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Lloyd’s
By LEN STRAZEWSKI
"MEMPHIS, Tenn.—This

-risk didn't go up in smoke,

but it still cost Michael C.
Shermer, Federal Express
Corp.’s vp of risk manage-
ment, almost $200.

Fed up with broker
Vince Catalli’s chain smok-
ing during a London dinner
meeting earlier this year,
Mr. Shermer bet Mr. Catalli
$200 he couldn't stay off
cigarettes for about six
months.

The bet was immediately
seconded by an unnamed
Lloyd’s of London lead
aviation underwriter who
turned the bet into a “lung
recovery policy” for $1,500
and offered it to other in-
surers on a Lloyd's under-
writing slip.

“After Vince’s 10th ciga-
rette in what seemed like
five minutes, we were
ready to threaten anything
to get him to stop,” Mr.
Shermer recalls.

The risk manager, how-
ever, decided that incentive
might be more effective
than violence in the long
run,

The informal policy,
“type BO1169, Lung Recov-
ery Insurance,” with
“C.0.U.G.H. wording”
made Mr. Catalli, an avia-
tion specialist and vp at
Alexander & Alexander
Ine, in New York, liable for
a $1,500 premium if he at-
tempted any form of
“smoking, chewing, inhal-
ing or injecting the fumes
or substance of tobacco or
any other smokable ma-
terial” for a period begin-
ning at notification of Mr.
Catalli (about Feb. 4) to
Aug. 4, 1982.

If Mr. Catalli were suc-
cessful in abstaining from
“the weed” as defined in
the policy, the un-
derwriters would pay him
$1,500.

Off-limits smoking ma-
terial included “cigarettes,
cigars, cheroots, cigarillos,
Continued on page 6
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Hearing set to reconsider

Hyatt class-action suit

KANSAS CITY, Mo.—U.S. District Judge
Scott O. Wright has set a hearing for Sept.
13 on whether he should revitalize class-ac-
tion proceedings in the Kansas City Hyatt
Regency Hotel skywalks collapse litigation
(BI, Aug. 16).

A U.S. Court of Appeals struck down
Judge Wright’s earlier certification of a

Continued on next page
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Precedent-setter?

Bankruptcy court faces unusual issues in Manville case

By STEPHEN TARNOFF
and BILL DENSMORE

NEW YORK—If Manville Corp.’s Chapter 11
petition is upheld, a New York bankruptcy court
will establish precedents for the resolving of
mass health -injury litigation as part of a com-
pany reorganization.

Manville, a Denver-based construction and
forest products company, is the second asbestos
manufacturer in a month to seek relief under the
Federal Bankruptcy Act from mounting ashestos
injury suits. UNR Industries Inc. of Chicago filed
a Chapter 11 petition in late July, and some ex-
pect more asbestos companies might follow.

The 16,500 asbestos lawsuits pending against
Manville—and the 32,000 additional ones it still
expects—will force Judge Burton R. Lifland to
rule on issues not normally dealt with in
bankruptey court.

First, the nature of the claims will be different.
Judge Lifland will be ruling not only on a sup-
plier’s or creditor’s claim invelving a debt owed
by Manville, but he also will have to decide how
much a person should be awarded for contract-
ing cancer or other disabling diseases because of
exposure to asbestos.

Secondly, the Manville reorganization plan
most likely will have to contain provisions for

Plaintiffs’ attorneys ask judge
to let lawsuits proceed

By STEPHEN TARNOFF

Plaintiffs’ attorneys are aggressively pursuing
a challenge of Manville Corp.’s petition for reor-
ganization.

Noting that Manville is one of the healthiest
companies ever to file for recrganization under
Chapter 11 of the Federal Bankrupicy Act, they
question whether the move is just a step to avoid
liability for asbestos injuries. And, they have
asked a bankruptcy judge in New York to lift a
stay on all asbestos litigation against Manville.

“It is a perversion of the bankruptcy act to
permit a highly solvent company to seek protec-
tion,” says plaintiffs’ attorney Thomas Hender-
son of the Pittsburgh law firm of Baskin &
Sears.

“It was such a drastic, radical legal maneuver
that most prudent boards would dismiss the pros-
pect out of hand.”

Mr. Henderson said the mood of plaintiffs’ at-'

torneys “probably is anger more than anything
else” that a company the size of Manville would
use the bankruptcy law to cause further delays
in payments to victims of asbestos disease.

It will be “not less than a year and could be
more than a couple of years” before Manville
comes out of reorganization if its petition is up-
held, Mr. Henderson added.

Another plaintiff’s attorney, who asked not to

dealing with future asbestos claims by people
who don’t yet realize that they have a long-latent
disease.

Third, Judge Lifland could be called on to re-
solve the current dispute among Manville and its
insurers over which is liable for asbestos claims,

These issues make it impossible to predict ex-
actly how the asbestos lawsuits against Manville
will be resolved.

Drawing conclusions on the impact of Man-
ville’'s Aug. 26 reorganization petition is further
hampered by other developments:

® A group of attorneys representing asbestos
victims already has filed to have Manville's reor-
ganization petition thrown out and the stay on
lawsuits against the company lifted. A hearing
on their request is scheduled for Sept. 29 (see
story below).

#® A Supreme Court ruling redefining the
types of cases bankruptcy judges can hear, which
is.due to take effect Oct. 4, could block any
bankruptcy court rulings on Manville's product
liability problems (see story, page 31).

One thing, however, is clear. The Bankruptey
Reform Act of 1978 prohibits the filing of any
new lawsuits or the trying of existing ones
against Manville as long as its Chapter 11 peti-
tion is pending before the U.S. Bankruptcy Court
for the Southern District of New York.

be identified, sug-
gests that Man-
ville contri-
buted to the
large litigation
costs by failing
to come up
with a mecha-
nism to negoti- L
ate and dispose of W\
claims. y

“They could have cut out a substantial part of
the defense costs,” the attorney said. He also said
Manville's insurers have added to the problem
by not paying on their policies while debating
who is liable for the claims.

In their move to dismiss the reorganization pe-
tition, the attorneys will stress that the petition
was not filed in good faith, Mr. Henderson said.
“The purpose is improper.”

If the challenge is successful, it would take the
cases out of the hands of the bankruptcy court
and place them back in state and federal trial
courts.

According to one bankruptey expert, the con-
cept of “good faith” is a broad eoncept that “gives
a good lawyer considerable room for arguing.”

Spokesmen for insurers said that even under
reorganization they most likely will pay out the
full limits of the Manville policies.

If its Chapter 11 petition is upheld, Manville
will have the advantage of having the 16,500 as-
bestos lawsuits currently pending against it con-
solidated in a single court before a single judge.
This procedure should be quicker than state or
federal court proceedings and will trim the over-
whelming legal costs of defending cases on an
individual basis.

But for Judge Lifland, the process could be
painstaking as he decides a number of compli-
cated and unique issues.

For example, he will have to decide how to
classify and compensate victims of different dis-
eases linked to asbestos.

Some suffer from asbestosis, an often non-
fatal, progressive scarring of the lung, while
others have developed lung cancer or mesothe-
lioma, which affects the lining of the lungs.
Continued on page 30
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However, they point out that they will have
more time to invest the premiums and plaintiffs
may not receive 100 cents on the dollar.

“I don’t see any effect on the amount of cover-
age or obligations of the carriers as a result of
Manville having filed for Chapter 11,” said
Floyd H. Knowlton, vp of The Travelers Insur-
ance Co. Indemnity and defense costs that will
be paid out probably won't change, he said.

With regard to the $5 billion in punitive dam-
ages Manville is seeking from some of its insur-
ers in California (see story, page 31), Mr. Knowl-
ton said he was “disappointed that Manville be-
lieves Travelers had not fulfilled its obligations
properly.

He noted that one day before Manville filed its
reorganization petition, Travelers filed a plan for
an interim solution that would have provided
payments to Manville from its insurers.

. Continued on page 32
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New Hyatt class rumored

Continued from previous page

class action, saying his decision violated the federal Anti-Injunction
Act by attempting to stop plaintiffs’ lawyers from trying their
claims in state court. Now Judge Wright has told lawyers he is
thinking about certifying a different type of class.

In a separate order Aug. 27, Judge Wright lifted an earlier ban on
disclosure of discovery documents by attorneys in the skywalks liti-
gation. But he declined to make the document depository estab-
lished for the case open to the public. Under his order, documents
must be obtained through a willing attorney.

In the Aug. 27 order, Judge Wright also ordered that original
transcripts of oral pre-trial depositions given by witnesses be filed
with the court, where they are public record.

Florida comp rates up 10%

TALLAHASSEE, Fla—Workers compensation rates for Florida
employers are rising an average of 10% following the Aug. 31 ap-
proval of a rate request filed by the National Council on Compensa-
tion Insurance.

The NCCI had sought a 24% increase, but Insurance Commis-
sioner Bill Gunter slashed that to what will average out to be a 10%
increase. The order stipulates that the rate increase cannot exceed
15% for any one class of business.

The hike, which took effect Sept. 1, the day after it was approved,
is conditional until the Insurance Department receives additional
data from the NCCL

Employers in Florida have experienced a 50% reduction in rates
since August 1979 when the state passed a wage-loss system of com-
pensating workers who are injured.

Utah studies competitive rating

SALT LAKE CITY—A commission of the Utah Insurance De-
partment, which is considering revising the insurance code, is look-
ing at the feasibility of competitive rating for workers compensation
insurance.

The 20-member Insurance Law Revision Commission is to evalu-
ate the entire Utah Insurance Code by January.

Braniff ordered to pay pensions

FORT WORTH—Braniff International Corp. must pay full bene-
fits this month to participants in its pension plans covering members
of the Machinists and Teamsters unions.

Judge John Flowers'’s ruling bars Braniff from.cutting pension
benefits by as much as 40%. Braniff wanted to cut benefits to con-
serve assets in the two underfunded plans.

Braniff told the federal Pension Benefit Guaranty Corp. on Aug.
20 that it wants to terminate the Machinists’ and Teamsters’ plans as
well as two plans covering the airline’s former pilots and manage-
ment employees (BI, Aug. 30).

Braniff has requested that the termination be retroactive to May
12, the day Braniff ceased operations and filed for protection from
creditors under federal bankruptcy laws. Judge Flowers is expected
to hold a hearing on Braniff's proposed termination date later this
month.

Money broker sues failed bank

OKLAHOMA CITY, Okla.—MGIC Indemnity Corp., which wrote
a $5 million directors and officers liability policy for the collapsed
Penn Square Bank, may have to respond to a suit filed Aug. 26
naming the bank, its officers and directors and its auditor.

The suit was filed in U.S. District Court by Professional Assets
Management Inc., a Del Mar, Calif.,-based money broker which says
it placed millions of dollars of its customers’ funds in the bank be-
fore it was taken over July 5 by the government, It says it has lost
$340,000 in commissions since the collapse because customers have
shunned it and seeks $200 million in punitive damages.

Florida malpractice assessment

TALLAHASSEE, Fla.—Thousands of Florida doctors and hospi-
tals that belonged to a state-chartered medical malpractice excess
liability pool in 1977 and 1980 could have to pay a special assessment
of least $11 million because initial rates were too low, (BI, April 12).

Under a proposal by the Florida Patient’'s Compensation Fund, a
doctor who belonged to the fund in 1977 could have to pay a special
assessment of $500, while the assessment for hospitals could be $20
per bed. Individual assessments for the 1980 fund year will be deter-
mined later this week. Florida hospitals are fighting similiar assess-
ments for 1978 and 1979 (BI, April 12).
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N&W workers were awarded $58 million for injuries they claimed after cleaning up the chemical spill.

Railroad suing

other firms

to recover $58 million award

By EILEEN NORRIS

ROANOKE, Va.—Norfolk & Western Railway Co.
not only is appealing the award of $58 million to work-
ers claiming injury from a 1979 chemical spill, but is
trying another track of recovery as well.

A trial is expected to begin in mid-November in an
N&W lawsuit against the producer of the chemical that
spilled from the ruptured tank car and the companies
that manufactured the train car and a coupler device
that allegedly broke. The suit charges they sold the
N&W defective equipment.

On Aug. 25, a Madison County Circuit Court jury in
Edwardsville, 111, ended a four-month trial by award-
ing $58 million to 47 railroad workers who said they
were injured when they were forced to clean up, with-
out proper protective clothing, the spill after the N&W
train derailed in Sturgeon, Mo.

The leaking chemical contained dioxin, a known car-
cinogen, they said.

In its subsequent product liability suit, N&W seeks to
have Monsanto Co., General American Transportation
Corp. and Dresser Industries pay “any sum the railway
may be required to pay” stemming from the the Jan. 10,
1979, derailment and cleanup.

Monsanto manufactured the chemical, General
American built the train car and Dresser made the
coupler.

Meanwhile, N&W is facing more lawsuits itself.

At least 10 suits are pending from wives of railroad
workers who contend they were contaminated from
the clothing worn home by their husbands the day of
the tank car spill.

According to several sources, N&W has liability in-
surance through the London market. However, a rail-

Continued on page 34

A&A to transfer $35 million to Howden

By LEN STRAZEWSKI
and STACY SHAPIRO

LONDON—Alexander & Alexander Services Inc.
must draw $35 million from internal resources to bail
out a British insurer owned by subsidiary Alexander
Howden Group Ltd., the company announced last
week.

Although a recent fair-value audit of Howden re-
vealed both unreported assets and liabilities in Sphere
Drake Insurance Co., A&A has now discovered that
much of the assets, the value of which were not dis-
closed, are either not recoverable or not as valuable as
estimated last month (BI, Aug. 23).

Moreover, according to an A&A announcement last
week and a similar statement filed with the U.S. Se-
curities and Exchange Commission, four former How-
den officers or directors “owned or controlled on an
undisclosed basis” companies with which Howden had
negotiated the reinsurance contracts that created the
additional liabilities discovered in the audit.

Nuclear utilities
requiring cover

By STEVE TARAVELLA

WASHINGTON—Electric utilities that operate nu-
clear power plants say government regulation of prop-
erty insurance for reactors is not necessary.

The Nuclear Regulatory Commission earlier this
summer issued an interim rule requiring licensees to
purchase on-site property damage insurance to the
maximum limit available to cover decontamination
costs and other expenses arising from an accident.

The NRC will accept comment on the rule until Sept.
22 when it will decide whether to alter the require-
ments (BI, March 29).

The regulation was triggered by a study conducted
by Dr. John Long, an insurance consultant to the NRC
and a professor at Indiana University. The study said
the current market does not provide enough insurance
to cover losses that might result from an accident like
the one that occurred at the Three Mile Island plant in
Pennsylvania. It concluded the NRC should require
utilities to buy the maximum coverage available to

A&A would not reveal the names of the former
Howden executives involved in the reinsurance trans-
actions. However, the company statement did note that
A&A Chairman John A. Bogardus has replaced Ken-
neth V. Grob as Howden chairman and A&A Treasurer
Ronald J. Berardi had replaced Alan J. Page as How-
den'’s chief financial officer.

A&A also would not comment on whether reinsur-
ance was purchased or accepted by Sphere Drake, al-
though one Lloyd’s underwriter told BI that Syndicate
No. 127, managed by Howden's chief underwriter Ian
Posgate, purchased reinsurance from Sphere Drake on
risks that included Lloyd's infamous computer leasing
policies.

After the audit revealed that reinsurance transac-
tions were one of Sphere Drake’s problems, “it was
concluded that steps should be taken to void these
transactions, recover funds expended by Howden and
to obtain other reinsurance,” A&A said.

This decision led to negotiations with the four How-

Continued on page 6

say NRC rule
not necessary

cushion the blow should another nuclear catastrophe
occur.

The new regulation requires nuclear plant operators
to have the maximum amount of primary insurance
offered by either the American Nuclear Insurers and
Mutual Atomic Energy Reinsurance Pool
(ANI/MAERP), which jointly insure nuclear risks, or
Nuclear Mutual Ltd. (NML). It also requires them to
purchase the maximum amount of excess coverage of-
fered by either ANI/MAERP and/or Nuclear Electric
Insurance Ltd. (NEIL).

Currently, the combined primary/excess property
coverage available to nuclear utilities is about $815 mil-
lion.

The NRC regulation also requires nuclear utilities to
report their level of coverage to the NRC on April 1,
1983, and each year thereafter.

Until the interim rule went into effect June 30, prop-
erty insurance coverage at nuclear reactors was not re-
gulated by the government.

Continued on page 27



By BETSY SHARKEY

PHILADELPHIA—Hospitals in the Philadelphia
area are using employer-sponsored child-care pro-
grams to get ahead in the highly competitive race to
recruit and retain health care professionals.

Many of the hospitals’ programs, which are used
to entice a largely female workforce, are in an early
stage of development, but several already have pro-
grams up and running.

The benefits offered by the hospitals range from
guaranteed spots at
nearby child-care cen-
ters to the establishment
of company centers,

A 1981 survey by the
Delaware Valley Hospi-
tal Council, which in-
cludes the Philadelphia
area, indicated that only
four of the 45 hospitals
responding to the survey
currently had child-care
programs. In recent .
months, however, a
growing number of hos-
pitals in the area imple-
mented child-care bene-
fits or are studying the

- feasibility of such pro-
grams.

Carole Rogin, execu-
tive director of the Na-
tional Assn. of Child
Care Management, pre- °
dicts that much of the
interest in employee
child-care programs will
be in the health care
professions.

“We've seen the most
activity among hospital
groups,” Ms, Rogin said. “With hospitals you are
dealing with shift work, which makes day-care dif-
ficult, and a workforce that tends to be mostly
women.”

For example, in September 1981 Fox Chase Can-
cer Center opened Creative Beginnings, which it
says was the first corporate day-care center in Phil-
adelphia.

Creative Beginnings is a cooperative project serv-
ing three medical facilities housed on Fox Chase’s 47
acre campus—the American Oncological Hospital,
the Institute for Cancer Research and Jeanes Hospi-
tal.

“We think it will help us in recruiting scientists
and nurses and in persuading women to return to
work after maternity leave,” said Mary Dixon, Fox
Chase’s personnel director. “We believe the center
makes for a stable and happy staff and is especially
important to working women.”

o

Photo: Lancaster General Hospital

The day-care program sponsored by Lancaster
General Hospital is one of the area’s oldest.

o~
Curing turnover

Pennsylvania hospitals use day care to entice staff

The child-care center is open five days each week
from 6:30 a.m. to 6:30 p.m. with fees ranging from
$23 to $79 a week depending on the employee’s in-
come and the child’s age.

“We are doing some expansion now and will be
doubling our size by January to take between 50 and
60 children,” said Annmarie Torres, the director of
the center. “We try to distribute the number of chil-
dren we accept evenly among the institutions.”

Fox Chase gave the program seed money and
continues to subsidize it.

“I think the ultimate
goal is for the center to
be about 50% subsidized
by the hospitals, but that
hasn’t been reached
yet,” Ms. Torres said.
“We have had an assess-
ment of the program
and the results were
very, very positive. It
found the center im-
proved job performance
(for employees using the
center) and made them
more comfortable in
their jobs.”

The center encourages
employees to spend their
lunchtime at the center
with their children. It
also provides a resource
library for parents.

Lankenau Hospital,
located in a Philadelphia
surburb, opened an on-
site child-care center
last February after two
years of planning. Chil-
dren’s Circle Preschool
has 26 children enrolled
and expects to reach its
capacity of 34 by October.

“The hospital gave us $35,000 to start the center,”
said Director Margie Coffey. “The employee does
pay on a sliding scale from $50 to $64 per week,
which covers salary for the center’s five employees.
And the hospital is subsidizing about 50% of the
operating budget.”

Lankenau's program is geared to retain its nurs-
ing and health-care staff, rather than to be used as a
recruiting tool.

“Since we're in the suburbs, we don’t have as
much of a problem due to location, But we do have a
lot of young nurses getting married and having fam-
ilies who we want to maintain on our staff” Ms.
Coffey said. “The process (of employer-sponsored
day care) has been slow in our area because we had
a lot of community-based day care. I think the
inner-city is going to be the more rapidly expanding

Continued on page 28
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New crash theory

targets guidelines

for flying in rain

NEW YORK—Plaintiffs’ attorneys and insurers for Pan American
World Airways Inc. are looking at a new theory on the hazards of flying in
extremely heavy rain in an attempt to place some liability on The Boeing
Co. for a July 9 plane crash near New Orleans.

The theory, which a government researcher says has been tentatively
demonstrated in a wind tunnel but may still prove invalid, would affect
how pilots are instructed to fly through a combination of sudden wind
shifts and heavy rain. And it could focus attention on what instructions
manufacturer Boeing gave for pilots flying its aircraft in such conditions,

In an effort to learn whether heavy rain could have played a role in the
July 9 Pan Am crash in which 154 people died, the National Transporta-
tion Safety Board plans to have a researcher testify about the Jjust-com-
pleted wind-tunnel tests at public hearings Sept. 14 in New Orleans.

The rain theory, involving flight at low altitudes and speeds, is already
being used in court by lawyers for a Jordanian airline to shift some liabil-
ity in a 1979 crash to Boeing,

That case involves Alia—The Royal Jordanian Airline Corp.—and the
crash of one of its Boeing 727s during a rainstorm on March 14, 1979, in
Qatar.

Experts hired by Alia’s lawyers argue that a computer model suggests
extremely heavy rain, like that encountered in some thunderstorms, can
“roughen” the surface of a plane’s wing, causing it to become less efficient
at providing lift.

A Boeing executive, from whom a deposition was taken in that litigation,
calls the theory “highly speculative.” But attorneys for plaintiffs in the
Pan Am crash in July say the theory, if found valid, could mean Boeing
has “real exposure” in the New Orleans accident, which occurred during a
thunderstorm.

Lawyers for crash victims say that ground witnesses recall a period of

Continued on page 33

Many risk management

benefit proposals may die

By JERRY GEISEL

WASHINGTON—Congress may pass legislation overhauling the federal
Longshoremen'’s and Harbor Workers Act this month, Washington observ-
ers say.

However, no final action is expected on legislation concerning product
liability, pensions, health insurance and mandatory retirement before
Congress goes home in early October.

Of the pending legislation affecting risk and employee benefit managers,
observers say only longshore reform legislation, S. 1182, has a better than
even chance of gaining approval,

“It has a better than 50-50 chance,” said Tom O'Day, government rela-
tions officer at the Alliance of American Insurers and chairman of the
Longshore Action Committee, an ad hoc coalition of 70 insurers and busi-
nesses that want the Longshore Act amended (BI, June 7).

Until recently, the chances that Congress would approve longshore re-
form seemed even better. In July, the Senate unanimously approved S.
1182, setting the stage for House approval.

But problems cropped up when labor groups last month objected to the
legislation during a House Education and Labor subcommittee hearing.

Continued on page 34

Benefit managers’ pay outpaces inflation: Study

By JAMES C. LAWSON

NEW YORK—The number of benefit managers
earning more than $50,000 annually has grown signifi-
antly in the last two years, a survey by Segal Associ-
ites shows.

Some 27% now are earning more than $50,000, while
n 1980 only 10% reported salaries in that range, the
hird biennial survey of benefit managers reveals.

The contrast with 1978 survey results is even more
iramatic: That year only 1.4% earned more than
550,000,

This year’s survey of Fortune 1,000 benefit managers
1ad a 17% response rate, mainly from benefit managers
it manufacturing firms, reports Segal Associates, a di-
rision of benefit consultant Martin E. Segal Co.

The average salary for the benefit managers sur-
reyed grew 22% to $45,000 from $37,000 in 1980 and 57%
rom the §28,700 average salary benefit managers re-
orted in 1978.

However, inflation ate some of those gains. The Con-
umer Price Index rose 24% between 1980 and 1982 and
9% between 1978 and 1980. But Segal Associates says
enefit managers’ salaries, plus bonuses and benefits,
utpaced the CPI those years, ‘

More than 62% of the respondents this year reported
alaries between $30,000 and $50,000. About the same
ercentage (60%) were in that salary bracket in 1980
vhile only 24% were in that salary range in 1978.

A breakdown of salary ranges shows more benefit
nanagers are now in the upper-earning levels.

For example, 20%, or one-fifth, of the respondents
this year reported salaries between $35,000 and $40,000,
a 3% increase over 1980. Fifteen percent, or 1% more
than in 1980, have salaries of $40,000 to $45,000.

Another 15% have salaries between $45,000 and
$50,000. In 1980, only 6% were in that bracket.

Twelve percent report salaries of $50,000 to $55,000,
compared with 4% in 1980, and 10% report salaries of
$55,000 to $60,000, compared with 2% in 1980.

This year’s survey shows 6% topping the $60,000 sal-
ary mark while only 2% hit that level in 1980. About 2%
reported salaries above $70,000 this year.

Also, the number of employee benefit managers on
the lower end of the salary scale is declining. For ex-
ample, 5% reported salaries between $20,000 and
$25,000 this year and another 5% reported salaries of
$25,000 to $30,000. In 1980, 9% were in the $20,000-to-
$25,000 range and 16% were in the $25,000-t0-$30,000
range. About 12% said their current salary is between
$30,000 and $35,000, while 23% were in that category in
1980.

While annual salaries have increased, the number of
benefit managers receiving annual bonuses dropped
slightly in the 1982 survey, possibly reflecting the
tighter corporate budgets forced by the recession. This
year, 53% of the benefit managers surveyed said they
received bonuses, down from 56% in the 1980 survey. In
1978, 36% of the surveyed benefit managers said they
received bonuses.

Of those reporting bonuses this year, more than half

Continued on page 14
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Washington Post institutes 401(k) plan

The Washington Post Co. is of-
fering a 401(k) salary reduction
plan for employees not covered by
bargaining agrezments.

The Washingzon Post Tax Defzr-
ral & Savings Plan, which began
July 1, allows employees to defer a
portion of their salaries toward re-
tirement. So far, 90% of the 350 eli-
gible employees are participating.

The program is open to all
union-exempt employees who have
worked a minimum of 1,000 hours
at The Washington Post within the
last 12 months.

Under the program, employses
can contribute up to 12%4% of tkeir
annual salaries, while the company
will match the first 2%4% of their
contributions. Employees receive
tax deferrals on the first 2%4% of
their contribuzions, the company
match and any accrued interest. A

[ benefit beat

)

portion of additional employee
contributions may also be tax-de-
ferred depending upon a yearly re-
view of the plan's participation and
average contribution rates.

Employees can invest their con-
tributions in a fixed-rate fund, an
equity fund or a combination of the
two funds. Employer contributions
can be irvested in these funds, the
Post’s stcck fund or a combination
of the funds.

The fixed-rate fund, adminis-
tered by Equitable Life Assurance
Society, currently pays about 13%.
It invests exclusively in domestic
money market instruments that
mature in 60 or fewer days.

The equity fund, administered

by the Vanguard Group’s Windsor
Fund, invests in long-range growth
company securities. The Post’s
stock fund invests in Washington
Post Co. common stock.

Employees may change their in-
vestment mix once each year. They
can change their contribution rate
twice a year, but three months
must elapse between changes. Con-
tributions may be suspended any-
time, but can only be renewed at
the beginning of a quarter after a
six-month waiting period.

Employees can withdraw non-
tax-deferred contributions once
every three months without pen-
alty. Tax-deferred contributions
can only be withdrawn in the case

of extreme hardship, termination
of service, death or retirement. The
company makes lump-sum pay-
ments when employees leave the
job, although retirees can take their
money in a lump sum, an annuity
or in fixed payouts for up to 15
years,

Upgraded benefits

Custodians, engineers and boiler
technicians at 14 Detroit office
complexes have won a new dental
plan as part of a three-year con-
tract that also calls for hospitaliza-
tion, life, short-term disability in-
surance and pension plan improve-
ments.

The 1,100 employees are mem-
bers of the Service Employes Inter-
national Union Local 79.

The new dental plan pays 50% of

MCAUTO ENTRY

COMPUTER SERVICES NEWS

Automated group claims reporting
hoosts productivity, attracts clients.

Gallagher Bassett:
MCAUTO system provides
a competitive adge.

The Gallagher Bassett Insurance
Services, Division of Arthur J. Gallagher
& Co., a national administrator of
self-insurance plans, “ound that the
MCAUTO group claims reporting
system (GCRS) does more than de-
crease paperwcrk; it's responsible
for attracting as many as four new
clients in a single morth.

‘According to Iobert Strom. vice-
president of field operations, the sys-
tem allows the compay’'s employee
banefits administration division to
o'fer better client service.

“Not only does GCRS pay claims,
it verifies eligibility, confirms cover-
ages, prints invcices, and produces
almost instantaneous caily and month
ead financial summaries. It signifi-
cantly improves our clients’ ability to
manage the costs of their benefit
plans’

Information contra! through
distributed processing.

