wisconsin, Nov. 30, 1982
(BI/02/0.-$5).

Compensable injuries

A husband’s claim for the loss of
services and consortium of his wife was
barred by law where the wife was
injured in the scope of her employment
by a fellow employee, according to an
Ohio appellate court ruling.

Judy Maynard and Jackie Henderson

Reinsurer bound when insurer follows policy

OLLOW-THE-fortune clauses bind a

were fellow employees. Ms. Maynard
received injuries in an automobile
accident caused by the alleged negligence
of Ms. Henderson. Ms. Maynard filed for
and received benefits on a workers
compensation claim for her injuries.

Ms. Maynard and her husband, Harry,
filed a suit against Ms. Henderson for
damages. Mr. Maynard’s claim was for
loss of services and consortium derived
from his wife's injury. The trial court
dismissed the suit.

At issue on appeal was whether the
workers compensation law, which bars
actions against a fellow employee, was
applicable to Mr. Maynard’s claim against
Ms. Henderson. She argued that the only
condition in the law for her immunity
from suit was that such injury,
occupational disease or death of the
employee be compensable, not that a
derivative claim of a third party be
compensable.

According to the court, the only injury
that must be compensable to provide
immunity against any damage claims was
the bodily injury to the employee. The
court affirmed the lower court decision.
Maynard vs. Henderson, Court of
Appeals of Ohio, March 9, 1982
(BI/04/0.-$5). =

These abstracts were prepared by Cases
Unlimited Inc. A copy of an entire deci-
sion may be obtained by sending a check
for $5 made out to Cases Unlimited to
Business Insurance, 740 N. Rush St., Chi-
cago, Ill. 60611. List the number for each
opinion. . .
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Smart computers wisely choose
Affiliated/ Appalachian EDP-3 every time.

So do smart risk managers. You'd be
hard put to find broader data processing
coverage or a more flexible policy anywhere.

With Affiliated/Appalachian EDP-3
you are covered for magnetic erasure from
short circuit, blow out, brown out or power
surge —with no special deductible. Our
EDP-3 covers air conditioning accidents

that cause rust, corrosion, or change-in-
temperature damage to your computer. Off
premises storage of data or media is auto-
matically covered to $100,000. You are
protected against employee damage to
electronic data processing equipment, data
or media. And you can elect coverage for
everything else, from computer fraud to
business interruption.

Ask your own computer which policy
to choose. We'll be expecting your call.

Affiliated FM Insurance Company

Appalachian Insurance Company

Associated with Allendale Mutual Insurance,a member
of the Factory Mutual System

Allendale Park, P.O. Box 7500, Johnston, R1 02919,
Telephone (401) 275-3000
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Fifth annual ASHRM conference

Hospital risk managers stress fundamentals

By SALLIE J. DRURY

BOSTON—Hospital risk man-
agement is no longer the paper-
shuffling job of the past.

That's the message that was deli-
vered to those attending a session
on the fundamentals of hospital
risk management that kicked off
the fifth annual conference of the
American Society for Hospital Risk
Management, held Aug. 29 to Sept.
1 in Boston.

The ASHRM presents the funda-
mentals session annually at its con-
ference to provide the many new
hospital risk managers—entering
the field from a variety of back-
grounds—with the basics of dealing
with a hospital’s particular risks.

Jane J. Reynolds, director of risk
management for the Greenville
(S.C.) Hospital System, was one of
four panel members sharing “not
just the fundamentals for begin-
ners, but extra tidbits for every-
one” on hospital risk management.

“The first thing is that we can't
tell you how you are going to set up
your risk management program,”
Ms. Reynolds said. “There's no one
way to do it.”

“And, there is such a broad scope
of responsibilities that all of your
positions will be different,” said
panelist Carol Y. Niedt, loss pre-
vention consultant with the Health
Care Insurance Exchange, a non-
profit insurance company owned
by New Jersey hospitals, based in

‘Credibility is a major issue. | get
asked, ‘How much money have you
saved us?’' Everyone wants hard
data to justify the risk management
department,” Ms. Reynolds says.

Princeton, N.J.

Although panelists said hospital
risk managers wear many hats,
they share common goals, like pre-
venting losses, and common needs,
like increasing their credibility.

“Credibility is a major issue,” Ms.
Reynolds said. “I get asked, ‘How
much money have you saved us?

Everyone wants hard data to justify
the risk management department.

“Plus, risk managers are con-
cerned that they want to make
themselves indispensable.

“To start to do that,” she coatin-
ued, “you have to work on com-
municating to different people—
not just to the financial officers, but

We tell it like it is.

You'll see the best, and the worst, of your
business operation—on the spot, on tape, with

real-life accuracy.

Argonaut loss control-experts are now using
video to help our policyholders examine the way
they work, and identify how to make operations
safer. Video is just one tool we offer in employee
training and safety engineering. For clear,
accurate demonstrations, we've found it's the next
best thing to learning by doing.

Video has been invaluable in making
workplaces safer and losses fewer, both of which

Chicago Division ® 200 South Wacker Drive, Suite 2600 Cnicago, IL 60606 (312) 993-9600

can go a long way toward making premiums
lower. Sound good? A call to your agent or
broker can get you started.

Let Argonaut tell it like it is. It's the first step
toward making it the way you want it.

Argonaut
Where people

take your business seriously.

to the board of trustees, who
now realize they are responsi-
ble for everything that hap-
pens in the hospital—what
your program is all about. But
of course, you first need to
have a viable program going.”

A viable program begins
with targeting problem areas.
Panelists named medical, cus-
todial and business depart-
ments as those problem areas,

“Everyone remembers that
the medical staff poses a risk
because of malpractice liabil-
ity,” Ms. Niedt said. “And
you'll remember the risk of
housekeeping services because
you've heard stories about los-
ing wallets or false teeth, fall-
ing out of bed or slipping on a
wet floor.

“But the business office is an
often-neglected system,” she
said. “In some ways it’s the
most important system. It is
the place for patient com-
plaints.

“The first thing that takes a
patient to an attorney is anger.
The last thing you want in
your business office is some-
one pushing for payment of
treatment that shouldn't have
happened (such as hospital-
caused injury).

“If treatment is required for
an iatrogenic injury, the best
thing to do is make sure those
charges never get entered into
the billing computer rather
than telling the patient, after
the bill comes, that the hospital
is going to eat thus and such
charges,” she continued.

“Otherwise, the patient, who
has been informed that an
error in administering the
original treatment requires ad-
ditional treatment, gets a huge
bill after he comes home from
work one day. That's after
5 p.m., so he can’t get hold of
the hospital business office
until the next day, and he’s
angry.

“Meanwhile, he goes to a
neighbor, who tells him he
ought to sue. By the time he
finally gets through to the hos-
pital, he might have his attor-
ney calling you.”

The use of patient represen-
tatives also can keep anger
over any error in treatment at
alow level.

A patient representative
would notify the patient that,
say, an error had been made in
medication. He or she would
keep lines of communication
open between the hospital and
the patient.

“If a patient is given a
chance to have his questions
answered, and in a timely
fashion, and if he is assured
that the hospital is concerned
and is taking responsibility,
nine times out of 10 he won’t
be angry,” Ms. Niedt said.

If the patient relations de-
partment is doing its job prop-
erly, she said, it is looking out
for the patient’s rights and fol-
lowing up on complaints.
“They help form that bridge.
They fulfill a human need.

“Patients often don’t bother
the hospital staff for ques-
tions,” she continued. “With a
patient representative we can
say, ‘Here at last is a person for
you to contact with your ques-
tions.™

Ms. Niedt also stressed that
the risk manager needs to get
feedback from the patient re-
lations department to make

Continued on page 39
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Effective patient relations can help cut claims

Continued from page 38
sure problems are handled quickly
or help head them off.

While the patient relations de-
partment provides a means of com-
munication between hospital and
patient, the risk manager also is
concerned with communication be-
tween himself and the hospital
staff, the panelists said.

“Rounds, or personal visits to
other departments, are crucial,”
Ms. Niedt said. “Meet the depart-
ment heads. Visit the areas. Let
these people know you are a non-
threatening person.”

Risk managers also should have
an open-door policy, she stressed.
“It makes it difficult to manage
your time that way, since anyone
can come in and interrupt a project
at any time, but in the end you'll be
glad you have the communication.”

However, she added that the
open-door policy requires two-way
feedback, that risk managers must
follow up when problems are
brought to them. “You have a re-
sponsibility to get back to those
people that come in, tell them their
comments have been useful and
tell them how the incident turned
out,” Ms. Niedt said.

Communications may zlso take
the form of an incident report. This
is a written, objective record by a
witness of any occurrence involv-
ing a patient, visitor or employee
that could result in a claim.

“You have some flexibility on
what you want to have on your in-
cidence reports,” said Peggy Mar-
tin, director of quality assur-
ance/risk man-
agement for
Children’s Hos-
pital Medical
Center in Bos-
ton. “But you
must give your
people guide-
lines on how and
when to fill
them out.”

Ms. Niedt
agreed and
stressed that everyone in the hospi-
tal is qualified to complete an inci-
dent report.

“If someone falls out of bed and
they're discovered by housekeep-
ing, that's who should fill out the
report,” she said. “Don’t make the
housekeeping person tell his super-
visor who tells the head nurse who
fills out the report. That's third-
hand information.

*Just because they aren’t de-
greed or clinical people doesn’t
mean they can't record their first-
hand observances of the incident,”
she said.

“And the risk manager must be
privy to all this incident report in-
formation,” Ms. Martin added.

-

Ms. Niedt

Although incident reports can
provide the risk manager with val-
uable information to both head off
potential claims and target new
risk areas, they may also expose the
hospital to more risks, depending
on what state the hospital is in.

“Find out if incident reports are
discoverable in your state,” Ms.
Niedt said. “If so, you have no pro-
tection from litigation.

“You need to be very careful in
your design of the reports and what
they include. Don't ask, ‘What
could have been done to prevent
this problem?’ because that's con-
jecture. If incident reports can be
called into court, that kind of ques-
tion will mean just getting cut your
checkbook and moving on to the
next incident.”

Ms. Reynolds reminded those at-
tending the conference that most
incidents have only the slimmest
chances of resulting in lawsuits, al-
though they are helpful in other
ways.

“You get them on everything

and 99% of thern will be consulted,
dealt with and shelved,” she said.
“Those 99% never see the attor-
ney’s office.”

Similar to incident reports is the
medical log, written information
maintained by various departments
but not submitted to the risk man-
agement office.

“The log has saved many a de-
fendant’s neck,” Ms. Niedt said.
“It's very problem-oriented, and
you're the one who needs to know
what the problems are.”

“If there has been an equipment
failure, if the lab has taken forever
to get results back, if assistance is
offered a patient anc the assistance
is refused, it will be in the log. And
the log will be verv important if
the patient sues for negligerice,”
Ms. Martin said.

If there is a lawsuit or claim filed,

the risk manager may or may not
oe involved in the legal process. If
ne or she is not, the risk manager
should know who handles claims,
who screens the incident reports
and the insurers. The risk manager
should also be involved in the dis-
covery process when information
on the case is exchanged among the
parties involved.

Other tips on handling claims
were provided by Ms. Reynolds:

e Make medical management
the immediate response. “In any
claims situation, you do as much as
you can medically first,” she said.
“Record the information, handle
the problem and then find out why
it happened to prevent a recur-
rence.”

® Preserve evidence. “If a sales-
man comes for faulty equipment,

never give it up. Tell him to test
another piece of equipment from
the same lot number, but save your
evidence.”

® Document all incidents.

e Notify physicians of all un-
usual circumstances.

® Start an investigation as soon
as possible.

® Control the repercussions of
the particular incident by com-
municating formally with the staff
involved.

® Zvaluate costs.

® Develop a communications
system for billing if charges are to
be retained by the hospital.

e Xnow who is influential at the
insurance company and in the at-
torney'’s office.

® Xnow the statute of limita-
tions in your state.

“Finally, the sooner you decide

to defend or settle, the better,” Ms.
Reynolds said.

“And if you aren’t the person
who buys insurance for your hospi-
tal, get on the committee that buys
it, even if it's advisory status,” she
said.

“You are the one with all the
data on losses.”

And know how cases that go to
court turn out, she said. “They will
affect your premium.”

“You need to combine the expe-
rience of all of your professions in
risk management,” said Sharyn
Colegrove, coordinator of risk
management at South Bay Hospital
in Redondo Beach, Calif. “Even in
the hospital, especially in the hospi-
tal, you have to follow the basic
risk management steps: identifica-
tion, elimination, reduction, as-
sumption and transfer.” .
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Hospital risk management growing rapidly

By SALLIE J. DRURY

BOSTON—Ttey come from the

legal department. They come from
the quality assurance area. They
come from the r.ursing field. Some
even come from insurance back-
grounds.

“More anc maore people are being

handed the title ‘risk manager' in
hospitals,” says Jane J. Reynolds,
director of risk management for
the Greenville (S.C.) Hospital Sys-
tem and president-elect for 1985 of
the American Society for Hospital
Risk Management.

These new risk managers gath-
ered with the seasoned profes-
sionals for tne f:fth annual confer-
ence of the American Society for
Hospital Risk Management of the
American Hosp:tal Assn., held Aug.
29 to Sept. 1 in Boston.

“We're just beginning to define
the term ‘risk management,” Ms,
Reynolds said. “At that, the defini-
tion needs to be flexible.”

David Meyers, ASHRM director
and senior staff specialist at the
AHA in Chicago, estimates that the
number of hospital risk managers
has increased by 25% to 30% in the
last two years.

In 1980, about half of the hospi-
tals in the country had risk manag-

‘We were very pleased with
the turnout. The meetings are what
really set us up for success, so we

put a lot of time into planning
them,’ says William Ryan.

AR e

ers, he estimated.

Unlike the commercial risk man-
ager, who often has emerged from
a background of purchasing insur-
ance, the hospital risk manager is
only just now gaining financial re-
sponsibilities.

“The purchase of insurance had
been left to a financial executive,”
Ms. Reynolds said. “But increas-
ingly, hospital risk managers have
been given the insurance responsi-

bilities.

“Now that we have these respon-
sibilities, we want to have more
control over the financial aspecs of
risk than just calling a broker and
asking for a policy,” Ms. Reynolds
continued.

“We have a tendency to be suspi-
cious when someone says ‘Here is
what I'm selling and here are your
needs.” We want to be able to say
‘Here are my needs and here is
what I want to buy.”

These new responsibilities for
hospital risk managers mean addi-
tional education and training are
necessary. And, with so many more
people with different areas of ex-
pertise entering the hosgital risk
management field, there is a ter-
rific demand for education aro-
grams.

ASHRM is one organization that

their health and well-being.

While exploring issues that are critical to your professional responsibili-
ties, the BI Conference will focus on the foundation of effective communi-
“The Art of Persuasion.”” A clearer understanding of the
methods used by experts in your field will help you achieve better target-
ing of communication and more efficient utilization of your company’s
benefits programs.

You'll leave this Conference with a new perspective that's bound to

cation ...

have a positive effect on your company’s bottom line!

AGENDA

These sessions and speakers have been selected to help you meet the

challenges of your profession:

» The Art Of Persuasion - Ron Hoff, Exec. VP, Foote, Cone & Belding

* Regulation & Legal Requirements - Peter
Reporting & Plan Standards

» Explaining Salary Reduction Plans - Robert Penzkover, Dir. of Benefits,

The Quaker Oats Company

s Wellness Programs - William E. Hembree, Dir., Health Research Institute;
Denise Maleska, Dir. of Human Resources, Agricultural Division, CIBA-Geigy
Corp.; Dr. Joseph C. King, Dir. Employee Health Services, Continental lllinois

Mational Bank & Trust Company of Chicago

* What Makes A Winning Communications Program - Herb Zeltrer,
Herbert Zeltner Inc., Marketing & Communications

* Innovative Ideas - Andrew Corn, Ad Master; Polly Carpenter,
Carpenter Graphic Design, Inc.

* Employee Attitude Survey's - Rhonda Karp, Ed. D., Assoc. Dean, College of Allied
Health Sciences, Thomas Jefferson University; James Weitzul, VP, Johnson & Higgins

Breakout sessions afford you the opportunity to zero in on a specific problem you may

be facing. Select one session that best meets your needs:

+ A Joint Session On: Essential Elements In Your Program/How To Work With
Suppliers - J. Frank Swygert, Jr., President, Benefits Media, Inc.; { aRue Foster,
Manager,Employee Benefits Communication, Corporate Communications Dept.,

Boise Cascade Corporation

* Changing Benefits Strategy - Joseph Duva, Director, Employee Benefits
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an important conference
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OF COMMUNICATING
EMPLOYEE BENEFITS

and

THE ART OF PERSUASION

November 1 and 2
The Knickerbocker Hotel, Chicago

In today’s economic climate, corporations are particularly sensitive to the
rising cost of benefits and are concerned about more efficient and effec-
tive ways to communicate the value of benefits to employees.

Every step of the way, the ‘art of persuasion’ plays a key role ...
whether you're persuading management on the need to monitor benefit
programs and communication ... persuading employees to use their bene-
fit plans wisely ... or, convincing workers to change attitudes to enhance
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And, our special luncheon speaker, Edward
Davey, Executive Director & General Coun-
sel, Association of Private Pension & Wel-
fare Plans, will discuss what employers can
do now and in the future to prevent the en-
actment of unfavorable benefits legislation.

Another highlight of this conference includes
the presentation of the 11th annual EBC
Awards. You will also have the chance to
view some of the communication programs
submitted for this Competition that will be
displayed in the EBC Gallery. And the Ben-
efits Literature Gallery makes it possible for
you to collect some of the latest benefits in-
dustry information available.

The cost is $495. A 10% discount is of-
fered to additional registrants from the same
company. The fee includes sessions, work-
book and educational materials, plus some
meals. For details see brochure. Payment
required with registration (checks or credit

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

. For program details, registration forms,
hotel and flight information write to:
Communication Services Department
BUSINESS INSURANCE
220 East 42nd Street, NY, NY 10017

Ann Vazquez at 212/210-0137 or
Beth Levine at 212/210-0229

satisfies this demand. The 3-year-
old society ballooned from a 10-
member task force in 1980 to about
1,150 members today with 13 chap-
ters across the country.

“It all started in 1978 when a
group of us approached the AHA
with the idea of forming a society
of hospital risk managers,” said
Steven L. Salman, director of risk
and insurance management at Sis-
ters of Charity Health Care in Cin-
cinnati.

Mr. Salman was one of the so-
ciety's founding members.

“Although the AHA didn't
think there were enough of us to
merit a society at first, they said if
we could gather enough interested
persons, they would go ahead,” he
said.

“We sent out petitions to see if
there were risk managers in hospi-
tals out there who were interested
in forming a society. When about
150 petitions were returned in
about 15 days, the AHA was con-
vinced and formed a task force to
start planning our new organiza-
tion.”

The 10-member task force, ap-
pointed in the fall of 1979, quickly
elected officers and called the first
meeting in March 1980 in New Or-
leans. About 200 people attended
that conference.

This year, more than 500 at-
tended the Boston meeting.

