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Delta seeking to force U.S.
to share liability in jet crash

DALLAS—Delta Air Lines Inc.
wants to force the U.S. government to
share any liability the airline may
have as a result of the Aug. 2 crash of
a Lockheed L-1011 jetliner near Dal-
las that killed 135 people.

In third-party complaints filed in
U.S. District Court here, the Atlanta-
based airline contends that the crash
was caused by the negligence of one
or more air traffic control personnel

Contined on next page
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Hurricane Elena, which battered a stretch along the Guif of Mexico from Florida's panhandie to
near New Orleans, caused less damage than insurers expected.

Damage from Hurricane Elena
not as bad as insurers feared

BILOXI, Miss.—Although total losses from the
Labor Day assault of Hurricane Elena could hit $1
billion, commercial insurers are heaving sighs of re-
lief.

The storm—which battered a stretch along the
Gulf of Mexico from the Florida panhandle to near
New Orleans—hit hardest in residential areas of
Mississippi, causing much less commercial damage
than insurers had feared.

“Those are famous last words, but at first blush it
doesn’t look as bad as it first was thought it might
be,” said Richard Hazell, chairman of the Lloyd’s of
London Non-Marine Underwriters’ Assn.

Marine underwriters also were counting their
blessings. Although Elena snapped the anchor
cables on one oil rig and blew it 14 miles in the Gulf,
neither that rig nor others in the Gulf were da-

maged in the storm.

Industry sources estimated last week that total
personal and commercial damage from Elena could
be anywhere from $350 million to $1 billion, cau-
tioning that it was still too early to put final num-
bers on the devastation.

The “overwhelming majority” of the losses will be
in personal lines, said Herbert Goodfriend, an ana-
lyst with Prudential/Bache Securities Inc. in New
York.

“The feeling in the (non-marine) market is that it
won't be as bad as Alicia,” Mr. Hazell said. In 1983,
Hurricane Alicia struck industrial areas of Texas,
causing an estimated $135 million in commercial
losses (BI, Aug. 29, 1983).

“Where Elena blew itself out was not industrial,

Continued on page 63

Benefit groups rally; ‘
against latest move
to eliminate 401(k)s

By JERRY GEISEL

WASHINGTON—Employee benefits lobbying groups are headed to
Capitol Hill to persuade Congress to reject the Reagan administration’s
renewed attempt to kill 401(k) salary reduction plans.

Leading the way are the Assn. of Private Pension and Welfare Plans,
the Employers Council on Flexible Compensation and the ERISA Industry
Committee,

In an expected move last week, the administration said it is—for the
second time in 10 months—recommending that 401(k) plans no longer be
allowed.

The move, announced in a letter from Treasury Secretary James Baker
IIT to congressional tax
committee leaders, is one of
three revenue-generating
steps proposed to make the
Reagan administration’s
tax reform package reve-
nue-neutral. Rep. Daniel
Rostenkowski, D-I1l., chair-
man of the House Ways and
Means Committee, has
made it known that Con-
gress will not consider a tax
reform package that raises less revenue than the current tax system.

Without changes, the administration’s tax package would bring in $25.1
billion less in revenues than what is generated under the current tax code.

Wiping out 401(k) plans would increase federal revenues by $11.6 billion
over the next five years, the Treasury estimates.

Another proposal affecting the taxation of inventories would bring in
$11.1 billion, and, a third proposal to retain current tax credits for child
care expenses rather than converting the credit to a deduction would pro-
duce an additional $200 million in revenue.

The three proposals, which together would raise $22.9 billion, are the
“best available means” to make the tax reform package revenue-neutral,
Mr Baker said.

Mr. Baker, in justifying the banning of 401(k) plans, says they are sav-
ings plans—not retirement vehicles—and thus should not have tax-fa-
vored status.

“Given their revenue costs, CODAs (cash or deferred arrangements)
cannot be justified as a general savings vehicle,” Mr. Baker said.

Last November, Treasury also proposed wiping out the popular 401(k)

Continued on page 60

The Joint Committee on Taxation
has issued a report for members
of Congress detailing the pros and
cons of several tax proposals ef-
fecting pension and retirement
savings programs. Coverage of
the report begins on page 54.

EIL coverage crunch prompts alternatives

By ROBERT A. FINLAYSON

LOS ANGELES—Risk managers, pushed
by the virtual unavailability of pollution lia-
bility insurance, are focusing on alternatives
to commercial coverage, including captive
insurers, self-insurance programs and a new
emphasis on loss control.

In the past 18 months, worldwide capacity
for environmental impairment liability cov-
erage has decreased by more than $165 mil-
lion to $10 million. And, the four remaining
markets writing EIL coverage have dramati-
cally increased rates, brokers report (see
story, page 64).

In addition, the majority of major domestic

insurers now are excluding from general lia-
bility policies what had been standard cover-
age for sudden and accidental pollution expo-
sures.

Coverage for sudden and accidental pollu-
tion was eliminated by many umbrella liabil-
ity underwriters in February, explains David
J. Dybdahl Jr., an environmental risk man-
agement specialist with Corroon & Black
Corp. in Milwaukee.

The exclusion has been “trickling down
into (general liability) policies since then,” he
says.

Mr. Dybdahl also said that few of the
companies excluding the coverage are of-
fering policyholders the option of buying it

back.

However, risk managers aren’t taking the
dearth of pollution coverage lying down.

Brokers and risk management consultants
report that several groups are taking steps to
find a solution to the lack of pollution liabil-
ity insurance, including:

® The development of a group insurance
program to provide members of the Syn-
thetic Organic Chemical Manufacturers
Assn, Ine. with sudden and accidental pollu-
tion coverage.

The staff of the Washington-based associa-
tion, which is composed of small to medium-
size chemical companies, hoped. to announce
details of the new program to the member-

ship late last week.

® Two separate studies to determine the
feasibility of setting up association captives to
provide EIL insurance. The studies are spon-
sored by the National Solid Waste Manage-
ment Assn. and the Hazardous Wastes Treat-
ment Council.

Members of both organizations treat,
store and dispose of hazardous wastes and
therefore are required under federal law to
either purchase EIL insurance or prove
they have the financial resources to self-in-
sure the risk. .

® Separate discussions by members of a
utility industry group and a group of East

Continued on page 64
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show profit of 57 miillion pounds

Future of workers comp
examined at IAIABC meeting
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Supporters fear suits will hurt
work comp reform in Michigan
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Delta asks U.S. to share liability

Continued from previous page
employed by the Federal Aviation Administration.

Delta contends that, because of the FAA's negligence, Delta is
entitled to recover from the FAA for any liability it ultimately may
be judged to have. However, the three-page document Delta filed
with the court does not detail the government’s alleged negligence.

Last week, a Delta attorney refused to comment except to say that
if Delta is found to be in any way responsible for the crash, the FAA
also should be responsible,

James S. Dillman, chief of litigation for the FAA, said: “I'm not
surprised they filed a third-party complaint because airline carriers
and insurers routinely do this in this type of situation.”

Recently, it was revealed that the government has agreed to pay
50% of the hull loss and liability claims stemming from the crash of
a Pan American jet outside New Orleans, on July 9, 1982. The gov-

_ernment is expected to pay more than $27 million in that incident.
(BI, Sept. 2).

But, government officials maintain the Pan Am crash is totally
different from the Delta crash and say the settlement with Pan Am
will not be a precedent for participation in the Delta litigation.

The Delta attorney would not comment on whether the settle-
ment had any bearing on its attempt to bring the government into
the litigation.

Delta brought the action against the government in two lawsuits
filed in Dallas that named Delta as a defendant.

In one of the suits, the estate of a passenger killed in the crash
alleges that Delta was negligent and grossly negligent and seeks
compensatory and exemplary damages from the airline.

The suit also names the pilot of a Lear Jet that was flying in the
area at the time of the crash.

The crash of the Delta plane occurred in a heavy thunderstorm as
the plane was landing at Dallas-Fort Worth International Airport.

The National Transportation Safety Board has not determined the
cause of the crash, However, some speculate the crash may have
been caused by violent downdrafts called “microbursts,” a form of
wind shear that can force an airplane into the ground during take-
off or landing (BI, Aug. 12).

Jersey ewxphom
Last week's fire in Passaic, N.J., ravaged 24 square blocks.

Fire destroys opera costumes

PASSAIC, N.J.—A fire that destroyed an industrial complex and
caused an estimated $30 million to $40 million in property damage
also stripped the New York City Opera of costumes for 69 of its
productions.

Although no figures were available on the value of the costumes,
an opera spokeswoman said the loss would be at least §1 million.

The costumes were insured under a policy written by Travelers
Corp. for the opera's parent, City Center of Music and Drama Inc.
Davis Dorland & Co. in New York was the opera’s broker on the
coverage.

City Center used space at the site of the blaze for storing “custom
scenery and props,” according to a spokesman at Travelers.

The opera spokeswoman said there was no way to tell yet if the
opera has sufficient insurance to cover the loss because the accident
is still being investigated. She would not release the limits of the
Travelers policy.

City Center is also the parent of the New York City Ballet, and
according to a spokeswoman for the ballet, the ballet and opera
share insurance coverage under a joint policy.

She said none of the ballet’s costumes or props were stored at the
site of the fire.

No costumes for the opera 's 20 scheduled productions for this sea-
son were destroyed since those are stored at the New York State
Theater. However, costumes for seven productions in 1986 were at
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Lloyd’s 1982 global results
(In millions of pounds)

Income? Expenditures? Profit
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Shlp damage&llabiiity 1,953.27 1 398 8 ] 1,763.4 1,2945 ‘189._9 L 1043
Property 9253 '766.2° T 829.8° 653 8 § 955 77";;112:4"#
_”Aircraft 565.6w 385.4“ ).539.7 ainindl m377 9 ) - 25.9 74
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Totals 6,569.3 4,893.3 6,512.3 47415 57.0 151.9
1 Balance brought forward, reinsurance premiums received from previous accounts, pmrnlun;jn;a;;e;t ;\wm;_ﬂpprﬂ;:ltgf; ;t:;stm—a—nts Dro;i—tu; §
currancy exchange and other items.
2 Reinsurance premiums paid to close the account, claims, syndicate expenses, annual subaaﬁpﬂuns and levies, other axpanses balance carried
forward.
Source: Lioyd's of London Chart: Amy Palmer

Liability

losses cause 62% drop

in Lloyd’s 1982 global profits

By STACY SHAPIRO

LONDON—Huge general liability losses are pri-
marily responsible for the sizable decline in Lloyd's of
London’s profits, Lloyd’s announced last week.

Lloyd's 1982 profits plummeted 62% to 57 m1llmn
pounds ($92.3 million, according to the Jan. 1, 1982, ex-
change rate) from 151.9 million pounds in 1981, Lloyd’s
reports in its 1982 global results.

Lloyd’s overall loss on its general liability account
nearly tripled to 314.4 million pounds ($510.3 million)
even though net general liability premiums rose 33% in
1982 to 346 million pounds ($560.5 million).

General liability claims more than doubled to 428.8
million pounds ($694.7 million). And, reinsurance pre-
miums to close the liability account rose 46% to nearly
1.9 billion pounds ($3.1 billion). The premiums repre-
sent unpaid claims from the 1982 accounting year.

Thus, although total general liability income rose 43%
to 2 billion pounds ($3.2 billion), expenditures rocketed

53% to 2.3 billion pounds ($3.7 billion), which accounts
for the 314.4 million-pound general liability loss (see
chart).

The general liabiléty loss was also responsible for the
200 million-pound loss ($324 million) posted by Lloyd's
non-marine market, the largest market at Lloyd’s in
terms of premium volume. The non-marine market is
primarily made up of Lloyd's property damage and
general liability accounts.

Despite the general liability loss, the strength of
three other classes of business—aircraft damage and li-
ability, ship damage and liability and goods in transit—
as well as investment income of 443 million pounds
($716 million) pulled Lloyd's into the black in 1982,
I:I}ioyd’s says in the report accompanying the global re-
sults.

“That there is a profit at all in the 1982 account, given
the general state of the world insurance market in that
year, must be cause for some satisfaction, even if muted

Continued on page 4

Casino can’t withhold benefits: Court

By CAROL CAIN

CARSON CITY, Nev.—A Nevada Supreme Court
opinion deals a blow to a hotel/casino company that
withheld workers compensation benefits from two ca-
sino workers.

In its Aug. 27 opinion, the Supreme Court ruled that
Las Vegas-based Circus Circus Enterprises Inc. should
have paid workers compensation benefits to two black-
jack dealers while appealing a hearing officer's decision
granting the benefits.

However, an attorney for Circus Circus pointed out
the opinion involves a technical issue—whether bene-
fits should be paid pending an appeal—and does not
comment on the compensability of the employees’ in-
juries.

That issue still is pending in Washoe County District
Court in Reno, said E. Williams Hanmer, an attorney in
Las Vegas that represents Circus Circus.

Suits threaten

By CAROL CAIN

LANSING, Mich.—Supporters of a workers compen-.
sation reform package enacted this summer fear that
lawsuits challenging the constitutionality of a section of
the law will affect many of its cost-saving features.

The state's workers compensation hearing officers
are challenging a section of the law that would per-
manently replace them with a 30-member board of
magistrates to be appointed by the governor.

The 38 hearing officers, known as administrative law
judges, are hired through the 44-year-old state Civil
Service Commission and contend they hold their jobs
until retirement.

The provision to replace them was designed last
month by a joint legislative committee to cut down on
the backlog of workers compensation cases and make
hearing officers more accountable for their decisions.

The workers compensation legislation—S. 7—was
supported by employer groups, organized labor and
Gov. James J. Blanchard. Gov. Blanchard signed the
amendment July 31, within hours after it was passed by
the Legislature.

These supporters fear the constitutional challenge
may drag on for years, preventing several potential
cost-saving measures from taking effect.

Some supporters also note that about 75% of the com-

Officials at Circus Circus were unavailable for com-
ment.

The Circus Circus case dates back to 1983, when
Linda Buzick and Catherine Fought, two blackjack
dealers at the Circus Circus Hotel/Casino in Reno,
Nev., complained of feelings of numbness in their
hands and fingers.

Their doctors said the condition from which the
women were suffering, which is known as carpal tun-
nel syndrome, was caused by repetitive motion that
damages wrist tendons.

Circus Circus, which self-insures its workers com-
pensation risks, denied the claims, and the dealers ap-
pealed that decision to the Nevada Department of In-
dustrial Relations. The department adjudicates dis-
puted claims.

A workers compensation hearing officer subse-
quently reversed Circus Circus’ decision and ordered it

Continued on page 60

comp reform

plex measure is tied to the provision that calls for the
replacement of the administrative law judges. They
waorry that if the provision is struck down in court, the
bulk of the reform will also be invalidated.

Late last month, Gov. Blanchard was considering
asking the state attorney general to petition the state
Supreme Court to quickly consider the challenges.

Apart from the issue of replacing the administrative
law judges, a key section of the legislation affecting
employers extends the state's current definition of dis-
ability.

This definition, contained in a 1982 work comp re-
form package, expired June 30. But, the amendment
reinstates the definition retroactive to that date and ex-
tends it to Jan. 1, 1987.

Continued on page 57

errors and omissions

® West Coast Marine Managers Inc., a marine
underwriting manager sued along with seven in-
surers over a claim on a tuna boat, is located in
San Francisco, not Monterey, Calif., as stated in a
story published Aug. 26.
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New category in risk manager contest

With the addition of a new em-
ployment category, as many as five
risk managers could be recognized
for outstanding achievement in the
1986 Business Insurance Risk Man-
ager of the Year competition.

A financial institutions category
will be added to the competition.
The other four categories are: cor-
porations with sales exceeding $300
million; corporations with sales
under $300 million; government
entities; and tax-exempt or not-for-
profit institutions.

Risk managers employed by
| banks, bank holding companies,
savings institutions, insurance com-
panies, and securities and commo-
. dities brokers and their holding
companies will be eligible for nomi-
nation under the category of finan-
cial institutions.

“We have added the category of
finaneial institutions to the compe-
tition in recognition of the develop-
ment of risk management in finan-
cial institutions and their special
risk management concerns,” said
Business Insurance Editor Kathryn
J. McIntyre.

While only one candidate will be named the 1986 Risk
Manager of the Year, as many as four candidates could
now be named to the Risk Management Honor Roll,

The candidate whose nomination receives the highest
collective score from the 10 independent judges of the

Mr. Page
Fred S. James

Utica National Group

competition will be named the 1986 Risk Manager of the
Year. Then, the candidates in the four remaining cate-
gories not represented by the Risk Manager of the Year
will be segregated by their employment category. At the
discretion of the judges, the highest scoring can-

The Judges
‘ i | (

Brockmeier
The Wyatt Co. American Can Co.

Ms. Weiner
Dade County Schools

Mr. Riffle
Insurance Management

Mr. Williams
University of Minnesata

Nominations must be submitted according to the
detailed instructions contained in a nominating form.
The nominating form currently is available from the
Business Insurance editorial office in Chi-

New challenges

National issues to affect work comp’s future: Scholar

By CAROL CAIN

SUN VALLEY, Idaho—Most of the problems currently facing
the workers compensation system are coming from outside the
system, a leading labor relations scholar says.

Although the state-administered workers compensation sys-
tem has been the source of many of its own problems in the past,
major new challenges are being posed by general economic, legal
and social developments in the United States, says John F. Bur-
ton Jr., professor of labor relations at Cornell University in Ith-
aca, N.Y.

Professor Burton, who chaired
the National Commission on State
Workmen’s Compensation Laws in
the early 1970s, spoke during a
panel discussion on the future of the
workers compensation system at the
71st annual convention of the Inter-
national Assn. of Industrial Acci-
dent Boards & Commissions held
Aug. 18-22 in Sun Valley.

Professor Burton noted several
national developments, some of
which have been building for years,
that will have a significant impact
on the workers compensation sys-
tem.

For instance, he said the slack
labor market of the past 15 years has

resulted in pressure by some to tap Sun Valley, Idaho, provided a scenic backdrop for
social insurance programs, includ- the annual IAIABC conference held last month.

ing workers compensation, as a
form of unemployment compensation.

However, the unemployment rate is expected to decline dur-
ing the next decade, so Mr. Burton believes the pressure on these
programs also will decrease.

The changing labor force also is expected to play an important
role in the future of workers compensation, Mr. Burton said.

For example, he said the aging of the workforce during the
next decade is expected to result in fewer traumatic injuries,
which are associated with younger workers, but more back prob-
lems, heart disease and other degenerative diseases associated
with older workers.

Mr. Burton also pointed to the expected shortage of entry-level
workers during the next decade. Mr. Burton and other futurists
believe the gap will be filled with immigrants—both legal and
illegal.

Many illegal immigrants work for uninsured employers, leav-
ing questions about how they will be paid in the case of an occu-
pational injury or disease, he said.

And, Mr. Burton notes, many immigrants can’t speak English,
causing communication difficulties for state administrators.

He also noted the shift in the workforce toward white-col-

lar/service jobs and away from blue-collar/manufacturing jobs.
This is expected to result in fewer injuries, especially fewer trau-
matic injuries, Mr. Burton said.

And, as the complexion of the workforce changes, so do the
power and size of labor unions, which historically have been a
strong force for workers compensation law changes.

According to Mr. Burton, about one-third of the U.S. labor
force was unionized in 1955. However, that figure has dwindled
to about one-fifth today, and it could fall to one-tenth in the next
decade if unions’ organizing stategies do not improve.

These changes in the workforce also have political implica-

i tions for the workers compensation
system, Mr. Burton said.

For instance, he said, as the cost of
workers compensation benefits
grows, there is increasing pressure
from employers, politicians and tax-
payers to restrict the growth of ben-
efits.

As an example of political
pressure, Mr. Burton also pointed to
the Reagan administration’s pro-
posal to tax workers compensation
benefits as a way to increase federal
revenues and reduce deficits (see
story, page 20).

In addition, it is expected that
health care cost-containment
techniques, such as deductibles, will
be imposed on workers compensa-

" tion medical benefits.

“I think this movement in cost
containment will inevitably be spilling over to the workers com-
pensation system,” Mr. Burton said.

Mr. Burton went on to say, “In some jurisdictions, workers
compensation is being seen as a deep pocket. We have a long
tradition of saying medical benefits in workers compensation are
free, so such a change to (cost containment) is a fairly radical
idea.”

However, there already is a form of cost containment in the
workers compensation system, according to Mr. Burton, For in-
stance, the waiting period after an injury before being eligible
for benefits is a form of deductible, and the payment of benefits
in the amount of two-thirds of wages is a form of coinsurance, he
explained.

Mr., Burton also made the point that workers compensation
benefits usually are not the only benefits available to injured
workers.

Injured workers often will receive disability benefits from So-
cial Security, veterans' compensation and private group disabil-
ity benefits, he said.

This may cause employers and others to move to

Continued on page 10

oto: Carol Cain

didate in each of the remaining cat-
egories could be named to the 1986
Risk Management Honor Roll.

Business Insurance created the
Risk Manager of the Year Award in
1977, on the 10th anniversary of the
magazine’s publication, to honor
outstanding achievement in risk
management.

The Risk Management Honor
Roll was added to the competition
in 1981 to honor outstanding risk
management in varying types of or-
ganizations.

Anyone responsible for risk man-
agement in any of the five employ-
ment categories is eligible for nomi-
nation.

The person need not practice
risk management full time; how-
ever, the candidate must be a full-
time employee of the organization
for which risk management is per-
formed.

The candidate may be nomin-
ated by anyone familiar with the
candidate’s work, like a superior,
the risk management staff, a col-
league, a broker, insurer or other
service supplier.

Continued on page 56

Court says insurer

must defend firm
in clean-up suit

By STEPHEN TARNOFF

BALTIMORE—A liability insurer must defend
a chemical solvent recycling company against a
government suit to recover costs of cleaning up
hazardous substances from a dump site, a federal
judge says.

U.S. District Court Judge Joseph H. Young
ruled last month the damage that allegedly oec-
curred when waste leaked from a Maryland
dump site constituted an “occurrence” under a
1969 policy purchased by Galaxy Chemical Inc.
from Canadian Universal Insurance Co.

Because the damage was potentially covered by
the Canadian policy, the insurer has a duty to de-
fend Elkton, Md.-based Galaxy against the
cleanup action, the court said.

If the decision stands, Canadian will have to
pay Galaxy approximately $50,000 for Galaxy’s
defense of the cleanup suit, United States vs. Bis-
sell. Galaxy also seeks expenses in bringing the
declaratory judgment action against the insurer,
said Robert 8. Faron, an attorney for Galaxy.

An attorney for Canadian Universal said the
insurer has filed a motion with the court for re-
consideration and, depending on the outcome of
the motion, will decide if it will appeal.

“I feel the court was clearly wrong and my cli-
ent feels the same way,” said Hartman J. Miller of
the Baltimore firm of Rollins, Smalkin, Richards
& Mackie.

Although the court ruled that Canadian must
defend Galaxy, it did not rule on whether the in-
surer must indemnify its policyholder.

Galaxy and various other defendants in the
Bissell case recently reached a settlement in prin-
ciple exceeding $900,000 with the government,
Mr. Faron said, though he noted the settlement
has not yet been finalized.

Mr. Faron, with the Washington firm of Brown,
Roady, Bonvillian & Gold, declined to reveal Gal-
axy's participation in the settlement except to say
it was “favorable” for his client.

Galaxy, which recycled chemical solvents be-
fore it went out of business in the 1970s, pur-
chased manufacturers and contractors liability
policies from Canadian Universal during calendar
years 1966 through 1969. The policies also covered
the directors and officers of the company, Paul
Mraz and Sally Mraz.

The company had no other primary or excess
liability insurance.

Continued on page 59
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Lloyd’s results

Continued from page 2

and restrained,” Lloyd’s Chairman
Peter Miller said in the report.
“While the marine account is the
best for some years and four of the
other six major accounts show rea-
sonable profits, the general liability
account shows an enormous loss.”

Mr. Miller warned that three
steps must be taken to improve
general liability underwriting,
“particularly for the all-important
American casualty account.”

“First, (there must be) a realistic
rating level; second, a reformed
policy wording embracing, where
needed, a claims-made basis for
claims; and, third, a measure for
tort law reform,” Mr. Miller said.

Specifically, Lloyd’s 1982 global
accounts show:

e Total income, which corre-
sponds to revenues in the United
States, rose 35% to 6.6 billion
pounds ($10.7 billion). This includes
a 26% increase in net premiums to
2.9 billion pounds ($4.7 billion), a

22% increase in investment income
of syndicate funds to 128.5 million
pounds ($208.2 million), a 23% in-
crease in appreciation of value of
investments to 313.5 million pounds
($507.9 million) and a 23% increase
in reinsurance premiums carried
forward from the previous year to
3.2 billion ($5.2 billion).

@ Total expenditures, including
syndicate expenses, rose 38% to 6.5
billion pounds ($10.5 billion). Ex-
penditures, however, don't include
commissions Lloyd’s members pay
to members’ agencies.

Claims and related expenses net
of reinsurance recoveries rose 39%
to more than 2.5 billion pounds
($4.05 billion), while reinsurance to
close rose 41% to 3.8 billion pounds
($6.2 billion).

@ Lloyd’s overall underwriting
loss quadrupled to 188 million
pounds ($304.6 million).

Under Lloyd’s accounting sys-
tem, accounts are left open for
three years to gather “sufficiently
accurate” claims information. At

the end of three years, Lloyd’s syn-
dicates estimate outstanding liabili-
ties, including incurred-but-not-re-
ported claims, and pay that sum as
a reinsurance premium to next
year’s account—a procedure
known as reinsurance to close.

If syndicates cannot accurately
estimate outstanding liabilities to
close their account and determine
final profits and loss, the accounts
are left open.

Of Lloyd’s total reinsurance to
close of $3.8 billion pounds, 647.8
million pounds ($1 billion) repre-
sents the amount needed to meet
known and unknown outstanding
liabilities in the syndicate accounts
that have been left open.

The bulk of this amount comes
from syndicates associated with
four underwriting agencies, ac-
cording to a note to Lloyd’s ac-
counts.

The agencies and their outstand-
ing liabilities for 1982 are:

® Richard Beckett Under-
writing Agencies Ltd., 283.4 million

pounds ($459 billion).

¢ R.H.M. Outhwaite (Under-
writing Agencies) Ltd., 97.4 million
pounds ($157.8 million).

e Alexander Howden (Under-
writing) Ltd., 77.5 million pounds
($125.6 million).

® Posgate & Denby (Agencies)
Ltd., 75.3 million pounds ($122 mil-
lion).

Although these syndicate ac-
counts have not been officially
closed, Lloyd's has provided for
129.4 million pounds ($209.6 mil-
lion) of losses from these syndicates
in its 1982 results. The losses are re-
flected in the total market profit of
57 million pounds.

The Richard Beckett syndicates
account for 73.2 million pounds
($118.6 million) of these losses,
Lloyd’s says.

Lloyd's 1981 results reflected a 39
million-pound ($74.5 million) loss
from the Beckett syndicates, man-
aged in 1981 by the now-defunct
PCW Underwriting Agencies Ltd.

Minet Holdings P.L.C.,, PCW's
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parent, and broker Alexander &
Alexander Services Inc. then paid
Beckett syndicate members 38.7
million pounds ($72.9 million) of
this loss. That payment isn’t re-
flected in the 1982 accounts.

While the Lloyd’s general liabil-
ity accounts posted huge losses in
1982, other classes of business spar-
kled, most notably aircraft damage
and liability, whose profits more
than tripled to 25.9 million pounds
($42 million).

Total aircraft income rose 47% to
565.6 million pounds ($916.3 million);
expenditures rose only 43% to 539.7
million pounds ($874.3 million).

Ships damage and liability prof-
its jumped 82% to 189.9 million
pounds ($307.6 million). Total in-
come rose 43% to nearly 2 billion
pounds ($3.2 billion), while expen-
ditures only rose 38% to about 1.8
billion pounds ($2.9 billion).

Goods in transit posted a profit of
38.4 million pounds ($62.2 million)
in 1982, compared with a loss of
19.6 million pounds in 1981, Total
income totaled 445.6 million (§721.9
million), while expenditures were
407.1 million pounds ($659.3).

However, the results in other
major classes of business declined
in 1982 compared with 1981.

Accident and health posted a loss
of 1 million pounds ($1.62 million),
compared with a 15.1 million-
pound profit in 1981.

Total income rose 49% to 227.9
million pounds ($369.7 million), but
expenditures rose 66% to 228.9 mil-
lion pounds ($370.8 million).

Profits declined 15% in the prop-
erty damage accounts to 95.5 mil-
lion pounds ($154.7 million). In-
come rose 21% to 925.3 million
pounds ($1.5 billion), but expendi-
tures rose 27% to 829.8 million
pounds ($1.3 billion).

Motor vehicle damage and liabil-
ity profits fell 45% to 22.3 million
pounds ($36.1 million) and the defi-
cit in the pecuniary loss accounts,
which include residual value,
credit and other financial-related
coverages, quadrupled to 170,000
pounds ($275,400).

Along with its global results,
Lloyd’s published report on the
marine, non-marine and aviation
markets and, not surprisingly, the
non-marine report did not contain
much good news.

The 1982 non-marine market re-
sults “do not make happy reading,”
commented Richard Hazell, chair-
man of Lloyd's Non-Marine Un-
derwriters’ Assn.

However, Mr. Hazell noted the
results just announced are based on
business written three years ago
“when the insurance industry gen-
erally was at its lowest ebb for very
many years, if not in its entire his-
tory.

“Undoubtedly, much of the
blame for these poor results can be
attributed to the need for un-
derwriters to increase reserves for
outstanding losses in light of the
more liberal attitudes adopted by
American courts, very often in
pursuit of the deep-pocket theory,”
Mr. Hazell added.

The report on the marine market
by Richard Outhwaite, chairman of
Lloyd’s Underwriters’ Assn., was
much more upbeat, noting the
strong performance of the ship
damage and liability and goods in
transit accounts.

However, Mr. Outhwaite did see
some problems in the market. “The
rating of hull business has contin-
ued to improve marginally al-
though international competition
has been so severe over the last few
years that the initial levels of pre-
mium are very low,"” he said. “It
will certainly require a number of
years of continually improving
rates before this area of our busi-
ness is profitable.”

The aviation market enjoyed a
banner year in 1982 because “mar-
ket conditions were more stable
than in the immediate preceding
years,” said David Peachey, chair-
man of Lloyd’s Aviation Un-
derwriters’ Assn. ]



Wausau earned its reputation in
workers compensation insurance
— a reputation for exceptional
service over a 75 year period.

Twenty years ago, we formed a
life insurance company to provide
employee benefits off the job as
well as at the workplace. Group
accident and health coverages
include the same attentive service

Wausau Life. Because em

oyees need
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that earned us our reputation in
the first place. Group life insur-
ance, group retirement plans,
payroll deduction life insurance are
all part of Wausau’s responsiveness
to your employee benefit needs.

People who work for a living
need help from the people who
know how to make business
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insurance work for a living.
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When we say life, we mean
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An HMO can cut health care costs by as much
as 30%. But so can HealthCare Compare.
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HealthCare Compare is a utilization
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and patients to help them reduce hospital
admissions and the length of hospital stays.
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An HMO ties the patients hands as to where
care can be received. But with HealthCare

Compare. each patient has completely free
choice of facilities.

An HMO patient may not get a choice
of doctors. With HealthCare Compare.
patien ls choose their own physicians just as
always. Nothing gets in the way of the

traditional relati onship.
An HMO means setting up special pay-
ment arrangements. HealthCare Compare
is simply added on to existing arrangements.
HealthCare Compare is a wholly




way of cutting health care

theres no comparison.

physician-directed company. Our reviewers
are physicians and nurses, not business
managers or administrators.

Our programs include: preadmission
certification, continued-stay review, fee re-
view, second surgical opinion, large claim
case management, mental-health services
review and short-term disability review.

HealthCare Compare is employee-
friendly. Employees welcome it. So do
employers. So do insurance companies

(more than a dozen of the nation’s largest
are already participating).

For more details, and a chance to com-
pare HealthCare Compare for yourself, call
or write Mr. Lyn Fox, Director of Marketing,
HealthCare Compare, 730 Springer Drive,

Lombard, Illinois 6014.8. (312) 932-7070.
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opinions

Administration’s flip is a flop

E ARE APPALLED that the Reagan administra-
tion reversed itself and again is recommending
Congress kill 401(k) salary reduction plans.

After watching the Reagan administration’s flip-
flops on 401(k) plans, we really wonder if the adminis-
tration has a retirement and savings income policy.

First the Treasury Department recommended in No-
vember, as part of its initial tax reform package, that
401(k) plans be eliminated. Then, in late May, the
Treasury Department and the Reagan administration
decided—after vigorous lobbying by employers and
employees—that 401(k) plans weren’t so bad after all
and should be allowed, but with lower contribution
limits and more complex non-discrimination rules.

Now, it is back to square one. The administration last
week again recommended that the plans be eliminated.

This time, though, the administration isn’t only trot-
ting out its old argument that the plans are unfair be-
cause only employees whose companies offer 401(k)
plans can enjoy the tax breaks.

Now, the administration is revealing what we have
always believed was the real reason that it opposes
401(k) plans: lost revenue.

The administration contends that elimination of
401(k) plans will save the government $11.6 billion
over the next four years as employees are blocked from
deferring taxes on the portion of their salary they con-
tribute to a 401(k) plan.

The administration is treating 401(k) plans like polit-
ical playthings. If the opposition isn’t that tough, wipe
the plans out. But if lobbying is stronger than expected,
allow the plans to continue, but reduce their appeal.
Then, if you need more revenue to cement a deal with
congressional tax committee leaders, propose wiping
them out again.

But, salary reduction plans are not political playtoys.
Employers have—at great expense—set up, adminis-
tered and often contributed to 401(k) plans because the
plans encourage employees at all income levels to save
for their retirement.

While there is no doubt that 401(k) plans cost the
government money, whether it would be as much as
$11.6 billion between 1986 and 1990, we aren’t sure.
These are tax-deferred, not tax-free, plans—an impor-
tant distinction that policymakers sometimes don't
make. The funds are taxed when withdrawn.

But, even if the cost over the next four years were as
high as $11.6 billion, it would be justified.
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Giving employees incentives to save for their retire-
ment—which we thought was a goal of the Reagan ad-
ministration—takes the pressure off government pro-
grams, like Social Security, to constantly increase re-
tirement benefits.

In addition, 401(k) plans are especially important to
young, mobile workers who may never stay at one job
long enough to vest in a pension benefit.

Although the elimination of 401(k) plans is in itself
objectionable enough, the Reagan administration’s
willingness to sacrifice employee benefits solely to
make a tax package revenue-neutral, sends a chill up
our spine. To save 401(k) plans and forestall future at-
tacks on benefit programs, employers must reactivate
those lobbying efforts that convinced the administra-
tion in May to back down on its recommendation to
eliminate 401(k) plans.

We don't like all the flip-flopping in the administra-
tion’s position on 401(k) plans, but considering what is
at stake, what'’s one more flip?

Don’t blame the courts for industry’s problems

To the editor: The headline “Court In-

terpretation of Policies Leads the List of
New Problems for Insurers” (BI, July 29)
accurately describes Robert V. Hatcher
Jr.'s Perspective article,

I have enormous respect for Mr.
Hatcher, but he is dead wrong in blaming
the courts in the United States. The con-
tinued propagandizing of this calumny
obscures the basic problems facing policy-
holders and insurers.

The courts are not to blame for the de-
cisions in the insurance coverage cases.
Virtually all coverage cases involve one
insurer against another. Indeed, the most
egregious cases—from the standpoint of
the insurance industry—did not involve
any policyholders at all.

It is just plain wrong to criticize the

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

courts or policyholders for judicial deci-
sions that result from internal insurance
industry disputes.

When Insurer A tells the court the pol-
icy covers only black horses and Insurer
B tells the court the policy covers only
white horses, it is not surprising that the
court will conclude that the policy covers
both black and white horses—and gray
horses as well.

There is nothing inherently wrong with
an insurer denying coverage and going to
court, but when an industry takes con-
flicting and inconsistent legal positions
with respect to uniform standard policy
language, the industry cannot thereafter
point the finger of blame at the judge.

The present system of compensating for
personal injury and property damage is
incredibly expensive. At least 75 cents of
each premium dollar goes to lawyers and
insurers. The insurance industry in the
United States does not appear to be partic-
ularly interested in reducing these costs.
They seem to want a little bit of tinkering
with the tort system, but no real tort re-
form.

The insurance industry should consider
the old homily: Fix yourself whenever
you feel the need to fix someone else.

Eugene R. Anderson
Anderson Russell Kill & Olick P.C.
New York

Japanese attitudes wouldn’t work in U.S.

To the editor: Your editorial, “A
Human Response Would Help” (BI, Aug.
19), concerning the differing attitudes of
Japanese and U.S. executives in light of
the Japan Air Lines tragedy, seems to
have missed the point.

Surely the explanation of U.S. execu-
tives’ behavior, under the circumstances,
is that coldhearted and unconcerned atti-
tudes are forced on them by the fear that
any sympathy or apology might suggest

an admission of liability, which the law-

yers and subsequently the courts in the

United States would be only too happy to

convert to a few million dollars in favor

of the victims.

American jurisprudence is the culprit,
not the American executive.

David H. Nicholls

Managing Director

Malvern Insurance Ltd.

Hamilton, Bermuda
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“noloss, your gain”when you
transfer your LI'D tothe
company with the stag?
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Group
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ur Consultant, your Hartford Representative, or Bud Peterson,
les-Vice President, at (203) 683-8843.

Hartford Life Insurance Company, Hartford, CT 06115

Work comp future

Continued from page 3
combine all such disability benefits
into one program, he said.

It will be up to advocates of the
current workers
compensation
system to argue
that workers
compensation
should remain
separate because
of its safety in-
centives, its in-
clusion of bene-
fits for perma-
nent partial in-
juries and the
historical trade-off between em-
ployer and employee in the work-
ers compensation system, in which
employees give up their right to sue
over a workplace injury in return
for guaranteed benefits, Mr. Burton
said.

Another panelist also stressed
that the workers compensation sys-

Mr. Burton
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tem should not be blended with
other disability programs.

“Each of us tends to view matters
from our own training and experi-
ence or bias,” said Alan Tebb, man-
ager of the California Workers’
Compensation Institute in San
Francisco, a statistical and research
organization.

“To physicians, workers compen-
sation is a medical system. To attor-
neys and many in workers com-
pensation agencies, it is a legal,
even legalistic system. To employ-
ees, it's a money system, with the
main emphasis on income benefit
levels.