0 at 5 S

The MCAUTC system, installed in
September, 1981, uses a powerful
minicomputer in the Gallagher Bassett
claims office, linked 10 a mainframe
in the MCAUTO telerrocessing net-
work.

A minicomputer, leased from
MCAUTO, controls the CRTs, line
printer, and local storage, allowing

P
£
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Robert Strom, Vice-President of field operations, Gallagher Bassett Insurance Services. .

complete control of all claims func-
tions. Information is instantly available
for screen editing and daily process-
ing before transmission to MCAUTO
for batch report processing. Reports
are printed in the claims office:

Claims output increased 30%.

MCAUTO GCRS handles all types
of heaith benefits including medical,
dental, orthodontia, vision care, pre-
scription medication, and weekly in-
demnity. At Gallagher Bassett, it has
substantially improved accuracy and
efficiency.

Strom states, “Before GCRS, our
monthly reports were released 35
days after close of business for the

" claim month. Now:reports are ready
for distribution by the third working -

day. Daily. claims output is up 30%.

An allerpative fqr large
companies: On-line
claims processing.

MCAUTO also offers a group
claims process system (GCPS) that
puts large insurance companies in
direct contact with their own or
MCAUTO computers. GCPS instantly
verifies claimant eligibility and pro-

vider identification, calculates bene-
fits according to user-controlled
schedules, checks policy limits and
deductible provisions, and adminis-
ters coordination of benefits.

For more information, call (314)
232-8021. Or just mail the coupon.

W. R. Vickroy, MCAUTO, Dept. KK-500
Box 516, St. Louis, MO 63166

[ Please send me information on MCAUTO
Insurance Systems.

[ Have your representative phone
me for an appointment.

Title

Address

Citv

Phone

MCAUTO

MCDORNELL DOUGLAS
Setting the standard in computer services 1
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all of dental claims up to an annual
maximum of $800. The plan covers
diagnostic, preventive, restorative,
prosthetic and orthodontic services
for employees and dependents.

Employees pay no. deductible,
nor make premium contributions,
explains Dan Vorkapich, assistant
to the union’s president. The plan is
underwritten by Blue Cross/Blue
Shield of Michigan.

Life insurance coverage was in-
creased to $9,000 from the previous
$8,000. Short-term disability cover-
age was boosted to $90 per week for
13 weeks from the previous $80 per
week up to a maximum 13.weeks.

Employees make no payroll de-
ductible contributions for either
the life or short-term disability
plans, which are underwritten by
Union Labor Life Insurance Co.

Hospitalization coverage has
been boosted to 365 days from the
previous maximum of 120 days per
year. The plan pays 100% of hospi-
talization charges for a semiprivate
room. The plan is underwritten by
Blue Cross/Blue Shield of Michi-
gan. Employees pay no deductible
or premium payments.

Employer pension contributions
have been increased to 25 cents per
employee hour from 20 cents per
employee hour. The pension fund
is administered by the union in
Washington.

Altough some of the workers
their new benefits in the spring,
others just recently agreed on the
pact. Although the old contract ex-
pired last November, the union had
to settle with each office complex
rather than sign a single contract.

Some of the employers include
the Renaissance Center, the Na-
tional Bank of Detroit, Detroit
Bank & Trust Co., City National
Bank of Detroit, First Federal Sav-
ings & Loan, Edison Plaza and the
Ford and Lafayette buildings.

Medicare cost

Federal workers, who often re-
ceive Medicare benefits when they
retire, are going to have to start
paying for coverage.

Under the revenue bill passed by
Congress last month, federal work-
ers next year will have to pay 1.3%
of salary for Medicare coverage.

Currently, many federal workers
qualify for Medicare coverage be-
cause of their employment in pri-
vate industry before or after they
joined the government.

In a separate piece of legisla-
tion,Congress also trimmed pension
benefit increases for millions of
federal and military retirees.

Retirees under 62 will now re-
ceive only half of the projected
cost-of-living increase that will be
added to the pension benefits of
older retirees.

For example, if the increase in
the Consumer Price Index exceeds
congressional projections, which
are 6.6% for 1983, 7.2% for 1984 and
6.6% for 1985, retirees under age 62
will get half the projection, plus the
difference between the projection
and the actual increase.

For example, if the CPI increases
9% in 1983 instead of the projected
6.6%, retirees under 62 will get re-
ceive a 3.3% increase plus a 2.4%
hike. While they would receive ¢
5.7% benfit increase, retirees over
62 would get the full 9%.

In addition, cost-of-living in.
creases will be added to federal anc
military pensions every 13 month:
during the next three years. Ad
justments now are made every 1
months. Benefits will be increasec
April 1983, May 1984 and Jun:
1985.

°

Made any benefit changes? Writ
James Lawson, Associate Editor
Business Insurance, 220 E. 42nd St
New York, N.Y. 10017; 212-210-0143.



Unauthorized Computer Access.

Shand, Morahan helps you get
a lock on another new coverage.

Every insurance client who uses compu-
ters is a prospect.

Today, unauthorized computer access is
a serious problem. News stories every day
confirmit: computer data thieves, industrial
spies, even youthful pranksters, can gain
access to ultra-confidential computer pro-
grams and data banks. And this electronic
intrusion can be extremely costly—consider
the expense involved if the computer
system is shut down, funds or inventory
are transferred illegally, records are
destroyed, or confidential information is
released.

Allit takesis a compatible terminal and
a telephone. And financial institutions are
just one of many targets. Corporations,
universities and others are potential marks
for electronic-age mayhem or malicious
intrusion via telephone lines, satillite trans-
missions or microwave interception, among
others. That’s why, in addition to EDP
E&O, Blanket Bond, EDP Property, ete.—
organizations who use or provide computer
services need to be insured against
“electronic interlopers.”

But, as expected, Shand, Morahan has
the solution: a policy designed as a natural
complement to existing coverages to pro-
tect against the financial consequences of
“unauthorized computer access.” This new
policy provides both first party protection
and third party liability, and can be custom-
tailored to your client’s specific needs. It
protects your client not only against fraud-
ulent access to the computer system, but
against mischievous or accidental access
as well,

For complete information on this flexible
new coverage, contact:

-l. Shand, Morahan
EDEE & Company, Inc.

One American Plaza, Evanston IL 60201
312/866-2800, Telex 72-4328
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—(editorial opinions

Manville’s only choice?

S IT CREATIVE management or a shirking of re-

sponsibilities?

A sincere last-ditch effort to survive or merely a
flashy public relations stunt?

A step toward solving a growing problem or a move
that will only confuse the issues more?

Depending on what side you're coming from, you
can feel either sympathy or anger after Manville Corp.,
which has a healthy balance sheet, threw up its arms in
desperation over the potential $2 billion in asbestos in-
jury awards facing it and left the claims on the steps of
bankruptcy court.

It appears at this early stage of its Chapter 11 pro-
ceedings that Manville can only gain from the move.
The petition immediately stays all asbestos injury liti-
gation—16,500 suits—against it, giving it time to catch
its breath and use its resources for more than legal fees.

It also offers Manville the golden chance, as the
stories in this issue point out, that the bankruptcy judge
will rule in one action on all current and future as-
bestos suits against the company, permanently lifting
the cloud of asbestos losses.

It also might provide it with more time and punch to
solve—to its advantage—its current disputes with its
liability insurers, which are holding up insurance pay-
ments for asbestos injury settlements and awards.

If, as some say, Manville and other asbestos manufac-
turers had no way of knowing 20 or 30 years ago about
the dangers of asbestos fiber inhalation, maybe they do
deserve sympathy and an out.

But what about the other asbestos manufacturers

~ that were co-defendents in lawsuits with Manville be-

fore all litigation against it was stayed? If those suits
move ahead with Manville’s participation, will the

other defendants and their insurers have to pay out
more to make up for Manville’s share?

What about the worker who is seriously disabled due
to his exposure to asbestos? If all the asbestos claimants
are lumped together in bankruptcy court to share Man-
ville assets with all its other creditors, will they be
compensated as fairly as they might have been after
pursuing a damage suit in state or federal court?

What about Manville’s other creditors and suppliers,
which may not be reimbursed totally in bankruptcy
court for debts Manville owes them? If they have to
share assets with asbestos victims, they will in fact be
paying unfairly for injuries they certainly didn’t cause.

At this point, there is no black-and-white, right-or-
wrong judgment on the ethics of Manville’s move. But
one thing is all too clear: it would not have had to take
such a drastic step if the tort system were up to han-
dling mass litigation of health injury claims.

Granted, asbestos and other long-latent injury cases
present complex issues for the tort system, but there is
no sign of movement toward finding a way to handle
them. In fact, from plaintiffs’ and defendants’ points of
view, the system is more troubled than ever.

And Congress says it could be several years before it
can react to the request from the asbestos industry for a
federal solution to the asbestos injury problem, and it
won't commit the federal government yet to sharing
the cost of compensation.

With no solution in sight, did Manville have a lot of
other choices?

Maybe when you are being smothered by lawsuits
and legal fees and are caught in the debris of a court
system that is crumbling, you have to scream a little

(__letters

louder to be heard.

Self-funding’s
not a cure-all

To the editor: A Benefit Beat item in
the Aug. 9 edition of Business Insurance
said Cooper Biomedical Inc. had saved
60% by self-funding its dental plan. This
was in the face of a 65% increase sought
by the previous insurer.

1 don't deny the fact that the company
saved money, although I cannot believe
that the savings experienced was due
purely to a self-funding arrangement.
There must have been additional factors
that caused such a dramatic savings. With
the percentages quoted, it leads me to be-
lieve that the major savings was a cash
savings and not a savings on an accrual
basis. If the company were to recognize all
incurred but unreported claims for which
they have a liability to pay, there may not
have been a savings, or it may have been
drastically reduced.

Cost savings could also be due to a
change in benefits or benefit design, or
claims administration programs like coor-
dination of benefits, peer review, etc.

I feel it is very misleading to highlight
self-funding as a cure-all to the increased
cost of employee benefit programs. This
tends to get companies, which are inex-
perienced in insurance theory, all worked
up with the idea that they can magically
save money by self-insuring. There is no
magic from self-insurance and to promote
it as such does neither the company nor
the insurance industry any justice.

Stephen F. Albers

Vp-marketing

Pierce County Medical Bureau Inc.
Tacoma, Wash.

8 William Camp, director of marketing
for Health Corp. of America, which
designed and is administering Cooper Bio-
medical’s self-funded dental plan, says the

60% savings is the difference between the
renewal premium quoted and the pro-
jected cost of self-funding the dental plan.
Cooper previously paid out far more in
premiums than it had in claims, he said.

Who can be trusted?

To the editor: As a result of the recent
Pan Am 727 crash in Kenner, La., (BI,
July 19) we dug out a Riskwatch article
that appeared in the Jan. 7, 1980, issue of
Business Insurance. The article quoted an
aircraft expert who said the May 1979
DC-10 crash in Chicago occurred because
one failure wiped out both primary and
secondary safety systems. Had the design
of the systems been correct, the 273 pas-
sengers on that airliner would have been
saved, no doubt. We wonder if that flaw
has been corrected. ‘

This recent crash in Kenner was a fail-
ure to show practical commmon sense.
When it came down to using common
sense, the pilot failed the public. Don’t we
need a complete revision of who is eligi-
ble to be entrusted? Pilots can’t be trusted,
and there should be a higher authority to
overrule their authority. An experienced
pilot tells us that if the plane had re-
mained on the ground 10 minutes longer,
the crash would not have happened.

John Singreen
Singreen Agency
New Orleans

Strength in numbers

To the editor: I should like to second the
comments of Kenneth Bush, risk and in-
surance manager for Kent County, Michi-
gan (BI, Aug. 16). I too reviewed the pro-
posed comprehensive general liability
form and admittedly, since we are self-in-
sured, found little to disturb me deeply.
That is, until I read Mr. Bush'’s letter and
then realized that this form would be
forced on to smaller risks, be they public
or private.

There is certainly nothing in this pro-
posed form that bears much good for the
small and medium-sized risk. In fact, I
can see where this will push more and
more of them into liability pools where
having found strength in numbers they
can practice the risk management that
Peter Mehlhorn (BI Aug. 2) seems to feel

is anathema.
: Robert F. Healey
Risk manager
City of Duluth
Duluth, Minn.

Business Insurance welcomes letters from its
readers. Please keep your comments as brief
as possible. We reserve the right to edit let-
ters for clarity or space. Send your com-
‘ments to Letters to the Editor, Business In-
surance, 740 N. Rush St., Chicago, Ill. 60611.

—( action line )-

Action Line: Would you please fur-
nish us with more information as to
what legislation has been passed in
New York regarding cost contain-
ment?

Warren G. Aaronson
W.G. Aaronson Inc.
Massapequa, N.Y.

Mr. Aaronson: The Aug. 30 issue of
Business Insurance featured an article
that explained the potential effects of a
recently passed New York law that would
require hospitals to operate within preset
budgets and to charge more equitable
rates to all third-party payers, including
Medicare, Medicaid and Blue Cross. The
story also referred to a similar bill re-
cently passed in Massachusetts and an ex-
isting law in Maryland.

L]
Have a question regarding insurance or your
profession? Write Action Line, Business In-
surance, 740 N. Rush St., Chicego, Ill. 60611.
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SOME THINGS
_ARE BEST LEFT

' What NATLSCO Can Do For You

Our slogan- says it best: Some Thlngs Are Best Left to the Experls
We provide claims management, loss con’rrol services, and
-PERSONAL COMMUNICATIONS. '

~'We listen to you, and we respond—wnh in-depth loss runs
.and technical repors—and also with person-fo-person contact
to make sure you get what you need.

- Person-to-person is part of our business philosophy. Il‘s as
important as the-management and technical expertise we
‘provide. And that's what we can provide for you—expert
service and open communications that will make your
program work. To NATLSCO, they are mseparob!e To you

e hihey are invaluable.

For more information, call Fred Minchk, Vice Presnden’r
Risk Mcncgement Serv:ces |

Call Toll Free:
800-323-9585. In IIImms (312) 540-2010.

ﬂ NaTLsco

Natlonal Loss Control Service Corporation
.Long Grove, lllinois 60049
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" Quality
Medical Care

Effective Health
Care Cost Containment

A Delicate Balance.

Health Care
Cost Containment Seminar
November 7-10, 1982
Hollywood, Florida .

Discuss new strat2gies to implement cost containment programs, alte-native health care
systams; d alogue between health care providars anc insure s and e mployee heélth plar
Sponsors.

Foar more information call or write:

International Foandation of Employze Benelit 2lans
Dept. BIPR, 18700 W. Bluemound Rd.

PO. Box 69, Breokfie'd. WI 53005

1414) 786-670C -

Nationwide establishes
new E/S underwriter

Nationwide Insurance of Co-
lumbus, Ohio, has formed Scotts-
dale Insurance Co. to underwrite
excess and surplus lines risks.

The new company, capitalized at
$10 million and incorporated in
Delaware, is headquartered in
Scottsdale, Ariz.

The company plans to do busi-
ness in most states as a non-admit-

ted insurer. However, Scottsdale -

will use another Nationwide sub-
sidiary, National Casualty Co. of
Southfield, Mich., for programs
that require an admitted company.

The specific coverages that
Scottsdale will underwrite have
not yet been determined, says Rob-
ert M. Culp, vp of Nationwide’s
property/casualty insurance subsi-
diaries and Scottsdale’s chairman.

-

"ﬂ%ere’s a “iord
or people

who always do
things too late.

- "For some people, procrastination is a

“~way of life. Unfortunately, it can also lead

- to heart disease and untimely death.

. Promising yourself that you'll diet

. torhorrow or start exercising next week

_‘could be the last promise you'll ever make.

-+ Asa leader in group life and health
‘plans, we at John Hancock know what it

- takes to help prevent heart disease and

: are doing everything we can to help.

* Because maintaining good health —rather

» thar trying to recover it following what
may have been a preventable illness—
makes good sense.

" That’s why we're offering you a free copy
of Boston University’s “Heart Risk Book.”

We've already distributed thousands of

these books to people in every area of the
health care industry. It’s all part of John
Hancock’s commitment to “wellness,” a
continuing national effort to reduce health
care costs through good health habits.

- If you want some practical information
on kow to lessen your risk of heart disease,

and join the battle against rising health

" care costs, send

* for your free copy

today. Because it’s f

never too late to

start getting

healthier.

I
I
I
I
|
I
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Please send me a complimenrary copy of the
“Heart Risk Book,” plus information about how |
can get additional copies for my company (fill out
the coupon or simply attach your business card).

Mail to: John Hancock, /o “Heart Risk Book,”
T-54, PO. Box 111, Boston, MA 02117

Rolland L. Wiegers, former presi-
dent of Great Southwest Fire In-
surance Co., is the new company's
president.

Mr. Culp said that Nationwide
established the new excess/surplus
insurer to grow into additional: re-
gions and product lines, to provide
relative freedom from rate and
form regulation of non-standard
coverages and to prepare for the
end of the competitive insurance
market.

Operations split

Zurich-American Insurance Cos.
has split its New York City opera-
tion into two separate units.

The company's branch office at
156 William St. will now handle
standard lines business exclusively,
A new office at 44 Wall St. will
handle special risk coverages.

Offices closed

George F. Brown & Sons Inc,, the
excess/surplus brokerage subsidi-
ary of Interstate National Corp.,
has announced it will close its
branch offices in Detroit, Minneap-
olis, New Orleans, New York and
Seattle.

Clients served by the Detroit and
Minneapolis offices will be served
by the Chicago office. Clients
served by the New Orleans office
will now be served by the Houston
branch, while clients of the Seattle
branch will be served by the San
Francisco office.

New York clients will be served
by the Parsippany, N.J., brach of-
fice.

Colombian office

Bernardo Saiz de Castro & Cia
Ltda. is the new representative and
correspondent of Alexander &
Alexander Inc. in Colombia.

In addition to insurance bro-
kerage, Bernardo Saiz de Castro
offers risk management, asset valu-
ation and other financial services to
clients.

Acquisitions

McGriff & Seibels Inc., an in-
surance brokerage based in Bir-
mingham, Ala., has merged with
Molton, Allen & Williams Insur-
ance Corp., another brokerage.
The new company will be called
McGriff, Seibels & Williams Inc.
and will be based in Birmingham.

E.H. Crump Cos: Inc. has signed
a letter of intent to acquire Ramer,
McCann, Meadors & Cargile Inc.
in Little Rock, Ark.

Crump has also agreed in princi-
ple to acquire Hickman, Smith,
Brett & Fendley Ageney Inc. in
Baton Rouge, La., a transaction that
will not take effect until March

Name d Title
Company
e : New offices
City State Zip Stonewall Underwriters Ine.
. Telephone has opened a new office in North-
lake Centre, 2318 Pylant Road,
Suite 160, Tucker Ga. 30084; 404-
934-0333. The office's mailing ad-
® dress is Box 450465, Atlanta, Ga.
companies 30345.
American International Un-
We can help you here and now. derwriters has opened a new of-

fice in the 540 Galaxy Building, 330
Second Ave. S., Minneapolis, Minn.
55401.

Consolidated Underwriters
Inc. of Houston is meving to new
offices at 650 E. North Belt. =

Not just hereafter.

I John Hancock Mutual Life Insurance Company, Boston, MA 02117
3 and affiliated companies.
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E'RE ADDING NEW OPTIONS
XIBLE FINANCING TO MEET YOUR

CASH FLOW NEEDS FOR THE FUTURE.

These days, maintaining a healthy cash flow is an increasingly important concern
So Blue Cross and Blue Shield Plans are now offering flexible arrangements to better
satisfy your risk management or cash flow objectives.

Today your options range from fully insured financing, which many companies still
prefer, to minimum premium agreements, and administrative services contracts. So when
you're looking for flexibility in financing, we can work out the opticns.

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

For more information on America’s leader in health care coverage, contact your
local Blue Cross and Blue Shield Plan.

AMERICA’S #1 GET WELL CARD.

=D Blue Cross.
Blue Shield.

2Registered Service Marks of the Blue Cross Association
*'Registered Service Marks of the Blue Shield Association
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Estee Lauder names Loggie risk manager
(" comings & goings: buyers )

Kathryn Loggie, 29, is the new
risk manager at Estee Lauder Inec.
in Melville, N.Y. She will adminis-
ter property/casualty insurance
programs. Ms. Loggie was formerly
insurance administrator at Witco
Chemical Corp. in New York and
corporate insurance assistant at
American Electric Power Services
Corp. in New York. She received a
bachelor of arts degree from The
College of Insurance in New York
and holds Associate in Risk Man-
agement and Chartered Property &
Casualty Underwriter designations.

She is currently studying at New
York University Law School. She
replaces William Hughes, now
with Johnson & Higgins, and re-
ports to James Griffin, vp of finan-
cial services.

* ® %

Raymond Lebert, 39, is the new
corporate risk manager for First
National Supermarkets Inc. in
Hartford, Conn. He has overall su-

pervision of the company’s risk
management and insurance
functions in the seven states in
which the company operates. Mr.
Lebert has been with the company
since 1979 and also served as corpo-
rate safety manager. He received a
bachelor’s degree from the Univer-
sity of New Haven in New Haven,
Conn., and the Associate in Risk
Management designation. He is a

deputy member of the Risk & In-
surance Management Society and
the American Society of Safety En-
gineers. Mr. Lebert replaces
Walter Butler, now with Marsh &
McLennan Cos. Ine. in Hartford,
Conn. Mr. Lebert reports to
Laurence Buxbaum, vp of legal af-
fairs.
® % ¥

James A. Schultz, 44, has been
named to the new position of
health benefits manager with The
Journal Co. in Milwaukee. Mr.
Schultz was formerly project direc-

IRI makes foreign insurance
as familiar as

It takes a special kind of
insurance company to clearly
explain the differences be-
tween foreign and domestic
insurance to producers and
insureds. A company that bas
insured qualified properties
since 1890 and currently
underwrites some 50,000
properties in over 60 coun-
tries. A company called IRI.

IRI knows that experience
and attention to detail are
essential when preparing and
servicing international insur-
ance programs. That’s why we
created the IRI Corporation.
This international organiza-
tion is staffed with mult-
lingual nationals who

currency,
business
practices,
and

domestic insurance.

engineering regulations. On-

the-spot field engineers provide

service from locations based

as geographically close as pos-

sible to insured properties.

IRI coordinates local (or
admitted) coverages o
with standard
American con-
tracts into a Mas-
ter Policy. This
simplifies paper-
work, plugs possible
gaps 1n coverage,
and permits proper
local policies to be issued in
those countries where re-
quired. In short, IRI can help
determine the right combina-

tion of local and U.S. insurance.

IRI monitors

at home.
Whether it’s
Peoria or
Paris, our

provides
you with

tractata

business situa-
tions abroad as
closely as ones

expertise

the best in-

surance con-

competitive

cost. We
carefully

EO——— details back
here so you can easily under-
stand everything that’s going
on over there. And through
the international affiliates of
our member companies, we
have access to any country
with a free enterprise system.

To find out more about how
IRI makes foreign insurance

as familiar as domestic insur-

ance, contact the nearest
IRI Production Manager.

Eastern Region, Chet Bladek

Hartford, CT

(203) 525-2601

Western Region, Dick Waugh
Chicago, IL

(312) 663-405¢C

Pacific Region, Ed Breedlove

San Francisco, CA

(415) 434-3356

plan all the

The more you know about IR, the more you know about

comin
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"

B o)

-
= T
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and industrial property insurance.

isk

NSUrers

Industrial

tor for the Health Insurance Assn.
of America/Milwaukee Project for
Voluntary -
Health Cost
Containment. |
He is also a for- |
mer vp of claims
administration |
with Blue
Cross/Blue
Shield of Wis-
consin, He re-
ceived a bache-
lor of science de-
gree in econom-
ics and labor relations from the
University of Wisconsin in Mil-
waukee. He is a member of the
Southeastern Wisconsin Health
Systems Agency and the Employer
Advisory Foundation for Medical
Care Evaluation. Mr. Schultz will
be responsible for the administra-
tion and development of health
benefit programs and will report to
Richard Williams, employee rela-
tions vp.

Mr. Schu

L3 B

Greg Jacobs, 32, has been named
director of risk management for the
city of Scottsdale, Ariz. He handles
the city’s workers compensation,
public liability and loss-prevention
programs and is its insurance advi-
sor. Mr. Jacobs was hired by the city
in 1978 as loss-control manager.
Prior to that, he worked in the
Phoenix, Ariz., office of the Ohio
Casualty division of West American
Insurance Cos. He received a bache-
lor of science degree in criminal jus-
tice administration from Long
Beach State University. He is a
member of the Arizona Claimsman
Assn. and the Arizona Society for
Industrial Engineers and is a deputy
member of the Public Risk & Insur-
ance Management Assn,, the Risk &
Insurance Management Society and
the National Safety Council. Mr.
Jacobs replaces James Loeb, who is
now employed by Maricopa County,
Ariz., and reports to City Treasurer
James Jenkins.

* & ®

Shirley Curry has been pro-
moted to director of compensation
and benefits for the TRW Industrial
& Energy division of TRW Corp. in
Cleveland. She has been with TRW
22 years, most recently as benefits
supervisor with TRW Systems &
Energy. In her new position, Ms.
Curry will oversee planning and
administration of the division’s ben-
efit and compensation programs.
She replaces Harvey Minkoff, now
manager of compensation and bene-
fits with TRW's aircraft compo-
nents group and reports to James C.
Hayes, vp of human relations for
TRW Industrial & Energy.

¥ % %

John Hillin, 39, was promoted to
manager of U.S. compensation at
Honeywell Inc. in Minneapolis. Mr.
Hillin was formerly manager of
U.S. direct compensation at Hon-
eywell. His new position includes
both compensation and benefit de-
sign responsibilities. He has been
with the company 14 years and also
held the manager of compensation
and benefits position for Hon-
eywell’s Large Information Sys-
tems division in Phoenix, Ariz. Mr.
Hillin received a bachelor of arts
degree in English at St.-Bonaven-
ture University in New York and a
master of business administration
degree from Arizona State Univer-
sity in Tempe. Mr. Hillin replaces
Gus Lemesis, now director of
compensation and benefits with
United Airlines Inc. in Chicago,
and reports to Dan Lesh, Hon-
eywell’s manager of compensation
and benefits.

We'd like to report on steff changes in
your risk management or benefits de-
partment. Contact Sallie Drury, Busi-
ness Insurance, 740 N. Rush St., Chi-
cago, Il 60611; 312-649-5398.
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Benefit managers report higher salaries

Continued from page 3

said their bonus represented 10% to
20% of their salary. About 22% said
their bonus equals 20% to 30% of
salary while about 4% get bonuses
matching 30% to 40% of their sa-
laries. Only a little more than 2%
said their bonuses exceeded 40% of
salary.

On the opposite end of the scale,
about 18% said their bonuses ware
less than 10% of salary.

To earn their higher salaries,
benefit managers are working
harder, the survey indicates.

Eighty-three percent of the respon-
dents said their duties had ex-
panded since 1980, increasing their
workload by a third. And, 58% said
their responsibility had expanded.

For example, 64% of the sur-
veyed benefit managers said they
now have responsibility for an an-
nual budget, while only 61% had
this responsibility in 1980 and 62%
in 1978.

Benefit managers' budgets have
increased 26% in size since 1980.
More than 50% of the budgets is
spent for internal staff, 18% for ex-

ternal consulting services and 32%
for miscellaneous costs, printing
and communications and travel.

Thne benefit managers also are
more responsible for h:ring staff
members, the survey shows. Cur-
rently, 65% have the authority to
hire professionals, compared with
64% in 1980 and 51% in 1978.

On the average, benelfit manag-
ers head departments with about 13
employees. Some 9.6 staff members
(including clerical employees) are
full-time, 3.1 are professionals and
executives and 0.2 are part-time.

The greater demands placed on
employee benefit managers does
not seem to turn them off. More
than two-thirds said they wish to
remain in the employee benefits
field for at least five more years,
and more than 6(% said the future
of their field in general is very
bright.

Only 12% of the responding ben-
efit managers said they would pre-
fer different careers, compared
with 21% in 198). Of this group,
most said they were interested in
the closely allied fields of perscn-

Risk. There is no substitute for knowledge.

P - _7_ _ _';,-.-

You can't get intelligent risk management solutions without asking intelligent
questions. That's how we feel. So we offer our clients a unique perspective of
the risks they face. Utilizing the kind of technological and human resources
that you'd expect from us, one of the world’s largest insurance brokers.

It’s this full-service approach to business insurance that has served our
clients successfully for over 75 years. Wherever in the world they do business.
So, contact us. We'll give you the answers, not excuses.

&

CORROON & BLACK

Putting insurance risks into perspective.
Wall Street Plaza, New York. N.Y. 10005 * 212-363-4100

nel, employee relations and com-
pensation. Only 1.8% wanted ca-
reers in unrelated areas, like mar-
keting and finance.