“We were very pleased with the
turnout,” said ASHRM President
William Ryan, insurance and risk
manager for the University of
Michigan in Ann Arbor, which op-
erates a hospital. “The meetings are
what really set us up for success, so
we put a lot of time into planning

| them”

“I think our continued profes-
sionalism is what was evident at
the Boston conference,” said Bill
Rogers, president-elect of ASHRM
and director of risk management
for Conemaugh Valley Memorial
Hospital in Johnstown, Pa. Mr.
Rogers' term will begin in January
1984,

“I'd like to see the society con-
tinue to develop that professional-
ism, and I'd like to continue Bill's
efforts. He wanted to make sure the
organization gets closer to its mem-
bers and makes full use of all its
members, not just one small group
of people,” he said.

The ASHRM organization is
led by a board of directors. The
board is comprised of a president, a
president-elect, a society director
and five other voting members of
the board; all members serve one-
year terms. The immediate past
president remains on the board in a
non-voting advisory capacity.

While the purpose of the society
is to “advance the develop-
ment. . .of the professional practice
of hospital risk management”
through educational activities and
professional relationships, the
ASHRM conference participants
had time for some levity while ad-
vancing themselves professionally.

The society hoped to increase
risk manager visibility by selling
T-shirts screened with the logo:
“Risk managers cover your assets.”

And these risk managers demon-
strated their cool in a crisis.

When the hotel fire alarm
sounded in the wee hours of the
morning of Aug. 29, the risk man-
agers dutifully proceeded to the
exits of each floor to await
instructions from hotel staff.

The alarm turned out to be the
result of an extra-sensitive smoke
detector, and guests padded back to
their rooms. But, rather than
grumbling, one pajama-clad risk
manager asked his 23rd-floor
neighbors with a smile, “Do you
suppose they planned this as a wel-
come for us?” =



G SS=CRE SRR G e A s S o ) e

‘Y¥e're Better
"Than Bests

REPORTED U.S. CIAIM COSTS AVERAGE INCREASES*

PN s e

10vsl2

INDUSTRY - HEM

#% The figures above speak for themselves.
& HCM controls claims costs. We've done it
for our clients, and we can do it for you.
Because we have a specialized approach to
== claim management.
You see, HCM is not just a claim adjustment company.
Our job is claim management. We take on the entire supervi-
sion of your claims, from investigation and evaluation, to
negotiation and settlement. Every step of the way looking to
keep your costs down and to save you money. ‘
CM even performs an auditing function that can help
you determine if your claims dollars are currently being spent

wisely. We'll come in and evaluate your existin% program, be

it an Inside operation or an outside service, and let you know
how it can be improved. If need be, we'll even tailor a new
program to fit your specific needs.

So whether you re a self-insurer or a broker working with
a client, and you're interested in keeping claims costs under
control, call HCM at 212-980-2727 or mail us the coupon below.

And we'll show you what it may take to be better than Bests.

*5 year actual average of U.S. Claims Costs Indexes (1978-1982) on Auto Bodily Injury, as reported by
Best’s Review, June, 983, versus HCM's claim cost index over the same time period.

O Please send me your brochure.

[OPlease have your representative call me at__ |
Name |
Title |
Company
Address _ l
City State Zip I

Mail to: Thomas J. Santorelli, Vice President I

|
I
I
|
I

HCM Claim Management
660 Madison Avenue, N.Y., N.Y. 10021

HCM

Claim Management Corporation

— — — — — — — — — — —



42 / business insurance, September 26, 1983

New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0133

Chicago:

740 Rush Street, IL 60611 (312) 649-5275

Los Angeles:

6404 Wilshire Blvd., CA 90048 (213) 651-3710

Reporting weekly for corporate risk,
employee benefit and financial executives.

Goming Up!
California
Market Report

Issue Date: October 31, 1983
Ad Closing: October 18, 1983

Ambulatory care centers
pose hew types of risks

By SALLIE J. DRURY

BOSTON—Hospital risk manag-
ers are waking up to a new expo-
sure: the walk-in clinic or ambula-
tory care canter.

More of these ambulatory care
centers are springing up. Anc as
utilization of these centers in-
creases, hospitals are anticipating
more malgractice claims.

“Until now, hospital risk mar.ag-
ers have wondered, ‘Why bother
with a risk managament program
in this setting?'” said Sandras L.
Read, vp for program developmrent
at consu_tant Affiliated Risk Con-
trol Administrators of Pennsy.va-
nia Inec. in Pittsburgh. Ms. Read
spoke at tane American Society for
Hospital Risk Management mzet-

“PVE GOT TOO MUCH AT RISK TO
TAKE A CHANCE ON RISK MANAGEMENT.
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ing Aug. 29 to Sept. 1 in Boston.

“The risk for care given in the
ambulatory setting just wasn't that
high in the past,” she explained.
Now, there are several reasons why
the ambulatory care setting de-
mands a risk management pro-
gram, she said.

“First, there has been an increase
in consumer demand for ambula-
tory care. There is an increase in
the number of procedures per-
formed on an ambulatory basis, in-
cluding surgery. And, there are
more centers opening up.

“Second, we anticipate that hos-
pitals will be pushing for earlier
discharges because of the new pro-
spective pricing regulation (for
Medicare and Medicaid patients) to
cut costs. This means increased uti-
lization of outpatient treatment
centers.

“Third, the outpatient clinic in
the hospital or health maintenance
organization is often the first place
of contact with a hospital. It is
where the first impression of the
institution starts, and if that is a
bad impression, e
consumers will
be more eager to
file suit. i

“Because of
these things,
hospitals are an-
ticipating more
claims and law-
suits generated
from ambula-
tory care cen-
ters.”

But in these settings, the care
providers are more accessible to the
risk manager, more vulnerable to
risk and, therefore, more educable
in preventing risk, she said.

Ms. Read advised that risk man-
agement for these centers should be
every bit as thorough as that for in-
patient settings.

“Jurors will not accept a lower
standard of care,” she said. “Carry
over (from the hospital setting) as
many concepts, procedures and
forms that you can.

“Be sure to have physician in-
volvement,” she added. “If possible,
have each department (of the hos-
pital) review the type of care given
in this setting, or at least have the
(hospital) medical director make
the reviews. And, at least one indi-
vidual from the ambulatory care
setting should report to the risk

&
Ms. Read

' management department.”

These reports would include pa-
tient or staff complaints; reports
from the utilization review coordi-
nator telling how many patients
must be admitted to the hospital
because of mismanagement in the
ambulatory care setting; and qual-
ity assurance audits on the care
given in the center, including mor-
tality and morbidity figures.

The risk manager also should be
informed of requests for medical
records by attorneys or patients.

“Find out why someone wants to
see the medical record,” Ms. Read
advised. “Often it will be the first
indication of a potential claim and
an indication that there has been
breakdown in the communication
between physician and patient.”

Although the risk manager needs
a great deal of information from
the various physicians and staff of
the center, Ms. Read stressed that
this information need not be deli-
vered in a formal report.

“Verbal reporting will be your
primary method of gathering in-
formation from physicians,” she
said. “They are more likely to pick
up the phone than fill out reports.

“But you will also need some oc-
currence forms filled out. Keep
that form simple. And educate—by
department—what they should
look for and report.

Continued on page 44
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Ambulatory care centers create new types of risks

Continued from page 42

“Also, develop a system for review of diag-
nostic reports and consultations. These include
reports from pathology and radiology, plus
* blood chemistries, cultures and records of con-
- sultations.
- “Telephone triage has its own protocol and
' accompanying documentation,” Ms. Read con-
tinued. “The risk manager shculd receive in-
formation on the patient’s complaint and tele-
phone advice given. If you call a patient and
don't document it, you are going to have a poor
defense in the future (if a claim should arise).

“All of these forms, plus those used as care
orders, such as prescription forms, should also
go into the patient’s medical record. If there is
- an error—for instance, on the part of tke phar-
macy—it puts you in a better defensikle posi-
. tion.”
. “Whatever forms and methods you use, be
- flexible,” she advised. “It's not how you get the
- information, but that you get it accurately and
* in a timely fashion.”

Communication between risk manager and
ambulatory center staff is essentizl :f the risk
manager is to obtain that accurate data, Ms.
Read said.

in ambulatory centers, the staffs also must be
educated about risk management. -

*To reducs risks you must educate the staff,”
Ms. Read said. “You need to remind them that
only properly ‘credentialed’ pecnle may ad-
minister the care. Each department should re-
view who, cther than physicians, can perform
certain procadures, what their suparvision will
be and whether you are within the scope of the
law. Then they should report back to you.”.

Ms. Read said she also anticipated an in-
crease in the number of potential and actual

«claims involving so-called physicizn extenders,

such as nurse practitioners or nurse/midwives,
will increass. The scope of duties assumed by
physician extenders should be communicated
to the risk manager.

“And in the telephone envirorment, when

ODDBALL RISK?
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NORTH STAR.

Most insurance problems come in ordinary shapes
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normal risks. But
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czre instructions zre administered over the
phone, nurses sometimes forget they are
nurses taey forget they still need orders and

' ezannot practice medicine,” she szid.
Besides ccmmunicating with the caregivers

“Education i5 communicating between you
and the staff in the ambulatory care setiing,
but it is also increas.ng comr-unication be-
tween the various departments at the center.
Maybe recommend a joint medical conference
tc inerease this communication.

“And, when they corhmunicatz to you, pro-

vide feecback to the various departments as to
- how you are handling a situation and how
- their information is being received.

“At first it may seem like it’s not worth the

- eZfort ir. the ambulgtory care setting,”

Read said. “You'll receive far fewer reports——-
maybe only 40 a month mstead of 200 (in. the
hospital setting).

“Bui, you'll find that you rized to look at
those reports even more carefully. There are

_ very few oceurrences in this setting that don't
~ require some action.”

Doctors often
won’t follow
hospital policy

BOSTON—To the hospital risk
manager, a physician can be a
walking time bomb that sets off a
medical malpractice suit.

With risk management a relative
newcomer to the health care scene,
physicians can be less than cooper-
ative when it comes to the risk
manager and his wagonful of
forms, says one physician.

The hospital risk manager’s chal-
lenge is to gain the cooperation of
physicians so that the risk of mal-
practice claims is reduced.

“You must work with the physi-
cians because they are the ones
who create the big losses. But, you
work in a very difficult environ-
ment,” said Dr. John P. Cossa, vp of
medical affairs at St. Agnes Medi-
cal Center in Philadelphia.

Dr. Cossa spoke at one of the
keynote sessions at the American
Society for Hospital Risk Manage-
ment fifth annual conference Aug.
29 to Sept. 1 in Boston.

“You'll never hear about all the
good cases, only the problems.
Everybody is uptight. Physicians
are uptight,” he said.

“Here is the physician/risk man-
ager scenario—
the physician |
wants auton- |
omy, he gets |
control. The % '
physician wants |
respect, he gets |’
suspicion. The
physician wants |
independence, |
he gets someone
stressing inter-
dependence.
And the physician wants prestige,
but he finds he is subject to hospital
policies like everyone else,” Dr.
Cossa said.

Since the hospital risk manager
has a number of odds working
against him or her in developing
rapport with physicians, Dr. Cossa
advised a pragmatic approach in
dealing with them.

“Try to understand physician be-
havior,” he said. “Even years later,
the impact of the medical school’s
curriculum is not erased. (In medi-
cal school, it is drummed into doc-
tors that they are independent
agents whose purpose is to heal.)

“That may explain a physician’s
seemingly illogical reaction to a
hospital policy.

“And, don't expect very many
doctors to be gung-ho organiza-
tional people,” he advised. “That
sort of approach won't appeal to
them.

“Face these facts,” Dr. Cossa said,
“One, there is a problem in getting
doctors to cooperate with hospital
management. Two, neither the
doctors nor hospital management
is blameless in a conflict. And
three, you haven't tried everything
yet.”

Although the doctors may be
very resistant to hospital policy, Dr.
Cossa urged hospital risk managers
not to be discouraged by the “few
hard-nosed physicians” who don't
work well with anyone.

“Don’t approach the trouble-
makers,” he said, “approach those
who you think might be willing to
listen.”

For those hospital risk managers
who have had good luck in their
dealings with the medical staff thus
far, Dr. Cossa told them never to
assume that they would never en-
counter “a truly unreasonable and
recalcitrant physician. You will.

“You will never get 100% cooper-
ation,” he said, “but you can get
enough cooperation to accomplish
what you want to do.”

One way to gain physician confi-
dence is to make rounds to visit the
physicians’ work areas, However,

Continued on facing page

Dr. Cossa
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Continued from facing page
Dr. Cossa warned seminar atten-
dees on the timing of these rounds.

“It’s not the time to talk to a sur-
geon about malpractice liability
when he is scrubbing before going
into the operating room,” he said.

Another way is to read the medi-
cal staff bylaws so that the risk
manager is familiar with the struc-
ture of the medical staff. “They
will tell you where the muscle is,”
he said.

Also, the risk manager should
hold a physician-orientation pro-
gram.

“Make this mandatory,” Dr.
Cossa said. “The house staff should
attend, and you should hold ses-
sions for new staff members. This

Alaska agents
told to report
METs to state

JUNEAU, Alaska—Insurance
Director Kenneth Moore wants in-
surance agents in Alaska to notify
the Division of Insurance of any
self-funded multiple employer
health care trusts that may be
operating in the state.

Mr. Moore noted that legislation
passed last year by Congress makes
it clear that states have the power
to regulate METSs.

That legislation, sponsored by
Rep. John Erlenborn, R-Ill. and the
late Rep. Phillip Burton, D-Calif.,
requires self-funded METs to meet
certain state insurance laws (BI,
Dec. 27, 1982).

If a MET has been certified by
the Labor Department-as a bona
fide employee benefit plan under
the Employee Retirement Income
Security Act, a state insurance de-
partment can require the trust to
meet state rules governing reserves
and contributions.

And if ¢ MET fails to win Labor
Department recognition as an
ERISA-approved benefit plan, the
trust is subject to all state rules gov-
erning insurance operations. Few
self-funded METs can meet those
rules and could be shut down by
state insurance departments as un-
authorized insurers.

Mr. Moore also advised agents to
fully investigate a MET, including
those that are underwritten by in-
surance companies, before placing
risks with the trust. Factors that
should be investigated include:

® Are the METSs rates substan-
tially less than those charged by
commercial health insurers? METs
have been known to charge low
rates in order to lure small employ-
ers. Later, the MET collapses be-
cause the rates were inadequate to
pay claims.

@ Is the MET paying claims on
time? Experts note that slow pay-
ment of claims is a warning signal
that the MET may be in financial
trouble.

® Have there been frequent
changes in insurers underwriting
the MET or in third-party adminis-
trators running the MET?

Since 1977, a number of self-
funded and insured METs have
collapsed. Many small employers,
who often lack insurance sophisti-
cation, have relied on their agents
to advise them if a MET is properly
managed or if premiums paid to the
trust are used to pay for high ad-
ministrative fees and commissions
instead of claims. m

USC risk manager
to head association

LOS ANGELES—Alex J. Ratka,
director of risk management and
insurance at the University of
Southern California, has been
elected president of the University
Risk Managers Insurance Assn.

He will take office at the associa-
tion's annual meeting, to be held
Oct. 16 in Birmingham, Ala. .

‘If medical malpractice liability is going to
improve, there has to be some integration of peer
review in the risk management function. After all,

the physician is worried about medical
malpractice, too,’ Dr. Cossa says.

should be part of the initial em-
ployment process.”

The physician-orientation pro-
gram is the perfect time to intro-
duce the medical staff to risk man-
agement, he said. The risk manager
can explain his or her role to the
staff and provide them with guide-
lines for helping the risk manager

carry out his or her functions, such
as how to complete physician inci-
dent reports.

“Incident reports should be man-
datory from a physician,” Dr. Cossa
said. “Tell the medical staff what
they are, assure them of confiden-
tiality and tell them your policy if
they fail to fill out a report.”

How to enforce a policy with
physicians? “Hit them in the wal-
let,” Dr. Cossa suggests. “That
makes them sit up and take no-
tice.”

But, he warned, policy must be
consistently enforced “or word
travels fast and no one will respect
you.”

Although developing lines of
communication with physicians is
the big first step hospital risk man-
agers must take in tackling the
malpractice liability problem, they
must also introduce or reform poli-
cies.

In this regard, Dr. Cossa sug-
gested a risk management ap-
proach which would borrow ideas

from the quality assurance depart-
ment, whose responsibility it is to
make sure the best care possible is
always given.

Peer review is one quality assur-
ance tactic.

“If medical malpractice liability
is going to improve, there has to be
some integration of peer review in
the risk management function,”
Dr. Cossa said. “After all, the phy-
sician is worried about medical
malpractice, too.

“Physicians are learning that
they are going to have to change
their ways,” he said. “They are
learning the importance of risk
management in the hospital. And
they are going to have to practice
defensible medicine.” .

YOU MAY ALREADY OWN PART OF
THE WORLD’S MOST FLEXIBLE CAR SYSTEM.

Announcing MinCAR
from Minolta.

It's finally here The computer-
assisted microfilm retrieval system
so flexible, it not only can be tai-
lored to meet your present needs, it
can adapt to your needs as they
change.

What's more, you may already
own the most expensive compo-
nent.Because MinCAR is designed
to work with practically any DEC
computer. From the Micro-lIs to the
PDP and VAX systems.And soon
with many IBM models.

And thats just the beginning
of MinCAR's flexibility. It's the only
CAR system in the world that can

work as a stand-alone
system.Or be integrated
with your existing mainframe to give
you all the benefits of CAR as well
as office automation, such as elec-
tronic mail or word processing.
MiInCAR is so user friendly, oper-
ators can be trained in a few hours.
Yet so sophisticated, the number of
files it can handle is limited only by
the amount of available disk space.

0

MINOLIA

You buy only the components
you need. From a single source. And
trouble can be handled with one
telephone call.In many cases, prob-
lems can be diagnosed electronic-
ally over the phone.

Your authorized Minolta dealer
has all the details. Find him in the
Yellow Pages or call 800-821-7700,
ext.327

MinCAR from Minolta. If you
already own part of it, you're just a
step away from the incredible ‘

benefits of owning all of it.

© 1983 Minolta Corporation. DEC, Micro-i1's, PDP and VAX are.
registered trademarks of Digital Equipment Corporation, IBM
is a registered trademark of International Business Machines,
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I 101 Williams Drive, Ramsey, N.|.07446.
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OCT. 26. International Product Liability sym-
posium in New York, sponsored by AFIA World-
wide Insurance; free. Ann Garnett or Richard
Doyle, AFIA, 110 William St., New York, N.Y.
10038; 212-964-4990.

OCT. 26-27. Health Care Cost Containment
workshops in Los Angeles, sponsored by the
Health Research Institute; $395. Also Nov. 16-17 in
New York and Dec. T-8 in Chicago. HRI, 49 Quail
Court, Suite 200, Walnut Creek, Calif. 94596; 415-
676-2320.

