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Whatmakes
one broker'sworld
tick better than
anotherk for you?

MEMBER

NATIONAL
ASSOCIATION

OFINSURANCE
BROKERS

"

The Johnson & Higgins international network differs impressively
from that of any other insurance broker.

As the most experienced U.S. broker on the world scene, we
learned long ago that there is no single best answer to mastering
risk management conditions in different nations. And that a network
in command everywhere simply cannot be built overnight.

Where we found brokers of quality-as in most of Europe, for
instance-we enlisted the outstanding firm in each country as our
exclusive working partner. Where we didn't, we opened our own
offices. (We created the first J&H office overseas in 1924.)

Today a combined staff of over 7000 people overseas is ready
to serve your international risk management needs. More than a
thousand are our own employees.

The J&H network delivers the flexibility of the best /oca/ thinking
with the maximum in g/oba/ coordination. And that's why we are the
primary international broker for 30 of the top 100 U.S. multinationals
and why 25 more have us on their team.

Johnson@«iggins
The Private Insurance Broker.

Thinking in a different dimension.

RISK AND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD.
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Third DES maker asks

court for Keene ruling
WASHINGTON-Another manufacturer

of the anti-miscarriage drug DES is asking a
federal court to grant it the broadest possi-
ble interpretation of insurance coverage for
long-latent disease claims.

Abbott Laboratories of North Chicago,
Ill., is asking a U.S. District Court in Wash-
ington to decide how its primary insurer

Continued on next page
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Colorado regulator seeks law
to reverse IRS captive rule

By RHONDA L. RUNDLE

DENVER-Colorado Insurance Com-

missioner J. Richard Barnes will bypass
the Internal Revenue Service and ask

Congress to permit tax deductions for
premiums paid to a captive insurance
company.

The Colorado Insurance Department
is drafting a bill to win the same tax
treatment for premiums paid to a cap-
tive as for premiums paid to a commer-
cial insurer if there is equivalent regula-
tion of the risk-bearing companies, Mr.
Barnes told Business Insurance during a
recent interview.

He expects the bill to be drafted
within the next 60 days and then will
start to lobby Capitol Hill for congres-
sional support.

"I recently had a call from a senator
-not from Colorado-who offered to

co-sponsor our bill," Mr. Barnes re-

CAPTIVE REPORT
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ported. He said that seven representa-
tives and four senators have indicated

willingness to support the measure.
"Of course, there's a practical prob-

lem," he adds. "After the elections this
fall, some of those supporters may not
be re-elected." Other legislative priori-
ties may delay action on the bill until
1983, he concedes.

If the proposal were to pass in its
present form, it would give the Rocky
Mountain state a formidable edge over
other captive domiciles because Colo-
rado is the only captive home that ful-
fills the requirement of equal regulation
for commercial and captive insurers.

Mr. Barnes has insisted for years that
tough regulation of Colorado captives
preserves an "arm's length" relationship
between the parent corporation or asso-
ciation and its insurance subsidiary.
This separation justifies treatment of
premiums paid to a Colorado captive as

The combination of sea, sun, sand and is-
land beauty creates serene settings for off-

shore insurance centers. Don't let the ambience

fool you. In quaint office buildings on palm-
tree lined streets. there is plenty of insur

ance business being conducted.
In the annual Captives/Offshore
special issue, Business Insurance

takes you to Bermuda, Cayman,
The Bahamas and Guernsey
where captive managers and
fledgling insurance markets com-
pete for business.

Developments in the mainland
United States captive centers also are re-
ported, beginning on page 70.

a tax deductible expense, he argues.
But the Internal Revenue Service

does not agree. Its agents have chal-
lenged deductions claimed by at least
five parent corporations for premiums
paid to a Colorado captive (see story
page 70). Only the IRS knows how
many other captive parents may be de-
fending such deductions because many
corporations refuse to publicly discuss
tax policy.

An IRS spokesperson told Business
Insurance in January 1978 that the logic
of Revenue Ruling 77-316, which disal-
lows deductions for premiums paid to
offshore captives, would apply equally
to domestic captives (BI, Jan. 9, 1978;
Oct. 1, 1979).

An adhoc group called the Loss Re-
serve Deduction Committee, supported
by the Captive Insurance Cos. Assn., the
Risk & Insurance Management Society
and the National Assn. of Insurance

Brokers, has its own bill to permit tax
breaks for both premiums paid to cap-
tives and self-insured reserves (BI, Oct.
12,19811.

Plans to introduce the measure late

last year were scuttled because of strong
congressional opposition to new laws
that might reduce tax revenues and
thereby increase the burgeoning federal
budget deficit. Mr. Barnes' proposal, al-
though narrower in scope than the Loss
Reserve Deduction Committee's bill,
will have to clear similar hurdles in

Congress.
"No one said it would be easy," he

says. But despite many competing de-
mands on his time, he says he is strongly
committed to federal legislation and
will work hard to achieve it.

Entire contents copyright 1982 by

Crain Communkations Inc. All rights reserved.

PBGC rates

could balloon,
report says

By JERRY GEISEL

WASHINGTON-The 131% premium increase the
Pension Benefit Guaranty Corp. wants to lay on single
employers in the next year for pension termination in-
surance could be just a taste of what's ahead.

The request, which still must be approved by Con-
gress, would raise premiums to $6 per plan participant
from $2.60 next Jan. 1. But, additional increases to as
much as $10 to $20 per plan participant-or in a worst-
case scenario, $40 to $80 per participant-could be down
the road if large corporations with big pension liabilities
collapse.

An internal PBGC report obtained by Business In-
surance points out that the requested 131% hike would
not be enough to cover pension benefits the agency
would have to pay if a large corporation went under,
leaving behind unfunded pension benefits. And with
the nation's shaky economy, the closing of businesses is
much more than a far-fetched possibility.

The premiums are used by the PBGC to cover the
cost of guaranteeing most of the vested benefits of
workers whose companies' pension plans fold with in-
sufficient assets to pay promised benefits.

"The premium increase being requested is not in-
tended to create a reserve or surplus for extraordinarily
large claims," the report said. "An additional premium
to cover these potential extraordinarily large claims
only (will) be requested when the claims are incurred,"
according to a staff recommendation.

The agency would have to go back to Congress to
seek another premium increase to pay for a large claim,
according to the report entitled "Premium Require-
ments for the Single-Employer Basic Benefits Insur-
ance Program."

And the size of future premium hikes could make the
current 131% proposal appear modest.

"If you think $6 is a lot...wait until you see what
happens if Chrysler or International Harvester fails,"
said one source.

"This is small potatoes compared with what is blow-
Continued on page 112

NFL faces stri ke threat without coverage
By BILL DENSMORE

NEW YORK-National Football League owners wanted to
buy strike insurance, but their two-minute drill failed.

Now, the NFL Management Council, a mutual bargaining
arm of the 28 club owners, is punting wkh a $150 million line
of bank credit to cover losses if players walk out when the
present five-year contract expires July 15.

As early as 1980, before fears of a baseball strike dried up
the market, NFL club owners may have been offered insur-
ance coverage against a potential strike by players this com-
ing season, Business Insurance has learned.

However, Vince H. Lombardi, one of the National Football
League Management Council's negotiators, would not con-
firm reports that the NFL turned down the coverage offer
because the premium was too high.

"We don't have it. We tried and we don't have it. That's all

there is to it," Mr. Lombardi says.
Edward A. Dipple, president of the Woburn, Mass.,-based

underwriting facility of Lockwood, Dipple & Green Inc., tells
a somewhat different story.

He recalls that after he and Reed Stenhouse's Kansas City
office arranged strike coverage for the major league baseball
club owners "we got asked by the NFL to look at them, too."

His firm had the strike insurance available, but the NFL
broke off talks and switched the pursuit of coverage to broker

Marsh & McLennan Inc., he says.
By the time M&M began marketing the coverage in Decem-

ber 1980, there already was talk of a baseball strike, he adds.
"They decided to go to Marsh & Mac and Marsh & Mac

came up empty," he recalls.'Then last March they came to us
again and we said, 'Sorry guys, you're too late. You should
have asked us three months ago when we offered you the
coverage.'"

Mr. Lombardi says Mr. Dipple's recollection is not comple-
tely accurate. He says the NFL was never offered a "sign on
the dotted line, write us a check and its covered" proposi-
tion."

He adds: "The only people we ever dealt with and through
was Marsh & McLennan."

Mr. Lombardi wouldn't elaborate "as long as,contract nego-
tiations are pending."

The NFL's strike insurance experience adds one more
chapter to the history of this controversial type of insurance
which has been marketed with varying degrees of success
since as early as 1939.

The insurance underwritten for the baseball club owners

that covered last summer's strike started paying losses after
153 games went unplayed, or when the owners had lost about
$15 million.

The underwriters then began paying the central fund
$100,000 for each unplayed game-$50,000 per team-up to

the $50 million limit of the pri-

mary policy and its two excess <layers.
The $46.8 million total

claim paid (on a premium 4.

of just $3.25 million),
dashed any interest 
among brokers and .
underwriters in Lon-

don and the United

States in underwriting -7/
sports strike risks for those 4
on either side of the bargaining ,
table.

And they're pretty nervous about un-
derwriting any strike coverage, although a
few may have done so, Business Insurance
has learned.

"I would think that as a result of the -

baseball situation, the London market
would be very sensitive to writing any similar
coverage," says Robin 0. Lewin, a director of
Blackwall, Green Ltd. of London, which sub-
brokered the baseball coverage. "It would be
very difficult to find interest.

Continued on page 109



- update: N.Y may take $394 million
DES maker wants Keene ruling
Conttnued fron premous page
should pay claims for injuries allegedly caused by DES.

from four insurance funds
The suit filed against Aetna Casualty & Surety Co comes on the

heels of similar suits filed within the last six weeks in the same By BILL DENSMORE the transfer They are a hospital, a non-profit safety

court by two other DES manufacturers, Eli Lilly & Co of Indianap- league and a private employer, all based in New York

olis and E R Squibb & Sons in Princeton, N J (BI, March 22) ALBANY, N.Y -Employers are suing to stop finan- City where the suit was filed in state court
All the suits want the court to apply the District of Columbia cially strapped New York state from raiding four state "This fund is not state money," argues Robert B. Da-

Court of Appeal's landmark Keene asbestos decision that says all of insurance funds for $394 million to cover state ex- vidson, a partner in the New York office of the law
a manufacturer's insurers from the time a claimant is exposed to penses firm of Baker & McKenzie "It is made up of premiums

asbestos through diagnosis of an injury are liable for damages paid Legislation signed April 12 by Gov Hugh Carey and interest payments and the taking of it is a taking
to claimants (BI, Oct 12, 1981) orders officials in charge of the four funds to deposit without Just compensation. The assets are owned by the

the money in the state's general fund by March 1, 1983 employers "

Stouffer's conviction thrown out The largest portion of money-$190 million-is to A trio of insurance lobbying groups also has obtained
come from the state's workers compensation fund, the counsel of a prestigious New York law firm to fight

NEW YORK-A Westchester County Judge, citing a lack of evi-  which insures 144,000 of the state's employers the four transfers in court They argue the transfers

dence, has thrown out the arson and murder convictions against The state is not promising to pay the money back would violate the laws that established the funds and
former busboy Luis Marin, found guilty of setting the December Gov Carey vetoed an appropriation to replenish those even could Jeopardize their solvency
1980 fire that killed 26 people at the Westchester Stouffer's Inn four trusts at some time in the future The appropria- Gov Carey says that although he wants to tap just

Westchester County District Attorney Carl Vergari says he will tion had been termed the state's "IOU" to the four two of the four funds for $177 million, he is willing to
appeal the ruling in which Judge Lawrence Martin said the }ury funds. dip into the same two funds for another $95 million if

"evidently lost sight of where the burden of proof was" Within 24 hours of the governor's action, three em- the Legislature wants to spend the money on local aid
ployers who buy workers compensation insurance from Gov Carey says he wants $140 million from the State

Court to review pregnancy case the State Insurance Fund began legal action to block Continued on page 111

RICHMOND, Va -Employers who say the Pregnancy Discrimi-

fits for spouses of male employees will get another chance to prove
Settlement

....-I'll. 

nation Act doesn't require them to offer equitable pregnancy bene-

their case

The full 4th U S Circuit Court of Appeals last week agreed to could pay Underinsured city
review a January decision by a three-Judge appeals panel upholding
the Equal Employment Opportunity Commission's position that the
1978 law mandates equal pregnancy benefits for spouses under $26.5 million
group insurance programs (BI, Feb 1) faces bankruptcy

By STEVE SHERWOOD

Hollywood library not insured By STEVE SHERWOOD
BEAUMONT, Texas-Two

HOLLYWOOD, Calif.-The Hollywood regional branch library, motor carrier insurers have agreed SOUTH TUCSON, Ariz -South Tucson is at the end of the road in

which was destroyed by arson last week, was not insured, reports to a structured settlement that ulti- its legal fight for relief from a liability judgment that exceeds the
Edward H. Kossart, risk manager for the city of Los Angeles mately could pay $26.5 million to small city's annual budget by almost $1 million

Officials estimate the replacement cost at between $3 3 million the survivors of a potential world- And the bill collector is at the door demanding it tax its 7,500

and $38 million for the building, books and other contents that class marathon runner killed in a residents to pay up a $36 million damage award The city is Stlll

burned Part of the library's theater arts collection lS 1rreplaceable, car-truck wreck hoping for a compromise with the plaintiff, but if that fails the only
including out-of-print books, periodicals and theater programs The settlement in the accident alternative is bankruptcy-or money from heaven

Mr Kossart said he is currently studying alternatives to the city's involving runner Barbara N South Tucson was drastically underinsured when one of its offi-

fully self-insured property and liability programs McWhorter and her family came cers accidentally shot Tucson policeman Roy Garcia during a mutual
April 12, hours before a $252 mil- aid response to an Oct. 11, 1978, shootout in South Tucson

1 Newspaper settles libel suit lion lawsuit against the trucking At the time, Jefferson Insurance Co of New York underwrote the
firms and truck drivers involved in city's $100,000 police

ALTON, Ill -The Alton Evening Telegraph has made a tentative the wreck was to begm in US Dis- liability policy. Since

agreement to settle a record $9.2 million libel judgment against it trict Court here the incident, South

without relinquishing present ownership Carriers Insurance Co of Des Tucson has increased

The newspaper, which filed for reorganization under bankruptcy Moines, Iowa, and Excalibur Insur- --- its liability coverage
-

laws last year in the face of the award, had lost its latest appeal of ance Co of Carrollton, Texas, 1 with $900,000 in ex-

the July 1980 verdict that granted contractor James Green $6 7 mil- wrote motor transport liability pol- cess insurance above

lion in compensatory damages and $25 million in punitive damages icies for Malone Freight Lines Inc a $100,000 self-reten-

for a never-published memo the Telegraph reporters sent to federal of South Birmingham, Ala, and tion. However, this

investigators The memo, Illinois courts ruled, falsely linked Mr Gateway Transponation Co, /4;m_'*immw.,7,K. gJp,ltrizeff-,fi-z- will be of no help m

Green to a crime syndicate (BI, July 21, 1980) whose trucks were involved in the mmr'mit'lit]6*RK;it. paying the Garcia
The Telegraph's attorney, David Sanders, declined to reveal the collision with Mrs McWhorter's 4 M "4 16- judgment.

amount of the settlement but said if it were made public, it would be family car April 17, 1981 3 Attempts to over-

included in the reorganization plan to be reviewed in court April 27 The crash on Interstate 90 in Z turn the Oct 10,1980,

Meanwhile, insurers continue to debate who will provide a man- Utica, N.Y, killed the 36-year-old .--*. -,. - · -- Judgment handed
mum of $2.2 billion in hbel coverage to the newspaper marathon runner of Houston and down in Pima County

her 11-year-old daughter Susan Graphic Jim Bakasetas Superior Court failed

EPA publishes pollution rules Mrs McWhorter's husband Ri- in both the state Court of Appeals and the state Supreme Court.
chard G. McWhorter, 36, suffered Then the U S. Supreme Court refused to review the case.

WASHINGTON-The federal Environmental Protection Agency irreparable brain damage and their Now Mr Garcia's attorney, Richard Grand, has gone back to the

published its long-awaited pollution liability insurance require- two sons were seriously injured county court seeking a special mandate ordering South Tucson to

ments in the Federal Register April 16. Carriers and Excalibur will pay pay his client, if necessary through municipal taxes
Sudden pollution liability insurance will have to be purchased proportionate shares of the "Balance sheets show there would not be sufficient funds to meet

within 60 days Non-sudden pollution liabllity insurance require- McWhorter settlement, which sets the debt even if city property were liquidated," says attorney Lowell

ments will be phased in over 18 months beginning six months after up annuities for the two sons and Rothschild, representing South Tucson He was hired to explore the

the sudden pollution compliance date (BI, April 5) provides for care and treatment of city's option to file for bankruptcy under Chapter 9 of the federal

The regulation also allows self-insurance of pollution risks if the their father. bankruptcy laws, allowing adjustment of municipal debt
company passes a financial strength test. David Sheeran, vp of claims for 44Right now Mr Grand is pressing for payment and South Tucson

On April 7, the EPA published financial responsibility require- Excalibur, says his company will doesn't know what to do," Mr Anderson says "The problem lS, lt 15
ments for closure/post-closure costs at hazardous waste disposal pay $3 million over the next 30 practically bankrupt already It has laid off about half its employees

sites Disposal site owners can fund these costs in one of five ways years on behalf of client Malone and cut back on services

trust fund, bond, letter of credit, insurance or self-insurance Freight Lines Inc. cf South Bir- Continued on page 111

Facilities have until July 6 to comply with the new requirement Continued on page 111

However, no insurer yet offers coverage for closure/post closure
costs

In the meantime, companies that want to insure their clo-
sure/post-closure costs must submit to the EPA by July 6 a state- Florida self-insurers must pay to fund
ment from a qualified insurer indicating it has the company's risk
under consideration. The buyer then has an additional 90 days to By EILEEN NORRIS $100 million a year in workers compensation premi-

secure coverage or select one of the other four funding alternatives. ums, which will generate about $1 million annually for
SARASOTA, Fla -Beginning m September, Florida the guaranty fund.

employers who self-insure their workers compensation Associated Industries of Florida President Jon She-
intex risks will be assessed to get a guaranty fund off the bel said the plan is a compromise that "was forced upon

ground us as a way to retain self-insurance in its present form."
Under legislation recently signed by Gov. Bob Gra- Workers compensation insurers, he said, attempted

BI ticker 113 weekly at 740 Rush St, Chicago, ham, self-insurers must contribute to the fund an to diminish the attraction of self-insurance when the
Classifieds 110 Ill 60611 Second-class postage is amount equal to an estimated 1% of what they would Legislature was studying the state's workers compensa-
Editorial opinions 8 paid at Chicago, Ill, and at addi- have paid annually in the commercial market for tion law back m 1979
Insurance Services guide 111 tional mailing offices Postmaster workers compensation insurance Lobbyists representing self-insured employers

Letters 8 Send address changes to Business The fund, which guarantees injured workers' bene- agreed to create a guaranty fund as a way to preserve
London line 6 Insurance, circulation depart- fits if their employer goes bankrupt, has an aggregate self-insurance and to appease the legislators, who were
Perspectives 61 ment, 740 Rush St, Chicago, Ill , retention of $500,000. concerned about employers leaving workers with un-

Thrift tips 63 60611, 312-649-5221 Copyright In a unique move, Florida will use half of the 1% paid medical claims should an insolvency occur.
Vol 16, No 16-Business Insur- 1982 by Crain Communications assessment to buy $3 million in reinsurance for the Although the 1979 legislation set up the mechanism

ance (ISSN 0007-6864) is published Inc fund's risks Other states have guaranty funds but do for the guaranty fund, it was not implemented until
Cover punung· Stephen Rybka

not reinsure risks now

The 300 self-insured companies in Florida represent Cont:nued on page 112



Dining at RIMS
0-/Soff/7/3,(2.-I

Washington's movers and shakers
recommend their favorite spots

By JERRY GEISEL

WASHINGTON-When Leslie Cheek, vp
of federal affairs at Crum & Forster, wants
to take a high-level government official to
lunch, he goes to Jean-Pierre.