The employee benefits field ap-
pears to be for the middle-aged,
married man who has a college de-
gree in business, according to the
survey, but more women are enter-
ing the field.

In 1980, there were 5.5 male ben-
efit managers for every female,
while today that ratio has dropped
tc 4.6 male benefit managers for
every female.

The survey showed the average
age of benefit managers is 42.2
years, but nearly 42% of the survey
respondents are in their 30s.

An overwhelming majority of
the benefit managers—87%—said
they are college graduates. While
58% of them hold a business-related
m.ajor, 36% of them hold degrees in
the humanities, English or social
sciences.

Two-thirds of the college gradu-
aes came from large universities,
most of which are Eastern schools.
But only 4.6% graduated from Ivy
League schools. Another 3% are
g-aduates of foreign colleges.

Most of the survey respondents
d=pend on outside seminars to keep
them abreast of their field. Seventy

ercent said they have attended
oatside seminars since assuming
their present position. A little more
than 19% said they received add:-
tional training through in-company
programs and 14% said they contin-
ued their education in the benefit
f:eld at an accredited school.

The survey respondents mainly
work for companies whose annual
sales average $1.22 billion and that
employ workforces averaging
about 17,000 employees, but rang-
ing as high as 200,000 employees.

]

Copies of the 1982, 1980 and 1978
surveys are available from Jack J.
Friedman, Director of Information
Services, Segal Associates, 730 Fifth
Ave., New York, N.Y. 10019.

ﬁme Reprint Depanmenla

insurance

Reporting weekly for corporate risk.

\ employee benefit and /

financial executives
Do you need to dis-
tribute copies of arti-
cles appearing in Busi-
ness Insurance at your
meetings or for your
mailings?

Business Insurance
has expanded its re-
print department to
meet your needs.

For fast, low cost” re-
prints of articles ap-
pearing in Business In-
surance, or to obtain
reprint permission for
your own copies, call or
write:

—
i

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

K.New prices effective 1/1/82 /




Health costs biggest benefit worry

NEW YORK—Inflation has
helped push medical care cost con-
tainment to the top of the list of
problems benefit managers now
face, according to Segal Associates.

Nearly 50% of the respondents to
the Segal survey of Fortune 1,000
benefit managers listed health care
cost containment as their most sig-
nificant problem this year. In con-
trast, only 27% ranked it as their
top problem in the 1980 survey and
only 4% said it was their top prior-
ity in 1978.

Overall, containing health care
costs was benefit managers’ sec-
ond-biggest problem in 1980, be-
hind communicating benefits.
However, it was only their ninth-
biggest problem in 1978.

Benefit managers this year still
agree that communicating benefits
is a problem, ranking it second be-
hind cost containment. However,
other areas are rapidly causing
them more concern.

For example, this year they listed
keeping abreast of changes in the
law as their third-biggest chal-
lenge. In 1980 and 1978, keeping up
with legislation was placed far
down in the 11th spot among prob-
lems.

The Economic Recovery Tax Act
of 1981 (BI, March 31) and the re-
cent federal revenue bill (BI, Aug.
23) have significantly affected ben-
efits.

Also, keeping current on new
benefit design innovations, which
was not even listed as a concern in
the 1980 and 1978 surveys, is now
ranked as benefit managers’ fifth-
biggest problem.

Although not ranked among the
top-five problems in this year’s sur-
vey, taxation of benefits and know-

Florida regulator
makes changes

TALLAHASSEE, Fla.—Gerald
C. Wester, head of the state Insur-
ance Department’s administration
division since 1976, has been named
head of the department’s rehabili-
tation and liquidation division.

Mr. Wester will also continue as
the Insurance Department's Senate
legislative liaison, a position he has
held since 1979.

State Insurance Commissioner
Bill Gunter also announced that:

® John Adams, currently direc-
tor of the state Public Service Com-
mission’s administration depart-
ment, will replace Mr. Wester as
head of the Insurance Depart-
ment’'s administration division.

® Gary Guzzo, a departmental
employee since 1978, has been
named assistant director of the di-
vision of insurance company regu-
lation.

® Roger Hahn, formerly direc-
tor of government relations at In-
dustrial Casualty Insurance Co. in
Chicago, has been named chief of
the department’s bureau of rates. =

PREVENT BUSINESS
HEALTH HAZARDS and
REDUCE INSUHANCE ELAIMS

Please write
brochure

NEILSON ASSOCIATES

100 Dickinson Dr., Chadds Ford Prof. Center
Chadds Ford, PA 19317 = 215/793-1389

or call for descriptive

ing more about cash-deferred
401(k) plans were mentioned fre-
quently as key concerns.

One area that is becoming much
less of a problem for benefit man-
agers is ERISA compliance. In 1978,
benefit managers said complying
with the Employee Retirement In-
come Security Act, which was en-
acted in 1974, was their biggest
problem. It slipped to the third-
place slot in 1980 and dropped
again to be only the fourth-largest
problem this year.

When solving these problems,
most of the benefit managers are
reporting their progress to a vp or
higher-ranking officer. According
to this year’s survey, 46% of the re-
spondents report to a vp, compared
with 44% in 1980 and 47% in 1978.

Another 33% report to a director
while the remainder report to a
manager, secretary or controller.

The top five areas of responsibil-
ity listed by benefit managers are
health, hospital and medical mat-
ters, 98%; group life insurance, 97%;
long-term disability and dental
benefits, 91%; and sickness and ac-
cident disability, 90%.

Eighty-nine percent of the bene-
fit managers listed employee bene-
fit communications and pension
benefits among their responsibili-
ties.

On the other end of the scale,
only 20% said they were responsi-
ble for retirement plan investments
and 26% are handling cash-de-
ferred 401(k) plans. Other areas of
responsibility listed by benefit
managers are record-keeping sys-
tems, 65%; thrift and savings plans,
63%; prescription drug plans, 50%;
executive compensation programs,
40%; and personnel administration,
34%. a
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Check, please.

We believe good service is
never having to ask for the check.
That's why Western Employ-
ers ranks No. 1 in promptness
of payment of all major workers’
comp companies in California.

The industry average from
first day of disability to the first
check is nineteen days. Western
Employers has reduced that
time to eight days by provid-
ing close, personalized service.

Each Western Employers
account is assigned a special
claims team. The team'’s super-
visor will meet with your

Fullerton

Los Angeles

New York  Phoenix

client on a regular basis and
review every claim on the day
it is reported. We also assign
teams for loss control, rehabili-
tation and audit services.

This kind of personal atten- ..
tion has made Western Employ-
ers No. 1 in overall service.

MPLOYERS
INSURANCE

515 North Cabrillo Park Drive
Santa Ana, California 92702
(714) 973-2813 (213) 588-5151

Portland San Bruno San Diego San Francisco
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Most say they can afford
a major illness: Survey

WASHINGTON—Although
nearly seven in 10 Americans real-
ize health care costs are rising fas-
ter than other costs, most are confi-
dent they can afford to pay for a
major illness.

This was just one of the findings
reported in “Health and Health In-
surance: The Public’s View,” a sur-
vey conducted in 1981 by the
Health Insurance Assn. of America
and Yankelovich, Skelly & White
Ine.

Although medical costs are rising
quickly, slightly more than 50% of
the 1,544 people surveyed said they
never skipped receiving medical
care because of high costs. Twenty
percent said they seldom skipped
treatment because of cost, while
27% either “often” or “occasion-

Our D&O policy has covered
some of the biggest targets
in the financial world.

MGIC now extends this vital
protection to directors and
officers of other businesses.

For many years, MGIC's D&O liability policy has
been offered exclusively to financial institutions.
We are the leader in this field, where directors and
officers are highly vulnerable to lawsuits because of
the complexity of their day-to-day operations.

Recognizing a growing need, we are now offering
this same specialized protection to directors and
officers in other businesses. . . both profit and
nonprofit. :

How about your executive targets? Are they
protected? Or will their personal assets be

threatened if they are sued for alleged wrongful
acts committed while performing their duties as
directors and officers?

Our D&O policy will give them the protection they
need. Also important, it will give them peace of
mind, free from the fear of personal financial loss.
It’s a “fringe benefit” that is-very effective in
attracting and retaining competent executives..

MGIC’s D&O policy can be designed to precisely
match the needs of your organization. You can
select from a wide range of liability limits,
deductibles and other options. For complete
information, talk to your independent insurance
agent or broker.

A.M. Best rating at A+, XIV,

MGIC

ally” passed up medical care.

Seventy percent of those sur-
veyed said they were either “very”
or “somewhat” confident of their
ability to meet the costs of a major
illness. Although medical costs
were lower in 1978, only 68% of
those surveyed that year were
equally confident they could afford
an illness.

However, certain groups were
less sure than others of their ability
to meet medical costs. For example,
only 50% of unemployed people,
those most likely not to have medi-
cal coverage, were confident of
their ability to pay.

In families with incomes of less
than $10,000, 48% were unsure of
their ability to pay, while only 44%
of non-white families were confi-
dent of their ability to meet health
care costs.

A vast majority of those ques-
tioned, 86%, reported having some
kind of health insurance coverage.
Only 13% said they had no cover-
age at all, while the rest said they
didn't know if they had insurance.

Income was a factor in determin-
ing medical coverage. In families
with incomes of $40,000 or more,
96% had medical coverage. Some
92% of families with incomes of
$15,000 to $39,999 had medical cov-
erage, 82% of those earning be-
tween $7,500 and $14,999 had cov-
erage, while only 67% with incomes
of less than $7,499 were insured.

Survey respondents also were
polled on various ideas to contain
health care costs. For example, 84%
of those questioned felt hospitals
should publish rates for rooms and
medical services, while 77% felt
doctors should publish fee sched-
ules for treatments. Some 65% said
the government should require em-
ployers to offer their workers a
choice of three different health in-
surance plans to cut costs.

Although most respondents felt it
was a good idea for physicians to
publish prices, fees were a minor
consideration in choosing a doctor.
Only 7% of the respondents said a
physician’s fees were a main con-
sideration.

The most important factor in
choosing a doctor for 74% of the re-
spondents was their perception of
the physician’s competency.

For the most part, the respon-
dents had no strong opinions on
health insurers. Of those expressing
an opinion, 41% agreed that health
insurers were fair in-the way they
handle claims, compared with 15%
that thought they were unfair.
Forty-four percent said they had
no strong opinion on the question.

Fifty percent of the respondents
thought health insurance should
cover preventive services, like
checkups, even if it meant higher
premiums.

Although 69% believed people
should be encouraged to follow
healthy lifestyles to help reduce
health costs, only 38% of the re-
spondents felt it was fair, despite
the health hazard, to charge
smokers higher health insurance
premiums.

Families with higher incomes
were more likely to be satisfied
with health care services than
poorer families, the survey re-
vealed. In families with less than
$7,500 annual income, 69% were sa-
tisfied with their health care, com-
pared with 85% of families with in-
comes above that level. Also, 72% of
the non-white families were satis-
fied with their health care, com-
pared with 83% of white families.

)
Single copies of the survey, “Health
and Health Insurance: The Public’s
View,” are available free from the
Health Insurance Assn. of America,
1850 K St. N.W., Washington, D.C.
20006.



Mideast fighting pushes cargo r

By STACY SHAPIRO
and JOHN MILLER

LONDON—The fighting be-
tween Iran and Iraq has caused war
risk cargo insurance rates to zoom
for ships sailing to Kharg Island.

A ship hauling cargo to Kharg Is-
land, an Iranian refinery center in
the Persian Gulf, must pay at least
$4 for every $100 of insured cargo
value, the Lloyd's War Risk Cargo
Rating Committee says. Last
month, the committee boosted the
war risk cargo rate to $3 per $100 of
insured value, shortly after in-
creasing the rate to $1.

However, the war risk rate for
cargo bound to other Iranian ports
will remain at 25 cents per $100 of
insured value, the committee de-
cided.

Owners of cargo bound for
Kharg Island are having a tough
time finding coverage in the Lon-
don market, said Malcolm Rumsey,
Lloyd's Underwriters’ Assn.

So far, two ships have been sunk
near Kharg Island. The Sandow
Banner, a 10,000-ton South Korean
vessel, was sunk Aug. 9. And a
Greek vessel, the Litsion Pride,
was sunk by rocket fire a few days
later. That ship, which was carry-
ing sugar, has an insured value of
$8 million.

Asbestos standard

The British government, at the
request of trade unions here, has
cut in half the amount of asbestos
particles allowed in the air at
workplaces.

The Health and Safety Commis-
sion now says that only one as-
bestos fiber per millimeter of air
will be allowed.

“There has been concern from
unions and the government that
this policy went too slowly,” said a
commission spokesman, But, he ex-
plained, the commission had been
waiting for the European Economic
Community to decide upon two di-
rectives dealing with the health
hazard of asbestos.

One of the EEC directives deals
with the protection of workers
from hazards in the workplace.
The other directive discusses the
marketing and use of asbestos in
the EEC.

However, the commission de-
cided to adopt its own new stan-
dard instead of waiting for the EEC
to decide.

However, the spokesman said it
is unlikely that the Health and
Safety Commission will totally ban
asbestos from British worksites.

“If you ban asbestos, you have to
find a substitute for it,” he said.
“That may be like jumping out of
the frying pan and into the fire.
The new substance may be found to
have the same dangers in a few
years' time.”

Oil rig losses

Fires on two oil rigs off the coast
of Asia may cost insurers more
than $100 million in losses.

Adjusters are estimating the
daimage to the Sagar Vikas drilling
rig, located off Bombay, India,
which blew out July 30. Although
the exact amount of damage isn't
known yet, insurers are reserving
$81.5 million for damage to the rig,
barge and jacket, plus well-control
and redrilling costs.

Sedgwick Offshore Resources
Ltd., brokers for the rig's owner,
the Oil & Natural Gas Commission
of India, would not comment on the
amount reserved. Sources at
Lloyd’s say, however, that the
package is underwritten on the
master oil rig drilling slip with
Lloyd’s and London companies.

Qil-well firefighters Red Adair
Co. battled the blowout for five
days. Although the fire burned out

(_ londonline )

by itself, gas is still leaking from
the well, a London source said.
There is no sign of any pollution,
he added.

If the rig is declared a total loss
insurers may have to pay out more
than what they have reserved, one
underwriter said. “That was the in-
itial estimate from the surveyors,”
he said, “but the figures could
change.”

Estimates will also soon be made
on the damage to the American
jack-up drilling rig D.K. McIntosh,
located in the Java Sea, after a fire
broke out in its engine room.

Eighty men were evacuated from
the rig, which is operated by Read-
ing & Bates Co. in Tulsa, Okla., for
IAPCO, a division of Natomas In-
ternational Corp. of San Francisco.

London broker Bain Dawes
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P.L.C. has not yet received an esti-
mate of damage to the rig, which
was insured for $24 million, al-
though one broker said he doubted
it would be a total loss.

Keilland salvage

New efforts are being made to
salvage the Alexander L. Keilland
oil rig, which sank in the North Sea
two years ago, killing 123 workers.

The rig is currently submerged
off Stavanger, Norway, where it
was towed after the disaster.

ate higher

Thirty-five bodies are still trapped
in the wreckage.

Norwegian insurers, which have
paid out close to $50 million in con-
junction with the London market
for the Keilland, were reluctant to
engage in any further salvage bids
since they have spent more than
$10 million on previous attempts.
The new salvage effort has been
authorized by the Norwegian gov-
ernment, which has ordered a
technical report on the feasibility
of lifting the rig from its present lo-
cation on the sea bed. ®

Now, one of our companies, St. Paul Surplus

Lines, is the first company to offer closure and
post-closure insurance for hazardous waste
sites. Plus offering the security of knowing it’s
backed by the know-how and big account

capability of Atwater McMillian.

The only company
”creative enough
# to keep a ‘closed’ mind

about hazardous waste sites. |

" If yourcan't assure the financial ability to close
and properly monitor a hazardous waste site,
today:the EPA won't even let you open it.

Why. us? Because we embrace challenge. Ina
year or two others might be offering this type
of coverage right alongside us. But we'll be on
to other things. Quietly finding the answers to
questions nobody’s even asked yet.

Call us. Atwater McMillian. We don't imitate,

we innovate,

Atwater McMillianinc.
445 Minnesota Street, Suite 900, St. Paul, Minnesota 55101 (612) 921-7066 Telex 29-8445






At Commerce and Industry we can
do what a lot of other insurers can'.

Our underwriters can put the
different kinds of coverages you need
together in one convenient package.

For example, we can write Highly
Protected Risks and Standard Property
coverages for an account along with
its Liability and Workers Compensation
insurance.

(You'll get some of the industry’s
most experienced engineers, as well,
to work along with the insured to help
reduce hazards cost-effectively.)

We can also write Boiler and
Machinery coverage for our property
accounts.

And we can even handle your
international accounts.

Most important, by putting your
€ggs in our basket, you'll have the
convenience of ourimmense capacity
backed by the assurance of ourimpec
cable financial stability. ,

Not only have we been a solid
institution for over one hundred years.
We are a member company of
American International Group, one of
the largest insurance organizations in
the world. Two very comforting
thoughts in these uncertain times.

To learn more, please give usacall
or mail in our coupon.

WEel be glad to show you how

taking anewlook atan old adage could

be just the insurance break you're

looking for.

r— — i 7
d

| Please send me more information abou
how I can put all my eggs in one basket.

Name/Title

Company

City State

Zip Phone_

!
Commerce and Industry Insurance Co. {
Department A, 70 Pine Street I

1

l
|
I
|
|
i Address,
l
|
|
I
I
} New York, New York 10270




This is what you get
for sending your business card
to Metropolit

e Metropolitan
insurance ECompanies

N Group Life Health insurance

LRV

Model results

When it comes to group benefit plans, Send for your free scale model today
i\g:lgtzpolltan specializs in. selering fuocel If you'd like to have model results, including the

’ engine model above, complete this coupon, attach
That’s why, in exchange for your business card your business card and mail to:
and the completed coupon, we'll give you the Metropolitan Life Insurance Company
model railroad engine pictured above. It our Group Marketing Division—Model Results
way of letting you know that, for group cases One Madison Avenue
of 50 or more lives, we're interested in New York, New York 10010
engineering plans for you. No matter what Type of group case you are most likely to handle:
size case you usually handle, no matter how [ Life [J Disability (] Medical [J Pensions/IRAs

O Dental [ Vision [ Full Package [] Creditors
Size of group case you are most likely to handle:

often you handle one.

So send us your card and the completed

coupon. You'll find that when it comes to life, [ 50-200 lives  [] More than 200 lives
medical, dental, vision, or any kind of group Frequency of group cases handled per year: i
benefit plan, our ideas are on track. [J1or2 O3-5 O 6 or more 5

Metropolitan insures it.

Metropolitan really stands by you. Metropolitan

insurance iCompanies

Group Life/Health Insurance
9B182

DISCLAIMER Offer expires October 31, 1982. Supply of railroad engines limited. Offer
available only to group insurance brokers and consultants. Offer not available to
employeas of Metropolitan Life Insurance Company, its subsidiaries, affiliates, and
advertising agencies.
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CHRONIC HEALTH HAZARDS

(Government’s proposal focuses

on manufacturers’ possible liabilities

By Timothy Atkeson

NATIONWIDE WAVE of 15,000 asbestos

liability suits has sensitized chemical
manufacturers, users and insurers to the dangers of
claims of exposed employees for chronic health effects
from chemieals.

Evidence that asbestos alone or in combination with
smoking could cause serious chronic disease was too -
long ignored and has culminated in product liability
litigation of crisis proportions. The uncertainty about
causation, the severity of injury and-the long interval
of up to 30 years between.exposure and discovery of:
chronic effects in the asbestos cases highlight the
problems of product liability where a chemical with
hazardous chronic effects is involved.

This summer, as the Occupational Safety and Health
Administration prepares to put into effect a
long-deferred hazard communication rule on
chemicals in the workplace (see OSHA proposed rule
on hazard communication, 47 Fed. Reg. 12092, March
19, 1982), it is worth asking what new product liability
exposure for chronic disease from chemicals is likely
to be suggested by the required warnings. -

How should chemical manufacturers, users and-
insurers be preparing to respond, particularly with
respect to chronic health hazards? Although the
ultimate result of the warnings given should be a
reduction of both occupational disease and resulting
claims, the initial effect could very well be an increase
in claims, particularly for chronic effects.

The pending OSHA rule calls for identification of
the physical hazards (potential for fire, explosion or
" reactivity), acute (short-term exposure) and chronic
health hazards (carcinogens) of chemicals and'

' recommendations on safe handling, engineering-

* controls, work practices and personal protective
equipment. From the comments made to OSHA, it
appears that the identification.of chronic health
hazards and recommendations for their handling will -
pose the most difficult problems.

The OSHA rule recognizes but does not answer the
problem of identifying chronic effects, which
typically involve long-term exposure, with long-latent
periods prior to manifestation that may be
irreversible. OSHA states that “chronic effects”
include more than cancer-causing substances
_ (carcinogens) and threats to reproductive capabilities
(mutagens) or to fetuses (teratogens). For example,
fibrosis related to silica or asbestos exposure and
leukemia or anemia related to carbon monoxide or .
cyanides must also be included. - :

OSHA proposes to put the responsibility on the
manufacturers of chemicals to determine their
hazards and give an appropriate warning. This will

g DAg Dok

involve evaluating the “scientifically
well-established” health hazards of chemicals they
produce, identifying such hazards on material safety
data sheets with recommendations for handling,
placing appropriate hazard labels on the chemical
involved and communicating this information to
employees and “downstream” users of these products.

Information on hazards must be updated in light of
any “new and significant” information concerning the
hazard involved: OSHA lists as sources of hazard
information a number of texts, data sheets provided
by the supplier of the chemical and health and testing
data available in the employer’s own files. The. OSHA
rule does not call for any testing. However, the
manufacturer’s own product liability “audit” of
possible tort exposure from a chemical could lead to a
recommendation of testing (Hoffman vs. Sterling
Drug Inc., 485 F2d 132, 3rd Cir. 1973).

With respect to identification of chronic health
hazards, the Chemical Manufacturers Assn. has
recommended that OSHA limit these “to chemicals
which, upon exposure, are generally recognized, on
the basis of well-established scientific evidence, to
lead to serious chronic health effects in'employees.”
CMA has also asked OSHA to make clear that any
sources it recommends to identify chronic hazards be
recognized as “not always reliable or definitive.”
OSHA lists such sources as the multivolume
“International Agency for Research on Cancer
Monographs on the Evaluation of Carcinogenic Risk
of Chemicals to Man,” which lists many “suspect”
carcinogens and appears to have-a fairly expansive -
view of chronic hazards.

The OSHA rule on hazard eommunication on its
face is but the latest of rapidly expanding state and -
federal requirements for identification of chemical
hazards. It has been preceded by state and municipal
worker right-to-know laws on communication of
chemical hazards in the workplace and is'expected in

large measure to take the place of these requirements. -

There are also extensive hazardous substance
identification requirements of other federal agencies,
such as the Environmental Protection Agency’s list of
hazardous substances implementing the spill .
provisions of Section 311 of the Clean Water Act,
EPA’s listing of hazardous toxic wastes under RCRA,
EPA’s listing of toxic effluents under Section 307 of
the Clean Water Act and of toxic emissions under
Section 112 of the Clean Air Act, EPA’s list of
pesticides subject to rebuttable presumptions against
registration under the Federal Insecticide, Fungicide
and Rodenticide Act and the Transportation
Department’s regulations for labeling of shipments .
under Section 105(a) of the Hazardous Materials
Transportation Act.

OSHA itself has promulgated
labeling requirements for a number of chemicals
under Sections 6(a) (consensus standards) and 6(b)
(rulemaking) of the Occupational Safety and Health
Act,

Eighteen chemicals previously designated by OSHA
require labeling as “cancer suspect” or “cancer
hazard.” During the process of developing its generic
carcinogens rule, OSHA has also listed many more
substances as candidates for closer review as suspect .
carcinogens. OSHA has also issued a rule giving
employee representatives access to
employer-maintained exposure and medical records
relevant to employees exposed to toxic substances (45
Fed. Reg. 35212, May 30, 1980).

In short, there has been an unprecedented
development of information on, and classification of,
toxic chemicals by both government and industry that
can be drawn upon by manufacturers in
implementing the OSHA hazard commmunication
rule. Material safety data sheets, which the OSHA rule
makes mandatory, are already in wide use. In several
respects, however, the requirement for identification
of particular chemicals as chronic health hazards
under the OSHA rule is more likely to have product
liability implications for chemical manufacturers,
users and insurers than most of the previous listings.

For one thing, worker exposures to chemicals in the
workplace are likely to be more intense and repeated
than exposures that might oceur from transportation
accidents or trace emissions or effluents in the air or
water. The closest analogy to the OSHA rule might be
to the labeling of pesticides where applicators-can also
have significant exposures. Indeed, the similar
concerns of EPA under FIFRA about pesticides
exposures of the applicator and OSHA's concern about
exposures in the workplace were reflected in
simultaneous actions by both agencies on DBCP, a
pesticide:

A second factor lending importance to the OSHA
hazard communication rule is that it will take effect at
a time when the manufacturer and user employee
groups, who must be informed of_ their exposures, are .
already highly sensitized to chemical hazards and
prone to litigate if any injury is perceived. Very active .
media coverage on chemical hazards, increased testing
of chemicals and the constant development of more
elaborate epidemiological studies feed this
sensitization and litigation.

Furthermore, the widespread use of a product
liability theory. to bypass limitations on recoveries
under workers compensation has created incentives to
sue for any-chronic injury believed to arise at a
workplace where the supplier’s chemical can be

Continued on next page
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Handling the ‘no-raise’ syndrome
for managerial and professional staff

By Kenneth P. Shapiro

HIS YEAR, more professional,

managerial and technical employees
wi.l be facing a compensation dilemma
that runs counter to the trends of the past
tw) decades: Many will receive no pay
increase at all in 1982.

According to a mid-year survey by The
Hay Group, almost 6.5% of all workers in
the exempt employee categories may be
“passed” this year—a jump of 60% over
1981 and probably three times greater than
the percentage of employees given no
merit increase in healthy economic times.

Of course, employees in some regions
and industries will see this practice more
than others. Hay Group data show that
almost 10% may be passed in the troubled
area of non-consumer manufacturing,
while less than 1% will get no raise in the
banking and financial services industries.
Regionally, the hardest hit area is the
M-:dwest, 9.8%; followed by the East, 6.3%;
the Sun Belt, 6% and finally the West,

( management

%

3.5%. Each of these percentages is
significantly higher than they were in
1981.

What are the implications of this
management decision to grant no merit
increase to more and more
employees—employees who have grown
accustomed to almost automatic raises and
better benefits, no matter what?

In the short term, these “passes”
obviously are intended to control
personnel costs. But a closer look reveals
something more meaningful. Many
companies are passing their below-average
employees so that they can afford to give
appropriate raises to their better workers.
Given an increasingly limited “pot” from
which to reward employees, savvy
managers are choosing to keep their best
people happy.

In effect, the current recession has

pay-for-performance system—something
that has been talked about for years, but
rarely practiced in earnest.

Most important, this new emphasis on
giving no raises or token raises compared
with midlevel raises to the average and a
few large raises to the oustanding, may not
just be a recession-induced fad. In our
current economic and political climate,
this practice may signal the end of the era
where employees felt “entitled” to the
annual raise or the increased benefit.

Here, the pendulum may be swinging
back to the side of management. This era
may even hold after our current economic
problems are over. Wise managers will not
seize this opportunity to save on personnel
costs, but instead use it to encourage
individual effort and spur overall
productivity.

In planning for a pay-for-performance

® Ensure that every job does have
stated goals and objectives.

® Develop performance appraisals that
do measure productivity.

® Make sure that appraisals are joint,
not one-sided, efforts.

@ Communicate to employees that a
pay-for-performance system is in effect.

e Be consistent. Do not wildly readjust
because of shifts in the cost of living.

Following the guidelines above not only
will help you institute a
pay-for-performance system, it also will
help you avoid potential charges of
unfairness from some employees who feel
that they were unjustly passed over. "

Kenneth P. Shapiro is a
vp at Hay Huggins & Cc.
in Philadelphia. His col-
uwmn on management ap-
pears monthly in Busi-
ness Insurance.

forced managers to really introduce a

system, useful reminders here are:

Continued from previous page

alleged to be the cause. It is also likely that data on
health risks will lead to a fresh assessment of the risks
of certain jobs and collective bargaining for higher
wages, reduction of risks or both.