“To loss-control personnel, it's a
safety system because of its ability
to internalize costs and thereby en-
courage safe operation. To claims
people, it some-
times seems like
a paper system
and a career
pain in the back-
side. And to aca-
demicians and
researchers, it's
a ‘disability’ sys-
tem, whatever
that may be,”
Mr. Tebb said.

“Now, none of
these parties is wrong, but neither
is any of them correct. They over-
look that workers compensation is
a rehabilitation system, and all the
system’s elements are directed to a
single objective: Putting injured
workers back to work,” Mr. Tebb
said.

“Workers compensation is the
only social insurance pro-
gram. . .that has this objective.”

And, Mr. Tebb said that to keep
the workers compensation system
aimed at that objective, those in-
volved in the system must develop
hard data.

He noted that it requires legisla-
tive action to correct problems or
weaknesses in the workers com-
pensation system, adding that legis-
lative staffers have a big hand in
the political process.

And, those staffers are searching
for hard data to present to their
legislators, he said.

“I'm not about to suggest legisla-
tive staffs are making the actual
decisions, but their influence is
pervasive and persuasive, particu-
larly on arcane issues that most leg-
islators find mysterious and nettle-
some. Issues like workers
compensation,” Mr. Tebb said.

“Legislative staffers don't run for
re-election. Consequently, their ap-
proach to issues, their analyses and
recommendations, can be more ob-
jective, more rational, more logical.
They respond positively to fact, to
hard data.

“And although workers compen-
sation sometimes seems to be a jun-
gle of statistics, somehow we never
seem to have the right ones. How
often have you heard, or how often
have you said: ‘I'm sorry, Senator,
we don't have that figure.’ ‘No, Mr.
Chairman, we don’t tabulate that.’
‘Well, my best guess is..." 'I don’t
know, and I don't know anybody
who does.”

Mr. Tebb suggested those in the
workers compensation community
really “don’t know enough about
our business.”

By way of example, he posed
several questions that he said the
industry currently cannot answer
adequately:

® What's the appropriate or op-
timal level for income benefits?
What's the magic to two-thirds of
gross weekly wages, or 80% of
spendable earnings?

® How effective is vocational re-
habilitation? More to the point, how
can it be made more effective?

® How effective are the system’s
loss-control services? Is there a way
to measure the effectiveness of in-
jury prevention?

® What are the causes, results
and impact of litigation in workers
compensation?

@ Does occupational disease ex-

Continued on page 12
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Mr.Tebb
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IAIABC seeks talks on insurer insolvency

By CAROL CAIN

SUN VALLEY, Idaho—State
workers compensation administra-
tors want to meet with state insur-
ance regulators and guaranty fund
administrators to streamline proce-
dures for paying workers compen-
sation claims owed by insolvent in-
surers.

“Insurance commissioners and
workers compensation people are
not talking (to each other). Since
they’re not contacting us, we need
to be a bit aggressive,” said Yvonne

Norton Leung, administrator for
the Nebraska Workmen's Compen-
sation Court.

Ms. Leung also is a member of
the Administration & Procedure
Committee of the International
Assn. of Industrial Accident Boards
& Commissions, which held its an-
nual convention last month in Sun
Valley.

“We want better liaison with the
National Assn. of Insurance Com-
missioners,” said Marshall G. Ben-
nett, chairman of the IAIABC Ad-
ministration & Procedure Commit-

tee and chairman of the Mississippi
Workers' Compensation Commis-
sion,

“The insolvent carrier question is
of great concern to us,” he noted.

“Insurance people don't under-
stand workers compensation. They
think you have an accident and you
pay a claim,” said C. John Urling
Jr., president of Martin Urling Co.
Inc, a Camp Hill, Pa.-based work-
ers compensation consultant to
state governments. He is one of the
consultants to the Administration
& Procedure Committee.

On the other hand, “The problem
with workers compensation people
is we think we're dealing with
‘workers compensation.” But we're
dealing with insurance,” Ms. Leung
said, stressing the need for dialogue
between work comp administrators
and insurance commissioners.

“Since a number of insurers
writing workers compensation in-
surance coverage have become in-
solvent and subject to receivership
or bankruptey action, the commit-
tee believes a standard operating
procedural statement should be de-
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veloped for guidelines on handling
such circumstances,” Mr. Bennett
said.

Such a procedure for state work-
ers compensation commissions
should include a plan for notifica-
tion of employers when their in-
surer becomes insolvent, he said.

“But it also should include re-
spective actions and responsibilities
of the state workers compensation
agency, the state insurance depart-
ment and the state attorney gen-
eral,” Mr. Bennett added.

The standard operating proce-
dure also should include methods
for collecting funds to pay workers
compensation claims if an insurer
becomes insolvent. This money
could come from the insolvent in-
surer's bond, through bankruptcy
action, from the state’s guaranty
fund or through an assessment
against other insurers, he said.

He added that there even may be
a point where the outstanding
claims should be written off.

“The SOP is not what to do tg
prevent a carrier from going down
—that'’s the insurance department'’s
responsibility—but what’s to be
done and how quickly to get bene-
fits paid (to an injured worker)
after an insolvency,” Mr. Benneti
said.

The TATABC committee ap-
pointed a subcommittee to develop
a standard operating procedure and
to set up communication with the
NAIC and with guaranty fund ad-

$/12 SURGtcaL sup ¢
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minstrators.

A report from the subcommittee
chaired by Bruce Eanet, associate
director for workers compensation
with the District of Columbia’s De-
partment of Employment Services,
is expected at next spring’s IAIABC
all-committee conference. By that
time, the subcommittee will have
met with members of the National
Committee on Insurance Guaranty
Funds, Mr. Eanet said.

“We want to work out some mu-
tual procedures,” Mr. Eanet said,
explaining a guaranty fund's pro-
cedure could be meshed with the
well-established claims-handling
techniques in state workers com-
pensation bureaus.

The TAIABC's plan to communi-
cate more closely with the NAIC
appears to be welcomed by the in-
surance regulators.

“I can't disagree with the advan-
tage of better communication,” said
Bruce Foudree, president of the
NAIC and Iowa's insurance com-
missioner.

However, he cautioned that in-
surance regulators cannot and will
not release confidential informa-
tion about an insurer’s financial
status before the insurer actually is
declared insolvent,

Insurance regulators have been
accused of being aware of insurers
in financial trouble but not sound-
ing a warning.

But, Mr. Foudree said, “I
wouldn't dare say to the public or
anyone else that an insurer
wouldn't make it.
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the IATIABC committee plans to
continue working with employers
that self-insure their workers com-
pensation risks, Mr. Bennett said. =
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Comp administrators’
importance stressed

By CAROL CAIN

SUN VALLEY. Idaho—Workers
compensation administrators are
the ey tc making the system
work, according to a leading attor-
ney.

The administrators—those peo-
ple who adjudicate disputed work-
ers compensation claims—*“are the
heroes that are unsung,” noted Eu-
gene C. Thomas, president-elect of
the Armerican Ber Assn. and chair-
man of the Boisz, Idaho, law firm
of Moffatt, Thomas, Barrett &
Blanion.

“By keep:ing the vast majority of
workers 2ompensation disputes out
of the courts...you have reduced
the strain cn th2 judicial system,”
he szid. e estimated that 10 mil-
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cost-containment programs. Let us analyze
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me, Jeffrey Wintersteller, at (614) 481-8391,
or write: 2025 Riverside Drive, Columbus,
OH 43221.
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IMPROVED CASH FLOW AND
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lion workers compensation cases
nationwide are handled annually
by adjudicators.

Mr. Thomas was the keynote
speaker at the 71st annual conven-
tion of the International Assn. of
Industrial Accident Boards & Com-
missions, held Aug. 18-22 in Sun
Valley.

He told those attending the con-
vention, most of whom were work-
ers compensation adjudicators, that
they will be called on more during
the coming decades to help in at-
tempts to make the workers com-
pensation system work better.

For example, Mr. Thomas said
several sessions at a recent ABA
convention held in Washington
and London dealt with workers
compensation issues, but represen-
tatives of the IAIABC were not in-
vited to participate.

However, he said, “In the future,
the ABA will not address such mat-
ters without an invitation to you to
be participants.”

Another convention speaker,
Idaho Gov. John
V. Evans, told
delegates he
shared their
concern about
attempts by
Congress to un-
dermine state
control over the
workers com-

- pensation sys-
Gov. Evans tem.

“Congress just
won't let the states alone,” Gov.
Evans said, referring to past and
pending federal legislation aimed
at limiting the state control over
workers compensation issues.

“Workers compensation is a state
responsibility. Let’s let the states
determine the standards based on
local standards and economics,” the
governor said.

He encouraged members of the
IATABC to “pull together” with
state legislators and governors to
lobby against federal intervention
in workers compensation regula-
tion.

The IAIABC convention at-
tracted 371 people, including work-
ers compensation administrators,
employers, self-insurers, insurers
and Idaho legislators. Most of the
conference attendees were from
the United States and Canada, but
there also were representatives
from Puerto Rico, Australia and
South Africa.

Glenn L. Schilling, a Louisville,
Ky., attorney and member of the
Kentucky Workers' Compensation
Board, was elected IAIABC presi-
dent. He replaces Will Sheridan
Defenbach, a commissioner with
the Idaho Industrial Commission,
who served as president for the
past year (see story, page 18).

The participants took part in a
variety of work sessions and infor-
mational seminars.

For instance, leaders from the
workers compensation community,
including John Burton, a labor re-
lations professor at Cornell Univer-
sity in Ithaca, N.Y., discussed the
future of work comp in the next
decade (see story, page 3).

And employers that self-insure
their workers compensation risks
discussed their needs at several ses-
sions held in conjunction with the
IAIABC convention that were
sponsored by the National Council
of Self-Insurers (see stories, page
52).

During the IAIABC convention,
delegates also heard reports on the
activity of the organization's seven
standing committees. The commit-
tees, which study various aspects of
the workers compensation system,
are made up of work comp admin-
istrators, with representatives of

Continued on page 16
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IAIABC meeting

Continued from page 14

the business, insurance and labor
communities serving as consul-
tants.

Robert C. Landess, a member of
the Iowa Industrial Commission
and chairman of the IATABC's Ad-
judication Committee, told dele-
gates that the committee is starting
a project to determine ways to ex-
pedite the intra-agency adjudica-
tion of contested workers compen-
sation claims.

The ongoing study includes iden-
tification of reasons for the volume
of workers compensation litigation;
identification of barriers to expedi-
tious adjudication of claims at vari-
ous stages; and consideration of
ways to overcome these barriers.

Mr. Landess said there is a signif-
icant difference in the manner in
which contested cases are handled
among various states. However, he
said, there are common problems
that appear to cause increasing ca-
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Workers comp
administrators ‘are
the heroes that are

unsung,’ says the
ABA’s Mr. Thomas.

seloads and delays in adjudication.

The Adjudication Committee
plans to identify and study jurisdic-
tions in which litigation is less com-
mon and adjudicated cases are set-
tled quickly to pinpoint laws and
procedures that result in this
greater efficiency, Mr. Landess
said.

The committee also will act as a
resource for IAIABC member juris-
dictions that are experiencing par-
ticular problems by collecting and
disseminating information from
other jurisdictions that have solved
these problems. .

In the coming months, the com-
mittee also will survey jurisdictions
about the methods they use for in-
formal dispute resolutions, Mr.
Landess said.

Two other committees—Rehabil-
itation and Statistics—are embark-
ing on a two-year study of the cost
and effectiveness of rehabilitation.

All jurisdictions are being asked
to participate in the study, which
will use computers to track all
workers compensation cases re-
ferred for vocational rehabilitation
from Jan. 1 to June 10, 1986.

The cases will be tracked until
they are closed or for up to a maxi-
mum of two years.

Florida, Georgia, Nevada, Ohio,
Oregon and Wisconsin already
have agreed to participate in the
study by providing data to the
TAIABC.

The IAIABC’s Administration &
Procedure Committee also is in-
volved in several studies.

Chairman Marshall G. Bennett,
who is chairman of the Mississippi
Workers' Compensation Commis-
sion, said the committee plans to
conduct a study of emotional illness
claims.

Such claims are increasing in
most jurisdictions, he said, and the
committee plans to collect and ana-
lyze data on mental stress claims
from all jurisdictions to plot the im-
pact of the increase on the workers
compensation system.

No formal outline has been de-
veloped for this data compilation
and analysis.

The Administration & Procedure
Committee is planning to study the
concept of 24-hour insurance cov-
erage for employees, which would
include a combination of group
health and workers.compensation
insurance.

The committee plans to meet
with representatives from the in-
surance industry within the next
year to begin talks on such cover-
age, Mr. Bennett said.

The bulk of work by these and
other committees is performed at
the IATIABC's annual All-Commit-
tee Conference held each spring.
The committees are scheduled to
report on their progress during the
next annual convention, slated for
Oct. 12-15, 1986, in Louisville, Ky.

In addition to its committee
work, the IAIABC also sponsors an
annual workers compensation col-
lege, which offers an intensive
five-day course of study in the field
of workers compensation.

Newly appointed state adminis-
trators often attend the college,
along with members of the insur-
ance, legal, business and labor com-
munities.

The next college, which is held in
a different location each year, will
be March 23-28 at Duke University
in Durham, N.C.

Information about the college or
about the IAIABC is available from
IATABC Executive Director J.T.
Noblin, One LeFleur Square, P.O.
Box 79109, Jackson, Miss. 39236;
601-366-4582. "
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New IAIABC president
wants more labor input

By CAROL CAIN

SUN VALLEY, Idaho—The new
president of the International Assn.
of Industrial Accident Boards &
Commissions wants to see labor
union representatives return as
consultants to the association of
workers compensation administra-
tors.

“I'm concerned that in the last 13
years there has been a continuing
erosion of labor representation in
the IATIABC,” explained Glenn L.
Schilling, the new president of the
IATABC.

Labor and the IATABC parted
company over the issue of a federal
workers compensation system, Mr.
Schilling explained.

Mr. Schilling, an attorney from
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Louisville, Ky., and a member of
the Kentucky Workers' Compensa-
tion Board, was sworn in as presi-
dent of the IAIABC at the annual
convention last month in Sun Val-
ley.

Labor leaders used to serve on
the IAIABC's committees, along
with representatives of the busi-
ness and insurance communities.
However, labor stopped participat-
ing in the JATABC's programs and
projects in the early 1970s over the
issue of a federally administered
workers compensation program,
Mr. Schilling said.

Labor supported proposals that
would have created a federal work-
ers compensation program, which
is the opposite of the IAIABC's phi-
losophy that advocates a state-ad-
ministered workers compensation
program, according to Mr. Schil-
ling.

Despite that difference, Mr.

. Schilling said, the JAIABC and

labor share several common con-
cerns, including
workplace
safety, voca-
tional rehabilita-
tion and con-
taining the ris-
ing cost of health
care.

The associa-
tion's new presi-
dent was ap-
pointed to the
Kentucky work
comp board in 1973.

Since then, he said, he has heard
many claims that the system isn’t
working.

“But we need a balance. No one
ever talks about where we'd be
without workers compensation,”
Mr. Schilling said.

“The system does very well. . .for
the average workers compensation
case,” he said, noting that it is those
few extreme cases that make the
news and give the impression that
the system is not working.

“The average workers compen-
sation case isn't even a case. It's a
medical bill. That's why the system
may not be a triumph, but it's a suc-
cess,” he said.

In addition to his duties as
IAIABC president and as a member
of the Kentucky Workers' Com-
pensation Board, Mr. Schilling also
has a private law practice. The Cin-
cinnati native was a practicing at-
torney for 20 years before being ap-
pointed to the Kentucky workers
comp board.

Mr. Schilling received his law
degree and an undergraduate de-
gree in liberal arts from the Uni-
versity of Cincinnati.

Other IAIABC officers elected
last month are:

® President-elect John A. Ar-
cudi, who is chairman of the Con-
necticut Workers' Compensation
Commission.

@ Vp Phillip T. Bork, who is a
member of the Washington State
Board of Industrial Insurance Ap-
peals.

® Secretary Charles J. Krysiak,
who is chairman of the Maryland
Workmen's Compensation Com-
mission.

Elected to the IAIABC's Execu-
tive Committee were John N.
Shanks, chairman of the Indiana
Industrial Board; Bruce M. Eanet,
associate director for workers com-
pensation of the District of Colum-
bia Department of Employment
Services; and Allyn C. Tatum, a
commissioner with the Arkansas
Workers’ Compensation Commis-
sion.

Also elected to the Executive
Committee were Marjorie L. Dight,
manager of the Industrial Commis-
sion of Arizona; and R.J. Allen,
chairman of the Nova Scotia Work-
ers’ Compensation Board. ]

Mr. Schilling
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IAIABC opposes taxing work comp benefits

By CAROL CAIN

SUN VALLEY, Idaho—State
workers compensation administra-
tors are opposed to the Reagan ad-
ministration’s proposal to tax em-
ployees on the value of their work-
ers compensation benefits.

A resolution unanimously
adopted last month by the Interna-
tional Assn. of Industrial Accident
Boards & Commissions notes that
work comp benefits never have
been taxed and that the size of ben-
efits is based on the assumption
that they are not taxed.

The TATABC's resolution also
states that workers compensation
benefits are the exclusive remedy
for injured workers, replacing
workers' right to go to court to seek
a tort recovery against employers.
And, the resolution points out, tort
recoveries are not taxed.

Thus, “Workers compensation
benefits, like tort recoveries,
should not be taxed,” it states.

If the proposal to tax workers
compensation benefits becomes
part of a tax reform package, the
IATABC and employer groups be-
lieve there will be pressure to in-
crease benefit levels to injured
workers. And, they say this would
result in higher workers compensa-
tion insurance rates for employers
and self-insurers.

In its resolution, the IAIABC also
contends the U.S. economy would
be affected adversely by taxation of
work comp benefits.

An increase in the cost of work-
ers compensation benefits ulti-
mately would drive up the cost of
American products, thereby weak-
ening the position of U.S. com-
panies against foreign competition,
the resolution says.

This, the resolution contends,
would increase foreign trade defi-
cits and cause a loss of U.S. jobs.

“There are persuasive arguments
for taxing workers compensation
benefits, and if you're not aware of
these arguments and the counter-

arguments, then it’s easy to get
swept up,” said Robin W. Waller,
chairman of the IATABC’s Legisla-
tion Committee, which drafted the
resolution. He also is a commis-
sioner with the Connecticut Work-
ers’' Compensation Commission.

However, many congressmen
misunderstand the purpose of
workers compensation and overes-
timate the amount of money that
would be collected if the benefits
were taxed, Mr. Waller said.

For example, “One of the reasons
put forth by the president’s pro-
posal for the taxation of workers
compensation benefits is based on
the theory that those benefits are
strictly for wage replacement,” Mr.
Waller said in a written report to
the IATABC.

Those who propose taxing bene-
fits note it is possible that an in-

jured worker receiving two-thirds
of his or her salary in the form of
untaxed workers compensation
benefits actually may receive more
money than he or she would re-
ceive after taxes are deducted from
his or her paycheck.

Those supporters of benefit taxa-
tion contend this reduces the
worker’s incentive to return to
work, Mr. Waller’s report says.

However, he says, workers com-
pensation benefits are not wage re-
placement.

“These benefits came about as a
result of the historic compromise in
which injured workers gave up the
right to sue their employers in the
theory of tort negligence and in re-
turn gained the right to the quick
and certain payment of sums on a
no-fault basis; employers gained
the certainty that their losses

would be predictable and insurable
and in return gave up the right to
the common law defenses of con-
tributory negligence, assumption of
the risk and the fellow-servant
rule,” Mr. Waller’s report reads.

“The president’s plan does not
propose to tax tort awards, which
workers compensation benefits
were originally designed to re-
place,” he notes.

Mr. Waller also said the presi-
dent’s proposal noted that most
workers compensation recipients
return to work after less than three
weeks of lost time.

“It is difficult to see how taxation
of these benefits would increase the
incentive to work,” he said.

“Conversely, it would unfairly
affect those recipients being paid
permanent partial disability bene-
fits, many of whom have already

returned to work. More than one-
half of the indemnity payments
made are in this category.

“It strains logic to understand
how taxing an injured employee’s
benefits for the loss of a hand, foot
or eye would increase his incentive

- for work, especially in light of the

fact that a person, similarly injured
by a non-compensable accident,
will not have his tort recovery
taxed,” Mr., Waller said.

Other IAIABC members joined
the Legislation Committee in ex-
pressing opposition to the taxation
of workers compensation benefits.

The Administration & Procedure
Committee urged the IAIABC's Ex-
ecutive Committee to express its
opposition to the administration’s
proposal by writing to their con-
gressmen and by testifying against
the proposal. .
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Workplace
safety rules
are adopted

By CAROL CAIN

SUN VALLEY, Idaho—Workers
compensation administrators who
adjudicate disputed claims are also
championing workplace safety.

The International Assn. of Indus-
trial Accident Boards & Commis-
sions adopted a safety standard
during its annual meeting last
month in Sun Valley and also is
preparing a media campaign
designed to promote workplace
safety.

The safety standard is the 23rd
standard adopted by the 7l-year-
old association. The standards rep-
resent formal positions of the
IATABC, and member jurisdictions
are urged to work toward meeting
those standards..

The safety standard reads:

“Member jurisdictions should
provide programs for the preven-
tion of occupational injuries and
diseases, including engineering,
educational, hazard identification
and elimination and economic
analysis services; should require
similar programs by insurers for
those firms covered by their work-
ers compensation policies; and
should monitor and evaluate these
services.”

The IATABC's Safety Committee
spent almost two years drafting the
standard, which is intended to
focus the attention of workers com-
pensation leaders worldwide on
safety and accident prevention,
said Safety Committee Chairman
Anthony W. Skiff. Mr. Skiff also is
director of the division of workers
education for the Connecticut
Workers’ Compensation Commis-
sion.

“The whole purpose of the stan-
dard is to encourage jurisdictions to
establish these services,” Mr. Skiff
said.

“It calls attention to the safety
promotion element that was absent
from the IAIABC's standards,” he
said.

Included in the association's
other 22 standards are JAIABC
support for the prompt delivery of
benefits, coordination of benefits
and compensation for occupational
injuries and diseases.

In addition to its work in draft-
ing the new safety standard, the
IAIABC's Safety Committee also is
compiling a catalog of media re-
sources that promote occupational
safety and health.

This listing of films, tapes and
other products will be categorized
by subject and should be available
by the end of the year, Mr. Skiff
said.

The committee also is studying
ways to measure the cost effective-
ness of safety promotion and acci-
dent prevention programs.

This data will be used to develop
a media campaign to sell safety, ac-
cording to Mr. Skiff.

“The committee's concern was
that safety is all too often viewed
only as a net expenditure on the
annual balance sheet. By providing
convincing evidence of the return
produced by money expended on
safety, the committee believes that
relevant decision-makers will be-
come more favorably disposed to-
ward safety initiatives and expen-
ditures,” Mr. Skiff said.

“We're about to enter a new era
in occupational safety and health,”
he said, adding that the committee
wants to help member jurisdictions
be prepared.

To accomplish this, the commit-
tee is gathering a list of individuals
and organizations that promote
workplace safety.

When it is compiled, this list will
be available to IAIABC member
jurisdictions upon request, accord-
ing to Mr. Skiff. L]

IAIABC endorses NAIC report on occupational disease

By CAROL CAIN

SUN VALLEY, Idaho—Workers compensation administrators agree
with insurance regulators that state workers compensation programs—
and not a federal system-—should be the primary mechanisms for han-
dling occupational disease claims.

The International Assn. of Industrial Accident Boards & Commis-
sions last month endorsed an occupational disease report adopted in
June by the National Assn. of Insurance Commissioners (BI, June 10).

An TAIABC member was co-chairman of the NAIC committee that
drafted the report, and members of the IAIABC's Legislation Commit-
tee reviewed the many drafts written during the past two years.

The report, “Occupational Disease Issues,” presents an in-depth look
at the problems of occupational diseases and offers some solutions,
noted IAIABC Legislation Committee Chairman Robin W. Waller.

“It evaluates state workers compensation systems and makes recom-
mendations that would make them more responsive to occupational
disease claims,” Mr. Waller said at the IJAIABC'’s annual convention last
month in Sun Valley. e

The IAIABC adopted a resolution that endorses “the findings and
conclusions” of the NAIC's occupational disease report.

Mr. Waller also pointed out the NAIC report found only a relatively
small number of occupational disease claims, which he said further

supports the contention that state systems can handle the problem.

“Previous Legislation Committee reports have dealt with the ques-
tion of the magnitude of occupational disease claims. Suffice it to say
there are no reliable figures on the exact number of occupational dis-
ease cases. Figures range from a few thousand annually to 100,000
deaths per year due to occupational exposure,” Mr. Waller said in a
report of the Legislation Committee.

“Present estimates put the figures at no more than 2%-5% of the total
number of workers compensation claims filed per year. In view of these
figures, the Legislation Committee was of the opinion that state systems
have adequately dealt with the issue,” he said.

The Legislation Commititee generally endorsed the principles in the
NAIC's report, including that the statute of limitations for occupational
disease claims should be triggered by a current event, such as the ap-
pearance or knowledge of the disability, rather than by an arbitrary
period of time since the last exposure to a disease-causing substance.

The JAIABC committee also agreed with the NAIC's recommenda-
tion that the statute of limitations for death claims should run from the
date of death rather than the date at which dependents of the injured
worker first knew of the occupational disease.

The Legislation Committee also specifically endorsed the NAIC’s call
for a central depository of the “latest and most relevant scientific data”
on occupational disease.
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Western Union fills risk management posts
| comings & goings: buyers |

Raymond J. Devine has been
named senior director-risk man-
agement and insurance at Western
Union Corp. in Upper Saddle
River, N.J. Mr. Devine, 34, will be
responsible for design, purchase
and -administration of all prop-
erty/casualty programs as well as
fire protection. He will report to
Stephan A. Smiszko, vp-finance
and treasurer. He replaces Kevin
Christel, who has joined Alexander
& Alexander Services Inc.

Mr. Devine, previously assistant
director of corporate insurance for
Engelhard Corp. in Edison, N.J.,
has a bachelor of science degree in
management from St. Francis Col-
lege in Brooklyn, N.Y., an MB.A.
in management from Long Island
University in Greenvale, N.Y.

In addition, John H. Carter III
has been named manager-risk

management and insurance at
Western Union. Mr. Carter, 28, will
assist in the administration of all
property/casualty and fire protec-
tion programs. He will report to
Mr. Devine. He replaces Karin
McConnell, who left the company.
Before joining Western Union, Mr.
Carter was risk manager for San-
tini Brothers Inc. in Bronx, N.Y.
Mr. Carter, who has a bachelor of
arts degree in political economy
from Fordham College in Bronx,
N.Y., is a member of the American
Society of Safety Engineers.
¥ % %

Richard H. Wagner, 41, has
been appointed executive director
of compensation and benefits for

Estee Lauder Inc. in New York.
Mr. Wagner is responsible for the
design and administration of all
compensation and benefits plans,
including health care benefits. He
is also responsible for the com-
pany's workers compensation in-
surance program.

He reports to Thomas Moorhead,
senior vp of corporate affairs, and
replaces Alexander A. Stanich,
who is now vp of employee rela-
tions at the Equitable Life Assur-
ance Society of the United States in
New York,

Previously, Mr. Wagner was a
compensation consulting principal
at The Wyatt Co. in New York. He
received a bachelor of arts degree

in English from The College of the
Holy Cross in Worcester, Mass., in
1965 and an executive master’s de-
gree in business administration
from Southern Methodist Univer-
sity in Dallas in 1978.
L B

J. Greg Ness, 28, has been
named manager of the corporate
personnel department at Standard
Insurance Co. in Portland, Ore. Mr.
Ness, who will report to Corporate
Secretary Rudy B. Miner, will
oversee personnel services, includ-
ing benefit plans, for the company's
more than 800 employees. Mr. Ness,
who was previously director of or-
ganization development at Stan-
dard Insurance, replaces William S,
Thompson, who has been assigned
to the company’s group insurance
division. Mr. Ness has a bachelor’s
degree in psychology from Wash-

WERE REAL ESTME B
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ington State University in Pull-
man, where he graduated Phi Beta
Kappa. Mr. Ness also is studying for
a master’s degree in business ad-
ministration at Portland State Uni-
versity.

® % &

Kenneth K. Gerrity, 28, has
been named manager-liability
¢laims at Pilot Freight Carriers Inc.
in Winston-Salem, N.C. Mr. Ger-
rity, previously a claims supervisor
for Peerless Insurance Co. in Char-
lotte, N.C., will handle the com-
pany'’s automobile and general lia-
bility claims. He replaces and now
will report to Randy O'Neill, who
has been promoted to director of
insurance. Mr. Gerrity has a bache-
lor of science degree in business ad-
ministration from Wake Forest
University in Winston-Salem. In
addition, Mr. Gerrity received a
master’s of business administration
from the University of Richmond,
in Richmond, Va.

® B &

Sharon A. Urban, 30, has been
named assistant director of risk
management at The Times Mirror
Co. in Los Angeles. Ms, Urban, who
will be responsible for workers
compensation programs and risk
information systems, reports to
Ralph E. Gentry, director of risk
management. She replaces Philip
Christianson, now manager of
group insurance. Before joining the
company, she was insurance ana-
lyst for Skokie, Ill.-based G.D.
Searle & Co, She has a bachelor of
science degree from Marquette
University in Milwaukee, a master
of science degree also from Mar-
quette, and an M.B.A. in manage-
ment from Northwestern Univer-
sity in Evanston, Til.

[ ]

We'd like to report on staff changes in
your company’s risk manegement,
safety or employee benefits depart-
ment. Just drop a note to Marla An-
telis, Business Insurance, 740 N. Rush
St., Chicago, Il. 60611, or call 312-649-
5282, Please send a photograph, too.

# %
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I washington |

Subcommittee suggests
crackdown on tax havens

By JERRY GEISEL

WASHINGTON—Risk managers
may find it more difficult and ex-
pensive to run offshore captive in-
surance companies if Congress acts
on suggestions made by a Senate
subcommittee.

Suggestions made by the Senate
Permanent Subcommittee on In-
vestigations to curb laundering of
illegally earned profits in offshore
banks include:

® Denying federal tax deduc-
tions for expenses or losses in-
curred during transactions involv-
ing havens. Presumably, that
would mean, among other things, a
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company could no longer deduct
the cost of running a captive domi-
ciled in a tax haven.

The report lists such major cap-
tive domiciles as the Bahamas, Ber-
muda, the Cayman Islands and
Turks and Caicos as tax havens.

® Requiring U.S. corporations to
treat tax-haven income the same as
U.S. income for tax purposes.

As a result, income earned from
insuring foreign-related risks in an
offshore captive would have to be
included as U.8. income.

® Requiring U.S. banks to report
all financial transactions involving
havens.

@ Limiting direct airline flights
between the U.S. and tax havens. It
is now possible, for example, to fly
non-stop from New York to Ber-
muda.

While the proposals could affect
captive operations, they are pri-
marily aimed at making it more
difficult for companies and indi-
viduals to stash illegally earned
profits in narcotics trafficking and
other criminal activities in offshore
banks.

Group health coverage

Employers should pay attention
to legislation, H.R. 3128, to require
companies to extend group health
care coverage to widows and de-
pendents, advises consultant
Towers, Perrin, Forster & Crosby.

Under the measure, cleared by
the Ways and Means Committee
and awaiting action by the full
House, employers would have to
cover employees’ spouses and de-
pendents in their group health in-
surance plans after an employee di-
vorces or separates from his or her
spouse or after an employee dies
(BI, July 29).

Companies could require depen-
dents to pay the full premium for
the coverage, including any part
formerly paid by the employer.

“The proposal deserves employer
attention for a number of reasons,”
TPF&C notes.

First, the proposal, tucked away
in a budget bill, would take effect
on Jan. 1, 1986, for many plans and
up to one year later for collectively
bargained plans. That would give
employers little time to comply.

The measure, if enacted, would
add considerable administrative
time and expense because of exten-
sive notification requirements to
participants, TPF&C observes.

“Of perhaps most concern, the
bill would represent a significant
step toward a federally mandated
health care plan,” TPF&C says.

If the measure is enacted into
law, employers that fail to comply
would no longer be able to deduct
their group health care costs from
their federal taxes.

TPF&C believes the proposal
stands a good chance of enactment.

Education benefits

Reps. Frank Guarini, D-N.J., and
Guy Vander Jagt, R-Minn., have
introduced legislation, H.R. 1356, to
indefinitely extend Section 127 of
the Tax Code which excludes em-
ployer-provided educational assis-
tance benefits from employees’ tax-
able income.

“Adoption of a permanent tax
exclusion for employer-provided
educational assistance will make
for better educated employees. In
turn, better-educated employees
will improve the industrial capac-
ity of our country and help us re-
tain our competitive edge,” Rep.
Vander Jagt said.

The measure, backed by a broad

Continued on next page
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Continued from prevous page
coalition of business and labor

roups, would retain the current
§5.000 cap on the annual maximum
amount of tax-free educational as-
sistance benefit a company may
provide an employee.

Section 127 is scheduled to expire

on Dec. 31.

Plan trustees sued

Trustees of a multiemployer pen-
sion plan made imprudent real estate
loans, the Labor Department says.

Trustees of the California Wood-
workers Pension Trust of Oroville,
Calif., made a series of inadequa-
tely secured loans at below-market
interest rates, the department said.

In a suit filed in U.S. District
Court in Sacramento, Calif., the de-
partment said the trustees also
spent excessive amounts for ad-
ministration of the trust.

The suit asks the court to order the
trustees to rescind the prohibited
loans, reimburse the plan for any
losses incurred by improper invest-
ments and relinquish investment au-
thority for 10 years to a court-ap-
pointed investment manager.

Named as defendants are current
or former trustees Dean Hull Simp-
son, John C. Armstrong, Bruno
Bounanoma, Charles Hensley,
Daniel Allison and N. Jean Paul.

Pension offices closed

The Labor Department's Office
of Pension and Welfare Benefit
Programs, which enforces the Em-
ployee Retirement Income Security
Act, is closing down three district
offices,

Last week, the department
closed its Buffalo, N.Y., office and
shifted that office’s responsibilities
to the OPWBP's Boston office. The
Boston office is located at 110 Tre-
mont St., Room 211, Boston, Mass.
02108; 617-223-6734.

In addition, OPWBP district of-
fices in Nashville, Tenn., and
Puerto Rico also were closed. Those
offices’ cases have been shifted to
the Atlanta area office, which is lo-
cated at 1371 Peachtree St., Room
205, Atlanta, Ga. 30367; 404-881-
40890.

Crime insurance

The Federal Crime Insurance
Program is expected to stop writing
new policies on Sept. 30 when stat-
utory authority for the program
runs out.

Last year, Congress rejected the
Reagan administration’s proposal
to kill the program at the end of the
1984 fiscal year, but agreed to one-
time program extension to Sept. 30,
1985.

Policies written before Sept. 30
will remain in-force for their full
one-year term.

The program currently has about
40,000 policyholders, many of them
small businesses in the New York
metropolitan area.

Reinsurance results

U.S. underwriters netted a rec-

Wisconsin hit hardest
in midwestern storm

NEW YORK—Wind, hail and
tornadoes caused an estimated $40
millicn in insured property damage
June 8-10 in Wisconsin, Michigan
and Kentucky, according to C.E.
Hermanson, vp of the Property
Claim Services division of Ameri-
can Insurance Services Group Inc.

Hardest-hit was Wisconsin,
where an estimated $18 million in
damage was reported, most of it
around Marinette.

Property losses in the area of
Menominee, Mich., were estimated
at $15 million. And, damage in
Kentucky was pegged at $7 million.

The storm was assigned Catastro-
phe No. 73 by the Insurance Ser-
vices Office. ]

ord $1.079 billion in-reinsurance
premiums for coverage sold in for-
eign countries.

However, this amount was less
than half of what U.S. insurers paid
to foreign reinsurers.

U.S. insurers reinsuring overseas
risks received net premiums—pre-
miums minus commissions—of $1.1
billion and paid out $985 million in
losses for net receipts of $115 mil-
lion, according to the U.S. Com-
merce Department’s Bureau of
Economic Analysis.

However, at the same time, U.S.
insurers paid out $2.4 billion in net
premiums to foreign reinsurers in
1984, the largest amount since the
Commerce Department started re-
porting reinsurance statistics 35
years ago.

U.S. insurers recovered $2 billion
in losses on the $2.4 billion in net
premiums they paid to foreign
reinsurers, or a $400 million net
outflow.

Comparing the U.S. receipts of
$115 million with the net U.S. pay-

ments of $400 million, the effect of
last year’s international insurance
transactions was a net outflow of
$285 million to foreign reinsurers.

IRA, Keogh assets

The amount of Individual Re-
tirement Account and Keogh plan
assets has topped $200 billion.

Between June 1984 and June
1985, IRA and Keogh plan assets
climbed to $202.4 billion from
$142.2 billion, a 42.3% increase, ac-
cording to the Employee Benefit
Research Institute.

Under law, an individual em-
ployee can contribute up to $2,000
annually to an IRA. Up to $30,000
annually can be contributed to a
Keogh plan.

Keogh plans are used mainly by
self-employed professionals, such
as lawyers and doctors.

EBRI also reports that, as of this
June, 27.6% of IRA and Keogh plan
assets were held by commercial
banks, compared with 28.2% in

June 1384. Savings and loans held
24.5% cf the assets this June, down
from 26.2%, and the remaining
47.9% of IRA and Keogh assets was
divided among a variety of finan-
cial institutions, including life in-
surance companies, credit unions
and mutual savings banks.

Social Security exhibit

Employee benefit managers who
are in Washington during the next
several months may want to stop at
the National Archives, which is
featuring a special exhibit on the
history of the Social Security Act,
whose 50th anniversary was last
month.

The exhibit will be open to the
public through December. The Na-
tional Archives is located at Penn-
sylvania Avenue and 8th Street
N.W.

Railroad retirement
Another federal retirement ben-

efit program is celebrating its 50th
anniversary this year. .

On Aug. 29, 1935, President Frank-
lin D. Roosevelt signed the Railroad
Retirement Act into law. That act
created a new, federally administered
pension program for many of the na-
tion's railroad workers.

During the last 50 years, the rail-
road retirement program—funded
through special payroll taxes rail-
roads pay—has delivered more
than $80 billion in retirement bene-
fits to a total of 1.6 million retired
employees, 800,000 spouses and 2
million survivors.

This year, the program will pro-
vide about $6 billion in retirement
and survivors' benefits to about 1
million persons, according to the
U.S. Railroad Retirement Board,
the agency that administers the

gram.