"The ambience is nice, the service is
superb and the menu is very reliable," Mr.
Cheek says of Jean-Pierre, 1835 K St. N.W.

Specialties include rillettes des deux
saumons and lamb fillet with fennel. Prices

range from $7 to $12 for lunch and $13 to $19
for dinner. Major credit cards are accepted.
Reservations are required.

In every major city, a business lunch is a
chance to enjoy good food and a way for
people to get to know each other better in a
relaxed, casual setting.

That's true in Washington, too. But in the
nation's capital, lunch takes on a special
importance. It is where lobbyists, such as Mr.
Cheek, congressional staff members and
regulators can get together to swap ideas and
mend fences.

In between pate de foie gras, the
framework of legislation can be shaped and
regulations hammered out.

Fortunately, there is no shortage of fine
restaurants where Washington's movers and
shakers conduct business.

Risk and benefits managers in town this
week for the annual Risk & Insurance

Management Society Conference might
want to follow some of these leaders in their

choice of dining places. To pave the way,
Business Insurance conducted an informal

survey of some of our most frequent
Washington news sources for their
recommendations.

Even though dining out might not be their
field of expertise, we trust their opinions in
this area, too.

Prices cited for these favorite restaurants

do not include wine, drinks, appetizers or
dessert.

When product liability expert Victor

BI caught Crum & Forster's Leslie Cheek
enjoying lunch at his favorite Washington
restaurant, Jean-Pierre.

5*665*23§5.85>22:4 :<feer'

Reaching the top:
By DONNA LEIGH YANISH

The women's movement has made its

mark on risk management.
There's definitely been an attitude change,

most women risk managers say. The insur-
ance industry is far more accepting of
women in the risk management role than it
was five years ago.

It was five years ago this issue that Busi-
ness Insurance ran its first article on women

in risk management. While that article re-
ported women were making advances in the
profession, there were still barriers to equal-
ity.

Those barriers haven't been dismantled

completely, but they're not as high or as
broad either, industry women say.

Pioneering women in risk management
have proven themselves to be detail-
oriented, a trait important in the position, be-
lieves Doris J. Ramsey, director of risk man-
agement for Rohr Industries Inc. in Chula
Vista, Calif.

That encourages other male managers to
hire women to fill vacancies, she says. "Many
men take pride in saying they're bringing
women in and training them in risk manage-
ment."

Men have told Ms. Ramsey, herself a vet-
eran in the field, that they thought of her
success when deciding to hire a woman to
train in risk management, she notes.

Entry-level positions, however, don't rep-

Schwartz wants to take a Senate committee

staff member to lunch, he goes to La Maree.
"It is small, quiet and intimate," says Mr.

Schwartz of one of Washington's newest and
finest French restaurants at 1919 I St. N.W.

At La Maree, prices for lunch range from
$7 to $13 and dinner runs from $10 to $26.
Major credit cards are accepted and
reservations are mandatory.

If you stop at the Watergate complex in
the 2600 block of Virginia Avenue, you may
see pension expert Dallas Salisbury,
executive director of the Employee Benefit
Research Institute, at his favorite restaurant:
Jean-Louis. ,

"It's an extraordinary restaurant with
exotic food," says Mr. Salisbury. Jean-Louis
is also very expensive-you can spend $65 a
person for dinner-but some say its pastries
are the best anywhere. Prices for lunch
range between $25 and $30.

Jean-Louis honors major credit cards.
Reservations are required.

If you go to Cantina D'Italia, 1214-A 18th
St. N.W., you may spot Peter Turza, a
former Senate committee staff member who

helped write the Multiemployer Pension
Plan Amendments Act of 1980. He's apt to be
enjoying one of restaurant's memorable veal
dishes.

"Everything is excellent," Mr. Turza says
of his favorite restaurant. "The pastas are
superbly sauced and veal dishes too
numerous to list." Some say Cantina D'Italia
is Washington's best Northern Italian
restaurant, if not also one of its most

expensive.
Prices for lunch range from $9 to $14,

dinners from $14 to $20. Major credit cards
are accepted.

If the National Assn. of Insurance Brokers

has won a legislative battle, you may find
Don Jordan, the group's executive director,
celebrating the victory at Dominique's, 1900
K St. N.W., the fine French restaurant

known for its excellent trout, filet mignon
and venison as well as rattlesnake salad.

But if the brokers are at the losing end of a
struggle, you might find Mr. Jordan at

Continued on page 108
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Women in risk management break barriers,
but they say some obstacles are still standing

'1've noticed that there are

more and more women in

top positions,' observes
Ampex's Helen Johnson.

resent all the spots for women in risk man-
agement. Perhaps one of the most striking
changes over the past five years is the
number of women in top risk management
positions who report to the corporate trea-
surer or chief financial officer.

While no one has hard figures showing
how many women hold corporate risk man
agement reins, every-
one agrees that, at least
in some parts of the
country, it's not unusual
to see a woman in the

driver's seat.

"I've noticed at na-

tional (Risk & Insurance

Management Society)
conferences, for exam-

ple, that there are more
and more women in top positions," observes
Helen J. Johnson, manager of risk manage-
ment for Ampex Corp. in Redwood City,
Calif.

Ms. Johnson was insurance administrator

for Ampex five years ago when she was in-
terviewed for the original BI article on
women in risk management. When the
director of risk management, who oversaw
both the insurance and the retirement areas,

retired, Ampex split the two areas and
awarded Ms. Johnson the risk management
reins.

Ms. Johnson's local RIMS chapter has al-
most a 50-50 split between the sexes in

number of active members, she notes.

Northern California appears to have by far
the heaviest concentration of women in risk

management, both in the relatively new in-
dustries like electronics and in the more es-

tablished fields, including banking.
Perhaps pioneer women still exist on the

West Coast, one woman suggests. And, the
West Coast is generally
more open to changing
ideas, others note.

The area's large
number of women in

risk management helps
them move beyond a
focus on their sex to

issues important to their
profession. "With so
many of us around, it

ceases to be an issue," Ms. Johnson says.
Individual risk managers are distinguished

for their contribution to the profession,
rather than by their outward appearance,
other women note.

Still other women disagree, saying that
their'sex will always be an issue.

"We'll always have that issue at hand," be-
lieves Cristina Haley, assistant director of
risk and insurance management for Levi
Strauss & Co. in San Francisco. "Women will

always be setting the stage for those who
come after them."

Women owe it to those who follow them to

succeed and plant the image of competence

and capability to handle difficult situations,
Ms. Haley contends.

"Women in general (face) a credibility gap
that's broken on the West Coast, but (in most

parts of the country) is still there," she says.
But once the stage is set by women who
prove themselves as capable risk managers,
the doors will be wide open, she adds.

While doors have opened for many women
in risk management, the barriers are far
from forgotten. Even women who say they
have encountered very little opposition as
they climbed the risk management ladder
don't take the opportunities for granted.

"I'm generally surprised when I'm treated
as a professional," notes Suzanne Crager, cor-
porate risk manager for Provident National
Bank in Philadelphia.

While she never felt that men didn't accept
her as a professional, she still feels the stan-
dards for proving herself are tougher than
for a male counterpart.

"Most women feel we have to be better'

than men to be accepted, Ms. Crager con-
tends, "but you learn to work around certain
attitudes."

Working around prejudice, rather than
fighting it head-on, seems to be a common
tactic of women in risk management.

There always will be people who have
trouble dealing with women in business,
notes Sheila P. Roberts, director of risk man-

agement and insurance for Columbia Pie-
Continued on page 105
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Unexpected costs force HMO to hike rates
By JAMES C. LAWSON

BOSTON-An unexpected $5
million surge in hospital costs is
forcing one of New England's 01-
dest and largest health mainte-
nance organizations to dip into a
reserve fund and hike rates at least

18% for its 60,500 subscribers.
And soaring hospital costs in

Massachusetts are forcing the
state's Blue Cross plan to hike its
rates to 30%.

Subscribers to the Harvard Com-
munity Health Plan whose con-
tracts came due April 1 have al-
ready been hit with an 18% rate in-
crease. Subscribers with contracts

up for renewal this summer can
expect about a 20% increase, says
Thomas O. Pyle, the HMO's presi-
dent.

For fiscal 1981, HCHP reported

an operating loss of $600,000 against
an operating budget of $61.2 mil-
lion.

Part of the blame for the rate

hikes, more than double the
amount the HCHP has ever raised
rates before, was attributed to a
21% increase in rates charged by
the area hospitals the plan utilizes.
The average daily in-hospital rate
jumped to $483 per day from $398.
The plan had expected the rate to
rise only 10%.

Hospital rates could increase as
much as an additional 6% by the
end of the year, Mr. Pyle points
Out.

But the costs overruns were also

caused by higher hospital utiliza-
tion by plan members, Mr. Pyle
explains. Hospital utilization dur-
ing fiscal 1981, which ended Sept.

30, jumped to 394 days per 1,000
members per year from 360 days,
he says.

Mr. Pyle theorizes the sluggish
economy caused the higher utiliza-
tion figure.

The theory, which some health
benefits experts believe, is that em-
ployees facing possible layoffs are
more likely to use their employer-
provided health benefits before
their jobs are terminated.

"There is a phenomenom ob-
served that utilization usually goes
up early in the development of a
recession," explains Mr. Pyle.

"You can speculate that a lot of
people want to get elective stuff
done before they lose their jobs," he
says.

The cost overruns caused HCHP,
for the first time, to withdraw $1.29
million in fiscal 1981 from its $3.9

million reserve fund.
The current round of rate hikes

contain a built-in "reserve buffer,"
according to Mr. Pyle, which will
allow the 12-year-old HMO to re-
plenish the fund, which was set up
in 1975.

The fund will also be replenished
with at least $700,000 from a stop-
loss insurance policy from Mutual
of Omaha.

The policy covers 90% of aggre-
gate hospital costs that exceed 125%
of projected costs. The policy has no
upper limit, according to Mr. Pyle.

To further cut its losses, the plan
this year is using $1.2 million of an
account allocated to pay year-end
bonuses to its 1,300 employees. This
will be the first year since the
bonus plan was started in 1975 that
HCHP employees will not receive a

Hewasagoodpublicservant
but he made a htile mistake.

Now heS being sued.

1

PENCo's unique occurrence-form
errors and omissions program lets you

keep him covered, even after he's
left public office.

Public servants are

human: they make mis-
takes like everyone else.

Under normal claims-

made errors and omis-

sions coverages, the
public servant is assured
of protection only while
in office. When he leaves

office, he has no guar-
antee that the coverage
will remain in force. If he

is then sued for his mistakes, the cost
of defense and possible judgments
can be devastating.

Now PENCo has put together a
unique errors and omissions program
that allows local governments to pro-
tect their personnel against such costs.

PENCo's errors and omissions oc-

currence coverage is one of the only
offerings of its kind-extending pro-

tection beyond the official's term in
office, provided the act occurred dur-
ing the period of coverage.

PENCo also covers more cate-

gories of public workers, including
architects, engineers, attorneys, even
volunteers, than conventional errors
and omissions plans offered to local
governments.

PENCo offers occurrence cover-

age, as well as claims-made errors
and omissions coverage, written
through an A-rated carrier. Coupled

with PENCo's excess

program, liability limits
up to $11 million are
available.

Public servants don't

have to be left out in the

cold, just because they
leave office. For more in-
formation on PENCo's

errors and omissions

plans, contact for East-
ern and Central Time

Zones, Dan Lee, CPCU, PENCo East,
RO. Box 1280, Nashville, TN 37202,
(615) 3614065; and for Mountaih
and Pacific Time Zones, Joel Ganze,
PENCo West, 3580 Fifth Avenue, San

Diego, CA 92103, (714) 297·6825.
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year-end bonus.
Mr. Pyle said some of HCHP's fi-

nancial problems stem from delays
in its accounting system. With a
long lag time between hospital use
and payment of bills, HCHP didn't
realize its hospital utilization was
increasing substantially until too
late in the year.

"We dealt with this data on a

gross basis," explained Mr. Pyle.
"Bills sort of lag, as much as six to
12 months. We didn't get them all
when they occurred."

The HCHP will examine a por-
tion of its bills earlier than ususal to

help it better gauge hospital costs
and utilization.

Hoping to combat its surging hos-
pital expenses, HCHP is attempting
to negotiate new discount arrange-
ments with the eight hospitals it
primarily uses.

So far, Mr. Pyle says, two of the
hospitals have agreed to new dis-
counts.

And it is encouraging more
members to use its own 80-bed hos-

pital for simple medical and surgi-
cal procedures, thereby reducing
the HMO's dependence on more
expensive public and private hospi-
tals.

"We've been shifting more and
more cases off into our own hospi-
tals," explained Mr. Pyle. "And we
expect to continue doing more of
that."

The Boston-based HMO also has

launched a cost-containment pro-
gram that includes staff reductions
and trimming educational and re-
search programs.

The cost-cutting measures are
expected to save HCHP about $2.5
million this year.

"The Harvard Community
Health Plan might have to tighten
the belt a notch, but it will be all
right," says James Doherty, execu-
tive director of the Group Health
Assn. of America in Washington, a
trade association representing more
than 200 privately funded prepaid
group practice HMOs.

But the Harvard plan's troubles,
Messrs. Pyle and Doherty agree,
could signal problems for other es-
tablished HMOs, especially those
with less-healthy cash reserves and
those that do not closely monitor
utilization statistics.

Hefty rate increases, which
usually discourage new member-
ship, aren't expected to stunt
HCHP's growth, Mr. Pyle con-
tends.

Membership growth will con-
tinue at annual rate of about 12%,
just under the national average of
about 13% to 15% for HMOs, Mr.
Pyle predicts.

"I don't think it will hurt us to go
up 18% when Blue Cross is going
up," he explains.

Rising hospital costs are forcing
Blue Cross of Massachusetts, the
state's largest underwriter of health
care plans with more than 3.5 mil-
lion subscribers, to raise rates by
more than 25%, initiate new cost-
cutting measures and negotiate
new reimbursement arrangements
with area hospitals.

Blue Cross issued a 26% premium
increase to subscribers renewing
contracts during the first quarter.
Increases for second-quarter re-
newals could hit 27%, says Leon
White, assistant vp for benefits ad-
ministration, while third-quarter
increases could be in the 30% range.

Blue Cross, like HCHP, "un-
derestimated utilization," explains
Mr. White.

In an attempt to hold the line on
future cost overruns, Blue Cross
has begun negotiating new reim-
bursement arrangements requiring
participating hospitals to be more
accountable for cost control and

monitoring hospital stays, Mr.
White says. •
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Owners of ships used by British navy covered
By STACY SHAPIRO

LONDON-Shipowners whose
vessels are sailing to the Falkland
Islands as part of the British task
force say they're sure their losses
will be paid, but they don't yet
know who will pay them.

So far, at least 11 vessels have

been requisitioned by the govern-
ment for duty in the South Atlan-
tic.

The cost to shipowners may be
high, depending how long the ships
are needed by the Royal Navy. Pas-
senger cruises have been canceled
and cargo is going undelivered.

"The Department of Trade is
looking at the compensation issue
and we are in touch with all the

shipowners," said a department
spokesman.

Under the Compensaticn De-

londonline
fense Act of 1939, shipowners with
vessels requisitionec by the navy
can receive government compensa-
tien for any losses, incliding busi-
ness interruption, he sa.d. "But in-
dividual insurers also may pay for
some of the losses."

The shipowners say they're con-
fident that some compensation will
be offered, either by insurers or the
government.

"The exact details are not known

at the moment," said a Per-insular

& Oriental Steam Navigation Co.
spokeswoman, whose company has
had three vessels requisitioned so
far. "But there will be some kind of

compensation."
Questions remain, however. For

n

example, it is still not clear who
will pay claims if the ships are at-
lacked by enemy forces.

The government could pay dam-
ages through the Zompensation
Act, the Department of T. ale
spokesman said. Or mutual war
risk associator.s, which insure mos:
if the British menhant fleet for

risks posed by the "queer.'s er.e-
mies," may pick up :he sab.

Nine Br.tish mutual war risk as-

sociations told their policyholders
earlier this month that they would
not cover any vessels head.ng to-
ward the Falklands (BI, April 12>
But the associations may cover re-
quisitioned merchant vessels bound
for the war zone, said Charles Gol-

d:e, manager of the U.K. Mutual
War Risk Assn.

"It depends on the indemnity
agreements entered into between
the government and the owner of
the ship," Mr. Goldie said, adding
that the British government does
partially reinsure the war risk as-
sociations for ships that are requisi-
tioned by the navy.

"Either way, the ships are cov-
ered " he said.

Although shipowners are assured
tnat some coverage is available,
tney're not sure exactly how much.

"I; is not possible to estimate,"
said the Peninsular & Oriental spo-
keswoman. "Who knows how long
this thing willlast?"

But the losses are accumulating.
So far, P&0 has canceled all cruises
on the Canberra until June. The

1,75)-passenger liner is now steam-

a lapplf///M.
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ing toward the Falklands carrying
British marines.