A third and related consideration that will give the
OSHA rules on chronic health hazards added impact is
the heightened awareness of chronic health effects,
other than cancer, that must be guarded against.
Concern about mutagens and teratogens will make
designation of chemicals and recommendations of
their handling much more consequential as both the
proportion of women in the workplace and the
awareness of vulnerabilities of men’s fertility
increases. Genetic vulnerabilities to chemicals in the
workforce are also receiving new attention.
Possibilities of suits for damage to fetuses, for
impairment of fertility or for prolonged nervous
disorders are all of concern.

A further factor that adds to the impact of the
OSHA rule is the requirement that the manufacturer
(rather than a federal agency) be responsible for
identifying the hazard and for subsequently keeping
warnings and material safety data sheets up-to-date.
Although this is already the responsibility of the
manufacturer of chemicals under tort law, and the
subject of an industry consent standard, the OSHA
rule will require manufacturers to be explicit about a
great many hazards in a relatively short space of time.
The Federal National Toxicological Program and
other hazards-testing programs are constantly
generating new test data, much of which are likely to
be significant. The EPA is likely to increase its testing
requirements for new chemicals or significant new
uses of chemicals under the Toxic Substances Control
Act and is collecting a growing body of data on
significant adverse health effects of chemicals under
other provisions of TSCA.

Thus, manufacturers of chemicals cannot comply

Health hazard liability is target of OSHA proposal

with the OSHA Hazard Communication rule once and
for all. They must develop information systems that
alert them to significant new data on hazards. Much of
this data may relate in a more or less equivocal fashion
to.chronic adverse health effects. While it is true that
the OSHA proposed requirements to warn of hazards
on material safety data sheets and labels relate only to
searches of scientific literature or review of
proprietary testing data to identify “scientifically
well-established” health hazards, OSHA expects more
hazards to be identified than those it has found
appropriate for regulation. And, it is clear that for
product liability purposes, the OSHA rule leaves
chemical manufacturers with the rules on negligence
or strict liability to which they are now subject.
Indeed, it is likely that while a manufacturer cannot
point to any OSHA approval as a defense, since there
is no precise standard to comply with, failure to
comply with the OSHA rule will be alleged to
constitute per se negligence.

It appears likely the OSHA hazard communication
rule will become final early next year. How should the
chemical industry respond with respect to identifying
and warning of chronic health hazards? The lack of
governmental designations of hazard warnings raises
the prospect of tort liability in subsequent product
liability suits for any manufacturer or industry group
undertaking this responsibility.

In addition, there is the possibility of antitrust
liability for any trade association performing this
function in a manner subsequently alleged to have
anticompetitive effects (American Society of
Engineers vs. Hydrolevel, 50LW 4512, U.S. Supreme
Court, 1982). These possibilities suggest that both
expert toxicological and legal advice is needed by any
manufacturer or industry group that undertakes
evaluation of hazards and development of warnings.

Particularly with respect to chronic health hazards,
there is a need for what can best be described as a

possibilities for their reduction, of the need and

product liability “audit.” This would involve a careful
review of the adequacy of warnings, of exposures and

prospects for testing, of arrangements for alerting the
hazard communication system to significant new
exposures or adverse health effects and last, but not
least, of applicable insurance coverage. )

The arrangements for educating both employees
and users of the chemical on the hazard identification
and warnings involved require planning. While the
first reaction of management to such an audit may be
“Don’t open Pandora's box,” the OSHA rule requires a
decision on toxicity information and warning which,
properly used, can produce better protection against
product liability. In the process, careful attention must
be given to maintaining the confidentiality of any
such “audit,” using the work-product doctrine and
attorney-client privilege to the extent possible.

The OSHA hazard communication rule will compel
the chemical industry to make a comprehensive
review of the hazards of its products and to
communicate appropriate warnings. The process will
require some difficult judgments, particularly with
respect to possible chronic health hazards. Such
chronic hazards in many cases will require a
multidisciplinary review process bringing together
toxicological, occupational health, legal and insurance
advice in product liability “audits.” It is not too soon to
begin to give thought to how such product reviews
and product liability audits should be carried out.

s T

| Timothy Atkeson is a member of
| Steptoe & Johnson Chartered, a law
| firm in Washington, D.C. He also
| teaches environmental regulation of
4 chemicals at the Georgetown Univer-
1' sity Law School.
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Sof

AS. Hansen Inc, has introduced
8 microcomputer software system
that can calculate actual Bocial Se-
curity awards or pension plan off-
5618,

Hansen's Soeial Security Caleu-
lation Software is compatible with
Apple IT or Apple 11T computers,

The software can compute old
age, death or disability benefits
awards under any Social Security
law in effeet since June 1978, as
well as the Social Security offsets
ased to compute pension benefits.
T'he system utilizes the same calcu-
lation procedures as the Social Se-
curity Administration, using actual
rarnings and estimating unavail-
able past and future earnings.

Many different caleulations can
pe computed with the SSCS. It
allows the user to indicate how
missing past or future earnings are
to be estimated. The user can esti-
mate the effect of future cost-of-
living increases in aa]a‘r’v or ine

es in the § wage
And ‘-;.

fected h}z df]:i}"ﬁd or early
ment credits,

The S8CS employs English com-
mands instead of & complicated
computer language, so data can be
enie u} by non-technical person-

he system presents guestions
to lead personnel

0l 1piui{ bmﬁm] ’%mrm
21,60
and two

1ing the
al manuals and
S are fmu!ahh* along with
5. The first
onal updates
5120 a yrm per system pur-

he $50 is ap phrd mw{wd the
pure ﬂav‘L price.
For more

Tﬁﬁ*f:nu i
2-2.34-34010

: “J{Sﬂ (:[
I:.ﬂ\{* Ii,]:mf 111, 60044: 3

Acqwsltion cove'rage

‘akeover At

products & services

ties, proxy solicitation and mailing
and printing expenses. All multiple
takeover attempts oceurring within
the policy period are included.
Companies eligible for the cover-
age include those traded on the
New York and American stock ex-
changes; regional stock exchanges,
the national over-the-counter rmar-
ket and others whose common
stock is registered under Section 12
of Securities Exchange Act of 1934,
Takeover attempts gualify if
they are subject to the filing re-
quirements of Section 13{d), 14{a)
and 14(d) of the Securities Ex-

change Act.
For more informéation, contact
NAS Lid., 100 S, Wacker Drive,

Suite 2008, Chicago, T1l. 60606; 312-
T26-2186; or NAS Insurance Ser-
vices, Box 54831, Los Angeles,
Calif. B0054; 213-451-5988.

Group legal

Alvin J. Sims & Associates Ine. is
offering a new stop-loss group legal
plan for seli-insured employers.

The plan provides a stop-loss cap
tor self-insured employers that
want to offer group legal coverage
as a benetit to employees. The plan
qualifies as an employee benefit
under the Emplovee Retirement
Income Security Act.

The coverage, underwritten by
Lloyd's of London, offers a mini-

mum limit of $100,000 per occur-
rence. The premiums are collected
on an incurred or “pay-as-you-go”
basis. Actual premiums depend on
the location of the business and the
total schedule of benefits.

For more information on the
plan, contact Alvin J. Sims & Asso-
ciates Ine., 142 Commercial St.,
Boston, Mass, 01209; 617-720-2868.

Hospital policy

Hospital Protective Liability cov-
erage, iniroduced by MeAlear As-
sociates Inc., 18 4 new hospital lia-
bility program,

The policy indemnifies hospitals
for losses they are legally obligated
to pay resuliing from the negli-
genee of others. The policy is writ-
ten in excess of a retention on a
claims-made form. Full subroga-

ware computes Social Security benefits

tion rights are retained by the in-
surer. The coverage can be used for
wmpmmnsmg settlements that oth-
erwise might be adjudicated.

Limits range from $1 million to
33 million, with excess limits avail-
able.

Rating is based on the size of the
hospital staff and its specialties, loss
experience and the amount of cov-
erage purchased by the hospital
and the amount purchased by phy-
sicians and surgeons. The policy
tan be written for hospitals that
have little or no coverage for staff.

The Hospital Protective Liability
is written on a surplus lines basis in
all states.

For more information, contact
Charles A. McAlear, McAlear Asso-
ciates Inc., 4450 Cascade Road S.E.,
Grand Rapids, Mich, 49506; 618-
942-8000. ®

CAS froze our administrative cost for health claims

where it was in 1978. We handle our own clanms,

Lsing the
Qur ©

: i Claims Administration System.
niract runs five years, and

it's for a fixed

amount par clarm, not a percent of each, So even

it
administrative cost

skyrocketing medical and dental bills, our
stands still
And overheat is

slashed. With CAS, each

adjuster can process some 120 claims a day, We cut
the staff in half, while handling mare claims,

faster.

Adminstrative costs can run to 10% of

claims,

Ours averages 3%. Bacause of CAS. :
Distover why over 40 major organizations have

switched o CAS.

sSDC

For full informiation, clip coupbn ta your letterhead

or business card and mail teday. Or cail direct.

System Development Corporatinn {Clalnmg Administration System)
2500 Coloradn Avenut. Santa Monica, TA 80406 (213) 820: 4111

Please send mie detils of the CAS techigue of automating
medial and dental claims admmistration for large organizations:

System Development Corporation

|
|
1
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(  datebook

SEPT, 20-21. Financizl Considerations of Man-
aging Offshere International Insurance Com-
panies semirar in Bermuda, sponsored by Til-
linghast, Nelson & Warren Inc.; $500. Frederiex 0
Kist, 3340 Peachtree Road, Suite 2000, Atlanta, Ga
30026; 404-261-5420.

SEPT. 20-22. Risk and Insurance Management
conference in Chicago, sponsored by the Arneri-
can Management Assns.; members, $405; ron-
members, $4€5. Registrar, AMA, 135 W. 50th St.,
New York, N.Y. 10020 212-586-8100.

SEPT. 20-22. Employee Benefits Managem.ent
conference ir. Chicago, sponsored by the A eri-
can Management Assns.; members, $403; ron-
members, $465. Registrar, AMA, 135 W. 50th St.,
New York, N Y. 10020, 212-586-8100,

SEPT. 20-23. Inspector Training seminar in
Houston, spansored by the International Safety
Academy; $150. Also Oct. 47 in St. Louis. [SA,
10575 Katy Freeway, Box 19600, Houston, T=xas
77024 713-932-9400.

SEPT. 20-24. Total Loss Control Management
seminar in Boston, sponsored by the Iaternationzl
Safety Academy; $570. Also Oect. 11-15 in Bostor:.
ISA, 10575 Katy Freeway, Box 19600, Houstor:,
Texas 77024; 713-932-¢400.

SEPT. 21. Safety/Loss Coatrol: Plan, Design
and Evaluation seminar in Seattle, sponsored by
the Internaticnal Sa%ety Acadeny; $150. Also Oet.
14 in Seattle. ISA, 13575 Katy Freeway, Box 19600,
Houstcn, Texas 7702%; 713-832-8400.

SEPT. 21-23. Fundzamentals cf Reinsurance s=-
minar in Dallas, sponsored by the University of
Dallas Risk Management Institate; $445. Professor
Bruce Evans, University of Dallas Risk Manag=-
merit Institute, International Center, University o2
Dallas Statior,, Irviag, Texas 75061; 214-721-5209.

SEPT. 23-24. Quartitative Techniques for Risk
Management sem:nar in 5an Francisco, spoa-
sored by The Collez= of Insurance; $495. Also Dee.
2-3 in Newpcrt Beach, Calif, Margaret Wilder, The
College of Irsurancz, 123 Will.am St,, New York,
N.Y. 10038; 2:2-962-4111.

SEPT. 2324 Black Lung Liability Under the
New Legislation conference in Arlington, Va,
sponsered by The Energy Bureau Ine. $695. Ber-
bara Louis, The Energy Bureau, 41 E. 42nd &t,
New York, M.Y, 10C17; 212-687-3178.

SEPT. 23-24. Radiation Protection of the Pub-
lic in a Nuclear Accident course in Washington,
D.C., sponscred by the International Institute cf
Safety & He:z1th; $235; $250 each for three or mcre
registered from the same company. I[ISH, 5010A

Nicholson Lanz, Rockville, Md. 20852.

SEPT. 23-75. Depositions in Corporate Litiga-
tion s2minar in San Francisco sponsored by the
Practisirg Law Institute; $425. PLI, Department
YWC, 810 Seventh Ave., New York, N.¥. 10019;
212-"65-57C0.

SEPT. 27-29. Loss Contrel for Risk Manage-
ment semninarin Houston, sponsored by the Inter-
natioral Safety Academy; $375. ISA, 10375 Katy
Freeway, Box 13600, Houston, Texas 77024; 713-
932-940C.

SEPT. 27-30. Captive Insurance Companies: Es-
tablishment, Operation and Management con-
ferenze in Heng Kong, sponsored by Risk Re-
search Group Ltd.; 525 pounds (approximately
$92C); 500 pounds ($875) each for additional regis-
trants fror the same company. Sue Moore, Risk
Research Greup Ltd., Bridge House, 161 Queen
Victoria St., Lordon EC4V 4DD, England; 01-236-
2175, zelex 8811536,

SEPT. 28. Workers Compensation ard Work-
place Liabil:ty conference in Harrisburg, Pa.,
sponsorzd by chs Pennsylvania Chambe: of Com-
merce: $65. T.m Holt, Mariager of Compensation
and Casuelty Insurance, Fenasylvania Chamber
of Commerce 222 N. Thiré St., Harrisburg, Pa.
17101; 717-255-3271.

SEPT. 28. Cost and Benefit seminar ir Chicago,
sponsored by the National Council on Compensa-
tior Insurance; members, $70; 1on-members, $110,
Virzinia Law ess, NCCI, Box 1238, Springfield, I1L

Sayre & Toso, Inc.
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Newark
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Houston
Minneapolis
Milwaukee
Detroit
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Boston

62705; 217-787-1072.

SEPT. 29-30. Casualty Loss Reserve seminar in
Chicago, sponsored by American Academy of Ac-
tuaries/Casualty Actuarial Society; $175. Sue Hen-
drickson, Casualty Loss Reserve Seminar, 1835 K
Street N.W., Suite 515, Washington, D.C. 20006;
202-223-8316,

SEPT. 20-0CT. 1. Risk Financing Technigues
seminar in Denver, sponsored by St. Paul Risk
Services Inc.; $335. Kathleen Moriarty, St. Paul
Risk Services Inc., 230 Hamm Building, 408 St.
Peter St., St. Paul, Minn. 55102; 612-221-7763.

SEPT. 20-OCT. 1. Risk and Insurance Manage-
ment in Banking seminar in Denver, sponsored
by the American Bankers Assn.; $395 for bankers;
$405 for non-bankers. Shelly Davis, ABA, 1120
Connecticut Ave. N.W., Washington, D.C. 20036;
2012-467-4047.

SEPT. 29-0CT. 2. Benefits in a Changing En-
vironment conference in Palm Beach, Fla., spon-
sored by the Southern Pension Conference; mem-
bers, $150; non-members $225. Nancy Connell,
SPC, P.O. Drawer 47309, Atlanta, Ga. 50362; 404-
458-6233.

SEPT. 30-0CT. 1. Corporate Risk Financing In-
surance conference in Warren, Vt., sponsored by
Risk Planning Group Inc.; $550. Eileen B. Calla-
kan, Conference Coordinator, Risk Planning
Group, 722 Post Road, Darien, Conn. 06820; 203-
§35-9792.

OCT. 4-5. Bankers Blanket Bond and D&O In-
surance: Your Liability seminar ir. Chicago,
sponsored by the Bank Administration Institute;
members, $375; non-members, $565. Diana Castel-
lanos, BAI, 60 E. Gould Center, Rolling Meadows,
111, 60008; 800-323-8552; B00-942-8861 in Illinois.

OCT. 4-5. Mergers and Acquisitions seminar in
New York, sponsored by the Wharton School;
$940. Also Dee. 67 in Palm Beach, Fla, Informa-
tion Services, University Conference Center, 360
Lexington Ave, New York, N.Y. 10028; 212-392-
6441,

OCT. 7-8. Basic Radiation Hazard Control:
Meeting Licensing Requirements course in
Washington, spansered by the International Insti-
-ute of Safety & Health; $285; $250 each for three
or more registered from the same company. IISH,
5010A Nicholson Lane, Rockville, Md. 20852; 301-
484-8969.

0OCT. 7-8. Capitalizing on Self-Insurance Op-
portunities conference in Toronto, sponsored by
the Self-Insurance Institute of America; members,
$325; non-members, $400, James Kinder, SIIA,
Box 15466, Santa Ana, Calif. 82705; 714-979-6318.

OCT. 7-9. Conference of Actuaries in Public
Practice annual meeting in Cambridge, Mass.; be-
Zore Sept. 30: members, $200; non-members, $225;
after Sept. 30: members, $225; non-members, $250.
Conference of Actuaries in Public Practice, 208 S.
La Salle St., Chicago, I11. 60604; 312-782-8683.

OCT. 11-15. OSHA Guide to Voluntary Compli-
anee course in Los Angeles offered by the Univer-
sity of Southern California; $500. USC. Institute of
Safety & Systems Management, Office of Exten-
sion & In-Service Programs, Los Angeles, Calif,
90007, 213-743-6523/6524.

OCT. 13-15. Techniques of Finance & Account-
ing course in Boston, sponsored by the Risk & In-
surance Management Society; members, $345
($195 for each additional registrant from the same
company); non-members, $445. Claudia Shnider,
RIMS Schools Administrator, RIMS, 205 E. 42nd
St., New York, N.Y¥. 10017; 212-286-9262,

OCT. 15-20. 28th Annual International Founda-
tion of Employee Benefit Plans conference in
Montreal; $390 for conference; $130 per day for
pre-conference sessions, IFEBP, Box 69, Brook-
field, Wis, 53005; 414-786-6700.

OCT. 18-20. Safety for the Oil Field Industry
séeminar in Houston, sponsored by the Interna-
tional Safety Academy; $375. ISA, 10575 Katy
Freeway, Box 19600, Houston, Texas 77024; T13-
932-9400.

OCT. 18-21. 70th Annual National Safety Con-
gress and Exposition in Chicago, sponsored by
the National Safety Council; before Sept. 10: mem-
bers, $65; non-members, $100. After Sept. 10:
members, $90; non-members, $135. Congress Plan-
ning, National Safety Council, 444 N. Michigan
Ave., Chicago, I1L. 60611; 312-527-4800.

OCT. 22. Legal Trends in Workers Compensa-
tion seminar in New York, sponsored by the Na-
tional Council on Compensation Insurance; mem-
bers, $125; non-members, $165. Mary Ellen Maz-
zeo, NCCI, One Penn Plaza, New York, N.Y.
10019; 212-560-1066

OCT. 25-26. Risk Management Concepts for the
Safety Professional and Insurance Buyer
course in Los Angeles, offered by the University
of Southern California; $225. USC, Institute of
Safety & Systems Management, Office of Exten-
sion & In-Service Programs, Los Angeles, Calif.
90007; 213-743-6523/6524.

OCT. 25-27. Managing Employee Benefits
workshop for financial executives in Lincoln-
shire, Ill,, sponsored by Hewitt Associates; $850.
Beverly McRae, Hewitt Associates, 100 Half Day
Road, Lincolnshire, I11. 60015; 312-295-5000.

OCT. 27-29. Recognition of Accident Potential
in the Workplace Due to Human Error course
in Los Angeles, offered by the University of
Southern California; $300. USC, Institute of Safety
& Systems Management, Office of Extension & In-
Service Programs, Los Angeles, Calif. 90007; 213-
743-6523-6524.

OCT. 28-29. Environmental Liability Manage-
ment conference in Arlington, Va., sponsored by
the Center for Energy & Environmental Manage-
ment; $485; discounts available for zhree or more
registrants from the same company. CEEM, Box
536, Fairfax, Va, 22030; 703-250-5900

OCT. 28-29. Hazard Control Management Fun-
damentals seminar in Washington, sponsored by
the International Institute of Safety & Health;
$205; $250 each for three or more registered from
the same company. IISH, 5010A Nicholson Lane,
Rockville, Md. 20852; 301-984-8969.

NOV. 1-2. C icating Empl Benefits
conference in Chicago, sponsored by Business In-
surance; $475; 10% discount for additional partici-
pants from same company. Ann Vazquez, Business
Insurance, 220 E. 42nd St., New York, N.Y. 10017;
212-210-0137.

NOYV. 34. Risk Finanecing seminar in Chicago,
sponsored by St. Paul Risk Services Inc.; §335.
Kathleen Moriarty, St. Paul Risk Services Inc.,
230 Hamm Building, 408 St, Peter St., St. Paul,
Minn. 55102; 612-221-7763.

NOV. 45. Product Safety Concepts and Prac-
tiee course in Washington, sponsored by the In-
ternational Institute of Safety & Health; $245.
IISH, 5010A Nicholson Lane, Rockville, Md. 20852;
301-984-8969.

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

NOV. 7-10. Health Care Cost Containment se-
minar in Hollywood, Fla., sponsored by the Inter-
national Foundation of Employee Benefit Plans;
members, $390; non-members, $465. IFEBP, 18700
W. Bluemound Road, Box 69, Brookfield, Wis.
53005; 414-786-6700.

NOV, 11-12. Confined Space Entry workshop in
Dallas, sponsored by Loss Prevention Associates;
$285. Loss Prevention Associates, Box 59888, Dal-
las, Texas 75229; 214-241-0396.

NOV. 1519, Assets Protection course in Saddle
Brook, N.J,, sponsored by the American Society
for Industrial Security; members, $595; non-mem-
bers, $650. ASIS, 2000 K St. N.W., Suite 651, Wash-
ington, D.C. 20006; 202-331-7887.

NOV. 1819. Techniques of Risk Management
seminar in Washington, sponsored by the Interna-
tional Institute of Safety & Health; $245. [ISH,
5010A Nicholson Lane, Rockville, Md. 20852; 301-
984-8969.

NOV. 21-24. Apprenticeship and Training insti-
tute in Hollywood, Fla,, sponsored by the Interna-
tional Foundation of Employee Benefit Plans;
members, $390; non-members, $465. IFEBP, 18700
W. Bluemound Road, Box 69, Brookfield, Wis.
53005; 414-786-6700.

NOV. 21-24. Corporate Benefits Management
conference in New Orleans, sponsored by the In-
ternational Foundation of Employee Benefit
Plans; members, $470; non-members, $545. IFEBP,
18700 W, Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.

NOV, 22-27. Aviation Safety Program Manage-
ment course in Sydney, Australia, offered by the
University of Southern California; $§950. USC, Of-
fice of Extension & In-Service Programs, Institute
of Safety & Systems Management, Los Angeles,
Calif. 90007; 213-743-4617/6523.

NOV, 25-26. Hazard Control Sampler for Man-
agers program in Washington, sponsored by the
International Institute of Safety & Health; $205;
$250 for three or more registered from the same
company. IISH, 5010A Nicholson Lane, Rockville,
Md. 20852, 301-984-8969.

DEC. 2-4. Employee Benefits and Workers
Compensation: A Shotgun Marriage? confer-
ence in Miami, sponsored by Risk Planning Group
Ine.: $600. Eileen B. Callahan, Conference Coordi-
nator, Risk Planning Group, 722 Post Road,
Darien, Conn. 06820; 203-655-9792,

DEC. 5-8. Public Employees conference in Or-
lando, Fla., sponsored by the International Foun-
dation of Employee Benefit Plans; members, $380;
non-members, $465. IFEBP, 18700 W. Bluemound
Road, Box 69, Brookfield, Wis. 53005; 414-786-
6700.

DEC. 8-10. Captives: The Offshore Funding Al-
ternative conference in Nassau, Bahamas, spon-
sored by Risk Planning Group Inc.; $200. Eileen B.
Callahan, Conference Coordinator, Risk Planning
Group, 722 Post Road, Darien, Conn. 06820; 203-
655-9792.

FEB. 8-11. National Insurance and Protection
Conference of Financial Institutions in Or-
lando, Fla., sponsored by the American Bankers
Assn.: members, $415; non-members, $515; $40 ad-
ditional to register after December. Shelly Davis,
Insurance and Protection Division, ABA, 1120
Connecticut Ave. N.W., Washington, D.C. 20036;
202-467-4047. ]

Group life sales
up 1% in June

WASHINGTON—Group life in-
surance with a face amount of $19.3
billion was purchased in June, a
1.0% increase over group life pur-
chases in June 1981, according to
the Life Insurance Marketing &
Research Assn.

The June purchases do not in-
clude group life bought for federal
employees.

For the first six months of the
year, group life with a face value of
$107.7 billion was purchased, 2
16.5% increase over the amount of
group life coverage bought in the
first half of 1981, E



Warren, McVeigh & Griffin
names Knaup president

Thomas W. Knaup has been ap-
pointed president of Warren,
McVeigh & Griffin Inc. in Newport
Beach, Calif. He replaces Bud
Griffin, who continues as chair-
man and chief executive officer of
the risk management consulting
firm.

Mr. Knaup will be responsible
for major risk management studies
with emphasis on risk funding al-
ternatives for corporate, govern-
ment and trade association clients.
He will also play a role in the firm’s
plans to expand to either Texas or
Washington, D.C.

He is the former president of
Risk Management Inc., a unit of
Emett & Chandler Cos. Inc.

Insurers

Waverly G. Smith joined The
Home Insurance Cos. as vice chair-
man. Mr. Smith had been president
and chief operating officer of The
St. Paul Cos. Inc. He retired from
The St. Paul in 1978.

Nolan E. Asch appointed direc-
tor of casualty operations of AFIA
Worldwide Insurance in New
York. He is responsible for devel-
opment of public liability, workers
compensation and non-auto busi-
ness worldwide. Mr. Asch was pre-
viously an executive in the West-
ern region of Sentry Insurance Co.

David E. Hurley elected vp-
group pension services for The
Prudential Insurance Co. in Flor-
ham Park, N.J. Mr. Hurley was
previously director of group pen-
sion services for Prudential.

John C. Richman joined Zenith
Insurance Co. in Encino, Calif., as
senior vp. He will be responsible
for underwriting operations. Mr.
Richman, who will be located in
the San Francisco office, was most
recently vp with Fireman’s Fund
Insurance Cos.

F. Guy Riley appointed vp and
national accounts and risk manage-
ment services executive at the New
York office of Fireman’s Fund In-
surance Cos. He was previously ad-
ministrative executive for national
accounts and risk management ser-
vices with Fireman’s Fund in San
Francisco.

Lee E. Baldwin named vp of
Ranger Insurance Co.’s special risk
profit center in Houston. Mr. Bald-
win had been corporate risk man-
ager for Anderson Clayton & Co.,
Ranger’s parent company.

Excess/surplus

David E. Boyd elected president
of The London Agency Inc. in At-
lanta. Mr. Boyd had previously
oeen executive vp-administration
and management. He replaces
Frank Kinnett, who was elected
*hairman. Mr. Kinnett, who retains
1is post as chief executive officer,
oined The London Agency in 1963.

John W. McKee joined Simcoe
% Erie Management Co. in New
York as vp in charge of under-
vriting. He is also chief under-
vriting officer for treaty reinsur-
ince operations in the American
narket. He was formerly assistant
7p and director of the Rochdale In-
wurance Co.

einsurers

E.W. Blanch Co. announced sev-
ral promotions. Ronnie Ellen
taymond and Judith White
tamed vps in the Blanch Eastern
egional office in New York.
Jharles C. Hewitt III and Albert
. DeVon named vps in the Central
egional office in Chicago. Jeffrey
)aams named vp in the Chicago
ranch office. Kevin D. Knudson
amed vp in the Midwestern re-
ional office in Minneapolis. John
'. Graham named vp in the West-

comings & |
goings: in-dustr_y

ern regional office in San Fran-
cisco. In the Blanch Co. Minneapo-
lis home office, Michael J. Woz-
niak and Stephen E. Malone
named vps and David R. McInnis
named senior vp.

Agents/brokers

Frank E. Blau named account
executive for Marsh & McLennan
Ine. in the Milwaukee office. Mr.
Blau had been risk manager for the
city of Milwaukee. m
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Administration to decide on tort bill this week

By JERRY GEISEL

WASHINGTON—The Reagan
administration will dezide this
wzek whether it will endorse com-
prehensive feceral product liability
legislation proposed by Sen. Robert
Kasten, R-Wis.

While the administration re-
cently backed the concept of a fed-
eral bill that would pre-empt state
tort laws, it has not endorsed a spe-
cific proposal.

Administrazion support of Sen.
Kasten's bill is considered crucial if
the measure, S. 2631, is to move out
of the Senate Commerce Commit-
tee this year.

The panel’s chairman, Szn. Rob-
ert Packwood, R-Ore., is unlizely
to seek a vote on the bill unless the
administratior: offers its support or,
at a minimum, does not cppose the
measure, sourees say.

Meanwhile, in another prodjuct
liability development, Senate Ma-
jority Leader Howard Baker, R-
Tann,, is the latest legislztor tc en-
dorse federal tort reform legisla-
tion.