OCT. 26-28. Government Risk Management
seminar in Alexandria, Va,, sponsored by
the Public Risk & Insurance Management Assn.;
$300. Natalie Wasserman, PRIMA, 1120 G St.
N.W., Suite 707, Washington, D.C. 20005; 202-737-
7556,

OCT. 28. Third-Party Administrator workshop
in San Francisco, sponsored by the Health Re-
search Institute; $395. Also Nov. 18 in New York;
Dec. 9 in Chicago. HRI, 49 Quail Court, Suite 200,
Walnut Creek, Calif. 94596; 415-676-2320.

OCT. 31. The Hay Report conference in New
¥York City, sponsored by Hay Management Con-
sultants; $490. Doran Twer, Hay Associates, 229 S.
18th St,, Philadelphia, Pa. 19103; 215-875-2338 or
800-523-2975.

OCT. 31-NOV. 1. Compliance with the new
CAL/OSHA noise standard and establishing
an effective program course at the University of
Southern California in Los Angeles; $375. USC,
Institute of Safety & Systems Management, Office
of Extension & In-Service Programs, Los Angeles,
Calif. 90089; 213-743-6523/6524.

OCT. 31-NOV. 1. Managing Offshore Interna-
tional Insurance Companies seminar in New
‘York, sponsored by Tillinghast, Nelson & Warren
Inc.; $600; $500 for subsequent registrants. Pat
Kelley, Tillinghast, Nelson & Warren Inc., 2340
Peachtree Road., Atlanta, Ga, 30026; 404-261-5420.

OCT. 31-NOV. 4. Corporate Safety Auditor
seminar in Atlanta, sponsored by the International
Loss Control Institute; $625. ILCI, P.O. Box 345,
Loganville, Ga. 30249; 800-544-6001 or 404-466-
2208.

OCT., 31-NOV. 4. Pension and Benefits Week in
New York, sponsored by the Practising Law Insti-
tute; $700; single-day rates available. Practising
Law Institute, Dept. HGC, 810 Seventh Ave,, New
York, N.Y. 10019; 212-765-5700.

OCT. 31-NOV. 4. Risk Management seminar in
Atlanta, sp d by the International Loss Con-
trol Institute; $625. ILCI, P.O. Box 345, Loganville,
Ga. 30249; B00-544-6001 or 404-466-2208.

NOV. 1-2. Communicating Employee Benefils
conference in Chicago, sponsored by Business In-
surance; $495; 10% discount for additional partici-
pants from the same company. Ann Vazquez,
Business Insurance, 220 E. 42nd St,, New York,
N.Y. 10017; 212-210-0137.

NOV. 34. Captives: Making Optimum Use of
the International Risk Management Tool sem-
inar in New York, sponsored by the World Trade
Institute; 5590. Karin Ford, World Trade Institute,
1 World Trade Center, 55th Floor, New York,
N.Y. 10048; 212-466-3162.

NOV. 34. Healthcare Risk Management: The
Negative Impact of Protective Security semi-
nar in Washington, sponsored by Armand Sur-
prenant Associates; $425. Armand Surprenant As-
sociates, 1100 17th St. N.W,, Suite 1000, Washing-
ton, D.C. 20036; 202-466-2803.

NOV. 4-5. Employee Dishonesty: Claims, Bond
Coverage and Caveats institute in New Orleans,
sponsored by the American Bar Assn.. $75 to $375.
Roslyn Powell, ABA, 10 W. 35th St., Chicago, Il
60616; 312-537-4682.

NOV. 1. Financial Futures: Applications to
the Life Insurance Industry seminar in New
York, sponsored by the World Trade Institute;
$360. Karin Ford, World Trade Institate, 1 World
Trade Center, 55th Floor, New York. N.Y. 10048;
212-466-3162.

NOV. 8-9. Tenth Annual Computer Security
conference in New York, sponsored by the Com-

puter Security Institute; $595; group discounts
available. Computer Security Institute Educa-
tional Resource Center, Department ERC, 43 Bos-
ton Post Road, Northborough, Mass, 01532; 617-
845-5050.

NOV, $10. Barbados—A New Opportunity for
Captives conference in St. Philip, Barkadcs,
sponsored by the Central Bank of Barbadcs and
the Insurance Corporation of Barbados; $150.
David King, Central Bank of Barbados, P.C. Box
1016, Treasury Building, Bridgetown, Barbados,
W.I; 62250. [,

NOV. 11-16. Design for the Future 29th annual
educational conference in New Orleans, sponsored
by the International Foundation of Emgloyee
Benefit Plans; $450; $390 before Nov, 10 $130
extra for each pre-conference institute selected.
IFEBP, 18700 W. Bluemound Road, Bex €9,
Brookfield, Wis. 53005; 414-786-6700.

NOV, 13-16. Professional Insurance Agents of
America annual convention in San Diego; $75 to
$180. Nicholas J. Matthews, 400 N. Washingtan St.,
Alexandria, Va. 22314; 703-836-9340.

NOV. 14. Banks and Employee Stock Owner-
ship Plans seminar in Los Angeles, sponsored by
the Employee Stock Ownership Assn,; $30 for
members; $125 for non-members. Also Nev. 18 in
Chicago. Employee Stock Ownership Assn, 1725
DeSales St. N.W., Suite 400, Washington, D.C.
20036; 202-293-2971.

NOV. 14-16. Advanced Safety Management

You know how it works: The
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We can do it because we
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you-before and after the sale.
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coverage at competitive rates.
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edgeable service in profes-
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INCORPORATED 2 No. Riverside Plaza, Suite 1460, Chicago, IL 60606

PHONE 312-559-0101 ‘TELEX: 27-0625

seminar in Atlanta, sponsored by the International
Loss Control Institute; $350. ILCI, P.O. Box 345,
Loganville, Ga. 30249; 800-544-6001 or 404-466-
2008,

NOV. 14-16. Employee Benefit Plan conference
in Santa Monica, Calif., sponsored by Charles D.
Spencer & Associates Inc;; $350. Seymour LaRock,
Charles D. Spencer & Associates Inc,, 222 W.
Adams St., Chicago, IIl. 60606; 312-236-2615.

NOV. 14-16. Multiple-Owner Offshore Insur-
ance seminar in Los Angeles, sponsored by Cap-
tive & Self-Insurance Services Inc.; $425; 10% dis-
count for members; $50 discount for second regis-
trant. Judy, Captive & Self-Insurance Services
Inc., 950 Elm Ave, Suite 210, San Bruno, Calif.
94066; 415-871-1670.

NOV. 14-17. National Fire Protection Assn, fall
meeting in Orlando, Fla.; $60 for members; $85 for
non-members. National Fire Protection Assn.,
Fall Meeting Registrar, Batterymarch Park,
Quincy, Mass. 02269; 617-328-9290.

NOV. 14-18. Assets Protection course in Phila-
delphia, sponsored by the American Saciety for
Industrial Security; $595 for members; $650 for
non-members. ASIS, Membership & Meetings
Services, 1655 N. Fort Myer Drive, Suite 1200, Ar-
lington, Va. 22209; 703-522-5800.

NOV. 14-18. Fundamentals of Industrial Hy-
giene Monitoring course in Long Grove, IlL,
sponsored by National Loss Control Service Corp.;
$425. John Garis, NATLSCO, Long Grove, IlL
60049; 312-540-2026.

NOV. 14-18. Safety Trainer Training seminar in
Atlanta, sponsored by the International Lioss Con-
trol Institute; $795. ILCI, P.O. Box 345, Loganville,
Ga. 30248.

NOV. 16. Employee Stock Ownership Plan
seminar in San Diego, sponsored by the Emloyee
Stock Ownership Association; $30 for members;
$125 for non-members. Also Nov. 21 in Tampa.
The Employee Stock Ownership Assn, 1725 De-
Sales St. N.W., Suite 400, Washington, D.C. 20036;
202-293-2971.

NOV. 17-20. National Assn. of Professional
Surplus Lines Offices Ltd. ninth annual confer-
ence in Chicago; $300. J. Dale Bohm, 624 Holcomb
Bridge Road, Suite 3, Roswell, Ga. 30076; 404-998-
8075,

NOV. 18. Update '84: Workers Compensation
and the Total Picture seminar in Santa Clara,
Calif., sponsored by Self-Insurance Programs; $90
for clients; $110 for non-clients. Lucretia Doyle-
Marcus, Self-Insurance Programs Inc., 3333
Bowers Ave. #100, Santa Clara, Calif. 95051; 408-
980-0210.

NOV. 18-21. Fundamentals of Industrial Ex-
haust Ventilation course in Long Grove, Ill.,
sponsored by the National Loss Control Service
Corp.; $350. John Garis, Manager, Industrial Hy-
giene, NATLSCO, Long Grove, I11. 60049; 312-540-
2026.

NOYV. 27-30. Benefits Processing institute in
Hollywood, Fla., sponsored by the International
Foundation of Employee’ Benefit Plans; $390 for
members; $465 for non-members. IFEBP, 18700
W. Bluemound Read, Box 69, Brookfield, Wis.
53005; 414-786-6700.

NOV. 28-DEC. 2. Recognition of Occupational
Health Hazards course at the University of
Southern California, sponsored by the university;
$650. Office of Extension & In-Service Programs,
Institute of Safety & Systems Management, Uni-
versity of Southern California, Los Angeles, Calif.
90089, 213-743-6523/6524.

NOV. 28-DEC. 1. Hemispheric Insurance 19th
biennial conference in San Francisco, sponsored
by the International Insurance Advisory Council;
$400 for delegates; $700 for observers. Gordon
Cloney, International Insurance Advisory Coun-
cil, US. Chamber of Commerce, 1615 H St. NW.,
Washington, D.C. 20062; 202-463-5480.

DEC. 4-7. Corporate Benefits Management con-
ference in Orlando; Fla., sponsored by the Inter-
national Foundation of Employee Benefit Plans;
$470 for members; $345 for non-members. IFEBP,
Box 69, 18700 W, Bluemound Road, Brookfield,
Wis. 53005; 414-786-6700.

DEC. 5-71. Techniques of Risk Management
conference in San Francisco, sponsored by the
Risk & Insurance Management Society; $345 for
members; §445 for non-members. Editorial De-
partment, RIMS, 205 E, 42nd St., New York, N.Y.
10017; 212-286-9292.

DEC. 7-9. Computer Programs for Occupa-
tional Health Systems course at the University
of Southern California, sponsored by the univer-
sity; $400. University of Southern California, In-
stitute of Safety & Systems Management, Office of
Extension & In-Service Programs, Los Angeles,
Calif. 90089; 213-743-6523/6524,

DEC. 8-9. Corporate Involvement in Devel-
oping Country Health Sectors conference in
Newport Beach, Calif., sponsored by the National
Council for International Health; $175 for mem-
bers; $250 for non-members. Graeme Frelick, Na-
tional Council for International Health, 2100
Pennsylvania Ave. N.W., Suite 740, Washington,
D.C. 20037, 202-466-4740.

DEC. 12-13. Ergonomics course at the University
of Southern California, sponsored by the univer-
sity; $375. University of Southern California, In-
stitute of Safety & Systems Management, Office of
Extension & In-Service Programs, Los Angeles,
Calif. 90089; 213-743-6523/6524.

°

The Datebook is compiled from notices sent to
Business Insurance. Notices should be sent at least
eight weeks in ad; to Datebook, Busi: In-
surance, 740 N. Rush St., Chicago, IIl. 60611. Busi-
ness [nsurance reserves the right to select meet-
ings of most interest to its readers and cannot
guarantee that notices will be printed.
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State regulators overwhelmed: Report

Continued from page 3

deferred annuities issued by six
Baldwin life insurance units that
are now in rehabilitation (BI, Sept.
19.)

In trying to deal with the Bald-
win-United controversy, the insur-
ance regulatory system in Ar-
kansas “by its own admission came
perilously close to breaking down,”
the report says.

The Arkansas Insurance De-
partment's investigation of ques-
tionable loans and transactions
among various Baldwin-United
subsidiaries didn’t even begin until
after the transactions had already
been closed out, the COIL report
notes.

The Arkansas department also
encountered long delays in getting
information about Baldwin and its
affiliates from the insurance de-
partments in the other 49 states,
and had to seek outside help when
its own staff couldn’t handle the
“regulatory overload” imposed by
the situation.

In the course of COIL’s six-
month review of the conglomera-
tion of financial services and the
adequacy of current regulatory sys-
tems, the 13-member task force,
composed of state legislators with
an interest in insurance matters,
made several other observations.

Among its findings were:

@ State insurance departments
can’t keep up with the transactions
of financial services conglomerates
because they don't have the com-
puter capability to rival that of the
companies they are regulating.

“Many insurers and their affili-
ates, with the aid of today’s com-
puters, perform in split seconds
tasks that pile up on the desks of
regulators,” the take force's report
observes.

While a few states—including I1-
linois, California and New York—
have “reasonably current’ com-
puter facilities, most regulators are
“at a decided disadvantage in mon-
itoring reserve adequacy' and
other solvency data.

® The so-called “early warning
system” developed by the National
Assn. of Insurance Commissioners,
a basically manual system for spot-
ting potential solvency problems,
“may not spot and relay insolvency
information until months after the
danger should have become clear.

“A system that furnishes infor-
mation once yearly and then five
months after the fact limits what
regulators can do,” the report con-
cludes.

® The basis for regulation of in-
surer solvency is still the triennial
examination, a report that takes
months of work to produce.

For instance, the triennial exam-
ination of the Metropolitan Life In-
surance Co. by the New York In-
surance Department for the period
ending Dec. 31, 1978, is still not
complete, the report notes.

@ The integration of insurance
with other financial services re-
guires state insurance departments
to monitor information tradition-
ally outside their normal scope,
compounding their disadvantage in
keeping pace with the action of the
marketplace.

“When face-to-face with insur-
ers, banks and other financial insti-
tutions, (regulators) are outmanned
and outgunned,” the report says.

® Many insurance departments
can't offer attractive enough sa-
laries to draw the brightest people
away from private companies.
Budget restrictions, Civil Service
regulations and compensation par-
ity requirements among depart-
ments of state government all con-
tribute to the difficulty many in-
surance departments are having in
maintaining adequate staffs to han-
dle their growing responsibilities.

® Because regulators’ preven-

tive steps may not slways head off
zn insolvency, the “patchwork
quilt” of guaranty fund laws in the
various states need to be made
more uniform znc comprzhensive.

Many holes still exist, che report
says, roting California’s failure to
create a fund to cover life, accident
and health policies.

In addition, many state guaranty
funds only funeticn is to bail a state
cut of fiscal crisis, as happened in
New York last year when the Leg-
islaturs appropriated $77 million
from the Motor Vehicle Liability
Security Fund to balance the state’s
budget.

® States should make similar ef-
forts to revise insurance holding
company and :nvestment laws to
make it easier for regulators to
monitor solventy and protect poli-
cyholders in case of insolvency.

® The kind of aggressive dere-
gulation pursued by some states to
attract business and prcmote eco-
nomic development “regresent the
bad side of deregulation and could
lead to a deregulatory free-for-all,”
the report warns.

To help insurance departments
cope with some of the problems
noted in its review, the task force
makes several recommendations.
They include the following:

@ State insurance departments
should be given access to state-of-
the-art computer equipment that
would allow them to continuously
monitor insurance company sol-
vency.

To start, insurance departments
might require only relatively sim-
ple microcomputers, and the cost of
such systems would not be stagger-
ing, the task force maintains. The

report estimates that the non-re-
curring expenses of buying hard-
ware, software and training work-
ers to use a microcomputer might
total about $750,000. Recurring ex-
penses of entering yearly and quar-
terly insurance company financial
data and buying supplies might add
up to $350,000 per year, the report
concludes.

After state departments have
their own small computers, a larger
mainframe computer could be
bought to handle larger amounts of
information. Operated by the Na-
tional Assn. of Insurance Commis-
sioners, this central system might
cost about $4 million, including
hardware, staff and network
charges to individual insurance de-
partments communicating with the
system through their own micro-
computers.

® Legislatures should increase
the budgets of state insurance de-
partments to allow for the purchase
of modern equipment and the hir-
ing and training of highly qualified
staff.

@ State legislatures should
strengthen insurance holding com-
pany, investment and guaranty
fund laws to provide more security
for policyholders in cases of insol-
vency.

® State officials should start
communicating with federal offi-
cials who regulate financial ser-
vices outside the insurance indus-
try so that the state regulators can
participate in the formation of a
national policy and “avoid being
squeezed out of their sphere of in-
fluence by federal officials who
principally regulate the other fi-
nancial services.” ®

[F YOU THINK

CASH VALUE

LIFE INSURANCE
IS TOO EXPENSIVE
FOR EMPLOYEE
%HH\II E IT PLANS-

AGAIIN.

Sure — cash value life insurance would be a
nice addition to a comprehensive employee
benefit plan, but can everyone afford it? The
cost may be two or three times the price of
group term life, putting it out of reach of
employers and ernployees alike.

both worlds!

But that was before St. Paul Life introduced
Premier Adaptable. Now you can offer all the
benefits of cash value life insurance for
nearly the cost of group term life...the best of

Premier Adaptable offers all these features
and a whole lot more.

For Employers...Unisex rates. Simplified or
guaranteed issue plans. Employee-pay-all
{)lans available. Payroll deduction with no

d. Mortality costs that are experience
based. Large case enrollment assistance.

For Employees...Individual policies.
Flexibility to allow adjustments as needs

change. Cash values grow tax-deferred, at
current rates (now at 11%). Level or step-

rated premiums.

And, Premier Adaptable can be written on

as few as ten lives.

If you've been wanting to add cash value
life insurance to an employee benefit plan
but thought you couldn' afford two or three
times the cost of group term, take a look at
Premier Adaptable from St. Paul Life.

For more information, call John Ghegan,
CLU, Vice President of Agency Operations,
collect at (612) 738-4187. Or, complete the
coupon below and mail it today.
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Captives can hike parents’ pr

NEW YORK—Many captive in-
surers are flourishing profit centers
for their corporate parents, two
captive experts say.

In addition, the formation of a
new captive is still a viable idea for
companies that have not, they note.

A captive insurance company
can solve not only a parent com-
pany's risk-financ:ng problems, but
also can operate as one of the com-
pany's more profitable divisions,
according to Bruce L. Fowler, cor-
porate risk manager at Figgie In-
ternational Inc. of Richmond, Va.

Figgie's decision to form a cap-
tive was motivated mainly by a de-
sire to survive in a tight insurance
market, Mr. Fowler told an audi-
ence at the annual meeting of the
Society of Chartered Property &
Casualty Underwriters.

Figgie establisked Bermuda-do-

miciled Waite Hill Assurance Ltd.
in 1976 with $120,000 in surplus to
handle the company's general lia-
bility, workers compensation, prop-
erty, fidelity, surety and other
risks. :
Insulating Figgie from th

‘swings of the commercial insur-

ance market, the captive has al-
lowed the company to improve its
own insurance picture markedly,
Mr. Fowler says.

‘A company writing its own risks
through a fronting company, unless it
underwrites third-party business, is going
. ~ to be adjudged a self-insurer,’ -
‘Trenwick Senior Vp Mark W. Hinkley explains.

“From a stabilization standpoint,
we have substantially increased our
limits of liability, we have broa-
dened our coverages and we have
lowered our deductibles,”” he
explains.