People that have booked a voy-
age on the Canberra can either re-
ceive a refund or be rescheduled on

a sister ship.
Schoolchildren singing "Hail,

Britannia" hopped off the educa-
tional ship Uganda, also owned by
P&0, after their cruise ended four

days ahead of schedule. The
Uganda will set sail for the South
Atlantic as a hospital ship.

P&0 has already canceled two
other educational cruises on the

Uganda, and the spokeswoman says
more cancellations may be neces-
sary.

Other ships requisitioned by the
government include:

• The Stena Seaspread, owned
by Aberdeen-based Stena Atlantic.
The ship is usually used by skin
divers.

• Three tugs owned by J. Marr
& Son.

• The Elk, owned by P&0,
which is a roll-on, roll-off tanker.

• Four trawlers, to be used as
minesweepers.

Financial losses caused by the
dispute over the Falkands are not
limited to the seas, either.

A ban by the European Eco-
nomic Community on all Argentine
exports, including corned beef,
could hurt importers. British com-
panies in Argentina are closing
their operations. And British work-
ers on oil rigs off the coast of Chile
are being brought ashore.

Some of these risks may be cov-
ered by political risk insurance or
government guarantees, but policy
requirements prohibit most com-
panies from divulging their cover-
age.

Lloyd's study
Lloyd's of London has set up a

working party to look into all as-
pects of its underwriting agency
system.

Formation of the group, to be
headed by Alex Higgins, a member
of the Lloyd's Committee, was re-
quested by the House of Commons
during debate on the Lloyd's self-
regulation bill.

The working party will examine
several controversial topics, includ-
ing:

• The recommendations for un-

derwriting agencies contained in
the Fisher report (BI, June 30,
1980).

• The requirement now con-
tained in the self-regulation bill re-
quiring brokers to sell off their un-
derwriting agencies.

• The long-term interests of un-
derwriting members and those ac-
tively employed in the under-
writing function at Lloyd's.

Other Lloyd's Committee mem-
bers included in the group include
Gordon Hutton, a marine un-
derwriter and chairman of G.W.

Hutton & Co. (Underwriting
Agency) Ltd., and Stephen Merrett,
a marine underwriter and chair-

man of Merrett Syndicates Ltd,
The party will also include non-
working Lloyd's members, lawyers
and accountants.

Lloyd's bill
The atmosphere in the House of

Lords may be just right for the
Lloyd's of London self-regulation
bill to pass by the time Parliament
recesses in July, a Lloyd's spokes-
man predicts.

But six petitions opposing por-
tions of the bill must be heard be-

fore the bill goes back to the House
of Commons for final approval.
Hearings on the petitions will begin
May 4.

If for some reason, however, the
Lloyd's bill is not law by the end of
1982, said the Lloyd's spokesman,
"I doubt there will be any bill." .
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OUR SERVICES CAN KEEP
THEM FROM GOING OUT OF BUSINESS.

Now that the Risk Retention Act is law, companies can join together to
provide their own products liability coverages. The Travelers is ready to help.
Because what we've learned from over a century in the insurance business can
help them prevent costly mistakes while they benefit from our know-how.

Newly formed Risk Retention Groups and their individual members can look
to The Travelers for almost any of the insurance services they now require. These
include claims handling, loss-prevention, rate-making, underwriting, policy
issuance, statistical analysis. And these services may be purchased separately or in
combination with any other insurance product we sell. So one source covers it all.

To the brokerage, agency and corporate communities, we offer immediate
assistance in serving these newly created pooling arrangements. Call
Richard C. Barbieri at The Travelers (203) 277-7579, or write us.
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THETRAVELERS
The Travelers Indemnity Company and its Affiliated Companies, Hartford, CT 06115
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editorial opinions

Four who stand out
/YONGRATULATIONS, Eckart Russell. We're de-
Clighted you were selected the 1982 Business Insur-
ance Risk Manager of the Year.

Congratulations Spencer Traver, George Pierce,
' Paul Harvey and Gene Marsh. We're delighted you

were named to the Business Insurance Risk Manage-
ment Honor Roll.

Your professional risk management programs are
among the best in the country, according to the 10 in-
dependent judges of the competition who rated them in
comparison with those of other outstanding risk man-
agers who were nominted this year, too.

We'd also like to congratulate the candidates who
didn't win this year.

They deserve credit for trying because it takes more
than an outstanding risk management program to win
the Business Insurance Risk Manager of the Year com-
petition.

It takes a willingness to stand out.
The candidates must be willing to stand out before

their bosses, whose signatures are needed to testify to
the accuracy of the nominating statement.

The candidates must be willing to stand out before
the 10 independent judges who read the nominating
statements describing how the risk manager fulfilled
nine criteria for measuring a risk management pro-
gram.

And the candidates must be willing to stand out in
print if they win and let their risk management pro-
grams be questioned by an inquiring reporter and re-
ported in articles for all their colleagues to read.

Business Insurance wants to congratulate the win-
ners and all the candidates of this year's competition
for this willingness to stand out. It's not a universal

Beeping backs
not the answer
To the editor: In response to your arti-

cle "Beep Beep" and the accompanying
editorial (BI, April 5), we feel it's neces-
sary to dispel the myth that they are cer-
tain to perpetuate. The basic question to
be asked about a program like this is:
What is the ultimate object of the exer-
cise: to simply provide training or to ac-
tually reduce back injuries?

Before addressing the question, though,
a basic anatomy refresher is necessary.
Although medically complex, the back is
a very simple structure. Most people don't
know that by twisting the back, while
seated, standing or lifting, damage can be
sustained by the spinal joints, discs, liga-
ments or back muscles. In the workplace,
there is more twisting or twisting and lift-
ing occurring than plain lifting.

The preponderance of occupational
back injuries is minor. These are the
"three-days-to-two-weeks-of-lost-time"
injuries, commonly diagnosed as a sprain
or strain. They are usually the result of
twisting. The major back injury claim-
the ruptured, herniated or slipped disc-is
the cumulative result of improper twist-
ing over time. These injuries can be pre-
vented when employees are taught how
to reduce the amount of twisting they do
during their workday. The beeping box
does not address this practice.

Additionally, we do not subscribe to the
philosophy that people are animals that
can be trained like Pavlov's dogs. When
employees are shown in an intelligent
manner how their backs work, how they
grow old and how they can change their
work and personal lifestyle to prevent a
back injury, they will respond.

Also, if one wants to reduce the back
injury problem in the workplace, certain
items must be examined.

In 13 years, we have yet to observe a

letters

trait among risk managers.
We wish it were. The willingness to stand out in the

company, the government or the institution is an es-
sential ingredient of successful risk m'anagement. You
have to be visible to your superiors and others in the
company to do your job effectively. They have to know
what you do and what you can do to help them. They
have to know you are there to answer their questions
and listen to their concerns that could otherwise de-

velop into major problems for the employer.
We developed the Risk Manager of the Year compe-

tition to foster this kind of recognition among top man-
agements and in the commercial insurance community.
We've hoped this recognition of excellence would en-
courage others to excel in risk management.

We hope the competition also inspires more risk
managers to stand out.

We salute you
HANKS, JUDGES. You worked hard.Pouring over the nominating statements for the
Business Insurance Risk Manager of the Year competi-
tion is time-consuming and demanding. Each candidate
is scored on a scale of one to 10 on how well he or she

fullfills each of the nine criteria developed for the
competition.

The 10 independent judges of this year's competition
aren't compensated for their time. They did it to sup-
port recognition of excellence in risk management.

Their photographs and biographies appear on page
108, along with the nine criteria they used for scoring
the nominations.

loss report that included twisting as a cat-
egory under type of injury. We have all
come to rely on our loss reports as our
personal statistical data banks, but have
forgotten that they were developed when
we knew little about the back. We have
developed tunnel vision to the extent that
if the data base says lifting is causing our
problems, we assume improper lifting is
indeed the culprit.

Another problem is that we have not
examined our workplaces with a focus on
twisting, but only on lifting. It seems that
we too have been trained, not by a gim-
mick but by a data bank, to look for only
that item that has been recorded.

If actual reduction of back injuries is
the goal, then these steps must be taken:

• The person proposing the project
must obtain valid information as to what
is actually occurring. Use the data base,
but don't let it use you. Re-examine acci-
dent and medical reports, analyze the
work environment, watch the employee
perform the task.

• Research and analyze the options
and alternatives, giving attention to the
personality of the industry, the company,
employees and supervisory acceptance of
any intended programs or workplace
changes. Scrutinize possible environmen-
tal alternatives.

• Communicate these findings to top
management. If they are not convinced
that a problem exists that affects the "bot-
tom line," they will not provide financial
or managerial support.

• Review existing employee relations
practices. If a physical examination be-
fore employment is provided, is it com-
prehensive or merely confirmation that
the applicant is alive? If a return-to-work
program is in place, does the company
have input into returning employee status
and needs? Or does the company take for
granted the insurance and medical people
actually know what the employee is doing
during the day?

• Does the company have a uniform

safety policy that was jointly adopted by
management and labor and is enforced by
both? Is that safety policy communicated
to new employees and periodically to ex-
isting employees?

• Has the workers compensation in-
surer or adjuster been screened for com-
petence in regard to the continuity of
claims adjustment, number of claims han-
dled per adjuster, relationship with the
medical and legal communities, etc?

• Have the medical providers been
screened for their expertise in the occu-
pational setting, or are they being used
because they're just down the street or
nice people? Although many states have
protected the right of a worker to select
his own physician, has any effort been
made to introduce medical providers with
occupational expertise to employees?

• Is the total management team given
periodic updates on the progress of the
project, including cost savings to date?

• Is everyone concerned with the
project aware that it may not be solved
overnight? Just as other types of training
must be constantly provided, so must back
injury prevention training. Although the
immediate problem can be solved, the
processes and systems implemented dur-
ing this phase should be ongoing and be-
come instruments of prevention.

The back injury problem can be solved,
but not by training employees to respond
to beeps. Gimmicks certainly will fasci-
nate us for a time, but with a national
health bill of $247 billion and rising, do
we have time to play with toys?

Bruce A. Lepore
and Chris N. Olson

Back Dynamics Institute
Foster City, Calif.

Business Insurance welcomes letters from its
readers. Please keep your comments as brief
as possible. We reserve the Tight to edit let-
ten for clarity or space. Send your com-
ments to Letters to the Editor, Business In-

surance, 740 N. Rush St., Chicago, m. 60611.
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WE RUN HARD
FOR OUR a IENTS.

And as a result, last year our insurance and
reinsurance brokerage and underwriting activities
generated in excess of $100 million of premium
volume.

Our specialties? Creativity, good old-fashioned
hustle and a young aggressive staff with big plans
for the future. But we also offer services such as

AM. Best's A+ rated risk management facilities for

D

captives, associations and self insureds. Nearly
30 years of worldwide experience in the place-
ment of both treaty and facultative reinsurance
programs. One of the most creative agency cap-
tive programs in existencetoday. And much more.

So if you'd like to learn more about us and our
facilities please feel free to call, write or stop by
our offices in New York.

Delaney OHices Incorporated
99 John Street, New York, N.Y. 10038 (212) 267-9339
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A State-01-Ine-Art Program
01 Environmental RISK
Insnection ancl Protection
in a Single Package
Today more than ever, busilieshcs face finaticm] loss due to
1li hi l l'S £11 envir©li »lle.,1 tnt coli trol.

Their liability has incirrised because of new tougher regul.1-
lions covering bolli suilden arid non·suddcii elivirollilicilial
pollution.

Now Hartford Steam Boiler has developed newanswers to meet
the challeliges of Ireeping pollution cont rc,| li/ic/('rcontrol.

f Tartford Steam Boiler combilies the insurance know-how thal

has pioneered prof.ection for over a century with the skills ofour
subsidiary, Radial: Corporation. Together, we have the experts

- iii the physical, invirc,ziniental, engineering and regulatory sci-
ences whose combined skills make possible a new environ-
mental loss control package.

FIRST, a comprehensive inspection and risk assessment
program conducted by our scientists and engineers. It will
identify potential erposure to liability through environmen-
tal pollution and evaluate the degree of compliance with

' EPA regulations.

SECOND. a flexible, individually tailored package 01 envi-
ronmental coverages to protect against pollution liabilitv.

For over 100 years you have known us as the jiitfustiv leader in
the highly specialized line of Boiler and 101.ic:hinrn· illhltrance.
You know: too, how we've kert pace with the ripid develop-
ments of modern k. _.ology - adding to our insurance per-
spective the eiigiiiect ing and environmental experlise lo meet

 regulations and requirements.

Our loss pievuntion philosophy of the wct] crigineered risk;
itlong with iii.e technical and crifiromnenial skills of our sub-
sidiary, Radian C.urpol:ition. give us a unique Capability - to
provide both ali environmenia] loss prevelition and inspection
prograin and the appropriale coverages as drlined by customer
needs determined through profession.it risk assessment.

We would like to join you at v . ner{ pre-insurance risk
assess ment 111< cllilA. Plect.e caH bun Wilsc,14 L ice Presidelit, at
(800)243-0090 (iii Connecticut„ 527-0791) to get more infor-
mation orto setup a me,:Liiig

Tlic Hartford Steam Boiler Inspectioll .1 lid J ti su ranee Cr . _7,
DepLB-3,56 Prospect Street. 1 fai·[loril, CT 06 !02

THE
HARTFORD

STEAM BOILER
INSPECTION &
INSURANCE
COMPANY
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Bermuda

Island's underwriters waiting for market to turn
By KATHRYN J. McINTYRE

HAMILTON, Bermuda-An insurance un-
derwriter looking for shelter from the storm
of competition will find a safe harbor in Ber-
muda.

Here, it is more fashionable for an un-
derwriter to brag about how much business
the company is not underwriting than to talk
about increasing premium volume.

"Our declinations are in excess of 90%,"
says Leslie Dew, president of Insco Ltd., the
giant Gulf Oil reinsurance subsidiary.

Underwriters swap tales about risks they
lost to London or New York insurers at los-

ing rates.
"On one large U.S. account-a multiline

casualty risk including workers compensa-
tion-the manual rate produced a premium
of $3 million, Mentor bid $2.1 million taking
experience into consideration and the U.S.

wrote it for $640,000," says Douglas Higley,
vp and director of Mentor Ltd., a leading re-
insurance market on the island.

And the underwriters pour over fewer te-
lexes than a year ago.

"Business has been dropping off in the last
few months. Fewer pieces of business are
being offered," observes Robert Baker, presi-
dent of the Bermuda Insurance Institute and

chairman of the Insurance Advisory Com-
mittee.

Everyone agrees that New York and Lon-
don insurers are undercutting Bermuda un-
derwriters' prices. With cheaper rates, the
U.S. and London insurers are intercepting
the business before it reaches Bermuda's

struggling commercial market, estimated at
anywhere from $800 million to $1.5 billion in
premiums.

By either estimate, the commercial market
is far smaller than the captive insurance

company market (see related story).
The Bermuda underwriters complain

about slow business and the competition, but
contend their market still has a future. They
predict their safe harbor will become a busy
one when insurers elsewhere who are now

cutting rates are forced to eventually cut
back their business in the face of mounting
underwriting losses. Then Bermuda un-
derwriters will offer their capacity at reason-
able rates, they say.

This year, however, the commercial rein-
surance business in Bermuda is so slow that

one reinsurer, Trenwick Ltd., is offering to
write reinsurance options.

"We will determine terms today for a rein-
surance contract one to three years from
now," explains Senior Vp Angus Robinson.
"If you don't exercise your option, you forfeit
the option fee," which will be 10% to 20% of
the reinsurance premium calculated.

Trenwick will set the price and terms now
using available information, basing the rate
on a function of sales or another measure

that contemplates growth.
If the risk exposure changes, however, the

option applies only to original risk.
Complaining that he's been waiting so long

to underwrite a risk in today's market that
"my ink has gone dry," Mr. Robinson says
underwriting reinsurance options "gives us
something to do."

"There is less business coming to Ber-
muda," agrees Jonathan Crawley, president
of Aneco Underwriting Ltd., the new subsid-
iary of Aneco Holding Co. created in a reor-
ganization of Aneco Reinsurance Co.

He, too, blames the slowdown on cheap
rates offered in New York and London, but
he doesn't entirely agree with Bermuda un-
derwriters' determination not to compete.

Continued on page 14

Captive business, though, continues to boom
HAMILTON, Bermuda-The captive in-

surance company business in Bermuda is
thriving.

Captive insurers are forming at the same
rate they have for the past three years, with
the only variation in the type of captive
being formed.

Existing captives, both wholly owned sub-
sidiaries of corporations and group-owned in-
surers, are accumulating huge pools of
money and some are sending it home.

The current captive insurance business is
so big and so busy that more captive manag-
ers are installing computers to keep track of
it.

And the Bermuda government is counting
on captives, and its smaller but developing
commercial reinsurance business, to be more
important to the economy than tourism.

In 1981, the government registered 118
new exempt insurance companies, so de-
scribed because they are exempt from Ber-
muda law requiring local ownership of Ber-
muda-based companies.

In 1980, the government registered 119
new insurers, and in 1979 it registered 117
new insurers.

While the numbers are nearly the same,
there is a difference in the type of captive
now being formed. Fewer corporations are
forming subsidiary insurance companies
while groups and associations of companies
are forming more captives.

So far this year, 26 new exempt insurers
have been registered, bringing the total
number of international insurers in Bermuda

to 1,150. About 100 of these companies are
inactive.

Only 11 insurance companies have "wound
up," which is Bermuda's term for liquidati6n,
since 1972. Two of those 11 were captives as-
sociated with H&R Block. (See related story.)

Premiums flowing to the captives are esti-
mated at anywhere from $3 billion to $5

billion, which is twice the estimated com-
mercial reinsurance premiums written in the
Bermuda market. (See above story).

The biggest accumulations of captive pre-
miums are in the huge oil-risk property in-
surance captives.

Ancon Insurance Co., Exxon's captive, un-
derwrote $169.6 million in gross premiums in
1981, keeping $126.3 million net. Only $10
million was related to non-Exxon risks.

Oil Insurance Ltd., owned by 37 oil com-
panies, underwrote $111 million in premiums
in 1981, keeping $104.8 million net.

Hopewell, the property insurance pool

operated by International Risk Management
for more than 30 owners, earned gross premi-
ums of $98.7 million. All but $2.3 million,
however, was reinsured with the world rein-
surance markets. Another $150 million in
premiums flowed to other IRM-managed
companies, estimates Executive Vp Arthur
Deters.

Some of these premium accumulations are
going back to their owners.

Ancon, for example, paid Exxon a $55 mil-
lion dividend in 1981.

Other smaller captives are sending home
smaller dividends. The BFGoodrich captive,

Risktech Insurance Co., for example, sent
home a dividend check to cover the $2 mil-
lion capitalization of the new BFGoodrich
captive in Vermont, with some change left
over.