“We are i agreement on the
merits of this legislation,” Sen.
Baker said. “Uniform standards
would lend greater predictability
and stability to the litigation pro-
cess and to product liability irsur-
ance rules.”

Braniff burden

The Pension Benefit Guaranty
Corp. won't get buried by huge
pension liability claims when
Braniff International Corp. termi-
nates its four pension plans.

“We are prepared to assume this
liability under our insurance guar-

( washington

antees,” said Edwin Jones, execu-
tive directo- of the PBGC the fed-
eral agency that guarantees work-
ers pensions

“We have been aware of Bran-
iff's difficul:ies. The amounts .n-
vo.ved are large but are wzll
within cur capabiliti=s,” he added

Braniff oZficiallv notified the
PBGC on Aug. 20 tkat it intends to
terminate four pension plans that
cover tke grounded airlin2’s pilots,
management emplovees and mem-
bers of the Teamsters and Machin-
ists unicns.

Mr. Jones says the termination of
the plans may cost the PBGC be-
tween 337 million and $59 million
to =nsure that partizipants rece:ve
their guaranteec benefits. The
exact amount will depend of
whether any of the dlans have suf-
ficient assets to provide guaranteed
benefits.

The »ilets’ and management
plans appear to be sufficiently
funded, according -o preliminary
estimates. But the Machinists’ and
Teamstars’ plans ar2 seriously un-
derfunded and will have to be
bailed cut by the PBGC (BI, Aug.
30).

Advisers wanted

The _akcr Depzartment wants
advice on p2nsion and retirement
issues.

Nom:nat:ons ar2 now deing ac-
cepted for Zive operings on its Ad-
visory Council on Employee Wel-
fare and Pensior. Benefit Plans,
wkich makes recommendations to

the secretary of labor.

Individials or organizatioas can
nominate a pension expert by sub-
mitting a recommendation by Oct.
8 to the Secretary of Labor, U.S.
Departmemt of Labor, 200 Consti-
tuticn Ava. NW., Washington, D.C.
20210.

The nominating statement
should include the candidate's
name, occupation or position, tele-
paone number and address. It also
should list the candidate’s qualifi-
cations, the group or field that the
candidate would represent and the
candidate’s political affiliation. No
more than eight members of the
council can belong to the same po-
litical party.

The new members will replace
five members whose three-year
terms exgire this year.

Catago-ies for which there are
vacancies to be filled include em-
ployers, multiemployer pension
plans, actuarial consulting, invest-
ment managers and the general
public.

The council meets at least four
times a year in Washington with all
expenses paid by the federal gov-
ernment. Each member earns $192
for each cay spent on council busi-
ness,

Health insurance

A coalition of labor organiza-
tions, senior citzens' groups and
proZessional organizations wants
Congress to pass legislation that
woulé guarantee health insurance
coverage for workers when they

are laid off.

“In the last year more than 20
million Americans were unem-
ployed. Over 90% of them also lost
the health insurance that was part
of employment,” according to the
Health Security Action Council.

“The need is urgent and requires
immediate action. The cost of con-
tinuing health for a worker who
loses a job, and family health insur-
ance with it, is equal to about one-
fourth of the limited .unemploy-
ment benefits he or she receives.
The cost is prohibitive,” the council
says.

Possible solutions to the problem
of lost health insurance benefits,
according to the council, include:

® Improved federal-state ar-
rangements to allow the families of
unemployed workers to have ac-
cess to Medicaid benefits.

® A provision in group health
insurance plans for continuation of
benefits during periods of unem-
ployment.

@ Intensified efforts by the pri-
vate sector, through health care
cost coalitions, to develop volun-
tary programs of hospitals, doctors
and other providers who would
agree to provide free care.

Pension for press

The pension plan of one of the
world's largest news-gathering or-
ganizations is not covered by the
Employee Retirement Income Se-
curity Act, the Labor Department
says.

Jeffrey Clayton, administrator of
the department’s Office of Pension
and Welfare Benefit Programs, told
Reuters Ltd. of London in an advi-
sory opinion letter that its plan

need not meet ERISA require-
ments.

According to the letter, the
Reuters Pension Fund has 1,564
employee participants, of which
154 are U.S. citizens.

All pension fund records are
stored in London and contributions
from participating employees also
are forwarded to London.

Section 4(b)(4) of ERISA ex-
cludes any pension plan “main-
tained outside of the U.S. primarily
for the benefit of persons substan-
tially all of whom are non-resident
aliens,” Mr. Clayton wrote.

Formaldehyde suit

The United Auto Workers has
filed suit in U.S. District Court in
Washington against the Labor De-
partment, alleging that it has con-
cealed evidence that fomaldehyde
exposure endangers workers.

“We have excellent reason to be-
lieve that the Occuaptional Safety
and Health Administration has
withheld evidence in its posssession
that demonstrates the risks posed
by exposure to formaldehyde,”
UAW President Douglas A. Fraser
said.

The suit asks the court to force
OSHA to issue an emergency stan-
dard that would reduce workers'
exposure to the chemical.

The UAW and 14 other labor
unions asked OSHA to issue such a
standard in October 1981, but
OSHA chief Thorne Auchter de-
nied that request in February.

The suit also asks the court to
order OSHA to produce all agency
documents requested by the UAW
regarding formaldehyde expo-
sure. n

[ JRisk Sciences Group

INCCRPORATED

2

Bringing art & science together through information.

Sigma+System is a sophisticated risk
management information service
designed for users having little or no
training in use of the computer.

This service provides a user with a new
generation of data management and
analytical capabilities, to complement

or replace the voluminous “loss runs”
they have received in the past. Much like
the terminals utilized by airlines personnel
to access vast amounts of data concerning flight
schedules, routings, fares, status reports, etc., the
Sigma+System allows risk management personnel
to have similar access to data concerning the
status of claims and loss reserves, claim
payments, incident reports, loss

control information and exposure

data. A user may then perform unit
cost allocation, risk analysis, loss
forecasting and financial modeling
utilizing their own data base.

Sigma-+System

B 45 Camino Alto B Mill Valley, California 94941 B (415) 381-0211

Supported exclusively on the National CSS Computer Network,




Soanithas SHSUTUANRLE, SEDIEMDEY 0, 1962 / &1

Utilities say coverage rule not needed

Continued from page 2

“It's conceivable that we could
tescind the interim rule (after the
comment period), but I doubt that
will happen,” says Robert S. Wood,
utility policy analyst for the NRC,

However, most of the utilities
contacted by Business Insurance
said they either oppose or see no
need for the NRC rule.

Howard Higgins, power finane-
ing analyst for the Tennessee Val-
ley Authority in Chattanooga,
Tenn., says utilities might suffer if
the NRC requires a certain level of
insurance because it would remove
competition from the nuclear in-
surance market, possibly causing
insurance rates to rise.

The TVA operates three reac-
tors at the Browns Ferry Plant in
Athens, Ala, and two reactors at
the Sequoyah Plant in Soddy-
Daisy, Tenn.

“Without the competitiveness in
the primary levels, they (nuclear
insurers) could do just about what-
ever they wanted to (regarding
rdtes),” he says."If you lose that
competitive edge, you're also going
to lose some of your (insurance) ca-
pdeity.”

“It's been beneficial to the elec-
tric utility industry over the years

that ANI/MAERP has had some
competition,” he says, adding that
there has been strong competition
between ANI/MAERP and NML.
“I don’t think either one wants to
see the other one out of business,

“Enormous strides have been
made in the past few years for se-
curing (higher) limits,” Mr. Higgins
explains. “I think they (the NRC)
should- give the utility industry a
little credit for what has been ac-
;:onéyfflished since Three Mile Is-
and.

Dick Hines, risk manager for
Florida Power & Light Co. in
Miami, agrees. FP&L owns the St.
Lucie reactor on Hutchinson Island
and two reactors at the Turkey
Point site in Homestead.

“Some positive things were
learned from TMI,” he says. He
says the accident spawned efforts
to reduce risk faetors, including in-
stalling safety systems and requir-
ing plant ‘operators te complete
training programs. -

“The (insurance) industry has a
proven record of providing in-
creasing limits,” he says. “We feel
these steps to reach the billion-dol-
lar limit are sufficient.”

Mr. Hines suggests that increases
in limits have spurred competition

between the nuclear in-
surance pools, and that
“both ANI and NML have
benefited from the spirit
of competition. It works
in a positive, healthy
way.”

“All the nuclear opera-
tors in the country have
learned a lot from TMI
and have spent a lot of
money trying to prevent
another one,” the TVA's
Mr. Higgins says.

Mr. Higgins acknowl-
edges that if another TMI- ¢
type accident did occur,
losses could be worse than *
those experienced at the
Pennsylvania plant.

“How much (insurance)
is enough?” he asks. “I
don't know, and I don't
think the NRC knows.”

The TVA carries pri-
mary coverage of $450
million on its Browns
Ferry reactors through
NML, Mr. Higgins says.
They are also covered by
a $67 million excess of
$500 million policy through
ANI/MAERP.

The Sequoyah reactors are cov-
ered with $460 million primary

Photo: Florida Power & Light Co.
The NRC rule requires reactor owners to buy the maximum coverage available.
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layer and $67 million in excess of
$500 million, both through
ANI/MAERP.

Mr. Higgins says the TVA in-
tends to purchase an additional $50
million of primary coverage on the
Browns Ferry reactors along with
additional excess coverage from
NEIL at both sites.

Mr. Hines believes one of the
NRC's chief duties is to protect the
public interest in case of a nuclear
accident. “I think there is enough
insurance around now to do that,”
he says.

NML recently increased its pri-
mary limits to $500 million. The $50
million increase by the Bermuda-
based captive is the eighth in its 10
years of operation.

ANI/MAERP currently offers up
to $460 million of primary coverage
and a $67 million layer excess of

$500 -million. Senior Vp Charles -

Bardes says the company hopes to
offer a full $500 million in primary
coverage and $100 million excess of
$500 million by January (BI, March
29).

NEIL’s currrent excess insur-
ance limit is $315 million, although
any excess coverage purchased
from ANI/MAERP counts toward
that limit.

Thus the maximum property in-
surance available on a reactor is
$815 million.

However, some utilities may not
be able to obtain the full $815 mil-
lion in coverage should the nuclear
underwriters not be able to procure
adequate reinsurance.

A nuclear utility risk manager
should buy the maximum amount
of coverage available and doesn’t
need to be told that by the govern-
ment, says another utility official.

“A utility would be a fool not to
get the maximum insurance avail-
able to cover their risks,” says
Peter O'Donnell, assistant treasurer
for the Public Service Co. of New
Hampshire in Manchester, N.H,,
the principal owner of the Sea-
brook Station reactor in Seabrook.
“I think most utilities would get it
(property insurance) whether or
not the government mandates it.”

Mr. O'Donnell says the Seabrook
reactor probably will not be subject
to any rules regulating property in-
surance now since construction will
not be completed for about another
year.

However, Mr. O'Donnell sug-
gests that the NRC should not regu-
late the amount of coverage a util-
ity buys.

“The bottom line is that the
levels of insurance should be a de-
cision of the management of the

utility,” he says.

A Public Service of New Hamp-
shire spokesman adds, “It may not
be necessary to mandate that sort of
thing. Whether or not a rule is im-
plemented, we intend to get ade-
quate insurance to cover our risks.”

A spokeswoman for Consolidated
Edison Co. in New York, which op-
erates one of two active reactors at
the Indian Point plant in Westches-
ter County, says, “While the NRC
does have a legitimate overseeing
role to play, they ought to move
slowly and carefully in requiring
specific dollar amounts of coverage,
and instead let the coverage de-
velop, as much as possible, through
natural markets.”

Con Ed would like to see cover-
age availability expand “but not be
told at a given point how much we
should have at that point,” the spo-
keswoman says.

A spokesman for Public Service
Indiana, the company constructing
the Marble Hill reactor in Madison,
Ind,, says, “We agree that more in-
surance is needed, but we're work-
ing on that ourselves. The question
of the NRC mandating the amount
of insurance is a very complex
question and we're studying it very
closely.”

Representatives from two trade
organization that represent electric
utilities, the Atomic Industrial
Forum and the Edison Electric In-
stitute, both declined to comment
on the specifics of the rule until
they file their comments with the
NRC.

However, an AIF spokeswoman
did say, “We're certainly not op-
posed to high levels of insurance,
but we think there are some prob-
lems in the approach the NRC is
taking.”

Mark Severts, spokesman for the
Public Service Co. of Colorado in
Denver, owner of the Fort St.
Vrain nuclear plant, says the NRC
rule should not apply to the Colo-
rado plant.

Mr. Severts calls Fort St. Vrain
“a unigque beast in the nuclear
field.” Unlike other reactors, Fort
St. Vrain is cooled with helium gas
rather than with water.

He says the NRC has exempted
the Fort St. Vrain plant from com-
plying with certain rulings in the
past because the reactor's “much
safer technology” means that “we
don’t have some of the safety prob-
lems that a hot-water reactor
would have.”

“We feel the NRC should lock at
us differently,” Mr. Severts says.
The reactor currently has property
insurance, he says, but he couldn’t
say how much. ]
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Hospitals consider day care to lure workers

Continued from page 3
area.”

Lankenau is preparing to con-
. duct a formal evaluation of the pro-
gram. But employee feedback is al-
ready very positive, and Ms. Coffey
predicts that “personnel will see
better performances and lower ab-
senteeism.”

Lancaster General Hospital in
Lancaster, Pa., about 80 miles from
Philadelphia, has one of the lon-
gest-running day-care programs in
the area.

The program, which will be 2
.years old in January, is used by
.about 100 employees, with 140 chil-
dren enrolled.

“We leased. an old:elementary

handles hiring. We (the hospital)
provide an overhead subsidy to
keep the cost down.”

Lancaster General found that
89% of its workforce were women
and established the child-care pro-
gram to lower its employee turn-
over rate, The program costs the

- hospital $60,000 to $90,000 a year.

Employees pay $1.40 an hour for
the first child, with discounts for
‘each additional child. No employee
pays for more than 40 hours a week
of care, although the center is cpen
from 6:30 a.m. to 6:30 p.m. Monday
through Friday.

“The program has been an over-
all positive influence,” Mr. Cooley
said, “There have been a number of

- school a couple of blocks away
from the hospital and-contracted
with the YWCA to manage the
center,” said Nevin Cooley, the
hospital's administrative assistant.
“The YWCA designed the pro-
gram, establishes the' policies and

people who said their primary
choice was day care in their deci-
sion to'stay with the hospital.”
Abington Memorial Hospital in
Abington, Pa., 27 miles from Phila-
delphia, has been trying, without
suceess, to establish a child-care
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program for almost three years.

“We have 2,000 employees and
when we did our needs survey, we
had 200 children that needed day
care,” said Maureen Crusco, a utili-
zation technician who has helped
spearhead the proposal.

After cost considerations capped
attempts to open a day-care center
at the hospital, Abington Memorial
began a cooperative program with
a nearby YMCA.

Under the agreement, the hospi-
tal said it would provide $20,000, or
about half of the start-up costs, and
initially place 45 children in the
program.

But after neighbors objected to
the establishment of a day-care
center large enough to accommo-
date the hospital's need, the local
zoning board sharply curtailed the
center’s plans and the hespital may
pull out of the project entirely.

“We are in a state of limbo right
now,” Ms. Crusco said. “There is no
day-care center within a radius of
25 miles that offers infant care. But
the zoning commission said we
could not expand to a weekend
program or offer two shifts, which
we eventually wanted to do.”

The hospital committee oversee-
ing the day-care projec: will meet
Sept. 8 to decide whether to go
ahead with the joint program.

Nearly 18 months ago, Carol
Hegh-Vinci, an infection control
specialist at the Presbyterian-Uni-
versity of Pennsylvania Medical
Center, began a feasibility study
into child-care as a possible benefit.
The hospital wanted both to recruit
new employees and retain the ones
already on the staff of the inner-
city hospital.

“We tried to see what the needs
were and had about 45 people who
expressed an interest in using child
care if it was available,” said Ms.
Hegh-Vinci.

After reviewing all the cost and
regulation requirements for an on-
site day-care center, Ms. Hegh-
Vinei began to explore other op-
tions for the hospital.

“What we have done is to tie in
to a new facility which is three
blocks away,” she said. “Right now,
our role is just making the employ-
ees aware of the program. We are
not providing any money, but we
are looking at a cafeteria-style ben-
efit program...and child care
would be included in that pro-

IRS rules expected soon

WASHINGTON—Many employers are awaiting lptemal
Revenue Service regulations governing corporate child-care
programs before they consider offering child-care benefits.

The IRS expects to issue regulations based on the child-care
provision of the 1981 Economic Recovery Tax Act within the
next few weeks after final approval is received from the Trea-
'sury Department, where the regulations are being reviewed (BI,
June 21). )

While the regulations are expected to fairly closely parallel
the provision in last year’s tax law, employers have been reluc-
tant to launch employee child-care programs before the IRS
guidelines were firmly established.

Essentially, the 1981 tax law allows employees to exclude
child-care assistance from their employers from their taxable
income,

Prior to the enactment of the law, employer child-care assis-
tance was considered part of an employee's ta_xable income,
making day care a less-attractive employee benefit.

The provision generated hundreds of queries from corpora-
tions exploring child-care options to the Washington-based Na-
tional Assn. for Child Care Management, a group representing
But concrete steps in providing
employer-sponsored day-care benefits have been slowed as cor-
porations waited for the IRS regulations. )

“There has been unbelievable excitement and interest among
corporations looking at child care as : :
Rogin, the association’s executive director. “But business is ap-
proaching it very cautiously (until the IRS regulations are es-

commercial day-care centers.

tablished).
“We are advised by
varied from the law.”

Corporations that want to develop child-care assistance pro-
grams for employees expect the regulations to provide more
details on how to establish a qualified program.

Options for companies considering child-care benefits are
broad. The assistance can range from on-site day-care programs
to direct company subsidies for outside child-care costs. How-
ever, the new law requires that a corporation must develop a
written plan outlining the program for the benefits to be tax-de-

ductible.

IRS that the regulation is not much

a benefit,” said Carole

gram.”

Presbyterian chose to make use of
The Institute for Scientific Informa-
tion Caring Center for Children &
Parents, a developmental center
scheduled to open in. September. Of
the 168 spots available,
the hospital reserved and is expected
to fill 30 the first year.

An-advertisement the hospital ran
to promote the center generated im-
mediate responses from employees:
17 called and seven signed up for the
program, including Ms. Hegh-Vinci.
There were also calls from several
other area hospitals interested in the
program Presbyterian was offering
its employees.

The cost of the program to par-

ticipating employees will
range from $108 per week for
infants to $78 per week for
toddlers.

“The center is expensive
and not for everyone,” Ms.
Hegh-Vinei said. “But it is not
out of reason for the profes-
sional staff and the profes-
sional nurse. These groups ex-
pressed interest (according to
the feasibility study) and it
meets their needs.

“It’s too early to tell how this
will ‘affect recruiting,” she
added. “But we are having a
baby boom here and we are
seeing a tremendous need for
quality infant care.” [

Pennsylvania appeals comp award

By EILEEN NORRIS

HARRISBURG, Pa.—The State
Workmen's Insurance Fund is ap-
pealing a $65,000 award to the for-
mer chairman of the state’s Liquor
Control Board, who suffered a
stroke after arguing with distillery
salesmen trying to push their prod-
ucts.

Henry H. Kaplan successfully
claimed that the stroke he suffered
in November 1978 was caused by
stress, tension and anxiety from his
job as chief of the state-operated li-
quer store network.

A state referee ruled in early Au-
gust the incident was job-related
and said Mr. Kaplan was under

‘great stress, stemming in part from
.an investigation of the Pennsylva-

nia Liquor Control Board.

‘Gov. Milton J. Shapp, a Demo-
crat, appointed Mr. Kaplan to the
post in 1975.

Mr. Kaplan testified at a hearing
on his work comp claim that he be-
came upset when the FBI ques-
tioned him about irregularities in
Mr. Shapp's unsuccessful race for
the 1976 Democratic presidential
nomination. Mr. Shapp left the
governor’s office in January 1979.

Mr. Kaplan said he was also dis-
turbed by the June 1978 conviction

"of a former legislator, Robert E.

Bellomini, who was found guilty of
taking kickbacks in a liquor ware-
house scandal. Mr. Kaplan was
called to testify at the trial.

The referee ruled that part of Mr.
Kaplan’s job pressure-resulted from
liquor salesmen who tried to con-
vinece him to agree to purchase li-
quor that was not selling in the
state stores.

Mr. Kaplan suffered his stroke
after a heated discussion with the
salesmen,

The referee also said that Mr.
Kaplan “had been working under
great stress in part from the ongo-
ing investigations” that caused him
“great anxiety, concern, pressure
and stress.” :

But the State Workmen's Insur-
ance Fund, in appealing the case to
the Workers Compensation Appeal
Board, said the claimant’s stroke
was a result of heavy cigarette
smoking and a family history of
cardiovascular disease.

'The state’s physician said there
was no connection between the
stroke and Mr. Kaplan's pressures
on the job.

The state referee awarded Mr.
Kaplan $213 a week in workers
compenstion benefits, the maxi-
mum allowable in 1978.

The total award, including
the retroactive weekly bene-
fits, 10% annual interest and
$20,000 in medical bills, totaled
about $65,000.

SWIF, in its appeal of the
lump-sum award, asked the
appeals board to bar payment
of the claim until it hears the
disputed case. No hearing date
has been set. a

Pension group
elects officers

DETROIT—Eugene L.
Loren, director of personnel
services at Kelsey-Hayes Co.,
is-the new chairman of the
Michigan Chapter of the Mid-
west Pension Conference.

Other newly elected officers
include:

e Vice chairman—Richard
G. Hale, manager of employee

.. benefits at Fruehauf Corp.

@ Secretary/treasurer—
Wendy R. Good, pension plan
administrator for the Sisters of
Mercy.

® Membership chairman—
Frank E. Herz, assistant man-
ager of the -Detroit oifice of
Aetna Life Insurance Co. (]
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agent/broker topics

A REGULAR EDITORIAL SECTION EXCLUSIVELY FOR AGENTS AND BROKERS

k

By
DONNA LEIGH YANISH

As insurers’ finanecial re-
sults continue to weaken,
some agents and brokers

are building protection from
the unstable underwriting
storm they expect.
Following the examples set by
corporate risk managers, agents
and brokers are starting their
own offshore subsidiary insurance
companies to guarantee stable mar-
!" kets and maximize profits with rein-
surance.
These new reinsurance companies are
different from the insurance companies
owned by agents or brokers who have
diversified into underwriting like
Whiting National Insurance Co,,

f‘{__ . operated by Poe & Associates;

- "\ N @ Southern American Insur-
f i, ance Co., owned by E.H.
P S Crump Cos. Inc.; and Union
: i a ;\\‘\ Indemnity Insurance Co.,

| 4 "‘ \ owned by Frank B. Hall &

e % Y Co. Inc. The recently
formed agency captives, as
they are known, are
usually designed to reinsure
a portion of the business of the
agent's or broker’s clients.

.

-~ A place in the sun?

Agents hope captives will build markets, profits

More than 50 agency captives with a total
premium volume of about $500 million have
already been established, according to esti-
mates based on information from a number
of consultants working with agents to incor-
porate their captives.

Insurance authorities estimate about 20 of
the agency captives were incorporated in the
Cayman Islands in 1981 (BI, April 6, 1981).

The agent-owned captive reinsurance
companies are “the coming thing,” says
Dodd Young, president of Rowan-Wilson In-
surance Services in Pasadena, Calif. Re-
cently purchased by Corroon & Black Corp.,
Rowan-Wilson is partial owner of a Ber-
muda-based captive (see story, page 28E).

About 20% of the agency's $15 million pre-
mium volume flows to the captive, not all of
which is retained, Mr. Young notes.

Not all agency captives are exactly alike.
While many operate in a similar manner,
there may be unique characteristics depend-
ing on the needs of the agency, or agencies in
cases where several have joined together to
form a captive insurance company.

A typical agency captive is originally
designed as a reinsurance facility for a select
portion of the owner’s book of business,
usually the risks the agent understands best.

After incorporating the subsidiary, either
on- or offshore (see story, page 28D), the
agency establishes a fronting arrangement
with a domestic, licensed insurer.

All of the agency's risks
that will flow to the captive
are placed with that admit-
ted insurer. Then the do-
mestic insurer reinsures all
or some of that risk with the
agency captive. The captive, in
turn, may retrocede some of its
portion of the risk to other rein-
surance markets.

This structure, agents and consul-
tants say, allows agents more marketing
leverage with their insurers and also
helps the agents earn the equivalent of a
profit-sharing bonus in the form of re-
insurance profits.

Variations may include direct under-
writing of some risks and eventually al-
lowing other agents to place risks with
the agency captive.

These basic structures and variations
parallel the organization of captive in-
surers formed by corporate risk manag-
ers. In faet, the method for establishing
an agency captive is “identical to put-
ting together a corporate captive,” ac-
cording to David P. Delaney, partner in
Delaney Offices Inc., a New York
company that helps agents design
and incorporate captives.
“The mechanics are the .
same,” he notes.

Continued on next page
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Agents forming captives for their own use

Continued from previous page

But while agency captives share
common characteristics with their
longer-established corporate cous-
ins, the agency insurers also differ
in some important ways. Most
striking is the nature of the risks
that flow to the captives.

Corporations establish captives
as a marketplace for their own
risks while agents use them for
their own books of business,

That difference can have an
advantage for the agency captive,
notes Donald F. Muldoon, presi-
dent of Donald F. Muldoon & Co.
Inc. in New York, who works
closely with Delaney Offices.

“With a single-owner corporate
captive, if the risk manager is
doing a good job, (he or she) is re-
ducing losses, and therefore reduc-
ing premiums, and that means less

income to the captive,” he says.

“That's not true for agency cap-
tives,” Mr. Muldoon continues. “If
the owner (of the agency captive) is
doing a good job, the captive is ex-
panding” as the agent is bringing in
more business to the insurance sub-
sidiary, he says. “The market po-
tential is virtually infinite.”

While an agent benefits from
placing profitable risks in a subsidi-
ary captive, “very few agents put
their entire book in the captive,”
Mr. Muldoon says. “It's not un-
usual, for example, for an agent to
have a $7 million book of business
and yet to put only $5 million of
that into the captive,” he explains.

Other industry observers say that
agents may place far less of their
book with their captive insurer.
What business flows to the captive
depends on the characteristics of

the agent’s cliants and experience
with thei- risks, says Andrew
Barile, chairman of Andrew Ed-
wards & Co. Ine. in New York, who
has helped design agency captives
and written two books on captives
that include discussions of agency
captives.

Several eriteria must be consid-
ered when deciding what risks
should flow to an agency’s insur-
ance subs:diar¥, Mr. Barile notes:

@ Risks in an agency captive
should be fairly homogeneous, as
common characteristies can in-
crease the stab lity of the program.

Many agency captives are owned
by agents who specialize, for exam-
ple, in restaurant or general avia-
tion risks.

® Clien:s whose risks are in-
sured o reinsured by the captive
shouldn’t be extremely price-sensi-

tive, While the agent captive owner
“shouldn’t take away his competi-
tive advantage, he should consider
the client,” Mr, Barile says. “If (the
cliant) wants the cheapest price, we
don't want (the risk) in our pro-
gram.”

® Because stability is a key to a
successful agency captive, risks in
the program should have a predict-
able loss history. The business
skould show consistently good loss
ratios.

The position of the underwriting
manager in the agency insurance
program is an important considera-
tion, he adds.

While the president of the
agency may be the major decision
maker at the outset of the captive
venture, an underwriter may be
hired after the program is up and
ruaning, he says.
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“There has to be someone to be a
buifer between the seller and the
underwriter,” he notes.

And an agent whose strongest
skills are in sales shouldn’t be in
charge of the underwriting opera-
tion, Mr. Barile contends.

“Agency captives should have
people who would play devil’s ad-
vocate with an account,” Mr. Barile
says. The agency captive’s un-
derwriter must be critical of every
potential risk for the captive, he
explains.

For example, an agent should not
try to convince the underwriting
manager that the risk he or she
feels is terrible should be placed in
the agency captive, Mr. Barile con-
tinues. That could be dangerous.

Another consultant on captive
agency design agrees. “We're very
careful with who is doing what to
whom,” says Richard Whynot,
president of Reliance Risk Manage-
ment Ine., a subsidiary of Reliance
Insurance Co. in Philadelphia.

The agency captive must have
professional management, Mr.
Whynot contends. “If an agent is a
superb salesman, he must turn the
captive over to someone else. One
can't serve two masters.”

Keeping production and under-
writing functions separate is more
important in some cases than in
others, contends Mr. Delaney. An
agency that has served as managing
general agent in the past already
has experience with underwriting,
he notes. It isn’t as important in
that agency to keep the functions
separate.