In addition to using the captive to
solve its own insurance problems,
Figgie has turned the operation
into a major profit center, Mr.
Fowler reports.

The company started using its

captive to write outside bus:ness,
which now accounts for about 50%
of the captive's premium vo.ume,
and has boosted the insurer's sur-
plus from its initial $120,000 to
about $25 million, Mr. Fowler says.

While Figgie itself has grown by
about 50% over the last five years,
the cost of running the captive has
not changed and may have actually
declined, he adds.

The result is that the captive now
ranks second in overall pref:.tabil-
ity out of Figgie's 40 divisions, he
said.

“Unless we make z big mistake,
we’ll continue to be in the top five
divisions of our corporation in prof-
itability,” he explained.

Captives are still a viable alter-
native despite problems creafed by
Internal Revenue Service rulings
on the tax-deductibility of premi-
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ums and reserves, Mr. Fowler says.

Captives allow greater flexibility
in several areas, he said, including:

@ Tailoring coverage to suit your
company'’s specific needs.

® Improving the company’s cash
flow by allowing the investment of
premium dollars and the choice of
how and when investments are
made.

e Allowing greater access to re-
insurance markets, an advantage
that is especially important when a
company can't find the coverage it
wants in the direct market.

® Marketing pieces of a corpo-
rate account to commercial insur-
ers, since the captive allows greater
flexibility in securing limits, insur-
ing conditions and other factors.

Mr. Fowler cautioned that one of
the essential requirements of cap-
tives is constant auditing, both of
tax obligations and underwriting
operations.

“I'm almost tempted to let the tax
man take up a position in my of-
fice,” he said. He added that gov-
ernment regulators in both Ber-
muda and the Cayman Islands are
likely to demand increasingly
stringent actuarial review of cap-
tive operations in coming years.

Mr. Fowler conceded that the
competitive commerical insurance
market of the past few years has
dampened the general enthusiasm
for starting captives. He main-
tained, though, that a shift in the
market is all it would take to spark
renewed interest in the captive
concept.

“The competitive market has
lightened the market (for captives)
a little, but we are talking to people
should the market ever turn,” he
explained.

The growth of captives in the fu-
ture will not be confined to For-
tune 500 com-
panies, he added.
Mr. Fowler ex-
pects to see more
small companies E
entering the L
captive game, ei- '
ther through °
group captives (
or rent-a-captive
operations. :

“We see more
and more
agency-owned captives, operated
either by individual agencies or by
agency groups,” he said.

Mark W. Hinkley, senior vp of
Trenwick Ltd. in Hamilton, Ber-
muda, stressed that companies,
whether deciding to start or con-
tinue a captive operation, should
realize that they will have to take
on third-party business to maintain
the tax advantages of a captive.

“A company writing its own
risks through a fronting company,
unless it underwrites third-party
business, is going to be adjudged a
self-insurer,” he noted.

This may create problems for
companies without the under-
writing expertise to handle such
business, he suggested, adding that
some captive managers might want
to consider periodic underwriting
evaluations of their books.

“Outside business is inside busi-
ness that somebody else doesn't
want,” he warned.

Mr. Hinkley also observed that
commercial insurers haven't
“pushed the panic button” in re-
sponse to the possibility of captives
taking outside business, largely be-
cause the commercial insurers have
continued to attract investor capital
and have maintained profitability
through investment income.

Also speaking at the session were
Norman L. Spruill, president of NN
Risk Management Services of Mil-
waukee, and William S. Mortimer,
a partner in Advanced Risk Man-
agement Techniques of Newport
Beach, Calif.

—By Douglas McLeod

Mr. Hinkley
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Financial guarantee risks
pose challenge for insurers

By DOUGLAS McLEOD

NEW YORK—Underwriters are
being challenged increasingly to
tackle new types of risks or to un-
derwrite those risks that have not
traditionally been insured, two ex-
perts observe.

One of the latest and riskiest of
these areas is financial guarantees,
including mutual fund, bond, mort-
gage and lease guarantees, accord-
ing to Earl R. Lanning, vp in
charge of surplus lines for E.H.
Crump Cos. Inc. in Memphis.

Mr. Lanning compared un-
derwriters venturing into financial
guarantees with Columbus setting
sail for the New World in the face
of fears that he would sail off the
edge of the earth.

Many underwriters today still
harbor fears of sailing into a sea of
red ink when it comes to financial
guarantees, Mr. Lanning told an
audience at the annual meeting of
the Society of Chartered Property
& Casualty Underwriters.

“We know because of the De-
pression of the 1930s that if we
write financial guarantees, we'll
drop over the edge and never be
heard from,"” he said.

Nevertheless, such risks are now
being taken on by underwriters
who want to “expand their hori-
zons,” he noted.

One of the newer products on the
horizon is so-called ‘“residual
value” coverage for leased equip-
ment, he said. The insurance is
designed to cover equipment-leas-
ing subsidiaries of banks for the
percentage of the acquisition cost of
its equipment that cannot be re-
couped by leasing it or by including
its residual value as an asset on the
bank’s books (BI, May 9).

The Federal Reserve Board and
the Comptroller of the Currency
“arbitrarily” limit the amount of
residual value a bank’s subsidiary
can carry as an asset on its books to
20% to 25% of the equipment's
value, he said. The volume of loans
a bank can make is limited by its
assets.

For example, if a company leases

a piece of equipment for only 55%

of its acquisition cost, the residual
value of the equipment would
equal 45% of its cost. Federal rules
may prohibit the company from
carrying more than 25% of the
equipment’s residual value as an
asset, and so the company would
lose 20% of the asset value of the
equipment.

With residual value insurance,
though, the entire 45% could be in-
cluded as an asset on the bank’s
books, increasing the volume of
loans the bank is able to make, Mr.
Lanning explained.

The coverage has generated
about $20 million in 1983 premium
volume for the companies that
write it, Mr. Lanning said, and is
expected to generate twice that
much next year.

In the bond area, one of the
newer entries is financial guaran-
tee bonds for real estate syndica-
tions, Mr. Lanning said.

Recent changes in banking and
tax laws have allowed the forma-
tion of such syndicates, tax-shel-
tered investments in which indi-
vidual investors buy shares in the
development of real property, like
a shopping center.

“Unit buyers” are allowed to de-
preciate investments on their tax
returns at a 2-1 ratio, and typically
sell their shares of the project for
long-term capital gains after their
tax benefits have been exhausted.

In the past, unit buyers have
used individual letters of credit to
finance their investments, and syn-
dicators have been forced to collect
30 to 40 of these letters of credit for
each project.

Business Insurance

puts more
into it
The recently developed bond for )
real estate syndicates reduces the SO you "
complexity of the projects, though, gei more
by insuring the payment by all unit Out Of “

buyers with a single instrument,
Mr. Lanning said. The use of the
bond also makes things easier on
individual investors, he added,
since they are no longer forced to
provide letters of credit and, thus,
do not exhaust their credit limits.
Numerous markets are now will-
ing to write bonds for real estate
syndicates, and “lots of reinsurance

is available,” Mr. Lanning said. Use this form, or the card in
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plained, because if a unit buyer
doesn’t pay up on a given share of Business Insurance
the project, that unit can be sold to Circulation Dept. 740 Rush Street Chicago, IL 60611

Continued on next page

Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

(Check here.) Surface Mail. By Air.

USA [ $45

Canada [$58 C1se5

Bermuda (Alr only) ] $80
Europe/Middie East (Air only) Ol sas

Al other foreign []$58 Rates on request.

(] new subscription.  [Trenewal. [] payment enclosed.
O bill me, [ bill company.

name (please print)

company

nature of business

O business or [ home address

city state/country zip/postal code
[ Please send information on your special 26%-off group rate
for five or more subscriptions.
[ | prefer not to receive information or advertising by mail from
companies not affiliated with Crain Communications.
Mail to: Business Insurance
Circulation Dept. 740 Rush Strest Chicago, IL 60611

Are You Into Insurance Law?

Reach for NILS

There’s only one source for
complete current state insurance
laws and regulations —
NATIONAL INSURANCE

LAW SERVICE

Whether you're an insurance executive, lawyer or
librarian—if having a convenient, easy-to-use
reference service on state insurance legislation is
important—then NILS services belong in your

insurance law library.

SEND COUPON TO:

NILS
Publishing
Gompany

@ One of the American Broadcasting Companies
P.O. Box 2507
Chatsworth, CA 91311

————
e

|

»—z;uo-n-—r-:-oil

services.

...... Fill out and return today. ...........

NILS Publishing Company . . . the insurance
information people . . . publishers of the
NATIONAL INSURANCE LAW SERVICE

+ 170-plus looseleaf volumes comprise this
unique reference collection.
+ 30-day No-Risk Examination for all our

- Discounts and special terms when ordering
three or more volumes!

See how easy it is to cut your research time in
half. Send for our 16-page 1983-1984 catalog,

which fully describes all our services. If you act
now, we'll send you this catalog—a $2.50
value—FREE! Either send the coupon below to:

NILS Publishing Company

P.O. Box 2507

Chatsworth, CA 91311

TOLL- FREE at 1-800-423-5910.

i OR call our Telemarketing Department
In Califomnia, call (213)998-8830.

YES! I want to save time by having the current state 01020909
insurance laws and regulations at my fingertips.

Send me your 16-page 1983-1984 catalog for: (CHECK ONE ONLY)

O Insurance Professionals, O Libraries, O Insurance Law Information

—FREE OF CHARGE!

NILS Customer #

Name

Title

Firm

Address

City State

Zip

Phone _{ )




50 / business insurance, September 26, 1983

AGE, RACE,

RELIGIOUS AFFILIATION,
NATIONAL ORIGIN,
HANDICAPPING CONDITION

AND OTHER

DISCRIMINATION
LIABILITY INSURANGE

UNIMARIK SPEGIAL RISKS, ING.

2525 N. STEMMONS P.O. BOX 35948
DALLAS, TEXAS 75235

CALL FOR FULL DETAILS
(214) 638-8070
(800) 527-9402
TEXAS (800) 442-7522

‘ e il ’;/ :
We'd like to put in a good word for insurance brokers:

SUPPORT

In our dealings with brokers, we supply all the
support necessary to successfully handle a case.

IBA's high-volume, wholesale approach lets you
build the exact benefit package your client is looking
for, again saving you time and maximizing your
We're IBA, one of the Midwest’s largest and fastest commissions.
growing group agencies working exclusively with

brokerage agencies and independent brokers. Whether it’s large corporate groups, 2 to 9 person

coverage, self-funding plans or fully insured pro-
grams, IBA has the elements you need to build a

You can take advantage of our marketing expertise
successful case.

and service as a Third Party Administrator on a
variety of group coverages — Medical, Life, Dental,

Wiekd Tncome. IBA backs the broker with facilities,

staff and know-how for one-stop, com-

Ot skl givovides v with evers: plete service. In a word, SUPPORT.

thing from case analysis to claims
payment, reports and benefit monitor-
ing, so you can free your time for
productive selling.

When you're ready to quote your next
case, seriously consider IBA. Call Tom
Juran, Senior Sales Executive, at (312)
246-4900 for further information.

WHOLESALE BROKERS e THIRD PARTY ADMINISTRATORS

INSURANCE BENEFIT ADMINISTRATORS, INC.+ 5600 S. Wolf Rd. * Western Springs. IL 60558+ (312) 246-4900

Insurers tackle new risks

Continued from previous page
the other unit buyers or can be kept
by the bond underwriter itself.

Premiums on the bonds typically
run about 1% of the total amount to
be covered, Mr. Lanning said.

These new coverages, while pos-
sibly making the more conserva-
tive insurer nervous, are producing
big earnings for those that are flex-
ible and creative enough to under-
take them, he said.

Another relatively new line of
coverage—and one that still may
contain some holes—is computer
crime, according to Christopher
Barr, a vp with American Interna-
tional Group Inc. in New York.

Computer crime can take several
forms, Mr. Barr noted.

In one case, he said, a bank em-
ployee reprogrammed the bank’s
computer to round down odd cents
when crediting deposits and auto-
matically transfer the difference to
his account. This is an example of
what Mr. Barr called the “salami
technique,” in which a large whole
is built up out of small slices.

In another case—an example of
what Mr. Barr called a ‘“logic
bomb”—an employee programmed
a bank’s computer so that the com-
puter’s entire memory would auto-
matically be erased if his name
were ever taken off the payroll.

Computer crimes aren't always
committed by employees, he added.
One man opened an account at a
bank and received deposit slips that
were encoded with his account
number but didn’'t bear his name or
address. He left the slips out on a
bank counter, where other bank
customers used them to make de-
posits. Their money was credited to
his account by a computer that read
the encoded number.

Mr. Barr called this a “form of
judo,” where a specifically applied
pressure “causes the victims' own
systems to commit the crimes.”

Remedial steps to reduce the pos-
sibility of such crimes might in-
clude increased physical security
surrounding computers and a
closer examination of the interface

between the machines and human
operators to identify areas where
vulnerabilities of the systems
might be caught, he said.

Some banks, for example, don't
leave blank deposit slips out on
public counters and remove slips
that are left out.

Most so-called ‘“‘computer
crimes” are covered by standard
policies that cover property loss
due to employee fraud or provide
all-risks coverage of cash and se-
curities in the insured’s custody,
Mr. Barr said.

“In theory, 99% of computer
losses are covered by the standard
policies that people have been buy-
ing for years,” he explained.

These policies may contain some
holes to be patched, though. For
example, some policies cover fraud
by former employees only up to 30
days after the employee has left the
company. Insureds may want to ex-
tend this period, he said.

In addition, some policies don’t
address fraud committed by “uni-
dentified employees”’—employees
who are never caught. The prob-
lem, he suggested, is that it's hard
to prove that a loss is really attrib-
utable to employee theft.

Another risk for which there is
so far no insurance available is
first-party coverage against theft of
trade secrets, Mr. Barr said. Most
policies exclude theft of “intellec-
tual property,” in part because it is
difficult for the insurer and policy-
holder to agree that any similarity
is the result of a theft.

The second problem is determin-
ing how much such a loss is worth,
he added. To base the amount of
loss on the research and develop-
ment costs for the stolen property
would produce too great a moral
hazard, especially for companies
that want to recoup their expenses
before bailing out of a project.

Also speaking were James Bar-
rett, president of Washington-
based International Technology
Underwriters, and Burt C. Proom,
president of American Nuclear In-
surers of Farmington, Conn. =
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Change in financial services not sudden: Insurers

NEW YORK—The financial ser-
vices “revolution” might be more
accurately described as a steady
evolution that has simply picked up
speed in recent years, three insur-
ance executives agree.

“The change we see is part of a
swift and comprehensive evolu-
tionary change,” Edwin F. Cutler,
chairman and chief executive offi-
cer of Fireman’s Fund Insurance
Cos., said during an address to the
annual meeting of the Society of
Chartered Property & Casualty
Underwriters earlier this month.

“The pace of the change is so
swift that our public institutions
are having trouble keeping up.”

Three forces are powering the
integration of financial services
like insurance, banking and securi-
ties brokerage, Mr. Cutler said.
These forces are:

® The growth of financial so-
phistication among consumers, a
sophistication made necessary by
the drain on savings caused by 10
years of inflation. The recent popu-
larity of universal life insurance
and money market funds are proof
of this sophistication, he noted.

® Deregulation, “both formal
and informal,” of the various fi-
nancial services sectors.

“On paper, there's still a prohib-
ition against interstate banking,”
but the reality is that banks are
stepping beyond state lines in mak-
ing acquisitions, he said. For exam-
ple, New York’s Citicorp an-
nounced plans earlier this year to
buy a state-chartered bank in
South Dakota.

In addition, many banking acti-
vities, such as extensions of credit
and transfers of funds, are already
conducted electronically across
state lines, he said.

@ Improvements in the technol-
ogy used to deliver services.

“Technology dissolves borders
and collapses time,” Mr, Cutler
said. In addition, he noted, technol-
ogy also influences the design of
new products and services, noting
the rise of automatic teller ma-
chines at banks as an example,

Mr. Cutler speculated that finan-
cial services companies of the fu-
ture will share two characteristics:
They will operate nationally and
exploit the “economies of scale”
possible with electronic distribu-
tion systems.

He hastened to add that this
didn’t mean that the financial ser-
vices business of the future would
be dominated by one or two huge
conglomerates. Instead, Mr. Cutler
said, the financial services boom
will probably produce greater di-
versity of both vendors and new
products.

The three forces that have
created the boom in financial ser-
vices will also create “a drive to in-
novation in product design,” he
predicted.

The boom also will have its ca-
sualties, though, and some prop-
erty/casualty insurance companies
are likely to be among them, he
said. Demand for financial services
in the 1980s will probably not grow
as fast as it has recently, and com-
petition is thus likely to be fierce.

“Under those circumstances, a
shakeout is inevitable,” he ex-
plained. “Only one thing is certain;
The consumer will be the winner.”

Donald F. Craib Jr., chairman
and chief executive of Allstate In-
surance Group, stressed that finan-
cial services integration is hardly a
“revolution” of the last decade.

Sears, Roebuck & Co. started
granting credit on consumer pur-
chases in the 1920s, an activity tra-
ditionally left to banks, and
founded its Allstate insurance sub-
sidiary in 1931, he noted.

Sears’ recent acquisitions of real
estate giant Coldwell Banker & Co.
and securities ficrn Dean Witter
Reynolds Inc. are only the most re-

cent moves in a game that’s been
going cn for some time, he sug-
gested, adding that Sears’ growth as
a financial services company will
continue,

The Chicago-based retailer will
have opened 130 financial services
centers in Sears stores nationwide
by the end of this year, and expects
40 open 150 more in 1984,

Mr. Craib indicated that efficient
delivery systems are the key to fi-
nancial services growth, but that
those delivery systems will keep
the various services from being too
closely integrated.

“We have a distribution system
for merchandise through Sears, a
distribution system for insurance
through Allstate, for securities
through Dean Witter Reynolds and
for real estate through Coldwell
Banker,” he said.

The four distribution systems are
separate, and Mr. Craib said he
doubted that Sears or any other fi-
nancial services company would be
able to combine them successfully.

*“Those who attempt it are
doomed to failure or at least to me-
diocre results,” he explained.

Rather than describing the fi-
nancial services boom as either
revolution or evolution, David J.
Sherwood, president of Prudential
Insurance Co. of America, coined
his own word, ‘“‘convolution,”
which he described as the “twist-
ing, complex, serpentine maneu-
vering of all companies to find
ways to respond to consumer needs
and attain competitive advantage.”

While seeming to lament the
competitive jostling caused by con-
volution, Mr. Sherwood told the
audience that Prudential intends to

compete, mainly by developing
banking subsidiaries.

“We are no more willing than
anyone else to find ourselves not
able to meet our competitors on
equal footing,” he said.

Regulators have fallen behind in
their attempts to oversee financial
services integration, he said, and
now have to answer questions that
never came up when the present
banking and insurance laws were
written.

Some of the questions are quite
broad, he notes, such as how to
avoid an undue concentration of
economic power in a single com-
pany.