Both the Railroad Retirement
Act and the Social Security Act
were key components of the Roose-
velt administration’s New Deal leg-
islation. .
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PPO cuts health costs
at Hewlett-Packard

PALO ALTO, Calif. —A year-old
preferred provider agreement be-
tween a California hospital and a
large employer is cutting the em-
ployer’'s health care costs by 20%.

The PPO agreement between
Palo Alto-based Hewlett-Packard
Co. and El Camino Hospital in
Mountain View, Calif., is thought
to be the first arrangement directly
negotiated between a hospital and &
self-insured employer.

Both parties say they're happy
with first-year results of the ar-

rangement and have agreed to con-

tinue the project a second year.
During the first year of the PPO's
operation, which ended May 31:
& Hewlett-Packard reduced its
costs by 20.8%, paying about $2,099
per case compared with $2 888 the

|
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yvear before. That amount includes

all costs for inpatient care, chemi-

cal dependency treatment and am-
bulatory surgery.

These cost savings were signifi-
cant for Hewlett-Packard, which
previously saw its health care bill
growing by as much as 20% an-
nually.

® El Camino treated 630 Hew-
lett-Packard employees, a 32% in-
crease from the year before. Hew-
lett-Packard’s 10,443 employees in
Santa Clara County had an incen-
tive to go to El Camino because
their out-of-pocket costs are re-
duced by 50% if they use the hospi-
tal and its physicians.

® Patients using one-day ambu-
latory surgery increased 152% to
171 from 68 patients the year be-
fore.

_ @ The average hospital stay fora
Hewlett-Packard employee
dropped 12% to 3.5 days from four
days.

Although Hewlett-Packard sue-
cessfully contained its acute care
costs at El Camino, mental health
coverage is a “therny problem,”
said Arthur Young, Hewlett-Pack-
ard's benefits manager. Psychiatric
stays at El Camino ranged between
10 and 28 days, compared with an
average of less than four days for
an acute care stay.

Hewlett-Packard executives
were also surprised that psychiatric
services account for such a large
share of its costs, Mr. Young said,
adding psychiatric care is “an area
we need to look at inore closely.”

The El Camino and Hewlett-
Packard project is made up of two
separate agreements between the
company and the hospital and the
company and the hospital’'s 225-
member physicians’ group, El Ca-
mino Preferred Physicians Medical
Group Inc.

The project, which started in
June 1984, was developed during a
20-month period.

During the first year, Hewlett-
Packard paid El Camino a $2,494
flat daily rate per patient for inpa-
tient hospital services provided, ex-
cluding ambulatory surgery and
chemical dependency services.
That’s about 15% leéss than what
Hewlett-Packard estimates it paid
El Camino for inpatient services
the year before.

The rate wasn't discounted at the
insistence of both the hospital and
the employer. Hewlett-Packard
didn't ask for discounted rates be-
cause it doesn’t want the hospital to
shift costs to other businesses, said
Neilson 5. Buchanan, El Camino's
chief executive officer.

Hewlett-Packard’s Mr. Young is
uncertain whether the company’s
experience in Santa Clara County
can be repeated in the 300 other
areas where the computer and
medical instrument manufacturer
is located.

“We've had good results (at El
Camino) because people invested a
lot of time putting this program to-
gether. It's not clear to me if it's
portable or not,” Mr, Young said.

Hewlett-Packard might not have
enough employees in other loca-
tions to make contracting with a
hospital worthwhile, Mr. Young
said, adding there might not be
enough hospitals elsewhere in-
terested in competing for the com-
pany’s business and that medical
staffs in some areas might resist the
stringent utilization review that
Hewlett-Packard requires.

The hospital is talking to “two or
three other” employers about a
similar preferred provider ar-
rangement, Mr. Buchanan said.

“Things seemingly went well in
the first year, but we need to see
whether the same trends play ou
aneother year,” he said. s

—Crain News Service
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High-performance

bwsiness imsurance
for today's hot, ey
sel of competitors...
Framis B, fall

Contemporary business has
a whole new set of rules and
players. Skillful insurance
decision makers prefer the
tough professional savvy of
Frank B. Hall, the creative
force among insurance
services organizations.

Known for reliability and
comprehensive, cost-effective
risk management programs,
we're the perfect partner for
companies like yours.

Success means finding
newer and better ways to pro-
tect corporate assets. That's
what we do best. Using
insurance placement. Reinsur-
ance. E&S lines. Employee
benefits consulting. Claims
management. Environmental
risk management. Risk
financing techniques. And
21st century insurance
products to meet every
challenge.

So go ahead. Plan your
strategy and follow through.
With Frank B. Hall, you have
the advantage in any match.

Contact:

Frank B. Hall & Co. Inc., World Headquarters
Public Relations Dept., 549 Pleasantville Road,
Briarcliff Manor, N.Y. 10510

Telephone (914) 769-9200

=R AN K HALL & GO [
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Business Insurance
puts more

infoit - -

so you'll

get more

out of it.

Use this form. or the card in
this issue, to enter vour subscription to
Business Insurance. Or call (312) 649-5221.

Business Insurance

Circulation Dept. 740 Rush Street Chicago. IL 60611

Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

(Check here.) Surface Mail. By Air.
USA []8§52

Canada (168 0 $100
Bermuda (Air only) %: :7

Europe/Middle East (Air only)
All other foreign [ $68 Rates on request.

[l new subscrption. T renewal. [] payment enclosed.
CJbil me. [ bill company.

(please print)

titie telephone

company

nature of business

[ business or ] home address

city state/country zip/postal code

{1 Please send information on your special 20%-off group rate
for five or more subscriptions.

[ | prefer not to receive information or advertising by mail from
companies not sffiliated with Crain Communications.

Mail to: Business insurance

Circulation Dept. 740 Rush Streat Chicego, IL 60611 HBS

@ Blue Cross of Central Ohio is
offering a “Health Care Buyer's
Guide” that compares charges for
25 frequent diagnoses at 40 com-
munity hospitals in its 29-county
area. The guide also includes rec-
ommendations for a healthy life-
style. Costs range from $2 each for
one to four copies to $1 each for 25
or more copies. To order, write
Blue Cross of Central Ohio, 255 E.
Main St., P.O. Box 16526, Co-
lumbus, Ohio 43216; 614-464-5919.

e A back injury reduction kit
is available from Darrell Heppner
& Associates Risk Management
Services. The kit includes 26-
month case studies of three em-
ployers using the CompVest, a
lower-back support vest manufac-
tured by Comp Equipment in St.
Paul, Minn,, that can be worn on
the job. The kit is available for

You've been through it before. You
picked a carrier because they talked
about all the wonderful things they
were going to do for your client, like
reducing losses. They probably sent

assigns a highly trained loss control
consultant to each of its policyholders.
The consultant works with your client’s
management to design and maintain a
long range safety program that really

somebody out to look around and make

some suggestions. Then you never
saw them again. When the loss ratio
went up, nobody was home.

Western Employers knows that
effective loss control requires an ongoing
safety program, sound management
training, worker awareness, and keeping
a close watch on the results. It's easy
to see that all this takes time, something
many carriers are unwilling to spend.

In fact, while some carriers just talk
about service, Western Employers

works. That means fewer accidents,
increased worker productivity and sub-
stantially lower workers' comp costs.

The next time you're looking for a
comp carrier, give us a call. We don't
hide from our responsibilities.

WESTERN
EMPLOYERS
INSURANCE

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

Phoenix, AZ
Fullerton, CA

Los Angeles, CA

San Francisco, CA Chicago, IL

San Mateo, CA

Bedford, NH
Roseland, NJ

New York, NY
Portland, OR

Dallas, TX

$4.95 from Darrell Heppner &
Associates, 154 Sunnyside
Drive, San Leandro, Calif.
94577; 415-632-2200.

¢ Employee stock owner-
ship plans and payroll stock
ownership plans as employee
benefit plans are discussed in a
reprint article available from
the International Foundation
of Employee Benefit Plans.
The article, which is aimed at
people new to the employee
benefits field, is free from the
Publications Department,
IFEBP, P.O. Box 69, Brook-
field, Wis. 53008-0069; 414-786-
6700.

® Employee dishonesty,
mergers and acquisitions, pol-
lution, computer fraud and
other risk management
problems in the banking
field are discussed in “Bank-
ing Risk Management in a
Tight Market,” an article pub-
lished in the latest issue of Bet-
terley Risk Management Com-
mentary. Copies of the issue
are available for $25 each from
D.A. Betterley Risk Consul-
tants Inc., 446 Main St., De-
partment BR, Worcester Plaza,
Worcester, Mass. 01608; 617-
754-1704.

® Hunter & Associates is of-
fering custom-tailored plan
documents and summary
plan descriptions for self-
funded employers. To order
samples from the consulting
and writing firm, write Susan
L. Waybourn, Vp-Marketing,
Hunter & Associates, 8595
Aquarius Drive, San Diego,
Calif, 92126; 619-578-7461.

@ “CIVIL RICO: The Insur-
ers Fight Back” is a booklet of-
fered by the Chicago law of-
fices of Leahy & Eisenberg
Ltd. The 31-page booklet re-
views the requirements of the
Racketeer Influenced and
Corrupt Organizations Act
and illustrates the case law
concerning the application of
RICO both by and against in-
surance companies in claim lit-
igation. For price and ordering
information, write Ronald
Olson, Leahy & Eisenberg,
Ltd,, 29 S. LaSalle St., Suite
300, Chicago, Ill. 60603; 312-
368-4554.

e A booklet from the Alli-
ance of American Insurers,
“Hazard Communications and
Employee Right-to-Know
Loss Control Guidelines,” pro-
vides useful information for
employers concerning compli-
ance with federal hazard
communication standards.
The booklet also includes
guidelines for advanced em-
ployee safety and health pro-
grams. Copies are $1.30 for Al-
liance members and $2.70 for
non-members. Order from the
Alliance Publications Order
Department, 1501 Woodfield
Road, Suite 400 West, Schaum-
lsmurg. Ill. 60195-4980; 312-490-

500.

® Employees can find out
how good nutrition, regular
exercise and controlling stress
can help them feel their best in
“About Wellness,” a booklet
offered by Channing L. Bete
Co. Inc. Prices range from 69
cents each for 25-49 copies to
15 cents each for 50,000-99,999
copies. Order from Channing
L. Bete Co. Inc., 200 State
Road, South Deerfield, Mass.
01373; 800-628-7733.

® Courses and programs of-
Continued on facing page
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Continued from previous page
fered by the Insurance Insti-
tute of America and the
American Institute for Prop-
erty & Liability Underwriters
are outlined in the “1985-1986
CPCU/IIA Catalog,” now

.“available from the IIA. Copies . -

are free from Field Services
Department, The Institutes,
720 Providence Road, Mal-

- vern, Pa. 19355-0770; 215-644-
2100.

'<1 ® Step-by-step procedures

for choosing courses, pro-
\  grams, study methods and
i materials, as well as regis-
1) tering for national examina-
tions, are outlined in “1985-
| 1986 Key Information,” a
. booklet from the Insurance In-
«  stitiite of America. A “Self-In-
ventory for Prospective
“"CPCU/IIA Students” is also
included for students seeking
educational counseling. Free
copies are available from Field
Services Department, The In-
stitutes, 720 Providence Road,
Malvern, Pa. 19355-0770; 215-
644-2100.
5 ¢ Health care cost-con-
;* tainment techniques are dis-
cussed in-“Health Care Cost
Containment 1984,” an 81-page
book from the International
Foundation of Employee Ben-
efit Plans."The book covers
such cost-saving techniques as
q preferred provider organiza-
tions, auditing provider
Y charges, worksite health pro-
motion opportunities and
{ " other subjects covered at the
. IFEBP’s 1984 Health Care Cost
. Containment Seminar. The
€ cost is $7 for IFEBP members
and $12 for .non-members.
Order from Publications De-
partment, IFEBP, P.O. Box 69,
# Brookfield, Wis, 53008-0069;
414-786-6700.

@ The Insurance Institute of
America has published a new
textbook for use in the Associ-
ate in Claims program.
Copies of the text, “Liability
! Claim Concepts and Prac-
i  tices,” are available for $22
+ from Frederick Hodosh, Insur-
¢ ance Institute of America, 720
» Providence Road, Malvern,

Pa. 19355-0770; 215-644-2100.
¥
' ® The concerns of the Pro-
fessional Insurance Agents of
New England about changes
in the commercial general li-
ability forms are expressed in
' a “White Paper” on the Insur-
ance Services Office’s new
CGL policies. Free copies are
available from PIANE, 1 Ash
St., Hopkinton, Mass. 01748;
617-435-6801.

@ The application of elec-
tronic data processing for
employee benefit plans is
covered in “EDP: Applications
for Employee Benefit Plans,”

.~available_ from the Interna- |

tional Foundation of Em-
ployee Benefit Plans. The 55-
page book is a compilation of
presentations made at the 1984
Electronic Data Processing In-
stitute and includes such sub-
jects as evaluating and select-
ing computer hardware, audit-
ing EDP operations and online
claims adjudication. The cost is
$6 for IFEBP members and
$10 for non-members. Copies
are available from Publica-
tions Department, IFEBP,
18700 W. Bluemound Road,
P.O. Box 69, Brookfield, Wis.
53008-0069; 414-786-6700.

® “Shedding Light on Ben-
_ efits Issues—1984 Annual Edu-
catmnal Conference Proceed-
ings” is available from the In-
ternational Foundation of Em-
ployee Benefit Plans. The 342-
page book includes comments

by Robert H.G. Monks, former ad-
ministrator of the Office of Pension
and Welfare Benefit Programs of
the U.S. Department of Labor, con-
cerning the impact of the Em-
ployee Retirement Income Secu-
rity Act on the economy. The cost

4is $20 for IFEBP members and $35

for non-members. Copies are avail-
able from Publications Depart-
ment, IFEBP, P.O. Box 69, Brook-
field, Wis. 53008-0069; 414-786-
6700.

® A brochure from Coopers &
Lybrand describes the computer-
ized 401(k) plan administration
system developed by the benefit
consulting division of Coopers &
Lybrand. The system, described in
“Making Your 401(k) Plan Work
Effectively,” maintains a full trans-
action history for each plan partici-
pant. Free copies of the brochure
are available from Arlene Nowak,
Coopers & Lybrand, 400 Renais-
sance Center, Detroit, Mich. 48243;
313-446-7346.

® A new textbook will replace
all previous study materials for
ARM 54, part of the Associate in
Risk Management program of-
fered by the Insurance Institute of
America. The new two-volume
text, “Essentials of the Risk Man-
agement Process,” provides an
overview of risk management, in-
cluding identifying and analyzing
exposures to property, income and
liability and techniques for coping
with these exposures. Each volume
is $22 and can be ordered from
George L. Head, Insurance Insti-
tute of America, 720 Providence

Road, Malvern, Pa. 19355; 215-644- .

2100.

® “Computer Security Issues
and Answers” is a new magazine
supplement being offered by the
Computer Security Institute. The
24-page supplement contains eight
articles on computer information
protection by prominent authors,
including FBI Director William H.
Webster. For a free copy send a

self-addressed 9- by 12-inch enve-
lope with 73 cents postage to
Phyllis St. Martin, Department A5,
Computer Security Institute, 43
Boston Post Road, Northborough,
Mass. 01532.

@ A new brochure, “Ten Steps to
a Successful Marine Insurance Pro-
gram,” is now being offered by
Cook & Miller International Ltd.
The guide—designed for exporters,
importers, risk managers, and
others involved in international
shipping—provides a basic outline
of what steps are necessary in ob-
taining a comprehensive marine
insurance program. For a free
copy write Michele Milone, Cook &
Miller International Ltd., 60 E.
42nd St., Suite 724, New York, N.Y.
10165.

e The Hartford Steam Boiler In-

spection & Insurance Co. has pub-
lished a new brochure highlighting

the company's approach to helping °

manufacturers meet the American

Society of Mechanical Engi-—
neers’ code requirements. In-
cluded in the eight-page, full-color
brochure is a description of Hart-
ford Steam Boiler’s customized
cost-effective programs to help
manufacturers of boilers, pressure
vessels, pressure piping and nu-
clear components qualify for
ASME code stamps. Those wishing
to order a free brochure should
write Marketing Services, The
Hartford Steam Boiler Inspection &
Insurance Co., 1 State St., Hartford,
Conn. 06102.
L )

Have a new report, booklet or promo-
tional brochure you'd like to send to
buyers of insurance? Business Insur-
ance will describe material costing
less than $25 as an editorial service in
the weekly Info for Buyers column.
Simply send us @ short description of
the material to be offered, along with
the cost and a mailing address. Ad-
dress all contributions te Info for
Buyers, Business Insurance, 740 N. °
Rush St., Chicago, Ill. 60611.

ﬂ

!

.
LR
5

et

enough

v i

.

SRl

single system

Lo s ?

o {

GroupFacts is|another product from
~Erisco; the'provider of the'highly
successful ImpleFacts accounting

roup Insurers and Third Party {
Adnumslrators know thegﬁbusmess can

With,that industry, problem very much in
mmd our profess:onals at Erisco deﬂgned
GroupFacls We used the knowledge we've
: gamed servmg the i msurance mdustry for over,a
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] GroupFacts wﬁ do that,fof cour*:ae1t3f and do it
in an integrated way, so that the different - ‘
admifistrative areas of your it can 0se 2 W?M
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information you need tofrun your business. We
actually surveyed over 50 it insurance compames
and Third Party Admlmslrators in order to
desngn a system that would meet your needs.
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! ' software for employee benefit plans
and the widely used ClaimFacts health

benefits management system. It’s a

] pioneering solution for our time—
= one that can help you see into the
dynamics of your operation and run it more
knowledgeably and profitably

Erisco—more than a software company.
For further information call:

; Stephen Kendrick
Vice President, Sales and Marketing at

212 765-8500

Erisco

acompany of

< BB The Dun& Bradstreet COrporallon

1700 Broadway
N.Y, N.Y. 10019

GroupFacts, ClaimFacts, ImpleFacts
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Hancock offers pre-admission review program

John Hancock Mutual Life In-
surance Co. is offering a pre-admis-
sion review program to its group
health insurance clients that the in-
surer guarantees will reduce hospi-
talization costs.

If the reduction in hospitalization
costs attributable to the review pro-
gram does not offset the cost of the
program during the first year of
use, Hancock will pay the differ-
ence.

Under the program, designed for
groups with at least 500 lives, a pa-
tient and the attending physician
must complete a pre-admission re-
view form and send it to a Hancock
nurse-reviewer at least 10 days be-
fore a non-emergency hospitaliza-
tion.

The form lists the reasons for the
hospitalization and the expected
length of stay.

| produets & serviees |

The nurse-reviewer evaluates
the medical necessity of the hospi-
talization by comparing the physi-
cian’s proposed treatment plan to
the employer’s plan's medical ne-
cessity requirements. The nurse-re-
viewer also compares the expected
length of stay to regional norms.

The patient and physician are
then advised the extent to which
the group plan will cover the hospi-
talization.

Patients and physicians who do
not agree with the nurse-re-
viewer's opinion can appeal the re-
view to other Hancock officials.

Under the continued stay portion
of the review program, nurse-re-
viewers call the attending physi-

cian to update information and de-
termine if the patient needs to ex-
tend his or her stay.

The cost of the program is based
upon the number of employees en-
rolled in the plan, a Hancock
spokesman says.

For more information, contact
Lawrence E. Townley, Second Vp-
Group Sales, T-27, John Hancock
Mutual Life Insurance Co., P.O.
Box 111, Boston, Mass. 02117; 617-
421-6205.

Driving safety

NWNL General Insurance Co. in
Minneapolis is offering a driving
safety program to employers that

offer their employees group auto-
mobile coverage written by
NWNL.

The program, called “Safe and
Sound,” is designed to heighten
employees’ awareness of the need
to wear seat belts and to avoid
drinking and driving.

The program consists of a 75-
minute program, held on company
time, that focuses on the issues of
seat-belt use and drinking and
driving. It includes a videotape
presentation and encourages dis-
cussion among the employees,
which “brings it down to a basis
their fellow employees can relate
to,” according to a spokeswoman
for NWNL.

At the end of the program, the
employees sign “pledge cards,” say-
ing they will not drink and drive
and that they and their passengers

Very American, too. Proud. Inventive. And

involved:

It's that perfect blend of American innovation and
Swiss exactness that makes us the best insurance
protection for your valued business.

We create world class insurance that's ina class

by itself.

Very Dependable.
Accurate. And Swiss.

Come to Zurich-American Insurance Companies
for sound business insurance advice. Vast technical
expertise. And the financial strength to protect your

enterprise.

~ You'll find we speak plain English. But if you
listen closely, you'll hear our Swiss accent on

dependability.

Zurich-American

Z=.

ZURICH-AMERICAN INSURANCE COMPANIES
Zurich Insurance Company » American Guarantee and Liability Insurance Company ® Schaumburg, IL 60196

A MEMBER OF THE WORLDWIDE ZURICH INSURANCE GROUP

‘ American Creativity. Swiss Dependability.

will wear seat belts.

Employees who sign the card and
then purchase their personal auto
insurance through the NWNL
group plan receive a discount of $30
per year on their premiums.

The spokeswoman said the com-
pany is marketing “Safe and
Sound” as a wellness program.
“Our idea deals with the preven-
tion of accidents,” she said.

Also, she said, the program “in-
creases employers’ visibility to
their employees as being concerned
about their employees.”

The cost to employers is deter-
mined by the number of employees
eligible for the auto coverage who
participate in the program.

If 20% or fewer of the eligible
employees participate, the em-
ployer's cost is $10 per employee.
The per-employee cost decreases
until, if 80% of the eligible employ-
ees participate, the program is free
to employers.

For more information, contact
Bob Ritchie, vp-marketing and
sales, NWNL General Insurance
Co., 100 Washington Square, Suite
1725, Minneapolis, Minn. 55440;
612-372-5432.

RICO analyzed

A new publication from the
American Bar Assn.'s Section of
Criminal Justice examines how the
controversial Racketeer Influenced
and Corrupt Organizations Act is
used in civil and criminal cases and
some of the problems caused by the
law.

The 275-page book provides a
comprehensive overview of RICO,
analyzes other RICO-styled statutes
and contains an in-depth commen-
tary explaining the controversial
aspects common to all RICO stat-
utes.

The book is available for $32 to
ABA Criminal Justice Section
members and $39.50 for others.

To order, contact the American
Bar Assn., Order Fulfillment De-
partment (PC #509-0020-01), 750 N,
Lake Shore Drive, Chicago, Il
60611, There is a $2 handling
charge per order.

OSHA programs

Employee training programs on
avoiding hazards associated with
confined spaces, carbon monoxide
and welding and cutting are now
available from the Occupational
Safety and Health Administration.

“Safety and Health Require-
ments for Working in Confined
Space” is intended to teach employ-
ees to recognize sources of danger
in confined spaces; understand and
describe hazards; and select and use
proper protective clothing and
equipment.

“Safety and Health Require-
ments for Working With Carbon
Monoxide” explains how carbon
monoxide is formed; how to spot
potential sources of carbon monox-
ide and its health hazards; how ex-
posure to the gas can be controlled;
and what protective clothing and
equipment can be used to limit ex-
posure.

“Safety and Health Factors in
Welding and Cutting” teaches em-
ployees how to recognize hazards
involved in gas and arc welding;
how to select proper clothing and
equipment; and how to understand
safe work practices.

Each of the training programs
consists of approximately 80 slides,
a cassette tape, script, an instruc-
tor’s guide and class handouts. Each
program runs about 30 minutes.

The programs cost $79 each.
Checks should be made payable to
the National Archives Trust Fund.

To order, write the National Au-
diovisual Center, Washington, D.C.
20409.

Continued on next page
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Work comp film

“Early to Rise," a new 15-minute
film released by the medical com-
mittee of the International Assn. of
Industrial Accident Boards & Com-
missioners, examines the role of the
physician in workers compensation
cases.

The film's script explains, “The
workers compensation paid to the
worker, the cost of medical care,
rehabilitation, sometimes psycho-
logical care and vocational training
—all are expensive, both perso-
nally and financially.

“Society has only one person
who can manage the treatment of a
worker's injury in a way that takes
all of these factors into account and
can communicate them to the pa-
tient. The doctor is the key.”

The film features a physician,
Dr. Alf Nachemson, chairman of
the department of orthopedics at
Gotenburg University in Sweden,
and a psychiatrist, Dr. Marc Hertz-
man, associate professor of psychia-
try and behavioral science at
George Washington Medical Cen-
ter in Washington.

The presentation is available on
16-mm film for $350 or VHS, Beta
or %-inch videotape for $100. To
order, contact J.T. Noblin, Execu-
tive Director, IAIABC, P.O. Box
13449, Jackson, Miss. 39236; 601-
366-4582.

Colorado PPO

The United States Life Insurance
Co. is introducing its U.S. Lifecare
preferred provider organization in
Colorado.

The PPO, made up of 11 inde-
pendent physicians’ organizations
with more than 2,000 enrolled doc-
tors, is available to Colorado em-
ployers with five or more employ-
ees.

The plan covers the full cost of
eligible care provided by partici-
pating physicians with no deduct-
ible required for office and outpa-
tient wvisits and a $100 annual de-
ductible required for hospital ad-
missions.

If a non-participating provider is
used, the reimbursement rate drops
to 70% after a $250 deductible is
paid.

For more information contact
Hugh Bailey, Regional Vp-Group
Marketing, United States Life In-
surance Co., 125 Maiden Lane, New
York, N.Y. 10038; 212-709-6384.

VDT program

CLM Safety and Health Aware-
ness Systems has released a new
employee training program, “VDT:
The Human Connection.”

The program presents a simple
step-by-step guide to the proper
setup of a video display terminal
work station as well as other ways
to reduce the most common objec-
tions of VDT users.

Among the questions the pro-
gram answers include:

® Is there any radiation hazard
in working with a VDT?

@ Does working with a VDT
cause cataracts or other eye prob-
lems?

® How can employers design
VDT work stations to be functional
and comfortable?

The 12-minute program is avail-
able in videotape and slide/tape
formats. The program also includes
an administrator’s guide and 12
employee handbooks.

The cost of the program is $345.
To order, write Comprehensive
Loss Management Inc., 7671 Cen-
tral Ave. N.E,, Suite 207, Minneap-
olis, Minn. 55432.

Insurer information

The National Assn. of Profes-
sional Surplus Lines Offices has
created a new financial data ser-
vice that publishes information on
the financial status of active sur-
plus lines insurers.

The service, part of a joint project
between NAPSLO and Georgia
State University, will be based on
information extracted from the in-
surers' annual and quarterly re-
ports filed with state insurance reg-
ulators.

The service includes all com-
monly observed industry ratios,
plus a quarterly cash-flow analysis
for each company. The service does
not include a qualitative rating but
is intended to give subscribers in-
formation on which they can eval-
uate the financial strength of an in-
surer.

The service is available to
NAPSLO members at a cost of $10
per report and to non-members for
$15 per report. To obtain order

blanks, write Dale Bohm, Execu-
tive Director, NAPSLO, P.O. Box
1507, Roswell, Ga. 30077.

Safety programs

Three new programs focusing on
safety and health issues have been
introduced by the Grain Industry
Safety and Health Center.

The new programs are:

@ “Electrical Hazard Aware-
ness,” which is a 15-minute audio-
visual presentation that shows how
accidents and injuries can be re-
duced through making employees
more aware of electrical systems
and their hazards.

The training package contains 80
slides and a cassette tape narration,

a trainer's guide and suggestions
and guidelines for using the pro-
gram.

® “Truck and Rail Handling,”
another slide/tape presentation
that provides grain facility employ-
ees with a complete orientation on
how to handle rail car and truck
operations. The program is
designed to teach employees how to
recognize and control hazards
when working around trucks and
rail cars, how to maintain equip-
ment and how to observe traffic
control guidelines.

The program also comes with a
detailed training guide and other
printed materials.

@ “Occupational Health Hazard
Recognition, which demonstrates

to grain facility employees the im-
pact that their actions and work
habits can have on influencing and
reducing the risk of on-the-job
health hazards. The slide/tape pro-
gram and printed materials explore
grain dust exposure, oxygen-defi-
cient atmospheres, toxic chemicals,
noise levels and working in ex-
treme heat and cold.

The programs cost $295 each for
members of the Grain Elevator and
Processing Society and $395 for
non-members. The price per pro-
gram is reduced by $45 if three pro-
grams are purchased.

To order write Grain Industry
Safety and Health Center, Box
15026, Commerce Station, Minne-
apolis, Minn. 55415-0026. [

Knute Rockne’s 1924 Notre Dame team

went undefeated and was the first
| Fighting Irish squad to play a post-
! season game, beating Stanford in the

The Four Horsemen got the glory, but
it took “Seven Mules” playing in front
of them to win football games.

Rose Bowl.

Theirs was a partnership of rigor and
resilience, broken records and broken

bones, of fight and fundamentals. They

left a heritage that became the Notre
Dame football tradition.
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partnership as well, and has been for
nearly a century. People working as a
team to ensure the most vital
component of today’s risk management

process. Protection.

We meet property insurance needs with
broad coverages, options designed for

you and unparalleled engineering resources
plus the research facilities to provide

the sound loss control program you need.
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AMC wages battle against rising health costs

American Motors Corp. in South-
field, Mich., hopes to eliminate an
expected 10% increase this year in
health care costs through a barrage
of cost-containment programs.

AMC spent $80 million on health
care benefits in 1984.

The new cost-containment pro-
grams, negotiated recently between
AMC and the United Auto Work-
ers union, will go into effect Nov. 1,
said Chris Mykrantz, manager of
corporate group insurance for
AMC.

The contract, ratified in July and
effective Aug. 5, governs 8,000
UAW employees and 4,000 retirees
of the company’s Kenosha and Mil-
waukee, Wis,, plants.

The cost-containment programs
include pre-admission testing, pre-
certification for all non-emergency
hospital admissions, concurrent re-

view on all hospitzl admissicns and
second surgical opinions for 20
common surgical procedures. The
programs are mandatory and
workers will be penalized .f they
ignore them.

The pre-admission testing, pre-
certification and concurrent review
programs will be coordinated by
Health Resources Management
Inc., a Southfield, Mich.-based in-
depender.t health care administra-
tor, not Blue Cross & Blue Shield
United cf Wisconsin, the health
care plan's insurer.

Employees who disregard the ad-
ministrator’s recomrmendations will
pay 2 $150 per-person deductible
and 20% of experses over the de-

ductible, up to a maximum cf $500
a year for :ndividuals and $1,000
for families, Mr. Mykrantz said

However. i they do follcw the
recommendations, they recsive
their normal first-dollar health
care coverage.

In add:tion to these “negative”
cost-containment incentives, the
new contract establishes “positive”
incentives to encourage workers %o
use hezl:h care options that are
considered cost effective.

For example, the contract makes
it easier for workers to rzceive
home heslth care.

Under the previous contract,
workers could only use registered
nurses or licensed practical nursas
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for home health care.

The new contract allows the use
of non-medical home assistance,
such as “candystripers” and domes-
tic helpers.

The contract also establishes a
preferred provider network of
pharmacies that offer discounts on
both generic and brand-name
drugs. Workers who use the pre-
fer-ed pharmacies only pay a $2
per-prescr-ption deductible, instead
of §&, Mr. Mykrantz said.

In addition, the contract calls for
the use of a mail-order drug pro-
gram which allows workers to
order maintenance drugs, like in-
sulin, in large quantities and there-
for= decreases the number of de-
ductibles they have to pay, Mr.
Mykrantz said.

The contract also provides Zirst-
dollar coverage for hospice rare.

5028 Wisconsin Ave., NW
Washington, D.C. 20016

(202) 686-2850
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(812) 565-2424

40 Wall Streer
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Previously, there was no such ben-
efit, Mr. Mykrantz said.

And, the contract calls for the
addition of another health mainte-
nance organization network in Mil-
waukee by November. Currently,
only one HMO network is avail-
able.

AMC also has agreed to set up a
toll-free hot line staffed with medi-
cal professionals to answer work-
ers’ questions about the health care
plan as well as health-related ques-
tions, Mr. Mykrantz said.

The contract also includes
changes in workers' sickness and
accident, life insurance and ex-
tended disability benefits, recogniz-
ing cost-of-living increases, Mr.
Mykrantz said.

For example, workers will re-
ceive an average increase of $55 a
week in sickness and accident pay.
However, even with the increase,
total weekly benefits cannot exceed
$380 a week, according to Mr.
Mykrantz.

The regular benefit ranges from
$220 to $380 a week, depending on
the worker’s hourly rate, he said.

Life insurance benefits also will
increase by an average of $2,000.
Currently, workers’ life insurance
ranges from $22,000 and $37,500,
depending on their hourly pay rate.
The maximum life insurance still
will be $37,500.

And, extended disability benefits
will increase by an average of $180

! a month, depending on hourly rate

and years of service. The regular
benefit is $790 to $1,365 a month for
workers with less than 10 years of
service, and $870 and $1,500 a
month for workers with 10 years of
service or more.

Also, the new contract mandates
that workers with 10 years of ser-
vice or who are eligible for ex-
tended disability benefits receive
these benefits for life.

Previously, workers received the
extended disability benefits for
only as many years as they had
worked.

United Wisconsin Insurance Co.
underwrites the UAW'’s sickness
and accident and extended disabil-
ity benefits for AMC; CIGNA Corp.
underwrites the life insurance.

Employers join PPO

Seven San Francisco employers
expect to collectively save at least
$600,000 in hospital costs by offer-
ing employees a preferred provider
organization sponsored by Metro-
politan Life Insurance Co.

The companies joining the PPO
are the Bechtel Group of Com-
panies; Collins International Foods
Inc.; Marshall Industries Inc.; Kai-
ser Cement Corp.; Milton Meyer &
Co.; Pacific Stock Exchange; and
Glendale Federal.

Together they employ about
7,500 people in the San Francisco
area. Including dependents and re-
tirees, the “Met-Elect” preferred
provider organization will be avail-
able to about 20,000 people.

Last year, the combined hospital
bill for the seven companies was
$7.8 million, according to a spokes-
man for Metropolitan. The mini-
mum projected savings achieved by
using Met-Elect is expected to re-
duce that total bill by almost 8%, or
$600,000.

However, the actual savings may
be double that because the insurer
based the estimated savings on dis-
counts offered by the preferred
providers, without considering the
decrease in utilization that is likely
to result.

Nine hospitals and at least 1,500
doctors will be available to the
seven companies through the PPO,
Mr. Rosenberg said.

The preferred providers include
teaching hospitals and childrens’
hospitals and specialists, like oph-
thalmologists and psychiatrists. =
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Bell Atlantic introduces flexible benefit plan

By DIANE LYNN KASTIEL

ARLINGTON, Va.—Bell Atlan-
tic Corp. is offering its employees a
new flexible benefits package that
increases their cost for medical care
but offers them more options in
many benefit areas.

The Arlington, Va.-based com-
pany, one of the six offspring of
American Telephone & Telegraph
Co., is hoping the new program will
hold down medical costs by giving
employees incentives to choose
more frugal plans.

According to Linda Spear, dis-
trict staff manager for benefits re-
search and design, the total cost of
benefits at Atlantic Bell has in-
creased 16% a year for the past five
years. Health care costs alone in-
creased 19% to 22% from 1978 to
1983 and about 10% in 1984.

The flexible program, which
took effect July 1, covers 22,000 sal-
aried employees of Bell Atlantic’s
service companies. It replaces a tra-
ditional program that included
first-dollar medical coverage.

Under the new program, em-
ployees receive a certain amount of
benefit dollars with which to buy
the benefits they choose.

If the benefits they choose cost
more than their benefits dollars,
they can pay the difference
through pretax payroll deductions.

If they spend less than they re-
ceived, they get the diffference in
cash, which is taxed.

Employees are given enough dol-
lars to purchase the “standard” op-
tion under each benefit, if they
choose. “The standard plan is the
one that's probably the closest to
the benefits they had before,” Ms.

Spear said.

The new program includes op-
tions in several areas:

® The medical plan offers four
indemnity plan options and two to
seven health maintenance organi-
zations, depending on the location
of the subsidiary. All the indemnity
plans cover the same medical ser-
vices but have different deductibles
and co-payment levels.

The least expensive coverage,
called the “catastrophic plan,” re-
quires employees to meet a $3,000
individual or $9,000 family deduct-
ible and pay for 20% of all expenses
exceeding the deductible, up $4,000
annually for individual coverage
and $12,000 for family coverage.

The next option, called the “low
plan,” requires employees to meet a
$300 individual or $900 family de-
ductible and pay 20% of all ex-

penses exceeding the deductible, up
to an annual out-of-pocket maxi-
mum of $2,000 for individuals and
$6,000 for families.

The third option, called the
“standard plan,” requires employ-
ees to pay a $150 individual or $450
family deductible and 20% of ex-
penses exceeding the deductible, up
to an out-of-pocket maximum of
$1,000 for individual coverage and
$3,000 for family coverage.

The “high plan” requires em-
ployees to pay a $100 individual or
$300 family deductible and 10% of
expenses exceeding the deductible,
up to annual out-of-pocket maxi-
mums of $500 for individual cover-
age and $1,500 for family coverage.

Although the cost varies among
the different HMO options, it gen-
erally is less than the cost of the
standard plan, Ms. Spear said.
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® The dental plan has two op-
tions. One is identical to the old
dental plan and is considered the
“standard.” It pays 100% of usual,
reasonable and customary charges
for preventive and diagnostic care,
with no limit. It also pays 100% of
reasonable and customary charges
for restorative care and oral sur-
gery, with a $1,000 per-person life-
time maximum on orthodontia.

The other option covers 100% of
usual, reasonable and customary
charges for preventative and diag-
nostic care only and generally costs
about half of what the standard
plan would cost, Ms. Spear said.

® The group life insurance plan
offers employees seven options, up
to five times their annual salary in
life insurance. Under the old plan,
the company provided life insur-
ance equivalent to an employee's
annual salary and the employee
also could buy up to twice his an-
nual salary.

® The dependent group life in-
surance plan offers employees
three options: the standard plan,
which offers $5,000 in insurance for
the spouse and $1,500 for each de-
pendent child, and two enhanced
plans that offer $10,000 for the
spouse and $1,500 for each depen-
dent child, or $25,000 for the spouse
and $1,500 for each dependent
child. Under the old plan, employ-
ees could buy $5,000 in life insur-
ance for their spouse and $1,500 for
each dependent child.

® The accidental death and dis-
memberment plan provides em-
ployees with the equivalent of their
annual salary at no cost. Also, em-
ployees can buy coverage up to four
times their annual salary.