An agency that has focused only
on production in the past, however,
“always needs to hire an un-
derwriter who's separate and dis-
tinet” from the sales department,
Mr. Delaney says.

Despite Mr. Barile's contention
that agencies should maintain a
policy of “separation of power” be-
tween sales and underwriting
within the captive, Mr. Delaney
says that agents do make good un-
derwriters.

“Agents usually are better un-
derwriters than underwriters
themselves,” he contends, explain-
ing that when quoting a rate, an
agent has access to other un-
derwriters’ viewpoints. “He’ll
know the rates of all the competi-
tion.”

Generally, agents setting up cap-
tives are very experienced, Mr,
Barile says. The average number of
years in selling insurance among
Mr. Barile’s clients is probably
more than 20, he notes. “They
know the markets and competition,
and make the decision (on appro-
priate rates) everyday.”

That experience comes through
when the agents are structuring
their captives, Mr. Barile adds: “In
many cases, agents have told me
what underwriting guidelines to
m.“

As agents enter the underwriting
and reinsurance world, they’ve met
mixed receptions from direct insur-
ers.

Some insurers, like Reliance, as-
sist agents is setting up captives and
others, including The Central Na-
tional Insurance Co. of Omaha,
Neb., easily agree to front for
agency captives.

But many insurance companies,
including Aetna Life & Casualty
Co., say they haven’t been ap-
proached by any agents setting up
captives or are unaware of the
agency captive movement.

Still others are actually hostile to
the concept, industry watchers say.
“Insurance companies feel terrible
about (agency captives),” Mr, De-
laney says. “Only a handful of (in-
surance) companies recognize the
captive movement for what it is.”

The insurers that do recognize
the trend are participating, Mr. De-

Continued on facing page
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laney continues. “The few (insur-
ance) companies that do know
what’s going on feel they should get
in on the ground floor.”

Added competition is one reason
why insurers may be skeptical of
agency captives, one insurer says.
Insurance companies are con-
cerned that they will be left with
only the poorest risks while the
agents place the best risks in their
own captives, he says.

When Swank Insurance Agency
in Waukegan, Ill,, began its insur-
ance subsidiary, Statewide Insur-
ance Co., “Our markets were origi-
nally skeptical,” says Ralph W.
Swank Jr., secretary for the Illi-
nois-domiciled Statewide. Yet none
of the agency’s insurers wanted to
end their relationship with Swank.

The agency was able to overcome
that skepticism, Mr. Swank notes.
“By maintaining our good loss
ratios with all our markets, we dis-
pelled their misconceptions.”

Agents who own captives must
be careful not to place the best risks
in their own captives at the ex-
pense of its other markets, one cap-
tive manager says. An agent must
maintain good relationships for
risks that don't fit in the captive.
“You don’t burn underwriters very
long before they pull out,” he notes.

One agent who is a partner in a
Bermuda-based captive says he
hasn’t had any negative feedback
from the agency’s usual markets.
The captive, Western Fire & Casu-
alty Insurance Co. Ltd., which has
a written premium volume of about
$6 million, underwrites smaller
risks than most of the insurers its
parent agencies represent, says
Elton George, president of Elton
George & Co. of San Antonio.

The offshore insurance company
was formed to write smaller excess
and surplus lines risks that the
partners’ markets weren’t in-
terested in writing, like small lines
of physical damage and special lia-
bility coverages, Mr. George notes.

“If anything, (owning the agency
captive) has helped relationships
with insurance companies. They
realize we have expertise.”

The potential for negative reac-
tions from insurance companies
may be one of the reasons why
many agents don’t talk about their
captives. “Most agents don’t feel it's
necessary for people to know they
have an offshore company,” Mr.
Barile notes.

While captives domiciled in Ber-
muda must allow the public access
to information about who owns the
corporations, the information isn’t
public record in the Cayman Is-
lands or the Bahamas. And even
agents with Bermuda-based cap-
tives aren’t shouting it from the
rooftops.

Agencies' plans for the captives
also may help explain the low pro-
file. Owners may view themselves
as potential competition to their
current markets. The agency-
owned insurers at least have the
potential for growing large enough
to eliminate the fronting arrange-
ment and underwrite risks directly,
Mr. Delaney says.

Today, agency captives are far
from being a major threat to the
large insurers. Although no one can
actually pinpoint the net worth of
the largest agency captive, industry
watchers agree that none are on the
verge of entering the admitted
market as a major force.

But even if agency captives re-
main relatively small, a large
number of them could grab a sig-
nificant chunk of the market. And
predictions vary on how many
agencies will follow the captive
trend.

“Market incentives aren’t there”
to entice agents into starting cap-
tives, contends Jim F. Buchanan,
president of Buchanan Manage-
ment Co. in Cocoa, Fla., who has
helped design captives for associa-
tions.

With so much competition al-
ready in the marketplace, agents

are already just trying to keep their
current position, he says. “I don't
see a ton (of agency captives) com-
ing in the next couple years.”

Agency captives also won't
spread as fast as traditional corpo-
rate-owned captives because agents
and brokers are relatively stable in
their jobs compared with risk man-
agers, Mr. Barile adds.

Risk managers move from job to
job, he notes. They spread the word
about captives and may even set up
a captive for each company that
employs them.

The agent/broker field isn't as
mobile, Mr. Barile notes. “People
stay at their jobs, and the concept
isn’t spread around as much.”

Yet, others say, if agency cap-
tives are successful, captive owners
can’t keep their success under
wraps. Word gets around,

Like their captive corporate
cousins, profitable agency insurers
will have to make room for other
agents who are ready and willing to
take the risk. ]
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Seek advice before forming a captive

Have you helped your risk man-
agement clients set up captive in-
surance companies?

If you have, you shouldn’t have
too much trouble putting one to-
gether for yourself with a little
help from legal, financial and tax
experts.

Both on- and offshore domiciles
regulate the incorporation process
for agency-owned captive insurers
with the same laws used for other
other captive insurance companies.

But while the structures of
agency- and non-agency-owned
captive insurers are similar, many
agents who have set up their own
risk-taking subsidiaries have used
consultants to help with the nu-
ances of putting together the cor-
poration.

An agency, especially one with
only a few million dollars in pre-
mium volume, probably doesn’t
have all the expertise needed to set
up a captive within the company,
one agency captive owner notes.

And, if the agency does have the
lawyers, accountants and actuaries
on staff, they most likely can’t pour
their effort into a project for the
agency and still fulfill other client
obligations, he adds.

But help is available to agents in-

Mr. Barile

terested in establishing insurance
subsidiaries. A few companies that
work with businesses incorporating
captive insurance companies have
experience with assisting in estab-
lishing agency captives.

Andrew Edwards & Co. Inc. in
New York has helped about 30
agents set up insurance subsi-
diaries.

The first step is usually one of
the most difficult, notes Andrew
Barile, chairman of Andrew Ed-
wards. The prospective captive
owner must supply a list of histori-
cal and financial information to be
used for a feasibility study, he says.
While the data usually exists
within the agency's books, “most
agents don’t want to analyze the in-
formation,” he says.

Pulling it all together can be
very time-consuming, Mr. Barile
continues. The data must include
such statistics as the amount and
specifics of each loss on the
agency's books broken out by
classes of business.

A feasibility study needs “three
years of good, solid premium loss
experience,” agrees Jack Hoffman,
president of Southwest Insurance
of Austin in Austin, Texas, who has
assisted agents in setting up their
own captives. “The feasibility study
is really the backbone” of the
project and has to be based on
strong evidence, he says.

Steps in the study should in-
clude:

@ Reviewing the financial state-
ment to assess stability and
strength. The potential captive
owner should consider size, inher-
ent risks, net current assets and
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current ratios, operating revenues
and surplus.

® Evaluating loss and exposure
experience. This step includes ana-
lyzing not only the details of all
past losses, but also types of losses
expected, potential loss levels, rate
structure and the effect of experi-
ence modification.

@ Determining retention levels.
Examine limits established for ex-
cess insurance and reinsurance.

® Evaluating the amount of cap-
tial needed for investment and the
potential return on investment.
This should include both the funds
needed for reserve requirements
and paying off losses and adminis-

tration costs, one consultant notes

All costs should be considerad, he
emphasizes. “Don’t have a financial
commitment in the captive that
will be a financial burden on the
agency unless it writes (its entize
book) into the captive,” he advises.

Only a portion of an agency’s
book of business will flow through
the captive.

® Deciding the type of company
form to be used. Should the agen>y
issue stock in the captive? Who will
the agency offer the opportunity to
invest? Some agency captives offer
a class of stock to policyholders (see
story, pege 28E) while others opan
it up to other agencies to form tae
captive.

® Considering the location of
the domicile. Should the agen:-y
captive be incorporated in the
United States or offshore? Where?

‘The feasibility study is
really the backbone’ of
a captive project,
Mr. Hoffman says.

This decision may add significant
transportation costs to the ongoing
project.

® Putting the tax implications
under a microscope for close scru-
tiny (see story, page 28H).

® Projecting fronting insurer
costs, including both availability
and considerations. Some insurers
are active in assisting agents with
their captives while others haven't
gotten involved (see story, page

28A).

® Considering who will manage
the captive for the agency. Should
the agency use staff management
or hire an outside manager?

@ Investigating the process by
which policies will be delivered,
based on local regulations.

® Determining claim and loss-
control services the agency captive
will utilize. The potential captive
owners must decide if they want to
use agency staff or outside re-
sources for these tasks.

® Researching availability of ex-
cess coverage and reinsurance. Is
what's available affordable?

The feasibility study may or may
not indicate that the agency should
plunge on ahead into a captive in-
surance company project, Mr. Hoff-
man notes. If not, the agent can ei-

Continued on facing page
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ther alter some of the plans to scale
down the proposed project or serap
the idea altogether—at least until
some of the adverse factors change.

If the feasibility study indicates
that a captive insurance subsidiary
could be advantageous to the
agency, the next step is to put some
of the factors from the study into
action, Mr. Barile of Andrew Ed-
wards says.

The next step is to design a pro-
gram. How the program will pan
out depends on the agent’s book of
business and traditional markets,
Mr. Barile says.

In this step the agent goes back to
the insurer to set up a fronting ar-
rangement. Be prepared to have to
chose a different insurer than the
one who already underwrites at
least a portion of the business that
will now flow through the agency
captive, Mr. Barile notes. All poli-
cies that go through the agency’s
captive are issued by the same in-
surer.

‘Problems set in when (captive owners) think
that once the captive is implemented, the process
is over. Agency captive owners must continually
monitor the program,’ Mr. Barile emphasizes.

Once a fronting relationship has
been established, the agent and in-
surer work together to design a re-
insurance program for the agency
captive, chosing the reinsurers to
take all or part of the agency cap-
tive's risk, Mr. Barile continues.

“The agent now knows where
(his or her) book of business is
placed,” he notes. That information
hasn't always been available, he
adds.

In a traditional relationship be-
tween an agency and insurance
company, it may not be known
who reinsures the risk of the
agents’ clients.

While establishing the reinsur-
ance program, the agency decides
what formula to use in retaining
some of the risk, Mr. Barile says.

Some agents are using a quota-
share formula, he says. Using this
formula, the agency captive takes a
certain percentage of the entire
risk and retrocedes the remainder,
he explains.

For a $1 million general liability
policy limit, for example, the
agency captive would participate to
a certain percentage, say 5%, and
retrocede the remaining $950,000 to
the reinsurance market.

Other agents are using the ex-
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cess-of-loss formula for their cap-
tive insurers, Mr. Barile says. Using
this formula, the agent simply re-
trocedes all of the risk above a cer-
tain amount. So, for example, with
a $1 million policy, an agency cap-
tive with a $25,000 limit would par-
ticipate to that amount and retro-
cede the remaining $975,000.

An agent chooses one of these
techniques using Yata from the fea-
sibility study, Mr. Barile notes.

The final step in setting up an
agency captive is capitalizing the
insurance subsidiary following the
regulations and procedures for the
jurisdiction, Mr. Barile says. Also
included at this point is formally
establishing a relationship with the

_ captive manager.

If the agency has been thorough
with the steps leading up to this
point, this step should go smoothly,
Mr. Barile says.

How long the.entire process
takes varies depending on how
well-prepared the agency is and
how much business the principals

plan for the project, according to
those who have assisted agents in
setting up captives. The average
length of time to establish a captive
is about four months.

The project doesn’t end with the
agency captive up and running, Mr.
Barile stresses. “Problems set in
when (captive owners) think that
once the captive is implemented,
the process is over,” he says.

“Agency captive owners must
continually monitor the program,”
Mr. Barile emphasizes. Information
used in establishing the agency
captive may change, he says.

If, for example, fronting fees are
too high, they must be renegotiated
upon renewal, Mr. Barile suggests.
“Or, the reinsurance program may
change as the size of the captive
changes.”

An agent must keep a sharp eye
on the captive insurance company
so that a program designed to in-
crease the profitability of the
agency continues to do so as the
market changes, he notes. n
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Captive formed
for stability

PASADENA, Calif.—Pro-
viding a stable marketplace is
important for agents and bro-
kers specializing in animal
mortality insurance.

That need spurred Rowan-
Wilson Insurance Services to
incorporate a captive insur-
ance company early this year,
says President Dodd Young.

The agency wanted to stabi-
lize both the marketplace and
the price for its clients in
many aspects of the horse in-
dustry, he says, and the cap-
tive insurance company is a
means to that end.

By participating in the mar-
ket, the agency, through its
captive, can help prevent cli-
ents from losing their insurer
and, therefore, coverage. It can
also protect clients from wild
price fluctuations, he adds.

Rowan-Wilson, which was
recently purchased by Corroon
& Black Corp., actually owns
50% of the voting stock in Thor-
oughbred Insurance Co.

The Hartford Insurance
Group owns the rest of the
voting stock and its subsidiary,
Hartford Fire Insurance Co,, is
the named insurer on policies
reinsured by Thoroughbred.

The captive is managed by
Abbey Overseas Group, a Ber-
muda-based management
company owned by Hartford.

Along with Rowan-Wilson
and Hartford, policyholders
also share in the ownership of

| the new insurance company, |
Mr. Young notes, though they
do not have a vote in the cap-
tive's management.

Holders of both classes of
stock, voting and non-voting,
share in the liability for losses,
he says. And client sharehold-
ers, with a more stable mar-
ketplace, have the potential
for a return on investment.

They receive dividends and
have first claim on the assets
of the new corporation upon
liquidation. .

Allowing pohcyholders to
participate in their own insur-
ance program was one of the
reasons Hartford was in-
terested in the program, says
Vp John F. Donahue.

The insurer's “good reputa-
tion"” in animal mortality risks
was one reason the agency ap-
proached Hartford, Mr. Young
says. However, less than 50% |
of the risks now placed with
the captive were placed with
Hartford before the fronting

arrangement was estabhshed
he adds. . !
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Agents must weigh
both pros and cons
of forming a captive

Da the advantages of an agency
captive insurance company out-
weigh the disadvantages?

That depends on the agency's
book of business and the market
conditions it faces, according to
agents who already own captives
and consultants who have helped
agents establish insurance subsi-
diaries.

Some owners of agency captives
may enjoy advantages that other
agents don't, depending on their
bus.ness, one consultant notes,
while other advantages and disad-

‘vantages are virtually shared
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across the board under today’s
market climate:

® Potential profits are the most
obvious advantage for agents who
own captive insurers, the consul-
tant says. By participating in the
underwriting of the clients’ risks,
an agent can realize investment in-
come directly, he explains.

Many agents welcome that op-
portunity as preferable to waiting
for contingency commissions from
the insurers that previously solely
underwrote the risks.

® Stability is another advantage
to agents who own captive insur-
ance subsidiaries, notes David P.
Delaney, partner in Delaney Of-
fices Inc., a New York company
that has helped agents incorporate
their own captive insurance com-
panies.

Agents don’t have to worry about
losing their markets for their key
clients or classes of business, he
explains. They have more control
over the marketplace because they
participate directly in under-
writing.

The advantage of having a stable
marketplace for risks benefits the
clients, too, Mr. Delaney notes. “If
an agent owns a captive insurer
that provides him stability, he also
creates stability for all his clients”
whose risks are placed in the
agency captive,

® A captive insurance subsidi-
ary may lend an agent an opportu-
nity to do estate planning, Mr. De-
laney says. “Most agencies are
closely held,” he notes. “That (lim-
ited ownership) prohibits them
from giving stock ownership to key
employees.”

But, by giving key employees
ownership in a captive subsidiary,
an agent can provide the benefit to
employees while still maintaining a
tight rein on the agency's owner-
ship.

® A captive insurance company
subsidiary can give an agent flexi-
bility in underwiting, notes Elton
George, president of Elton George
& Co. in San Antonio, Texas, one of
three agencies that own Western
Fire & Casualty Insurance Co. Litd.

The Bermuda-based insurer “ex-
pedites the writing of risks that
don’t fit treaty guidelines,” he
explains.

Mr. George and his partners
formed the insurance company to
gain that advantage, he notes. They
formed Western Fire “to write
smaller excess and surplus lines
risks that (their) markets weren't
interested in,” he explains.

® Owning a captive insurer can
teach an agent the ins and outs of
the reinsurance market, says An-
drew Barile, chairman of Andrew
Edwards & Co. Inc. in New York.
“That’s one of the most important
advantages of an agency captive.”

Continued on page 28J

errors&
omissions

® The insurer training a young
producer for Insurance Manage-
ment Associates Ine. was incor-
rectly reported in last month'’s arti-
cle “Hiring and training producers
isn't easy” (BI, Aug. 2). The insurer
is United States Fidelity & Guar-
anty Co. [
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Continued from page 28H

The agent learns the nuances of
underwriting and reinsurance and
becomes more aware of concerns
other than price, Mr. Barile
explains.

“The reinsurance market plays
an important role,” he notes. “But
today, an agent goes to the insur-
ance company, and (the insurer)
won’t tell the agent how (it) rein-
sures” the risk the agent places
with the insurer.

The process of setting up a cap-
tive insurer teaches the agent the
reinsurance procedure, Mr. Barile
comments.

“It's no different than what risk
managers learned 20 years ago.”
eee Owning an insurance company
subsidiary isn’t without disadvan-
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Agency captives provide
lessons in reinsurance
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tages, agency captive owners warn:

® One disadvantage is that the
agent captive owner could sustain
an underwriting loss, says Richard
Whynot, president of Reliance Risk
Management Inc., a subsidiary of
Reliance Insurance Co.

The agency could run into prob-
lems if its captive insurer doesn't
have adequate capital, he says. Fi-
nancial problems can also stem
from not properly picking rein-
surers on retrocession.

® Traditional markets’ concern
over an agency-owned captive can
be a disadvantage to the agent at
the beginning of the captive’s life,
says Ralph W. Swank Jr., secretary
of Statewide Insurance Co., a subi-
diary of Swank Insurance Agency
in Waukegan, I11.

Agents who own captive insur-
ance companies may have to prove
to their insurers that the agents
aren't placing all the best risks in
their own captives at the other
markets' expense. Agents can
prove that point to skeptical mar-
kets over a period of time, Mr.
Swank says.

® Policyholder skepticism may
be another hurdle for an agency
captive owner, according to Mr.
George. Some policyholders are re-
luctant to have their risks placed

A disadvantage of a
captive is the the chance
of an underwriting loss,
Richard Whynot says.

with a Bermuda-domiciled com-
pany, he says.

® Agency-owned captive insur-
ers are also at a disadvantage be-
cause they can't compete with li-
censed insurers by underwriting
standard risks, a consultant notes.
While the potential is present for
an offshore insurance company to
grow large enough to join the ad-
mitted market, they currently must
work through a fronting arrange-
ment, he says.

® Additional tax considerations
may be another disadvantage for
the agency-owned captive insurer,
according to James Cameron, part-
ner in the New York law firm of
Baker & McKenzie.

The Internal Revenue Service
may raise the question of arm's-
length pricing, he says. The IRS
may question whether the agency
that owns a captive is accepting a
smaller commission up front be-
cause the insurer issuing the poli-
cies for the captive is reinsuring the
risk with the agency's captive, he
explains.

® Groups of agents who jointly
own a captive insurer may run into
a tax problem when structuring the
captive insurance project, Mr. Ca-
meron adds.

Most agents who participate in a
captive are looking for a share in
the ownership tied into premium
volume and relative profitability,
he explains. All owners may start
at relatively equal positions.

But, he continues, some agents
may bring more business to the
captive than others, or some may
bring in more profitable business.

“This may cause hard feelings
among the partners and make it
difficult to keep the group to-
gether,” Mr. Cameron says.

Potential grounds for dissention
is one disadvantage single-agent
captive owners don't face, Mr. Ca-
meron adds. =
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Independents reappear after big brokers divest

By DAVE GALANTI

Every appetite has its limits.

Five years ago, during a high-
growth cycle for commercial agents
and brokers, it would have been
unthinkable for a major national
brokerage to sell agencies it had
earlier acquired.

Today, albeit on a very small
scale, several former independent
agents and brokers across the coun-
try are returning to that status after
they are divested by larger firms.
But it will not become a trend, the
national brokers say.

So far this year, Alexander &
Alexander Services Inc. has sold
offices or portions of offices in
Louisville, Ky.; Wichita, Kan.; and
North Caroclina. Chief executives of
a Bayly, Martin & Fay subsidiary
in San Diego, Calif,, also split off
from the parent to reform their
previous independent agency.

At Alexander & Alexander, ex-
ecutives admit that the sale result-
ing in formation of Gordon &
Brown Insurance Agency in Louis-
ville and the purchase of A&A of
Kansas by Insurance Management
Associates Inc. in Wichita came on
each other’s heels. The proximity.
however, does not indicate a trend,
they say.

“The circumstances in Kansas
and Kentucky were unique,” says
Frank W. Wieczynski, A&A’s se-
nior vp for non-insurance services
and former chief of the A&A ac-
quisition unit.

“In the Louisville case, we got
into the market with a smallish
firm and then made a big buy in
Nahm, Turner, Vaughn & Lan-
drum. Based on the feelings of the
individual who owned the first
firm we acquired, we had to make
a change.

- “We're certainly not doing an of-
fice-by-office survey of who to sell
or anything like that,” he adds.

“It's by no means a trend, but we
have to do it (sell off agencies) from
time to time,” adds A&A Chairman
John A. Bogardus Jr. “For exam-
ple, we acquired some seven offices
in North Carolina, including a cou-
ple of personal lines offices in small
towns.

“Obviously, personal lines in
small towns is not what we are
about. As a result, we sold them off.

We have no general plans to sell off -

agencies, but when we have a rea-
son—as we did in Wichita—we
will,” Mr. Bogardus says.

In Wichita, A&A had lost some
accounts to Insurance Management
Associates, including The Coleman
Co. Inc., a large Wichita-based
manufacturer of outdoor equip-
ment. The office had also been los-
ing market share, dropping over

fime from $12 million in premium:

volume to $3.5 million (A/BT, Aug.
2).

IMA President William C. Cohen
Jr. said the move allowed IMA to
hire quality personnel and added to
the independent’s strength.

In Louisville, Bernard Gordon,
new owner of Gordon & Brown In-
surance Agency, would not com-
ment on the change. He said, how-

ever, that he would be “selling in-.

surance, just as before.”.

Bayly, Martin & Fay's sale of-

some of its San Diego business to a
group led by Milton Cheverton has
made that former independent
agency owner very pleased, how-
ever. Mr. Cheverton says that he is

anxious to begin his second term as’

an independent.

“We originally started business
in 1952, then merged with another
established agency later on,” he
says. “In the 1970s, the branch
manager of the Bayly, Martin &
Fay office here died and they de-
cided to merge with us rather than
replace him.

“Originally, I owned stock in the

A/BT

new subsidiary, but as the years
went by, they gradually bought me
out,” he adds. “Eventually, we offi-
cially became Bayly, Martin & Fay
of San Diego.

“A few people around here didn’t
like being owned by a large con-
glomerate, so we exercised our op-
tion to buy back part of our original
business,” he says..

Former members of BM&F who
wanted to join the new Cheverton
& Associates Insurance Services
bought back the accounts they
were working on and ownership is
now split between Mr. Cheverton
and his employees through an Em-
ployee Stock Ownership Plan.

“We're working on the same
types of business as before—both
commercial and personal lines
risks,” he says. “We have special-
ties in the bond, department store
and contractor businesses. We're
also going to beef up our personal
lines department. 1 think that per-
sonal lines is too often ignored in a
larger independent agency.”

The new agency has about 20
employees.

Clients have taken the change
well, he adds, partly because of the
history of the Cheverton agency in
San Diego and partly because the
new group chose which accounts
they would purchase from BM&F.
In addition, San Diego has very few

locally based national accounts.’

The smaller aceounts that do exist
are wel]-suited to the size of a

larger independent, he adds.

“Clients really only knew us
through the old name—Cheverton
& Bach—and so it seems like the
old firm,” he says. “We were also
careful about whom we decided to
buy, so it should work out all
right.”

Russell Miller, president of
agency sales and valuation experts
Russell Miller Inc., agrees that the
sale of agencies by national brokers
will never be a major trend. How-
ever, it will happen more fre-
quently now as the brokers exer-
cise good business judgment.

“We're seeing public brokers re-
examine their acquisitions of previ-
ous years,” Mr. Miller says.
“They're comparing the history of
their units’ performances with the
amount of corporate assets they tie
up to see if it is worth retaining that

particular unit. Performers who
are not meeting the overall criteria
of the coporation are being spun
off.

“Despite this, a sell-off will only
oceur in very special situations,” he
adds. “You will usually see it where
a major broker has not been able to
build an office into the same major
force on the local level that the bro-
ker enjoys on the national scene. If
the broker does not see a viable
way to increase that presence, it
will sell an office or business off.”

This is just good business, esp-
cially in the current market, Mr.
Miller says. With growth slowing,
brokers have only so many assets
available to them. Many are there-
fore switching these assets to areas
that bring more return than prop-
erty/casualty agencies. @

OPEN DOOR

PILOT'S NEW VOLUNTARY TERM LIFE PROGRAM OPENS THE DOOR
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Mutual insurer plans
to cut agents’ work

By DAVE GALANTI

MONTEREY, Celif.—Like a lot
ol other people, Charles Bancroft
b=lieves that the independent
agency system is in trouble.

That’s an old tune. But Mr. Ban-
croft, president of the California
Mutual Insurance Co., wants to
compose a modern malody to add
new life to the system, his agents
and his insurance company.

California Mutual &nd its sister
company, American Tagle Insur-
ance Co., are plann:ng to take over
dgencv administration for their

agents back to
de a.har they do best—

The trouble with tk

sLrance agency system, Mr. Ban-
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Outside New York State call toll free: 800-431-1270

Offices in principal cities coast to coast and Toronto, Canada

A/BT

croft says, is that producers begin
their careers selling, master that
work, then turn to management.
Then, lacking active, trained sales-
persons, agencies get beaten out by
the more specialized direct writers.
“The American agency system is
headed for trouble if it doesn't
make changes in the way it mar-
kets its business,” Mr. Bancrofl
says. “That’s especially true in Cali
fornia, where in certain areas vast
amounts of business are controlled
by the direct writers or direct-re-

sponse insurance companies.
“Now, some insurers are re-
sponding to this problem by taking
their own underwriting functions
and giving them to their agents.
The only thing the insurers do is
audit how things are going from
time to time,” he adds. “That’s fine
for some, but it’s hard to pick in ad-
ich agencies are ready for

y a few bad apples can ruin
a program like this. And with con-
‘,tant persnnnel plubiems in ]drqel

problem\

Mr. Bancroft's company wants to
take the opposite approach—reduce
an agent’s tasks and expand sales
time. His ins censed to do
business mainly on the the West
Coast, will also turn more profit.

“I think agents want to sell,” he
says. “We want to be able to work
out an arrangement with these
people where all they have to do is
go out and sell. We'll split the un-
derwriting profit evenly and in
some cases provide stock in Ameri-
can Eagle so they are part owners
of the company.”

Mr. Bancroft also wants to pre-
vent agency owners from having to
sell their businesses.

“It really bothers me that agents
have to sell out,” he says. “Re-
cently, for example, our oldest,
largest agency sold out. We had
lent it $250,000 for improvement
and most of that was still owed to
us. When the agency went, the
business went to some other in-
surer, too. About 45 years of effort
and business went down the drain.
I can’t be mad, but I want to set up
a plan where an agency can come
to us first.

“We have to become more effi-
cient as an industry,” he says.
“That means reducing paperwork
and effort. What we want to do is
accomplish that by taking over the
hard work.”

Insurers must become more im-
portant resources for their agents.