Others are narrow, such as why
certain “financial intermediaries”
—like banks—should have their
deposits covered by the Federal
Deposit Insurance Corp., while

other non-banking institutions
have no such coverage for deposi-
tors.

Congress should act to arswer
these questions, Mr. Sherwood said,
but legislation should be compre-
hensive, covering all the problems
raised by integration in all sectors
of the financial services industry.

“We are concerned about tdere-
gulation) taking place on a piece-
meal basis,” he explained.

Prudential, he added, supports a
move in Congress to place a mora-
torium on further expansion of
banks into non-banking activities
until a “comprehensive review” of
such expansion can be made.

Mr. Sherwood conceded that “a
moratorium is generally not in the
public interest,” but added that it
might be best while integration
problems are being considere¢. =
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Fireman’s Fund offers lease investment cover

A new form of insurance from
Fireman's Fund Insurance Cos.,
brokered through Corroon & Black

produets & services

Corp., protects investors in leases
on municipal equipment against
failure of a municipality to make
its lease payments.

The coverage guarantees pay-
ment to investors if the municipal-
ity fails to appropriate funds for
lease payment or if it is unable to
make payments for any other rea-
son.

Under the coverage, investors
are paid invested principal and in-
terest up to the time of default.

For example, a municipality
needs new equipment. It goes to an
equipment leasing firm to rent the
equipment.

The leasing firm goes to an in-
vestment banker to obtain funds to
purchase the equipment needed by

the municipality.

In turn, Municipal Lease Insur-
ance Managers, a Corroon & Black
subsidiary, works with the invest-
ment firm to help develop the of-
fering for investors and obtains the
insurance from Fireman's Fund.

Limits for individuals and groups
of investors can be written to speci-
fications.

For further details, contact Tim-
othy Koo, Vp-Specialty lines mar-
keting, Fireman's Fund Insurance
Cos., P.O. Box 777, Novato, Calif.
94998; 415-899-3527. Or contact
Peter J. Livaich, Municipal Lease
Insurance Managers Inc., P.O. Box
1060, Nashville, Tenn. 37202; 615-
361-6075.

Commercial umbrella

A new commercial umbrella pol-
icy is being written by Crum &
Forster through subsidiaries C&F
Uaderwriters Group and U.S. In-
surance Group.

The USIG/CFU Defender policy
is now featuring expanded cover-
age.

The personal injury definition
now includes formerly non-quali-
fied injuries and coverage for most
events involving a business.

Previously, those events, like
slander, libel, etc., were specifically
defined in the policy. The coverage
now extends to undefined perils
and may include discrimination,
humiliation, possible Equal Em-
ployment Opportunity Commission
violations and other acts.

The definition of “occurrence”
has also been expanded to include
an “injurious event” neither ex-
pected nor intended, applying to
bodily injury and property damage.
And, an offense resulting in per-
scnal injury that is committed
without actual malice also is cov-
ered.

With T-Bond Futures and
Options on T-Bond Futures

For both managing risk and enhancing opportunity,
more and more portfolio managers are turning to
T-Bond Futures and Options on T-Bond Futures.
Our new, and free, comprehensive publication
OPTIONS ON U.S. TREASURY BOND FUTURES
FOR INSTITUTIONAL INVESTORS explains many
attractive strategies in detail.

CALL 1-800-621-4641 (In lllinois 1-800-572-4217) OR WRITE FOR OUR FREE
LITERATURE EXPLAINING THE CONCEPT AND DEFINING THE TERMS.
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Named personal exposures can
now be covered wizh an endorse-
ment. Those personzl exposures in-
clude:

® Individuals, including a
spouse.

® Partnerships, including part-
ners, only as to their liability as
partners,

@ Joint ventures, including joint
venture members, bt only in their
liability as venture members.

The Defender is available with
zero self-insured retentions for
commercial and personal umbrella
coverage, except in New York and
Texas.

Underlying mininum limits are
$500,000 for commercial general li-
ability and $100,000 property dam-
age, $100,000 comprehensive sin-
gle-limit for personal general lia-
bility, $250,000/$500,000 bodily
injury for automobi_e and $100,000
property damage. An additional
$50,000 in capacity can be arranged
if desired.

For more details on the Defender
commercial umbrella policy, con-
tact Joe McGrath, Vp-Excess &
Special Risks Department at U.S.
Insurance Group, at 201-953-3345,
or Roger Quigley of C&F Un-
derwriters Group at 201-953-3149.
The address of both companies is

211 Mount Airy Road, Basking
Ridge, N.J. 07920.

Restaurant coverage

Consolidated Underwriters Inc.
has added restaurant protection to
its Prime Pak group of insurancs
programs.

This coverage is designed fo-
fast-food/family-style restaurants.
Coverage includes all-risk building
and contents insurance, compre-
hensive general liability, workers
compensation, automobile liability
and umbrella liability coverage.

There is a $250 deductible for all-
risk building and contents insur-
ance, with higher deductibles
available if requested. Varying de-
ductibles are offered on the auto-
mobile liability.

Limits range up to a $500,00)
combined single limit, but lower
levels are available. A $1 million
umbrella in addition to the Primz=
Pak coverage is available from
Consolidated.

For more information on th=
Prime Pak restaurant coverage,
contact Don Cook, Marketing
Director, Consolidated Un-
derwriters Inc., 650 E. North Bel-,
#200, Houston, Texas 77060; 713-
999-2846. u
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Employers study hospital cost information

Continued from page 3

Other, more complex diagnoses
—like heart attacks, abdominal
pains and pneumonia—were di-
vided into as many as eight case
mix groups.

“We chose the most common
diagnoses in the (32) hospitals in
the Twin Cities,” said David Aqui-
lina, vp of policy analysis and pub-
lic affairs for the council.

Although the 636-page report is
being labeled a “wealth of informa-
tion,” no one is quite sure how the
information will be used. Even the
hospital council admits that the au-
dience for the price data has not
been clearly defined.

“Our price reports are not con-
sumer guides,” Mr. Johnson notes.
“Major buyers of health care—in-
surers and HMOs—and the hospi-
tals themselves will be the primary
users,” he said.

1 think employers will add it to |

their growing data base to make
prudent buyers’ decisions,” says
Tom Galligan, manager of em-
ployee health services for Control
Data Corp. in Minneapolis. The
computer and financial services
company self-insures and self-ad-
ministers its employee health care
program.

With so much information be-
coming available, “we must make
sure it all fits together,” said Mr.
Galligan, who also is chairman of
the employer program committee
for the Minnesota Coalition on
Health Care Costs.

“The data is just one important

‘Our price reports
are not consumer
guides,’ the hospital
council’'s Mr.
Johnson notes.

building block,” said Joan Pearson,
manager of benefits and health
care management for Honeywell
Inc. in Minneapolis and a member
of the coalition. “It will certainly
help us evaluate PPOs that come to
us.”

The Twin Cities area already
boasts about five PPOs—groups of
health care providers that contract
with employers, insurers or other
third-party payers to deliver health
care services at a reduced fee.

Approximately five other PPOs
are in the developmental stages in
the area.

“The report is an opportunity to
be clear about how much variabil-
ity does occur in pricing,” Ms.
Pearson says.

She says she believes the report
has a potential to create competi-
tion among the hospitals and will
slow the growth of hospital costs.

“I think the employers will be
using it as another important piece
of information for negotiating and
purchasing policies,” said James
Kenney, executive director of the
health cost coalition.

Several employers and others
admit they have only seen a 175-
page summary of the council's re-
port. They are waiting for the en-
tire version, plus a companion re-
port expected late this month by
the Minnesota Department of
Health.

The health department’s report
will place the council’s information
into a different format and give
summary information for each hos-
pital, explains Marianne Miller,
director of the department’s health
economics program and the author
of the department’s report.

Both the Health Department’s
and the council’s reports will be
useful to employers that are think-
ing about revising their health care
plans, Ms. Miller said. “But it will

take some time for people to under-
stand and use (the information).”

Besides employers, health insur-
ers also are scrutinizing the report
to see what they can get out of it.

“We hope to get some feeling for
the way the hospitals are charging
for the services. We would like to
be able to use this information for
comparing costs, but we’re not sure
(the report) can be used for this,”
said Randy Penning, claim consul-
tant with the Minneapolis office of
Prudential Insurance Co. of
America.

It's possible that the information
could be used by insurers as a sell-
ing point for a specific plan or to
steer employees into using a certain
hospital, like in a PPO arrange-
ment.

“But we’re really not sure this
information would allow us to

make that kind of information
available,” Mr. Penning said.

He notes that the council’s report
may be missing specific informa-
tion to indicate which hospitals are
cost efficient. The report indicates
low-cost hospitals, but may not take
into account case severity or the
particular characteristics of a hos-
pital, he explains.

For instance, costs may appear to
be higher at a teaching hospital, but

that would not necessarily indicate

inefficiency, he says.

Despite Prudential’s enthusiasm
for the report, Blue Cross & Blue
Shield of Minnesota says it will do
nothing with the information.

“We had a good idea of what was
coming out. We will not be using
(the report’s figures) for any of our
business decisions,” said Senior Vp
Phillip Little.

Instead, the Blues will continue
to use snrmlar but more detailed
data it recently collected while de-
signing a preferred provider-type
product that appeared in April, he
said. BC/BS gathered data to deter-
mine which hospitals would be in-
cluded in the preferred provider
arrangement, which it offers as an
option to its policyholders.

But another insurer Northwest-
ern National Life Insurance Co. in
Minneapolis, believes that the re-
port contains good information that
can be used by employers, provid-
ers and insurers.

The Council of Community Hos-
pitals first decided to conduct a
price comparison a few years ago
when a former president rational-
ized that for health care competi-
tion to be effective, buyers and sell-
ers must have good price informa-

tion, Mr. Aquilina said. It plans to
pubhsh the comparisons annually.

The data in the report comes
from medical records and hospital
bills for about 52,000 patients from
April 1982 through February 1983.
Those patients comprise about 18%
of all persons hospitalized in the
Twin Cities during the period.

“The case mix groups enabled us
to present hospitals’ prices for pre-
cise types of cases for each diagnosis,
thereby allowing more valid and
meaningful apples-to-apples price
comparisons,” Mr. Aquilina said.

]

Copies of the report are available
from the Council of Community
Hospitals, 2221 University Ave.
S.E., Suite 223, Minneapolis, Minn.
55414. The 175-page summary re-
port is $20 and the detailed 636-
page report is $100.
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‘The first Vlslon care plan
for people who cant see wasting money.

system virtually eliminates employer
paper work altogether. What's more,
VisionCare is backed by a growing

nationwide network of over 10,000

If you'd like an inexpensive yet popular
way to improve your benefits package,
look into John Hancock's VisionCare. It’s
a unique coverage that supplements
your existing group program by providing
routine diagnostic and corrective eye care.
VisionCare gives you the expertise in
claims systems that you've come to expect
from John Hancock. In fact, our exclusive,
on-ine claim processing and certification

Title

vision care professionals.

For a closer look at John Hancock’s
innovative, low-cost Group VisionCare

Plan, send in the coupon below. Or
call Paul H. Gregg, Vice President, at

(617) 421-6205.

1 want a closer look at VisionCare. Please send a brochure to:

Company

Street

Ciry

State

Zip

Miail to John Hancock c/o VisionCare, T-54, P.O. Box 111, Boston, MA 02117.
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| We can help you here and now. Not just hereafter.

John Hancock Mutual Life Insurance Company, Boston, MA 02117 and affiliated companies.
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Employers oppose unisex bills

Centin-ed from page 1

far outweigh any benefits gained in
real terms, whether male or fe-
male,” says the secretary and direc-
tor of industrial relations for a
manufacturer of consumer goods
with 1,200 em-p.oyees.

“Cos:s will be increased due to an
inaccuarate reason,” wrote another
benefit maneger. “Both employe:s
and women will have to pay addi-
tiona’, annecessary dollars.

“It will adversely affect women
in more ways than it will help
them. Theretfore, I can see no ad-
ventage to the change,” said tte
benefi: manager for a maaufac-
turer with 5.000 employees.

Almost all the survey respon-
dents—even those who suppert un-
isex legislatior—are against mak-
ing any unisex rating law retroac-
tive, which would force insurers to
equalize benefits under current

Business Insurance
is available in Microform

University Microfilms
International

300 Norh Zeeb Rowd. Dept. PR Ann Arboz, Mi 4BICS

pelicies. Only nine of the 81 survey
respondents think unisex legisla-
tion should ke retroactive.

In fact, 44% predict that retroac-
tive application of unisex rating
would bankrupt some insurers.

The Amercican Council of Life
Insurance found in a survey of 147
companies that a retroactive equal-
ization of life insurance benefits
would cost $13.4 billion. Some 21
companies would become insol-
vent, while 50 life insurers would
have their reserves cut in half, the
ACLI noted (BI, May 16).

The curreat unisex bills do con-
tain retroact.ve provisions, but Sen.
Packwood’s staff says he is consid-
ering eliminating it. Sen. Pack-
wood also is not going to call for a
vote on his bill until the General
Accounting Dffice issues its report
on the cost of unisex legislation,
which is not expected until later
tais fall.

It also is possible that Sen. Pack-
wood will hook his unisex legisla-
tion onto Sen. Robert Dcle’s bill, S.
19, that would—among other
things—lower the minimum partic-
ipation age in retirement plans to
21 from 25. Because Sen. Dole’s bill
kas much support, it could help
ezse passage of the unisex legisla-
tion (BI, Sept. 19).

About 75% of the survey respon-
cents believe the Norris decision
will influence Congress to pass the
unisex legislation.

While benefit managers must
wait to see how Congress reacts to

the unisex proposals before it, they
are dealing right now with the =f-
fects of the Supreme Court ruling
in the Norris pension case, which
can affect both defined contriku-
tion and defined benefit plans.

But rather than make the men-
date for equal benefits retroactive,
the court decided that ecual bene-
fits would be required only on ecn-
tributions made after Auz. 1. More
than 80% of the benefit managers
surveyed agreed that the ruling
should not be retroactive.

In Norris vs. Arizona Governing
Committee, the high court ruled 5-
4 that when men and women mzke
equal contributions to a pension
plan, women cannot receive a
smaller monthly benefit than men.

The case goes back to 1975 wken
Nathalie Norris, a 58-year-cld
Scottsdale, Ariz., resident who
worked for the state, agreed to join
a 3-year-cld voluntary compensa-
tion plan.

Ms. Norris requested that ber
contributions be invested in a fixed
annuity contract from Lincoln INa-
tional Life Insurance Co.

Ms. Norris was told tnaat if her
contributions continued at a stezdy
rate, the total value of her account
at age 65 would be $53,890.

At that time, she would receive a
monthly annuity of $320.11 from
Lincoln National. However, a man
who contributed the same amount
as Ms. Norris was guaranteed a
monthly payment of $354.07.

Ms. Norris sued the state in 178,
charging that the unequal annuity
benefits violated the Civil Rights
Act of 1964, a point with which :he

"Firestone looks for
cost control and effective
administration of our benefits.
That's why we chose
Vision Service Plan.”

—Lowell Jones, Director Employee Benetits
The Firestone Tire & Rubber Company

Vision Service Plan

1000 Des Peres Rd.

Suile 280
St. Louis, MOB3131

Vision care is an attractive
employee fringe, but em-
ployers ought to get some
benetfits, too. And with Vi-
sion Service Plan, you do.

We're a network of non-profit
corporations. Employees are
free to choose their own doc-
tors, and out-of-pocket costs
are controlled. Plus, there'sa
regional office near you to
handle all the paperwork.

It doesn't take new glasses to
see why we've become the
largest underwriters of qual-
ity vision care in the country.

For more information on how
Vision Service Plan can sat-
isty your needs like we sat-
isfied Firestone's, please call
1-800-325-8499 today.

Supreme Court agreed.

The Norris decision affects de-
fined contribution plans that pay
employees monthly benefits either
directly or through annuities pur-
chased from insurers. It does not
affect defined contribution >lans
that only offer employees a lump-
sum payout upon retirement or ter-
mination of employment.

When a lump sum is paié out,
both male and and female employ-
ees receive the same benefit, as-
suming any contribution they made
to the company plan was equal.
The inequities that were the subject
of the Norris case crop up when
employees are given the choice of a
monthly payout or lump sum.

The monthly payouts, often pro-

vided through an annuity frcm an
insurance company, are often
smaller for women than men be-
cause the payouts are based on
mortality tables that reflect the fact
that women—as a group—live
longer than men. It is reasoned that
over time women will eventually
receive the same total payout as the
men in the pension plan because
men die earlier.

Fifteen of the 30 responients
with defined contribution plans ex-
plained how they will amend their
plans that had paid unequal bene-
fits. Three respondents said they
were still working on how to equal-
ize benefits for men and women in
their defined contribution plans.
Two said they did not meet the
Aug. 1 deadline and did not say
when they would. Four of tha sur-
vey respondents specifically stated
that they only offer a lump-sum
option. Six others answered N/A
when asked how they would equal-
ize unequal benefits, suggesting
they only pay lump sums.

Only seven of the 30 respondents
with defined contribution plans
said their company pension plans,

which had directly paid unequal
benefits to male and female em-
ployees before the Supreme Court
ruling, were amended to equalize
benefits by the court’s Aug. 1 dead-
line or would soon be amended.

Five of these benefit managers
said they equalized benefits by
creating a new benefit level some-
where between the benefits for-
merly paid men and women.

Only eight of those with defined
contribution plans indicated that
they purchase annuities through
insurers and were taking action
now to equalize these benefits.

Five said they would find an in-
surer that offers annuities based on
unisex mortality tables; three said
they would eliminate the annuity
purchase option and pay a lump
sum at retirement or termination of
employment; and one said it would
start paying equal monthly benefits
to beneficiaries directly from the
pension fund.

When asked what insurers they
had found that offered annuities
based on unisex mortality tables,
two respondents cited Travelers In-
surance Co.; two said Lincoln Na-
tional Life Insurance Co., which
was the insurer involved in the
Norris case; and one said Teachers
Insurance & Annuity Assn. & Col-
lege Retirement Equities Fund.

Four of the survey respondents
that pay their retirees direct
monthly payments had adopted
unisex benefits before the Supreme
Court ruling. Three respondents
that purchase annuities through in-
surers had asked the insurers to use
unisex mortality tables before the
high court ruling.

While few of the survey respon-
dents with defined contribution
plans appear to be affected by the
Norris decision or do not know yet
what the impact will be, many
more have defined benefit plans

Continued on facing page
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Continued from facing page
that are affected.

Seventy-one of 81 respondents
have defined benefit plans that
offer equal benefits based on a set
formula including salary and
length of service, and 30 have de-
fined contribution plans that offer
benefits based on contributions.
Profit-sharing, 401(k) salary reduc-
tion plans and thrift plans fall into
this category.

The Norris decision affects de-
fined benefit plans that offer a
joint-and-survivor option that
charges a male employee more to
guarantee part of his pension
(usually half) will go to his wife
after his death than it charges a
women to guarantee this benefit
for her husband.

Men often pay more for a joint-
and-survivor option than women
because men are likely to die
sooner, triggering the joint-and-
survivor benefits earlier. In addi-
tion, a surviving female spouse is
likely to collect benefits over a
longer period of time than the hus-
band of a female retiree who dies.