® The long-term disability plan
offers three options: 50%, 60% or
70% of base pay.

The new program also offers em-
ployees the use of two new flexible
savings account options. One allows
employees to deposit, on a pre-tax
basis, from $100 to $2,000 to pay for
unreimbursed health care ex-
penses. The other allows employees
to deposit, on a pre-tax basis, from
$100 to $7,200 for day care and
other dependent care expenses.

A 401(k) savings plan also has
been introduced at Bell Atlantic.
The plan allows employees to save
up to 16% of their pay on either a
pre- or post-tax basis. However, the
first 2% must be on a pre-tax basis.
And, the company provides a two-
thirds match on the first 6% saved.
The 401(k) plan replaces a tradi-
tional, after-tax savings plan.

Under the new plan, almost 15%
of the employees opted for HMOs,
compared with 3% under the old
plan. Almost 25% chose the preven-
tative-care-only dental plan instead
of the standard plan:

About 10% of employees chose
more life insurance than they had
under the old plan and 10% chose
less coverage, she said. Fifty per-
cent chose more long-term disabil-
ity insurance coverage.

About 42% of employees chose to
open an FSA for health care ex-
penses, with the average deposit
being $371. And, although only 4%
chose to open one for dependent
care expenses, the average deposit
among those participating was
$2,112, Ms. Spear said, adding that
4% is not an unusally low participa-
tion rate for dependent care FSAs.

The percentage of participation
in the 401(k) plan was 96%, with the
majority of participants to make
their entire contribution on a tax-
deferred basis, Ms. Spear said.

Bell Atlantic used more than 100
personal computers to communi-
cate the new flexible plan to em-
ployees and to help them figure the
cost of various combinations of op-
tions. The computers were set up at
enrollment meetings and used in
conjunction with personalized
workbooks and enrollment forms. m
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Brend to head Commercial Union Assurance

Anthony L. Brend, president
and chief executive officer of Bos-
ton-based Commercial Union In-
surance Cos., will become chief ex-
ecutive officer of the company’s
London-based parent, Commercial
Union Assurance Co. P.L.C,, effec-
tive Jan. 1.

Mr. Brend, who also will become
chairman of Commercial Union
Corp., the U.S. holding company,
will succeed Commercial Union
Assurance Chief Executive Officer
C.R. Harris, who is planning to re-
tire.

Succeeding Mr. Brend as chief
executive officer of the U.S. com-
pany will be Executive Vp Ken-
neth J. Duffy. Mr. Duffy also re-
cently was appointed chief operat-
ing officer of Commercial Union
Corp. and Commercial Union In-
surance Cos.

Other insurer changes:

Several executive appointments
have been made
at Chicago-based
North American
Co. for Life and
Health Insur-
ance, a wholly
owned subsidi-
ary of RCA
Corp. Paul C.
Colette, presi-
dent, named
chairman and
chief executive
officer; Gerald G. Kaufmann, vp-
marketing and operations, named
president and
chief operating
officer; Vance
F. Howard, vp-
under -
writing/pro-
cessing, pro-
moted to senior
vp-operations;
and Elliot ]
Leitner, vp- L
benefits, pro- Mr. Kaufman
moted to senior
vp in charge of the company’s
wholly owned subsidiary, North
American Co.
for Life and
Health Insur-
ance of New
York.

John Bir-
mingham
named senior
vp-Central Zone
at Cincinnati-
based Great
American Insur-
ance Cos. Mr.
Birmingham, who joined Great
American in 1977, most recently
served as vp of
the company's
St. Paul Divi-
sion.

Walter T.

Liptak named

president of

General Life In-

surance Corp. in

Milwaukee. Mr. e 4
Liptak joins .
General Life Mr. Leitner
from Montgom-

ery Ward Insurance Group, where
he was executive vp in charge of
the life, health and credit insurance
division.

Gary M. Griggs named presi-
dent of Continental International
Life, a new unit of Continental
Corp., based in New York. Mr.
Griggs, who joined Continental in
1982, is responsible for the com-
pany'’s international life and health
operations. In addition, Mr. Griggs
has served as president of Conti-
nental’s Loyalty Life Insurance Co.
and most recently was responsible
for overseeing programs geared to
marketing insurance through com-
mercial banks.

Also at Continental Corp.:

Michael Hutchison, responsible
for the company’s international life
operations since January 1983, con

Mr. Colette

Mr. Howard

tinues as senior vp and general
manager of National Life of Can
ada, another Continental unit;
Raymond E. Gil appointed vp in
the company’s Brokerage and Spe-
cial Operations Group, with re-
sponsibility for marketing. Mr. Gil
previously was assistant vp-mar-
keting for the Group; William H.
Bolinder namsd executive vp of
the Brokerage and Special Opera-
tions Group at Continental Insur-
ance Co. Mr. Bolinder, who joinec
Continental in 1978, most recently
served as vp and manager; and
Ronald W. Waisner named vp and
Pacific regional manager for Conti-
nental’s Agency Group operations
Mr. Waisner, who joined Continer.

tal in 1959, most recently was man-
ager of the company’s York, Pa,,
office.

William H. Boornazian named
vp in the national accounts depart-
mert at Aetna Life & Casualty in
HartZord, Conn, Mr. Boornazian,
whe joined Aetna in 1972, most re-
cen’ly servad as vp-field operations
and property underwriting.

Donald Redmond named presi-
dent of Wausau Underwriters In-
surance Co. and Worldwide Un-
derwriters Insurance Co., which
are both besed in S:. Louis and are
subsidiaries of Wausau Insurance
Cos Mr. Redmond succeeds Jack
Smith, who retired. Mr. Redmond
joined the company in 1973 and

most recently served as executive
vp.
Gary L. Fears named vp-opera-
tions for HealthCare Network, a St.
Louis-kased health mairtenance
organization. Mr. Fears most re-
cently was director of laboratories
of a hosoital.

John DiFalco joins San Diego-
based Insurance Co. of the West as
vp-property/casualty under-
writing. Mr. DiFalco most recently
was with Warner Insurar.ce Group,
a division of Wausau Cos.

Financial Guaranty Irsurance
Co. in New York, a subsidiary of
FGIC Corp., has appoirted two
executives: Peter J. Schmitt
joins the company as executive
vp-risk management and Robert
M. Kessler named execLtive vp-
corporzte development and rein-
surance. Mr. Schmitt praviously

$8aom
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was senior vp and director of
fixed income research at Pre-
scctt, Ball & Turben Inc. Mr.
Kessler has been with Financial
Guaranty since 1983, and also
serves on the company’s manage-
ment executive and external urn-
derwriting committees.

Frank J. McDonald Jr. named
chairman of the board of Pennsyl-
vania Millers Mutual Insurance Ca.
in Wilkes Barre, Pa. Mr. McDon-
ald, owner of McDonald & Co., aa
insurance adjusting frim in Scran-
ton, Pa., also becomes chairman cf
the 2xecutive committee >f PMHA
Co and American Millers Insur-
ance Cc. He succeeds Charles E.
Miner Jr., who has resigned as
chairman but will remain a memn: -
ber of the Pennsylvania Millars
board.

Continued on next page
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John E. Manley named senior
vp to head the newly established
Financial Services Division at Mu-
tual of America in New York. Mr.
Manley most recently served as
president and chief executive offi-
cer of City Trust Services, N.A, a
federally chartered trust compnay
based in Elizabeth, N.J. Prior to
that, he served 22 years with The
Equitable Life Assurance Society
of the US. in various investment
capacities.

Elizabeth M. Lindner named
vp-underwriting at Decatur, I11.-
based Federal Kemper Insurance
Co., a member of the Kemper
Group. Ms. Lindner, who joined
the company in 1977, most recently
served as manager of planning and
research.

Richard S. Skolnik joins Bene-
f:cial Insurance Group Inc. in Pe-
pack, N.J., as senior vp and actu-
ary. Mr. Skolnik, formerly of Royal
Insurance Cos., will be responsible
for administration and manage-

ment of the insurance group's prop-
erty/casualty operations.

Reinsurance

Thomas A. Lynch named se-
nior vp-treaty department at Met-
ropolitan Reinsurance Co. in New
York. Mr. Lynch joined MetRe in
1984 as a vp.

Dennis A. Bentley named se-
nior vp of Reinco Intermediaries
Inc. in New York. Also, Adrian J.
Kilker named vp,

Darrell K. Porath joins New
York-based American Re-Insur-
ance Co. as vp-treaty underwriting
department. Mr. Porath has held a
variety of positions at Fireman's
Fund Insurance Cos., CIGNA
Corp., Industrial Indemnity Co.
and Aetna Life & Casualty Co. Also
at American Re, Patricia A. Furst
named vp and actuary. Ms. Furst,
who joined American Re in 1980,
most recently served as assistant
vp.

Donald K. Drelich promoted to

executive vp and chief operating
officer at D.W. Van Dyke & Co.
Inc., reinsurance intermediaries
and consultants based in New
York. Mr. Drelich joined the com-
pany in 1981.

Excess/surplus

Cyril E. Rance appointed presi-
dent and chief executive officer of
Bermuda Fire & Marine Insurance
Co. Ltd. in Pembroke, Bermuda.
Mr. Rance, formerly general man-
ager, succeeds Colin R. Young,
former managing director, who has
retired.

Allen F. Brown joins Nebel &
Clark Inc., excess and surplus lines
intermediaries, as senior vp.

Three executives have been pro-
moted at National Excess Insurance
Services Inc.’s Los Angeles office.
Raymond Williams named senior
vp-property/casualty production;
Robert Ougheltree named senior
vp in charge of financial services;
and Mary Tole named vp-prop-

erty/casualty marketing.

Steven A. Johnson named exec-
utive vp at NAS Ltd. in Chicago.

Arthur B. McHugh named se-
nior vp-surplus lines in the Shore-
view, Minn., office of Atwater
MeMillian Inc., the surplus lines
and specialty risks management
subsidiary of St. Paul Fire & Ma-
rine Insurance Co.

Other suppliers

Seven retirement plan consul-
tants have been promoted to senior
vp at Booke & Co. in Winston-
Salem, N.C. They include: H. Lee
Bettis, J. Robert Edwards, Jo-
seph H. Ely, Linda P. Holleman,
Robert H. Kluttz, Michael J.
Waltrip and Hugh A. Wingo. Mr.
Bettis and Ms. Holleman work in
Booke’s defined contribution divi-
sion, and Messrs. Edwards, Ely,
Kluttz and Waltrip work in the de-
fined benefit division. Mr. Wingo is
manager of Booke’s Birmingham,
Ala,, office.

Free from General American

A new library of health care “classics”

designed to improve employee
attitudes on cost containment

What good is cost containment if your people don't buy it?
Our new 15-subject communications package informs, motivates,
and guides employees toward cost-efficient health care practices.

We don't really offer leather-bound volumes
stamped in gold leaf. But we have created
a new set of modern classics to educate
vour employees on how to make wiser
health care decisions...which can mean
savings for you, with no loss in quality of
care for them. And with no loss of em-
ployee morale or loyalty.

Information on up to 15 separate areas
of health care benefits and utilization is
gathered into individual employee packets.
We tailor each package to your General
American health care plan. The literature
describes benefits, limits, options, and em-
ployee action required to deliver health
care benefits that cost less.

Select any part or all of the material to
support your General American group health
plan. It's free, and it will ease the job of
selling your new cost containment program
to your people.

“Top of the Market”
in employee benefits

American

LIFE INSURANCE COMPANY

In addition, we supply a quarterly health
care newsletter, posters, and paycheck stuff-
ers as part of our regular employee educa-
tion program.

"If you don't have a General American
plan now, let us send you the complete
employee benefits support package. Look
it over. Compare it with any communica-
tions package on the market. You'll dis-
cover we have designed cost containment
concepts for every major area of employee
benefit utilization. You'll also discover how
effective employee communications can
alter employee attitudes and actions.

For a free employee communications
package, contact your consultant, broker,
or agent; call your local General American
group sales office; or mail
the coupon below.

F————————

Bill Kuehl
Marketing Director-Large Group
General American Life
700 Market Street

St. Louis, MO 63101

care benefits.

Please send me without obligation your complete pack-
age of the Employee Communications Classics on health
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Company

Street Phone
City State Zip
My broker is;

James E. Stone joins New York-
based Buck Consultants Inc. as
director of group services. Mr.
Stone, who previously served as
president of Reed Stenhouse Inc.'s
U.S. employee benefits company,
also will be responsible for oversee-
ing the management of Buck's new
Houston office.

Joel B. Brandt joins Coopers &
Lybrand's risk management con-
sulting practice at the company’s
New York office. Mr. Brandt, who
will serve as an associate consul-
tant, previously was director of risk
management for Westchester
County, N.Y.

Also at Coopers & Lybrand,
George D. Menking rejoins the
company as principal in its Dallas
office’s Actuarial, Benefits and
Compensation Consulting Group;
Michael R. Wilde named senior
consultant in the company’s Hous-
ton actuarial, benefits and compen-
sation consulting group; and Sally
Cabbell joins the company as se-
nior consultant. And, Frederick
Antonoff named senior consultant
in the Actuarial, Benefits and Com-
pensation & Consulting Group at
Coopers & Lybrand in Atlanta.

Susan Maddock named vp-un-
derwriting at Variable Protection
Administrators Inc., a Cleveland-
based third-party administrator.
Ms. Maddock, who has been with
VPA almost eight years, most re-
cently served as under-
writing/ MET manager. Also, Mi-
chael Phillips named director of
VPA'’s new Special Risk Brokerage
Division in Brunswick, Ohio.

Connie M. Weller named direc-
tor-group benefits division at
Braintree, Mass.-based National In-
surance Advisory Services, a visk
management consulting firm. Ms,
Weller, who joined NAIS in 1981,
previously was senior agvisor in
the group benefits division.

Jack Kunz promoted to presi-
dent of Alex N. Sill Adjustment
Co., based in Cleveland. Mr. Kunz
previously served as vp. Also, John
Woedward named senior vp, and
George Hoffman named vp/exec-
utive general adjuster.

Warren D. Fuller named presi-
dent of Bloomfield, Conn.-based
Intracorp, part of CIGNA Corp.’s
Affiliated Businesses Group, which
provides disability management
and medical care cost-containment
services for insurers and employ-
ers. Mr. Fuller most recently was
president of Howard Research &
Development Corp., another
CIGNA unit, which he joined in
1976.

Agents/brokers

Robert E. Pullan named senior
vp of Kelter-Thorner of Michigan
Inc. in Southfield, Mich. Mr. Pullan
most recently was a vp.

Timothy E. Teagan named vp,
secretary and administrative man-
ager of Frank B. Hall & Co. of
Michigan in Detroit. Mr. Teagan,
who joined the company in 1974,
most recently served as assistant
manager of the property depart-
ment.

Frank J. Rebhelz joins Daniel &
Henry Co. in St. Louis as vp. He
had been a vp at J.W. Terill Inc.

Louis T. Zajdel named vp of
Emett & Chandler Illinois Ine. in
Chicago. Mr. Zajdel joined the com-
pany in January, when Emett &
Chandler Illinois acquired the Lan-
nan & Co. Insurance Agency.

William J. Redmond named
president of DiLeo Associates in
Piscataway, N.J, a unit of Meeker
Sharkey Financial Group. Mr.
Redmond previously was assistant
vp with Alexander & Alexander
Ine. in Bloomfield, N.J.

Donald A. Morgan named se-
nior vp at Atlanta-based Fred S.
James & Co. of Georgia Inc.

Thomas J. Jochums named se-
nior vp in charge of the commer-
cial brokerage unit at Marsh &
McLennan Inc. in Seattle. Mr. Jo-
chums, who joined the office in
1971, most recently was vp. @
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IF DISASTER STRIKES. . .

Being prepared for hurricane damage can make the difference

By James A. Lambert

RE COMPANIES on the Atlantic
Seaboard and Gulf Coast really
prepared for the risk of hurricanes?
Several major hurricanes, like

Hurricane Donna in 1960, Belle in 1976 and

Agnes in 1982—have severely damaged
property along the Atlantic Seaboard,
particularly south of the Carolinas.

And, during the past 25 years, major
hurricanes have frequently struck the
Gulf Coast, including sizable storms like
Carla in 1961, Dora and Hilda in 1964,
Betsy in 1965, Beulah in 1967, Camille in
1969 and Alicia in 1983.

And, just last week, Hurrican Eleana
prompted the evacuaticn of an estimated 1
million people, destroyed buildings, spun
off tornadoes and created a 12-foot storm
surge that caused substantial flooding.

Yet, despite these hurricanes, the
National Weather Service estimates that
almost 80% of the more than 40 million
people who live in the coastal areas along
the Atlantic Seaboard and the Gulf Coast
have never experienced a major hurricane.

That may be why Dr. Neil Frank of the
Miami-based National Hurricane Center,
said last year: “We have a very serious
hurricane problem. . .primarily a people
one.”

This concern has been reinforced by the
Federal Emergency Management Agency
in its October 1984 publication,
“Perspective on Hurricane Preparedness,”
which warned that, without adequate
emergency planning, businesses and
residents on the coastline from Texas to
Maine could be vulnerable to a major
hurricane disaster.

Business and industry has floczed to the
Sun Belt over the last few decades and as
each “hurricane-less” season slips by, there
exist more and more people, including risk
managers, unfamiliar with the fearsome
force of a hurricane.

Those who have never experienced a
major hurricane may be lulled into a “it
can’t happen to me” frame of mind.

A major hurricane, however, brings
torrential rain, violent winds and ocean
surge, which could be several feet above
the high-water mark, especially at high
tide.

A major hurricane can cause also
potentially severe physical damage to
industrial and commercial property.

Although the “recognized” hurricane
season is from June 1 to Nov. 30, an
analysis by the National Weather Service
of 468 hurricanes in the years 1886-1980
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Following a pre-determined disaster plan can minimize the amount of damage caused by high winds and flooding.

indicates that 20% of the storms formed in
August, 37% in September and 18% in
October. This means there is still time to
prepare for hurricanes that still may occur
this season.

Action in an emergency is seldom
effective unless planned in advance. The
amount ef time needed to accomplish these
tasks also should be determined in
advance.

Industrial Risk Insurers, the Hartford,
Conn.-based property underwriter,
recommends that a twofold disaster plan
be planned for coastal facilities.

Industrial Risk Insurers, the Hartford,
Conn.-based property underwriter,
recommends that a twofold disaster plan
be planned for coastal facilities,

The first step involves preparing for the
high winds that inevitably accompany a
hurricane. The second step addresses the
reality of high-water damage.

Some suggestions are repeated in both
Steps 1 and 2 because they apply to
preparing for both high winds and water
damage.

Step 1 of the wind damage and water
damage plan includes the following
checklist:

® Shut down operational processes
safely.

® Inspect roof edging strips, gutters,
flashing, covering and drains.

® Inspect sign and stack supports, guy
wires and anchorages.

® Check for weak door and window
latches or for insecure panel fastenings.
Expedite these repairs.

Scale rates hurricanes by

The Saffir/Simpson Hurricane Scale categorizes
hurricanes on the basis of wind velocity, storm surge
and estimated damage. Categories include:

® Category 1: 74- to 95-mph winds; 4- to 5-foot storm

surge; minimal damage.

® Category 2: 96- to 110-mph winds; 6- to 8-foot storm

surge; moderate damage.

@ Category 3: 111- to 130-mph winds; 9- to 12-foot

storm surge; extensive damage.

® Category 4: 131- to 155-mph winds; 13- to 18-foot

storm surge; extreme damage.

center or eye.

Once a hurricane has developed, an immense

® Protect vulnerable windows from
flying debris.

@ Brace unsupported structural
members at construction sites.

@ Protect important records from wind,
debris and rain.

& Update important backup records,
and move them to a location not
vulnerable to the same incident.

® Fill above-ground tanks to capacity
with products or water to minimize wind
damage.

® Anchor movable structures and
materials, such as trailers, lumber or any
loose outdoor storage. Move stored
materials inside if practical.

@ Assemble the following supplies and
equipment at a central, secure location:
emergency lighting; lumber and nails; tape
for windows; sandbags; roofing paper;
caulking compound; tarpaulins; power and
manual tools; shovels and axes; and
chainsaws.

@ Ensure that the emergency crew
remaining on the premises has the
following: nonperishable food; first-aid
equipment; lighting; radio receivers; and
stored drinking water.

@ Fill emergency generator and
fire-pump fuel tanks.

® Inspect all fire protection equipment
to be sure it is in service.

® Take extraordinary measures to
secure outdoor traveling cranes and
bridges. Besides setting rail clamps, secure
these items with wedges and cable anchors.

@ Clean out drains and catch basins.

@ Be sure to prepare the flood checklist

as well as the hurricane checklist.

Step 2, which should be undertaken
after a hurricane watch—an advisory
meaning that hurricane conditions and
flooding are highly likely—has been put
into effect, includes the following
checklist:

@ Shut down processes safely, and drain
open tanks of flammable or combustible
llqulds. \

® Brace unsupported structural \
members at construction sites.

® Update important backup recorégs,
and move them to a location protected
from flooding.

® Anchor outdoor items that can be
moved by flood waters, such as trailers,
lumber or loose storage. Move stored
materials inside if it is practical to do so.

® Assemble all of the following types of
supplies and equipment at a central, secure
location: portable pumps and hose;
emergency lighting; lumber and nails;
sandbags, mops and squeegees; tarpaulins;
power and manual tools; shovels and axes.

@ Ensure that the emergency crew
remaining on the premises has the
following: non-perishable food; first-aid
equipment; lighting; radio receivers; stored
drinking water.,

@ Fill emergency and fire-pump fuel
tanks.

@ Inspect all fire protection equipment
to be sure it is in service.

@ Check travel brakes on movable
cranes and bridges. Anchor them in
accordance with the manufacturer’s

Continued on next page

wind, wave, damage levels

@ Category 5: over 155-mph winds; over 18-foot
storm surge; catastrophic damage.

This awesome weather disturbance is, in essence, a
gigantic heat engine drawing energy from the warm,
moist air spiraling into its “eye” at the lower altitudes.
Under the effects of the earth’s rotation, the inward
flow of air is directed to the right in northern latitudes,
setting up a counter-clockwise cyclonic motion with
Jwinds directed around but inclined inward toward the

transformation of energy takes place within the eye.

| Here, the converging air is whirled aloft under existing
convection currents by the pressure of following air
directed toward the center and through the pumping
action of high-altitude winds.

As the warm moisture-laden air rises, the subsequent
condensation of large amounts of water vapor releases
tremendous quantities of heat to the air. The heat
energy released by condensation in a hurricane in one
day may be equivalent to that released by the fusion of
100 20-megaton hydrogen bombs.

\
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ASK A BENEFIT MANAGER

Accounting methodology
affects retiree benefit costs

My company has had major
reductions in its active workforce
over the last several years, so that
now we have as many retired
employees—including those who
left with a pension payable
sometime in the future—as we
have active employees.
Containing the costs of our various benefit
programs is, of course, a major objective. Although
I have not been able to measure it exactly, I feel
that the cost of our retiree benefits is increasing
faster than the cost of our program for active
employees. Can you suggest any ways by which we
can measure—and, hopefully, control—these
costs?

Despite the apparent successes some
companies have achieved in
controlling their employee benefit
costs during the last few years, the
pressure of these costs on a
company’s bottom line will continue
to be a dominant factor affecting the
management of employee benefits in
1985 and at least for the next decade.

These pressures will be increased, on the one hand, by
continued government legislation in the area of
employee benefits and, on the other hand, by the need
for greater productivity in the face of intense
international economic competition.

Recently, most companies have directed their
cost-containment efforts at the costs of the welfare
programs they provide for their employees, especially
health care, because these costs have been rising more
dramatically than others.

In the past, companies were more concerned with
their pension expense than with the expense of the
welfare programs because of the cash payments
involved and the long-term obligations that the pension
promise represents. But, favorable investment returns
and a low rate of inflation, especially as it affects
“final-pay” plans, generally have reduced the cost
pressures on pension plans.

Today, the expense for many companies of providing
welfare benefits now exceeds their pension expenses. In
fact, the 1983 U.S. Chamber of Commerce benefit cost
survey showed the cost of agreed-upon pensions was
only 3.6% of payroll, while the cost of “insurance” was
4.7% of payroll. And, of course, the greater part of the
insurance cost was for health care.

What is most significant about this comparison of
pension and welfare benefit costs is that for most
companies the expense of their retiree welfare
programs probably is dramatically understated.

Central to the issue of costs is how these costs are
measured. Welfare benefits, including those for retirees,
are expensed by most companies as claims are incurred
on a “pay-as-you-go” basis. Pension benefits, however,

Hurricane preparation

are expensed on an accrual basis over the active career
of the employee, as required by the accounting rules
promulgated by the Financial Accounting Standards
Board.

While pay-as-you-go accounting may be a reasonable
methodology for expensing the welfare benefits
provided by active employees, there are strong
arguments against the appropriateness of the
pay-as-you-go method being used to account for the
costs of the life, medical and dental benefits provided to
retirees.

The FASB already requires disclosure in a company’s
financial statement of post-retirement life insurance,
health care and other benefits, and it seems only a
matter of time until it requires companies to expense
those post-retirement benefits on an accrual basis over
the course of an employee’s active career.

The underlying liabilities that these “other
post-retirement benefits,” or OPBs, represent on an
accrued basis can be enormous—in many cases, the
unfunded present value of these OPBs exceeds the
unfunded present value of future pensions.

And, for the following reasons, we can expect these
liabilities to continue to grow:

s Although recent trends show a decline in increasing
health care costs, these costs still are rising and can be
expected to continue to increase at a rate higher than
the general rate of inflation.

« The costs of providing medical coverage for retirees
and their dependents under age 65 is greater than the
cost of providing it for retirees over 65 and, despite the
increase in the mandatory retirement age to 70 from 65,
employees are continuing to retire early.

¢ Virtually all health care plans for retirees are
secondary to Medicare. We can expect the government
to continue to reduce the benefits payable under

Medicare and, in effect, shift those costs to private plans.

It also is possible that, sometime in the future, the
government may legislate that private plans be
primary.

In the past, companies generally have not been
concerned about their liability for these other
post-retirement benefits because they assumed they
could reduce or terminate these benefits at will.
However, recent lower-court decisions point in the
other direction, and in several instances retiree benefit
programs have been found to represent an implied
contract that cannot be revoked after employees have
completed their years of service and retired.

While the liabilities for these other post-retirement
benefits will be increasing, government legislation
undoubtedly will increase the cost of providing pension
benefits in the future, despite a lower rate of inflation.

In fact, there is legislation currently being proposed
that would increase employers’ premium to the Pension
Benefit Guaranty Corp. to $8 per plan participant from
$2.60 and require five-year vesting for defined benefit
plans.

And, I would not be surprised if Congress were to
mandate cost-of-living increases in the near future in
the pension benefits provided vested terminated
employees, as currently proposed in the United
Kingdom and Canada and already is mandated in West
Germany.

The first step in controlling the costs of your retiree
programs is, of course, to measure them. Pension
expense and the present value of future pension
payments routinely are measured in pension actuarial
valuations, and the same methodology can be applied to
other post-retirement benefits. In this regard, an
excellent study of the issues involved in accounting for
OPBs recently was published by the Financial
Executives Research Institute in Morristown, N.J.

Once you have identified the costs involved, you can
consider alternate ways of controlling them. Some of
these may be:

¢ Many companies have implemented design changes
and cost-sharing in the welfare plans provided active
employees. If appropriate, you should consider
implementing these changes in your retiree welfare
programs.

¢ You should consider whether you want to begin
accruing the expense for other post-retirement benefits
in advance of an employee’s retirement. You also should
consider whether you want to prefund these OPBs
through the use of a 501(c)(9) trust, the purchase of
group permanent life insurance policies or some other
vehicle. Be sure to consider the various tax
consequences of such prefunding, including the possible
implementation of the tax reform and deficit reduction
proposals currently being considered by Congress.

* Consider the purchase of annuities for your retired
and vested terminated employees. These may allow you
to avoid any cost-of-living increases that may be
mandated in the future, the payment of premiums to
the PBGC and the administrative expense of complying
with government regulation, such as the Retirement
Equity Act.

 Be sure regularly to include in your summary plan
description booklets and other communications to
employees, both active and retired, the company's right
to amend or terminate its employee benefit plans,
including its welfare plans.

Finally, the challenge for benefit professionals will be
to control the costs of these other post-retirement
benefits so as to be able to continue them for retired
employees without impairing the profitability of their
companies.

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

Ask A Benefit Manager and Ask A
Risk Manager answer written ques-
tions from readers on risk and benefit
management issues.

This month's column, on employee
benefit issues, is written by Joseph
Duwva, director of employee benefits
and compensation at SCM Corp. in
New York. Next month, Ralph F. Perry
Jr., vp and director of risk manage-
ment at Amfac Inc. in San Francisco,
answers risk management questions.

Mr. Duva’s and Mr. Perry’s columns appear alternately
on the second Monday of each month. Mr. Duva’s next col-
umn will appear in November.

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

Mr. Duva

Continued from previous page
out-of-service instructions.

@ Place sandbags at vulnerable
openings. Divert water from critical
areas such as holes in foundations,
doorways and sills.

James A, Lambert is vp-
loss prevention at Indus-
trial Risk Insurers in
Hartford, Conn.

® Move machinery, stock and reports
to higher elevations. By knowing the past
flooding history of the area, reasonably
safe areas can be selected.

e Shut off all flammable and
combustible liquids lines at their source
to prevent the discharge of such liquids
from piping broken by floating debris,
Support exposed piping properly.

@ Make sure above- and below-ground
tanks are properly anchored to prevent
flotation. Fill empty tanks with water or
product, and extend vent lines on active
tanks above the anticipated maximum
water level.

® Lash down portable containers of -

flammable or combustible liquids.

® Shut off electrical power at the main
building when that building is in
imminent danger of flooding.

During a hurricane, the emergency
crew remaining on the premises should
beware of the “eye” of the storm. Winds
may completely subside and skies may be
clear, but winds will rise rapidly from the
opposite direction once the eye has
passed.

The crew should also be alert for
inland and coastal flooding as well as
shoreline ocean surge.

After the storm clears, crews should
take steps to minimize further damage.

For example, openings in walls or
roofs should be temporarily repaired or
the contents of the building coverage
with tarpaulins to minimize rain damage.
At the same time, roof drains should be
cleared of debris to prevent water from
forming ponds and causing collapse.

If there is a possibility that flammable
liquids or gases are present, emergency
crews and salvage teams should be
cautioned not to smoke or use
heat-producing devices.

In addition, the utility company should
be advised of necessary repairs while
care is exercised around damaged power
lines.




perspective

business insurance, September 9, 1985 / 39

Far East pension programs vary
I - international issues |

By S. Robert Beane

ETIREMENT PROGRAMS of

various kinds have been popular in
the Far East for some time. While some
of the programs are no more than
informal pension promises for which no
funding has been provided, others
involve more formal plans that require
funding arrangements.

Since the funding of
company-sponsored retirement programs
has sparked a great deal of interest in
industrial firms in the Far East in the last
few years, it may be helpful to look at
some of the ways that retirement plans
are handled in a number of Asian
countries.

Generally, company-sponsored
retirement programs are designed to
supplement retirement benefits
mandated by the government through
social security systems. However, the
development of social security in the Far
East has varied from country to country
so that private supplementation of
retirement programs varies as well,

Hong Kong, South Korea and Thailand
do not have social security programs that
provide old age benefits. In South Korea,
this is partially mitigated by the Labor
Law provision requiring companies to
make lump-sum payments to retirees. In
Hong Kong, benefits for the elderly take
the form of social assistance payments
funded through general government
revenues.

In countries with social security
programs, benefit arrangements vary
considerably. For instance, in Malaysia
and Singapore, retirement benefits are
based on the accumulated contributions
paid by both employees and employers to
the Provident Funds. Because
contributions to the funds are so high,
they leave little room for private
supplementation, except perhaps for the
highly paid executives.

In addition to covering employees
under social security, companies in the
Philippines, Japan, Indonesia and
Taiwan are required to pay termination
indemnity benefits at retirement as a
way of compensating employees with
long years of service. As defined benefits,
termination indemnities are generally
paid as lump-sum amounts based on pay
and service.

Private pension supplemeéntation

therefore, ranges from non-existent in
Singapore and Malaysia to embryonic in
Indonesia and Thailand to common in
Hong Kong, Japan, Philippines, South
Korea and Taiwan.

In most countries, there are a number
of ways to finance retirement benefit
obligations.

Under the so-called pay-as-you-go
method, benefits are paid as they become
due. This method may or may not be
supported by reserves set up in the
company books to recognize the liabilities
that accrue over time.

Another way is to earmark periodically
amounts to be used either to purchase
annuities from insurance companies or to
create an external fund from which to
pay benefits when retirement occurs.

It is interesting to note that in the Far
East, annuities are not a common funding
vehicle because in most countries, except
Japan, benefits are provided in a lump
sum.

In any country, whether a company
should fund its benefit program or not
depends on its assessment of several
factors:

® The availability of corporate
financial resources.

® Favorable tax treatment of
contributions or book-reserve accruals.

® The need for fiscal discipline and
the desire to secure the benefit
obligations to employees.

® The availability of funding and
investment vehicles,

® Government regulations.

These factors vary from country to
country and from company to company.
Indeed, they may often be in conflict. For
example, a commitment for external
funding may not be realized if the
company cannot find suitable investment
media in the marketplace.

In the countries of the Far East where
private retirement programs have been
introduced, a number of funding options
have been employed.

In Taiwan, where retirement plans
have been designed primarily to wrap
around the termination indemnities
required under the Factory Law and to
supplement the social security pensions,
book reserves had been the most common
method of financing. This is in large part

due to favorable tax treatment that
allows companies to claim tax-deductible
book reserve additions up to 8% of
payroll.

The government, however, has taken
steps to assure that funds will be actually
available in the future to pay required
benefits. The new Labor Standards Law
of 1984 now requires external funding of
termination indemnities at least.

While this would be on a tax-favorable
basis, there are important issues to
consider. In the first place, funding
vehicles had been rather limited, and it is
hoped that insurance companies, banks
and other trust companies will begin to
innovate and expand investment
opportunities. In addition, the limit on
the tax deduction may be restrictive for
some plans. Companies will lose some of
the financial advantages that have been
available in the past through
book-reserves.

In any case, there will be more
external funding in the future in Taiwan.

Japan's financial market is, of course,
highly sophisticated. Despite this, some
companies in Japan finance part of
their termination indemnity obligations
through book reserves, since the law
allows up to 40% of the voluntary
termination benefits to be funded by
book reserves on a tax-favorable basis.
The remainder is then externally
funded.

While there is therefore considerable
flexibility in funding, we should see a
trend toward external funding as the
government encourages companies to
qualify their pension plans for more
favorable tax treatment.

There has been no question about the
need for retirement programs in Hong
Kong. Although the years of uncertainty
about the future of Hong Kong caused
private firms to be unwilling to make
long-term commitments, the recent
agreements between China and Great
Britain have renewed optimism in the
future of the economy.

As companies return to long-term
planning, formal tax-effective funding of
retirement programs will receive greater
attention. Still, companies will continue
to look at both domestic and offshore
investment markets to attain a degree of

diversification.

In the Philippines, the only
tax-effective method of financing
retirement plans is by external funding,
There are investment vehicles available
through insurance companies, banks and
trust companies, but the current
economic problems impose financial
constraints on companies that have had
to pay close attention to capital spending
priorities.

Trends in funding in South Korea,
Thailand and Indonesia have been
restricted by the limited investment
vehicles available. In South Korea,
where there are no elaborate rules for
pension funding, the book-reserve
method continues to be the most common
and tax-effective form of financing. The
issue in Thailand is not funding but
rather the incentive to design a
retirement program at all.

Until the government establishes a
framework for tax-effective
arrangements, there will not be a
breakthrough in employee retirement
programs.

The Indonesian government is
encouraging the establishment of private
pension plans to “wrap around” the
termination indemnities. Because so
many companies in Indonesia operate on
a joint-venture or contract basis, the
funding of these liabilities offers them an
opportunity to allocate future costs to
current contract revenue.

Government tax incentives still have
to be accompanied by the development
of an enthusiastic investment
community.

As the trend toward funding benefit
programs in the Far East continues, we
should see more opportunities for
investment vehicles to be developed,
better security for employees and
pressure on governments to provide a
healthy framework in which private
retirement plans can operate
successfully.

S. Robert Beane is vp
and manager of the
New York Interna-
tional department of
Johnson & Higgins. His
column appears regu-
larly in the Perspective
section.

‘Off-duty’ truck driver entitled to comp benefits

TRUCK DRIVER, who was struck by a pipe and
hot by an assailant while in the cab of his truck at
a delivery point, was acting within the course of his
employment regardless of whether he had logged on- or
off-duty, a North Carolina appellate court ruled.

Robert Hobgood drove a truck for Anchor Motor
Freight. After he had made a delivery in Goldsboro,
N.C,, he logged in as “off-duty” until he continued to a
second city the next day. However, while he was still in
the Goldsboro delivery site and seated in the truck, he
was shot in the head by an assailant. Mr. Hobgood filed
a claim for benefits, which were awarded.

The appellate court said that an employee, whose
work entails travel away from the employer's premises,

These abstracts were prepared by Cases Unlimited Inc.
A copy of an entire decision may be obtained by sending
a check for $5 made out to Cases Unlimited to Business
Insurance, 740 N. Rush St., Chicago, Ill. 60611. List the
number for each opinion.

I legal brief |

acts within the course of his employment continuously
during the trip, unless there was proof of a “distinct” or
“total” departure on a personal errand.

Since Mr. Hobgood was still in his employer’s truck at
the time of the injury, the court said it was irrevelant
whether he was logged on- or off-duty. The award was
affirmed. Hobgood v. Anchor Motor Freight, Court of
Appeals of North Carolina, June 5, 1984 (BI/05/Ju.-$5).

Breach of insurance contract

Lost profits from a store were recoverable as
consequential damages for the breach of an insurance
contract, a federal appeals court ruled.

Emil Salamey owned a convenience store that was
destroyed by fire in 1980. Fire insurance issued by
Aetna Casualty & Surety Co. covered the store. The
policy included losses for business interruption

following a fire, including losses during the time
required to resume normal business operations, not
exceeding the time required to rebuild, replace or repair
the insured property or, in any case, 12 months.

Aetna denied Mr. Salamey’s claim on the grounds
that he had set the fire or caused it to be set. Mr.
Salamey sued for breach of contract.

A jury awarded Mr. Salamey $260,000 for loss of the
building and its contents, $13,500 for loss of profits for
214 months (the time the parties agreed it would require
to rebuild) and $240,960 for additional loss of profits.