“We want to be able to say to
agents, ‘We'll finance you in busi-
ness. If you want to own your own
agency, we'll take over the man-
agement problems. If you want to
get out of the business entirely,
we'll see if we can put a man repre-
senting our company in your area
to take over the business. Just let us
help so that both of us may profit.”

Mr. Bancroft says he has already
had 20 requests from agencies
about the program, even though its
still in the planning stage.

“I don’t know whether we have
the answer with all of this,” he
says. “But even if we don’t, when
the final plans are made, we have
to find some kind of a solution that
works. If we are to compete with
direct writers, then we have to be
competitive in price and efficiency.

“This program might result in us
having more of a direct-writer fla-
vor, but I'm not sure. We just want
to find the most efficient system
possible for all of us.” ®
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Bankruptcy court may establish precedents
e T |

Continued from page 1

In deciding how the victims will
be compensated, the judge might
have to deal with the long-standing
battle among insurers over
whether exposure to asbestos or
manifestation of asbestos diseases
triggers insurance coverage (see
story, page 31).

“There is a debate over the com-
petency of bankruptey judges to
handle them (issues that state and
federal courts normally handle),”
points out one bankruptcy expert,
Professor Robert E. Ginsberg of
DePaul University Law School in
Chicago.

Experts point out that
bankruptcy judges have enormous
discretion and power when it
comes to resolving claims against a
company in reorganization. Some
typical ways Judge Lifland could
dispense with the asbestos claims
include:

e Estimate the number of pres-
ent and future claims, set a value
on them and create a fund from
which plaintiffs will be compen-
sated.

® Treat the lawsuits as a class
action, possibly dividing the plain-
tiffs into several different classes
where similar questions are in-
volved.

® Lift the stay on lawsuits
against Manville and let the cases
proceed in state courts. If the plain-
tiff wins damages against Manville,
he would then file a claim in
bankruptey court and be treated
like any other claimant.

However, some believe the last
alternative is not very likely. Such
a method could defeat the purpose
of the bankruptcy petition, which
in part is to decrease Manville’s as-
bestos litigation costs, Professor
Ginsberg points out.

To other bankruptcy experts, the
key question in the Manville case is
not how the judge will dispose of
the 16,500 pending cases but what
he will do with future lawsuits.

What may be unusual in the case
of Manville, notes Patrick A.
Murphy, senior partner in the San
Francisco law firm of Murphy,
Weir & Butler, is the large number
of “contingent and unliquidated
claims.” These were not normally
required to be resolved by a
bankruptcy referee as a condition
of successful reorganization, but
now are under the 1978 code.

“There is nothing unusual about

the judge determining the liabili-
ties,” says Douglass G. Boshkoff, an
Indiana University School of Law
professor and member of the
American Bar Assn.'s bankruptcy
committee. “I think what is un-
usual about the Manville case is
that they want to get rid of future
claims.”

A key issue in resolving these
will be what is meant by the term
“claim,” and whether the defini-
tion decided on by the judge will
permit future victims of asbestos
diseases to come under the jurisdic-
tion of the bankruptcy court, ex-
perts say.

“There is a real question of when
the claim arises,” says bankruptcy
lawyer Mr. Murphy, echoing the
now common debate among insur-
ers over when an injury occurs:
when a person is exposed to as-
bestos or when the disease mani-
fests itself.

“Some people are walking
around feeling fine, but they in fact
have asbestosis. . .there are just
going to be a lot of very interesting
problems (in the Manville case),”
Mr. Murphy adds.

Does everyone ever exposed to
asbestos manufactured by Manville
or its subsidiaries have a “claim”
under the bankruptcy statute? Or
must a prospective claimant wait
until an injury or disease is “mani-
fest” before he is considered to
have a claim?

And, if the onset of the disease or
injury occurs years after Manville
is successfully reorganized, would
the “claim” be against the new
Manville Corp. or what's left of the
pre-Chapter 11 assets of the old
Manville Corp.?

The answers aren't ¢lear.

Under the 1978 bankruptcy act, a
claim means “right to payment,
whether or not such right is re-
duced to judgment, liquidated, un-
liquidated, fixed, contingent, ma-
tured, unmatured, disputed, undis-
puted, legal, secured or unse-
cured....”

Manwille is ‘going to try to get rid of future
claims, but | really don’t understand how
they're going to do that,’ explains
Douglass Boshkoff, a professor at the Indiana
University School of Law.

The bankruptcy experts agree
that the act intended to include
product liability claims and all
other debts within that definition.
They also agree that a tort claim
need not actually be filed as a law-
suit to be included.

“The definition of claim has been
very dramatically broadened under
the new (1978) code,” says Herman
Glatt of the Los Angeles law firm
of Stutman, Treister & Glatt. Mr.
Glatt, who chairs a bankruptey
committee of the American Bar
Assn., declined to discuss the Man-
ville case in detail because his firm
has been retained by one of the
parties in the case.

“A contingent claim is one which
hasn’t been proved yet, and it could
conceivably cover claims which
don't even exist yet,” says Philip G.
Shuchman, a professor and
bankruptey expert at Rutgers Uni-
versity School of Law in Newark,
N.J. But he adds, “I'm not sure.”

“They're going to try to get rid of
future claims,” says Mr. Boshkoff
of Indiana University. “But I really
don't understand how they're going
to do that.

“Anybody who is sick today is
going to have a claim and has a
right to come into the bankruptcy
proceedings whether they've filed
a claim or not,” he adds.

Several bankruptcy experts pre-
dict Judge Lifland would order
Manville to establish some sort of
fund in anticipation of future
claims by asbestos victims as a con-
dition of the company’s reorganiza-
tion.

However, Manville’s own de-
scription of its potential liabilities
vs. its net worth suggests such a
fund would only partially compen-
sate asbestos victims.

In its bankruptcy petition, Man-
ville said an independent study
showed it faces a potential $2
billion in present and future as-
bestos claims, yet the company’s
net worth was estimated at $1.1
billion. To pay even half of the

likely claims would require a com-
plete liquidation of Manville's
assets.

DePaul University's Mr. Gins-
berg said that all potential claim-
ants would have to be notified of
their contingent claim and that
some might receive compensation
even if they never come down with
an asbestos disease.

Mr. Shuchman of Rutgers sug-
gested the bankruptcy court will
likely adopt a class-action style ap-
proach to notifying potential as-
bestos claimants through newspa-
per advertisements or mailings,
using old records of the addresses
of shipyard employees and/or
union members.

It is too early to predict what role
Manville’s insurers will play in the
bankruptcy proceedings once the
number of claimants is defined.

Ordinarily, however, a debtor
like Manville is allowed to make
allegations against others over cir-
cumstances leading to the Chapter
11 filing and those parties —like in-
surers that Manville claims owe a
duty to defend and settle claims—
then have the right to enter the
bankruptey proceedings to defend
their actions.

Manville sued its insurers in San

Francisco Superior Court in 1980
and on Aug. 26 raised to $5 billion
the amount of damages it seeks
against some of them.

Bankruptcy lawyer Michael L.
Cook of the New York law firm of
Skadden, Arpes, Slate, Meagher &
Flom, said he expected that Man-
ville will continue the insurance
dispute in the California court,
where rules favor a plaintiff, rather
than bringing the dispute before
the federal bankruptcy court in
New York.

Mr. Cook’s firm had already
been approached by one of Man-
ville’s insurers for advice on
bankruptcy law.

But Mr. Ginsberg of DePaul said
that Manville might prefer to re-
move the case to bankruptey court
but might not do so in the wake of
the U.S. Supreme Court decision
that said bankruptcy judges may
not hear such a case.

Whether they will be granted
such power by Congress must be
decided by Oct. 4.

Manville's general counsel, Ri-
chard Von Wald, says the company
does have the right to remove the
case to bankruptcy court and that it
is a possibility, but no decision has
been made. =

Reorganization not risk-free

While some attorneys believe
that Manville Corp.’s reorganiza-
tion move will greatly benefit it by
resolving asbestos litigation, it does
present a number of risks for the
company..

Among them are the possible loss
of the confidence of investors,
creditors and consumers, says
David Epstein, professor of law at
the University of Texas.

In addition, there is the threat
that the value of the stock owned
by shareholders could be devalued.

“They may end up with nothing
but wallpaper,” Professor Doug
Baird of the University of Chicago
Law School says.

Manville common stock traded at
$7.88 a share at the close of business
Aug. 25, the day before the com-
pany filed its petition for reorgani-
zation under Chapter 11 of the Fed-
eral Bankruptey Act. The stock
was trading for $5 a share one week
later.

Owners and managers of the cor-
poration will be closely scrutinized

by the bankruptey court and credi-
tors and “will not be in control of
their own destiny anymore,” Mr.
Baird said.

“The risks are immense,” adds
Professor Robert E. Ginsberg of
DePaul University Law School in
Chicago.

He pointed to the intangible cost
of possibly being dropped as a one
of the companies included in the
Dow Jones 30 industrials average,
or having stock value decline.

There also is no guarantee Man-
ville will be successful in its at-
tempt to reorganize, he pointed out.

The company could ultimately be
sold off piece-by-piece to meet its
obligations, will be faced with very
large attorneys’ fees and will need
the permission of the bankruptey
court for various expenditures, Mr.
Ginsberg said.

Manville has four months to
come up with a plan for reorganiza-
tion. If it does not, other partiss
have a right to propose one. =
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Federal asbestos solution not expected soon

By JERRY GEISEL

WASHINGTON—While Manville
Corp. hopes its drive for reorganization
will prompt Congress to solve the over-
whelming problem of asbestos litigation,
it won't see any quick action.

A House panel will meet this week to
look at the ramifications of Manville’s
Chapter 11 petition, but there's no chance
Congress will act this year—nor even
next year—on legislation to create an ef-
ficient system of dealing with the grow-
ing number of asbestos injury suits.

In fact, experts say, it could be several
years before Congress acts on this contro-
versial issue.

The Sept. 9 hearing by the House Labor
Standards subcommittee was called by
Rep. George Miller, D-Calif., the panel’s
chairman. The session will give
bankruptey law experts a chance to tes-
tify on how Manville's action will affect
the thousands of claims filed by workers
who were exposed to asbestos.

But that's as far as it will go.

“There is a lack of consensus on how
the issue should be dealt with,” said Eric
Oxfeld, an employee benefits attorney
with the U.8. Chamber of Commerce.
“Congress will be tied up in knots on this
for awhile.”

The Asbestos Compensation Coalition,
a nine-member industry lobbying group,
agrees congressional action is unlikely
now and is already looking ahead.

But Manville’s unorthodox filing under
Chapter 11 of the Federal Bankruptcy
Act has increased interest in Congress to
find a way to compensate victims of as-
bestos and other occupational diseases.

“Manville is playing its trump card,”
said the Chamber's Mr. Oxfeld. “Unless
something is done, the problem could be
dumped into the federal government’s
lap. That will put pressure on Congress to
resolve the problem.”

Congress already has one major as-
bestos-related proposal before it, but the
asbestos coalition is pushing draft legisla-
tion that would require the federal gov-

ernment to contribute half to the cost of
establishing a compensation fund for as-
bestos victims.

The bill pending in Congress now—the
Occupational Health Hazards Act, intro-
duced by Rep. Miller—is not as radical as
the legislation proposed by the coalition.
Rep. Miller’s bill would federalize occu-
pational disease claims, like those
prompted by exposure to asbestos, but not
ask for government contributions.

Under the Miller bill, which already
has been severely criticized by insurers
and business groups (BI, March 22), the

last employer responsible for exposing a

worker to asbestos would have to pay up
to two-thirds of the pre-disability earn-
ings and complete medical benefits.

All occupational disease claims
would be filed with the Labor Depart-
ment’s Office of Workers' Compensation
Programs, which already has been been
criticized for its poor handling of worker
claims filed under the federal Longshore-
men’s and Harbor Workers’ Compensa-

tion Act.

But insurers and businesses objected to
Rep. Miller’s bill because they fear it
could lead to federalization of workers
compensation programs.

In contrast to the Miller bill, the as-
bestos coalition proposal would use state
workers compensation programs to de-
termine how much compensation a disa-
bled worker should receive (BI, June 7),
and then make payments from a govern-
ment/industry compensation fund.

If a state workers compensation board,
for example, found that a worker was
10% disabled because of exposure to as-
bestos, the worker would get 10% of the
maximum benefit payable by the federal
trust fund.

A key provision of the bill is that work-
ers who tap the compensation pool cannot
turn around and sue the asbestos pro-
ducers who participate in the fund.

A company’s annual contribution to the
fund would be based on its exposure o
suits and its actual litigation experience.
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Status of bankruptcy act could affect case

Hanging over the head of Man-
ville Corp.'s reorganization petition
is the question of the current status
of the Federal Bankruptcy Act of
1978.

On June 28, the U.S. Supreme
Court ruled that the law was un-
constitutional because it vested
power in bankruptcy judges that

the U.S. Constitution said they -

should not have.

However, the court gave Con-
gress until Oct. 4 to amend the law
to conform to constitutional re-
quirements. So far, no action has
been taken.

The high court’s decision in
Northern Pipeline Construction

Co. vs. Marathon Pipe Line Co. and,

the United States said that
bankruptcy judges, as creatéd by
the bankruptey act, should not be
able to hear cases outside of

Manville sues
its insurers
for still more

SAN FRANCISCO—Claiming its
insurers’ wrongful conduct forced
it into bankruptey, Manville Corp.
wants an additional $5 billion in
damages from some of them.

Manville has asked the San
Francisco Superior Court to allow
it to amend a 1980 suit that sought a
declaratory judgment in which in-
surers are liable for asbestos claims
and damages. However, the court
has not ruled yet if it will accept
the new suit that would increase
damages sought from certain insur-
ers by $5 billion.

The insurers who would be
tapped for the additional punitive
damages include Travelers Indem-
nity Co., Commercial Union Insur-
ance Co., Sun Insurance Office
Ltd.,, Sun Alliance Insurance Co.,
The London Assurance, Canadian:
Indemnity Co., Peerless Insurance
Co., Bird and Cos., Rokeby-John-
son and Cos., The Home Insurance
Co., Aetna Casualty & Surety Co.
and Insurance Co. of North
America.

The suit says insurers breached
implied covenants of good faith
and fair dealing with Manville and
that some deliberately espoused a
“manifestation” interpretation of
insurance contracts so as to limit
their liability.

The manifestation theory says
insurers on the risk when the dis-
ease manifests itself are liable.

The litigation against the insur-
ers dates back to 1980 when Man-
ville sued 27 insurers who had been
on its liability risks dating back to
1934. Its suit said they wrongfully
refused to pay indemnification and
defense costs in asbestos litigation.

The suit requests a declaratory
judgment on the interpretation of
Manville's comprehensive general
liability policies as they relate to
asbestos injuries. Manville, like
many other asbestos manufacturers
and their insurers, wants a ruling
on when bodily injury from as-
bestos occurs to determine what in-
surers are liable for injury claims.

The question is does an “injury”
occur when the plaintiff is exposed
to the asbestos fibers or when the
asbestos disease manifests itself.

The amended complaint men-
tions that Manville has been sued
by nearly 5,000 claimants in Cali-
fornia alone,

Because most of its insurers are
not paying any claims now, Man-
ville has been forced to pay from its
own funds more than $24 million in
jury awards or settlement agree-
ments and in excess of $7.5 million
for property damage. Another $23.5
million has been spent in defense
osts, the complaint says. .

bankruptey.

The 1978 act significantly broa-
dened powers of bankruptcy
judges, and granted them jurisdic-
tion over all “civil proceedings
arising under Title 11 (Chapter 11
reorganization proceedings) or aris-
ing in or related to cases under
Title 11.”

The Supreme Court said, how-
ever, that the ability to hear such
cases should be reserved for judges
with life tenure and whose salary
could not be diminished, as re-
quired by Article III of the Consti-
tution.

Bankruptcy judges, however,
are to serve only 14 years, their sal-
ary could be diminished and they
are subject to removal by judicial
councils for misconduct and incom-
petence.

One attorney has said that a way
in which the matter could be reme-
died would be if Congress were to
give bankruptey judges lifetime
tenure and could not threaten them
with reducing their compensation
at any point.

Northern Pipeline filed a peti-
tion for reorganization in
bankruptey court and subsequently
filed a suit against Marathon in the
same court alleging, among other
things, breach of contract.

Marathon sought dismissal of the
suit on the constitutional grounds
that the bankruptey judge had no
jurisdiction over such matters.

The bankruptcy court then de-
nied the motion, but a federal
Court of Appeals granted it and the
Supreme Court affirmed the appel-
late ruling.

The Supreme Court majority

opinion, authored by Justice Wil-
liam J. Brennan Jr., concludes that
bankruptey judges, who are ap-
pointed by the president of the
United States to 14-year terms and
whose salaries are set by statute,
are not judges within the meaning
of Article IT1.

As a result, the high court con-
cluded, bankruptey judges cannot
exercise all the powers of a regular
federal judge. This raises a question
in Manville’s case of whether the
bankruptcy court can be tapped to
decide Manviile’s asbestos product
liability litigation. If it couldn’t, it
would defeat the purpose of Man-
ville’s filing for reorganization—to
get relief from the overwhelming
asbestos litigation.

In an unusual conclusion, how-
ever, Justice Brennan wrote that

the Supreme Court invalidation of
the bankruptcy judges’ powers
wouldn't take effect until Oct. 4 to
give Congress time to revamp the
statute, and even then only “pro-
spectively.”

The opinion provides no hint of
whether “prospectively” means the
bankruptcy courts will have re-
duced power over pending cases
like Manville’s after Oct. 4, or
whether the term is meant to hold
immune from challenge any ac-
tions of the bankruptey courts
taken prior to that date.

The decision was based on Arti-
cle III of the Constitution, which
says that federal judges “shall hold
their offices during good behavior
and shall, at stated times, receive
for their services a compensation,
which shall not be diminished dur-
ing their continuance in office.” =
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presents
an important conference
dealing with
a critical corporate issue

THE DOLLARS & SENSE
OF COMMUNICATING
EMPLOYEE BENEFITS

November 1 and 2

The Knickerbocker Hotel, Chicago

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

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

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

This conference goes to the core of the problem faced by every benefits
professional . . . from large communication staffs to one-person opera-
tions, from outside suppliers to in-house preparation . . .
without sacrificing the effectiveness of your communication efforts.

Sessions and speakers have been selected to help you meet this chal-
lenge. General sessions will focus on:
® Budgeting for Benefits
® Reading Employee Needs To Save Time & Money
® Getting Employees To Listen & Act
¢ Using Audio-Visuals
® Getting Employees To Share The Cost & Responsibility
® What Makes A Winning Communication Program

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

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

cutting costs

available.

REGISTRATION

Department

Call:

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

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

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

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

BUSINESS INSURANCE
220 East 42nd Street, New York 10017

Ann Vazquez at 212/210-0137 or
Beth Levine at 210-0229
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Affidavit details
Manville’s costs

By BILL DENSMORE

NEW YORK—Nearly one-fifth of what Manville Corp. is spend-
ing on asbestos-injury cases is going to pay defense lawyers rather
than victims, according to court documents and company state-
ments.

A detailed accounting of Manville’s experience with asbestos
claims is contained in an affidavit of Manville Treasurer James F.
Beasley attached to its Chapter 11 petition in U.S, Bankruptcy Court.

It reveals Manville has so far paid $57.6 million to dispose of claims
and is appealing another $14.7 million worth of judgments in 23
pending verdicts. Both totals exclude legal defense costs, which, ac-
cording to a Manville spokesman, currently average about $7,500 a
case.

Manville also estimates the present cost to dispose of a typical
claim would be about $40,000, even though the average claims dis-
posal cost for the past six months is somewhat less.

“The cost to settle a case on June 30 was a lot more than the cost on
Jan. 1,” says Richard B. Von Wald, vp and corporate counsel for
Manville. “A six-month average is not what it currently costs us.”

Assuming the current typical case, this estimate means an as-
bestos injury victim would be paid $32,500, from which he or she
would have to pay a personal attorney’s fee.

Under the “contingent fee” system, plaintiffs’ lawyers often con-
tract with clients to receive one-third of any claim, although the
amount is negotiable and generally not publicly disclosed.

A one-third contingent fee would leave a typical claimant with
$21,666 on a claim which cost Manville $40,000.

According to Mr. Beasley’s statement:

@ Asof June 30, Manville “disposed of” 698 claims so far this year
at an average cost, excluding defense legal fees and expenses, of
$18,690 per claim. For all of 1981 and 1980, the comparable average
claims cost was $15,025 and $22,710, respectively.

The cumulative average claim disposal cost was $16,600 as of June
30 for the 3,470 claims resolved to date, excluding defense legal costs
and verdicts in 23 cases still subject to review or appeal. That multi-
plies out to $57.6 million,

® Assuming all 23 appeals are lost, the average disposal cost for
3,493 cases rises to $20,690 per claim, the affidavit says, which com-
putes to a $71.3 million to date. The difference between $71.3 million
and $57.3 million is the amount of the verdicts still pending.

® As of June 30, Manville or its subsidiaries were defendants in
11,000 asbestos health lawsuits brought by about 15,550 individual
plaintiffs, up from 9,300 cases at the end of 1981 and 5,087 cases at the
end of 1980.

® During the first half of 1982, Manville was named as a defen-
dant in an average of 425 new cases per month, up from an average
of 400 during 12 months of 1981 and 230 in the 12 months of 1980.

® During 1981, Manville or its subsidiaries were found liable by
juries for punitive damages in five separate asbestos-related actions
which are now on appeal, The average award of punitive damages
for the five 1981 verdicts and five more in 1982 is $616,000 per case.

Plaintiffs’ attorneys ask judge
to let asbestos suits proceed

Continued from page 1

Another attorney for an insurer
named in Manville's suit says the
the Chapter 11 proceedings will not
affect the pending litigation against
insurers.

But it may change any move to-
ward interim funding arrange-
ments by insurers pending a reso-
lution of the case, according to
Barry L. Bunshost, an attorney for
certain Lloyd's of London un-
derwriters with the San Francisco
firm of Hancock, Rothert & Bun-
shost.

Mr. Bunshost said Manville has
been seeking interim funding from
its insurers but that its filing for re-
organization might relieve it of im-
mediate cash-flow problems, caus-
ing insurers to reconsider such a
move.

One of the questions insurers are
re-evaluating is “what are Man-
ville's true interim funding needs,”
he said.

Mr. Bunshost also played down
the impact of Manville's request of
$5 billion in punitive damages. “It
doesn’t cost anymore to put down
$5 billion (on a suit),” he said.
“There’s no legal significance to it.
The question is what can you
prove.”

One possible effect of Manville’s
reorganization move is that it could
force other asbestos defendants to
pay more if the underlying litiga-
tion by asbestos victims continues
unabated.

If Manville does not have to pay
its portion of asbestos claims, other
companies will have to pay more,
exhausting their insurance cover-
age more quickly, said Howard
Mileas, general counsel for Keene
Corp., another defendant in as-
bestos litigation.

But it is not at all certain that this

- will happen, he added.

The chairman of one asbestos

company said he was “stunned and
shocked” by Manville’s filing and
that it “points out what a serious
social problem we have.”

John L. Baldwin, chairman and
chief executive officer of Pitts-
burgh-Corning Corp., said he didn't
know if other companies would
follow in Manville’s direction and
that his own corporation was not
considering a similar filing.

Manville's petition could, how-
ever, adversely affect employees of
other asbestos companies who may
worry that their employer will also
seek reorganization, he added.

Product liability expert Victor
Schwartz of the Washington law
firm of Crowell & Moring said
Manville’s move indicates there
“are certain characteristics suggest-
ing that the tort system may not
work.”

He said tort systems may not
work whenever you have more
than 10,000 claims stemming from
one product, a long period of time
between exposure and injury,
where the plaintiff is burdened by

NAIC beefing

MILWAUKEE—The National
Assn. of Insurance Commissioners
is stepping up its ability to evaluate
the solvency of unlicensed insurers
and reinsurers, Staff Director E.
Benjamin Nelson says.

The association has hired Ernest
Fennell, formerly a vp at Kemper
Reinsurance Co., to help NAIC task
forces design model legislation on
insurer and reinsurer monitoring
and to expand its non-admitted in-
surance information office.

Mr. Fennell, formerly chief dep-
uty and acting commissioner of the
Arkansas Insurance Department, is
a nationally known expert on in-
surer and reinsurer security and
insurance fraud.

difficult problems of proof, and/or
where you have substantial lawyer
or transaction costs.

“All the characteristics are
present here,” Mr. Schwartz said.

Manville, in an advertisement
appearing Aug. 26 and 27 in news-
papers across the nation, said if it
did not file for reorganization now
to solve the asbestos problem, its
business would have suffered dras-
tically.

Richard Von Wald, Manville's
corporate counsel, however, said
that 10 punitive damage verdicts
against the company in the past 1%
years were “not a principal ele-
ment” in the decision to file for re-
organization, although they were
considered.

He also said that while the com-
pany relied on a recent outside
study that projected another 32,000
suits from asbestos victims, other
studies it rejected predicted even
more. He added that future settle-
ments will “not involve paying
100% on the dollar” to victims. =

up monitoring

While with the Arkansas depart-
ment, Mr. Fennell participated in a
variety of insurance fraud investi-
gations, including the closing in
1969 of Community National Life
Insurance Co. of Oklahoma.

“The monitoring of non-admit-
ted insurers and reinsurers has al-
ways been a priority for the
NAIC,” Mr. Nelson noted.

“But it's all the more important
at this time. Mr. Fennell's ability to
seek and obtain information on
alien insurers is formidable and
well-known. His skills will be a
tremendous asset to our non-admit-
ted insurance information office
and a great resource for our task
forces.” .

classified advertising

RATES AND CLOSING TIME:

Rates: Display classified is $55.00 per column inch. minimum of one inch.
Straight classified is $5.00 per line, minimum of 5 lines. Count 34 characters
per line (include each space and punctuation as ¢ character). Additional
$10.00 charge for blind box ads. Responses to blind box ads must fit into

business size envelope. Responses are forwarded daily.

5340.

Closing: Published every Monday. Copy must be in written form by noon
Tuesday, 7 days preceeding publishing date. No verbal %)hone C(i’-{)g ac-
cepted. Prepayment required. Mail ads to: Emily Webb, C d Adv

tising, 740 N. Rush St., Chicago, IL 60611. For more information call 312-643-

assifie er-

Established Virginia managing general

: agency is seeking innovative companies

Business Insurance to represent in Virginia. We have heavy

Circulation workers' compensation experience and

-« excellent contact with industry groups.

Breakdown We have the ability to handle all aspects of

insurance company operations. Contact

Commercial Consumers James T, Hill, President, Cromer Admin-

Administrative Management: istrative Services, Inc. 7206 Hull Street

owners, presidents, Road, Richmond, VA 23235 804-745-4050
vps, etc. 6.497

Financial Management:
chief financial officers,
vps of finance, secretaries,
treasurers, etc. 9,634

GENERAL INSURANCE BUSINESS
FOR SALE
NORTHWEST CHICAGO

POSITION WANTED

in Risk Management. Recent
graduate of Howard Univer-
sity, Risk and Insurance pro-
.gram. Passed RM 54 exam.
Some risk management and
insurance experience. Call
202-832-9043.

Insurance Managemeant:
vps, directors, managers of
insurance, risk, bensfits,

PREMIUM VOLUME IN EXCESS OF
$500,000 .
CASH PREFERRED/FLEXIBLE

oompgnsation. safaty, TERMS CONSIDERED P
secunity, atc. 5,948 Box 333, BUSINESS INSURANCE [ ara
Government, Aescciations, 740 Rush St. Chicago, Ill. 60611 Concise
Unions, Educational and
Institutions 1,004 .
Commercial Consumers Lo g1 cal
Sub-total 23,083
roach
Insurance Agents Make épp o
& Brokers 9,629 .
Insurance Cos. 4.24: . Risk
Financial institutions 1 .
Actuaries, Attorneys, buylng easy‘ Management
Adjusters, Appraisers :
& Consutanis 2408 Recruiting
Others allied to the field 854 Turn to
TOTAL 41,232
*Source: Business/Occupational L@;I C
bfe:kdown of qualified circulation, the II"ISI.I I'arlce
May 3, 1982 issue, &s submitted fo Associates, Inc.
gf‘.? for ‘:une 1982, BPA Publisher's X _d 170 Broadway
S Service Guide. New York, N.Y. 10038
(212) 227-8000 )

Risk Management

GOOD TIMES ARE COMING!
Send resumes for present
and future opportunities.

MARTY HODES, ARM
By appointment—NYC or L/
(212) 225-4935
(516) 487-4992

@ IRM Assoc.

Ltd.

505 Northern Bivd.
Great Neck, N.Y. 11021

OR

management consulting

Please reply to:

RETIRED RISK MANAGER

INSURANCE EXECUTIVE
We are an international consult-
ing firm seeking part-time ser-
vices of a retired executive to as-
sist in the development of risk
ac-
counts in Florida and Michigan.