For example, a 65-year-old male
who retired with a $400 a month
benefit would have his pension
benefit reduced by about 15% to
$340 if he selected a 50% joint-and-
survivor option.

In contrast, a 65-year-old woman,
who also retired with a $400 a
month pension, would have her
benefit reduced by about 8% to $368
if she selected the same 50% joint-
and-survivor option.

Thirty-six, or 44%, of the survey
respondents said they had or would
amend their joint-and-survivor op-
tion to equalize benefit reductions.
Another 29 said they already paid
equal benefits to employees who
chose this option. The remainder
did not answer the question.

Of the 36 that are amending their
joint-and-survivor plans, 35 will do
so by creating a new benefit reduc-
tion—between the two current re-
ductions—that is equal for both
men and women.

One said his company is decreas-
ing the reduction charged men to
equalize the reduction currently
charged women.

Forty percent of the respondents
said they would hire or had already
hired consultants or actuaries to
help them amend both defined
contribution plans and the joint-
and-survivor option in defined
benefit plans. About 10% of the re-
spondents said they would use in-
house experts to make the changes
and 6% were relying on insurers.

Most of the respondents, how-
ever, did not seem overwhelmed by
the task or the costs incurred.

When asked what it was costing
their companies in both dollars and
time to overhaul their plans to con-
form with the Norris ruling, the
bulk of the respondents left the an-
swer blank or said information was
not available.

Others wrote that costs were
minimal or insignificant both in
terms of money and time. One ben-
efit manager said all the decision
cost him so far was the 15 minutes
it took to fill out the BI survey.

Nine of the respondents, how-
ever, did cite costs ranging from
$1,200 to $25,000 and said they
spent from 20 hours to six weeks of
manpower to conform with the rul-
ing. Another 14% said they thought
they would incur some costs but
had no idea yet what they would
be.

One benefit manager said he was
expecting a “large bill from my ac-
tuary” and that his company had
spent a significant number of hours
reworking its pension plan because
it was also making plan changes to
conform with the Tax Equity and
Fiscal Responsibility Act of 1982,
which also affected pensions.

Of those who spelled out what
their costs would be, the largest
cost—$25,000—was recorded by a
benefit manager for a company
with 3,500 employees who only in-
dicated on the survey that the com-

pany had to amend its defined ban-
efit plan to correct inequities in its
joint-and-survivor option. He did
not indicate if his company had
hired a consultant and/or actuary
to assist with the changes.

The director of benefits planning
for a pharmaceutical manufacturer
with 14,000 employees in the
United States said the Norris deci-
sion was costing his company
$1C,000 and five or six weeks of
work. He, too, only indicated a
change in the jcint-and-survivor
option and also had hired an actu-
ary.

Three benefit managers indi-
cated that compliance with the
Norris decision would cost them
$2,000 to $3,000. Two of these firms
were changing both defined contri-
butions and defined benefit plans
and one was just amending its de-
fined benefit plaa’s joint-and-sur-
vivor option.

Two other benefit managers Zor
companies with 7.500 to 10,000 em-
ployees indicated it will cost them

$5,000 to amend their joint-and-
survivor options. Both indicated
they were using consultants to
help, but one still estimated his
firm also would spend $10,000 in
man-hours on the project.

The benefit manager for a sales
firm with 400 employees indicated
his firm was changing its joint-and-
survivor option at a cost of $1,200.

Despite the costs incurred to con-
form to the Norris decision, only
three of the survey respondents
ever had an employee complain
about unequal benefits.

The corporate benefit planning
administrator for a electric and gas
utility with 13,000 employees said
his firm was sued “because early
retirement reductions for women
were less than for men.” Even be-
fore the Supreme Court decision
came down July 6, this firm had
equalized all benefits in its defined
benefit plan. It began making equal
benefit reductions in its joint-and-
survivor option in the early 1960s.

Another wrote that women em-

ployees complained loudly when a
defined benefit plan was termin-
ated.

“Most of our female employees
were unhappy, especially when
they found out that their payout
was lower because they were
women,” wrote the benefit man-
ager for a retail outlet. The firm
now has a Payroll-based Stock
Ownership Plan, a profit-sharing
plan and 401(k) salary-reduction
plan.

And, the employee benefits man-
ager for a non-profit religious or-
ganization involved primarily'in
health care wrote, “With an em-
ployee force of more than 80% fe-
male, we have had many com-
plaints of past practices of paying
unequal benefits.”

In 1982 it requested that the in-
surers from which it purchased an-
nuities for its savings plan partici-
pants use unisex mortality tables.
The same year it equalized benefit
reductions for the joint-and-survi-
vor option in its defined benefit

plan.

While few employees complain
about unequal benefits, they were
fairly interested in the effect of the
Norris decision. About 20% of the
benefit managers surveyed said
employees had asked them about
how the decision would affect
them.

Most of the survey respondents
said they were informing their em-
ployees of plan changes through
memos and additions to their em-
ployee benefit handbooks. How-
ever, many others said they would
explain changes individually to po-
tential retirees when the time
comes for them to make a choice.

[ ]

Employee benefit managers are in-
vited to join the Business Insurance
Employee Benefit Board, Just send a
card with your name, title, company
and address to Kathryn J. McIntyre,
Editor, Business Insurance, 740 Rush
St., Chicago, Ill. 60611. You will re-
ceive four surveys during the year on
benefit issues.

- When you need to identify the influentials,

The brand new BUSINESS INSURANCE DIRECTORY OF
CORPORATE BUYERS OF INSURANCE, BENEFIT
PLANS AND RISK MANAGEMENT SERVICES gives you
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You'll ‘ind alphabetical listings on 1,200 of the
largest U.S. corporations ... listings that include sales
volume, err ployee population, company address and phone

number.

And you'll find the names and titles of the chief financial
officers anc the executives in charge of risk management,
employee benefits, personnel and pension/retirement

plans.

To further help you pirpoint the information you need, a
special irdex will list corporations by size, based on number

of employees.

Whether you're on the buving or selling end of this
exciting business, the Bl Directory will make your job

easier.

As a “"buver,” you'll use this reference tool to identify
your professional counterparts - to compare notes on how
to handle the responsibilities that come with your position.

As a “celler,” you'll find the Bl Directory to be the most
convenient way to find out who the buyers are and hew to
reach them.
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Medical malpractice rates drifting upward

Continued from page 1
cian and surgeon malpractice poli-
cies.

In 1975, a malpractice insurance
crisis saw insurers raising their
rates as much as 300% and many
fleeing the market completely
making it impossible for many in
the medical profession to ever: find
malpractice coverage.

Doctors say that their increased
insurance costs are part of the rea-
son their charges for care have
risen in recent years. Another
round of increasing insurance costs
for doctors could ignite more in-
creases in the costs of physicians’
care, frustrating employers’ efforts
to control their health care plan
costs.

The current rate increases are
being reported by doctor-owned in-
surance companies and captives as
well as commercial insurers, and
one insurer has pulled out of some
markets because of poor loss expe-
rience.

“We increased our rates on July
1 an average of 22.5%,” says Henry
Nussbaum, director of under-
writing for the Illinois State Medi-
cal Inter-Insurance Exchange, a
doctor-owned malpractice insurer
with about 8,000 physician and sur-
geon policyholders. It wrote about
$40 million in net premiums last
year.

Last year, ISMIE increased its
rates an average of 20%.

But with this most recent rate
hike, the exchange added a new
rating classification to its seven-
class system “to help diminish the
overall average rate increase,” Mr.
Nussbaum said.

Premiums for most policyholders

in the new category, which in-
cludes such traditionally low-risk
medical professionals as patholo-
gists, allergists and endocrinolo-
gists, decreased 3% this year.

Mr. Nussbaum is one of the peo-
ple warning that this year's rate in-
creases-are only a predecessor to
more down the road.

“] don’t see an end,” says Mr.

Nussbaum. “Our only salvation is
that the public may finally realize
that the right to sue someone has to
be tempered with practicality and
realism.
Donald J. Fager, assistant secretary
and treasurer of Medical Liability
Mutual Insurance Co. in New York,
agrees.

“As long as the awards keep
going up, I don't (see an end to rate
increases),” he says. :

Medical Liability Mutual, a cap-
tive of the New York State Medical
Assn,, raised the rates of its 17,000
physicians and surgeons an average
of 25% July 1.

Some of Medical Liability Mu-
tual’s policyholders received rate
increases of less than 25%, but those
in high-risk specialty classes, such
as neurosurgeons and obstetricians,
face hikes of up to 35%, explains
Mr. Fager.

The company raised rates 15% in
1982 and 26% in 1981.

Medical Liability Mutual, the
second-largest malpractice insurer
in the United States with $180 mil-
lion in direct written premium in
1982, had asked the state Insurance
Department this year for rate in-
creases of more than 50%, but only
a 25% increase was approved,
explains Mr. Fager.

“Obviously, we think it (the

need for higher rates) is a little
worse than the 25% represents,” he
says.

Mr. Fager says the severity of the
claims his New York policyholders
have incurred is the biggest reason
for the premium hike.

“It's the severity—the increases
in awards just keep going up and up
and up,” he says.

The Medical Malpractice Insur-
ance Assn, of New York just last
week notified the 1,600 New York
physicians and surgeons it insures
that rates will rise an average of
30%, retroactive to July 1.

MMIA, however, is asking for a
hearing with the Insurance Depart-
ment to dispute the department’s
rejection of its request to raise rates
180%, said President Philip J. Bies.
The state only allowed 30%.

MMIA, which raised its rates 15%
last year, took in just less than $10.9
million in direct written premiums
and paid out $11.5 million in
claims.

“Our experience just indicated
that we needed it (the 180% in-
crease) in order to break even,” Mr.
Bies says, citing the size of awards
and the number of claims.

An allergist in upstate New York
may now pay MMIA an annual
premium of $2,157, and a medical
professional in the highest category
of risk, such as a neurosurgeon on
Long Island, may now pay about
$66,500 a year in premiums, Mr.
Bies says.

However, a neurosurgeon who is
hit with a surcharge on his pre-
mium because of poor loss experi-
ence could pay as much as $199,400.

The St. Paul Cos. Inc., the largest
malpractice insurer in the United

States, expects to gradually raise
the rates of its policyholders within
the year an average of 16%, says
Walter Marquis, senior ur.der-
writing vp.

The insurer covers about £5,000
physicians and surgeons nstion-
wide, of whom general surgeons
and obstetricians present the big-
gest underwriting risks, he says.

St. Paul posted a 116.3% com-
bined ratio for physicians and sur-
geons malpractice coverage ir. 1982
and a 123.9% combined ratio for the
first six months of 1983.

The Medical Protective Co. in
Fort Wayne, Ind,, another leading
writer of medical malpractice in-
surance, also expects to raise rates
in the 15 Midwestern states in
which it operates.

“There will undoubtedly be an
increase, but the specific increase
will vary from state to state,” says
Robert J. Miller, vp of promctions.
He says the rate increases will
probably range from 15% tc 30%,
but low-risk policyholders may
sustain lesser increases.

One particular problem area he
cited is “a steady increase in the av-
erage cost of resolving claims over
the past 10 years—an inexorable
increase that hasn’t stopped with
anything that's happened.”

For example, Mr. Fager of Medi-
cal Liability Mutual in New York es-
timates that his company will spend
an average of $400,000 per case to
settle claims filed in 1983 to 84

Poor loss experience is forcing
Aetna Casualty & Surety To. to
slowly withdraw from writing mal-
practice insurance for physicians
and surgeons in Missouri, Maine,
Kentucky and Wisconsin.

“A bad loss experience and a de-
cline in our market share led to the
decision,” a spokesman explains.

In Maine, Aetna’s pure loss ratio
on physicians' and surgeons’ medi-
cal malpractice coverage in 1982
was 229%; in Kentucky, it was
184%. In Missouri in 1981, the pure
loss ratio hit 1,845%.

The company, which recently
raised rates 50% in both Maine and
Missouri, will not cancel any of its
policyholders, but will not renew
existing policies.

The insurer expects to be com-
pletely withdrawn from these
states within 12 months, he says.

Other insurers are moving in to
pick up Aetna’s market share so the
medical community will not be
without coverage alternatives.

Aetna will continue to write
medical malpractice coverage in 10
other states but is “no longer a fac-
tor” in the physicians and hospital
malpractice market, according to a
spokesman.

Meanwhile, at The Doctors' Co.
in California, rates are being raised
for many California specialists be-
ginning Oct. 1.

Doctors in six of the company’s
specialist classifications will have
rates increased, explains Dr. Sa-
bella. For example, premiums for
neurologists will increase to $6,640
from $3,904 in 1982 for limits of $1
million per occurrence and $3 mil-
lion aggregate.

Pediatricians will pay about 27%
more in premiums, while obstetric-
ians and gynecologists will pay
about 13% more. Their premiums
will average $28,500, compared
with $25,212 in 1982, he says. Rates

Continued on facing page
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Business Insurance

Circulation
Breakdown*

Insurance—Contract Bonding

Small surety company seeking execu-

tive type manager with at least five

years experience in contract bonding

management. Must demonstrate un-
derstanding of financial statements,
reinsurance of bonds and setting up of
treaties. Salary commensurate with ex-
perience. Send resume to Marian By-
num, 3932 Harrison Street, Oakland,
CA 94611,

PRODUCTION POSITION AVAILABLE
Exper enced Insurance Sales Person

2-Man Agency is seeking successful,
sales oriented person for expansion.
Qualified commercial fire and casualty
leads available. Equity potential availa-
ble. Please send resume including
background, experience, salary his-
tory, etz. to P.O. Box 68376, Indiana-
polis, Indiana 46268,

Commercial Consumers
Administrutive Menag -

owners, presidents,
vps, etc. 6,483

Financlal Management:
chief financial officers,
vps of finance, secre-

Bl Classifieds

assure

Unions, Educational
Institutions 1.034

Commercial Consumers

“Source Business/Occupational
breakdown of qualified circula-
tion, November 1, 1982 issue, as
submitted to BPA for December
1982, BPA Publisher's Statement.

A major U.S. organization highly
diversified, we are seeking a high
visibility Pension professional for
top corporate position. Must
have 10 plus years experience in
field and proven managerial
record with ability to
design, monitor, interpret and
implement plans. Will provide di-
rection to field staff and be re-
sponsible for various benefit dis-
closures and filings. Will work di-
rectly with actuaries; serve on
Benefit Boards and conduct sim-
ilar high level activities. The more
experience in other benefitareas,

Sub-total 22,9354
Insurance Agents
& Brokers 9,771 track
Insurance Cos. 5217
Financial Institutions 352
Actuaries, Attorneys,
Adjusters, Appraisers
& Consultants 2,603
Others allied to the field 937
TOTAL 41,834 the better.

Full benefit programs, opportu-
nity for incentive compensation
and other extras. Send dossier
with salary requirements in con-
fidence to:

DWG CORPORATION

P.O. Box K

Normandy Branch

Miami Beach, FL 33141

Attn: Personnel

AVIATION UNDERWRITERS
5 Years Experience
M J Hall & Co., Inc., and aggressive
west coast based general agency, is
looking for two exp. underwriters to

nancial package will be offered.
Send resume, three references and a
current photograph to Joe Vautier,
M J Hall & Co., Inc., P O Box 192,

Our client, a leading SUNBELT
company, seeks an individual to
head their BENEFITS department.
Total number of employees numbar
in excess of 5,000. Graduate work
desirable plus eight years experi-
ence at either the corporate or insur-
ance company level with the last
three years being in a Jr. or Sr. man-
agement level. Must be totally expe-
rienced in all employee benefits pro-
grams/plans to include life/health,
dental, pensions, thrift plans, 401K,
etc. Our client is comfortable at a
starting salary to mid $50s. Contact

! '~ | INSURANCE RECRUITERS, INC.
open two branch offices—one in 3707 Rawlins, $416, Dallas, Tx.
Dallas or Houston and one to service p , -

75219. AC214/528- !
east coast producers. Attractive fi- 2 A48 0080

brokerage/surplus

erty/casualty. Binding authorities
both admitted & notadmitted cos.
Volume $800,000. Gcod opportunity
for large retailer wro wishes start
ines division,
Reply Box 902, Business Insurance,
740 Rush St., Chicago, 11l 60611,

SURPLUS LINES AGENCY Risk Management
FOR SALE GOOD TIMES ARE COMING!
No. N. J. Doing mostlv primary prop- SEND FOR FREE BROCHURE

“Rewarding Careers in
Risk Management”

MARTY HODES, ARM

505 Northern Blvd.
Great Neck, N.Y. 11021

taries, treasurers, etc. 10,138 tnp qualitv
Insurance Management:

vps, directors, resuItS!

managers of insurance,

risk, benefits,

compensation, safety,

security, etc. 5,298

DIRECTOR PENSION Stocktan, CA 95203.

Qavsriment, Resdclations, PLANNING & ADMINISTRATION

INSURANCE SALES
( = commission — )

Due to our fast growth and expansion, we are
seeking experienced, licensed brokers, who can be
responsive to the needs of our clients.

Our group health insurance plans are competitive
and our marketing program is designed to make
the sale that will earn you top dollars on a liberal,
incentive commission schedule.

Please submit resumés to:

IBA Casey Galik, President

Insurance Benefit Administrators, Inc.
5600 S. Wolf Rd., Western Springs, IL 60558

quired experiance.
The salary

CONTRACTS SUPERVISOR
ASSISTANT CONTRACTS SUPERVISOR

The Los Angeles Unified School District, the second
largest in the country, is seeking proven professionals
tofill the Contracts Supervisor and Assistant Contracts
Supervisor pasitions. Those selected will supervise
and participate in the negotiation, preparation, proces-
sing, and administration of contracts for goods, ser-
vices, and insurance coverages.

Minimum recuirements: Three years of experience
(two years for Assistant Contracts Supervisor) in con-
tractor insurence administration, law, or a related field
that included the negotiation, preparation, and pro-
cessing of contracts, and one year of supervisory ex-
perience. Lecal education in contracts and torts may
be substituted for one year of experience. A graduate
law degree may be substituted for two years of the re-

range for
$29,100-$36," 90 annually. For Assistant Contracts Su-
pervisor, the -ange is $24,670-$30,770 annually.
Applications will be accepted until October 14, 1983.
(213) 742-7761
Los Angeles Unified School District

P.O. Box 2298

Los Angeles, CA 90051

Contracts Supervisor is
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also will be increased for general
practioners, internal medicine spe-
cialists and certain radiologists.

But rates for dermatologists, oph-
thalmologists and urologists will
decrease an average of 20% to com-
pensate for high rates they faced
after an unexpected surge in claims
and losses about four years ago, Dr.
Sabella explained.

The Doctors’ Co. rates are a
stronger reflection of an increase in
the number of claims its policy-
holders have seen than in their se-
verity, Dr. Sabella notes. The com-
pany now receives almost one
claim for every five doctors it in-
sures each year, he estimates.

He notes a particular increase in
claims activity in historically low-
risk fields, such as pediatrics and

- neurology. For example, in 1982,
the company received 13.2 claims
for every 100 neurologists it in-
sured; through the first half of this
year, that figure has risen to 20.7.