On appeal, Aetna argued that the award of damages
for lost profits beyond the 2% months exceeded the
policy limits. But, the court said the claim for lost profits
was separate from the claims to enforce the insurance
contract. The court emphasized that the policy limits do
not restrict the damages recoverable for breach of
contract. Salamey v. Aetna Casualty & Surety Co., U.S.
Court of Appeals for the Sixth Circuit, Aug. 28, 1984
(BI/05/Au.-$5).
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Toledo, Cleveland Blue Cross plans merge

Blue Cross of Northwest Ohio in
Toledo and Blue Cross & Blue
Shield Mutual of Northern Ohio in
Cleveland are merging to form one
of the largest Blues' plans in the
United States.

The new company will be callad
Blue Cross & Blue Shield of North-
ern Ohio. The merger is subject to
the approval of the Ohio Depart-
ment of Insurance, which BC/BS
officials say could take from three
to six months.

The consolidation will create a
health care insurer that covers
more than 1.7 million people in 23
counties. Revenues from the two
companies total around $1.1 billicn.

Dennis McClung, president of
the Toledo plan, said, “We will be
able to offer each other's services,
which means one-stop shopping for
hospital and medical coverage for

our members.” Mr. McClung will
becomes chairman of the board of
the new company.

John Burry Jr., president of the
Cleveland, said the merger will
“make us more competitive. It pro-
vides a stronger financial base.”

Mr. Burry will become president
and chief executive officer.

Group dental plans

Bankers Assurance Co. in New
City, N.Y., a newly formed subsidi-
ary of Bankers Life Nebraska, is
marketing free-standing group
dental plans for employers in the
state.

Bankers Assurance was formed
to begin offering dental coverage to
New York employers before even-
tually expanding into life and
health lines, according to President

I markets |

Phyllis Carsten. The company has
been operating since May.

She said the new company offers
“a wide range of policies” to em-
ployers, depending on their needs.

Bankers Assurance is located at
130 N. Ma:n St., Suite 1, New City,
N.Y. 10956; 914-638-4532.

Structured settiements

Martens, Renter & Brown, a new
company specializing in the place-
ment of structured settlement an-
nuities in catastrophic injury cases
has open=d in Newport Beach,
Calif. -

The company will also offer cli-
ents general financial planning.

Eric W. Martens, an attorney, has
been named president of the new
company. Kathleen M. Brown is a
senior vp. She was formerly an an-
nuity settlement specialist with
Ringler Associates.

W. Dennis Rernter is the firm’'s
senior vp of financial planning. He
is a certified financial planner and
a registered principal of the Na-
tional Assn. of Security Dealers.

Martins, Renter & Brown is lo-
cated at 881 Dover Drive, Suite 30,
Newport Beach, Calif. 92660; 714-
650-4500.

Risk consultant

Two consultants have joinec

I S T R U €

The Wrong
Medical
Decision
Could
Leave This
Injured
Worker
Flat On His
Back For
Life

T URED

8§ BT T L

B M B N T 8

A

The Wrong
Settlement
Decision
Could
Leave Him
Flat

Broke

In Less
Than Five
Years

But, choosing the right struciured settlement company benefits
everycne involved. With innovations like our exclusive Seltlement Trust to handle alf
of @ claimani's special needs, we bring a wide array cf negotiating fools fo the fable.
Working solely on behalf of the defense, we are also dedicated to providing the
claimant with the best possible plan.

from the moment you contaci us, each member of our firm participates
in eveluating your specific requirements. Put our professional team of expert
negoliators, product specialisis and administrators to work for you, free of charge.
Wherever you are in the nation or the world, our centralized location allows fast,
easy, personal service. Your decision should be The Mangelsdori Companies.
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forces in Long Beach, Calif., to
form Jack & Levine, a new risk
management and insurance con-
sulting firm.

Don Creighton Jack and Arthur
Levine are putting their risk man-
agement consulting experience
under one roof to offer traditional
risk consulting services to a variety
of clients. In addition, they will
provide ongoing insurance man-
agement services for public entities
and insurance counsel for attor-
neys.

In the past, Mr. Jack has pro-
vided risk management services to
southern California cities including
Long Beach, Beverly Hills and Pas-
adena. He formerly was a risk
manager for Bekins Co.

Mr. Levine has consulting expe-
rience with Tillinghast, Nelson &
Warren Inc. and Warren, McVeigh
& Griffin.

He has also served in supervisory
underwriting posts for Aetna Life
& Casualty Co. and other insurers.

The firm is located at 367 Re-
dondo Ave., Long Beach, Calif.
90814; 213-439-4956.

Loss control

Near North Insurance Agency
Inc. in Chicago has formed a loss
control/engineering department to
help its clients lower their prop-
erty/casualty claims.

The agency says it formed the
department because of the need for
“experienced and professional
analysis of all types of risks. Near
North recognizes the need of strong
agency involvement to help ease
the hardened market conditions
which exist today.”

The new department, the agency
said, will help prevent costly and
unnecessary claims by identifying
potential problem areas of an in-
sured’s operation and submitting
recommendations that should pre-
vent losses.

Near North is located at 875 N.
Michigan Ave., Chicago, Ill. 60611;
312-280-5600.

Home divestiture

The Home Insurance Co. has
completed its previously an-
nounced sale of its life insurance
and accident and health insurance
subsidiaries to Harcourt Brace Jo-
vanovich Ine. for $130 million in
cash.

The subsidiaries were the Fed-
eral Home Life Insurance Co. and
PHF Life Insurance Co., both
headquartered in Battle Creek,
Mich.

The Home said the sale increased
its statutory policyholders surplus
by about $75 million.

According to a spokesman for
The Home, proceeds from the sale
would be used by the company to
support the “continued growth of
its property and casualty insurance
operations.”

New subsidiary

RGAF Managers Inc., which op-
erates Ocala, Fla.-based RGAF Un-
derwriters, has formed a new sub-
sidiary, Florida Insurance Network
Inc., through which it plans to ex-
pand RGAF Underwriters’ insur-
ance offerings.

RGAF Underwriters currently
writes health, dental, long-term
disability, workers compensation
and other property/casualty
lines to members of the Retail
Grocers Assn. of Florida, which
is made up of retail grocers,
wholesalers and food industry
suppliers.

RGAF Managers President
Wayne McDonald says that Florida
Insurance Network will offer addi-
tional coverages, especially em-
ployee benefit products, to grocers.

Continued on next page
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The products may include group
auto, homeowners and life insur-
ance coverages, he said.

Mr. McDonald will serve as pres-
ident of the new subsidiary, while
Doug Weaver, assistant vp-market-
ing at RGAF Underwriters, will be
vp of Florida Insurance Network.

Pain control

The Pain Control Network in
Jericho, N.Y., has been formed to
educate patients, physicians, em-
ployers and insurers on a method
of relieving pain that could help
ease the high cost of health care.

The network offers educational
services on transcutaneous electri-
cal nerve stimulation, a process
that sends pain-Kkilling electrical
stimulation to nerve endings. The
stimulation is delivered by a bat-
tery-powered device that can be
used in a physical therapist's office
or at a patient’s home.

Mike Sotire, president of PCN,
said the therapy is under-utilized
because health care providers and
patients are not aware of the pro-
cess and have not been taught how
to use it effectively.

Mr. Sotire said chronic pain suf-
ferers too often visit physicians
who simply prescribe drugs for
their conditions and seldom refer
them to phvsical therapists.

The aim of the Pain Control Net-
work is to create an awareness of
this pain-relief method, which can
result in health care cost savings
for employers and insurers, he ex-
plained.

“It is the physical therapist who
is trained in the proper use of
TENS therapy because it is a thera-
peutic modality,” said Mr, Sotire.
“If more physicians understood the
modality or if more of these
chronic pain suffers could find
their way to physical therapy,
TENS would be more widely used
and the cost savings would be stag-
gering.”

Mr. Sotire noted that many in-
surers and the federal govern-
ment’s Medicare program reim-
burse patients for the cost of the
treatment.

More information is available
from the Pain Control Network at
125 Jericho Turnpike, Jericho,
N.¥Y. 11753; 516-333-1696 or 1-800-
833-9911.

Security services

A former Illinois state’s attorney
and a host of crime-control experts
have formed PSI Loss Prevention
Enterprises Inc., a Chicago-based
firm that offers an array of security
services.

Bernard Carey, a former Cook
County state’s attorney, is a princi-
pal of the new company, which

Hurricane damage
set at $37.1 million

NEW YORK—Hurricane Danny
caused an estimated $37.1 million
in insured property damage, ac-
cording to C.E. Hermanson, vp of
the Property Claim Services divi-
sion of American Insurance Ser-
vices Group Inc.

The damage was caused by wind,
tornadoes and flooding associated
with the hurricane and affected
parts of Louisiana, Mississippi, Ala-
bama, Georgia, South Carolina,
North Carolina and Virginia on
Aug. 15-18.

Hardest-hit was Louisiana, with
an estimated $25.1 million in dam-
age.

Other damage estimates were Al-
abama, $5 million; Mississippi and
South Carolina, $2 million each;
and Georgia, North Carolina and
Virginia, $1 million each.

The estimate does not include
damage insured under the National
Flood Insurance Program.

Hurricane Danny was assigned
Catastrophe No.78 by Property
Claim Services. .

provides businesses with “one-stop
shopping” for loss-prevention ser-
vices like security systems, guards
and products including safes and
locks.

“Protecting a company’s assets
today can be confusing and compli-
cated, with the large number and
variety of vendors who market
safety and security systems,” Mr.
Carey said. “Without an organized,
unified approach, loss-prevention
efforts frequently become frag-
mented and ineffective or end up
working at cross purposes.”

The new company provides a
single source of loss-prevention
services, he explained. “We take a
task-force approach that involves
an in-depth study of customer
needs, which results in an inte-
grated and comprehensive protec-
tion plan for the client.”

Mr. Carey said businesses that
use PSI's loss-prevention programs
can realize cost savings, including
lower insurance costs.

PSI has a working relationship

with several security companies
that provide services to its clients.
The company also offers in-house
services that include employee
screening, computer protection,
training of private security person-
nel, financial investigations and
others.

PSI is owned and directed by a
group of loss-prevention experts
that include Chairman Richard G.
Held, a former associate director of
the Federal Bureau of Investiga-
tion; Peter B. Bensinger, former
director of the Federal Drug En-
forcement Administration; William
J. Kunkle, chief prosecutor of con-
victed mass murderer John Wayne
Gacy; James T. McGuire, former
superintendent of the Illinois State
Police; Charles J. Pierce, former
chief of the Chicago Fire Preven-
tion Bureau; James M. Rochford,
former superintendent of the Chi-
cago Police Deptartment; and Mi-
chael A. Ficaro, chief prosecutor of
the Puerto Rican nationalist group
FALN.

Other principals in the new firm
include William F. Beane, national
security director for United Air-
lines; James Krema, former man-
ager of information systems at the
University of Chicago; Sam H.
MecGuon, a risk management ex-
pert; Richard B. Ogilvie, former
governor of Illinois; and Charles A.
Sennewald, U.S. editor of Profes-
sional Protection magazine.

For information, contact PSI at
Suite 203, 2630 Flossmoor Road,
Flossmoor, Ill. 60422; 312-939-4000
or 312-957-5291.

New offices

Alexander & Alexander Ser-
vices Inc. has opened a new office
at 10014 N. Dale Mabry, Tampa,
Fla. 33618; 813-968-5168.

Lake & Associates, an inde-
pendent adjuster and consultant,
has opened an office at 1001 Cool
Water Court, Lexington, Ky. 40515;
606-273-8750.

Carson, Luebbehusen & Burk

Inc., a Fort Worth, Texas-based in-
surance brokerage firm specializ-
ing in the energy industry, has
opened an office at 3131 Turtle
Creek Blvd., Suite 222, Dallas,
Texas 75219; 214-521-7928.

W.W. Vincent & Co. and Insur-
ance Co. of Illinois have moved to
a larger facility. The companies are
now located at 175 W. Jackson
Blvd., Suite A-1425, Chicago, Ill.
60604; 312-341-6000.

Associated Reinsurance Man-
agement Corp. and its subsidiaries,

Associated Intermediaries Inc.
and U.S. FAC Corp., have relo-
cated their Atlanta offices to 2
Piedmont Center, Suite 700, At-
lanta, Ga. 30305; 404-237-1170.

Warner Insurance Group has
moved its home office to 7411 Lake
Stagtiver Forest, I11. 60305; 312-366-
1200.

Associates Claims Enterprises
Ine., a claims management firm,
has moved to new offices at 200 W.
Monroe St., Suite 1402, Chicago, 111,
60601; 312-263-1620. .

We're ready to

write large

casualty risks.

Right now.

Hartford Specialty has the
capacity to insure large casualty
risks. And we back up that capa-
city with outstanding under -
writing, claims and loss control
services. So if you want to

place a large casualty risk, call

Hartford Specialty right now. We’re
ready to write more business.

HARTFORD
SPECIALTY

The Insurance People of IT'T

Hartford Specialty Company. An affiliate of The Hartford Insurance Group, Hartford, Conn. 06115. Products and services:
underwriting and risk financing programs. Claim. loss control and captive services.
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datebook

SEPT. 19. Redesigning the Work Environment
to Avold Carpal Tunnel S seminar in
Houston, sponsored by the International Safety

SEPT. 20. Employee Education conference in
Chicago, sponsored by the Illinois State Chamber
of Cummeroe $90 for members; $135 for non-

Academy; $185. International Safety Academy,

Reg , ISCC, Center for Bunness

P.O. Box 8527, 1600 Arch St., 12 Tower, Philadel-
phia, Pa. 18101; 800-231-3147, 215-241-5800 in
Pennsylvania,

SEPT. 19-20. New Directions in Health Care
Mlnlgemcl! conterence in Memphis, Tenn.,

ed by the National Assn. of Employers on
Health Care Alternatives; $495 for members, $445
for additional member from same company; $595
for r bers, $545 for additional non-mem-
ber from same company, NAEHCA, 1134 Cham-
ber of Commerce Building, 15 S. Fifth St., Minne-
apolis, Minn. 55402; 612-338-4823.

SEPT. 16-20. Casualty/Loss Reserve seminar in
Kansas City, Mo., sponsored by the American
Academy of Actuaries and the Casualty Actuarial
Society; $300. Registrar, AAA, 1835 K St. NW,,
Suite 515, Washington, D.C. 200086; 202-2233-8319.

SEPT. 18-20. Self-Funding Your Employee
Benefits meeting in Chicago, sponsored by
American Management Assns.; $620 for members;
$715 for non-members. Also, Oct. 16-11 in New
York, Oct. 24-25 in San Francisco. Registrar,
American Management Assns., P.O. Box 319,
Saranac Lake, N.Y. 12983; 518-891-0065.

Mnnagemem. 20 N. Wanker Drive, Chicago, L1
60606; 312-372-7373.

SEPT. 22-24. International Benefits seminar in
St. Thomas, U.S. Virgin Islands, sponsored by the
International Foundation of Empl
Plans; $500 for bers; $575 for

Registrar, IFEBP, 18700 W. Bluemound Road, P.O.
Box 69, Brookfield, Wis. 53005-0069; 414-786-6701.

SEPT. 22-25. 1885 Canadian Risk Management
conference in Ottawa, Ontario, Canada, spensored
by the Canadian Capital Region Risk & Insurance
Management Society; $250. John Harris, City of
Nepean, 3825 Richmond Road, Nepean, Ontario
K2H 5C%; 613-829-1510.

SEPT. 23. New Requirements Pertaining to
Small-Quantity Hazardous Waste Generators
and Underground Storage Tanks seminar in
Cincinnati, sponsored by Ohio Manufacturers'
Assn. and 12 other statewide organizations in co-
operation with The Ohio EPA and Ohio State Fire
Marshal; $45 for either morning or afterncon ses-
sions or $90 for entire program for members; $60
for either session or $120 for entire program for
non-members. Also, Sept. 30 in Toledo, Ohio; Oct.

yee Benefit:

1 in Cleveland; Oct. 21 in Akron, Ohio; Oct. 22 in
Columbus, Ohio; Oct. 23 in Cambridge, Ohio.
Mark Uher, Ohio Manufacturers’ Assn., 100 E.
Broad St., Columbus, Ohio 43215; 614-431-1722,

SEPT. 23-24. Managing the Self-Funded Health
Care Plan conference in Chicago, by
Charles D. Spencer & Associates: $475. Patricia
Tbbs, Charles D. Spencer & Associates Inc., 222 W,
Adams St., Chicago, I11. 60606; 312-236-2615.

SEPT. 23-25. 1685 Trustecs and Administrators
Institutes in Banff, Alberta, sponsored by the In-
ternational Foundation of Employee Beneﬂt
Plans; $420 for bers; $485 for non
Registration Department, IFEBP, P.O. Box 89
Brookfield, Wis. 53008-0069.

SEPT. 25-26. Principles of Petroleum Insur-
anee workshop in Houston, sponsored by the Pro-
fessional Development Institute and Self-Insur-
ance Resource Inc.; $450. Also Oct. 16-17 in Den-
ver, Oot. 28-30 in Oklahoma City, Nov, 7 in New
Orleans, La., and Nov. 20-21 in Fort Worth, Texas.
Jonathan Jeffrey, Prof 1 Devel In-
stitute, P.O. Box 13288, NTSU, Denmn Texas
76203-3288; 817-565-2483.

SEPT. 26-27, State of Connectiout Division of
Worker Education 1st Annual Sympesium in
Hartford; $29 for Connecticut residents; $60 for

seminar in Chicago, sponsored by Lakeside Man-
agement Services; $90; $25 for students. James
Opoks, Lakeside Management Services, Saint Jo-
seph Hospizal, 2800 N. Lake Shore Drive, Chicago,
111, 60657; 312-975-3388.

SEPT. 27. “Lloyd's, the Institute of London Un-
derwriters and the London Insurance Market"
seminar in New York, sponsored by The Bureau
of National Affairs Inc. and Longman Seminars;
$225. Contact Lloyd's Seminar Registrar, BNA
Conferences, The 2550 M St., N.W,, Suite 699,
Washington, D.C. 20037; 800-424-58080; 202-452-
4420, |

SEPT. 28-19. Malpractice Self-Insurance Pro-
gram in Grand Cayman, British West Indies,
sponscred by APA Ltd.; $250. Joan McNulty,
M t International Ine,, 7480 Fairway
Dnve‘ Suite 106, Miami Lakes, Fla. 33024; 305-822-
1414

SEPT. 30-OCT. L. New Approaches To Finding
Reinsurance Capacity for 1888 seminer in New
York, sponsored by Executive Enterprises Inc,;
$750; $850 for each additional registrant from the
same organization. Registrar, Executive Enter-
prises Inc., Session #59INS15, 33 W, 60th St,, New
York, N.Y. 10023-7588; 212-489-2680.

SEPT. 30-OCT. 1. Perinatal Risk Management:

out-of-state d State of C icut-DWE
Symposium, DWE, 1880 Dixwell Ave., Hamden,
Conn. 06514

SEPT. 26-21. Construction Safety and Health

Understanding and Preventing the Multimil-
lion Dollar Claim i in San Fr it

sponsored by the American Society for Hospital
Risk Management and The Structured Settle-
ments Co.: $175 for ASHRM members: $235 for

-

You did have our broker call L. D G about coverage...didn’t you?
Didn’t you?

As experienced underyriters for major domestic and
overseas insurers for group travel, corporate travel and
aircraft coverage, our capabilities virtually exceed the

Twilight Zone.

We calmly await your challenge.

Lockwood, Dipple & Green

300 Unicorn Park Drive, Woburn, Massachusetts 01801
Phone: (617) 938-9010

non-members. Call or write Registrar,
American Hospital Assn,, Division of Edu-
cation, 840 N. Lake Shore Drive, Chicago,
I1i. 60611; 312-280-6083.

SEPT. 30-0CT 2. Techniques of Loss
Control course in Denver spnmored by
the Risk & L Y
$445 for bers; 3545 for b
Fran Jordan, Administrator-Continuing
Education Program, RIMS, 205 E. 42nd St,,
New York, N.Y. 10017; 212-286-9292.

OCT. 1. Substance Abuse in Corporate
America conference in New York, spon-
sored by The New York Business Group on
Health Inc.; $75 for members; $150 for non-
members. The New York Business Group
on Health Inc., 622 Third Ave., 34th Floor,
New York, N.Y. 10017; 212-808-0550.

OCT. 1-3. Petroleum/Chemical Fire
School in Marinette, Wis,, sponsored by
Ansul Fire Protection; $650. Sara Lam-
brecht, Ansul Fire Protection, 1 Stanton St.,
Marinette, Wis. 54143,

OCT. 1-3. Effective Training Skills: A
Three-Day “Irain the Trainer” Work-
shop in Norwood, Mass., sponsored by Fac-
tory Mutual Engineering; $485. Training
Deptartment, Factory Mutual Engineering,
1151 Boston-Providence Turnpike, P.O.
Box 8102, Norwood, Mass. 02062; 617-762-
4300.

OCT. 1-2. RMIS85—Risk Management
Information System Conference and
Show in Stamford, Conn., sponsored by the
Risk Planning Group division of Tillingh-
ast, Nelson & Warren Inc.; $495. Contact
Micki Briskin, Risk Planning Group, 722
Post Road, Darien, Conn. 06820-4798; 203-
655-8701.

OCT. 1-3. Effective Training Skills
workshop in Norwood, Mass., sponsored by
Factory Mutual Engineering Corp.; $485.
Registrar, Training Department, Factory
Mutual Engineering, 1151 Boston-Provi-
dence Turnpike, P.O. Box 9102, Norwood,
Mass. 02062,

ployee Benefits meeting in Washington,
sponsored by American Management
Assns.; $695 for members; $795 for non-
members. Also, Oct. 24 in Atlanta. Phyllis
White, American Management Assns., 135
W. 50th St., New York, N.Y. 10020; 212-903-
8234.

OCT. 24. West Coast Reglonal Conference
sponsored by the Los Angeles Chapter of the
Rigsk & Insurance Management Society in
Palm Springs, Calif; $280 for members; $270
for additional registrants from the same com-
pany; $80 for spouses. Greg Breed, Director of
the Corporate Insurance Campus Crusade for
Christ Inc., Department 76-20 Arrowhead
Springs, San Bernardino, Calif 92414; 714-886-
8711, Ext. 1438,

OCT. 2. Accident Investigation and
Analysis seminar in Houston, sponsored
by the International Safety Academy; $185.
International Safety Academy, P.O. Box _
8527, 1800 Arch St., 12 Tower, Philadelphia,
Pa. 19101; 800-231-3147, 215-241-5800 in
Pennsylvania.

OCT. 3-4. Designing an Employee Assie-
tance Program meeting in New York,
sponsored by American Management
Assns.; $475 for members; $575 for non-
members. Phyllis White, American Man-
agement Assns., 135 W. 50th St., New York,
N.Y. 10020; 212-903-8234.

OCT. 34. Quantitative Techniques for
Risk Management seminar in New York,
sponsored by The Cellege of Insurance;
$495 for sponsoring participants; $535 for all
others. Registrar, Professional Develop-
ment Programs Division, The College of In-

surance, One Insurance Plaza, 101 Murray

'St., New York, N.Y, 10007; 212-882-4111.

OCT. 3-6. The Fitneas Providers Chal-
lenge: Marketing and Managing Em-
ployee Health Programs conference in
Fort Worth, Texas, sponsored by the Assn.
for Fitness in Business; $235 for members;
$175 for student members; $320 for non-
members, includes a one-year AFB mem-
bership; $260 for student non-members, in-
cludes one year AFB membership. Susan
Hagerty, AFB, 1312 Washington Blvd,,
Stamford, Conn. 06802; 203-359-2188.

OCT. 6. Third International Risk Man-
agement Conference in Monte Carlo, Mo-
naco, sponsored by the Risk & Insurance
Management Society and the Assn. Europe-
enne des Assures de L'Industrie; $420 (4,200
franes) for risk managers; $550 (5,500
francs) for others; pre-registration for con-
ference seminars is required. Marilyn Maf-
fucci, RIMS, 205 E. 42nd St., New York,
N.Y. 10017; 212-286-9202.

OCT. 6-0. 1885 Health Care Cost Manage-
ment seminar in Lake Tahoe, Nev., spon-
sored by the International Foundation of
Employee Benefit Plans; $420 for members;
$495 for non-members. International Foun-
dation of Employee Benefit Plans, Registra-
tion Department, 18700 W. Bluemound
Road, P.O. Box 69, Brookfield, Wis. 53008-
0068; 414-786-8700,

OCT. 6-10. Washington Insight on Em-
ployee Benefits conference in Washing-
ton, sponsored by the U.S. Chamber of
Commerce; $1,175. Suzanne Lulewicz or
Deborah Murphy, U.S. Chamber of Com-
merce, 1615 H St. N'W., Washington, D.C.
20082; 202-463-5575.

OCT. 70, Risk Management Informa-
Continued on facing page
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tion Systems course in Arlington, Va., sponsored
by the Risk & Insurance Management Society's
Continuing Education Program; $545 for mem-
bers; $645 fcr non-members. Fran Jordan, Admin-
istrator-Continuing Education Program, RIME,
205 E. 42nd St., New York, N.Y. 10017; 212-286-
9282.

OCT. 7. Basic Risk Management Techniques
seminar in Washington, sponsored by the Publiz
Risk & Insurance Management Assn.; $350 for
members; $400 for non-members. Dean Phelus,
PRIMA, 1120 G St. N.W., Suite 400, Washington,
D.C. 20005; 202-626-4650.

OCT. 78. Industrial Fire School in Marinette,
Wis., sponsored by Ansul Fire Protection; $650.
Sara Lambrecht, Ansul Fire Protection, 1 Stantor.
St., Marinette, Wis. 54143.

OCT. 7-10, Highly Protected Risk Property

rvation course in Long Grove, Ill,, spon-
sored by the Kemper Group; $400; free for
Kemper HPR-insured property owners. W.P
Thomas Jr., Manager, Engineering Research &
Staff Development, HPR Department, A-1, Long
Grove, 111 60049; 312-540-3380.

OCT. T-11. Reinsurance Practice Course in Lon-
don, sponsorad by Risk Research Group Ltd; 718
pounds ($1,005). Judith Hobday, Risk Research
Group Ltd., Bridge House, 181 Queen Victoria 5t.,
Londen, England EC4V 4DI); 011-441-236-217.

OCT. 7-11. Total Loss Contrel Management

inar in Philadelphi d by the Inter-
national Safety Academy $655; $625 for three or
more registrants from the same company. Interna-
tional Safety Academy, P.O. Box 8527, 1600 Arch
St., 12 Tower, Philadelphia, Pa. 19101; 800-231-
3147; 215-241-5800 in Pennsylvania,

OCT. 12. Solving the Workers Compensation
Puzzle seminar in Santa Barbara, Calif., spon-
sored by Pre-Loss Systems Inc;; $225. Zlizabeth La
Rovere, 189 Park Circle, Goleta, Calif. 93117; 805-
968-3864.

OCT. 13-18. Soclety of Chartered Property &
Casualty Underwriters 1985 Annual Meeting
in St. Louis, sponsered by the Society of CPCU;
$225 before Sept. 14; $250 after Sept. 14. Shirl
Wood, Society of CPCU, Kahler Hall, 720 Provi-
dence Road, Malvern, Pa. 19355; 214-251-2737.

OCT. 15. Taxing Health Benefits seminar in
New York, sponsored by The New Yerk Business
Group on Health Inc.; $15 for members; $25 for
non-members. The New York Business Group on
Health, 622 Third Ave., 34th Floor, New York,
N.Y.10017; 212-808-0550.

OCT. 15. Controlling Unemployment Insur-
ance Costs Workshop in Chicago, sponsored by
the Ilinois State Chamber of Commerce; $90 for
members; $135 for non-members. Also Oct. 22 in

Springfield. Carol Jensen, ISCC, 20 N. Wacker
Drive, Chicago, I1l. 60606; 312-372-7373.

OCT. 16. “Manage Your Clalms So They Don't

OCT. 22-23. Improving Health Care Manage-
ment in the Workplace conference in Scarsdale,
N.Y., being sponsored by The New York Business
Group on Health; $345 for members; $395 for non-

Manage ¥You" seminar in Chicago, sp ed by
Intracorp; $65; $55 for three or more registrants
from one organization. Intracorp, 800 W. Roose-
velt Road, Building C, Suite 210, Glen Ellyn, 0L
60137; 312-858-8700.

OCT. 16. Health Promotion conference in Chi-
cago, sponsored by the Illinois State Chamber of
Commerce; $90 for members; $135 for non-mem-
bers. Registrar, ISCC, Center for Business Man-
agement, 20 N. Wacker Drive, Chicago, I11. 60806;
312-372-71373.

OCT. 16-18. Solvency Assessment course in Lon-
don, sponsored by Risk Research Group Ltd.;
471.50 pounds ($660). Judith Hobday, Risk Re-
search Group Ltd., Bridge House, 18] Queen Vie-
toria St., London EC4V 4DD; 01-441-236-2175.

OCT. 18-18. Successful Betirement Planning
Programs workshop in Kansas City, Kan,, spon-
sored by Retirement Advisors Inc.; $450. Also
Nov. 88 in New York. Registrar, 919 Third Ave,,
New York, N.Y.; 212-421-2400.

OCT. 17. The Role of the Emplnyee Benefit
Manager as a Ch Agent in Bos-
ton, sponsored by The New England Employse
Benefits Council; $35 for members; $55 for non-
members. The New England Employee Benefits
Council, P.O. Box 2594, Boston, Mass. 02208; 617-
423-6146.

OCT. 17-18. Finanecial Analysis for Risk Man-
agement Declslons seminar in St. Louis, spon-
sored by The College of Insurance; $750. Registrar,
The College of Insurance, 101 Murray St., New
York, N.Y. 10007; 212-962-4111, Ext. 303,

OCT. 17-18, Medical Malpractice for Attorneys,
Physiclans and Risk Managers national insti-
tute in Houston, d by the A Bar
Assn.'s Tort and Insurance Practice Section Com-
mittee on Law and Med and the A
Society of Law & Medicine; §325 for members;
$375 for non-members; $50 for law students.
American Bar Assn., National Institutes, 750 N.
Lake Shore Drive, Chicago, Ill. 60611; 312-988-
6200.

OCT. 22. Data Workshop and NSDE Briefing
in Beston, sponsored by the Health Research Insti-
tute; free. Also Nov. § in New York, Dec. 10 in
Chicago. Workshop Coordinator, Health Research
Institute, 49 Quail Court, Suite 200, Walnut Creek,
Calif. 94596; 415-676-2320.

OCT. 22. Association Captives: Answer to the
Insurance Crisis? conference in Washington,
sponsored by the Risk Planning Group division of
Tillinghast, Nelson & Warren; $300. Micki Bris-
kin, Risk Planning Group, 722 Post Road, Darien,
Conn. 06820-4798; 203-655-9791.

bers. Contact Work in America Institute Inc.,
700 White Plains Road, Scarsdale, N.Y. 10583; 914-
472-9600.

OCT. 23. Health Improvement/Prevention
Workshop in Boston, sponsored by the Health Re-
search Institute; $195. Also Nov. 8 in New York,
Dec. 11 in Chicago. Contact Workshop Coordina-
tor, Health Research Institute, 49 Quail Court,
Suite 200, Walnut Creek, Calif. 94596; 415-676-
2320.

OCT. 3. Advanced “Post-Graduate” Cost Con-
tainment workshop in Boston, sponsored by the
Health Research Institute; $195. Also Nov. 8 in
New York, Dec. 11 in Chicago. Workshop Coordi-
nator, Health Ressarch Institute, 49 Quail Court,
Suite 200, Walnut Creek, Calif. 94596; 415-676-
2320.

OCT. 23. Hospital Trustee workshop in Boston,
sponsored by the Health Research Insti $195.

OCT. 24-25. Labor/Management workshop in
Boston, sponsored by the Health Fesearch Insti-
tute; $195. Also Nov, 78 in New York, Dec. 1213
in Chicago. Workshop Coordinator, Health Re-
search Institute, 49 Quail Court, Suize 200, Walnut
Creek, Calif. 94506; 415-676-2320.

OCT. 28. Commercial General Liability pro-
gram in New Orleans, sp d by the I

tional Risk Management Institute Inc.; $235 Con-
ference Coordinator; International Risk Manage-
ment Institute Inc., 10300 N, Central Expressway,
Building I11, Suite 208, Dallas, Texas 75231; 214-
363-9656.

OCT. 28-28. PPOs & HMOs: Caveat Emptor
conference in Chicago, sponsored by Business
Week and Washington Health Letters; $650. Busi-
ness Week Executive Programs, PPOs/HMOs,
1221 Ave. of the Americas, 33rd Floor, New York,
N.¥Y. 10020; 212-512-3583.

OCT, 28-28. Conference on Political Risk in
New York, sponsored by Frost & Sullivan Inc;
3595 $345 for additionals registrant trom same or-

Also Now. 8 in New York, Dec. 11 m Chicago.
Workshop Coordi Health R h Institute,
49 Quail Coun Suite 200, Walnut Creek, Calif.
94596; 415-676-2320.

OCT. 23. Medical Directors workshop in Boston,
sponsored by the Health Research Institute; $185.
Also Nov. § in New York, Dee. 11 in Chwagu
Workshop Coordinator, Health R h 1

49 Quail Court, Suite 200, Walnut Creek Cahi
94596; 415-676-2320.

OCT. 23-25. Techniques of Finance and Ac-
counting course in Minneapolis, sponsored by the
Risk & Insurance Management Society's Continu-
ing Education Program; $445 for members; $545
for non-members. Also Nov. 44 in Montreal. Fran
Jordan, Administrator-Continuing Education
Program, RIMS, 205 E. 42nd St,, New York, N.Y.
10017; 212-286-9292.

OCT, 23-26. Worker's Compensation Issues
seminar in Louisville, Ky., sponsored by the Ken-
tucky Legislative Research Commission; $150.
Charlene Colling, Legislative Research Commis-
sion, State Capitol, Frankfort, Ky. 40601; 502-564-
8100.

1. Victor Hertz, Manager, Political Risk
Services Frost & Sullivan Inc., 1068 Fulton St.,
New York, N.Y. 10025; 212- 233—1{)&0

OCT. 28-31. Fitth Annual Construction Insur
ance conference in New Orleans, sponsored by the
International Risk Management Institute Inc.;
$583. Conference Coordi Inter 1 Risk

ment Society and the Insurance Society of Phila-
delphia; $35. Peter Raymond, Aetna Life & Casu-
alty, 1 Logan Square, Philadelphia, Pa. 19103;
215-854-7350.

OCT. 31-NOV. 1. New Approaches to Solving
the Insurance Industry Capacity Shortage con-
ference in New York, sponsored by Executive En-

“terprises Inc.; $750; $650 for each additional regis-

trant from the same organization. Executive En-
terprises Inc., Session #SAINS19/E5347, 33 W. 60th
St.. New York, N.Y, 10023-7988; 212-489-2680.

NOV. 1. Current Trends in the Legal Environ-
ment of Workers Compensation seminar in
New York, sponsored by the National Council on
Compensation Insurance; $110 for members; $145
for non-members. Michelle Lajzer, NCCI Publie
Affairs Department, One Penn Plaza, New York,
N.Y. 10119; 212-560-1026.

NOV. 4. Controlling Workers Compensation
Costs Seminar in Chicago, sponsored by the Illi-
nois State Chamber of Commerce; $90 for mem-
bers; $135 for non-members. Also Nov. 12 in
Springfield, Ill. Carol Jensen, ISCC, 20 N. Wacker
Dr., Chicago, Ill. 60606; 312-372-7373.

NOYV. 45, The 1885 London [ Confy

ence in London, sponsored by Oyez International
Business Communications Litd.; 375 pounds (§525).
Mavis Gold, Oyez International Business Commu-

Management Institute Inc., 10300 N. Central Ex-
pressway, Building 3, Suite 208, Dallas, Texas
75231; 214-363-9656.

0OCT. 28-31. National Safety Council Congress
and Exposition conference in New Orleans,
sponsored by the National Safety Coancil; $90 for
members; $125 after Sept. 27; $125 for non-mem-
bers; $175 after Sept. 27. Contact Registrar, NSC,
444 N. Michigan Ave., Chicago, [ll. 60611; 312-527-
4800.

OCT. 23-NOV. 1, Developing and Managing a
Basic Safety and Health Program course in
Long Grove, 11, sponsored by the National Loss
Control Service Corp,; $850. Tommy Thomas,
NATLSCO, Route 22 and Kemper Drive, Long
Grove, T11. 60049; 312-540-2400, 800-323-9585.

OCT. 25-30. Exceas and Relnsurance: The Myth
—The Realities conference in Stanford, Conn.,

OCT. 24. Health Care Cost Ma t—An

Organizational Approach seminar in New York,
sponsored by The New York Business Group on
Health; free. The New York Business Group on
Health, 822 Third Ave. 34th Floor, New York,
N.Y. 10017, 22-808-0550.

OCT. 24-25. Intergovernmental Pool Directors
and Trustees seminar in San Francw:o. spon-
sored by the Public Risk & 1

ed by the Risk Planning Group of Til-
lmgha,sl, Nelson & Warren Inc.; $600; $550 for ad-
ditional registrants from same company. Micki
Briskin, Risk Planning Group, Tillinghast, Nelson
& Warren Ine,, 722 Post Road, Darien, Conn.
06820-4708; 203-655-9781,

OCT. 31 Philly “1" Day conference in Philadel-

nications Ltd., Bath House (3rd Floor), 56 Holborn
Viaducet, London EC1A 2EX; 01-441-235-4080.

NOV. 44. Twelfth Annual Computer Security
Conference in Rosemont, 111, being sponsored by
the Computer Security Institute; $645 for members
until Oct. 18, $680 after Oct. 18;:$695 for non-mem-
bers until Oct. 18, §730 after Oct. 18.; $665 for addi-
tional non-members until Oct. 18, $700 after Oct. 18.
Computer Security Institute, 43 Boston Post Road,
Northborough, Mass. 01532; 617-845-5050.

NOV. 4-6. Advanced Risk Management
Techniq inar in Washington, sp ed by
the Public Risk & Insurance Management Assn.;
$350 for members; $400 for non-members, Dean
Phelus, PRIMA, 1120 G St. N.W., Suite 400, Wash-
ington, D.C. 20005; 202-826-4650.