RISK RESEARCH INSTITUTE
6290 Commerce Rd., W.
Bloomfield, M| 48033

RISK MANAGEMENT
AND MEDICOLEGAL
AFFAIRS

The Strong Memorial Hospital of
the University of Rochester seeks
an Associate Director of Fiscal
and Administrative Services. The
responsibilities will include claims
management, active involvement
in offshore captive insurance

group, professional liability insur-
ance, participation in hospital
quality assurance program, loss
prevention/control and related
staff education.

Qualified applicants will have J.D.,

GROUP ADMINISTRATION/SALES

Large Property/Casualty Agency with a substantial book of
group business is seeking a qualified individual with at least
three years experience in the administration and/or sales of
all types of group plans. The successful candidate should
possess strong skills in innovative plan design, preparation
and analysis of specifications and bids, as well as alternate
third party administration. We offer a comprehensive benefits
and salary package with profit sharing. Please send resume in
confidence with salary requirements to:

Frederick O. Wuensch
Hackett, Valine & MacDonald, Inc.

P O Box 488

Burlington, Vt. 05402

experience in major claims in-
vestigation and management, and
the ability to develop inhouse legal
services. Degree in Hospital Ad-
ministration and/or three years
experience in academic medical
center risk management program
preferred. Send resume and other
pertinent information to Assistant
Personnel Director, Box 636W

University of Rochester
260 Crittenden Boulevard
Rochester, N.Y.

An Equal Opportunity Employer (M/F)




New theory centers on flyin

Continued from page 3

unusually heavy rain as the plane
crashed. If the lawyers can prove
the plane flew through heavy rain
and stalled as a result, they may
argue Boeing should have warned
about the possibility of rain causing
a stall.

Insurers for Pan Am, led by the
U.S. Aviation Underwriters Inc. of
New York, also have sought infor-
mation about the rain theory, Busi-
ness Insurance has learned.

Unless they can pin some liabil-
ity on Boeing, Pan Am’s insurers
probably will bear the brunt of the
$75 million to $100 million in esti-
mated claims resulting from the
New Orleans crash (BI, July 19).

Boeing, with at least $500 million
in liability insurance through the
London market, would be well-
protected if it were determined
that it in some way contributed to a
crash, but it could still be stung if it
had to pay for aircraft modifica-
tions and could suffer adverse pub-
licity if it admits any design over-
sights.

Ever since the June 24, 1975,
crash of an Eastern Air Lines 727
that was approaching New York’s
Kennedy International Airport
during a thunderstorm, aviation
experts have studied and warned
about the effects of sudden shifts in
wind direction, commonly called
wind shear. Such shifts are often
associated with thunderstorm cells
near the ground and present the
danger that aircraft in the midst of
such a shift may stall or be
slammed to the ground.

But the idea that extremely
heavy rain could produce a similar
loss of lift has only been advanced
in the last year.

Two researchers at the Univer-
sity of Dayton Research Institute,
using a computer model, suggest
that heavy rain temporarily
roughens the wing surfaces of an
aircraft and creates drag, inhibiting
the wings’ ability to provide lift.
That heavy rain can roughen an
otherwise smooth surface over
which it passes is obvious, they say,
to any driver who has attempted to
peer through his aute windshield
during heavy rain.

“No aircraft manufacturer, regu-
lating agency -or research group
{has) ever issued a warning con-
cerning the possible detrimental ef-
fects of heavy rain on the lift, drag
and stall characteristics of an air-
craft,” the two researchers, James
K. Luers and Patrick A. Haines,
say in a report on their work.

“If it could be shown that avoid-
ance of heavy rain greatly reduces
the probability that a pilot will en-
counter conditions which are be-
yond the control capabilities of the
aircraft, then the occurrence of ac-
cidents/incidents in heavy rain
could be drastically reduced.”

Their theory had never been
tested in actual flight or in a wind
tunnel. Last month, however, engi-
neers at the National Aeronautics
and Space Administration’s Lang-
ley Research Center in Hampton,
Va,, ran a simple test.

The NASA researchers simu-
lated winds of 140 knots passing
over a 6-foot-long model airplane
wing and then, using an array of
nozzles, sprayed droplets of water
on the front of the wing. They
measured the lift produced by the
wing with and without the spray.

Their instruments sensed a 10%.

to 20% loss of lift under simulated
conditions of “extremely heavy
rain,” according to R. Earl Dun-
ham, a NASA aerospace technolo-
gist involved in the research. Mr.
Dunham says the result is incon-
clusive, however, because of the
difference in size between the test
wing and an actual aircraft wing.
“It's an indication that the rain
does change the aerodynamic char-
acteristies of the wing some-
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what,” he says.

In an effort to learn whether
heavy rain could have played a role
in the New Orleans crash, the Na-
tional Transportation Safety Board
has asked a NASA official to testify
Sept. 14 at public hearings into the
New Orleans erash, Mr. Dunham
said.

NTSB crash investigators con-
firmed they plan to seek testimony
on the subject but said that doesn’t
necessarily mean they regarditas a
factor in the crash, which most
aviation' experts have attributed to

~ wind shear.

But in the crash of the Jordanian
airliner in Qatar, the theory is
being pursued. Messrs. Luers and
Haines have been retained by
Alia’s attorneys to testify on their
rain-effect theory.

The airline and Boeing are de-
fendants in a suit brought by the
family of Bernard G. Drummund, a
Pittsburgh executive killed in the
Alia crash. In a court-filed tran-
script of testimony given June 11,
1981, in Seattle, Boeing's director of
flight training testifies that Boeing
advised airlines to “stay clear of
thunderstorms” and known areas
of wind shear when flying below
500 feet.

In his testimony, Jack Waddell
testified that Boeing recommends
pilots who encounter wind shear
“put on power, hold the speed
you've got and climb out of the
wind-shear condition,” even if the
aircraft is traveling at near stall
speed.

An aircraft’s “stall speed” is the
speed below which drag exceeds
lift and the plane begins to sink in-
stead of climb. It occurs when the
plane is flying too slowly, when the
pilot raises the nose too high or
when the wing surfaces are dirty
with snow or ice.

On commercial aircraft, sensors
activate a motor that jiggles cockpit
controls when a stall is imminent.
But those sensors don't take into
consideration any loss of lift due to
wing contamination.

If the Pan Am pilots followed
Boeing’s instruetions for flying in a

S

A rescue worker stands on the wing of the tangled Boeing 727 jetliner after

wind shear, raised the nose and
then encountered an extremely
heavy rain squall, their 727 aircraft
could have stalled with no cockpit
warning.

The NTSB transcript of sounds
heard on the 727's cockpit voice re-
corder reveals that investigators
did not hear a “stick-shaker” stall
warning device that is normally
audible on such recordings if it is
activated by the plane’s loss of alti-
tude.

However, crash investigators also
did not hear sounds of heavy rain
on the cockpit windshield, either

because there was no heavy rain or -

because such a sound was obscured
by the overall poor quality of the
recording.

If their rain theory is correct,
Messrs, Luers and Haines say, a
pilot should not immediately raise
the nose and try to climb in ex-
tremely heavy rain, but should first
try to raise the plane’s speed con-
siderably above stall speed. They
say the loss of lift from extremely
heavy rain is probably worst when
the airplane’s nose is raised,

“If that's true, then Boeing has
real exposure,” says Wendell H.
Gauthier, a Kenner, La., attorney
who represents families of several
victims of the Pan Am crash.

In his 1981 deposition in the Alia
crash, Boeing's Mr. Waddell testi-
fied he was aware of rain-theory
research from an unidentified arti-
cle he had read earlier in 1981.

“My interpretation of the article
was that it was highly speculative
and contained very little test sub-
stantiation for its principles,” he
testified.

Boeing, the nation’s largest and
most profitable commereial aircraft
manufacturer, also is fighting alle-
gations that it knew about a control
problem on another jetliner model,
the twin-jet 737 involved in a Jan-
uary crash in Washington, D.C.

The NTSB concluded Aug. 10
that the “known inherent pitch-up
characteristics of the B-737 air-
craft” when it has ice on the wings
contributed to a Jan. 13 crash of Air
Florida's Flight 90 near Washing-

g in heavy rain

.

-ton National Airport that killed 78
people (BI, Aug. 16).

Air Florida has given the NTSB a
copy of a June 1 letter it received
from Boeing Commercial Airplane
Co. in which the Boeing division
says it plans a service bulletin on
how to modify the wing anti-icing
system on the 737 so it can be used
on the ground as well as in flight.
The letter does not mention
whether the modification will be
required by the gcvernment nor
who will pay for the cost of modifi-
cation.

In the Washington crash, the

it crashed during a storm in a New Orleans suburb in July.

NTSB concluded the pilot probably
took off with snow, ice or slush on
the wings, causing the plane to stall
and plunge into the Potomac River.
Federal regulations prohibit taking
off with dirty wings and such dan-
gers are well-known to pilots.
Boeing’s liability coverage of at
least $500 million is underwritten
by Lloyd’s of London, led by D.L,
Dann & Others Syndicate. The
Ariel Syndicate had been lead un-
derwriter until June 1 when the
coverage was renewed through
broker Johnson & Higgins of
Washington Inc. in Seattle. =
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Continued from page 3

The groups said they were con-
cerned about provisions in the bill
that places a 5% annual cap on ben-
efit increases to injured workers
and limits the scope of longshore
coverage to those engaged in mari-
time employment.

“We were surprised at labor’s ob-
jections,” Mr. O'Day said. “Perhaps,
our signals got crossed. We thought
we an agreement had been
reached.”

Although orly four weeks re-
main before the end of the session,
there is still plenty of time to pass
longshore reform if labor, insurers
and employers can iron out re-
maining differences, experts say.

The longshore reform bill, intro-
duced by Sen. Don Nickles, R-
Okla., would among other things:

® Place a 5% annual limit on
benefit increases payable to injured
workers. Currrently, benefits are
increased every Oct. 1 to match the
annual increase in the national av-
erage weekly wage.

@ Make sure only salary and not
benefits, like employer-provided
health insurance, are considered as
wages during computation of an in-
jured worker’s weekly benefit.

e Eliminate death benefits to
survivors of workers who die from
causes unrelated to an on-the-job
injury.

® Overturn a 1979 Supreme
Court decision that widows of long-
shore workers are entitled to two-
thirds of the deceased workers’
wages without an upper limit. In-

Congress may ignore many pndi

stead, the bill would limit survi-
vors' benefits to 200% of the na-
tional average weekly wage up to a
maximum bnefit of $496.

e Exclude from the federal pro-
gram workers who build and ser-
vice recreational boats—vessels less
than 65 feet long—unless they are

unable tc obtain benefits under a

state workers compensation pro-
gram.

In addition, the bill excludes
from coverage such dockside work-
ers as clerks, security guards, ma-
rina employees and data processing
employees.

In another liability area, the fu-
ture of legislation sponsored by
Sen. Robert Kasten, R-Wis., that
would establish a uniform nation-
wide product liability law may de-
pend whether the Reagan adminis-
tration decides this week to support
it (see story, page 26).

Unless the administration gives
its support to S. 2631, or at the least
does not oppose it, Senate Com-
merce Committee Chairman Rob-
ert Packwood, R-Ore., will let the
bill die in committee.

If that happens, a bill introduced
next session would be subject to an-
other rcund of hearings, and it
could take until 1984 before Con-
gress seriously considers federal
tort reform.

“We need a committee vote and
report,” said Victor Schwartz,
counsel for The Product Liability
Alliance. a group of more than 200
employers and insurers trying to
develop a business consensus on
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Consulting Actuaries
Claim Reviews
Reinsurance and Reserve Analysis
for Captives and Self Insurers
5000 Ambrose Ave.
Los Angeles, CA 90027
(213) 661-9260

GYORY ASSOCIATES, INC.
PROFESSIONAL RISK MANAGERS
Announce the relocation

of their offices
September 1, 1982
to

172 Franklin Avenug, Suite 4-8
Ridgewood, New Jersey 07450
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AN EMPLOYER'S GUIDE
FOR DEALING WITH
HMO FAILURES

How and why of HMO failures —
Warning signs of an HMO in trouble
—Evaluating an HMO—HMO finan-
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Experts say Congress could pass a bill that would limit the benefits injured longshoremen receive.

federal product liability issues.

In the benefit arena. Congress
may not act on a pending request
by the Pension Benefit Guaranty
Corp. to raise the annual insurance
premium employers with pension
plans pay to $6 per plan participant
from $2.60.

The premiums are used by the
PBGC to guarantee pensions of
workers whose companies fail and
cannot pay promised pension bene-
fits.

The PBGC wants the premium
hike to erase a $200 million deficit
as well as meet an expected in-
crease in claims.

But some legislators, like Sen.
Nickles, won't act on the PBGC's
request until more comprehensive
pension legislation is approved that
would reduce the agency’s expo-
sure.

However, legislation, S. 1541,
which would, among other things,
make it tougher for companies to
dump their underfunded pension
plans on the PBGC, is stalled in
both House and Senate committees.

That delay suits some business
groups just fine. “It is better to have
a carefully drafted bill that takes
care of the long-term problems in
the Employee Retirement Income
Security Act than a quick fix,” said
Jeff Hart, executive director of the
Assn. of Private Pension & Welfare
Plans.

Even if Congress does not ap-
prove the PBGC’s premium in-
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crease this year, the agency is quick
to point out that it is not in any
danger of running out of funds to
pay benefits to workers and re-
tirees whose pension plans have
been terminated.

“We don’t have any cash-flow
problems,” a PBGC spokesman
said.

However, if there is a delay,
“We'll have to get a bigger increase
at a later point,” said Edwin Jones,
the PBGC's executive director.

In addition, bills that would re-
quire employer to offer their em-
ployees a choice of health insur-
ance plans are unlikely to make it
out of committee this year.

Although several legislators, like
Rep. Richard Gephardt, D-Mo.,
have sponsored so-called pro-com-
petition bills, the issue hasn’t at-
tracted broad-based support in
Congress, experts say.

Furthermore, the Reagan admin-
istration has yet to give its blessing
to a specific proposal.

Legislation that would give states
more power to regulate self-funded
multiple employer trusts also faces
an uphill battle (BI, May 31), al-
though there apparently is no op-
position to the bill.

Congressional awareness of the
problems state regulators have en-
countered in controlling self-
funded METs is not very high.

Several self-funded METs,
which offer group health insurance
to small employers, have collapsed,
leaving behind millions of dollars

in unpaid medical bills.

The legislation, H.R. 6462, spon-
sored by Rep. John Erlenborn, R-
11, would make it clear that unless
a self-funded MET was certified by
the Labor Department as an ERISA
benefit plan, a state would have the
authority to shut it down as an un-
authorized insurer.

A last-minute push is expected
by Rep. Claude Pepper, D-Fla,, and
Sen. John Heinz, R-Pa,, for the ap-
proval of legislation that would
eliminate mandatory retirement in
private industry. Currently, com-
panies can force their employees to
retire at age 70.

“Mr. Pepper is really pushing to
get his bill passed,” said Michael
Romig, director of employee bene-
fits at the U.S. Chamber of Com-
merce.

However, most experts believe
that Congress wants to give the
idea more study before acting. In
addition, business groups, like the
National Assn. of Manufacturers,
have been lobbying agsinst the pro-
posal.

If Congress does return for a
lame-duck session after the No-
vember elections, legislators may
consider recommendations to over-
haul the finaneially troubled Social
Security program.

Sen. Robert Dole, R-Kan., chair-
man of the Senate Finance Com-
mittee, has expressed interest in
looking at the Social Security issue
if Congress reconvenes after the
elections. =

N&W sues others in toxic spill case

Continued from page 2

‘road spokesman would not com-

ment on the limits of the coverage
or the size of any self-insured re-
tention. An attorney involved in
the litigation said the rumor that
N&W has coverage placed with
Lloyd's of London “is a good one.”

Another source close to the rail-
way confirmed that a great deal of
N&W’s general libility coverage is
in the London market.

Lawton-Bryne-Bruner of St.
Louis is N&W'’s current broker, but
says it wasn't on the account at the
time of the accident.

Sources say Lawton-Bryne-
Bruner, which also had the N&W
account before the 1979 accident,
reacquired the business in late 1981
after losing it for a period to
Thomas Rutherford, an agent in
Roanoke, Va., where N&W is
based.

Mr. Rutherford, who was the
broker at the time of the 1979 acci-
dent, declined to say whether the
railway was adequately covered for
the losses at the time of the incident
or who the insurer is.

In today's market, most major
railways have a self-insured reten-
tion of $2 million to $3 million on

coverage of $150 million to $200
million, says a broker involved in
coverage for large railroad com-
panies.

The suits against N&W are gen-
erating additional interest because
of a federal law that allows railroad
employees to file personal injury
claims in any jurisdiction where
their employer does business.

Railroad workers are not cov-
ered by state workers compensa-
tion law but instead are allowed to
sue their employer under the Fed-
eral Employer Liability Act in the
jurisdiction of their choice.

The 47 railroad workers, most of
whom are from Missouri, picked
Madison Country Circuit Court in
Edwardsville, which has been
characterized as one of the most
liberal in granting financial settle-
ments.

Norfolk & Western has tracks in
Madison County, although the spill
occurred about 100 miles away in
Missouri.

The 47 claims filed against the
railroad contend that it negligently
failed to provide protective cloth-
ing and take other safety precau-
tions for its workers, who cleaned
up the mixture of dioxin. The

plaintiffs contend the chemical is
the same toxic “contaminant”
found in Agent Orange, the contro-
versial herbicide used during the
Vietnam War.

The workers also filed suit
against Monsanto, American Gen-
eral and Dresser, but those suits
were settled for undisclosed
amounts on the first day of the
trial, which began in April.

In the judgment against the rail-
road, 32 of the workers received
awards of $1 million or more, while
15 were awarded less than $1 mil-
lion.

None of the workers, who claim
damage to their central nervous
systems, cancer, loss of memory,
rashes and stomach problems, will
actually receive payment until
after N&W'’s appeal is heard in the
5th District Appellate Court in
Mount Vernon, Ill.

N&W's product liability lawsuit
against Monsanto, General Ameri-
can Transportation and Dresser is
expected to go to trial Nov. 15 in
U.S. District Court in St. Louis.

Norfolk & Western is seeking re-
covery for any damage awards as-
sessed against it and the cost of the
cleanup. €
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Insurance industry stocks continued their re-
covery during the week ending Aug. 31 as the
Business Insurance stock index gained 5.2
poing 177.6 from 172.4. Forty-three stocks
gained, 13 declined and 12 were unchanged.
The largest gains were reported by American
Bankers Insurance Group, 23.7%; Penncorp Fi-
nancial Inc., 23.4%; CNA Financial Corp.,
12.6%; Frank B. Hall & Co. Inc., 11.5%:; and Con-
tinental Corp., 9.4%. The largest losses were
reported by Crown Life insurance Co. 7.1%; The
Travelers Corp., 6.9%; Gulf United Comp., 5.3%;
Jefferson National Life Insurance Co., 3.9%:
and USF&G Comp., 3.0%. The 3% increase in the
Bl index mirrored the gain posted by the Dow
Jones 30 industrials.

British Issues
31 A —ts
ug Price P/E Div. Yield High—Low
Companies pence pence % pencepence
Comenl Unlon 131 138 129  138—13
Eagle Star /6 120 2143 64 3BO—3IB
GenlAccident 288 107 2321 80 292-288
GdnRoyaiBxch 302 76 2500 83 308—302
| Phoenix %2 105 2400 92 26822
| Royat 3tz 101 3607 97 386370
'| SunANance 760 95 6143 81 7BO—780
Brokers
CE Heath 3/ 90 BN 57 40—30
HoggFobinson 98 75 857 B7  100— 97
JH Minet 137 124 543 40 138—1F7
Bedg Grp 162 104 857 53 169—&2
SonhoussHidg 110 97 728 66 112—110
SwwWrightson 263 94 1857 7.1 270—263
Willis Faber 495 124 2143 43 500405
Source: Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Aitken Stackbrokers,
London

ISU changes focus to offer

agents insurance products

By DONNA LEIGH YANISH

SU Cos. Inc., the San Francisco-based in-
urance agency franchisor that once prom-

ised to help independent agents grab and
hold large corporate risks, is shortening its
reach.

ISU is now trying to help smaller indepen-
dent agents sell packaged commercial and
personal insurance products rather than risk
management techniques.

The franchisor has also:

® Accepted the resignation of its staff risk
management expert, although it retained
him as a consultant.

® Adopted sales programs similar to those
of insurer-owned mass-marketing groups.

® Significantly reduced its membership
fee structure.

Most indicative of ISU's refocusing is the
resignation of Vp Donn McVeigh, a well-
known risk management consultant. Mr.
McVeigh was formerly with the California
consulting firm of Warren, McVeigh & Grif-
fin and was one of ISU's founders.

Although Mr. McVeigh’s resignation be-
came effective last week, he told Business In-
surance he is under contract with ISU to pro-
vide risk management services to franchi-
sees. ISU members using Mr. McVeigh's ser-

* vices, however, will pay an additional fee be-

sides their ISU membership fee, he notes.

Mr. McVeigh's resignation followed ISU’s
decision several months ago to stop offering
unlimited risk management services to all its
members (BI, March 29). He then noted that
only about 25% of ISU’s 100 agencies used the
risk management services.

Mr. McVeigh is now vp of Captive & Self
Insurance Services, a sister company to Pa-
cific Compensation Insurance Co., a Califor-
nia-domiciled workers compensation insurer.
Both CSI and Pacific Compensation are
owned by H.L. Capital Management Inc.

CSI conducts offshore captive feasibility
studies, notes Mr. McVeigh, who is helping
ISU establish its own captive insurer for
member agents.

Mr. McVeigh is the second of its four foun-
ders to resign from ISU in the past several
months. Peter B. Hawes, the franchisor’s ex-
ecutive vp and chief operating officer, left

(  Blticker
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the company to become president of Design
Professionals Insurance Co., a professional 1i-
ability insurer in Monterey, Calif.

Mr. Hawes was replaced by Frank P.
Wuerfel, who was named president and chief
operating officer. Mr. Wuerfel, formerly a
sales and marketing executive, has no previ-
ous insurance experience.

Mr. Wuerfel told BI that he was ap-
proached for the position by ISU investors,
the largest of which, Merrill Lynch & Co,,
has invested more than $10 million in the
franchisor.

i The two remaining founders are Chairman
Thomas J. Ryan, who was formerly president
and chief executive of Fred S. James & Co.
and senior vp of Marsh & McLennan Inc.,
and A, Russell Chaney, education and train-
ing vp, who was formerly with Fireman's
Fund Insurance Cos.

ISU is shifting its emphasis from manage-
ment technique, education and training to of-
fering insurance products because of chang-
ing needs of agent members, Mr. Ryan says,
“In light of existing market conditions,
agents are saying, ‘What can I do to sell in-
surance?” he contends.

“I have noticed a waning in the need for
risk management as well,” Mr. Ryan con-
tinues. Instead, agents are looking for insur-
ance products and programs to'give them an
advantage in the competitive market, he con-
tends.

ISU is trying to offer those products and
programs. Like the insurer-owned national
mass marketing groups—including Market-
ing Management Inc., Famex and MarketPac
International —ISU has developed specific
and, in some cases, exclusive insurance prod-
ucts and programs to sell to predominantly
small businesses.

For example, ISU offers its member agents
a program for automobile towing firms, Mr.
Ryan says. The franchise group has devel-
oped a system for identifying prospects
within the group, developed a program for
that class—including property, liability and
workers compensation coverages—and is as-

“.
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System design: Altman Information Systems

sisting agents in contacting and securing the
business, he explains.

For some classes of business, ISU has de-
veloped only specific products rather than
whole insurance programs, and in other cases
it has secured exclusive insurance company
arrangements, Mr. Ryan continues.

ISU is also offering members help in inves-
tigating, selecting and using record-keeping,
computer and financial management sys-
tems, Mr. Ryan adds.

Insurance companies pay ISU commissions
on ISU-sponsored programs, Mr. Ryan notes.
“Because of the override commission, (ISU)
has been able to improve its pricing,” he
says.

ISU has gone through a long series of pric-
ing structures. At its inception, it charged
agents a $10,000 franchise fee and 6% of the
agency's monthly gross revenues.

After members complained about the per-
centage, one former franchisee said, it was
lowered and then dropped.

ISU’s most recent fees differ as drastically
from the original pricing as the group’s cur-
rent emphasis differs from its focus when it
was founded almost two years ago.

Besides the override commission, agents
now pay a $1,000 fee to join and $250 per
month, according to Mr. Ryan. Agents with
more than one office pay an additional $100
per month for each branch.

Mr. Ryan refused to disclose ISU’s present
number of member agencies. ISU had an-
nounced that it reached the 100-member
milestone last year, but an ISU press release
dated Aug. 23 lists only 88 member agencies
in five states, mostly in California.

The size of ISU’s member agencies has also
changed. The group’s largest agency earns
about $2.5 million in commission income, ac-
cording to Mr. Ryan. That's about half the
size of one-time member Barney & Barney in
San Diego, which earned an estimated $4
million in revenues last year,

The average sized ISU member agency
earns between $550,000 and $600,000 in com-
mission income, Mr. Ryan says.

Although the ISU membership now in-
cludes smaller agencies most likely interested
in smaller commercial clients, larger member
agencies that want services like legal and ad-
vertising assistance can still receive that aid,
Mr. Ryan notes.

ISU no longer maintains its legal and tech-
nical staff and its communications depart-
ments, but former employees in those areas,
like Mr. McVeigh, are on retainer and are
available to ISU members for an additional
fee. ]

Financial briefs
Industry results

The property/casualty insurance indus-
try’s net aftertax operating earnings declined
34.7% to $2.22 billion during the first half of
1982, according to the Insurance Services Of-
fice and the National Assn. of Independent
Insurers.

The industry reported earnings of $3.4
billion in the first half of 1981.

The property/casualty industry suffered a
pretax underwriting loss of $5.49 billion in
the first half, a 97.5% increase from the $2.78
billion loss posted during the first six months
of 1981. Pretax investment income rose just
16.1% to $7.42 billion from $6.39 billion.

Written premiums rose 5.1% to $50.0 billion
in the first half, up from $47.6 billion,

Policyholders’ surplus—the amount held
after liabilities are deducted from assets—de-
creased 4.3% or $2.61 billion in the first half
to $57.9 billion. That decrease does not reflect
unrealized losses caused by the decline in the
market value of bonds held by the insurers.

The figures released by ISO and the NAII
account for 96% of the property/casualty in-
dustry.

Earlier, Business Insurance reported that
the aftertax operating income of 24 major
property/casualty insurers declined 13.2%,
not nearly as great as the decline reported by
ISO and the NAII (BI, Aug. 30). s



“The Hartford will even do
a Loss Control analysis

before it

An interview with

Bill Nebraska, Vice President,
Loss Control Department,
The Hartford.

Q. How can a Hartford prequote
Loss Control analysis cut business
insurance costs up front?

A. Our Loss Contral professionals w I
research the company and help develop

Letus

The Hartford Insurance Group,

a program tailored to the situation. We'll
show how The Hartford can help the
company control losses. By coming in
before we make a quote, we can explore
ways of reducing losses up front 1o help
c astomers control their insurance costs.

Q. What is the scope of The Hartford’s
Loss Control capability?

A. Our range of Loss Control services
is one of the broadest in the industry.
It covers construction, fire protection,
commercial auto, industrial hygiene,
medical professional liability, manufac-
turing...you name it. And we're one
of the few companies equipped o
“handle security and crime prevention.
We have the people, too-some 450
experienced Loss Control consu tants
~ located throughout the country, with
an acditional 75 or so in the home
office.

quotes the business.”

Q. Is that tremendous capability avail-
able to companies across the country?

A. Absolutely. We're ready to respond
on an “as-needed” basis anywhere in
the U.S. And we'll bring in whatever
level of expertise the situation demands.

Q. Is it available to big risks on an
unbundled basis?

A. Yes, through our subsidiary,
Hartford Specialty. Some of the largest
corporations in the country currently
take advantage of The Hartford’s

Loss Control capability on an
unbundled basis.

Q. It sounds like The Hartford has
made a major commitment in the
Loss Control area.

A. Yes. And an ongoing commitment.
We're always trying to improve the

scope and quality of our Loss Control
services. For example, we recently
doubled the size of our industrial hygiene
lab and added sophisticated new equip-
ment to increase our effectiveness in this
key area.

Q. How can insurance buyers
find out more about The Hartford'’s
Loss Control capability?

A. By contacting their broker or indepen-
dent agent who represents The Hartford.

m.?“'..,...
Don’t make a decision on =250

business insurance without a quote
from The Hartford.
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artford, Connecticut 06115.