Captive managers, who keep track of this
growing business, are bustling.

This year, captive managers in Bermuda,
both new and old, are installing computers to
keep track of the growing numbers that ma-
turing captive insurance companies produce.

The accumulation of data is forcing the
change. Even small captives that have been

Continued on page 16

Crum & Forster covers H&R Block losses
HAMILTON, Bermuda-H&R Block and

Crum & Forster both got out of the captive
insurance company business in 1981.

Big losses expected on international rein-
surance business underwritten for Block

captives in the early 1970s while under
management by the former Blades organi-
zation in Bermuda were linked to the

moves, sources in Bermuda say.
The Blades organization had arranged

for certain captive clients under manage-
ment who wanted unrelated risk business

to receive business from a London un-

derwriter's pool.
After Crum & Forster acquired the

Blades' Bermuda captive management op-
eration when it bought the Blades Group in
the United States in 1978, its auditors ana-

lyzed the reserves for these companies un-
derwriting unrelated risks.

They determined that the reserves for
incurred but not reported losses on the in-
ternational business were understated for

two Block captives, one owned by the com-
pany, H&R Block Insurance Co., and the
other owned by Richard Block, Radius As-
surance Co. of Bermuda.

Mr. Block, however, objected to increas-
ing the reserves of the companies as sug-
gested by Crum & Forster.

The upshot: Crum & Forster's North
River Insurance Co. reinsured the Block

captives and established the reserves of
several million dollars the Crum & Forster

auditors said were needed.

The two Block captives were liquid-
ated early in January.

The difficulties with the Block captives
triggered the sale last year of the former
Blades operation to Insurance Co. of North
America, Bermuda sources contend.

Others close to the developments, how-
ever, say that Crum & Forster would have
sold the Bermuda operation anyway. At
the most, the sale was merely speeded up

by the unpleasant developments, they say.
"C&F is a domestic company," said one

Bermuda underwriter. "Coming to Ber-
muda and international business was more

than they intended."
A former Blades employee suggests that

ultimately Crum & Forster will find that
the additional reserves established for the

international business were not necessary.
"I can't beleive the business was that

sour," he said. "They just didn't understand
the international business."

Neither Mr. Block nor Crum & Forster

commented on these reports when con-
tacted by Business Insurance.

Also in 1981, Beneficial International

withdrew from underwriting international
reinsurance, citing poor results on its busi-
ness underwritten in the 1970s.

"Other captives are suffering losses on
their unrelated business, too, but are keep-
ing quiet about it," said another Bermuda
underwriter.
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Bermuda underwriters wait for market turn
Continued from page 12

"There are only two types of
business-good business and bad
business," he says. "The only prob-
lem now is that good business is un-
derrated."

He contends that Bermuda ought
to underwrite the good business,
even at reduced rates, so when

world insurance prices increase,
the good business on the books in
Bermuda can be rated properly.

That is the philosophy he is ap-
plying at Aneco Reinsurance Un-
derwriting, which with paid-in
capital in excess of $10 million
plans to book,$8 million in premi-
ums in 1982.

Others disagree.
"If you write it now, you won't

be around to write it when the

'Underwriters in Bermuda won't write

competitively on the gutsy casualty
stuff,' observes Bermuda market veteran

Stuart Grayston.

prices change. World prices are too
cheap," contends Michael Mather,
senior underwriter for Ancon In-

surance Co., Exxon's giant captive
insurance company.

Ancon, with assets of $711.3 mil-
lion, underwrote only $10 million
in unrelated premiums in 1981 and
$105 million on Exxon risks.

"Bermuda as an underwriting
market is stricter than most real-

ize," confirms Mr. Baker, who runs
Hudson Reinsurance Co. Ltd. "I

think you see business written in
London and New York that you
couldn't get written here."

Among that business is some that
used to be underwritten by Insco
but was lost at renewal to markets

charging lower rates.
Insco's reported 11% increase in

net premium volume in 1981 to
$85.9 million doesn't reflect the loss
of renewal business, however, be-

cause Insco accounts for premiums
only when actually booked.

"We've developed a more selec-
tive process of underwriting," Mr.
Dew says, in response to the first
underwriting loss Insco has suf-
fered. Its combined ratio in 1981

was 100.8%.

"By industry standards, this
would be satisfactory," he says in
his annual report, "but it does not
measure up to our goal of devel-
oping pure underwriting profits on
each division."

Mr. Dew anticipates casualty
business written this year, for ex-
ample, will break even, but the vol-
ume will be down 15% to 20%.

"Underwriters in Bermuda won't

write competitively on the gutsy
casualty stuff," observes Stuart
Grayston, president of S.H. Grays-
ton Management Ltd. and a Ber-

The Ideal Sombination
begins with the idea:

Environmental Responsibility
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muda market veteran.

Also hurting Bermuda reinsurers
is decreased demand among cap-
tives for excess insurance and rein-

surance from island companies.
Many more captives are buying

their excess insurance from their

fronting insurers in the United
States, captive managers note.

Some Bermuda underwriters are,

however, carving out a niche and
are more competitive on loss port-
folio reinsurance, funding plans
and rent-a-captive programs.

Enjoying income tax-free status,
the reinsurers can use higher in-
vestment yields when writing pro-
grams that calculate investment in-
come in setting the price.

"Run-off portfolios are a big item
these days," observes Brian O'Hara,
a senior vp of Trenwick Ltd., refer-
ring to one insurer selling its loss
reserves to another at a discount.

One Bermuda company, Pinna-
cle Insurance Co. Ltd., specializes
in run-off and loss portfolio rein-
surance. The C.E. Heath affiliate

reported $1.2 million in under-
writing income and nearly $2 mil-
lion in investment income on in-

surance funds in 1981 on $49.6 mil-
lion in premiums.

Others in Bermuda are compet-
ing for the business, too. "When-
ever there is a flood of business, it

indicates people are finding a mar-
ket and there is competition," ob-
serves Mr. O'Hara. "We've looked

at it, but we're too conservative."

Loss portfolio reinsurance is too
risky when underwriters predict
what interest they will earn and
how the losses will develop, he
explains.

Risk-free, however, are some

funding plans under which the
losses are known, the money is paid
up front and it is used to buy long-
term bonds to pay the losses, an-
other Bermuda underwriter noted.

Bermuda insurers write these

programs, for a fee, for insurers
who want to alter their own bal-

ance sheets.

Rent-a-captives are also risk-free
business in Bermuda for companies
with surplus to spare.

The policyholder pays its pre-
mium but gets back in losses no
more than the premium and the in-
vestment income it generates,
minus the management fee.

Bermuda underwriters are won-

dering if this cash management ap-
proach to insurance rather than
underwriting is a permanent
change in the insurance business or
a mere aberration, and they debate
its merits.

Underwriters also still are debat-

ing how reinsurance should be un-
derwritten in Bermuda.

Mr. Dew at Insco says he has
given up hope that Bermuda will
develop as a Lloyd's market with
insurers sharing risks.

Leaders in the market, like Men-

tor, will write up to their capacity
to take 100% of a risk they like. At
Mentor, which expects to under-
write $60 million to $65 million in
premiums this year, that is a $5
million line. More often, it writes

$1.5 millon to $2.5 million, Mr. Hig-
ley notes, specializing in non-ma-
rine risks in the United States.

As a whole, the Bermuda com-

mercial reinsurance market spe-
cializes in U.S. casualty business,
but there are Bermuda companies
that write only international risks.

Among them is one of the oldest
and largest insurers in Bermuda:
Continental Reinsurance Corp.
(Bermuda) Ltd.

As one of the three profit centers
of Continental Re, the Bermuda

company underwrites only non-
U.S. business in the Western Hemi-

sphere. Its gross premium volume
in 1981 exceeded $158 million com-

pared with $153.5 million in 1980. .

1
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EBI IS THERE WHEN YOU
NEED US.

What's more, we have
knowledgeable representa-
tives near your business, ex-
perts prepared to answer
your questions and give you
any needed assistance.

Our automated comput-
erized claims processing
system-designed by EBI
exclusively for workers'
comp insurance-frees you
from exhaustive paperwork
and provides instant access
to vital data (claims status,
reserves, etc.). Our unique
Loss Analysis Record moni-
tors losses and pinpoints
specific problem areas for
your clients.

At EBI, our specialty is
workers' comp. That's why
EBI works for independent
agents time after time.

For further information, con-
tact our local office, or call
(408) 288-6011 collect,Ext.293.
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Captive activity in Bermuda remains heavy
Continued from page 12
in business for four and five years,
which include the bulk of Ber-

muda-based captives, generate a lot
of numbers to track. And clients

want those numbers quickly-all
around the same time of year for
their annual meetings.

The finite supply of labor and o.
fice space in Bermuda also is fore-
ing-the switch to. computers. Man-
agers have to become more effi-
cient or they won't have room to
store the files or people to compile
reports.

Continental Risk Services, for
example, is a new captive manager
that is starting off with a computer
system for all financial record-
keeping and reports.

Instead of installing its own com-
puter, however, it is tapping into
The Continental Corp.'s U.S. com-
puter. President David Vaughan
stresses that all the information is

entered from Bermuda and only
Bermuda has access to it.

Marsh & MeLennan, one of the
largest captive managers in Ber-
muda, is installing. its own com-

puter. It faces the long chore of en-
tering the financial information on
the 90 captives it manages-

M&M also is planning to unbun-
dle its computer service for cap-
tives. When one of its clients gets so
large that it wants its own manage-
ment, which has happened already,
the client.will be able to continue to

use the M&M computer facility by
simply installing a video display
terminal in its new office. It will be

billed for computer time.
Captive managers ready with

computers to handle a growing vol-

ume of claims and numbers could

see a decrease in claims activity in
the future.

Some risk managers are reinstat-
ing or increasing corporate deduct-
ibles to reduce the premium flow to
their captives, observers say.

These are risk managers who
want to strike a balance between

premiums on related and non-re-
lated risks to justify their captives
as insurance companies for tax pur-
poses. The fewer premiums related
to parent-company business, the
fewer unrelated risks the captive

I. $
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Management Services
should flexibility is the key to our unique unbundled

approach to captive reinsurance programs.

be
It permitsus to tailor our services to address
specific client needs, avoiding costly bundling.
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contractor of their choice.

As underwriting managers for Morthwestern

to meet rated primary policies admitted in all 50 states.
Mational Insurance Company we can provide A+

specific For more information have your agent or broker
contact Jim Kellogg, Vice President. at 731 M.
Jackson St., Milwaukee, WI 53201. Or call him

needs. directly at (414) 765-8660.

NN Risk Management Services
Member Armco Insurance Group

must write.

The Bermuda government, how-
ever, is as optimistic about the
growth of existing captive insurers
as the managers.

Premier John Swan told a group
of young Bermuda insurance pro-
fessionals that the government's
goal of 3% real growth annually
will require the focus of the island's
industry to shift from tourism to
international business.

"The insurance business is the

most promising thing for Ber-
muda," he said.

Rules push
management
costs higher

The cost of managing a captive
insurance company in Bermuda is
increasing under government regu-
lations and could rise more under a

new government tax.

Starting this year, all captives in
Bermuda must file annual state-

ments with the government attest-
ing to their compliance with the
Bermuda Insurance Act. Their au-

ditors and their managers also must
confirm in writing that the captives
comply with the provisions of the
law, including the solvency mar-
gins.

In addition, any captive under-
writing more than 30% of its premi-
ums in product liability or medical
malpractice risks also must hire a
government-approved loss-reserve
specialist, who is usually an actu-
ary, to certify that its loss reserves
are adequate.

The captive managers have fac-
tored the cost of completing the
government reports into their man-
agement fees this year, which gen-
erally range from $15,000 to $25,000
for a typical captive. But, the addi-
tional signatures of the auditors
and the actuaries cost money.

The auditors are charging
around $500 to sign off on a cap-
tive's statement to the government,
captive managers say.

Hiring an actuary to certify that
the loss reserves are accurate costs

even more.

If the captive manager does the
actuarial analysis and the actuary
only needs to review it, the cost is
about $700 to $1,000.

If the actuary has to begin from
scratch to prepare an actuarial
analysis, then the cost can be as
much as $3,000 to $5,000.

Captive owners also could see
management fees rise if the gov-
ernment levies a tax on the payroll
of international companies.

Finance Minister J.D. Gibbons

announced in his annual budget
statement this year that the gov-
ernment may impose a tax on the
"notional" payroll of international
companies in Bermuda.

Currently, international com-
panies do not pay the 5% employ-
ment tax levied on local companies.
They do pay the hospital levy,
which is assessed as 2.5% on $21,000
per employee.

Exempting the international
companies from the payroll tax "is
anomalous and distorts labor mar-

kets, in some cases placing local
firms at a disadvantage," Mr. Gib-
bons said.

If the government were to im-
pose a payroll tax on the interna-
tional companies, it's expected to be
5% of $21,000 per employee regard-
less of actual salary.

The additional cost of doing busi-
ness would certainly be passed on
to the clients.

Captive managers and reinsur-
ance companies alike object to the
tax and expect the government to
pull back from the idea. .
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Every insurance client who uses compu
ters is a prospect

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

Allit takes is a compatible terminal and
a telephone. And financial institutions are
just one of many targets. Corporations,
universities and others are potential marks
for electronic-age mayhem or malicious
intrusion via telephone lines, satillite trans-
missions or microwave interception, among
others. That's why, in addition to EDP
E&0, Blanket Bond, EDP Property, ete.-
organizations who use or provide computer
services need to be insured against
"electronic interlopers."

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

For complete information on this flexible
new coverage, contact:

Il Shand, Morahan
Il & Company, Inc.

One American Plaza, Evaluton IL 60201
312/866-2800, Telex 72-4328
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Captives pooling more of primary risks
HAMILTON, Bermuda-Cap-

tives are pooling more of their pre-
dictable primary casualty risks
than their less certain excess risks

in today's cheap excess insurance
markets.

Corporate Insurance & Reinsur-
ance Co. Ltd., the group-owned re-
insurance company established to
provide buffer layer excess casu-

alty insurance, is flooded with
more reinsurance of primary risks
than excess risks.

First Island Reinsurance Assn.,
created to fund the first $25,000 of
its members' casualty losses, is
awash in premiums.

"It is a sign of the times," says
Richard S. Thompson, president of
Altamid Management Co., which

manages CIRCL. "Excess insuranDe
prices are cheaper than what
CIRCL members will accept."

CIRCL and First Island are two

member-controlled facilities allow-

ing captive insurance companies to
pool and share their casualty risks.

The risk pooling provides mem-
bers with more stable results and. it

is hoped, will pass any Internal

Revenue Service probe to detemine
if the captives are insurance com-
pan.es for tax purposes.

CIRCL's primary insurance pro-
gram, with a per occurrence limit
of $1 million, generated $42.4 mil-
lion of the total $51.5 million in
gross premiums written in 1981.

The insurance is written on a re-

trospectively raid basis subject to

TEN YEARSmTH
RISKAN055S
NSTAUNUS
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At this year's Risk Insurance

Managers' Conference in DC ,there's
one hospitality suite well worth
the visit: LEtna's. (You can find it by
checking your conference guide)

Because when you drop by, you'll
meet a National Accounts Group that
gives $500,000-plus accounts innovation
and service that's second to none

Proof? In ten years, our national
accounts volume has mushroomed

from $150 million in premiums
to over $700 million. An increase of
over 450%.

Why not stop by and sink your
teeth into something more substantial
than pigs in a blanket?

-rhe Etna Casualtyand Surety Company.
The Automobile Insurance Companyoftlartford,Ct.
'rhe Standard Fire insurance Company.
AEtna Casualtyand Surety Company of Illinois.

an annual aggregate of 250%.
When CIRCL was created in

1977, its original eight members
wanted to pool their risks from
$250,000 to $5 million because they
considered commercial insurance

rates for this layer too high.
At year-end 1981, CIRCL's mem-

bership had nearly doubled to 15
but still only eight of the members
were using the excess insurance
program while 12 were using the
primary program.

And, its two newest members

this year so far are using only the
primary program. They are the
captive insurers owned by Tidewa-
ter Inc. of New Orleans and Flee-

twood Enterprises of Riverside,
Calif.

At First Island, which is man-

aged by J&H Ltd., the pooling of
the first $25,000 of risk only is
catching on with other captives.

The unincorporated mutual in-
suance pool started with three
members in 1978, grew to five in
1979, six in 1980 and a seventh
memberjoined in 1981.

"We're up to eight or nine now,"
said Brian Hall, president of J&H
Ltd.

First Island members share

mostly workers compensation
risks, some general liability and
small amounts of product and auto
liability risks. The insurance is
written on a guaranteed cost basis.

As of June 1981, 75,000 losses had

been reported, providing the kind
of loss data First Island participants
wanted.

"The goal of our combined ef-
forts is to enhance the operations of
our companies by improved infor-
mation, reinsurance plans and effi-
ciency," the underwriting commit-
tee says in its 1981 report.

Both pools are making money for
their members.

CIRCL's 1981 earned premiums
increased 51.9% to $64.6 million and
investment income increased 29.8%

to $710,000. After general and ad-
ministrative expenses of $753,000,
CIRCL's net income was $587,000.
Its assets at year-end were $49 mil-
lion.

Premiums reinsured through
First Island during the 1980/81 un-
derwriting year totaled $44.5 mil-
lion compared with $29.8 million in
the first underwriting year.

Losses reported on the premi-
ums, which are all ceded to mem-
ber companies, totaled $37.8 mil-
lion

Members paid J&H a manage-
ment fee of $359,194 for 1981.

CIRCL's future plans include
more primary and excess insurance
programs.

A property insurance program
will be launched later in 1982, for
losses from the first dollar to $5
million.

And a present-value casualty
program for periodic payments and
aggregate liability insurance is
being designed. It should be ready
this summer.

CIRCL's excess insurance pro-
gram suffered its second loss: a 1981
settlement of a claim against Inter-
national Harvester Co. costing
about $1 million.

Other CIRCL members include

the insurance affiliates of Alco

Standard Corp., Allegheny Inter-
national, Archer Daniels Midland
Co., Charter Oil, General Tire &
Rubber Co., Hanna Mining Co.,
Ideal Mutual Insurance Co., 3M Co.,
National Stell Corp., Owens-Illinois
Inc., A.O. Smith Corp., Sybron
Corp. and Wheelabrator-Frye Inc.

The members of First Island are
the insurance affiliates of Conti-

nental Group, Acme Stores, Gen-
eral Telephone & Electronics
Corp., Burlington Mills, Chese-
brough-Pond's and Clark Equip-
ment.
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this cool,
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beats an
understanding
heart.

if people are irresistibly drawn to
us at Transatiantic Re, it isn't because
we're a big, successful reinsurance
company with over $100 million in
policyholders surplus, and getting
bigger, every day,

It's because people know we'll hear
them out, whatever they have to say.