NOV. 57, Basic Satety Management seminar in
Boston, sponsored by the International Safety
Academy; $445; $415 for three or more registrants
from the same organization. Also Dee. 24 in
Houston, International Safety Academy, P.O. Box
8527, 1600 Arch St., 12 Tower, Philadelphia, Pa.
19101; 800-231-3147, 215-241-5800 in Pennsylvania.

L]
T'he Datebook is compiled from notices sent to
i Is Notices should be sent at least

phia, sponsored by the Philadelphia Chapter of

ment Assn,; $150. PRIMA Pooling Seminar, 1120
G St. N.W., Suite 707, Washington, D.C. 20005;
?02-73?-?556.

the Society of Chartered Property & Casualty Un-
derwriters, Independent Insurance Agents & Bro-
kers Assn. of Philadelphia and Suburbs, Delaware

eight weeks in ad to Datebook, Busi In-
surance, 740 N. Rush St., Chicago, Ill, 60611. Busi-
ness Insurance reserves the right to select meet-
ings of moat interest to its readers and cannot

Valley Chapter of The Risk & I Mi

guarantee that notices will be printed.

SAN FRANCISCO REINSURANCE COMPANY ¢

WE'RE MOVING. San Francisco Reinsurance Company is moving
to a new address. We're the company noted worldwide for our
professionalism in handling treaty and facultative reinsurance.
Incidently, San Francisco Reinsurance Company is a subsid-
iary of Fireman’s Fund and associated with American Express—
leaders in insurance and financial services. Our new address is
One Market Plaza, San Francisco, CA 94105. For information you

can now contact us at P.O. Box 3144, San Francisco, CA 94119,
USA or (415) 541-4600. TELEX 466102 SFREINS HQ. Easy Link
62157980. Facsimile (415) 541-4690.

FIREMAN'S FUND
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Workers want control over benefits: Survey

By ALISON KITTRELL

Given the choice, many Ameri-
can workers would change the em-
ployer-sponsored benefits they cur-
rently receive. And, at least one-
third would be willing to give up
other benefits and perquisites in
exchange for more desirable medi-
cal and dental coverage.

Some 80% of the employees that
responded to a recent survey said
they would be willing to help their
employers take a more cost-effec-
tive approach to health care.

And, they would like more per-
sonal, interactive communication
of benefits. Now they say they get
most of their information about
their benefits from booklets and
the office grapevine.

These are among the observa-
tions gleaned from employee opin-
ion surveys conducted by benefit
consultant Johnson & Higgins for
17 clients in 1984 and 1985.

A total of 17,000 employees were
interviewed and, although many of
the questions were tailored for spe-
cific clients, several of the ques-

tions were asked with only slight
variation from client to client to
produce what J&H calls “a norma-
tive perspective.”

And, overwhelmingly this “nor-
mative perspective” revealed that
employees want more control over
their benefits, and that, in order to
achieve that sense of control, they
want to know more about their
benefits.

“The key issue underlying these
findings, particularly as they per-
tain to professionals and managers,
is eontrol,” the survey authors said.

“With rapidly occurring changes in
lifestyles and family situations, and
with an even faster-changing en-
vironment, employees want to ex-
ercise better control of the quality
of life and fiscal matters.”

For example, only about 25% of
the employees surveyed said they
would prefer their benefit program
remain as it is. More than 40% of
the employees surveyed said they
would prefer that their benefit pro-
gram not remain as it is, and about
25% were undecided.

The survey found that managers
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and professionals were most likely
to prefer a change, while clerical
and hourly workers were most
likely to want to keep things as
they were.

In addition, more than 60% of the
employees surveyed said that, if
they were offered options in their
benefit program, they would mod-
ify their current coverage. Less
than 10% said they would keep the
same coverage, even if options
were available, and about 25% were
undecided.

At least one-third of the employ-
ees surveyed said that, if they had
the option, they would improve
their medical or dental benefits at
the expense of other benefits, al-
though more than 40% said they
would prefer to keep their current
medical and dental coverage.

In terms of adding health and
dental care coverages, the most-
often requested were vision care
programs, coverage for preventive
care, like annual physicals and
wellness programs, low-cost or free
regular dental checkups and ortho-
dontia coverage.

Employees also expressed a lot of
interest in 401(k) salary reduction
plans. About 70% of the employees
said they would participate in a

| 401(k) plan that included an em-

ployer matching contribution, al-
though less than 50% said they
would participate in a 401(k) plan
without an employer match.

Interestingly, child care reim-
bursement programs were not re-
quested by many employees, even
those with working spouses and
young children.

The survey authors suggested
two possible explanations for this.
First, employees said many child
care providers prefer to be paid in
cash; therefore, parents are reluc-
tant to declare these arrangements
on their income tax and jeopardize
what they consider to be quality
child care. Also, the fact that the
Internal Revenue Service already
allows tax credits for child care ex-
penses makes employer-sponsored
child care benefits less important to
parents.

The benefits that employees
would be willing to give up in ex-
change for greater benefits in other
areas include voluntary accident
coverage and company-sponsored
events.

In addition to cutting some bene-
fits to enhance others, employees
would be willing to pay more for
certain coverages, although more
employees would be willing to pay
more for specific benefits rather
than across the board.

Some 25% said they would trade
a portion of their salary for addi-
tional benefits across the board;
more than half said they would not
make this trade-off, and about 20%
were undecided.

Managers and professional em-
ployees, interested in reducing
their taxable income, were most
likely to be willing to reduce their
salaries for better benefits.

However, about half of all em-
ployees said they would be in-
terested in voluntarily paying more
through payroll deduction to in-
crease specific benefits. About 30%
said they would not be interested in
paying more, even on a voluntary

s.

About 30% said they would con-
tribute an additional $10 or more a
month, more than 20% said they
would contribute from $5 to $10 a
month, and about 40% said they
would be willing to pay less than $5
a month, including those who did
not want to pay any more.

The survey also showed that em-
ployees are aware of the rising costs
of health care. And, 80% said they
would be willing to take action to
save money for their employers,
and for themselves.

Continued on next page
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Continued from preceding page
The actions they are willing to take
included checking medical bills for
mistakes. asking doctors to pre-
scribe generic drugs, having tests
performed on a preadmission basis,
having surgery performed on an
outpatient basis, requesting releases
from the hospital immediately and
asking the doctor what a treatment
plan will cost before treatment
starts.

In addition, on the average, about
40% of the employees said they
would consider participating in a
health maintenance organization or
a preferred provider organization
if either option were available to
them.

Of those who wouldn't consider
an HMO or PPO, most were reluc-
tant to give up their existing physi-
cian/patient relationship.

And, there was a high level of in-
terest in company-sponsored pre-
ventive care programs, especially
blood pressure screening, physical
fitness programs and stress-control
programs. There was less interest
in programs to promote good nutri-
tion and in education programs for
alcohol and drug abuse.

Finally, about half the employees
surveyed said they currently get
most of their benefits information
from booklets.

In addition, about 25% view their
supervisors and the office grape-
vine as a useful source of informa-
tion. But, only 4% of the employees
said they preferred the employee
grapevine as a source of informa-
tion about benefits.

Rather, & majority of the employ-
ees surveyed said they would pre-
fer to get their benefit information
through written material that was
easier to read and understand, and
through more personal, face-to-
face benefit communications.

And, hourly and clerical workers
are more likely to feel the need for
more personal communication.

The survey authors suggest that
hourly and clerical workers are the
most in need of better comunica-
tion about their benefits, and that
better communication might lead
them to be more accepting of
change.

“We believe fear of the unknown
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leads them 1o be cautious about
benefit flexibility. Unfortunately,
most hourly and clerical employees
hardly understand their current
benefits, let aione the idea of choos-
ing one over the other. That's why
they want to maintain existing cov-
erages,” the authors say.

“Obviously, then, effectively
communicating to hourly and cleri-
cal employees to gain their accep-
tance of flexibility of benefits
should be a crucial priority for em-
ployers. Indeed, communicating
well about current benefits to all
employees skould be a priority,”
the authors say.

“It is clear that incremental in-
vestments in benefit commmunica-
tions would result in exponential
improvements in benefit satisfac-
tion.”

@
Questions about the survey should
be directed to Steve Goldfarb, Man-
ager-Survey Programs, Johnson &
Higgins, 95 Wall St., New York,
N.Y. 10005; 212-701-8185.
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Citicorp vp rebuts arguments
against banks in insurance

By MICHAEL BRADFORD

VANCOUVER, British Columbia
—Insurers’ arguments that banks
would have an unfair competitive
edge if they were allowed to write
and sell insurance are weak, says
an official of the
nation’s largest
bank holding
company.

Also, insurers’
concerns that a
bank could eas-
ily coerce loan
customers into
buying insur-
ance from the
bank probably
are rooted in
“self-guilt,” says Dennis Toivonen,
a vp at Citicorp in New York.

“The traditional insurance indus-
try is normally a supporter of open
competition and the free enterprise
system,” Mr. Toivonen said at the
annual meeting of the American
Risk & Insurance Assn. last month.

“But a review of the insurance
industry’s history reveals that sig-
nificant segments of the industry
have not supported those ideals in
the face of competitive pressures.”

Mr. Toivonen told his audience,
made up largely of insurance and

Mr. Toivonen
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finance scholars and professors,
that it would appear “unseemly”
and ineffective for a “traditional,
established industry to openly dis-
avow competition for themselves
while advocating it for all others.”

Instead, a common public rela-
tions tactic used by insurers has
been to “imply a lack of self-inter-
est” about the effect of banks’ in-
surance activities on individual
companies, while pointing with
alarm to potential dangers to con-
sumers and the whole industry.

“Thus, the insurance industry,
when faced with new competitive
threats, has voiced concern about
dangers to others without ap-
parently any interest in seeing so-
lutions that would enhance compe-
tition while avoiding those dan-
gers;"” Mr. Toivonen remarked.

Citicorp had a major setback last
month in its efforts to engage in in-
surance when the Federal Reserve
Board denied its request to acquire
a South Dakota-chartered bank.

Citicorp announced plans to ac-
quire American State Bank of
Rapid City, S.D., in 1983 to take ad-
vantage of a state law allowing
state-chartered banks to sell and
underwrite insurance.

However, the Fed said the acqui-
sition “was simply a device” to
evade the Federal Bank Holding
Company Act, which generally
prohibits banks from selling and
underwriting insurance (BI, Aug.
5).

Although insurers repeatedly
have charged banks could easily
coerce their customers into buying
bank-sold insurance policies when
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applying for loans, Mr. Toivonen
cited a 1983 study by Coopers &
Lybrand that showed little likeli-
hood that banks would do so.

While Mr. Toivonen admits

many bank customers would pur-
chase insurance from lenders as a
matter of convenience, he also as-
serts that coercion won't be neces-
sary.
“Responsible insurance industry
spokesmen admit that reports of
coercion and tie-in activities of
banks have not been substan-
tiated,” he added.

He cited statistics that show
state-chartered banks, relying on
state laws or other exemptions,
have sold some forms of insurance
since 1865 and national banks have
sold insurance since 1960. And, he
says, the insurance industry has not
been able to prove any coercion on
their parts.

“The total number of commercial
banks selling general insurance is
approximately 2,000,” he said, add-
ing bank holding companies own
more than 600 insurance agencies.

“The only evidence that (insur-
ance) industry spokesmen have
been able to offer involves implicit
coercion. There is a portion of bank
customers who feel that their loan
application may receive more fa-
vorable consideration if they buy
insurance from the lender.

“One has to seriously question
the sincerity of the insurance in-
dustry’s newfound concern and op-
position to potential bank coer-
cion,” he said.

The property/casualty insurance
industry is “no stranger to coercion
in tie-in activities,” Mr. Toivonen
charged. For example, he said in-
surers often will issue workers
compensation coverage only if the
buyer also purchases other insur-
ance from the company.

“Maybe the paranoid attitude ex-
hibited by the insurance indus-
try...can partially be traced to
deep-seated insurance industry
self-guilt,” he said.

In an effort to counter insurance
agents’ associations’ “enormous po-
litical clout,” banks are proposing
two safeguards to quell charges of
coercion and unfair competition.

“One is various forms of disclo-
sure clearly informing the cus-
tomer that his loan is not condi-
tioned on the purchase of insur-
ance,” he said.

Second, banks are proposing cus-
tomers get “a 30-day free look in
which to cancel a policy.”

He admitted that so far, these
proposals have not been enough to
sway legislators to allow major
bank involvement in the insurance
industry.

“Today I propose that banks try a
new approach and go an extra
mile,” he said.

He said banks should have to
meet the following added condi-
tions in order to sell insurance:

@ Sales of insurance must be
transacted by a separate bank
agency.

® Bank lending officers could
not act as an insurance agent or be
an employee of the agency.

® The bank’s agency would
have to be physically separate from
the lending area.

Mr. Toivonen warned his audi-
ence to be skeptical of insurance in-
dustry arguments that bank sales of
insurance could “result in the ex-
clusion of new competition.”

Mr. Toivonen also said argu-
ments in defense of the consumer,
smaller or weaker insurance enti-
ties and the industry as a whole are
particularly suspect, “generally be-
cause these arguments are laden
with political and emotional over-
tones and lack strong intellectual
foundation.” .

New president of ARIA
proposes name change

VANCOUVER, British Columbia—The new president of the
American Risk & Insurance Assn. is proposing a name change for
the organization he now heads.

Robert C. Witt, a professor in the department of finance at the
University of Texas, said in his acceptance speech at the ARIA's
annual meeting last month that he believes the organization should
be renamed the American Risk & Insurance Economies Assn.

Mr. Witt also suggested the word “economics” be added to the end
of the title of the association's quarterly publication, currently
known as the Journal of Risk and Insurance.

The magazine presents articles by insurance and finance scholars
that report on research and theoretical concepts of risk and insur-
ance.

Renaming the association and publication, said
Mr. Witt, is “a minor change which merely re-
flects the fact that we basically deal with the eco-
nomical and financial aspects of insurance mar-
kets and contracts rather than just institutional
aspects of insurance.

“In essence, we deal with insurance economics
rather than insurance per se,” Mr. Witt said. “This
change is broad enough to recognize all important
aspects of our profession, including financial
planning, legal and financial aspects of insurance contracts, risk
management, employee benefits and economic aspects of all types of
insurance and reinsurance contracts.”

The association’s board of directors has agreed to discuss the name
changes at its meeting in February.

The association changed its name once before. The organization
was founded in 1932 as the American Assn. of University Teachers
of Insurance.

The ARIA meeting, held Aug. 18-21 in Vancouver, drew some 200
registrants, many of whom were insurance and finance instructors
and students.

Several new officers and board members were elected at the
meeting.

Michael Murray of the University of Iowa was elected vp of the
ARIA for the 1985-86 term.

Sandra G. Gustavson of the University of Georgia became an aca-
demic board member, while Emilio Venezian of Venezian Associates
in Essex Fells, N.J. was elected as general board member.

For more information about the organization, contact the Ameri-
can Risk & Insurance Assn., Brooks Hall, University of Georgia,
Athens, Ga. 30602; 404-542-4290.
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Carbide, four others
to terminate plans

Five companies, including Union
Carbide Corp., are terminating
overfunded defined benefit pen-
sion plans to recoup a total of about
$715 million.

Danbury, Conn.-based Union
Carbide will undertake a spin-
off/termination of its $2.8 billion
defined benefit plan for salaried
and hourly workers to recapture
half, or about $500 million, of the
surplus assets.

Under a spinoff/termination, an
employer splits a benefit plan into
two plans—one for retirees and one
for active employees, Excess assets
are put in the retiree plan, which
the company then terminates. The
company buys annuities to pay
benefits to the retirees.

The remaining $500 million of
surplus will be left in the existing
plan for active employees, accord-
ing to a source at the ‘company.

The other companies terminating
pension plans to recoup excess
assets include:

® Stauffer Chemical Co. of
Westport, Conn., which will recoup
$112 million from terminating two
plans with assets of $231.9 million,
according to documents filed with
the Pension Benefit Guaranty
Corp.

The reversion will help pay off
debt associated with Chesebrough-
Pond Inc.’s $1.25 billion purchase of
Stauffer in March.

The overfunding of Stauffer's
plans helped make it attractive as
an acquisition for Chesebrough-
Pond, company officials said.

Chesebrough-Pond will purchase
annuities to cover benefits for re-
tirees at Stauffer and will contrib-
ute about $1.3 million to successor
plans.

® Central Soya Co. of Fort
Wayne, Ind., which is terminating
four pension plans with assets of
about $100 million, to recapture an
estimated $41.6 million. The move
is part of an effort to help finance a
leveraged buyout of the company.

® Bluefield Supply Co. of Blue- |

field, W.Va,, which plans to termi-
nate its $27 million non-union em-
ployee defined benefit plan to use
an estimated reversion of $13 mil-
lion “as working capital and for
other corporate purposes,” said Ex-
ecutive Vp Jim E. Gillenwater,

The main reason Bluefield Sup-
ply is terminating “is the overfund-
ing,” he said. “We're terminating
due to the losses we've had for the
past three years. We've had losses
in just about all areas of the com-
pany—about the only profitable
area has been our hospital supply
group-’l

Bluefield plans to replace the ter-
minated plan with a profit-sharing
plan containing a 401(k) salary re-
duction feature, Mr. Gillenwater
said, adding the company will con-
tribute $200,000 to the new profit-
sharing plan in 1985 and a mini-
mum of $400,000 in 1986.

Initially, participants will not
have a choice of investments; in-
stead, the entire fund likely will be
invested in a mix of stocks and
fixed-income securities, he said.

® Fairchild Industries of Chan- |

tilly, Va., which plans to terminate
three plans with combined assets of
$187 million, to recapture about $48
million for use in existing busi-
nesses beset with losses.

If the terminations are approved,
the roughly $45 million reversion
“will be redeployed into Fairchild’s
existing businesses,” said Treasurer
William Buckland.

According to documents filed
with the PBGC, the three Fairchild
plans to be terminated are the $88
million Pension Plan for Salaried
Employees, with a reversion of
about $35 million; the $18 million
Fairchild Republic Co. Retirement
Plan for Non-Exempt Employees,

with a reversion of about $6 mil-

lion; and the $81 million Fairchild

Republic Co. Retirement Plan for
Bargaining Unit Employees, with a
reversion of about $7 million.

The three will be termina-
tion/re-establishments, he said. In
such cases, the old plan is termin-
ated, annuities are purchased for
outstanding liabilities and a new
plan, which mirrors the old, is es-
tablished in its place.

“Employees will get the same
benefits before and after termina-

tion including any past service

credit,” he said. “The only differ-
ence is that those who were par-
tially vested will be vested early, as
required with this kind of termina-
tion.” .

—Crain News Service

And Found.

The Business Insurance Editorial Index heips you find the
facts you need quickiy!

* Lists all Business Insurance news and feature articles.

* Conveniently organized by subject, persons quoted
and companies mentioned.

* 1985 Editorial Index service includes three quarterly
reports and a cumulative annual edition; 1981
thru 1984 indexes available in
hardbound annual editions.

* You'll never again spend valuable time wading through
a pile of back copies to find what you're after!

* Only $150 per year.

Find your way to the facts!
Send in the coupon now!

business insurance

New York: 220 East 42nd St.. NY 10017 (212) 210-0137

|
|
|
1
|
[
|
|
L
|
|
i
|
|
|
t
(]

Business Insurance Editorial Index.
220 East 42nd Street, New York, NY 10017

Please send me the following Index(es);
Annual Index Only:

— 1981 __1982 1983 1984
| —— 1985 Full Index Service
| @ $150 each year, plus foreign postage.
| PAYMENT MUST ACCOMPANY ORDER
— Visa __ Mastercard —__ Check Enclosed

Account #

Exp, Date.

Signature

Name Title

Company
Address
City State Zip

Phone

Having Metropolitan Life administer

ur 401(k) will eliminate virtually all the
g(a)ssle and drudgery of recordkeeping and
administration for you.

Met Life will maintain all participant
records, even connect your office to ours by
computer for instantaneous access to all
pertinent data. Met Life gives you all the
expertise of one of America’s leading retire-

ment fund managers, plus the reassurance
of having your own pension representative,
somebody who gets to know you and your
priorities.

For more information, contact Lewis
DeRisi, Vice-President, Pensions Depart-
ment, Metropolitan Life Insurance Company,
One Madison Avenue, New York, New York
10010. Telephone: 212-578-5733.

GET MET. IT PAYS.

Life
AND AFFILIATED COMPANIES

© 1985 Metropolitan Life insurance Company, NY, NY.




52 / business insurance, September 9, 1985

Monitor claims handling program: Consultant

By CAROL CAIN

SUN VALLEY, Idaho—Employ-
ers that self-insure their workers
compensation risks must monitor
their claims administration pro-
gram and develop a plan to prevent
claims handling mistakes, a consul-
tant says.

“Claims administration is the
most important aspect of any self-
insured program,” said Charles L.
Axtell, senior consultant with the
Los Angeles office of Claims Man-
agement Services, a technical ser-

vice division of New York-based
Marsh & McLennan Inc.

Keeping tabs on the way workers
compensation
claims are han-
dled is necessary,
whether the pro-
gram is managed
in-house or con-
tracted to an out-

18-20 in Sun Valley.

The NCSI program was held in
conjunction with the annual con-
vention of the In-
i ternational Assn.
@ of Industrial Ac-
| cident Boards &
Commissions (see
I stories beginning

on page 3).

NATIONAL
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Self-insurers

administrator,
said Mr. Axtell, who spoke at the
midyear program of the National

can troubleshoot
claims administration problems
and assess trends by studying fluc-

Council of Self-Insurers held Aug. tuations in reserve levels and claim

payments, as well as other claims
data provided in computerized loss
runs, he suggested.

Also, the risk manager or TPA
should pay attention to claims fre-
quency, rather than severity, Mr.
Axtell suggested. If the number of
claims increases during high-pro-
duction periods, the employer may
want to re-examine the company’s
safety program, he said.

Special reports also may be use-
ful to the workers compensation
supervisor or risk manager in as-
sessing claims trends, Mr. Axtell
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Honesty Insurance.
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said.

But, he recommended that the
employer and claims administrator
both be clear on the purpose of the
report before it is ordered.

The report’s content and format,
as well as its frequency, should be
stipulated ahead of time, Mr. Axtell
added.

“By using these keys, you can
make an arrangement to have the
data provided on a timely basis.
These types of special reports are
usually not within the initial con-

Continued on next page

Asbestos claims
facility may open
later this month

SUN VALLEY, Idaho—The as-
bestos claims facility recently
created by the Wellington agree-
ment may begin handling claims as
early as this month.

“The interim funding and bank-
ing relationships have been set up,
so that claims can be handled. . .by
mid-September,” said Daniel M.
Phillips, director of litigation for
Owens-Corning Fiberglas Corp. in
Toledo, Ohio, during a panel dis-
cussion sponsored by the National
Council of Self-Insurers last month
in Sun Valley.

The Wellington agreement,
signed by some 34 asbestos pro-
ducers and 16 insurers, provides
the conditions for asbestos pro-
ducers and their insurers to settle
their coverage disputes. The as-
bestos claims-handling facility
created by the agreement was
designed to dispose of asbestos
bodily injury claims out of court.

An interim committee of nine in-
surers and nine producers has been
created to begin reviewing claims,
Mr. Phillips said, noting that a
group of attorneys from about 56
jurisdictions eventually will work
with it.

Staffing should be completed by
Jan. 1, as well as the procurement
of the facility’s sites in Princeton,
N.J., and San Francisco, he said.

When claims come into the facil-
ity the board will first “determine
whether the (injured worker) has
been exposed to a product of any
member of the facility, and in the
event he has been exposed, we'll
take a look at the medical (records)
and evaluate the case,” said Mr.
Phillips.

“The facility will do what we
(producers and insurers) all do
right now, but on a cooperative
basis,” he explained.

If the settlement offer made by
the facility to the injured worker is
not acceptable, the facility will ei-
ther litigate the case or bring it to
binding or non-binding arbitration.

“It is the intent of the facility to
evaluate, settle, pay and defend all
the asbestos claims for members of
the agreement. There will be no
piecemeal settlements,” Mr. Phil-
lips said.

The facility itself currently is in
a bare-bones state, said Mr. Phil-
lips, who was elected to the 12-
member board of the asbestos
claims-handling facility last month
(BI, Aug. 19).

“What we're doing is setting up a
total claims corporation,” he said,
pointing to all the statutory and fi-
nancial requirements that must be
completed in setting up a corpora-
tion.

Also speaking on the panel was
Edward T. Harris, vp of Continen-
tal Insurance Cos. in Piscataway,
N.J., who also is a member of the
facility’s board of directors; and
Edward A. Dauer, dean and profes-
sor of law at the University of Den-
ver, who also participated in the
Wellington agreement. 5
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Continued from previous page
tract and normally will have addi-
tional costs,” he said.

Self-insurers with third-party
administrators can monitor claims
handling through various methods,
Mr. Axtell said.

And, conducting a claims review
can indicate how well a claims op-
eration is working, he said.

First, the manager that will eval-
uate claims should determine what
information is being sought from
the review.

Second, self-insurers should
specify which claims will be re-
viewed and “allocate your time to
participate in the review,” he
noted.

The review “should be a partner-
ship and a team effort” between
the employer and the TPA, he said.
“But you should be prepared to
make decisions on the administra-
tor’s questions,” Mr. Axtell said.

He also advised self-insurers tc
take notes during the review,
whether it is conducted with an in-
house claims administrator or a
TPA “so that at the next claims re-
view you can check to see if what
the administrator said will happen,
did.”

By meeting in person with out-
side administrators during a claims
review, a self-insurer also has the
opportunity to visually assess the
claims operation.

Mr. Axtell said the self-insurer
will be able to see the condition of
the claims file—whether papers are
shoved into an envelope or
organized for quick reference.

“If the administrator always
comes to your office, you never get
to see the claims file. Things can be
found out by going there,” Mr. Ax-
tell said.

And, by being prepared and tak-
ing an active role in the claims op-
eration, self-insurers can prevent
such things as complaint calls, less-

‘if you have to use the lowest bidder, then so be
it. But if not, then you have to remember
everything we've talked about. . . .You get what
you pay for,” Mr. Axtell says about choosing a
third-party claims administrator.

than-favorable state audits, unex-
pected future reserve levels on the
annual report, consistently late re-
ceipts of reports and slow responses
on case inquiries, he said.

While seli-insurers with outside
administrators often leave claims
settlement matters to the TPA,
they may do better to retain full
authority in this area, he said.

“It's your money,” Mr. Axtell
said, adding that outside claims ad-
ministrators may not be aware of
the total corporate philosophy.

After some trust is built up in the
administrator, Mr. Axtell said the
employer may want to pass on
some “low-level” authority in
claims settlement.

Finally, Mr. Axtell had several
suggestions for self-insurers that
may consider hiring an outside
firm to handle their claims opera-
tion. Points to be considered in-
clude:

@ The claims organization’s phi-
losophy and principles. Mr. Axtell
suggests asking: “Are the people
claims people or business people?”

@ Clients’ assessment of the
firm's reputztion. “Get a current
client list anc call everyone on it,”
he recommends.

® The disclosure of staffing
commitments. Among the em-
ployer’s questions should be: “Who
will the third-party administrators
put on my account? What zre their
backgrounds, experience?”

® Credentials of staff. “If they're
going to use trainess, ask who will

supervise them,” Mr. Axtell said.

® Experience with the em-
ployer’s particular industry. “This
is not necessarily a more important
part of your decision, but you will
have to consider it,” he said.

® The firm’s business practices
and stability. “Be cagey when talk-
ing to the third-party administra-
tor. Ask questions two or three dif-
ferent ways. Find out how long
they've been in business.

‘“This is a judgment call. Maybe a
younger firm will be more hungry
and will do a better job,” he said.

& Compatible attitude toward
the company claims philosophy. “If
you don’t have a claim philosophy,

_ get one,” he said.

@ Willingness to provide special-
need items. “Will they provide spe-
zial reports, give phone call reac-
tions?"

_ @ Acceptable fee structure. “If
you have to use the lowest bidder,
then so be it. But if not, then you
have to remember everything
we've talked about. . .You get what
vou pay for,” Mr. Axtell said. .
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Report notes pros, cons of tax proposals

By JERRY GEISEL

WASHINGTON—As Congress
prepares to tackle tax legislation
this month, a key congressional
committee is laying out a blueprint
to guide legislators through the em-
ployee benefit provisions in the tax
package.

The 134-page report by the in-
fluential Joint Committee on Taxa-
tion does not make recommenda-
tions on what tax legislation should
be enacted, but rather lays out the
pros and cons of proposals already
on the table.

However, the arguments it cites
in favor of the Reagan administra-
tion proposals provide additional
ammunition for supporters of the
Reagan tax package, which if en-
acted could force employers to
make drastic changes in their em-
ployee benefit programs.

The report, which focuses on
pension and retirement savings
plans, will be used by congressmen
in evaluating the tax proposals on
which they will be asked to vote.

“This is a resource for the Con-
gress and the staffs as they are
looking at these (pension) issues,”
said Frank McArdle, director of
education and communications at
the Employee Benefit Research In-
stitute, a Washington-based bene-
fits think-tank.

“The report provides an insight
into how Congress will approach
these issues,” Mr. McArdle ex-
plained.

If history is a guide, the Joint
Committee's analyses will carry
great weight with the House Ways
and Means Committee and the
Senate Finance Committee, which
have jurisdiction on tax legislation.

For example, last year, the Joint
Committee was the first to suggest
that Voluntary Employee Benefi-
ciary Assns., also known as
501(c)(9) trusts, were being abused
by some small professional cor-
porations that were deliberately
overfunding the trusts to shield
assets from federal taxes (BI,
March 5, 1984),

The recommendations made by
the Joint Committee to curb such
abuses became the basis for restric-
tions Congress later imposed—as
part of the Deficit Reduction Act of
1984—on maximum reserves that
can be held by VEBAs (BI, July 2,
1984).

Included in the current report of
the Joint Committee are analyses
of the following retirement savings
issues:

Non-discrimination tests

In its report, the Joint Committee
lays down the arguments for and
against the Reagan administration’s
recommendation to impose a rigid,
mechanical test on benefit plans to
ensure that a company's pension
plan does not discriminate against
lower-paid employees. The non-
discrimination test also applies to
health care plans, but the impact on
those plans is not discussed in the
committee’s report.

Under this uniform non-discrim-
ination test, the percentage of
highly compensated employees—
the prohibited group—covered by a
plan would be computed. That per-
centage would be compared with
the percentage of other non-union
employees covered by the plan.

In order for a plan to obtain fa-
vorable tax qualification, the per-
centage of prohibited group em-
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ployees could not exceed 125% of
the percentage of other employees
covered by the plan.

For example, if 95% of a com-
pany’s prohibited group employees
were covered under a corporate
pension plan, then at least 76% of
its non-union employees would
have to be covered under the plan.

If a pension plan flunked this
125% test, it would lose its tax-fa-
vored status and participants would
be taxed on the value of their bene-
fits.

Companies with different units
and separate pension plans for each
unit would be most likely to fail the
125% test. For example, a company
would flunk the test if its highly-
paid employees were concentrated
in one unit and thus covered under
that unit’s pension plan.

That could happen easily since a
major corporation may have many
different units—each with its own
pension plan—with widely differ-
ent levels of employee compensa-
tion.

To prevent employees from
being taxed on the value of their
benefits, a company would have to
offer a uniform benefit plan to all
employees in different corporate
units.

Designing such a plan could be a
no-win proposition for a corpora-
tion. If benefits for the lower-paid
were upgraded to match the highly
compensated, a company's benefit
costs would soar.

On the other hand, if a company
set up a uniform plan that cut down
benefits for prohibited group em-
ployees to match benefits for the
lower-paid, the company might
lose its top employees to other cor-
porations that could continue to
offer rich benefits.

The Joint Committee questions
whether it is appropriate to allow
an employer to tailor different
compensation packages for em-
ployees working in different corpo-
rate units.

Opponents of this “flexibility” in
corporate benefit design say it en-
courages companies to provide in-
adequate benefits for employees in
certain industries, according to the
report.

A tax policy goal of providing fa-
vorable tax treatment to only those
plans that provide equitable bene-
fits to lower-paid employees should
preclude companies from offering
smaller benefits to certain employ-
ees just because they work in a cer-
tain industry or geographic locale,
the report says.

In addition, the report notes that
some employers acquiring subsi-
diaries require the newly acquired
entities to adopt the employer’s
benefit plan within a certain period
of time.

“This, they argue, undermines
the argument that business reasons,
rather than corporate custom, un-
derline the decisions by other em-
ployers not to have a uniform plan
throughout their controlled group,”
the report says.

On the other hand, the Joint
Committee report notes that re-
quiring companies to offer compa-
rable benefit to employees in dif-
ferent corporate units could reduce
a company's ability to compete in
the marketplace and distort corpo-
rate business decisions.

“Such an employer may have
separate plans for each line of
business. . . .Each plan of such an
employer may be designed to pro-
vide a level of benefits considered
appropriate for that line of business
or geographic locale. Often the
plans compare with plans of other
employers who compete for the
same workforce,” the report says.

But enforcement of the 125% test
could force companies with differ-
ent business lines to offer a uni-
form benefit package.

“The employer could be required

to provide comparable benefits to
employees in different geographic
areas or different lines of business,
whether or not those benefits were
economically necessary from a
business point of view or whether
those benefit levels were custom-
ary or appropriate for that indus-
try,” the report said.

The test also could interfere with
corporate mergers and acquisitions,
the report says. For example, a
company might be reluctant to ac-
quire another firm in a different
industry that has its own pension
plan and a high percentage of
lower-paid employees for fear of
flunking the 125% test.

In-service withdrawals

Under the Reagan administra-
tion tax package, in-service with-
drawals of employee contributions
to retirement savings plans would
be banned.

Many employers now allow, for
example, employees to withdraw
funds from their 401(k) accounts to
make a downpayment on a pri-
mary residence, pay for a child's
college expenses or cover unin-
sured medical bills.

In addition, the administration
proposal would impose special
taxes on pre-retirement distribu-
tions (generally before age 59%),
such as when an employee leaves a
company and collects accrued ben-
efits.

The tax would be 10% if the dis-
tribution were used for the pur-
chase of a first principal residence,
a dependent’s college expenses or
replacement of unemployment
benefits.

The tax could be avoided if the
distribution were rolled over into

an IRA and not withdrawn until an
individual reached age 59%.

Opponents of these restrictions
and penalties on pre-retirement
withdrawals and distributions
argue that lower and moderate-
paid employees won'’t participate in
benefit plans unless they have easy
access to the benefits.

“They believe that low- and
moderate-income people cannot af-
ford to commit savings to an ar-
rangement under which withdraw-
als cannot be made for an extended
period,” the report says.

As a result, the level of savings
would be reduced, according to the
report.

On the other hand, some say re-
strictions are needed to assure that
pension and savings plan assets re-
main a source of long-term capital
for the economy.

In addition, without restrictions,
people will treat retirement plans
as ordinary savings accounts with
favorable tax treatment features.

“It is inappropriate to require
taxpayers who are unable to accu-
mulate significant savings to subsi-
dize the general purpose savings of
those who are more fortunate,” the
joint committee report says, citing
the arguments of those favoring re-
strictions.

Vesting

While the Reagan administration
does not propose new vesting rules
for corporate pension plans, the
Joint Committee report says there
are arguments to require employers
to offer more-rapid vesting sched-
ules. Currently, most major defined
benefit plans require an employee
to work 10 years before
Continued on next page
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Continued from previous page
he or she is first and fully vested.

Proponents of faster vesting say
current schedules do not help em-
ployees who frequently change jobs
and don't stay with one company
long enough to vest.

Women and minorities are espe-
cially disadvantaged by the current
rules because they tend to be more
mobile and stay with an employer a
shorter period of time.

In addition, the lower-paid are
more mobile and more likely to ter-
minate before vesting.

Accordingly, “More-rapid vest-
ing would enhance the retirement
income security of low-and middle-
income employees,” the report
says, citing the proponents’ argu-
ments.

But the report also notes that
critics say rapid vesting defeats the
fundamental purpose of pension
plans: providing benefits to long-
term employees.

“They argue that deferred vest-
ing is appropriate to preclude the
provision of benefits to these tran-
sient employees, thereby allowing
them to provide better or larger
benefits for the more stable,
longer-term workforce,” the report
said.

On the other hand, some say that
pension plans are designed to en-
hance retirement income for all
employees, not just for long-term
employees, the report says.

Limit on benefits

Under law, a defined benefit
plan can provide a maximum bene-
fit of $90.000 a year to a participant,
while the maximum annual contri-
bution to a defined contribution
plan cannot exceed $30,000 per par-
ticipant. The administration has
not recommended any changes to
these limits.

But the Joint Committee says
some argue that the current limits
are “unnecessarily generous, per-
mitting tax-favored retirement
savings far in excess of that needed
to provide an adequate retirement
income.”

But others, the Joint Committee
report says, argue that the limits
are needed to encourage employers
to offer pension plans.

“If an employer cannot provide
adequate benefits for highly com-
pensated employees, there is less
incentive to provide benefits for
any employees,” according to the
report.

In addition, some say cost-of-liv-
ing adjustments to these maximum
limits are not needed because the
benefits already are generous, the
report notes.

On the other hand, those favor-
ing cost-of-living adjustments say
they are necessary to prevent an
erosion of benefits for a growing
number of participants.

“Without such adjustments, they
suggest that as the general level of
salaries increase over time, the por-
tion of the workforce affected by
these limits would increase from a
small minority to the majority of
plan participants,” the report com-
ments.

Under a provision in the 1984 tax
law, maximum benefits and contri-
butions cannot be increased until
next January.

In addition, the Joint Committee
report included a lengthy and in-
depth examination of pros and cons
of suggested changes to the tax
treatment of 401(k) salary reduc-
tion plans.

The committee’s report was
based on an earlier recommenda-
tion by the Reagan administration
that would allow the plans to exist
but would place severe restrictions
on contributions to and withdraw-
als from the plans.

However, the administration
since has changed its position on
the plans, which are the fastest-
growing employer-sponsored bene-
fit. The administration’s current
tax proposal calls for elimination of
the savings plans (see story, page
1). =

Rate of increase in South Florida hospital costs slowing: Study

MIAMI—AIlthough the average cost per hospitalization in South Florida
increased 7.4% from 1983 to 1984, that was the smallest annual increase
since 1981, according to a report of the South Florida Health Action Coali-
tion.

The coalition’s report was based on data from 68 hospitals in Dade,
Broward and Palm Beach counties. According to the data, the average
charge per hospital admission in 1984 in the three-county area was $3,946.
The average was $4,073 in Dade County, $3,526 in Broward County and
$2,575 in Palm Beach County.