The Doctor’s Co. wrote $41.1 mil-
lion in net malpractice premiums
in 1982. Its combined ratio jumped
to 133.7% from 98.3% in 1981.

State Volunteer Mutual Insur-
ance Co. in Nashville, Tenn., also
has seen its claims experience dete-
riorate. It particularly cites the in-

creasing size of awards.

“The claims climate in Tennessee
is deteriorating, both in the
numbers of suits against doctors
and in the size of court awards,”
says Steven C. Williams, vp of un-
derwriting at State Volunteer Mu-
tual, which insures about 4,700 doc-
tors.

In 1982, about 800 cases produced
about 1,500 claims against the phy-
sicians and surgeons the company
insures, Mr. Williams estimates.

But between 1980 and 1981, it
saw the size of the largest award
against a Tennessee doctor triple.

The largest court award against a
physician in Tennessee prior to
1980 was about $300,000, Mr. Wil-
liams says. But by December 1981,
that reached $1.1 million.

“We tripled our biggest award in
one fell swoop,” Mr. Williams
notes.

The size of the court award is im-
portant, insurers explain, because
juries frequently regard the
amount of the largest previous
award as a standard by which they
can determine their own.

State Volunteer raised its rates
an average of 15% in May, Mr. Wil-
liams says. Rates were raised 25%
in 1982, but not at all in 1981.

State Volunteer wrote $18.2 mil-

Some OB/GYN specialists
hard hit by rate increases

"WASHINGTON—If you're a
gynecologist or obstetrician in Flor-
ida, California or New York, you're
probably getting socked with
higher premiums for medical mal-
practice insurance.

During the last two years, New
York and California gynecologists
and obstetricians report that their
annual malpractice insurance pre-
miums have increased on average
by more than $8,000, or almost dou-
ble the national increase of $4,583.

In New York, 75.8% of OB/GYNs
pay more than $15,000 annually
while nationally only 33.6% pay
more than $15,000. In California,
65.9% of the OB/GYNs and in Flor-
ida 62.9% pay more than $15,000 for
coverage.

By contrast, just 5.5% of
OB/GYNs practicing in the Middle
South and 8.5% in the Great Lakes
region pay more than $15,000 for
malpractice coverage.

More than 80% of Florida and
New York OB/GYNs said they
have been hit with premium hikes
in the last two years compared with
61.9% of all OB/GYNs, according to
an American College of Obstetric-
ians and Gynecologists survey.

On the other hand, 44.9% of
OB/GYNs in the Middle South and
45.8% of Great Lakes OB/GYNs
said their malpractice insurance
premium has increased in the last
two years.

To look at the cost of malpractice
insurance, the Washington-based
American College of Obstetricians
and Gynecologists surveyed some
1,915 OB/GYNs this spring. The
survey, conducted by Porter, No-
velli & Associates, a Washington,
D.C.,-based market research firm,
had a response rate of 50.1%.

Despite the high and increasing
cost of malpractice insurance, few
OB/GYNs are uninsured. Just 2.6%
of the surveyed OB/GYNs say they
are currently uninsured, although
9.1% of California OB/GYNs and
5.4% of Florida OB/GYNs say they
do not carry coverage.

Among OB/GYNs who at some
point were uninsured, some 45%
said they were bare for between
one and five years, while 21.8% said
they didn’t buy coverage for more
than five years. Another 18.1%
were without coverage for less than
six months, while 15.1% didn’t pur-
chase malpractice insurance for be-
tween six months and one year.

Just 2.6% of the professionals are
now uninsured. Some 46.2% of
those uninsured say they can't af-

ford coverage, while 28.8% say they
are philosophically opposed to buy-
ing coverage and 5.8% say they
don’t need insurance. Another
19.2% of respondents gave other
reasons.

Some 10.7% said they were not
covered at some point in their ca-
reers. In contrast, 25.6% of Califor-
nia OB/GYNs and 25% in Florida
say they once went bare.

The most frequent reasons cited
by OB/GYNs for buying malprac-
tice insurance include: Too nerve-
wracking to go without coverage,
44.1%; inability to obtain hospital
privileges without coverage, 31.4%;
acquiring enough money to buy
coverage, 20.7%; and being sued,
5.6%.

The likelihood that an OB/GYN
will be frequently sued varies con-
siderably by the area of the country
in which he or she practices, ac-
cording to the survey.

For example, while 20% of sur-
veyed OB/GYNs say they have
been sued at least three times, some
48.8% of New York OB/GYNs and
27.3% of California OB/GYNs said
they were sued three or more
times. By contrast, just 3.7% of
OB/GYNs in the Southeast (ex-
cluding Florida) and 10.8% in the
West (excluding Califernia) were
sued at least three times.

Other areas of the country,
where the percentage of OB/GYNs
sued at least three times was less
than the survey average include:
New England, 19.5%; Florida and
the Great Lakes region, both 15.8%;
and the Middle South, 11.7%.

Among OB/GYNs that have
been sued, 31.2% said the basis for
the suit involved the delivery.
Others, 41.3%, cited gynecological
surgery and 18.5% cited other OB
care aspects as the suit basis.

In addition, some 23% of
OB/GYNs that have been involved
in a suit said that the suit was even-
tually settled out of court, while
23% said the plaintiff eventually
dropped the suit. A suit was pend-
ing for 23.3%, while 9.7% reported
that they won in court and 2.3%
said they lost in court.

°

Single copies of “Professional Li-
ability Insurance and its Effects:
Report of a Survey of ACOG's
Membership” are available free
from The American College of Ob-
stetricians and Gynecologists, 600
Maryland Ave. S.W., Washington,
D.C. 20024; 202-638-5577.

lion in net premiums in 1982 and
recorded a 111.7% combined ratio.

Mr. Williams expects this year’s
claims activity to force State Vol-
untesr to increase its rates in 1984,
but coesn’t know by how much.

Tke claims that insurers are see-
ing more of include those alleging
misdiagnosis, a failure to diagnose,
surgical errors, complications of
surgery and errors of omission and
delay.

They also cite increases in “lack
of informed consent” claims. These
claims, which generally stem from
complicaticns after elective sur-
gery, charge that the doctor did not
properly inform his or her patient
about the possible consequences of
an operation, and that the patient,
therefore, could not make an edu-
cated decision about undergoing an
operation.

Insurers say aggressive plaintiffs’
attorneys are partly to blame for
these increasing claims.

“We believe if a doctor is at fault,
a deserving patient should be com-
pensated,” says Dr. Sabella of The
Doctors' Co. “But there are a lot of
frivolous claims that don’t make
any sense, and they're expensive to
handle before you can get them off
the books.”

ISMIE'’s Mr. Nussbaum agrees.
Plaintiffs’ attorneys, he says, “are
doing their job well, but much too
aggressively and not as profession-
ally as they should be in evaluating
the merits of the cases they take.
They're in the best position to tell a
client that (he or she) doesn’t have
a valid malpractice action.”

Meanwhile, insurers are beefing
up loss-prevention activity.

Some, like Medical Mutual's Mr.
Fager, suggest that doctors care-
fully maintain all records and lab
reports.

Many of the physician-owned in-
surers are emphasizing loss-pre-
vention seminars. =

Blackmon
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YOUR PARTNER
IN LOSS MITIGATION

If you care about loss mitigation, as we do, then let’s be partners.

BMS CAT is a company with over 36 years of experience in fire and water
damage restoration.

Our specialists are on call 24 hours a day to provide you with a complete
line of services after a loss occurs.

For immediate response to fire and water damage including odor control,
corrosion control, and contents restoration anywhere in the United States or
Canada, call BMS CAT, your partner in loss mitigation.

24 hour toll free hotline (800) 433-2940
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BMS Catastrophe

National Headquarters

PO. Box 11370

Fort Worth, TX 76110

Please send me more information about fire and water dam-
age restoration.
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Head Office:
Alia Commercial Centre
Diplomatic Area

P.O. Box 26992
Manama, Bahrain

Tel: 231110.
Telex: 9395BN, 9396BN

London Contact Office:

4th Floor, Plantation House (Sec-D)
31-35 Fenchurch Street

London EC3M 3DX

Tel: 01-626 4155/8.
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Hyatt charges M&M acted negligently

Continued from page 1

million in excess coverage written
by Northbrook; another $25 million
excess layer divided among Pine
Top Insurance Co., Centaur Insur-
ance Co. and Insco Ltd,, all repre-
sented by underwriting manager
Baccala & Shoop of Newport
Beach, Calif. and a further $25 mil-
lion excess layer written by Colum-
bia Casualty Co.

Hallmark carried $101 million in
liability insurance with $1 million
primary and $10 million first ex-
cess policies written by CU; a $50
million excess layer written by
American Insurance Co.; and a $40
million excess layer divided be-
tween Republic Insurance Co. and
Continental Insurance Co.

Hyatt filed suit in 1981 in state
court asking for a ruling on which
insurers should indemnify it and

YOURS

for the asking!

A free copy
of SIIA NEWS,

the official publication
of the Self-Insurance
Institute of America, the
leading educational
association for self-
insurers, administrators,
brokers, corporate execu-
tives, and risk managers.

Complete the coupon
below, or mail your busi-
ness card today to: SIIA

* PO. Box 15466 *
Santa Ana, CA 92705
(714) 979-6318.
BERNSENEEN NN AR ERRERRREREND

YES, 1 would like a
complimentary copy of
SIIA NEWS. Please

send it to:
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the order in which they should
pay.

Jackson County Circuit Court
Judge Timothy O'Leary last Octo-
ber ordered the Hyatt insurers to
pay two-thirds of the victims’
claims and the Hallmark insurers
to pay one-third. Judge O'Leary
has not made the order final,
though, and motions asking him to
reconsider are pending.

CU and American contend that
their policies were intended as ex-
cess of Hyatt's insurance, and that
they shouldn't be forced to pay
until the entire Hyatt line is ex-
hausted.

Northbrook, on the other hand,
argues that the Hyatt line should be
considered excess of Hallmark’s in-
surance, which it says was intended
to cover construction-related risks.

Both Northbrook and CU dispute
Judge O’'Leary's finding that they
are responsible for continuing legal
costs and expenses of Hyatt and
Hallmark.

Marsh & McLennan acted inde-

: pendently as broker for both Hyatt

and Hallmark, arranging both lines
of coverage. In legal papers filed
last year, M&M sided with CU, say-
ing it intended the Hyatt line to
provide primary coverage for all li-
ability risks at the hotel.

Hyatt's most recent filing alleges
that M&M breached its duty to pro-
cure adequate coverage, and seeks
to recover $411,337 in fees and
commissions Hyatt paid to M&M in
1980 and 1981, along with Hyatt's
costs in defending and settling the
injury and death cases and in liti-
gating the insurance coverage dis-
pute.

Hyatt doesn’t ask for a specific
dollar amount to cover legal costs,

but says that the costs exceed $1
million “and will continue to ac-
crue,” according to Thomas E.
Deacy Jr., a lawyer for Hyatt.

In the same filing, Hyatt also
seeks to recover its legal costs in
settling victims’ claims from CU,
American, Republic and Continen-
tal, charging that their policies
named Hyatt as an additional in-
sured and agreed to indemnify it
for such expenses.

“We want these claims of ours
that remain expedited so we can
get out and not have con:inuing in-
volvement in the contest between
these insurance companies that will
go on for a long time,” Mr. Deacy
said.

Northbrook has also filed a cross-
complaint against CU and Ameri-
can, charging that the two Hall-
mark insurers unjustly refused to
defend, settle and pay victims’
claims until ordered to do so by
Judge O’Leary.

Northbrook began paying claims
in 1981, and paid 100% of settle-
ment and defense costs until Judge
O’'Leary’s order last October, ac-
cording to Paul W. Schroeder,
whose Chicago law firm, Isham,
Lincoln & Beale, represents North-
book. CU didn'’t start paying claims
until last November, and had ex-
hausted its limit—whick it says in-
cludes defense costs—by January,
at which time the American policy
took over, Mr. Schroeder said.

American has since refused to
pay any of Hyatt's or Hallmark's
defense costs in settling claims,
lawyers say, and the three Hyatt
insurers represented by Baccala &
Shoop are now paying 100% of all
legal expenses.

The Northbrook cross-claim

Canada's
Different:

e Different Risks

e Different Laws

e Different Market

e Different Problems

¢ Different Opportunities

—Tax Laws

=
1 [ —

Does your Canadian Risk
Management Program
recognise Canada's unique:
—Rating Structures
—Re-Insurance Market Place
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investigate our potential.
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PLEASE CALL-

WRAY BAIRD MACGREGOR

INSURANCE BROKERS LIMITED

(416) 863-1208

236 KING STREET EAST, TORONTO, ONTARIO MS5A 1Ki

JACK BAIRD
VICE PRESIDENT

seeks $3 million in compensatory
damages each from CU and Ameri-
can, which mainly represents in-
vestment income Northbrook says
it lost by paying victims' claims for
nearly a year with no contribution
from the Hallmark insurers. The
claim also seeks $10 million in pun-
ative damages each from CU and
American for what Northbrook
calls “malicious disregard for the
rights of Northbrook and its in-
sureds.”

Attorneys involved in the litiga-
tion say the Hyatt and Northbrook
actions are only the first in what
will probably be a flurry of claims
and counterclaims as Hyatt insur-
ers try to recover from Hallmark
insurers for litigation expenses and
lost use of funds.

Other claims will probably be
filed in the next 30 days, the period
Judge O'Leary granted for addi-
tional filings, said Charles Patter-
son, an attorney with the Kansas
City firm of Watson, Ess, Marshall
& Enggas, which represents CU.
Mr. Patterson added that it is
“highly likely” that CU will move
to dismiss the Northbrook claim to
recover legal costs.

“The battle lines have no: even
been completely drawn,” said Ju-
lian Campbell, an attorney with the
Chicago firm of Hinshaw, Culbert-
son, Moelmann, Hoban & Fuller,
which represents Columbia Casu-
alty.

Among the parties Mr. Campbell
says will probably file cross-claims
are Baccala & Shoop, CU, Ameri-

can, Occidental and Columbia Cas-
ualty.

Baccala & Shoop, for example, is
likely to demand that American
pay one-third of the defense costs
and reimburse it for investment in-
come its three insurers have lost
while paying all of Hyatt's and
Hallmark's legal expenses, Mr.
Campbell said.

Mr. Campbell expects that
American, in turn, will deny any
obligation to pay defense costs and
move that payment of the costs be
turned over to Columbia Casualty,
the next excess insurer on the
Hyatt line after the Baccala &
Shoop group. !

James Benjamin, an attorney for
American, would not comment on
the proceedings other than to say
that he expects a “series” of cross-
claims to be filed.

Consideration by the court of the
Northbrook and Hyatt claims will
probably by put off until all the
other claims are in, the lawyers
say.
“It would make no sense to pro-
ceed alone on the Northbrook
claim,” Mr. Patterson said. “It’s
better to take them all as a piece.”

He added that the insurance liti-
gation probably won't proceed until
victims' damage claims are settled.
Lawyers hope to have these under-
lying claims resolved by Dec. 1.

“We have no idea until that's
done exactly how much the ex-
penses have been or what has been
paid in judgments and settlements,”
Mr. Patterson said. n

Daredevils’ lives, liability insured

Continued from page 2

Nicki Lauda. That plane is said to
be the fastest light commercial jet
in the air.

Mr. Sayer had been scheduled to
fly a privately owned Gnat jet air-
craft, similar to those flown by
Royal Air Force pilots, but he was
forced to switch to Mr. Lauda's
plane because of liability questions.

“Leo would have been sitting in
the ejection seat,” said a BBC
spokesman. “And because of this,
the owner wanted to be released
from all liability by Leo Sayer. But
because of all the complexity of his
estate, Leo felt he was not allowed
to sign any disclaimer.”

The BBC spokesman said that
the network had purchased about
$10 million pounds ($15 million) in
liability coverage on all the aircraft
used ir. the stunts.

Besides liability concerns, both
the pilots and the sponsors of the
stunts have taken careful safety
precautions.

“These stunts have been profes-
sionally done and safety is of the
utmost importance,” Mr. Boyce
said. “For example, I have just been
to ejector seat training.”

The ejector seats on the Hawker
jet aircraft that Mr. Boyce and Mr.
Ridgeway were to have piloted
were equipped with parachutes, so
the brokers could bail out in an
emergency and float safely to the

ground.

Each of the stuntmen wore fire-
protective flying suits, donned
“bone-dome” helmets equipped
with communication equipment
and was fitted with inflatable flota-
tion harnesses that were illumin-
ated “in case we came down in the
sea,” Mr. Boyce said.

In case something did go wrong,
all three of the men were covered
by life insurance policies bought
especially for the event.

Mr. Boyce and Mr. Ridgeway
were both insured by Lloyd's for
500,000 pounds ($750,000) for death
and personal accident. The cover-
age was brokered by their em-
ployer, Stewart Wrightson.

For a 125-pound ($187.50) pre-
mium, the policy would pay the full
amount in case of death, loss of
limbs, loss of sight or permanent
total disablement. The policies also
would pay $7,500 a week for up to
104 weeks in case either of the bro-
kers was temporarily totally disa-
bled as a result of the stunt, while it
would pay $1,875 a week for up to
104 weeks if they were partially
disabled.

About $3 million of life insurance
was purchased for Mr. Sayer
through Harvard Associates, a
London accounting firm, according
to a press aide to the rock star.
However, the underwriter of the
poliey could not be identified. =
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The Business Insurance stock index posted a
gain for the third consecutive week, rising 5.4
points to 272.1 during the five-day trading pe-
riod ending Sept. 20. The index had closed at
266.7 Sept. 13. Forty stocks closed up, 13
issues were unchanged and 11 closed down.
The biggest gains were reported by USLife
Corp., 12.7%; Zenith National Insurance Corp.,
10.9%; The St. Paul Cos. Inc., 8%; Washington
National Corp., 7.7%; and Bitco Corp., 6.5%.
The largest losses were posted by Jefterson
National Life Insurance Co., 3.3%; Optimum
Holding Corp., 1.9%; CNA Financial Corp., 1.8%;
USF&G Corp., 1.8%; and Farmers Group Inc.,
15%. The Bl index posted a 2% increase,
which matched exactly the gain posted by the
New York Stock Exchange composite over the
same period.

British Issues
1 Week

20 Sep Price P/E Div. Yisld High—Low
Companies pence pence % pencepence
Cammil Union 168 1680 1686 100 168— 164
Eagle Star 458 164 2429 53 458— 433
Genl Accident 425 110 2429 57 425— 418
Gdn Royal Exch 458 114 2726 6.1 458— 448
Phoenix 312 136 2500 80 312— 302
Royal 510 128 3786 74 510— 498
Sun Alliance 1213 139 6857 57 1213—200
Brokers
CE Heath 285 74 2107 74 300— 288
Hogg Robimson 1089 84 B85 79 11— 102
JH Minet 112 93 65 59 112— 107
Sedg Grp 201 101 1000 50 205— 201
StenhouseHidg 103 94 786 76 104— 108
Stew Wrightson 235 78 2043 87 238— 23%
Willis Faber 543 113 2500 46 547— 54
Source: Philip Olsen/Alan Clifton. Insurance Industry

Specialists Kitcat & Aitken Stockbrokers,

London

Tax issues alone not enough
to turn the underwriting cycle

By MYRON PICOULT

Special to Business Insurance

HIS MONTH'S episode in the continuing

saga of the commerrial property/casualty
insurance industry, entitled “‘Cycology’ vs.
Fundamentals,” focuses on some taxing
issues.