You see, at Transatlantic Re we don't
limit ourselves to just a few under-
writing formulas the way a lot of under-
writers do. We're open-minded. Free to
listen to our clients' suggestions.

And willing to try our best to handle
risks their way.

To be that flexible, you need more than
a familiarity with a lot of different underwriting
techniques.

You need an understanding heart. Because how.
can you give a client what he wants unless you're
sincerely interested in understanding exactly what he
has in mind?

We are. -
And if that explains why so many people have liked

doing business with us over the past two years, it
also explains how Transatlantic Rd got to be one of
the fastest growing facultative reinsurance markets
in America today.

So call us. Tell us what it is you need and don't
worry how it sounds.

After all, nothing leads to complete uriderstanding
better than a heart-to-heart talk.

Transattantic
Reinsurance Company
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For more information, contact Transatiantic Reinsurance Company. Dept. A, 99 John Street, New York, N.Y. /0038/2/2.770·9508.
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Cayman
Recession, tough laws stall captive growth

By STEVE SHERWOOD

GRAND CAYMAN, B.W.I.-
"We're growing gradually; there's
no burst of people breaking down
our doors,".one underwriting man-
ager says about the budding captive
insurance industry on this tiny
British crown colony.

Blaming 1981's sluggish perfor-
mance on high interest rates, the
U.S. recession and the enforcement
of the island's 1979 insurance law,

observers remain optimistic about
Cayman's futureas an offshore in-

surance domicile.

In the second full year under the
island's insurance law, which man-
dates registration and licensing of
insurers, they agree:

• Cayman is slowly but steadily
consolidating its position as the No.
2 offshore captive and reinsurance
center.

• The trend is away from "pure"
or single-owner captives and to-
ward association captives formed to
underwrite credit life, medical

malpractice and bther coverages
for various groups.

• Drastic growth will likely
come only if Bermuda's govern-
ment infighting, crowded facilities
and more stringent insurance laws
enhance Cayman's image.

"We are beginning to develop an
identity of our own," says John
Darwood, Cayman's insurance su-
perintendent, appointed to admin-
ster the colony's insurance laws in
April 1980.

"I am encouraged by the interest
shown in us to date. We have at-

tracted a reasonably high-quality
clientele."

Although Cayman's secrecy law
prohibits naming parent companies
or releasing other pertinent infor-
mation without permission, Mr.
Darwood says, "Three or four sub-
stantial reinsurers are making in-
quiries that should develop into
something firm in the next 12
months."

Attorney Timothy Ridley, whose
law firm, Maples & Caulder, has a
thriving practice with about 30
captives, says, "The big boys-the
AIGs, the Aetnas, the Continentals

-are looking at Cayman and seem

5 REASONS CONTROL DATA
TECHNOLOGY GIVES YOU

BETTER HEALTH BENEFITS
MANAGEMENT.

We pioneered fully-automated claims processing systems more
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to like what they see. I think they
will be establishing here, but it
takes them four or five years to
move on a prospect."

Anthony Stelling, manager of
Scotia Insurance Services agrees.
"There are one or two companies
I'd like to talk about because they
are sizable, but the secrecy law gets
in the way.J'

Scotia, a division of the Bank of

Nova Scotia Trust Co. Ltd., is the
largest of 29 firms licensed to man-
age Cayman-based captives, with
55 clients. Mr. Stelling says he has
not analyzed his firm's growth in
about a year because, "Most of the
time has been tied up by getting our
existing clients into compliance
with the law."

Cayman insurers underwrite
about $200 million· of premiums a
year, in addition to that produced
by "supercaptive" United Insur-
ance Co., Mr. Darwood says.

United, owned by 28 companies
and writing $159 million of busi-
ness in 1981, is the largest Cayman
insurer. It is managed by Transna-
tional Risk Management Ltd., a
Fred Reiss company.

Most other captive insurers are
far smaller, in the $250,000 to $10
million premium volume range.

As of Feb. 28 this year, Mr. Dar-
wood had received 287 applications
for licenses permitting companies
to insure risks outside Cayman,
most from existing insurers. Of
these, 199 were granted, 24 were
refused or withdrawn. The remain-

der are still pending approval.
At present, 123 of the licensed in-

surers are captives, 67 are owned
by single companies and 56 by asso-
ciations.

Twenty-eight captives under-
write workers compensation, 26
underwrite comprehensive liability
and property, 21 underwrite medi-
cal malpractice and nine under-
write product liability coverages,
the superintendent says. The others
provide a variety of insurance and
reinsurance.

"We added new insurers at the
rate of six or seven a month for the

last six months of 1981," Mr. Dar-
wood says. During 1982, 13 new in-
surers, four of them association
captives underwriting credit life
insurance for U.S. automobile

dealers, have been licensed. Mr.
Darwood has had to turn away sev-
eral applications.

"Some leave a certain amount to

be desired, falling short in capitali-
zation, or overexposing themselves
as far as liability. Some don't have
the underwriting expertise we re-
quire, some have more work to do
before they qualify and others have
said, 'Perhaps we'd better go some-
where else.' They are welcome to
do so."

The superintendent, who has
broad discretion in setting capitali-
zation requirements and capi-
tal/surplus underwriting ratios for
each insurer, also wields significant
power in the licensing process.

If the superintendent recom-
mends against a company, its
chances of being approved by the
Cayman Islands' executive council
government are virtually nil, is-
land sources say.

"We don't really regard it as our
business to do a company's under-
writing for it, but we do have views
on what is desirable and undesir-

able," he says. "Our law allows an
insurer to get on with things pretty
comfortably once it has its license,
so we want to look closely now."

Continued on page 26
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Cayman lures more association captives
Continued from page 22

Judging from recent applic:-
tions. he says, "I don't see thai pure
captives will be with us much
longer. I think the growth area is
association captives, primarily for
workers comfensation."

The firmation of association cap-
tives is expected with the soft U.3.
market, says Ian Kilpatrick, man-
aging director of Insurance Man-
agement Consultants Ltd., based -n
George Town. the largest city.

"I think we are no worse off than

anyone else," he says. "But there
has been a slowdown in captives-
certainly in single-parent captives
-so we're going after association
business."

One drawback is that association

captives take longer to form than
those with sir.gle parents since they

do not have one chief exeutive of-

ficer rnaking decisions, he says.
Even so, they appear tc be Cay-
man's best hope for immediate
growih, with groups of doctors.
auto dealers and even insurance

agents seeking to start companies.
Mr. Kilpatrick's 1.st of clients

grew to 13 from seven during the
past 1 ear. nearly doubling the pre-
mium volume of managed com-
panies to $13 million. All of his cap-
tives are association-owned.

"They don't generate enough in-
come now to cover overhead, bus

they ultimately will," he says. His
work for the six new clients, in-

cluding arranging licenses, brings
his firm about $6,000 a year from
each.

"The problem I'm finding is thai
there Esa lot of talk but not a lot of

cal*ives are coming to fruiticn, ' he
says.

Transnational Ltd.'s new subsidi-

ary, Transnational Risk Manage-
ment. which handles she affa.rs of

United and 15 other Cayman-based
captives, also sees potential in asso-
ciations.

"The v. hole thrust of the captive
market is different ncwin that

large companies which would form
their own captives have arealy
done so," says Graham King.
Transnalional's controller. "Now

smaller companies and assccia-ions
are forming them."

Transnational recently took or
four new association clients from

Dallas and Houston-automobile

dealerships insuring credii 1 fe and
extended warranty progrars, he
says.

I.,

.00

D.

Included among its otner cap-
tives j: Imperial Chemical Insur-
Ence Holdings Ltd. the sp]inter op-
cration of a Bermuda captive
c.vned by Imperial Chemical In-
austries of the United Kingdom.

Transnational is broadening i.s
scope well beyond :he management
of Un.ted, Mr. Graham adds.

In November, the cimpany com-
p_eted its Transnational House, the
largest captive management office
complex on Cayman, and increased
its full-time personnel from 16 zo
23.

Kathleen Bodden Evans, office

manager if Caritbean Risk Spe-
eialisks Ltd., acknowledges the
movemen- toward associations, b_it
says, "Companies can still make a
ot thzough pure captives."

She cites her firm s own parent

company, Anderson, Greenwood &
Co. of Houston. as an example.

"Caribbean Casualty Assurance
Co. Ltd.,our parent's captive, is
now an acceptable reinsurer," she
says. "It has made a tremendous
profit on its own and become big
enough to write third-party busi-
ness."

Caribbean Risk Specialists man-
ages 12 captives, including three for
Anderson, Greenwood. Each writes

an average annual premium vol-
ume of $400,000 to $500,000, mainly
from workers compensation and
general liabilty risks.

"We had a prospect in the other
day looking for product liability in-
surance on safety helmets and har-
nesses and one medical malpractice
captive has just been started and
looks good," Ms. Evans says.

But as the firm's financial man-

ager. Turney Rankine, points out,
most of its captive clients are indus-
trial and all are owned by single
parents.

"There is association business to

be had," says David Campbell, who
opened a two-person Cayman cap-
tive office for broker Johnson &

Higgins 15 months ago. His first eli-
ent was an association captive
formed by eight poultry producers.
It underwrites automobile, general
liability and workers compensation
insurance for its members.

Mr. Campbell manages two other
single-parent captives, of which
one underwrites product liability
and the other workers compensa-
tion coverages.

Cayman's captive industry will
see little real growth until some-
thing happens in Bermuda, Mr,
Campbell says. "Right now we are
just crawling up on our own
steam."

But he indicates recent legisla-
tion in Bermuda, forcing product li-
ability insurers to certify their re-
serves. may mark the beginning of
a limited exodus from Bermuda to
Cayman.

With a growing service industry,
plenty of space for expansion and
government cooperation, Cayman
seems the logical escape route from
Berniuda.

"We have a product liability cap-
tive coming here from Bermuda
next month as a result," Mr, Camp-
bell says.

A Bermuda native who recently
started Watford Insurance Manage-
ment Ltd.,a Cayman-based man-
agement firm with four captive eli-
ents, gives a similar assessment.

"In Bermuda, with 1,100 captives
and 140 management companies,
the business infrastructure is

stretched to the limit," says J. Wil-
liam Rewalt, Watford's managing
director. "I don't think there is

much doubt that Cayman will
progress further and faster simply
from the crowded nature of Ber-

muda."

Captive attorney Mr. Ridley con-
trasts Bermuda's population of
55,000 with Cayman's 17,000 peo-
ple, pointing out that Bermuda's
land mass of 25 square miles is one-
third that of Cayman's.

"You can still build houses and

offices here," he says. "There's
room to expand."

If Bermuda maintains a stable

government and there is no in-
crease in labor unrest, it should

continue in its leading role, Mr.
Ridley says,

"If there is a change of govern-
ment in the next election, however,
I think a viable alternative will be

sought and that the alternative will
be Cayman."

Established Bermuda captives
are naturally reluctant to create
added commitments on Cayman
because of the time and money
they have invested in Bermuda, he
says, "but I don't think they will be
able to avoid it." .

1
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WE'VE SET THOUSANDS OF FIRES because we need
thousands of answers. How do fires begin? Do you
need a spark? What gives a fire its direction? How far
will a dust explosion spread?
A As one of North America's largest industrial insur-
ance companies, Arkwright-Boston knows the
better we understand fire, the better we can prevent
and control it. And controlling damages can help
control rates.

*I Fire research has always been a priority with
Arkwright-Boston. At the 1500-acre Factory Mutual
System test site, the largest of its kind in the world,
we set thousands of fires ... to study sprinkler heads,
spray patterns,water pressures, flammability...all the
variables that make fires unpredictable. ARKWRIGHT-
A Some people think it's unusual for an BOSTON
insurance company to spend so much INSURANCE
time burning thi ngs down. We think it's .
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Cayman managers seek residence rule
GRAND CAYMAN, B.W.I.-

Only 12 of 29 firms licensed to
manage the 123 captive insurance
companies based on Cayman ac-
tually maintain offices here.

Most reside on Cayman in name
only.

The same is true of many insur-
ers. Their nameplates are in the
doors of local banks and accoun-

tants' or attorneys' offices, bit the
captives' decisions are made in the
parent companies hane offices.

But that Cayman traditian may
soon change. Some captive manag-
ers that have gone to tne expense of
setting up shop on Cayman Eant to
make physical -presence on the is-
land a requirement.

Heading that movement is Ian
Kilpatrick, managing director of
Insurance Management Consul-

tants Ltd. and president of the Cay-
man Islands Underwriting Manag-
ers Assn.

Mr. Kilpatrick's firm manages 13
captive insurers and employs a
staff of eight here.

"Our organization s campaign-
ing for an amendmens (to the 1979
Cayman insurance law) which
would assure that companies have
people on the isla nd ac countable
for their activities,' Mr. Kilpatrick
says. "Right now we have com-
panies licensed here while their
principals are outside the jurisdic-
tion of the law."

Roger Corbin, directcr of Absit
Insurance Management Ltd., adds:
"The industry is concerned about
the number of captives managed by
so-called managers whD have no
presence here. When something

goes wrong, whom is the insurance
superintendent going to call?"

Absit currently has 10 clients and
is headquartered in an ancient-
looking Cayman dwelling called
Heritage House. Inside is a modern
office with wall-to-wall carpeting
and computer terminals

"The place where a company is
doing business is normally where
the mind and mangement are," he
says. "If a company has no physical
presence here, it is hard to substan-
tiate a claim that it is a Caymanian
company."

Some "very senicr" insurance
operations are located on Cayman
in name only, he says. "If they are
not operated out of the offshore
domicile, they must te operated
onshore. It doesn't take Sherlock
Holmes to deduce that."

Anthony Stelling. manager of
Scotia Insurance Services, a divi-
sion of The Bank of Nova Scotia

Trust Co. Ltd., which manages 55
captives, agrees.

"As a i.censed underwriting
manager we are required to dis-
close our fears and coubi about a

company b the insurance superin-
tendent. Where management is
done by outsiders, however, -there
is no obliEation to apprise him of
problems," he says.

As the insurance law now stands,
a captive insurer domiciled on Cay-
man is not required k h-re an un-
derwriting manag.r. It must simply
prove to Insurance Suierintendent
John Darwood's satisfaction that it

has underwriting exfer.ise avail-
able to -t. The comp:ny does not
have to open offies or. Cayman.
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Likewise, underwriting manag-
ers are permitted to operate with-
out a physical presence.

"We prefer local presence be-
cause it gives us the benefit of good
communications-quick answers to
inquiries," Mr. Darwood says. "We
do say we'd like them to have the
objective of setting up shop when it
becomes economically feasible."

But if an underwriting manager
has only three clients with little pa-
perwork, it might not be feasible
for him to buy a piece of expensive
Cayman real estate to open an of-
fice, he adds.

"Until a company has a pretty
substantial operation, I don't think
it can have physical presence here.
It would need a fairly profitable
business to meet what would prob-
ably be $100,000 a year in operating
costs," says Peter Baker, a partner
in the accounting firm of Peat,
Marwick & Mitchell in George
Town.

Mr. Baker's firm performs an-
nual audits and other services for

about 80 captive insurers on Car
man.

Services also complicate the
issue. Cayman has developed an in-
dustry around providing absentee
owners with local services and

some of the duties licensed un-

derwriters perform for clients also
overlap with those performed by
Cayman attorneys and bankers.

One underwriting manager says
his role is to do as much or as little

as is required by the client toward
setting up or maintaining a captive.
This can include acting as corpo-
rate secretary and director, provid-
ing an office, administering rec-
ords, accounting, bookkeeping, as-
suring the company's compliance
with Cayman law, even designing
and implementing the captive from
start to finish.

Attorney Timothy Ridley, whose
George Town law firm, Maples &
Caulder, services about 30 captive
insurers, says, "We do not in any
way offer ourselves out as a man-
agement service." ·

But an attorney's services can in-
clude submitting license applica-
tions, putting together corporate
documents, seeing to it that the
captive complies with the law and
sometimes acting as corporate sec-
retary.

Mr. Ridley agrees, however, that
there is some overlap in services,
particularly in obtaining and ren-
ewing a license. But, "we really
don't see it as competition. If a eli-
ent wants to have the underwriting
manager make license applications
and have us simply handle the
legal aspects, that's fine with us,"
he says.

Timothy Marsh, president of
Cayman-based Insurance Services
International Ltd., a captive man-
ager with about 11 clients, says
there may be a tendency among
some managers to want a closed
market that would force captive
parents to buy services locally.

"Ultimately, I don't think that
will be to anyone's benefit," he
says. "If people think they are get-
ting better service off the island,
we need to get our socks off and
provide it here. I'm prepared to
take my chances with an open
market."

Mr. Kilpatrick, though, defends
his proposal: "I've been accused of
trying to make sure all the business
comes to underwriting managers
here, but that is not really the rea-
son (for the proposed amend-
ment)."

If a company reaps the benefits
of being chartered on Cayman, it
should have a presence here, he
says. It is too easy for a company to
go wrong in the first year, before
the company submits an audit to
the superintendent. When it hap-
pens, Cayman has little recourse. .
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Bahamas plans more captive incentives
By STEVE SHERWOOD

NASSAU, Bahamas-The Ba-
hamas is as good a captive domicile
as any, insurance sources say, but
just not good enough to make a
company island hop.

With an estimated 20 captives in
the Bahamas, 123 in the Caymans
and more than 1,000 in Bermuda,
the Bahamas are trailing in the
competition for captive insurers,
and not likely to catch up withoit
government help.

"In the Bahamas, at present,
there is a great desire to attract
captive insurance bisiness," says
Sidney Pine, the New York attor-
ney who introduced the offshore
captive concept 25 years ago.

"There is more spirit and more
cooperation. However, they have
been informed and believe that

varicus steps must be taken to
make the Bahamas zompetitive
with other domiciles.'

SteF by step, :he gcvernment is
overhauling insurance laws, at-

tempting to reverse years of confu-
sion and misunderstanding brought
by 1969 and 1975 legislation that
called for registration of insurers,
publication of accounts and a 1%
premium tax.

The first step is creation of a new
insurance law to give Bahamian
captives the competitive advan-
tages now available elsewhere and
to guarantee against taxation for a
period of time, Mr. Pine says.

"A draft of the law has been pre-
pared and is being circulated

among government and business
people to make such changes as
they deem proper," Mr. Pine says.
This will eventually be presented
to Prime Minister Lynden Pind-
dling and his cabinet for approval.

The second step must be a more
relaxed attitude toward work per-
mits granted to expatriate workers,
he says.