The 7.4% increase from 1983 to 1984 represented a stabilization of hospi-
talization costs in the area, the coalition says. The cumulative increase in
average charge per hospital admission rose a total of 79.2% from 1981
through 1984.

This trend toward stabilization of prices also was evident in the 2.4%
decline in the average length of hospital stay in 1984 over 1983. In 1984, the
average length of stay was 6.13 days.

“This slowdown in the increase of health care costs has come about as a

result of changes in the state’s Medicare payment system. A cap also has
been placed by the state on hospital revenue increase. And, finally, we are
beginning to see the effect of employers’ cost-containment efforts,” said
John C. Erb, executive director of the coalition.

One such employer cost-containment effort noted by the coalition is the
increased use of out patient testing and surgery.

In addition, the coalition credits the increased use of alternative health
care delivery systems, like preferred provider organizations. The Dade
County and the Broward County school boards recently implemented
PPOs for their employees. In the first year PPOs were offered, the Dade
County system reported savings of $2.8 million in health care costs, and the
Broward County system reported savings of $2.3 million.

The coalition represents more than 38 major South Florida employers
covering more than 300.000 employees and dependents. Copies of the re-
port, “1984 Report on Community Wide Hospital Data Claims Paid,” are
available on request from the South Florida Health Action Coalition Inc.,
Suite 330, 7925 N.W. 12th St., Miami, Fla. 33126; 305-592-4936. ]
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Contest judges

Continued from page 3

cago. The deadline for returning
completed nominating statements
is Dec. 6.

The candidates will be judged
only on the information provided
in the nominating statement, which
requires a description of how the
candidate meets 10 specific criteria
for an outstanding risk manager
(see box).

The winners of the 1986 competi-
tion will be announced in the April
14, 1986, issue of Business Insur-
ance, which coincides with the an-
nual Risk & Insurance Manage-
ment Society conference.

Ten distinguished leaders in the
commercial insurance and risk
management professions will judge
the nominations for the 1986 Busi-
ness Insurance Risk Manager of the
Year and Risk Management Honor
Roll award.

The judges, who recently ac-
cepted invitations to serve on the

panel, include two insurance com-
pany presidents, two insurance
brokerage presidents, a risk man-
agement consultant, an academi-
cian and four risk managers.

The judges are:

e John H. Bretherick Jr., presi-
dent of the Continental Corp. in
New York. Mr. Bretherick, who is
new to the panel, represents the
viewpoint of a president of a stock
insurance company.

® Warren G. Brockmeier, vp
with The Wyatt Co.'s Chicago of-
fice. Mr. Brockmeier, who served
on the panel last year, represents
the risk management consulting
viewpoint.

e Eva F. Goodrich, manager of
insurance and risk managment for
Cincinnati Electronics Corp. in
Cincinnati. Ms. Goodrich was
named to the 1985 Risk Manage-
ment Honor Roll representing cor-
porations with less than $300 mil-
lion in sales.

@ Richard M. Inserra, director of
insurance and risk management for

American Can Co. in Greenwich,
Conn. Mr. Inserra was the recipient
of the 1984 Business Insurance Risk
Manager of the Year award.

e Harold C. Lang, director of in-
surance and risk management for
Leaseway Transportation Corp. in
Cleveland. Mr. Lang was the recip-
ient of the 1985 Business Insurance
Risk Manager of the Year award.

@ Richard M. Page, chairman,
president and chief executive offi-
cer of Fred S. James & Co. Inc. in
New York. Mr. Page, who is new to
the panel, represents the viewpoint
of an international insurance bro-
ker.

@ Jack B. Riffle, chairman, pres-
ident and chief executive officer
and a director of most of the major
companies in the Utica National In-
surance Group, including Utica
Mutual in Utica, N.¥. Mr. Riffle,
who is returning to the panel for a
second year, represents the view-
point of a chief executive of a mu-
tual insurer.

® Thomas M. Scott, president of

Insurance Management Corp. in
Kansas City, Mo. Mr. Scott, who is
new to the panel this year, repre-
sents the viewpoint of an insurance
agency.

® Susan N. Weiner, executive
director of the division of risk man-
agement for the Dade County Pub-
lic Schools in Florida. Ms. Weiner
was named to the 1985 Risk Man-
agement Honor Roll representing
government entities.

e C. Arthur Williams Jr., Min-
nesota insurance industry professor
of economics and insurance at the
University of Minnesota School of
Management and author of several
books and monographs on risk
management and insurance. Pro-
fessor Williams is serving on the
panel for a second year, repre-
senting the viewpoint of an insur-
ance academician.

In addition to Mr. Inserra and
Mr. Lang, other past winners of the
Risk Manager of the Year award
have included: Howard T. Weber,
director of insurance at 3M Co. in

St. Paul, Minn., in 1978; Edward L.
Erickson, director of insurance at
American Broadcasting Cos. Inc. in
New York, in 1979; Thomas V. Hal-
lett, then risk manager of General
Motors Corp. in Detroit, in 1980;
Duane E. Allen, then assistant trea-
surer of Hanna Mining Co. in
Cleveland, in 1981; Eckart Russell,
then risk and insurance manager of
Alcan Aluminum Ltd. in Montreal,
in 1982; and John A. O'Connell, ex-
ecutive director/risk manager of
Holy Cross Shared Services Inc. in
Notre Dame, Ind., in 1983.

To enter a candidate for the 1986
Business Insurance Risk Manager
of the Year Award, request a no-
minating form by writing: Business
Insurance Risk Manager of the
Year Award, Business Insurance,
740 N. Rush St., Chicago, I11. 60611.

Information supplied in the no-
minating statements, which must
be endorsed by the candidate's su-
perior, will be kept in strictest con-
fidence. Only the names of the
winners will be announced. @
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Judges use
10 criteria

The 10 independent judges
who will score the nomina-
tions for the 1986 Business In-
surance Risk Manager of the
Year Award and Risk Man-
agement Honor Roll will use
10 criteria. The judges will
score each candidate according
to a scale of one to 10 on how
well he or she:

@ Established and imple-
ments an effective risk man-
agement program within the
organization.

® Tackled and solved one
or more major problems for his
or her organization.

® Innovatively applied the
diverse tools of risk manage-
ment and insurance.

® Creatively and effec-
tively uses the insurance mar-
kets to structure an insurance
program that serves the needs
of the organization (specifi-
cally addresssing the types of
policies purchased and manu-
scripted policies, if any, devel-
oped.)

® Established a workable
intelligence system inside and
outside the organization, cul-
minating in access to a flow of
information about events and
activities that affect the orga-
nization’s risk management
and insurance. (How the risk
manager secures information
on risks from other depart-
ments and the use of risk man-
agement information systems
are addressed in this crite-
rion.)

® Skillfully performs the
functions of management in
the overall organization and
within the risk manage-
ment/insurance department.
(The functions include plan-
ning, organizing, directing and
controlling.)

® Achieves the most effec-
tive program at the optimum
cost over the long term.

@ Developed technical ex-
pertise in any or all of the
broad categories included
within risk management lead-
ing to a better managerial
grasp of the operations aspects
of the job.

® Exhibits an attitude and
performs activities fostering
the advancement of the risk
management profession (such
as professional activities,
speaking engagements, teach-
ing and related activities.)

® Is developing his or her
career (as exhibited by job his-
tory, including current job de-
scription, education, honors
and memberships.)




Work comp suits

Continued from page 2

The definition has been applied in
Michigan courts and by hearing
judges to mean that injured work-
ers are considered disabled if they
cannot return to the same type of
job held at the time of injury.

Employers had wanted this defi-
nition changed so that injured
workers who can handle light duty
or another type of job would not be
considered disabled and, thus,
would not be eligible for benefits.

Such a definition is used in 32
other states, said James Barrett,
president of the Michigan Chamber
of Commerce in Lansing.

“We supported many of the
changes made (in the legislation)
from an administrative standpoint,
but were unhappy that the defini-
tion of disability was not dealt with
in this rewrite,” Mr. Barrett said.

Another provision, which has al-
ready taken effect, allows both
sides in a disputed work comp case
to have the case settled by an arbi-
trator. The decision of the arbitra-
tor may be appealed only on ques-
tions of fraud or questions of law.

This provision is one of the few
not tied to the provision being chal-
lenged in court,

Other provisions in the reform
bill will: :

® Create a seven-member Ap-
pellate Commission to replace the
current Appeal Board, which hears
appeals of cases decided by the ad-
ministrative law judges.

@ Establish a small-claims pro-
cedure effective March 31 for med-
ical-only cases or cases that already
have been closed. Only claims for
less than $2,000 can be filed under
this system. Attorney involvement
is prohibited in these cases.

e Eliminate duplicative “de
novo” (new) review of the facts at
the appellate level.

@ Allow injured workers who
were awarded benefits at an initial
hearing to continue to receive ben-
efits if the case is appealed. If an
injured worker ultimately is denied
benefits, the amount of money paid
during the appellate process would
be reimbursed to the employer or
its insurer from the state’s general
revenues,

This provision would apply to
cases filed after March 31, 1986.

® Mandate that decisions of the
Workers Compensation Board of
Magistrates, which will replace the
administrative law judges, must be
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in writing and contain findings of
fact and conclusions of law.

In addition, before taking office,
the magistrates will have to pass a
written exam that tests their
knowledge of workers compensa-
tion law and their fact-finding
skills. Magistrates will be subject to
an evaluation and could be re-
placed every two years.

The provision replacing the ad-
ministrative law judges with the
magistrates is challenged in two

lawsuits filed last month in Ingham °

County Circuit Court in Lansing,

Besides seeking declaratory judg-
ments that the provision violates
the state constitution, both suits
also seek a temporary and perma-
nent injunction to prohibit the
measure from taking effect March
31.

Magistrates would begin hearing
cases from that date, but the ad-
ministrative law judges would con-
tinue to hear previously filed cases
until March 31, 1987, when they
would lose their jobs.

One of the suits was filed Aug. 8
by the Michigan Civil Service
Commission against the Michigan
Department of Labor, its director,
the Michigan Bureau of Workers’
Disability Compensation, its direc-
tor and the governor.

Prior to the creation of the Civil
Service Commission in 1941, state
employees, including administra-
tive law judges, were under the
“spoils system,” explains Donald
Myers, the commission’s deputy
director of policy and public af-
fairs. The new law would facilitate
areturn to this system, he fears.

That argument is also contained
in the second suit, filed Aug. 15 by
the administrative law judges
themselves.

This lawsuit, however, names the
Civil Service Commission, its
chairman and two commissioners
as defendants. It alleges the com-
mission failed to live up to its con-
stitutional duties to protect civil
service employees.

Also named as defendants are
the governor, the director of the
Department of Labor, the director
of the Bureau of Workers' Disabil-
ity Compensation and the state
treasurer,

“We regard this (legislation). . .as
a return to the spoils system,” said
Erwin B. Ellmann, a constitutional
attorney with the Southfield,
Mich., firm of Levin, Levin, Gar-
vitt & Dill, who represents the ad-
ministrative law judges.

The creation of the new seven-
member Appellate Commission,
which replaces the existing Appeal
Board, is not being challenged in
court.

Members of the new commission
would be appointed by the gover-
nor from recommendations from a
yet-to-be created business-labor ad-
visory panel.

The new commission would
begin March 31, 1986, and hear
cases filed after that date. The cur-
rent Appeal Board would continue
to hear existing cases until July 1,
1989.

More than a dozen work comp
bills were introduced earlier this
year, but legislators were unable to
agree on a compromise before the
legislative summer recess began
July 12
- However, a joint legislative com-
mittee subsequently drafted the
final legislation amendment, and
the Legislature reconvened for a
brief afternoon session on July 30
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Firm to pay $2.85 million
to employee savings plan

HOUSTON—EI Paso Co. has
agreed to pay $2.85 million to an em-
ployee savings plan as part of a $4
million out-of-court settlement over
charges of breach of fiduciary re-
sponsibilities in the company’s unsuc-
cessful efforts to avoid a takeover.

The suit, filed by two former El
Paso employees in December 1983,
alleged irregularities in the man-
agement of Fund A of El Paso's
Employees Savings Plan during the
1983 Burlington Northern Inc.
takeover of El Paso Natural Gas, a
subsidiary of El Paso Co.

The irregularities resulted in a
loss to the fund of about $35.8 mil-
lion, the suit said.

The suit originally sought to re-
cover $45.8 million, including $10
million in punitive damages.

Your 401(k) looks good,
but who's going to
understand it?
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The most important part of establishing a 401(k) plan is getting your people to understand
its advantages. And that takes a solid employee benefit communication effort—something you may

That's a good reason to call John Hancock for your 401(k) plan. Because with every plan, we
can offer a communication package tailored to your budget and your people’s needs and interests—
from a comprehensive customized program to a “do-it-yourself” kit, plus access to consulting services
from John Hancock’s Employee Benefit Communication
specialists. We have a solid track record in designing
communication material for every employee level.

Find out more about John Hancock’s approach to

401(k) plans and employee benefit communication pro-
grams. Call Donald E. Morrison, Vice President, at

John Hancock Mutual Life Insurance Company,
Boston, MA 92117 and affiliated companies.

companies

Defendants were Travis Petty, El
Paso chairman and president;
Richard S. Morris, executive vp;
Michael Bracy, vp; T.W. Bittick,
president of El Paso Exploration
Co.; William Holick Jr., president
of El Paso Natural Gas until his re-
tirement in 1983; and J.V. Wag-
goner, president of El Paso Prod-
ucts Co.

The six served as an investment
and administrative committee for
the $100 million plan during the
Burlington takeover.

The suit, filed in U.S. District
Court in Houston, alleged the trust-
ees used the fund to help ward off
early tender offer attempts by Bur-
lington Northern to take over El
Paso Natural Gas. After it became
clear Burlington would indeed take
control of the company, the suit
said, the trustees did not invest
contributions to the fund in addi-
tional El Paso stock as required by
the plan guidelines.

Houston attorney John Marshall,
who represented the two former
employees, said the settlement is
considered a partial victory: The
company agreed to pay $2.85 mil-
lion to Fund A participants, as well
as $750,000 in attorney fees and a
“substantial amount” of severance
pay to the two former employees.

In addition, the six defendants
agreed to give up any right to par-
ticipate in the settlement proceeds
to Fund A. Mr. Petty was the larg-
est shareholder in Fund A, said Mr.
Marshall.

“If you look at all the evidence
presented, it indicates that trusting
management faithfully to carry out
the requirements of (the Employee
Retirement Income Security Act) is
a bad risk,” said Mr. Marshall.

El Paso’s attorneys declined to
comment.

Mr. Marshall said a memoran-
dum from an El Paso Natural Gas
attorney indicated the company
was “willing to risk damages for
using the fund to ward off Burling-
ton’s attacks, and estimated that it
might cost up to $70.5 million in
damages to the company plan if
they used the fund under certain
conditions.”

“They were willing to risk pay-
ing $70.5 million,” he said. “Even
though they knew they faced the
liability, they were willing to
chance it."”

Mr. Marshall said ERISA should
be amended to make employee
benefit plans independent of man-
agement influence.

“The conflict between the posi-
tion of management and the plan is
too great, and history shows that
they (management) will use the
plan for their own benefit ... I
don’t think Congress ever realized
how powerful this conflict would
be,” said Mr. Marshall.

“Employees get left out in the
cold in things like this.”

—Crain News Service

Damage estimated
in Wyoming storm

NEW YORK—Wind, halil, torna-
does and flooding caused an esti-
mated $22.2 million in insured
property damage Aug. 1-2 in Wyo-
ming, according to C.E. Herman-
son, vp of the Property Claims Ser-
vices division of American Insur-
ance Services Group Inc.

The most extensive damage from
the storm occurred in Cheyenne
and in adjacent areas of Laramie
County.

The Property Claim Services es-
timate does not include damage in-
sured under the National Flood In-
surance Program.

The storm was assigned Catastro-
phe No. 77 by Property Claims Ser-
vices. [
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Cleanup suit

Continued from page 3

The 1969 policy, the coverage in
question, had limits of $50,000. De-
fense costs were not included in the
policy limits.

According to the court, the Gal-
axy plant began emitting odors in
the late 1960s, which raised the pos-
sibility of potential health hazards
stemming from certain drums of
material stored on the premises.

To help resolve these problems,
Galaxy, with the assistance of state
and county officials, disposed of the
drums in 1969 on two acres of land,
known as the Leslie site, located in
northeast Maryland.

The drums were buried in a clay
pit that Galaxy and health officials
thought would form a natural bar-
rier against any chemical leakage.
However, the material in the bar-
rels subsequently leaked into the
ground and water in the area, caus-
ing damage to individuals and
property near the site.

In 1981, the state of Maryland
and the U.S. Environmental Pro-
tection Agency began investigating
the site and subsequently removed
the buried drums, disposed of con-
taminated soil, treated contamin-
ated water and took other cleanup
action.

In 1983, the state and the EPA
sued Galaxy and Mr. Mraz under
the Comprehensive Environmental
Response, Compensation and Lia-
bility Act of 1980 (CERCLA),
which created retroactive liability
for cleanup costs against those who
cause environmental damage. The
suit also named other parties that
used the dump site.

However, when Mr. Mraz noti-
fied Canadian of the suit and
sought defense and indemnifica-
tion for any potential liability
under the 1969 policy, the insurer
refused to comply.

Galaxy then sought a declaratory
judgment from the U.S. District
Court in Baltimore requiring Cana-
dian to defend and indemnify Gal-
axy.

According to court papers, the
1969 policy covered personal injury
or property damage caused by an
“occurrence” within the policy pe-
riod.

An occurrence was defined as an
“aceident, including injurious ex-
posure to conditions, which results
during the policy peried in bodily
injury or property damage neither
expected nor intended from the
standpoint of the insured.”

Property damage was defined as
“injury or destruction of tangible
property.”

Galaxy argued that Canadian
must defend it because the policies
provided coverage for any liability
arising out of the allegations in the
complaint brought by the govern-
ment.

Moreover, Galaxy argued that

the 1969 policy provided coverage
for Galaxy's operations, that it cov-
ered the type of injury and prop-

OSHA approves
Nevada safety rule

WASHINGTON—The Occupa-
tional Safety and Health Adminis-
tration has approved a standards
supplement covering ethylene
oxide safety and commercial diving
operations for the Nevada state job
safety and health plan.

Nevada's standards are identical
to the federal OSHA regulations
and were approved automatically.

The Nevada standards supple-
ment and the approved plan are
available for inspection and copy-
ing at the Office of the Regional
Administrator, OSHA, Room 11349,
450 Golden Gate Ave., San Fran-
cisco, Calif. 94102; Director, De-
partment of Occupational Safety &
Health, 1370 S. Curry St., Carson
City, Nev. 89710; and the Office of
the State Programs, Room N-3700,
200 Constitution Ave. N.W., Wash-
ington, D.C. 20210. =

erty damage that occurred within
the policy period and that all pre-
requisites for coverage have been
mef.

Canadian, however, argued that
there was no “occurrence” within
the meaning of the policies, no
cdamage or loss within the policy
pericd and that it had no potential
Liability because of numerous ex-
clusiens within the policy.

Relying on prior decisions, in-
cluding an Ohio appellate court
ruling, Buckeye Union Insurance
Co. vs. Liberty Solvents & Chemi-
cals, <he court ruled the leakage of
material from Galaxy's drums was
ar. cecurrence within the meaning
of the policy (BI, July 30, 1984).

The Buckeye decision held that
the release of hazardous-waste ma-
terials alleged in a CERCLA com-
plaint were “occurrences” within
the policy definition, a definition
simi'er to that in the Canadian pol-
icy, Judge Young ruled in the Gal-
axy case.

The Buckeye decision also held

that the release of chemicals from a
hazardous waste dump where Lib-
erty Solvents had contracted to dis-
pose of its wastes was neither ex-
pected nor intended by Liberty
Solvents, since it was the result of
leakage of the drums after they
were dropped, punctured or rup-
tured.

“A similar conclusion follows
here,” Judge Young said in the
Galaxy opinion. “The drums which
were disposed of by Galaxy and
Mraz were legally disposed of, and
the resulting leakage was unin-
tended and unexpected because the
clay pit was supposed to form a nat-
ural barrier against any such leak-
age.

“Thus, under the reasoning used
in Buckeye Insurance, the dumping
and resulting leakage constitute an
‘occurrence’ within the policy
terms,” the court added.

In addition, Judge Young found
that under the language of the Ca-
nadian policy, the action that must
be “unexpected or unintended” is

the leakage, not the actual dump-
ing.
“In this case, the leakage and the
resulting damage were indeed un-
expected and unintended, and as
such, come within the policy defi-
nition of “occurrence.”

The court also held that for pur-
poses of providing a defense, the
occurrence could be construed to
have resulted during the 1969 pol-
icy period, thus triggering Cana-
dian’s defense obligations.

Galaxy contended that the
drums began leaking immediately
upon disposal and began to cause
damage in 1969, when the last pol-
icy written by Canadian for Galaxy
was in effect.

However, Canadian argued that
the EPA and the state did not begin
cleanup operations or notify Gal-
axy of any problem until 1981-1982
and that the damage did not occur
until after 1969.

The court noted, however, it was
not the date of discovery that de-
termines when the occurrence

takes place.

Instead, the court ruled that be-
cause the underlying complaint by
the government alleges damages
that began with the dumping, that
is the date when the duty to defend
arises, irrespective of the factual
accuracy of those allegations.

“The complaint in Bissell may be
construed to allege that environ-
mental damage began to take place
immediately in 1969 upon dumping
at the Leslie site, creating the po-
tential for liability within the scope
of coverage of the 1969 policy,” the
court said.

“Canadian’s duty to defend is
triggered by the existence of any
potential for liability; the determi-
nation of whether there may be ac-
tual coverage must await the out-
come of the Bissell action.”

In addition to these issues, the
court also held that property dam-
age, as defined in the policy, took
place and that coverage was not
precluded under various exclusions
in the policy. .
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Association Insurance Companies:

Effective alternatives in a difficult market.

The unrelenting hardness of the insurance market has sparked intense interest in
association insurance companies.

Such companies cover risks submitted by their owners, the members of the formal
or informal association, and usually focus on a particular type of risk.

Association insurance companies bring vital capacity to the market by
underwriting risks not insurable elsewhere. They promote continuity and stability
based upon unique understanding of participants’ operations and exposures.

Several factors are vital to the formation of a successful association insurer:

e Sponsorship by association leaders.

e Willingness by insureds to share risk over the long term.

* Commitment of leadership to serve as officers or committee
members of the insurance company.

s Acceptance of the concept that the insurance company is an
alternative that overcomes problems of availability rather than ¢cost.

The captive form of association company is receiving particular interest. A captive
is comparatively free from regulations governing other association companies and is
eagsier to make operational.

To avoid start-up problems, retain association insurance professionals. You will
need actuarial, legal, and insurance brokerage guidance.

For_ more information, call your Jé&H office.

© Johnson & Higgins
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Fire destroys opera costumes

Continued from page 2
the warehouse.

The fire, which authorities believe was set by two teen-agers,
destroyed 58 small businesses in an industrial complex. The blaze,
which ravaged 24 square blocks, also destroyed 20 homes.

A spokesman for the Bureau of Alcohol, Tobacco and Firearms in
Washington, which investigated the blaze, said property and eco-
nomic losses stemming from the loss of jobs for those who worked at
the 58 businesses could total $400 million. The bureau said property
damage was probably $30 million to $40 million.

Most insurers contacted did not know yet if they insured any of
the businesses destroyed in the fire.

Matt Rahelich, a supervisor with Underwriters Adjustment Co. in
Paramus, N.J., did say his company is adjusting claims for Continen-
tal Casualty Co. in Chicago, but he added it was too early to tell how
much of a loss Continental might face.

Asbestos claims dropped

SAN FRANCISCO—The asbestos producers and liability insurers
that have signed the Wellington agreement have filed dismissals for
claims against each other in the massive coverage litigation now
pending in a San Francisco Superior Court.

Among the companies filing for the dismissals are producers
Armstrong World Industries Inc. and Fibreboard Corp. and insurers
Aetna Casualty & Surety Co., Fidelity Casualty Co. of New York,
Fireman’s Fund Insurance Cos., First State Insurance Co., Hartford
Insurance Co., Insurance Co. of North America, Liberty Mutual In-
surance Co., Reliance Insurance Co., Royal Insurance Co., United
States Fire Insurance Co. and underwriters at Lloyd’s of London,

The dismissals apply only to coverage for bodily injury claims and
do not affect any litigation between producers and insurers over
coverage for the removal of asbestos from buildings.

Also, the producers and insurers that signed the Wellington
agreement will still continue to litigate personal injury coverage
disputes with those that have not signed the agreement.

In addition to ending coverage litigation over bodily injury
claims, the Wellington agreement establishes a claims handling fa-
cility to settle bodily injury claims outside the court system. The
facility may begin its work later this month (see story, page 57).

PBGC sues over pension plans

PITTSBURGH—The Pension Benefit Guaranty Corp. last week
filed suit in U.S. District Court in Pittsburgh to become interim
trustee of four underfunded Wheeling-Pittsburgh Steel Corp. pen-
sion plans. The plans have unfunded liabilities of more than $400
million, according to the PBGC.

The PBGC said it was taking the action to protect the agency's
insurance program if the plans later are terminated.

In the event of termination, benefit accruals the PBGC would
have to guarantee would cease after it became interim trustee.

Wheeling-Pittsburgh has warned that it may terminate the plans
because of a strike by the United Steelworkers union.

Wheeling-Pittsburgh, which in April filed for protection from
creditors under Chapter 11 of the Federal Bankruptcy Act, would
not comment on the PBGC suit (BI, April 29).

Insurers pay Syncom claim

LONDON—Satellite launch underwriters could recoup the
money they paid last week to the owner of a disabled satellite fol-
lowing a repair mission by the space shuttle Discovery.

Astronauts aboard the shuttle last week completed electrical re-
pairs to the $85 million Syncom IV-F3 satellite, which was rendered
useless after its rocket engines failed to fire during its April launch
(BI, April 22). However, it will not be known for two months
whether the satellite will become operable.

As the repair mission was under way, insurers paid the remaining
$75 million of the Syncom claim to the satellite’s owner, Hughes
Aircraft Co. Underwriters had paid $10 million of the claim.

About $40 million of last week’s payment was made by London
and European underwriters through Lloyd's broker Bowring Avia-
tion Ltd. The rest was made by U.S. and French insurers.

U.S. insurers, represented by underwriting manager Interna-
tional Technology Underwriters Inc., wrote $27 million of the $85
million in coverage on the claim.

If Syncom becomes operational and the U.S. Navy agrees to honor
a previous agreement to lease the probe, underwriters will recover
the entire $85 million claim. Hughes has agreed to return $32 mil-
lion directly to the underwriters and also pay the insurers half of
the lease revenues it collects from the Navy (BI, May 27).

Besides paying the Syncom claim, London underwriters also
wrote $1 million in free personal accident coverage for each of the
five astronauts aboard the shuttle mission.

“It was our contribution for what these astronuats are doing to
make the satellite insurance market a more viable place,” said Mi-
chael Hemmings, a director of Crawley Warren Co. Ltd., the
Lloyd’s broker that placed the coverage.

U.K. claims-made form ready

LONDON—ASs expected, a leading London underwriter of North
American casualty risks will require that umbrella liability cover-
ages be written on a claims-made policy form starting next month
(BI, July 15).

H.S. Weavers (Underwriting) Agencies Ltd. will implement the
new form for all new and renewal umbrella coverage with an in-
ception date of Oct. 1, a spokeswoman for the agency said.

Weavers' claims-made form will be in use three months before
the controversial Insurance Services Office commercial general lia-
bility form, which is scheduled to be implemented on Jan. 1.

—_—

401(k) plans

Continued from page 1

plans, which allow employees to
make pretax contributions to re-
tirement savings plans by deferring
salary.

However, in May, the Treasury
and the administration retreated
after a massive lobbying effort by
employers and employees. Instead
of killing the plans, the administra-
tion proposed much lower contri-
bution limits and more complex
non-discrimination rules.

Although these changes were
loudly criticized by employers,
most conceded the restrictions
were better than not having 401(k)
plans at all. Now, employers face
that prospect again.

“We are going to put a full-court

. press on the tax committees to save

the plans,” said Stuart J. Brahs, ex-
ecutive director of the Assn. of Pri-
vate Pension and Welfare Plans in
Washington.

“We will take our message to
Capitol Hill that these plans should
be saved,” said Kevin O'Brien,
counsel for the Washington-based
Employers Council on Flexible
Compensation. :

Within a day of the release of
Secretary Baker's letter, benefits
lobbying groups, like the ERISA
Industry Committee, had special
bulletins in the mail encouraging
member companies and their em-
ployees to write their congressmen
while there still is time to save the
plans.

Lobbying efforts will be targeted
first at the House Ways and Means
Committee, which could begin con-
sidering the administration's tax
reform package next week in
closed drafting sessions.

“This is the time to communicate
to legislators before the Ways and
Means Committee drafts a bill,”
said Lance Tane, manager of the
flexible compensation team at The
Wyatt Co. in Washington.

“The future of 401(k) plans is in
the laps of employers and employ-
ees,” Mr. Tane added. If there is an
intense employer-employee reac-
tion, the Ways and Means Commit-
tee might not include the adminis-
tration proposal to kill 401(k) plans
as part of the committee’s tax bill,
he added,

“This will test whether the bene-
fits community has clout,” ob-
served Edward J. Davey, vp-tech-
nical analysis at Johnson & Higgins
in New York.

“The battle is not over. Keep the
heat on. Don't give up now,” he
said.

Unfortunately, experts say, few
members of Congress understand
401(k) plans and none has shown
much interest in the issue.

In fact, Rep. Rostenkowski ap-
plauded the administration's efforts
to make its tax reform package rev-
enue-neutral.

And, Senate Finance Committee

Chairman Robert Packwood, R-
Ore.—considered by many to be a
champion of employee benefit
plans—has given no indication that
he will lead the charge to save the
plans.
While warning that an end to
401(k) plans would encounter resis-
tance from employers and employ-
ees, he acknowledged that the
plans deserve “close review.”

Meanwhile, few members of the

tax-writing committees have made
their views on 401(k) plans very
well known yet.

“We have found to our dismay
that many congressmen don’t un-
derstand 401(k) plans,” said Philip
M. Alden Jr., a vp with consultant
Towers, Perrin, Forster & Crosby
in New York. “I can't think of any
outright champion on the Ways
and Means Committee,” he added.

Since 1981, when the Internal
Revenue Service proposed rules to
guide employers in establishing
401(k) programs, the plans have be-
come the fastest-growing employee
benefit.

In 1983, 4.8 million employees
were eligible to participate in
401(k) plans, according to a survey
sponsored by the Employee Benefit
Research Institute, a Washington-
based benefits think-tank, and the
Department of Health and Human
Services. Now, EBRI reports in a
survey released last week, some 19
million workers are eligible to par-
ticipate in 401(k) plans.

The plans have grown so rapidly
because of their appeal to employ-
ers and employees. For an em-
ployer, a 401(k) plan is a benefit
that can be offered at a relatively
low and predictable cost. Adding a
401(k) plan often can reduce
pressure on companies to improve
their defined benefit plans.

Employees like 401(k) plans be-
cause they can fund them with pre-
tax dollars and the savings funds
accurnulate tax-free interest, until
the money is withdrawn.

In addition, employees vest much
more rapidly in employer matching
contributions to 401(k) plans than
they do in contributions to defined
benefit plans.

The average salary deferral for
employees who also contributed to
Individual Retirement Accounts
was $1,720 in 1983, according to
EBRI

But the Treasury, when it origi-
nally provosed banning the 401(k)
plans last fall, said the plans are
unfair because all companies do not
offer them and, therefore, not all
workers can take advantage of the
tax savings they offer.

In place of 401(k) plans, the
Treasury Department recom-
mended last fall boosting the maxi-
mum annual employee contribu-
tion to IRAs to $2,500 from $2,000,
pointing out that IRAs are available
to all workers.

In May, however, the Treasury
Department and the administration
dropped its hard line on 401(k)s. In
its revised tax reform package, the
administration proposed instead li-
miting to $8,000 the annual maxi-
mum amount of salary employees
could defer. This maximum also
would be offset by any contribu-
tions an employee made to an IRA
(BI, June 3).

In addition, the administration
proposed scrapping the current
non-discrimination rule that com-
pares the average salary deferrals
made during the year by the high-
est-paid one-third of eligible em-
ployees and the lowest-paid two-
thirds.

Instead, the proposal would com-
pare deferrals of each prohibited
group member to the average de-
ferrals of non-prohibited group
employees.

Prohibited group employees are
those who earn more than $50,000

Blackjack dealers’ case

Continued from page 2

to pay workers compensation benefits to the blackjack

dealers.

Circus Circus still refused to pay, pending an appeal

to the department’s appeal officer.

The hotel/casino argued that the decision of the
hearing officer was not final and that, therefore, it
didn’t have to pay work comp benefits to the blackjack

dealers.

That argument was taken ultimately to the Supreme
Court by the two blackjack dealers and the Department

of Industrial Relations.

In addition, the Department of Industrial Relations’
appeal officer late last year upheld the hearing officer's
decision and ordered Circus Circus to pay benefits to

annually, own more than 1% of the
company, fall into the top 10% of all
employees in compensation or are
related to a member of the prohi-
bited group.

This arrangement would reduce
the contributions of the higher-
paid employees because they will
be contingent on participation by a
larger group of lesser-paid employ-
ees.

The second Reagan tax plan also
makes the salary deferral percent-
age test stricter.

Under the plan, the salary defer-
ral elected by an individual mem-
ber of the prohibited group could
not exceed the greater of two
amounts:

® 125% of the average deferral
percentage (ADP) of the non-pro-
hibited group.

® The lesser of 200% of the ADP
of the non-prohibited group or the
ADP of the non-prohibited group,
plus 2%.

By contrast, under the current
non-discrimination tests, the aver-
age deferral by the higher-paid
one-third cannot exceed the
greater of:

® 150% of the ADP of the lower-
paid two-thirds.

® 250% of the average deferral
among the lower-paid two-thirds as
long as the difference between the
average deferrals does not exceed
3%.

The second Reagan tax reform
plan also proposed new non-dis-
crimination tests for matching em-
ployer contributions. The formula
used would depend, among other
things, on whether the matching
contribution immediately vested.

Benefit experts and employers
were not pleased with these pro-
posed restrictions, but were re-
lieved that the plans would be al-
lowed to continue and assumed
they might have a chance to work
with Congress to soften the restric-
tions.

Now, it is unclear what stand
Congress will take on 401(k) plans.
It could listen to the Reagan ad-
ministration's new proposals to kill
the plans or impose other restric-
tions on the plans.

Meanwhile, benefit experts
worry that if 401(k) plans were on
the top of Treasury’s hit list of
items to be tapped to raise more
revenue, other benefit plans may
not be far behind.

“The administration is saying:
‘We need about $25 billion. By wip-
ing out these plans, we get §11.6
billion in one shot.”" That'’s a heck of
a way to develop retirement in-
come policy,” said Mr. Brahs of the
APPWP.

“This was political in the sense
that something had to be done to
placate Rep. Rostenkowski,” said
Sylvester Schieber, director of The
Wyatt Co.’s research and informa-
tion center in Washington.

“Treasury obviously has a list of
items that can be touched (to make
the package revenue-neutral), and
401(k) plans obviously were on that
list,” he added.

The move to strike 401(k) plans
“portends more attacks on bene-
fits,” warns J&H's Mr. Davey, not-
ing that freezing maximum pension
benefits and contributions or plac-
ing an overall cap on the amount of
tax-free benefits employers can
provide are likely to be the next
benefit targets. @

the dealers.

The hotel/casino last December appealed this deci-

sion to the Washoe County Circuit Court, where it still

is pending.

Circus Circus paid the medical benefits on both

claims earlier this year, noted Barbara Gruenewald,
the state industrial claimants’ attorney who represents
the two blackjack dealers, though disability benefits
have not been paid.

In addition to the Supreme Court decision in the Cir-
cus Circus case, the Nevada Legislature earlier this

year amended the state’s workers compensation law to

stipulate that if a hearing officer rules in favor of an
injured worker, workers compensation benefits must
be paid pending an appeal. .
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. Style is the distinctive way you do things.
But just to be different is not enough. You've got
to be the best, to rise above all others.

- When a publication projects its own
personality and presents news to its readers in a
thoughtful and distinctive way, that’s style.

Business Insurance is that kind of
publication. It has that kind of style.

To excel, to report skillfully and accurately,
to write clearly and concisely, are all elements of
BI’s style. | |

STYLE

- That’s why more than 121,000 corporate
executives, risk managers, employee benefit
managers, insurance executives and others rely on
Business Insurance each week. Their
responsibilities include making critical purchasing
decisions ... decisions that require information on
the ever-changing markets and your products and
services.

Make it your style to advertise in Bl and

- command the attention of the most influential

executives in your market. Because style is
Business Insurance.
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the professional marketplace

RATES AND CLOSING TIME:
Rates: Display classified is $73.26 per column inch, minimum of one inch. Straight Closing: Published every Monday. Copy must be in written form by noon
classified is $6.50 per line, minimum of 5 lines. Count 34 characters per line (include Tuesday, 6 days preceding publishing date. No verbal phone copy accepted.
each space and punctuation as a character). Additional $13.00 charge for blind box Prepayment required. Mail ads to Beverly Kluxdal, Classified Advertising,
ads. Responses to blind box ads must fit into business size envelope. Reponses are 740 N. Rush St., Chicago, IL 60611. For more information call 312-649-5340.

Sorwarded daily.
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Girculation
Breakdown*

Commercial Consumers

Administrative:

CEO's presidents and owners, , .2,531
Vice-presidents, general managers
and other administrative personnel

............................... 2,547
Financial:

Chief financial officers and vice-presi-
dents of finance ............c... 2,075

Secretaries, treasurers, controllers
and other financial personnel .. .6,886

Risk/employee benefits:

Vice-presidents, directors, managers,
and other related department person-
nel of: insurance, risk, employee bene-
fits, personnel, compensation, pen-
sion, safety, security, industrial rela-
tions, human resources and employee/

labor relations ............i.iu. 8,048
Sub-total............... 22,087
ASTOCIBNONG 0w e mat s ion 804
Government, unions and educational
BYSTEME . o S -1,030

Commercial Consumers

Sub-total............... 23,921
Insurance agents and brokers 9,548
Insurance companies .......... 6,089
Financial institutions ............ 536
Actuaries, attorneys, adjusters, ap-
praisers and consultants .......3,464
Others allied to the field , .. ... 1,320
TRTAL oo s 44,878

Source: Business/Occupational
breakdown of qualified circulation,
May 6, 1985 issue, as submitted to BPA
for June 1985. BPA Publisher's State-
ment.