In reviewing commer-
cial insurers’ property
and casualty operations
on a stand-alone as well
as a consolidated basis,
we found that in almost
all instances tax credits
accounted for a greater
proportion of operating
earnings in the second’
quarter than in the first
quarter.

A study of a represen-
tative grouping of companies indicated that,
in the first quarter, tax credits appear to have
accounted for about 50% of the property/cas-
ualty earnings. By the end of the second
cg;uarter, this figure soared to approximately

5%.

Mr.' Picoult

On a consolidated basis, the comparable
numbers were 15% and 45%.

It should be noted that there was a very
wide variance among the insurers, with tax
credits accounting for as little as 3% of
operating earnings for some companies to as
much as 200% at others.

The latter figure obviously indicates that
pretax operating losses were posted and
“operating earnings” resulted only from the
use of tax credits.

And, from another perspective, it can be
said that the quality of the industry’s earn-
ings has clearly deteriorated.

Earlier this year, some industry observers
prognosticated that the inability of some cas-

Myron M. Picoult is senior vp and senior in-
surance analyst with Oppenheimer & Co. in
New York. He is the past president of the
Assn. of Insurance & Financial Analysts and
a member of the New York Society of Secu-
Tity Analysts. His column appears the fourth
Monday of every month.

ualty companies to shelter their under-
writing losses could be the catalyst that
would turn the proverbial underwriting
cycle.

_ Initially, the validity of the theory was
impinged by the Securities and Exchange
Commission’s decision to disallow Aetna Life
& Casualty Co.’s attempt to book a deferred
tax asset based on the use of tax loss carry-
forward income (BI, Feb. 21).

Once insurers have used up their carry-
backs, a situation most casualty insurers cur-
rently find themselves in, the next alterna-
tive is the use of deferred taxes. And, once an
insurance company'’s deferred tax liability is
exhausted, underwriting losses flow down to
the bottom line rather quickly.

The tax squeeze has several impacts on in-
surers’ operating results and perhaps on the
industry’s operating environment:

® While the use of deferred taxes aids
operating earnings, it has no impact on cash
flow. For instance, tax credits eannot be used
to pay dividends to shareholders or to pay
claims to policyholders.

® The shifting of investment portfolios to
generate taxable income penalizes current
shareholders. The aftertax yields on current
taxable instruments are below the returns
avzilable on investments in the tax-exempt
arena.

@ The sale of loss-reserve portfolios, such
as the $48.3 million medical malpractice rein-
surance transaction between Aetna and Fire-
man’s Fund Insurance Cos. earlier this year
to again generate taxable income, appears to
be tantamount to giving away future profits
(BI. May 9).

@ Property/casualty insurers that are affi-
liated with major non-life insurance entities
could be in a stronger position than their
brethren (who may run out of tax-sheltering
capabilities) by having the ability to shelter
more underwriting losses over an extended
period of time. These companies include
Fireman’'s Fund, which is owned by Ameri-
can Express Co.; Crum & Forster, which is
owned by Xerox Corp.; The Home Insurance
Co., which is owned by City Investing Corp.;
and Hartford Insurance Group, which is
owned by ITT Corp. L

Bl Industry Stock Report |

SEPT. 20, 1983

Insurance Cos.. Price %Chg. P/E $Div.
#etna Life & Cas Co NYSE 38.00 4.1 6.7 2.64%
American Bankers Ins Group 0T 12.50 -1.0 9.8 0.50
American Gen Ins Co NYSE  21.63 0.0 7.4 O0.80
Amgrican Indty Finl Corp {4} 12.75 1.4 12.2 1.12
American Intl Group Inc orc 70.25 4.1 11.8 D.44
American Natl Ins Co i oTC 19.25 2.0 8.0 0.84
American Sts Life Ins Co oTC 40.25 5.9 11.0 0.88
Aneco Reins Ltd oTe 3.50 0.0 116.7 0.00
Avemco Corp AMEX 23.25 =1.1 13.1 0.58
Banks lowa Inc oTC 49.00 1.0 17.9 1.52
Bitco Corp oTC 20.50 &5 8.9 1.33
Carolina Cas Ins Co oTc 9.25 0.0 0.0 D0.32
Chubbk Corp 0T 83.25 4.5 7.9 3.12
Combined Intl Corp NYSE 37.63 3.8 11.9 2.00
Continental Cerp NYSE 33.75 3.1 20.7 2.60
Crauford & Co aTte 17.50 1.4 13.1  D.60
Crown Life Ins Co oTC 112.00 1.8 7.3 3.10
Employers Cas Co ove 32.50 -0.8 6.6 1.20
Equifax Inc NYSE 33.50 0.4 14.2 1.40
Excelsior Ins Co oTc 19.75 0.0 10.3 0.00
Farmers Group Inc oTc 40.75 =1.5 10.3 1.36
Foremost Corp Amer oTC 32.00 0.5 14.8 0.83
Fremont Gen Corp orTc 17.00 =1.4 B80.6 0.48
Great West Life Assurn Co OTC  225.00 0.0 8.1 11.00
Hanover Ins Co oTc 60.50 2.5 7.5 0.88
Hartford Steam Boiler Insptn OTC 52.50 -0.9 &.2 3.00
Jefferson Natl Life Ins Co 0T 46.00 -3.3 13.7 0.76
Kemper Corp oTe 39.75 0.0 7.4 1.80
Lincoln Natl Corp Ind NYSE 58.75 4.0 9.3 3.00
Mission Ias Group Inc NYSE 29.25 3.5 10.9 1.00
Nationuide Corp Ohic atc 41.75 0.0 15.3 0.70
Northwestern Katl Life Ins oTc 35.50 0.7 23.5 1.50
Ohio Cas Corp oTe 49.50 3.1 9.1  2.52
Old Rep Intl Corp oT1C 3N.75 0.0 7.3 0.90
Orion Cap Corp NYSE  27.00 1.4 13.5 D.66
Preferred Risk Life Ins Co oTC 18.75 1.4 7.5 0.67
Provident Life & Acc Ins Co oTC 66.00 3.1 8.4 2.60
$t Paul Cos Inc aTc 62.50 B.0 7.2 2.80
SAFECO Corp aTc 53.13 1.4 10.9  2.40
Sri Corp {1} 19.25 2.7 7.2 0.56
Seibels Bruce Group Inc oTe 26.25 2.9 15.6 0.8
Statesman Group Inc erc 10.25 5.1 7.1 0.15
Tokio Marine § Fire Ins Co oTe 99.00 4.5 15.9 0.96

9/14/83 rHRU 9/20/83

*Record high/low since Jan. 1, 1983

SEPT. 20,1983  9/14/83 THRU 9/20/83

%Yid. High Low Vol (000) Price %Chg. P/E  $Div. 9%Yid, High Low Vol (000)
6.9  38.00 36.38 1,033.8 Travelers Corp NYSE 32.50 S.7 8.4 1.80 5.5  32.50 30.50 1,127.8
4.0 12.50 12.38  212.7  United Fire & Cas Co oTc 32,25 0.0 1.6 0.88 2.7 3225 32.25 0.2
3.7 21.63  21.50 423.8
6.3 17.75  17.50 5,9 United States Fid & Gty Co NYSE  55.00 -1.8 10.9 3.8¢ 7.0, 56.25 54.75  766.5
0.6  70.25 &7.50 430.5 United Svcs Life Ins Co oTC  22.50 1.1 6.5 1.00 4.4 2250 21.75 19.3
Uslife Corp NYSE  27.75 12.7 7.7 0,88 3.2 27.75* 24.50  245.4
4.4 19.25  18.88 $7.2  Washington Watl Corp NYSE 27.88 7.7 12.3 1.08 3.9  29.50 27.88  256.9
2.2 40.25% 38.00 1.6  lenith Natl Ins Corp OTC  17.75 109 12.7 0.0 3.4 17.75+ 15.75 7.0
0.0 3.50  3.50 1.7 = e
2.5 23,63 2313 41.9  INSURANCE COMPANIES NERAGE 9.7 3.8
3.0 49.00% 49.00 1.4
Agents/Brokers
g"g Zg';‘: 1:.22 3;'1 Alexander & Alexander Svcs NYSE 21.88 0.0 0.0 1.00 4.6 22,25 21.38 273.5
3 arote 0% ey [Gatuwin & Lyons inc oT¢  38.50 1.3 12.4 0.80 2.1 38,50 38.50 0.6
e'a 3829« 3500 1843 CGorraon & Black Corp NYSE  23.75 4.4 12.2 1,80 7.6 2413 23.00 145.7
27 3400 3325 2250 CrumpEH Cos Inc 0Tt  10.000 0.0 14,7 0.40 4.0 10.00 10.00 77
- > : " Emett & Chandler Cos Inc otc 10,75 ©0.0 0.0 0.00 0.0 10.75 10.75 2.1
g; ‘};'33 1];-23 z;g Hall Frank B & Co Inc NYSE  27.88 1.8 21.8 1.70 6.1  28.25 27.13 723
3'? 32‘5{3 32‘25 6.3 Integrated Res Inc AMEX 37.00 5.7 13.8 0.00 0.0 3r.00 35.88 183.3
4-2 33'50 33'00 53'5 Marsh B Mclennan Cos Inc NYSE 43.00 5.8 12.5 2.20 5.1 43.00 40.88 352.4
0.0 19.75 19.75 0.9 Poe B Assoc Inc oTC $.00 0.0 0.0 0.00 0.0 6.00  6.00 4.8
* - = 4 Reed Stenhouse Cos Ltd oTc 13.63 2.8 22.7 0.60 4.4 13,75 13.25 2.9
;:: ;;:ag 3 ;2:2; lgf:g AGENTS/BROKERS AVERAGE 20.2 3.7
2.8 17.38  17.00 86.1 _
4.9 225.00 225.00 0.0 Conglomerates/Holding Cos.
1.5  60.50 59.00 6.9
American Express(Fireman's Fd) NYSE 40.13 4.2 11.7 1.28 3.2 40.13  38.13 2,612.0
5.7 33.00 5150 1.0 pnderson Clayton(Rangee/PanMa) NYSE 27,88 4.2 15.9 1.32 4.7  27.88 26.50  47.7
1.7 45.00 44,00 2.3 Armco Inc NYSE 19.88 0.0 0.0 0.40 2.0 19.88 19.38  374.4
el i :gg: ;;;: Batcwin Utd Corp NYSE  5.00 =25.9 2.4 0.00 0.0  5.63  4.38% 2,481.3
. . . <1 CIGNA & NYSE  43.50 -1.1 6. i ARG 42.7 3
3.4 29.25 27.88  101.3 TR 2530 8,00 AR LD B30 WERTAS Sk
City Investing Co. (Home Ins.) NYSE 34.38 3.6 8.7 1.80 4.9 37.25 35.50 391.7
1.2 0.00 "DID MOY: TRADE CHA Finl Corp (CNAY MYSE 20,88 -1.8 7.2 0.00 0.0 21.00 20.88 23.6
4.2 35,50 35,38 32.4  control Data (Comml. Credit) MYSE 52.88 1.7 13.0 0.60 1.1  54.00 52.13  740.7
g-; g‘:;g ;‘:;i !gzz General Re Corp NYSE 63.50 2.6 13.2 1.28 2.0  63.75 60.7S  294.9
» % y A g T Z d i E 2 g A
Rl el Jo.. Gulf Utd corp NYSE  27.50 1.9 8.4 1.32 4.8 27.50 27.00 317.4
ITT (Hartford Group) NYSE 644,13 2.6 9.4 2,76 6.3 46,13 43,00 1,500.4
3.6 18,75  18.50 "“2 Cotimum Hldg Corp TC &.63 -1.9 21.4 0.00 0.0 6.75 6.63% 4.0
3.9 6;-‘;0 2’5‘83 4}03-? Ssars Roebuck & Co. (Allstate) NYSE 3£.75 4.0 12.4 1.52 3.9 38.75 36.00 2,679.1
4.5 62,50 . 3703 Jeledyne Inc tArgonaut) NYSE 16%.63 3.6 15,1 0.00 0.0 169.63 165.50  563.1
4.3 5313 5250 1 T Transamerica Carp
€9 185 R0 8t ccidental & Fred S. James) NYSE 26.00 3.2 9.6 1.56 5.6  28.00 26.63 8582
=2s== e
3.0 26,25 25.00  105.3  -gug) GMERATES/HOLDING COS.  AVE
1.5 1025 9.75 79.4 ERE Cus s i : & —
1.0 99.00 95.25 19.4 System design: Altman Information Syvstems

One other sinister thought is that if the
government increases tax rates for life insur-
ance companies—as we expect—without
changing consolidation or ownership time
frames, the sheltering of underwriting losses
will be further aided.

It has been speculated that some type of
shock—like a severe hurricane loss, a rash of
insolvencies, reserve deficiencies or tax
pressure—could be the catalyst that turns the
pricing cycle. Individually, we doubt that any
one of the above will be sufficient to reverse
the industry’s underwriting side to any
meaningful degree.

However, if several of these events occur
in concert, a shift in the market may be a
possibility.

The heat in the executive kitchens is ris-
ing as underwriting continues to deteriorate,

_ investment income continues to slide and the

quality of earnings ebbs. However, market-
share considerations still dominate the land-
scape.

Thus, the “cycology” of the current insur-
ance market may require more than just poor
fundamentals to right itself. .

Financial briefs

British brokers

Currency exchange gains helped at least
two of Britain's three largest independent in-
surance brokerages boost their profits in the
first half of 1983.

Sedgwick Group P.L.C., the largest Lon-
don broker, increased its pretax profits 21%
in the first half to 48.3 million pounds ($73.9
million). Sedgwick Chairman Neil Mills at-
tributed 6.5 million pounds ($9.75 million) of
the gain to the strength of the U.S. dollar
compared with the British pound.

Willis Faber P.L.C., the second-largest
British brokerage, boosted its pretax profits
36% to 23.2 million pounds ($35.5 million).
Chairman David Palmer said 3.5 million
pounds ($5.35 million) of the advance could

. be attributed to currency exchanges, while

another 1.2 million pounds ($1.84 million) of
Willis Faber’s additional profit was derived
through the acquisition of broker Carter,
Wilkes & Fane.

The third-largest British broker, Stewart
Wrightson Holdings P.L.C., reported a 10%
rise in pretax profits to 4.62 million pounds
($7.06 million).

However, Stewart Wrightson Chairman
David Rowland did not report how much of
the increase was due to currency fluctua-
tions.

USF&G

USF&G Corp. has declared a quarterly
dividend of 96 cents per share of common
stock, payable Oct. 31 to shareholders of rec-
ord Sept. 23.

Chubb

Chubb Corp. has declared a regular quar-

" terly dividend of 78 cents per share of com-

mon stock, payable Oct. 7 to shareholders of
record Sept. 23.

Alexander & Alexander

Alexander & Alexander Services Inc. has
declared a regular quarterly dividend of 25
cents per share of A&A’s common stock, pay-
able Nov. 30 to shareholders of record Nov. 2.

Nationale-Nederlanden

‘Pretax profits at Nationale-Nederlanden
N.V., the largest Netherlands insurer, in-
creased 5% to $107.7 million in the first half
of 1983. Net profits climbed 7.7% to $69.1 mil-
lion, while revenues increased 13.5% to $2.23
billion.

Nationale-Nederlanden's holdings in the
United States include Peerless Insurance Co.,
Life Insurance Co. of Georgia, Midwestern
United Life Insurance Co. and The Nether-
lands Insurance Co. =



How The Hartford helps reduce insurance costs.

“Ourleadership in Automation
puts you in control of
your insurance—and its cost.”

Don Frahm, President,
Property/Casualty
Operations, tells business
insurance buyers how
they can benefit from

The Hartford’s advanced
Automation capability.

Q. How does The Hartford’s
Automation capability help
brokers and agents meet my
business insurance needs
better?

A. It enables them to give
you faster, more responsive
service across the board.
Take quotes, for example.
Where a nonautomated
insurer might take a month or
more to get back to brokers
and agents with a proposal,
we can normally get quotes
out in days. That fast turn-
around lets you measure the
cost-effectiveness of differ-
ent levels of coverage in
actual dollar terms— and right up front.

It also gives you more time to make
informed decisions on the options open
to you, and to balance cost and coverage
considerations.

Q. When do you use computerized loss
control analysis? And how can it cut
insurance costs?

A. Computerized loss control analysis
comes into play when a company has
complex exposures and multiple claims.
By breaking out losses by location, time of
day, type of accident or injury, and so on,
our Loss Control specialists can detect
common denominators which help them
pinpoint accident causes. They can then
work up recommendations for eliminating
or reducing those losses.

In the case of a large New England
printing company, for example, computer
analysis showed a high percentage of
accidents and lifting injuries connected
with bindery operations. Guided by clues

contained in the analysis, our Loss Control
specialists did a Materials Handling Survey
of bundle size and weight, work flow pat-
terns, and the like, and made specific rec-
ommendations to improve the situation.
The same procedure was followed with
other types of accidents and injuries.

The results were dramatic. In the
7-month period following the implemen-
tation of the recommendations, incidents
were reduced by nearly 60% over the
corresponding 7-month period a year
earlier, and incurred claims costs dropped
by 94%. Naturally, improvements like that
can substantially lower future premiums.

Q. How can your automated Claims
capability increase my control and limit
my losses?

A. Let me first make clear that our auto-
mated Claims capability complements our
numan Claims capability. Remember,
many insurance companies rely almost
entirely on outside Claims services. At The

Hartford, we handle about
999% of our own claims with
our own staff of some 4,200
Claims personnel. We have
- more than 200 fully automated
field Claims offices in the U.S.
and Canada, and 52 regional
:| Claims offices.

Our human Claims capa-
bility assures you of fast, fair,
- and expert response to claims.
And our computer Claims
capability assures you of fast,
accurate Claims processing
and reporting. You know where
you stand at all times. And the
rapid resolution and payment
of claims can significantly re-
duce claim costs and thereby
improve your company’s cash
flow and profit picture.

Q. Are your computer-
enhanced Loss Control and

AN
o Claims services available on
- an unbundled basis?

! A. Yes—through our sub-

sidiary, Hartford Specialty. One
of their Claims services is a
unique on-line claim reporting system that
gives you current, up-to-date information
on claims and lets you break out claims
anytime in accordance with criteria you
select on the spot.

Q. How can my company take advan-
tage of The Hartford’s leadershipin
Automation?

A. Just contact a broker or f
independent agent who '...,...
represents The Hartford. ois—>
Don’t make a decision on any

business insurance without a quote
from The Hartford.
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Let us protect your world. THE HARTFORD

The Hartford Insurance Group, Hartford, Connecticu: 06115,