"At present it is the govern-
ment's policy not to grant permits
for longer than three years," Mr.
Pine says. "Management firms

OVERVIEW
The management system

that helps control
human error.

So you can controlloss.
OVERVIEW is a un-que set
of management programs
developed by Industrial Risk
Insurers to help control
human error.

OVERVIEWallows the top
management of commercial,
industrial, or institutional
organizations to manage its
loss prevention and control
programs, and to guade its
staff during the implementa-
tion of these programs.

OVERVIEW offers action

s Prevention and Cor*rol.

A

plans that help
managers evaluate
their present programs

for protecting prop-
erty, production,

and profits.

4

OVERVIEW

explores 14
major areas of an or-

ganization's defense
against loss by pro-

viding essential
background
information:

• impairments to
protection systems

• smoking regulations

• maintenance

• employee training
• new construction

• insurance company
recommendations

• pre-emergency
planning

• hazardous materials
evaluation

• cutting,
welding, and
other hot work

f •loss prevention
inspection

• fire protection and
security surveillance

• fire protection
equipment inspection

* process hazard evaluation
• proper housekeeping

OVERVIEW provides insur
ance agents and brokers with
a working knowledge of loss
prevention and control pro-
grams, enabling them to
deliver better service to their
clients.

OVERVIEW. Contact your
nearest IRI field office for

more information.

The moreyou know about IRI, the moreyouknow about
commercial and industrial property insurance. c

lindustrial

INC[ Ad nsurers

have indicated this is not long
enough to make them willing to
move themselves, their businesses
and their families to the Bahamas.

In my opinion, a five-year permit
would be adequate."

Charles Fernie of Nassau's bro-

kerage and general agency J.S.
Johnson & Co. Ltd. says that, pend-
ing an election year, it is too early
to discuss the new law in detail but
indicates the other laws were mis-
understood.

"The 1975 Insurance Amend-

ment Act applied a 1% premium tax
on insurance written for local risks

and was never intended for or ap-
plied to captives," he says. "I think
there was reference made by com-
peting centers that made it sound as
if the law applied to captives."

In 1978, with Mr. Pine's help, Ba-
hamian insurance laws were up-
graded to make them competitive
with those of the Caymans and
Bermuda.

"I don't think there are any bar-
riers any longer," Mr. Fernie says.
"Any problems are an overhang
from the 1969 law, passed when
captives were in their infancy.
They didn't want to publish their
accounts and, because of that, many
went to Bermuda."

J.S. Johnson manages four cap-
tives now and will add two more

soon, Mr. Fernie says. "Both of the
new captives, which are very close
to completion, have considered the
other offshore domiciles and opted
for the Bahamas."

Other local captive managers are
British-American Insurance Co.,
Bankers Trust Co. and the Bank of
Nova Scotia Trust Co. Ltd.

All are more actively involved in
banking, trust or other lines of
business than in captive manage-
ment. J.S. Johnson, for example,
will write an estimated $12 million
in insurance premiums for insurers
in London and worldwide during
1982.

Even so, "We are very much in-
volved in doing what we can to
make the Bahamas a captive domi-
cile," Mr. Fernie says.

John Young, the general man-
ager of Bankers Trust, says his firm
is also actively pursuing captive in-
surers.

"I think you can say there has
been a definite turnaround here in

the past year. We are no longer
being ignored as a domicile."

The dozen or so active and inac-

tive captives based in the Bahamas
in 1980 doubled in 1981, he says.

"In March, some senior people
who direct 90% of the captive busi-
ness gong to Bermuda, Caymans
and Guernsey met at the Easthill
Club in Nassau to discuss the cap-
tive business here," he says. Deputy
Prime Minister and Finance Minis-

ter Arthur G. Hanna spoke at the
meeting.

"Considerable interest was

kicked up as to the Bahamas being
an add-on facility for captives,
since Bermudian facilities are so

crowded," he reports.
The Bahamas business infras-

tructure "far exceeds anything in
the Bahamas or the Caymans," Mr.
Young adds, referring to the is-
lands' 325 banks and the presence
of the Big Eight accounting firms.

The registration fee for insurers
is is also attractive, $1,000 to $3,000,
with a minimum annual renewal

fee of $500, says Royan Ellis, of the
Bank of Nova Scotia Trust. This

contrasts with the $6,000 fee
charged on Cayman.

Mr. Ellis came to the Bahamas
from Scotia's office on Grand Cay-
man, where the firm manages one-
third of that island's captives. His
Bahamas office manages one cap-
tive and has one definite prospect.

Mr. Ellis says his company is en-
couraged by the government's atti-
tude. •
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"Hey Fred, I think we justfound a
qua/ity source for those tough specia/ty prob/ems."

Alexander & Alexander has discovered a quality
source for tough specialty problems: Hartford
Specialty. You can, too. Don't make a decision
on any specialty business without a quote from
Hartford Specialty.

HARTFORD,
SPECIALTY,.W.d
Performance is our specialty.

Hartford Specialty Company. An affiliate of The Hartford Insurance Group, Hartford, Conn. 06115. Products and services:
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St. Peter Port is the capital and insurance center of Guernsey in the Channel Islands.

*AnONINSURANCE?
1 MAKE BOIlS, Nar AIRPLANES

Guernsey
Channel Islands

boast full services
By STACY SHAPIRO

GUERNSEY, Channel Islands-

All the services a captive insurance
manager needs can be found on the
cobblestoned main street of St.
Peter Port.

Guernsey's strong financial com-
munity is so compact, remarks one
London insurance director, "that

you can see your lawyer, go to
court and end up in prison without

He could be

. one of your
clients. And he probably already has a Products Liability policy.

But chances are that policy excludes aviation liability..So he's
unprotected if one of his products eventually becomes part of an
aircraft involved in a major loss. That's where Associated Aviation
Underwriters can help. For over fifty years we've been handling
the special insurance requirements of the aviation industry and

we can provide your client with the aviation products liability
coverage he needs. Call us today. For aviation a a

insurance-whatever business your client is in
.,flying first class means coverage from AAU. FLYING FIRST CLASS

ASSOCIATED AVIATION UNDERWRITERS 90John Street. New York, New York 10038 • ATLANTA •CHICAGO• DAL-LAS • DENVER. DETROIT • KANSAS aTY•LOS ANGELES • SAN FRANCISCO• SEATTLE

I.

getting wet."
The States of Guernsey, which is

the government for all of the
Channel Islands except Jersey,
provide about 130 captive insurers
with a comfortable harbor and re-

laxed insurance regulation, only
300 miles from the London insur-

ance marketplace.
Captives have operated on

Guernsey since the 1930s, and some
local historians even believe that

Guernsey's first "captive" was En-
gland back in the 11th century.

In 1066, the islands were part of
the duchy of Normandy when Wil-
liam the Conqueror took England.
So islanders can call England "our
oldest posession."

Lawyers-called advocates-and
accountants trained in Britain and

France work in the shadow of the

the local court and the prison.
Some of Britain's largest banks
house more than 2 billion pounds
($3.56 billion) in assets on Guern-
sey.

In fact, some captive managers
on the 27-square-mile island say
that Guernsey is almost a "mini-
London," but without all the has-
sles of a big city.

"We move slower than London,

Some local historians

even believe that

Guernsey's first
'captive' was England
back in the days of

William the Conqueror.

but we get twice as much done,"
says Michael Savage, chief execu-
tive of Reinsurance Corp. of
Guernsey Ltd. "But there is no
need for red tape here, so if I have a
question I can have the answer by
lunchtime."

There are some troubles in para-
dise, however, and some breezes of
change may soon chill captive
growth in Guernsey.

One gust come from from Brit-
ain, which is threatening to fully
tax offshore companies. Islanders
call the study document that pro-
poses this change the "yellow
peril."

Guernsey's British captives are
now subject to a 20% local income
tax (see related story).

Another gust blows from the
other satellite islands around Brit-
ain.

The Isle of Man has just opened
its tax-free doors to captive insur-
ers, and Hogg Robinson Group and
Alexander Howden Group already
have formed captive management
companies there.

But the Isle of Man does not yet
have the financial resources of

Guernsey, captive managers say. In
fact, some companies looking at the
Isle of Man as a captive domicile
are going through Guernsey offices
until that expertise develops.

Jersey, however, may pose a big-
ger threat. The Jersey government
is discussing legislation to allow
captives onshore.

Jersey, with a population of
85,000, offers better communication
and airline sevices, sources say, but
so far has banned all insurance

companies except one from the is-
land.
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Guernsey's reinsurance volume growing
·

f *
.

Photo: Stacy Shapiro

Mr. Savage

By STACY SHAPIRO

GUERNSEY, Channel Islands-
This tiny island will probably
never rank in the same league with
Bermuda, the king of captive domi-
ciles, say captive managers here.

But don't count Guernsey out as
a home for both British- and U.S.-

owned captives or as a growing in-
ternational reinsurance center.

"I think the insurance industry is
going to grow here, but it is not
going to explode," says Michael
Savage, chief executive of the Re-
insurance Corp. of Guernsey Ltd.

"I think we will see some North

American companies coming here
in the next 12 months," he says.
"They might have subsidiaries in
Europe and want a European base,
or they may be Bermuda-based

companies that want to place busi-
ness elsewhere or may want a
boathold out of Bermuda:

GLernsey's present captive popu-
lation will continue to flourish into

a formidable reinsurance market

for London risks, even if new cap-
tives are not formed, insurance
managers on the island agree.

"We want Guernsey to become a
reinsurance center," says Tony
Taylor, chairman of Transglobe
Underwriting Management
(Guernsey) Ltd., a C.T. Bowring
subsidiary that manages about 20
mill:on pounds (approximately
$35.6 million) in premium.

Already one of Transglobe's
major captives, Polygon, is becom-
ing a major aviation reinsurer, says
Mr. Taylor.

Polygon was founded about six

years ago as a captive mutualinsur-
ance company for Swissair, SAS
and KLM airlines, but it now earns
80% of its 2 million pounds ($3.56
million) in premium from third-
party aviation reinsurance.

The Insurance Corp. of Ireland
also has opened a reinsurer, Rein-
surance Corp. of Guernsey, which
Mr. Savage manages.

"We reinsure about half of the

captives in Guernsey," Mr. Savage
says. "They reinsured with us in
London before we moved here. But
now we can service them here."

Reinsurance Corp. of Guernsey
also reinsures fire and marine risks

from the London market, Mr. Sav-
age says. Last year, it earned 1.36
million pounds ($2.42 million) from
5.12 million pounds ($9.11 million)
in premium volume.

Dowespeakthelanguageof
Multinational Risk Management?

Si'
jla,

Hai
Because for more than 50 - jy<F,.A
years, Royal Insurance has
been providing insurance  . >1: ]2
protection and risk man- .: 37.1.''
agement services to many of
America's largest companies. And
we've been doing it through the broadest
international facilities of any insurer, with
over 500 offices located in 80 countries world-
wide and 125 offices in the U.S.

So when we formed a facility for risk man.
agement, Royal Insurance Service Company
(RISC ... pronounced "risk") we made a good
thing even better.

RISC complements our extensive intema-
tional insurance capabilities by making
available individual services such as claims

handling and administration, loss prevention
engineering, rehabilitation nursing and com-

puterized risk analysis
...with or without

insurance.

Each RISC package is
designed to fit a client's

special requirements.
What's more, our work is

·0:·* 2 our work. We don'tsub-
:,« contracta client's portfolio

to a host of service vendors.

So if you are a risk man-
ager of a U.S. multinational

company, or an agent or broker
6 serving this market, you need an
insurance carrier that's big enough and

experienced enough to know the world ...
and to understand your place in it.

Is there a Royal Insurance representative
near you?

Mais oui.

Nobody insures it like ...
..t..

Royal  Insurance
150 William Street,
New York, NY. 10038

Another captive managed by Mr.
Savage, Meadows Indemnity Co.
Ltd., owned by Gould Inc. of Roll-
ing Meadows, Ill., also dabbles in
third-party underwriting, he notes.

"In Bermuda, captives under-
write third-party business because
of the IRS, but that is not the rea-
son Gould does it here," he says.
"Gould did it for diversification."

Gould's captive now underwrites
some small portions of quota-share
reinsurance treaties from profes-
sional insurance and reinsurance

companies. Like most of the rein-
surance that comes to Guernsey, its
business comes from the London
market.

Not every Guernsey insurer par-
takes in third-party or reinsurance
underwriting.

British captives lack the strong
incentive that Internal Revenue

Service regulations provide (see re-
lated story), so few of the 130 cap-
tives on the island swap business
among each other unless they want
to diversify.

The property insurance captive
of Canada's MacMillan-Bloedell's,
set up by Michael Ward, managing
director of Risk Management Ltd.,
in 1973, doesn't want to diversify.

"That is the corporation's philos-
ophy," Mr. Ward says. "With third-
party business, some parents would
have thought to pay the taxes
rather than the losses. I am not

against third-party underwriting,
but you have to go into it for the
right motives. The wrong reason is
tax credibility." .

Get a lawyer,
attorney says

GUERNSEY, Channel Islands-
If a risk manager is planning to set
up a captive insurer on Guernsey,
he might first consult a local law-
yer instead of a captive manager.

As in most captive domiciles,
knowing the laws and the right
people saves many headaches. In
Guernsey, lawyers meet both needs
and a few others.

"A company comes to see me to
find out the laws in Guernsey,"
explains John E. Langlois, a
Guernsey legislator and a partner
in the firm of Carey, Langlois (pro-
nouneed Langley) & Co.

"I introduce them to an accoun-

tant," he told Business Insurance in
his office in St. Peter Port. "I also

make sure they are put in touch
with competent managers, unless
they are providing captive manage-
ment themselves."

Mr. Langlois can also provide
British companies with non-En-
glish directors.

"If a company has all English
directors, it would be taxed in En-
gland. So you have to have a major-
ity of Guernsey directors," he
explains. "I am a director of about
10."

Choosing Guernsey directors is
not an easy task, he adds.

"Not all professional people in
Guernsey are aware of what insur-
ance is all about," he said.

Although most of his clients are
British companies, more interna-
tional firms are researching
Guernsey as a captive domicile.

"Foreign interest is increasing all
the time," he says. "There are some
U.S. captive companies here and
there is more interest than there

used to be from U.S. companies,
especially if they have risks in the
European Economic Coummunity
countries."

U.S. companies are also showing
interest in Guernsey as a backup
home for captives in case govern-
ments in larger, more traditional
domiciles like Bermuda and Cay-
man turn hostile. .
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The stroke of a pen
has broughtyouadynamic # +
new underwriting resource.

The Exchange is now able to accept

direct excess/surplus lines business on
risks across the country.

A brand new market was created on February

18 when New York's Governor Hugh L. Carey

signed legislation permitting the New York
Insurance Exchange to place direct excess/
surplus lines insurance on risks throughout
the United States, just as we've been doing
internationally since 1980.

Now, The Exchange is able to accept:

(1) reinsurance of all kinds, domestic and
international; (2) direct business of all kinds

outside of the United States; (3) direct New

York State business rejected by the Free-Trade

Zone; and (4), pending the approval of other
states, direct excess/surplus lines business

on risks throughout the country.

Bornjust twoyears ago, The Exchange
has already achieved a remarkable record

of growth. Clearly, this unique facility is
fulfilling a real need. With the way now open

for The Exchange to serve brokers, agents and

risk managers with major underwriting needs

throughout the country, the future is bright
indeed.

The Exchange is a vital and exciting
factor in the world insurance industry.

We're molding a whole new
market for Ameriea.

NYO[®6©[RAIN]©*iXCHANGE
For information on The Exchange, contact: Donald E. Reutershan, President. New York Insurance Exchange

59 John Street, New York, NY 10038 (212) 791-0700
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Two men you should know on Guernsey
GUERNSEY, Channel Islands-

There are two men on Guernsey
that every captive manager knows.

They can be spotted walking
down the cobblestoned main street
of St. Peter Port or strolling toward
the government house near the
quayside. They will stop and chat
and perhaps solve a captive man-
ager's problem right in the middle
of the marketplace.

"I've been here now six years
and I have come to know everyone
here," says one of the two men,
Bruce Riley, commercial relations

adviser fir the States of Guernsey
"And it someone wants a meeting
we gather everyone up and get
things dcr.e in a day. The U S. busi-
nessmen are staggered by this, but
small is beautiful."

Mr. E.Eey, with the island's acvi-
sory and finance commit:ee, ap-
proves all captive insurers that
seek domicile on Guernsey.

"No ecmpany starts without our
consen:' Mr. Riley says, explain-
ing thas : captive must have a min-
imum capitalization of 100,)00
pounds ( approximately $187,COC) if

it wants to use the word "insur-
ance" in its title.

"And any manager here knows
that if he shows less than 100,000
pminds, he better have a good rea-
son to tell me," he adds.

However. there is no formal an-

nual audit or government registra-
tion of captive insurers to track in-
dustry growth or financial sol-
vency.

Although Guernsey's banks are
required to show the government
their books, no, such law has yet
been produced for captives, Mr.

Protection

It - 0- r
-

-·, ours too. Professionallyengineered loss prevention, by
Protection Mutual, tailored to

protect your properties and your profits.
Our professionally underwritten
insurance contracts help you replace
property and return to normal
operations when losses do occur.

Now, in addition to our time honored
superior named peril policy, you will
like Protections's new Protection All
Risk Policy or our new FM Special
Comprehensive Property Policy.

D

Protection Mutual's inclusive policies
offer an innovative approach to broad
risk coverage. These new options are
designed for you so that coverage can

be tailored to your specific needs.

It's our word. Protection!

IA.i

Protection Mutual Insurance Company
300 South Northwest Highway
Park Ridge, Illinois 60068

312/825-4474
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Riley says.
But that soon may change, he

points out. A working party, con-
sisting of four of the island's most
prominent captive managers and
Mr. Riley, is studying ways to regis-
ter captives and police their rein-
surance and reserves.

"The time has arrived that it is
essential to get legislation on the
statute books," Mr. Riley says.

"I know all the insurance manag-
ers personally, and I see the captive
accounts on a voluntary basis," he
continues. "But now we have the
third-party elements to protect."

The other man every captive
manager knows is Ray Heaume,
the income tax administrator.

Mr. Heaume reckons he sees

most of the captive insurance man-
agers once a day, if not in his office,
then on the street as he heads to

work. And if there is a question of
how to set up reserves or the best
way to pay a captive's tax, then Mr.
Heaume is all ears.

"We have a tax on all operations
at 20% full-stop," says Mr. Heaume,
whose department took in 51 mil-
lion pounds ($95.4 million) last
year. But there is no other kind of
tax on the island-no state duty, no
gift or sales tax, etc.