AVIATION INSURANCE
REPRESENTATIVE

Troy, Mich office of Associated Avia-
tion Underwriters has an Underwrit-
ing/Sales position available for person
desiring career opportunity with major
aviation insurance company. Beech
A36TC used to service assigned terri-
tory in Mich, Ohio and Canada. Mini-
mum Requirements: College Degree, 3
yrs business experience (prefer avia-
tion or insurance background), Com-
mercial Pilot License/SEL/IFR/900 hrs
flight experience. Send resume to:

MANAGER OF AAU

3155 W BIG BEAVER RD
TROY, MICH 48084

HAVE MARKET

Have purchased multi state
licensed P&C Company and
will entertain submissions
from brokers who wish to
stablize their P&C market.
Only large books of profit-
able business considered,
either individual accounts or
programs. Call Corporate
Underwriters Agency, Attn:
Grady Brown 409-291-6013

LOSS SUPERVISORS
and EXAMINERS

National commercial transportation carrier based in growth-
oriented northern Florida is adding qualified personnel to its
liability, physical damage and cargo departments.

Liability applicants must have a minimum of five years ex-
perience in commercial transportation claims, excellent
managerial skills, solid negotiation experience and cover-
age expertise.

Physical damage experience should include commercial
truck appraisals and in-depth claims handling.

Cargo claim experience must be aminimum of three years

and reflect a knowledge of freight types and manufacturing
equipment. ICC requirements, a must.
Our salary and benefit package for these positions is one of
the best in the industry. In addition, a complete relocation
package is available to some qualified applicants. Send re-
sume with salary history to:

Box 1862, Business Insurance
740 Rush St., Chicago, IL 60611

MARKETING ACCOUNT EXECUTIVE

Managing General Agency that specializes in reinsur-
ance, captive formation and placement of large property
and casualty accounts nationwide has an immediate
opening. Individual will have a minimum of five years ex-
perience, have strong marketing contacts with admitted
and non-admitted markets and a degree. Located in At-
lanta, Georgia. Salary open. Send resume and salary his-
tory to:

Jim Marsh

Caysteel International, Inc.

200 Galleria Parkway, Suite 400
Atlanta, Georgia 30339

HEALTH COST MGMT. LECTURERS
Health Management Solutions, a na-
tional health care educator, is seeking
Faculty to conduct seminars in several
health cost management topics—
health benelit design: wellness and
health promotion programs; corporate
health center development; employee
assistance programs; HMO/PPO ac-
tivities. Candidates should have previ-
ous lecture experience and extensive
professional experience in one of the
above areas, Full and Part-time posi-
tions are available. Full time positions
can pay over 100K annually. Please
send resume in confidence to:
Health Management Solutions, Inc.
2235 Encinitas BLVD
Suite 107
Encinitas, CA 52024

Advertise your
openings in the
Business
Insurance
Professional
Marketplace.

MARKETING
OPPORTUNITY

Mid-Atlantic local insurance
agency seeking individual expe-
rienced in marketing oil refinery/
distribution system accounts.
Opportunity to develop your
skills and broaden your area of
expertise if you are now confined
to marketing only petroleum ac-
counts. Successful candidate
will have college degree and
demonstrated petroleum mar-
kets knowledge.

Send resume and salary history
to:

Box 183, Business Insurance

740 Rush St., Chicago, IL 60611

MANAGER, BENEFITS AND COMPENSATION

Sealy, Inc., aleader in the bedding industry, is looking for abusiness
creative, profit-conscious Manager of Benefits and Compensation.
Respons ble for company-wide programs in benefits and compensa-
tion—their development, management, and evaluation. Position will
be located in Chicago and will report to Vice President, Human Re-
sources.

Succassful candidate will have effective interpersonal skills and 3-5
years management experience in a corporate benefits department.
Skills in health cost containment and knowledge of ERISA, DEFRA
and TEFRA pension regulations are essential. Also required are
skills in assessing compensation practices and structuring pro-

VICE PRESIDENT & CHIEF ACTUARY

Executive position with a growth oriented and financially sound Midwest
Health Insurance Company. In addition to overseeing our Actuarial, Un-
derwriting, and Membership operations, this position would be involved
in strategic planning and diversification activities. Must have 5 years of
group health insurance and management experience. While we prefer an
FSA, we would consider qualified individuals who expect their FSA de-
signation in the next year or two.

Attractive compensation package includes generous 401(k). Call or send
resume for this immediate executive opening.
Blue Cross and Blue Shield of Nebraska
7261 Mercy Road
Omaha, Nebraska 68180
(402) 390-1813

Equal Opportunity Employer

MAJOR MEDICAL UNDERWRITER

Managing general agency in Atlanta, GA. needs experi-
enced underwriter for specific and aggregate medical
stop loss program written nationwide.

Candidate must have 10 years experience in the major
medical, A.D.&D. field with proven track record as un-
derwriter and producer. Knowledge of reinsurance and
self funding desired. Salary negotiable. Send resume
and salary history to:

Jim Marsh
Caysteel International, Inc.
200 Galleria Parkway, Suite 400
Atlanta, Georgia 30339

grams, including management incentive programs.
Frequent contact with all levels of management. Will guide multi-
plant locations in administering benefit and compensation pro-
grams. Some travel.
If interested, send resume, including salary history, to:
Dwight Harshbarger
Vice President, Human Resources
\'@dé/@ Sealy, Incorporated
525 West Monroe Street
Chicago, lllinols 60806
An Equal Opportunity Employer M/F
Snce 1869 The Dunlap Agency has
taken an aggressively personalized approach to
the business insurance, bonding and financial
planning needs of northern New England. For
over 100 years, we have earned the confidence
and respect of our customers. We are now one of
North America’s fifty largest independent
agencies. We also are a satisfying, close-knit place
1o work. An innovative and dependable resource
for our clients. And a growing, challenging en-
vironment we invite you to get to know.

Surety Producer

This highly qualified individual will market and
service fidelity and surety accounts. Excellent
personal communication ability with 4-6 years of
experience in contract surety is required. This
position will be a challenging and rewarding
career opportunity for an innovative person.

The Dunlap Agency employs a staff of some 130 at
our Auburn headquarters and local offices In Port:
land, Augusta, Gardiner, Bangor and Presque Isle,
Maine, and Manchester and Somersworth, New

Hampshire. Our salaries are competitive; benefits
include medical, life and disability coverage, aswell
as 401(k) and employee stock ownership plans.

Be part of a continuing tradition of leadership by
addressing your resume to Catherin2 D, Thorpe,
V.P,, Human Resources, The Dunlap Agency, 31
Court Street, P.O. Box 40, Auburn, ME 04210,

EXEGUTIVE
SALES

GATES, McDONALD is a prominent national provider
of services aimed atcontrolling costs associated with |
Workers' Compensation, Unemployment Compensa-

tion and related areas. We have a corporate commit-

ment to double our book of business within 5 years.

This has created several opportunities for results-ori-

ented marketing/sales professionals in Chicago,

Tampa, Tulsa, Minneapolis, Baltimore, Phoenix, and

Portland.

The high performance candidates we seek will have a |
minimum of 5 years successful sales/marketing experi-
ence demonstrating the ability to close large sales at

the executive level. A background in commercial insur-
ance, self-insurance, or unemployment compensation
sales is required. An advanced degree and knowledge
of Workers'/Unemployment Compensation Benefits |
are definite pluses.

If you're aggressive and possess the interpersonal
skills that will enable you to communicate gffectively
with top-level executives, consider the high earnings
.potential of a GATES, McDONALD career. We offer a
base salary plus commission, company car, expenses
and other attractive fringe benefits. For confidential
.consideration, please send your resume to: Human Re-
sources Dept. BT, P.O. Box 1944, Columbus, Ohilo

43216,
GATES, McDONALD

Equal Opportunity Employer M/F/H

The only service
of its kind for the
insurance professional !

Introducing the most advanced system available
today geared exclusively to the insurance
professional—The Insurance Executive Registry.

The Insurance Executive Registry is a confiden-
tial resource network bringing together people and
opportunity in the insurance industry.

Whether you are currently looking for a new
position—considering a change—or just want to
keep in touch with the marketplace, The Insurance
Executive Registry is the most cost-effective, tech-
nologically advanced way to do it.

Call or write for your introductory package. No
obligation of course.

381 Elliot St. Suite 500
Newrton Upper Falls

EXECUTIVE
MA 02164-1130 _
(617) 9&3-6700 REGISTRY

A Division of Yorkshire Consulting Group, Inc.

THE
INSURANCE
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Hurricane Elena

Continued from page 1
but more residential,” he ex-
plained.

“I don't think it is going to be a
material event for the industry or
for any particular company,” added
James Stradtner, a general partner
with Alex. Brown & Sons in Balti-
more.

The American Insurance Assn.
still was compiling damage infor-
mation late last week and would
release no estimates.

Some insurers were hesitant to
cite loss figures last week, and
those that did said the numbers
were preliminary and could change
as claims investigations continued.

The Travelers Corp., which sent
66 claims adjusters to the area, said
the insurer is expecting from $15.3
million to $20.8 million in personal
and commercial lines losses.

Those figures are based on the
number of risks Travelers insures
in the area struck by Elena, accord-
ing to the spokesman. However,
Travelers’ losses will be heaviest in
personal lines, according to the
spokesman, “with some commer-
cial losses.”

He said the losses are exclusive of
reinsurance.

The losses from the hurricane
won't be a crippling blow to the in-
surer’s bottom line this year, the
spokesman noted. He said if cur-
rent loss figures hold up, it would
amount to an $8 million to $12 mil-
lion loss after taxes, or 9 cents to 12
cents per share.

United States Fidelity & Guar-
anty Co. expects its commercial
and personal lines losses to total
from $17 million to $22 million as a
result of the hurricane, according
to a spokeswoman.

Any of USF&G's losses above
$14.5 million would be reinsured on
a sliding scale, the spokeswoman
explained.

She said USF&G is “one of the
more predominant players in Mis-
sissippi,” where Elena did exten-
sive damage. Because total figures
are not yet in, she noted it was too
soon to determine how much of the
loss was commercial.

A spokesman for the Federal
Emergency Management Agency
last week said FEMA engineers
completed inspections in Harrison
and Jackson counties and found
129 businesses with major damage
and 1,235 with less-serious damage.
Their inspections in other areas of
the hurricane-stricken coast were
continuing last week.

Continental Casualty Co. con-
firmed it had some exposure along
the coast, with the majority of its
losses in Florida and some claims
expected to come from Mississippi.

A spokesman said the insurer
had processed around 600 claims by
the middle of last week, but the
value of those claims was not avail-
able. As of midweek, there were no
large commercial losses, he said.

Industrial Risk Insurers in Hart-
ford, Conn., said last week it sent
extra loss prevention consultants
and adjusters from its Atlanta and
Houston offices to the Gulf Coast,
but loss figures from its exposure
were not yet available.

An IRI spokesman said the in-
surer did not expect its losses to
total nearly as much as those from
Hurricane Frederic in 1979 and
Hurricane Alicia in 1983.

Overall, Frederic caused about
$752.5 million in insured losses and
Alicia caused $675 million in in-
sured losses.

A spokesman for Commercial
Union Insurance Co. in Boston said
last week that figures were not
available on its exposure in the af-
fected area, but the insurer did not
expect losses to be great.

John Etling, president of Gen-
eral Re Corp., said it is still too
early to tell what the reinsurer's
exposure will be. However, he said,
“As far as we knowm, it’s nothing
of significance. It's not a whopper.”

Other reinsurers, including

Kemper Reinsurance Co. and
American Re-Insureance Co., also
said it was too early to estimate
their exposure.

After pinballing its way around
the Gulf of Mexico, Elena finally
hit land on the Mississippi coast,
with winds that reached as high as
125 mph, according to the National
Hurricane Center.

Ingalls Shipbuilding in Pasca-
goula, Miss,, a unit of Litton Indus-
tries, suffered damage to buildings
and about half a dozen of the ship-
yard’s 20 shipbuilding cranes, ac-
cording to a spokesman,

The spokesman said there was
“minimal damage” to nine cruisers
and one amphibious assault ship in
various stages of construction.

Ingalls, which builds ships for
the U.S. Navy, does not have a dol-
lar estimate of the damage yet, and
the spokesman would not comment
on the company's insurance cover-

e,
Robert Butler, director of insur-
ance and risk management at
Fruehauf Corp., a Detroit-based
transportation equipment manu-
facturer, said the hurricane peeled
the roof off one of the buildings at
the company’s Paceco Inc. plant in
Gulfport, Miss.

Losses have not yet been deter-
mined, he said, but he estimated
they would be in the “low six-fig-
ure range,” perhaps $100,000 to
$150,000. Mr. Butler said the com-
pany’s property insurance, written
by Industrial Risk Insurers, carries
a $50,000 deductible. .

Also, because of power outages,
the plant could suffer business in-
terruption losses in excess of the
property losses. However, the
amount of these losses has not been
assessed, he said.

Los Angeles-based Teledyne Inc.
suffered “minor” damage at its Te-
ledyne Irby Steel plant in Gulfport
and its Teledyne Continental
Motors Aircraft Products plant in
Mobile, Ala., according to Fred
Hartman, manager of insurance.

“Some sheet metal blew off the
roof, but it was nothing serious,” he
said of the damage to the Gulfport
plant, adding that the Mobile plant
also suffered roof damage.

Although the amount of damage
has not been estimated, it is ex-
pected to exceed $100,000 at each
plant, according to Mr. Hartman,
who would not comment on the
company's property insurance.

Mr. Hartman added that Tele-
dyne is self-insured for business in-
terruption losses, although he said
no such losses were expected.

Property damage was “insignifi-
cant” at First Chemical Corp., a Pa-
scagoula-based chemical manufac-
turing subsidiary of First Missis-
sippi Corp., according to Lynda
McNamee, corporate insurance as-
sistant.

However, she said the company,
which is insured at Lloyd’s of Lon-
don, may file a business interrup-
tion claim. The plant was closed
Aug. 29 after an evacution order
was issued, was restarted later and
then was shut down again Aug. 31
because of a storm-related power
failure. The power failure was con-
tinuing late last week.

Ms. McNamee said the business
interruption losses will be covered
by the company'’s policy. However,
she said, there is some question
about how many deductibles will
apply, because the policy defines
losses stemming from the same
cause within a 72-hour period as a
single occurrence for the purpose
of figuring the deductible. Ms.
McNamee declined to reveal the
amount of the deductible.

In Bogalusa, La., Elena blew
away six greenhouses belonging to
Schilling’s Nursery. Owner Larry
Schilling had no damage estimate
yet, but he said he lost 20,000
square feet of working space and “a
good bit of the contents” of those
hothouses.

He said his property insurance
with Florists’ Mutual Insurance Co.
in Edwardsville, Ill. would not be

enough to cover the loss.

Elena caused minimal damage to
oil drilling rigs, which had been hit
hard in 1965 by Hurricane Betsy.
The losses were averted because
most of the drilling activity in the
Gulf Coast takes place just west of
where Elena hit the hardest.

“Elena didn’t cause much dam-
age to the offshore facilities—she
was just in the wrong place,” said
Greg Gant, vp of Matthews-Daniel
Co., a Houston-based marine sur-
veying and adjusting firm.

However, Mr. Gant noted that if
Elena had veered west, into the
shallower waters of Vermilion Bay,
for example, the results could have
been “disastrous.”

In this area, near the Sabine River
at the Texas-Louisiana border, many
rigs are moored very close to each
other. If only one had been ripped
free by the heavy winds, it could
have smashed into neighboring rigs
and caused substantial damage, said
Richard H. Moscicki, director of risk
management at The Western Co. of
North America, a Fort Worth drilling
operator.

The only incident of which drill-
ers were aware last week involved
a deep water, semisubmersible
floating rig owned by Zapata Corp.
in Houston. At the time Elena hit,
Exxon USA had contracted for the
use of the Zapata Yorktown for oil
and gas exploration near Panama
City, Fla,

When it was notified of the
storm’s approach, Zapata ceased
operations on the vessel, evacuated
the 60-man crew and secured the
rig, following usual procedure, a
Zapata spokeswoman said.

However, anchoring cables ap-
parently came loose during the
storm’s high winds, estimated at up
to 100 mph, and the Zapata York-
town was blown about 14 miles
away, Despite the mishap, though,
preliminary reports indicate that
the rig is in “excellent condition,”
according to the spokeswoman.

The company last week was in-
vestigating ways the rig could be
returned to its site.

The spokeswoman described the
incident as “insignificant” and de-
clined to speculate about what
would have happened if the rig had
been lost or destroyed by the storm.

“Just to be on the safe side,” Za-
pata had evacuated and secured
several other drilling rigs off the
Louisiana and Texas coasts, accord-
ing to the spokeswoman, who said
none of those rigs had suffered any

damage from the storm. Zapata op-
erates about 10 drilling rigs in the
Gulf of Mexico.

The Western Co. also “wasn't
going to take any chances,” Mr.
Moscicki said. The drilling firm
evacuated about five semisubmer-
sible offshore rigs that were operat-
ing between Louisiana and the
coast of eastern Texas,

Houston-based Global Marine
Inc., whose rigs are concentrated
off the Texas coast, evacuated and
secured the rig it operates off Flor-
ida. None of the company'’s rigs was
damaged, said Ronald C. Baron,
director of risk management.

“We're fortunate. I think you'll
find most people with drilling oper-
ations offshore Texas felt almost no
impact at all from Elena,” he said.

The floating semisubmersible
rigs in the Gulf of Mexico carry a
replacement value of between $60
million and $100 million, depend-
ing on their design, according to
marine insurance sources.

The oil and drilling companies
were first alerted to the storm Aug.
29, when the National Hurricane
Center in Miami issued a hurricane
watch for the north central Gulf
area, stretching from eastern Loui-
siana to western Florida.

Many drilling firms that eva-
cuated and secured their rigs after
that notice didn’t put the rigs back
to work the following Monday, as
they probably would have in any
other week, because of the Labor
Day holiday.

“If it hadn’t been for the Labor
Day holiday, more damage might
have occurred,” speculated William
G. Sherar Jr, account manager at
specialty broker Sherar Cook &
Gardner Inc. in Metairie, La. He said
the broker had not been notified of
any claims last week.

Business interruption insurance
typically does not come into play
when weather forces a short, tem-
porary work stoppage, observers say.
The drilling firms are most often paid
by the oil companies on a per-day
basis that might range from $10,000-
$30,000 daily, which is absorbed by
either the oil company or the drilling
firm, depending on the contract
terms.

®

Information for this story was con-
tributed by New York Bureau Chief
Douglas McLeod, Associate Editor
Michael Bradford in New York, As-
sociate Editor Steve Taravella in
Los Angeles and London Editor
Stacy Shapiro.
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Continued from page 1

Coast oil terminal operators on
whether to initiate captive feasibil-
ity studies.

Both groups have held meetings
with consultants and brokers and
are expected to decide shortly
whether they will proceed with the
studies.

® A conference sponsored last
month by the Chemical Manufac-
turers Assn. during which chemical
company officials explored alterna-
tives to commercial insurance,
especially for sudden and acciden-
tal pollution risks.

Donald D. Evans, the CMA's
deputy general counsel, says the as-
sociation’s staff decided to hold the
conference after a number of CMA
member companies reported they
were having difficulty buying
many types of insurance, including
workers compensation and sudden
and accidental pollution coverage.

While chemical companies are
not required by law to buy sudden
and accidental pollution insurance,
most say such coverage is necessary
to protect corporate assets in the
event of an accidental release of

chemicals or wastes, like last year's
toxic gas leak at the Union Carbide
Corp. plant in Bhopal, India.

Brokers and risk management
consultants also report an increase
in the number of requests for en-
vironmental audits, which review
the types of environmental expo-
sures faced by a company.

The audits are used by risk man-
agers either to beef up their loss-
control programs or to get a better
handle on their pollution exposures
in cases where companies have
been forced to self-insure their pol-
lution risks.

“We are now seeing a lot of re-
quests for environmental audits
coming from the risk manager,
seeking to use the information for
risk evaluation and possible loss
control, rather than from the en-
vironmental department seeking
insurance,” explains Lynne M.
Miller, president of Risk Science
International, a Washington-based
environmental risk management
consulting unit of Frank B. Hall &
Co. Inc.

The result has been “a big surge
of activity in the risk assessment
business,” Ms. Miller says.

Margaret W. Tiller, president of

[insuraneo services guide]

INSURANCE/REINSURANCE
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the newly formed Tiller Consulting
Group Inc. in Corona del Mar,
Calif., says she is working 12-hour
days to keep up with all the busi-
ness being offered to the firm,
which specializes in environmental
risk assessment and actuarial work.

“Companies are beginning to re-
alize that since they can't get (pol-
lution liability) insurance, they had
better pay more attention to loss
control than they have in the past,”
she says.

Ms. Tiller also reports that risk
managers, rather than corporate
environmental staffers, now are re-
questing environmental audits.

However, consultants say the
road to finding coverage for pollu-
tion liability exposures will be a
long and difficult one, because the
list of alternatives to the commer-
cial insurance market is short.

“It’s not like a casualty program,
where you've got a wide range of
alternatives available” like retro-
spectively rated programs and
other cash-flow devices, explains
James B. Davis, chairman and
chief executive officer of Corroon
& Black's Advanced Risk Manage-
ment Services division in Nash-
ville, Tenn.

“Essentially, you've got self-in-
surance or a captive,” says Mr.
Davis, who is working with the
utility and oil terminal operators’
groups on their captive studies.

But both options share one major
disadvantage, Mr. Davis and other
consultants point out: Pollution lia-
bility by its very nature is a cata-
strophic risk, and neither self-in-
surance nor a single-parent captive
is likely to provide the spread of
risk needed to absorb catastrophic
losses.

A group or association captive
provides the best solution to the
pollution insurance crunch, many
consultants say.

An association captive provides a
better spread of risk and may offer
easier access to the reinsurance
market, consultants say, though
finding reinsurance support for
even an association captive is likely
to be very difficult.

“Reinsurance is a pipe dream,"”
maintains Mr. Davis, pointing out
“there's no conventional market
because of the lack of reinsurance
support.”

Doug Hoffman, a vp with Til-
linghast, Nelson & Warren Inc. in
Darien, Conn,, is more hopeful. “I'd
say there are pockets of (reinsur-
ance) capacity out there,” although
he added that capacity is very lim-
ited.

Mr. Hoffman has been working
with the National Solid Wastes
Management Assn. and the Haz-
ardous Waste Treatment Council
on their captive feasibility studies.

Both Mr. Davis and Mr. Hoffman
say that without reinsurance, an
association captive probably would
be able to offer only limited capac-
ity.
“If no reinsurance capacity is
available, it would be very difficult
to set up a captive to underwrite a
significant portion of the risk and
maintain viability,” Mr. Hoffman
says.

“The catastrophic exposure is
really there,” says Mr. Davis. “You
just have to hope you pump enough
money into the thing before a cata-
strophic loss occurs so the money is
there.”

Hartford is latest EIL dropout

HARTFORD, Conn.—Hartford Insurance Group is the latest in-
surer to drop out of the dwindling market for environmental im-

pairment liability insurance.

In addition, two other EIL insurance markets say they have sub-
stantially reduced the policy limits they offer.

Hartford stopped underwriting EIL insurance on June 1, accord-
ing to a Hartford spokesman, who said the insurer could not “satis-
factorily structure its reinsurance arrangements for the coverage.”

The Hartford program previously had offered limits of $9.5 mil-
lion per occurrence/$9.5 million annual aggregate. However, Hart-
ford would write EIL policies only for clients that purchased other

types of coverage from it.

Meanwhile, Swett & Crawford Management Co. Litd. and Travel-
ers Indemnity Co. say they have reduced the EIL limits they offer.
Both markets say a lack of reinsurance forced the reduction in

limits.

Swett & Crawford, a subsidiary of The St. Paul Cos. Inc., an-
nounced last month that it would only be able to offer EIL policy
limits of $1 million per occurrence and $1 million annual aggregate.
Previously, Swett & Crawford had offered limits of $6 million/$6

million.

Swett & Crawford also made a number of changes in its policy
form, eliminating coverage for punitive damages and including de-

fense costs within policy limits.

The Swett & Crawford coverage is written by St. Paul Surplus

Lines Insurance Co.

Travelers Indemnity Co. says it now is offering EIL limits of $1
million/$2 million. Previously the insurer, which writes only for
clients that purchase other types of coverage from it, had offered
EIL limits of $10 million/$10 million.

Besides Swett & Crawford and Travelers, the other active EIL
markets are the Pollution Liability Insurance Assn., a pool that
offers limits of $6 million/$9.5 million, and American International
Group Inc,, which provides limits of $10 million/$10 million.

Yet, consultants say membership
in an association captive, even if it
lacks reinsurance support, is a bet-
ter alternative than going bare,
particularly for smaller companies.

Mac Snow, a senior vp and direc-
tor with American Risk Manage-
ment Inc. of Fort Lee, N.J., says
that small companies would benefit
most from participation in an asso-
ciation captive “because they could
be wiped out by a single environ-
mental loss."

Mr. Snow, who worked with the
National Solid Wastes Management
Assn. on its captive feasibility
study, says that larger companies
also can tap a group captive to pro-
vide excess coverage over a self-in-
sured retention.

“Even if you’re a fairly good-
sized business, if the option is going
bare and running the risk alone, a
pooling mechanism may look good
to you,” Mr. Davis says.

Mr. Hoffman says that the key
to making an association captive
work is to have broad participa-
tion by members and to ade-
quately price the pollution cover-
age.

“The key to all these studies is
the fact that these groups know
themselves better (than a commer-
cial insurer) and can set up better
controls to reduce the potential for
losses,” Mr. Hoffman says.

Consultants and brokers agree
that companies often will only con-
sider an association captive when
there are no other alternatives.

“Often it takes a crisis for mem-
bers to wake up to the fact that this
is a real alternative,” Mr. Hoffman
maintains.

Whether members of the Na-
tional Solid Waste Management
Assn. feel they have reached that
crisis stage will be tested soon,
explains Bruce J. Parker, counsel
for this association of hazardous-
waste-disposal firms.

Mr. Parker says that the
NSWMA is nearly finished with
work on a captive program that
would provide members with en-
vironmental impairment liability
insurance. But the association
members, by their participation,
will determine whether the pro-
gram gets off the ground.

Mr. Parker wouldn't comment
on details of the program.

NSWMA members, like all haz-
ardous-waste disposal firms, are
facing a congressionally imposed
Nov. 8 deadline by which they
must meet financial responsiblity
requirments set forth by the Re-
source Conservation and Recovery
Act or shut down.

Those requirements require com-
panies that dispose of hazardous
waste to have EIL insurance with
minimum limits of $3 million per
occurrence and $6 million annual
aggregate.

Although all hazardous-waste
disposal firms were supposed to
meet the requirements earlier this
year, the U.S. Environmental Pro-
tection Agency announced earlier
this year that it would not enforce
the requirements if companies
made a “good-faith” effort to obtain
EIL coverage. However, by law,
EPA must enforce the regulations
after Nov. 8.

Mr. Parker says that the
NSWMA's program should be
ready by early 1986 but not by the
Nov. 8 deadline. But, he adds that
he expects the EPA would take into
consideration the efforts of the as-
sociation's members to set up a cap-
tive in any enforcement action.

The EPA said last month that it
is considering changing or sus-
pending the requirements prior to
the Nov. 8 deadline, partly because
so many companies cannot obtain
EIL insurance to meet the financial
responsibility requirements (BI,
Aug. 26). ]

NCCI names Appel, Camilleri as new vps

NEW YORK—David Appel and Michael Camilleri
are now vps with the National Council on Compensa-
tion Insurance, a workers compensation ratemaking
and research organization based in New York.

As vp of economic and social research, Mr. Appel is
responsible for planning, evaluating and disseminating
economic research projects, as well as acting as the
NCCI liaison with various government agencies.

Mr. Appel has an undergraduate degree in economics
from Brooklyn College and a master's degree and a
doctorate in economics from Rutgers University.

He is co-editor and contributor to the recently pub-
lished book, “Workers Compensation Benefits—Ade-

quacy, Equity and Efficiency.”

filing programs.

Mr. Camilleri, in his new position as vp of national
affairs, will develop government, consumer and indus-
try programs and monitor all legislation affecting
workers comp insurance. Specifically, he will establish
and develop NCCI policy and relations with national
industry groups, coordinate activity between the NCCI
and insurance trade associations, act as liaison between
the NCCI and independent rating organizations and
agents' associations and help develop NCCI national

Mr. Camilleri has an English degree from Long Is-
land University and a law degree from Fordham Uni-
versity Law School in New York. He also serves as an

arbitrator for the Civil Court of the city of New York. m
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The Business Insurance stock index inched up
slightly during the most recent trading period,
posting a gain for the fourth consecutive week.
The Blindex closed at 389.0 points for the pe-
riod ending Sept. 4, up 0.4 points from 368.6
points on Aug. 28. A total of 22 stocks posted
gains, 28 stocks declined and seven stocks
were unchanged. The biggest gains for the pe-
riod were posted by Anece Reinsurance Co.
Ltd., up 20%; W.R. Berkley Corp., up 8.5%:
American Heritage Life Investment Corp., up
8.4%; Washington National Corp., up 4.2%; and
CNA Financlal Corp., up 3.0%. The biggest
losses were by Tokio Marine & Fire Insurance
Lid., down 7.3%; Mission Insurance Group Inc.,
down 4.2%; Northwestern National Life Insur-
ance Co., down 4.0%; Crown Life Insurance Co.,
down 3.6%; and Aetna Life & Casualty Co.,
down 3.3%. The Business Insurance index rose
0.1% for the period. However, the New York
Stock Exchange composite declined 0.7%, the
Standard and Poor’s 500 index declined 0.8%
and the Dow Jones 30 Industrials average
dropped 0.3%.

British Issues
1 Week

3 Sept Price P/E Div. Yield High—Low
Companies pence pence % pencepence
CommiUnion 221 NM 169 76 227—221
GonlAccident 628 349 300 48 628615
GdnRoyalExch 730 521 400 55 740—7%0
Royal 657 821 3BO 53 662647
Sun Allance 497 1990 243 48 S0B—42
Brokers
CE Heath 648 86 375 58 B48—6%
HoggRobinson 288 120 143 50 280285
JH Minat 25 114 110 54 205201
Sedp Grp 48 153 178 44 403390
StewWrightson 660 129 314 48  650—644
Wiils Faber 713 183 28 32 T13-6m
Source: Philip Olsen/Alan Clifton, Inaurance Industry

Specialists Kitcat & Ajtken Stockbrokers,

London

Reserve problems show
despite insurers’

By MYRON M. PICOULT
Special to Business Insurance

IN MANY WAYS, property/casualty insur-
ers’ second-quarter earnings and under-
writing results were anticlimactic, given the
superb performance of the insurers’ stocks
since the beginning of the year that was
buoyed in part by the anticipation of a strong
earnings recovery.

However, there are several points worth
noting.

The fragile state of the
industry’s reserves was"
once again in the spotlight
as Fireman's Fund Insur-
ance Cos. coughed up an
additional $187 million to
be added to reserves dur-
ing the second quarter.

Investors should not lose
sight of the fact that, for
the most part, all prop-
erty/casualty insurers
play in the same bathtub
with the same set of rubber ducks. Hence, it
is fallacious to assume that when one player
runs “a-fowl of the standards” it is an anom-
aly.

As we have stated many times in the past,
the industry's reserve position has been com-
promised. The debate is about just how
quickly or over how long a period of time the
rebuilding process will take place.

Premium growth continues to improve.
However, given the magnitude of rate relief
being gained, particularly in the commercial
insurance market, one would have expected
still stronger average gains.

One theory is that the rate of premium in-
crease is being constrained by some com-
panies that are still holding back on growth
in the belief that rates will be more adequate
as the year progresses. In other instances,
there is still evidence that some underwriters
continue to reduce unit exposure.

Another factor that has not been discussed
extensively is the inability of direct insurers
to secure sufficient reinsurance coverages,

Mr. Picoult

Myron M. Picoult is senior vp and senior in-
surance analyst with Oppenheimer & Co. in
New York. He is the past president of the
Assn. of Insurance & Financial Anglysts and
a member of the New York Society of Secu-
rity Analysts. His column usually appears the
last Monday of every month.

which has curtailed their ability to write cer-
tain lines and amounts of exposure.

This latter point raises another interesting
question: Just how quickly are we likely to
see the major underwriters return to the well
for additional capital?

It is quite obvious at this time that many
companies felt that the prices of their stocks
were higher than they had expected them to
be and they took advantage of the window in
the stock and bond markets.

The query was answered last month with
the announcement from Travelers Corp. of
the filing of an offering of 3.9 million com-
mon shares and the offering by USF&G
Corp. of 2.875 million common shares.

USF&G indicated that the money was ear-
marked for its property/casualty operation
while Travelers’ management indicated that
the funds are to be used in the life/pension
area.

While we have no reason not to believe
that is where Travelers will use the funds,
one must keep in mind that once the funds go
through the front door, no one on the outside
really knows where they will surface.

While we are not surprised that we are
seeing some companies return to the market
for capital, it is sooner than expected. We
surmise that some managements may be con-
cerned about the market window closing and
the prospective offering of a portion of Fire-
man’s Fund by American Express Co., which
may drain funds out of the market.

Our data base, which normally includes 19
of the major publicly held companies and ac-
counts for about 47% of the total premiums
for the stock segment of the industry, is
somewhat incomplete due to lack of compre-
hensive data for Fireman's Fund and The
Home Insurance Group,

Nevertheless, our survey for the three
months ended June 30, 1985, showed the fol-
lowing:

e Net premiums written rose approxi-
mately 23.5%. Excluding Kemper Group be-
cause of last year's pooling change, the aver-
age gain was 26%. Six underwriters were
above the average, nine companies’ premium
increases were below the average and two in-
surers, Kemper and Crum & Forster, re-
ported that net premiums declined in the sec-
ond quarter,

The sharpest gain recorded to date was
American International Group Inc., with a
64.6% jump in net written premiums. Com-
panies reporting single-digit increases in-
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Marsh & Mclennan Cos Inc NYSE  &69.88 =1.1 17.5 2.40
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Reed Stenhouse Cos Ltd ()14 21.88 -0.6 28.4 0.00
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CHA Finl Cora (CNK) NYSE 55.00 3.0 19.0 0.00
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Amern Heritage Life Invt Co NYSE 35,38 6.4 10.3 1.20
American Indty Finl Corp oTC 19:50 =2.5 0.0 1.2
American Intl Group inc NYSE  85.75 -1.9 22.7 0.44
Aneco Reins Ltd aTc 1.50 200 0.0 0.00
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gains

cluded CIGNA Corp. and Continental Corp.

® Pretax net investment income increased
10.7%. Although cash flows are improving
and emphasis continues on taxable instru-
ments, reinvestment rates compared with a
year ago are down. Ten underwriters' invest-
ment income were above the average, four
were in the negative category and three were
below,

® The combined ratio, after policyholder
dividends, again declined to an average of
115.1% from 118.8%. The bulk of the im-
provement was centered in the expense ratio,
although the loss ratio was pared 0.9%. Nine
companies were above the average and nine
were below. None of the majors was below
par, and only GEICO Corp. at 101.8% was in
striking distance.

® Premium-to-surplus and reserves-to-
surplus ratios appear to have improved
slightly between the end of the second and
first quarters of 1985. The ratios obvicusly
were affected by the capital infusions of re-
cent stock and bond offerings.

@ Total loss reserves rose 12.1%, a little
below the firsi-quarter increments. However,
inclusion of the Fireman's Fund and Home
numbers may alter the averages some, Paid
losses returned to a more normal level, mov-
ing up 10.5%. While a somewhat better job is
being done on current reserves, past defi-
ciencies still have to be addressed.

® Finally, property/casualty earnings im-
proved. Averages are not meaningful here
because many entities went from a loss posi-
tion to a profit or to a somewhat better profit
vs. a negligible gain in the comparable year-
earlier period.

Factors to watch over the next few months
are actual renewal prices and the trends in
the reinsurance marketplace—specifically,
how much more difficult that market will
become,

With respect to property/casualty earn-
ings, analytical emphasis should be placed on
the quality of the earnings as opposed to the
quantity. a

SAFECO Corp.

SAFECO Corp. announced that it intends
to file a registration statement with the Se-
curities and Exchange Commission relating
to an offering of $200 million of 10-year debt
securities.

A portion of the offering will be used to
purchase more than 3.4 million shares of
SAFECO common stock at market from Lin-
coln National Life Insurance Co. The stock
represents about 9.5% of SAFECO's outstand-
ing common shares.

In addition, SAFECO has announced a div-
idend of 40 cents per share on the company’s
common stock, payable Oect, 28 to sharehold-
ers of record Oct. 11.

The Home Group

The Home Group Inc., which was spun off
from City Investing Corp. earlier this year,
has begun trading on the American Stock
Exchange.

City Investing shareholders of record on
July 31 received one share of The Home
Group on Sept. 3 for each share of City In-
vesting held.

NAC Re Corp.

New York-based NAC Re Corp., a holding
company formed to own the common stock
of North American Co. for Property & Casu-
alty Insurance, has announced the filing with
the Securities and Exchange Commission of
an initial public offering of 2.2 million shares
of common stock.

In addition, the company will also allow
underwriters an option to purchase up to
330,000 additional common shares to cover
over-allotments, if any.

Dillon, Read & Co. Inc., The First Boston
Corp. and Oppenheimer & Co. Inc. will man-
age the underwriting.

Substantially all of the net proceeds from
the offering will be contributed to the capital
of North American Co. for Property & Casu-
alty Insurance to support premium growth
and for general corporate purposes, "
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. . When lt comes o
administering insurance programs,

were flexible.

Whether your business requires
complete insurance services or just
one feature of a service, AMSERCO
can give you what you're looking for.
We offer claim and loss control
services, claim administration
auditing, classification auditing,
and computer reporting services.
Each of these services is composed
of various features, giving you the
freedom to choose only those that
are right for you. What'’s more, we'll
work with you to create new features

SERVICE

to fit your special needs.

Backed by nearly 100 years
of liability insurance experience,
AMSERCO is in a unique position to
help identify your needs and create
programs to meet them.

If you're a self-insuring company,
captive, reciprocal, or insurance
company, call collect: Carl DeFranco,
Insurance Services Manager, at (617)
245-6000. You'll find that when it
comes to administering insurance
programs, we're flexible.

CORPORATION

Wakefield, MA 01880

INSURANCE SERVICES