"Income tax was set up in 1920 to
provide part of the resources to pay
for the island's public services," Mr.
Heaume explains. "The tax, how-
ever, doesn't go up every year as it
does elsewhere."

There are three ways a captive
can be taxed in Guernsey.

The "corporation tax company,"
whose management is not based on
the island, is taxed as a non-resi-
dent at a flat rate. Some such com-

panies still exist, but very few.
"The corporation tax company

can no longer be set up," notes Mr.
Riley. "They were our Achilles'
heel" because there was no Guern-

sey-based management control on
these companies.

"We want to see Guernsey's cor-
porate companies properly man-
aged in Guernsey," he says.

A captive can also be taxed as a
mutual trading company whereby
it is effectivey taxed just on its in-
vestment income. Or it can pay the
20% tax on its overall revenues

Many captive managers encour-
age full taxation because then busi-
ness expenses and underwriting
losses can be deducted.

But Mr. Heaume is usually will-
ing to show how to form a on the
island that takes best advantage of
its income tax laws, captive manag-
ers say.

"If they have, say, special risks,
we look at the history of claims and
agree to a type of reserve that fits
the circumstances," Mr. Heaume
says. "They put up the proposal and
we discuss the matter." .

Papal pilgrimage
covered by captive

GUERNSEY, Channel Islands-
Some Guernsey natives may feel
blessed that Pope John Paul II is
coming to visit Britain.

But Barry Seymour, managing
director of Alexander Howden In-
ternational Services (Guernsey)
Ltd., is praying all the more.

National Mutual Co., a captive
insurer owned by the Roman Cath-
olic Church in Britain and man-
aged by Howden, is insuring the
church property that will be visited
by the pope for up to 250,000
pounds (approximately $467,500),
Mr. Seymour explains, including
any church artifacts used by the
pontiff.

However, the Catholic Church's
captive is steering clear of under-
writing any liability coverage the
papal visit, he says.

"We run a property program
only," he notes. •

1
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Managers
arranged
by nation
BAHAMAS

British-American

Management Ltd.
J.S. Johnson & Co. Ltd.

BERMUDA

A.C.C. Insurance Services Ltd.

Abbott & Willoughby, Amberco
Management Inc.

Alexander International Ltd.

Altamid Management Co. Ltd.
American International Co. Ltd.

Aneeo Risk Management Co. Ltd.

Argus International

Management Ltd.
Armeo Insurance

Management Ltd.
Association Insurance

Consultants Ltd.

B.F. & M. Management Ltd.
Becher & Carlson

Management Ltd.
Bott & Associates Ltd.

Cedar Hill Management Ltd.
Continental Risk Services Ltd.

Corroon & Black (Bermuda) Ltd.

E.H. Crump (Bermuda) Ltd.

Arthur J. Gallagher & Co.
(Bermuda) Ltd.

S.H. Grayston Management Ltd.
H & H Management Services
Frank B. Hall & Co.

INA International Insurance

Managers Ltd.

Insurance Managers Ltd.
International Risk

Management Ltd.
J&H Ltd.

Kitson Management Services Ltd.
Landmark International

Management (Bermuda) Ltd.
Marsh & MeLennan

(Bermuda) Ltd.

Pinehurst Management Co.
Risk Treatment Services

(Bermuda) Ltd./Venture

Management Ltd./Atlantic
Security Ltd.

Somerset Underwriting
Management Ltd.

Tomenson Saunders Whitehead

International Ltd.

Trenwick Ltd.

CAYMANS

Absit Insurance Management Ltd.
British-American Management

(Cayman) Ltd.
Caribbean Risk Specialists Ltd.
Continental Risk Services

(Cayman) Ltd.
Corroon & Black (Cayman) Ltd.
Homeland Insurance Management

(Cayman) Ltd.
Insurance Management

Consultants (Cayman) Ltd.
Insurance Services

International Ltd.

Johnson & Higgins (Cayman

Islands) Ltd.
Scotia Insurance Services

Southwest Offshore

Management Ltd.
Transnational Risk

Management Ltd.

CHANNEL ISLANDS

Hogg Robinson (Guernsey) Ltd.
Hogg Robinson (Isle of Man) Ltd.
Risk Management Ltd.

TURKS & CAICOS

Caribbean Insurance Management
Co. Ltd.

Somerset Group (Turks & Caicos)
Ltd.

UNITED STATES

Colorado

Anistics Inc.

Johnson & Higgins Services Inc.
Risk & Benefit Management

Systems

Connecticut

Trenwick Inc.

Illinois

Rollins Burdick Hunter

Management Inc.

New Jersey
American Risk Management Inc.

New York

Ebasco Risk Management
Consultants Inc.

M & M Insurance Management
Services Inc.

North Carolina

McNeary Insurance Consulting
Services Inc.

Tennessee

M & M Insurance Management
Services Inc.

Vermont

Risk & Benefit Management

Systems

Virginia
Abbott & Willoughby

Associates Inc.
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Who manages captive insurers?
Who manages captives?
You can find out by reviewing

the listing of captive insurance
company managers that begins on
page 42.

The 1982 Business Insurance

captive management directory is
printed as an editorial service and
is compiled from information sup-
plied by the managers responding
to a questionnaire.

This year's listing is the most
complete ever, with 63 captive
management companies, both off-
shore and onshore, responding.

The 56 companies reporting their
number of clients manage more
than 1,000 captives; the 29 reveal-
ing premium volume report nearly
$2 billion.

The alphabetical listing includes
name, address and phone number,
the year the company was founded

and the parent company.
Under the staff subheading you

can find the size of the manage-
ment company's staff, the number
o f professionals employed and their
professional designations.

Under clients, you will find the
total number of clients, their rela-

tive size by premium volume of the
captive and the total premium vol-
ume of captives managed. The
minimum-size client a manager
will accept is listed here, too.

The captive managers were
asked to identify services they pro-
vide frequently or occasionally
from a list of 19 services ranging
from captive formation to the man-
agement of underwriting pools.

Specifics on compensation, like
the minimum annual fe€, time and

expense charges and if commis-
sions are taken for placing reinsur-

ance, are given.
The names and titles of principal

officers or partners also are listed.
The captive managers were

asked to list subsidiaries, but also to

submit a separate questionnaire for
each captive management office in
a different locations.

You can review captive manag-
ers in a jurisdiction by checking the
geographic index on this page.

Every effort was made to make
the listing as complete as possible.
However, James (Bermuda) Ltd.,

which manages about 30 captives,
declined to answer the question-
naire. Skandia Management Office
for Captives and Jemark Manage-
ment Ltd. supplied insufficient in-
formation to be listed.

To decipher the professional
qualifications of the captive man-
agers' staffs, here is a guide to the

abbreviations: ACCA, Assn. of Cer-

tified and Corporate Accountants;
ACII, Associate, Chartered Insur-
ance Institute; ACIS, Associate,
Chartered Institute of Secretaries

and Administrators; ACMA, Asso-

ciate, Chartered Management Ac-
countants; AIIC, Associate, Insur-
ance Institute of Canada; ARM, As-

sociate in Risk Management; BSC,
bachelor of science in commerce;
CA, Chartered Accountant; CIC,
Certified Insurance Consultant;
CPA, Certified Public Accountant;

CPCU. Chartered Property/Casu-
alty Underwriter; CSP, Certified
Safety Professional; FCA, Fellow,
Chartered Accountants; FCAS,

Fellow, Casualty Actuarial Society;
FCII, Fellow, Chartered Insurance
Institute; MBA, master of business

administration; PE, Professional
Engineer. •
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Those of you faced with the frustrating task
of finding the right insurance coverage for an
energy-related risk should know there is a comfort-
ing alternative.

AIG Energy. Inc. A company whose every ounce
of energy is devoted solely to every source of energy.

At AIG Energy. Inc., a subsidiary of AIG. you'11
find people with a remarkable amount of expertise in
the highly technical field of energy. An expertise that
runs the gamut from the most common forms of
energy to the newly emerging technologies.

It is this expertise that leads to cost-saving,
tailormade comprehensive coverage. In fact. you'd
be hard pressed to find a company. or even a combi-
nation of companies for that matter, that can offer
you more help in more areas, in more cost-efficient
ways, than AIG Energy, Inc. From the simplest to the
most complex coverages. In every form of energy.
From coal mines to uranium mines. From garbage
conversions to tar sand extraction. From oil to solar.

So whatever your energy project, call AIG
Energy, Inc.. at 212-770-7369. Or use the coupon below.

Looking forenergy is a bigjob. Looking for
insurance shouldn't be.

F Please send more information about - - - 7
AIG Energy. Inc.

Name/Title 
 Company 
 Address 

City State

Telephone

AIG Energy. Inc., Dept. A. 70 Pine Street,
New York. N.Y. 10270

814-19-82_L--6*EAdAl*- 
REANSWERISAIG
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A guide to captive management firms

A.C.C. Insurance Services
Ltd.

F.B. Perry Building, Box 1381;
Hamilton 5, Bermuda; 809-295-1159

Year founded, 1961

Parent company: Assoc-ated
Communications Corp.

Staff: 24 total staff, of which five
are professionals holding the fcl-
lowing number of professional des-
ignations: three CPAs, one CPCU,
one MBA.

Clients: 12 total clients, 33% wish
premiums less than $1 million; 42%
$1 million to $3 million; 17% $3 m-1-
lion to $10 mill.on; 3% exceeding

A

4

S20 million

Services provided: Frequent
government reporting, accountinh
computerized accounting, invest-
ment management, occisional cap-
live formation, manual claims prc-
cessing, computerized claims pro-
cessing, claims reserves analysis,
loss forecasting; reins_ranee brc-
kered for captives, reinsurance
brc kered to captives, underwriting
and ratemaking fcr captives, asse-
c.a.ions. special studies lor film and
filin completion insurance.

1981 gross revenues: Not re-
ported.

Principal officers: Derek :.
Bennett, managing director; Anth-
on,· D. Hidden, d.ret©r of insur-
ance, Michael J. Gregry, vp of f: -
nance; Paul A. Forbes, vp of ad-
ministration; George F. Neilson, vp

of account.ng.

Abbott & Willoughby
Associates Inc.

3845 Elrr St., S.Jite 515, McLean,
Va. 221)1, 703-734-3830

Year founded: 1981

Staff: Four total staff, of which
three are professionals holding the
following number c,f professional
designatiins: one P.E.

Clients: Two total clients, 50%

with prerniums less than $1 million:
50% $3 million to 510 million (1982
projection:).

Total premiums under man-
agement: 44.4 million

Services provided: Frequent
captive feasibility Stl_dies, captive
formation, government reporting
accounting, manual claims prD-

I

Cessing, reinsurance orokered fcr
captives, reinsurance brokered to
captives, underwriting and rate-
making for captives investment
management, loss-control services
(through affiliated company, Inter-
national Safety A:sociates); occa-
sional computerized accounting,
computerized claims, processing,
claims reserves analysis, loss fore-
casting, associations, specialized ac'-
counting services, mshore services
for associa-.ions.

Subsidiaries: Abbott & Wit-

loughoy, Amberco Management
Ltd., Parkingtor Associates of
Wash:ngton, D.C., Ltd.; Interna-
tiona. Safety Asscciates Inc.;
Agents Institute for Insurance Mar-
keting.

Compensation: Annual fee;
commissions for reir.surance bro-

Y
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Welcome International
Technology Underwriters 1, 41

 As pioneers inspace and 1 1 Ji

telecommunications insurance,

we are recognized internationally for ouy innovation in j
developing insurance solutions to uniqlze space risks.

We combine experienced staff inthe insurance.
engineering and legal disciplines to produce ratbonal
space and insurance risk managernem programs We
cincdyze communication network risk accurnulation space
systems designs and equipment reliabfily to ensure our
understanding of the technology We esess contrad-
language and co ozcitzoictiozzl* too--_c .
our comprehension of risk managemer-t needs in K)
each project. We rely on our judgment developed intmational 1829 K Street, N.W.

through marry years of wozking with space techno. lech:10100, Washington, D.C. 20006
logy risks lo provide balanced insurance solutions. undetwriterS 0202) 296-4105 Telex 908157

For further inlormation contad Jcanes W.Barrettor John B. Higginbalham
Insurance leaders in a new age.:

kered; time and expense, profes-
sional, $50-$100; clerical, $15-$25

1981 gross revenues: $169,325
(partial year).

Principal officers: LeRoy V.
Abbott, president; Lawrence A.
Willoughby, executive vp.

Abbott & Willoughby,
Amberco Management
Inc.

International Center, Bermudiana
Road, Hamilton 5, Bermuda;
809-292-7805

Year founded: 1982.

Parent company: Abbott & Wil-
loughby Associates, Amberco Bro-
kers Ltd.

Staff: Four total staff, of which
three are professionals.

Clients: None (new organiza-
tion).

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, manual claims pro-
cessing, reinsurance brokered for
captives, reinsurance brokered to
captives, underwriting and rate-
making for captives, investment
management, loss-control services
(through affiliated company, Inter-
national Safety Associates), associa-
tions, specialized accounting ser-
vices, onshore services for associa-
tions, rent-a-captive arrangements,
"mini-captive" arrangements, occa-
sional computerized accounting,
computerized claims processing,
claims reserves analysis, loss fore-
casting.

Subsidiaries: Abbott & Wil-

loughby Associates Inc., Amberco
Brokers Ltd., Parkington Associ-
ates of Washington. D.C., Ltd., In-
ternational Safety Associates Inc.

Compensation: Annual fee;
commissions for reinsurance bro-

kered; time and expense, profes-
sional, $50-$100; clerical, $15-$25.

1981 gross revenues: New orga-
nization.

Principal officers: John
McGarrity, president; Lawrence A.
Willoughby, executive vp; Julian
M. Griffiths, Walcott H. Outesbrige,
vps.

Absit Insurance

Management Ltd.
Heritage House, Box 1549, Grand
Cayman, B.W.I., 809-949-4688

Year founded: 1978.

Staff: Five total staff, of which
three are professionals holding the
following number of professional
designations: one CPA.

Services provided: Frequent
captive formation (in association
with a legal firm), government re-
porting, accounting, computerized
accounting, computerized claims
processing, claims reserves analy-
sis, occasional reinsurance bro-
kered for captives, reinsurance
brokered to captives, manual
claims processing, captive feasibil-
ity studies, associations, specialized
accounting services.

Compensation: Minimum an-
nual fee, $12,000; time and expense,
professional, $125.

1981 gross revenues: Not re-
ported.

Principal officers: Roger A.
Corbin, president; James Gill, con-
troller.

Alexander International
Ltd.

Box 681, Reid Street, Hamilton,
Bermuda; 809-295-3336

Year founded: 1965.

Parent company: Alexander &
Alexander Services Inc.

Staff: 30 total staff, of which 10
are professionals holding the fol-
lowing number of professional des-
ignations: six CPAs, one MBA.

Continued on page 44
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Food Processing.

1

We understand the risks, because we understand the business.
Everything works better when an

insurance company knows your
business.

You get expert help with loss
control. Claims are processed more
efficiently. And, most important,
you get imaginative rating techniques
that effectively match your premiums
to exposures.

You'd expect an insurance

company to know the insurance
business.

We've taken the time to learn the

food processing business.
As one of the nation's largest

insurers, we can design programs for
all of your casualty, property, life
and health insurance needs.

If you'd like to see the benefits of
working with people who understand

your business, give our business a call.
Call our National Accounts office

at 715/346-6863.

Sentry Insurance
National Accounts Department
Sentry World Headquarters
1800 North Point Drive

Stevens Point, WI 54481

5
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Continued from page 42
Clients: 50 total clients. Mini-

mum size client: $1 million in pre-
miums.

Total premiums under man-
agement: $175 million.

Services provided: Frequent
captive formation, government re-
porting, accounting, computerized
accounting, manual claims pro-
cessing, occasional captive feasibil-
ity studies, computerized claims
processing (through Alexsis),
claims reserves analysis, actuarial
studies, loss forecasting, under-
writing and ratemaking for cap-
tives, underwriting pools (HMG
Pool, five participants, approxi-
mately $10 million premium vol-
ume), loss-control services (through
Alexsis), associations.

Compensation: Minimum an-
nual fee, $20,000; time and expense,
professional, $70, includes clerical.

1981 gross revenues: Not re-
ported.

Principal officers: William D.

e

0
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Scaff, managing director; Alan
Cossar, David Blair, vps; Nicholas
Dove, Jennifer Woods, assistant
vps.

Altamid Management Co.
Ltd.

Beneficial Building, Church Street,
Box 2002; Hamilton 5, Bermuda;
809-295-2185

Year founded: 1978.

Parent company: Hanna Min-
ing Co.

Staff: 15 total staff, of which
nine are professionals holding the
following number of professional
designations: four CPAs, three
CPCUs.

Clients: 10 total clients, 30% with
premiums less than $1 million; 30%
$1 million to $3 million; 10% $3 mil-
lion to $10 million; 20% $10 million
to $20 million; 10% exceeding $20
million. Minimum size client:
$500,000 in premiums.

Total premiums under man-

e O

3

agement: $100 million.
Services provided: Frequent

government reporting, accounting,
compiterized accounting, manual
claims processing, computerized
claims processing, claims reserves
analysis, investment management,
underwriting pools (Corporate In-
surance & Reinsurance Co. Ltd., 16
participants, $70 million premium
volume; membership requirement:
$100 million in equity for parent),
occasional reinsurance brokered
for captives, reinsurance brokered
to captives, underwriting and rate-
making for captives, captive feasi-
bilit> studies, captive formation,
tax advice, legal advice.

Subsidiaries: Altamid Manage-
ment (Vermont) Ltd..

Compensation: Annual fees,
commissions for reinsurance bro-

kered, time and expense.
1981 gross revenues: $1,037,446.
Principal officers: Duane E.

Allen, chairman; Richard S.
Thompson, president; John Book-

,r
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less, John A. Keesing, vps.

American International
Co. Ltd.

American International Building,
Richmond Road, Pembroke,
Bermuda; 809-295-2121

Year founded: 1947.

Parent company: American In-
ternational Group Inc.

Staff: 54 total staff, of which 27
are professionals holding the fol-
lowing number of professional des-
ignations: two ACMAs, one CA,
one ACCA, five ACIIs, one FCII.

Clients: 33 total clients, 21% with
premiums less than $1 million; 32%
$1 million to $3 million; 29% $3 mil-
lion to $10 million; 14% $10 million
to $20 million; 4% exceeding $20
million.

Total premiums under man-
agement: $130 million.

Services provided: Frequent
government reporting, accounting,
computerized accounting, claims

PAID PRESCRIPTIONS
A SUBSIDIARY OF COMPUTER SCIENCES CORPORATION

Benefit budgets are rising out of sight.
If the prospect makes you uneasy, you'd better
start looking for a reliable anchor. PAID cost-
containment services. PAID brings your budget
back down to earth and keeps it there. It lets your
organization beat inflationary updrafts with
enhanced prescription drug, vision, and hearing

c aims service. And PAID's nationwide provider
network is everywhere. Tie down ballooning bene-
fi. costs for good. Ask your insurance company,
consultant, or broker about PAID. Write or call
PAID Prescriptions, P.O. Box 434, Paramus,
New Jersey 07652, (800) 631 -1679.

More than 55,000 providers nationwide

reserves analysis, actuarial studies,
underwriting pools (SUMIT II, 14
participants, $32 million premium
volume; membership requirement:
must be AIG client with net worth
of $5 million; SUMIT A, 16 partici-
pants, $10 million premium vol-
ume; membership requirement:
must be AIG client with net worth
of $5 million), investment manage-
ment, associations, specialized ac- r
counting services, onshore services
for associations, funding, fronting,
guaranteed 25-day cash flow, risk
management programs, occasional
captive feasibility studies, captive
formation, manual claims pro-
cessing computerized claims pro-
cessing, loss forecasting, reinsur-
ance brokered for captives,
underwriting and ratemaking for
captives, tax advice, legal advice,
loss-control services.

Subsidiaries: AIG management
facilities in Cayman and Bahamas.

Compensation: Minimum an-
nual fee, $20,000; commissions for
reinsurance brokered; time and ex-
pense, professional, $100; clerical,
$75.

1981 gross revenues: $7.2 mil-
lion.

Principal officers: J.H.C. John-
son, president/chief executive offi-
cer; R.S. Davis, director of captive
operations; D. Higinbottom, assis-
tant vp of captive underwriting; P.
Robinson, assistant vp of captive
accounting; S. Blakey, manager of
captive management accounting.

American Risk
Management Inc.
One Executive Drive, Fort Lee, N.J.
07024; 201-529-7100

Year founded: 1958.

Staff: 150 total staff, with the
following number of professional
designations: three CPAs, six
¢PCUs, five ARMs, four MBAs,
three attorneys.

Services provided: Frequent
captive feasibility studies, captive
formation, accounting, compu-
terized accounting, computerized
4aims processing, claims reserves
analysis, loss forecasting, reinsur-
ance brokered for captives, rein-
surance brokered to captives, un-
derwriting and ratemaking for
captives, loss-control services (13
locations in United States, one in
Britain), associations, occasional ac-
tuarial studies, manual claims pro-
cessing, government reporting.

1981 gross revenues: Not re-
ported.

Principal officers: F.M. Reiss,
chairman; A.H. Deters, executive
vp; J.J. Ryan, M.V. Snow, senior
vps; W. Nehls, group vp.

Aneco Risk Management
Co. Ltd.

Box 1254, Trimingham Building,
Hamilton 5, Bermuda; 809-295-4239

Year founded: 1978.

Parent company: Aneco Rein-
surance Co. Ltd.

Staff: Five total staff, of which
three are professionals holding the
following number of professional
designations: one CPA, one CPCU,
one attorney.

Clients: Eight total clients, 88%
with premiums less than $1 million;
12% $1 million to $3 million.

Total premiums under man-
agement: $5 million.

Services provided: Frequent
captive formation, government re-
porting, accounting, claims re-
serves analysis, loss forecasting, re-
insurance brokered for captives,
investment management, tax ad-
vice, occasional captive feasibility
studies, computerized accounting,
manual claims processing, compu-
terized claims processing, actuarial
studies, reinsurance brokered to
captives, underwriting and rate-
making for captives, legal advice.

Compensation: Minimum an-
nual fee, $10,000.

1981 gross revenues: $100,000.
Continued on page 46



Y*

.....0*.,5:2:425:fit



46 / business insurance, April 19, 1982

ibin#,1*-lEegort /

Cont:nued from page 44 through A&A), claims reserves Griff.th, Dennis Aaron, Ted Ny- kered for captives, reinsurance eight are professionals holding the
Principal officers: Robert A analysis, actuarial studies, loss fore- greer, Richard Raas, managing brokered to captives, underwnting following number of professional

Mulderig, president, Marius M casting, reinsurance brokered for vps and ratemaking for captives, tax designations two CAs
Dier, vp, Timothy B Carr, vp/con- captives (though A&A), under- advice, legal advipe, loss-control Clients: 25 total clients, 44% with

troller writng and ratemaking for cap- A,gus International services, associations, captive feasi- premiums less than $1 million, 24%
tives underwriting pools (Hemi- Management Ltd. bility studies (all occasional ser- $1 million to $3 million, 32% $3 mil-

Anistics sphere Marine & General Assur- vices arranged through associated lion to $10 million Minimum size
Wesley Street, Box 1064, Hamilton

1600 Broadway, Suite 1630, ance Ltd, five participants, $13 5, Eermuda, 809-295-2021 companies or suppl-ers) client $250,000 in premiums

Denver, Colo 80202, 303-839-1007 million premium volume, member- Compensation: Minimum an- Total premiums under man-

ship requirement must have casu- Year founded: 1971 nual fee negotiable; time and ex- agement: $51 3 million
Year founded: 1971. aity-lne captive), occasional gov- Parent company: Argus Insur- pense, professional $60-$100, cleri- Services provided: Frequent
Parent company: Alexander & ernment reporting, reinsurance ance Co. Ltd. cal,$25-$40 captive formation, government re-

Alexander Services Inc. brokered to captives (through Staff: Seven total staff, of which 1981 gross revenues: Not re- porting, accounting, manual claims
processlng, investment manage-Staff: Three total staff, with the A&A 1, investment management, three are professionals holding the P0rtedfollowing number of professional loss-€ ontrol services (through following number of professional Principal officers: Warren D ment, legal advice, occasional cap-

designations one MBA A&A l, associations, flexible com- designations two CPAs, one ACII. Sproule, manager, Stephen C Wil- tive feasibility studies, reinsurance
Clients: Four total clients, 50% puter services offered to associa- Clients: 21 total clients hams, assistant manager, E J brokered for captives, reinsurance

with premiums less than $1 million, tons Services provided: Frequent Sainsbury, executive director brokered to captives.
Compensation: Minimum an-

50% $1 million to $3 million Subsidiaries: Alexander Inter- capti,e formation, government re-
Total premiums under man- naticnal Ltd. porting, accounting, computerized Arn,CO Insurance nual fee, $12,500 ($15,000 for asso-

agement $49 millron Ccmpensation: Minimum an- accounting, manual claims pro- Management Ltd. ciation captives); time and expense,
professional,$55, clerical, $30.

Services provided: Frequent r.ual fee, $15,000. cessing, computerized claims pro- Box 2004, Hamiltcn 5, Bermuda,

captive feasibility studies, captive 1981 gross revenues: Not re- cessing, investment management, 809-295-5207
1981 gross revenues: $1.3 mil-

formation, accounting, compu- Forte i. specialized accounting services for
lion

terized accounting, manual claims Principal officers: Arnol d associations, occasional daims re- Year founded: 1971. Principal officers: Clive W.

processing, computerized claims Goldstein, managing vp, Colorado, serves analysis, actuarial studies, Parent company: Armco Inc Himsworth, general manager/chief

processing (claims processing done Peter Densen, president; Luther loss forecasting, reinsurance bro- Staff: 23 total staff, of which executive officer, John T Berry,treasurer.

JAMES IS HERE
Association Insurance

Consultants Ltd.
Kenwood Building Box 2003,
Washington Lane, Hamilton 5,
Bermuda, 809-295-3073

Year founded: 1978

Parent company: Insurance

IN AN INSURANCE PARTNERSHIP
Management Family of Companies

Staff: Seven total staff, with the
following number of professional

THAT GOES FAR BEYOND THE DOTTED LINE. designations one CPA, one CPCU,
one ARM.

Clients: Eight total clients, 60%
From oil rigs to coal mines.. works foryou asa "partner",trained We at Fred.S.James would like $1 million to $3 million, 40% $3 mil-

from fishing fleets to steel mills. . to serve you in a personal, long-term tc become your partners in risk lion to $10 million

wherever there are risks to be relationship. it is his joD to learn your management. The first step in Services provided: Frequent

managed, James is involved. business thoroughly t6 best getting acquainted isaphonecallto captive feasibility studies, captive

We serve more thai 400,000 determine your risk-management your local Fred.S James formation, government reporting,

clients worldwide, mak ng James requirements. representative. accounting, computerized account-

one of the largest Internati inal Your James accdunt @xecutive ing, computerized claims pro-

insurance brokerage firms is supported by your behind4he-
cessing, claims reserves analysis,

Of our 3,700 people hfre and scenes partners-James specialists James actuarial studies, loss forecasting,
reinsurance brokered for captives,

1,000 additional overseas, ri:p one particularly qualified to deal with FRED S JAMES & CO, INC reinsurance brokered to captives,

mostimportanttoyou :syouf James your risk problems-;who are YOUR PARTNERS underwriting and ratemaking for

account executive, the keystone of instantly available to-assis; in any IN RISK MANAGEMENT captives, underwriting pools (Inter-

the James client relationship..He area pertaining to yoor program. mark Ltd., four participants), in-
Membef Notionol Association d Insurance Broker vestment management, tax advice,

r

loss-control services (in the United
States), associations, specialized ac-

.+ counting services, onshore services

S
for associations.

Subsidiaries: Association Insur-
ance Consultants (Cayman) Ltd.,

-- .4 Cayman Islands; Antilles Insurers
Consortium Ltd., Tortola, British
Virgin Islands.

\ Compensation: Minimum an-
- Ct nual fee, $10,000; commissions for

reinsurance brokered.

''-2lf Ir_ '3
t

1P 1981 gross revenues: Not re-
ported

7 C.. j Principal officers: John J. Mat-

1-4 -:<-32- ----» 1 ternas, chairman; Richard C.

f
Morauer, executive vp; Anthony J.
Hicks, vp; Danny B. Murphy, trea-
surer; Richard G. Cound, control-

t' ler.
f &, j' 1 .

/
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1-4, . B.F. & M. Management
Ltd.

Scarborough House, Pitt's Bay
:

A._

Road, Pembroke, Bermuda;
- 809-295-5566

92<7-
r

4
Year founded: 1969

Parent company: Bermuda Fire
i & Marine Insurance Co. Ltd.

'Al
--

Staff: Eight total staff, with six
a,- 4,/

professionals.
Clients: 47 total clients

1-
--

Services provided: Frequent
government reporting, accounting,
manual claims processing, claims
reserves analysis, occasional cap-
tive feasibility studies, captive for-
mation, loss forecasting, reinsur-
ance brokered for captives, under-
writing and ratemaking for cap-
tlves

% I
'' -----

--. Compensation: Not reported
I 1981 gross revenues: Not re-

--

ported

ZZ- i



Principal officers: Sir James
Pearman, president; E.H. Tri-
mingham, vp; C.R. Ranee, manag-
ing director; K.R. Lugg, man-
ager/secretary; J.A. Wilkins, trea-
surer.

Becher & Carlson

Management Ltd.
Global House, Church Street,
Hamilton 5, Bermuda; 809-295-5207

Year founded: 1981.

Staff: Five total staff, of which
five are professionals holding the
following number of professional
designations: one CPA.

Clients: Two clients, one with
premiums of $1 million to $3 mil-
lion; one $3 million to $10 million.
Minimum size client: $1 million in
premiums.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, claims reserves analy-
sis, loss forecasting, reinsurance
brokered for captives (through af-
filiated company), reinsurance bro-
kered to captives, occasional under-
writing and ratemaking for cap-
tives, investment management.

Compensation: Minimum an-
nual fee, $15,000.

1981 gross revenues: Not re-
ported.

Principal officers: David L.
Carlson, president; William Becher,
chairman,

Bott & Associates Ltd.

The Kenwood Building, Washington
Lane, Hamilton, Bermuda;
809-292-6564

Year founded: 1979.
Staff: Eight total staff, of which

three are professionals holding the
following number of professional
designations: two CPAs, one ARM,
one ACIS.

Clients: 14 total clients.

Total premiums under man-
agement: $27.5 million.

Services provided: Frequent
captive formation, government re-
porting, accounting, computerized
accounting, manual claims pro-
cessing, claims reserves analysis,
loss forecasting, reinsurance bro-
kered for captives, underwriting
and ratemaking for captives, asso-
ciations, occasional captive feasibil-
ity studies, reinsurance brokered to
captives, underwriting agents for
Kansa General Insurance Co. Ltd.,
Kansa Reinsurance Co. Ltd., River
Plate Reinsurance Co. Ltd.

Compensation: Minimum an-
nual fee, $10,000; commissions for
reinsurance brokered.

1981 gross revenues: Not re-
ported.

Principal officers: Michael F.
Bott, president; Donald R. Storey,
Gordon Symonds, vps; Raymond
Stenning, treasurer; John J. Mat-
ternas, executive vp.

British-American

Management Ltd.
Box N-3005, Nassau, Bahamas;
809-322-2694

Year founded: 1979.

Parent company: British-
American Insurance Co. Ltd.

Staff: Five total staff, of which
one is a professional holding the
following number of professional
designations: CPCU, ARM.

Clients: Two clients, one with
premiums less than $1 million; one
$3 million to $10 million. Minimum
size client: $500,000 in premiums.

Services provided: Frequent
captive formation, government re-
porting, accounting, computerized
accounting, manual claims pro-
cessing, reinsurance brokered for
captives, reinsurance brokered to
captives, occasional captive feasi-
bility studies, loss forecasting, un-
derwriting and ratemaking for
captives, investment management,
tax advice, legal advice, compu-
terized claims processing, claims

Compensation: Minimum an-
nual fee, $12,000; commissions for
reinsurance brokered quarterly in
advance.

1981 gross revenues: $1.25 mil-
lion.

Principal officers: Justin N.
Tierney, president; Judy Higgs,
manager, reinsurance department;
David Watson, vp/financial offi-
cer.

British.American
Management (Cayman)
Ltd.

Second Floor, Guinness Mahon
Building, George Town, Grand
Cayman, B.W.I.; 809-949-5488

Year founded: 1979.

Parent company: British-
American Insurance Co. Ltd.

Staff: Four total staff, of which
two are professionals holding the
following number of professional
designations: one CPA.

Continued on page 50
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. . . .CAN insure the $500,000 a year executive against disability'?

.... CAN insure the Professional Sports team against Loss of Services of a star'?

.... CAN provide individual AD&1) up to $15,000,00()(stunt men or executives)'?

.... CAN provide Disability Income for Jockey's and Harness Drivers'?

.... CAN provide up to $40.000,000 Al)&I) group aggregates'?

.... CAN insure against International Terrorism-War Insurrection'?

.... CAN provide Group Travel Accident or Voluntary AD&D for Accountants to Zinc
& Lead Miners'?

. . . .CAN insure your clients "off-the-wall- accident and sickness exposures'?

US! INTERNATIONAL ACCIDENT FACILITIES, INC.»ZE,

15 BROA I) STR EET • HOS I ON, M ASSAC H U S E-1 1 S 02109-_3887
1 ELEPHONE (617) 742-6660 TELEX: 94-0241

Hranch Oil ice: SI'l l E 4-11 • 33(H) \OR I HI AS 1 1 \1'It l·S>,H 1) , A 11 .1 \ I A. Cil C )1((; 1 1 1034 1 -1 332 11{1.i 111()\ 1 (4()4) 452-1311
Branch Ollice: fl'111 17()• 820411 \1131<0()k DRIU .1),111 4%. If \A>; 75247 [i I.iii'It<)Ni (214)(,74-IMM
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Continued frcm page 47 (  vices for associations, reinsurance lIons ZPA, MBA Year founded: 1980

Clients: Two clients, both wi-h C J orokered for captives, re.nsurance Clients· Eight total clients Mini- Parent company: Republic- 0

premiums less than $1 million orokered to captives, underwriting mum :lze client $500,00[ in premi- Hogg Robinson
Minimum s Fe client $SOC,000 n and ratemaking for captives, in- ums Staff: Two total staff, of )
premiums vestment management, tax advice, Services provided: Frequent which two are professionals

claims reserves analysts, actuarial captive formation, government re- holding the following number
Services provided: Frequent Caribbean Insurance stucies, loss forecasting port-ng, accounting, Investment of professional designations

captive forir ation, government re-
Management Co. Ltd. Compensation: Minimum an- management, full corporate ser- one ACCA

porting, acc Dinting, computerized nual fee, $3,600. gices full advisory services on Services provided: Captive 
accounting, manual claims pro- Box 103, Grand Turk, T-rks &

Cacos tgands,BWI, 1981 gross revenues: New com- Cayman -nsurance law, occasional feasibility studies, captive for- f
cessing, reinsurance brokered for

805-946-2476 pany captive feasibility studies, reinsur- mation, government reporting; 31
captives, re nsurance brokered to Principal officers: Jack W ance orocered for capt ves, rein- accounting, computerized ac- captives, oc zasional captive feasi-

Year foinded: 1982 Hoffman, managing director, Ian sirance brokered to captives, un- counting, loss forecasting, i
bility studies loss forecasting, un-

Staff: Three total staff, of which Mil-er, director derwriting pools, legal acvice preparation of management t
derwriting and ra:emaking for

three are irofessionals holding the Compensation: Minimum an- reports Claims processing,
captives, investment management,

fo_lowing number of prcfessional Caribbean Risk rual fee, S6,000, premium percent- computerized claims pro-
tax advice, legal advice

designatio-ts one CPCU, cne ARM, Specialists Ltd. age scale cessing, claims reserves analy-
Compeniation: Mininum an- one attorney, one CIC Box 1687, Guinness Mahon 1981 gross revenues· $ 125,000 sis, actuarial studies, under-

nual fee, $12,000 Clients One client, with premi- Building, Grand Cavman, BWI, Principal officers: Kathleen writing and ratemaking for '

1981 gross revenues· Not re- uns less than $ 1 million 809-949-5755/5649 Bodden Evans, corporate adminis- captives, investment manage-

ported Services provided: rrequent tratcr ment, tax advice, legal advice
captive feasitill.y studies, captive Year founded: 1980 all provided through outside

Principal officers· Justin N format_on, government reporting, Parent company· Anderson, Cedar Hill Management or affiliated firms, reinsurance

Tierney, president, David Watson, accointirg, manual claims pro- Greenwood & Co Ltd. brokered to and for captives
vp/financial officer, Edlin Myles, cessing, legal advice, .csscontrol Staff: Six total staff, of which Gro.,nd Floor, Global House, through affiliated broker
assistant mal-ager, finance and :c- services, asscciations, sgecialized one is a professional holding the Hamiltor 5-24, Bermuda (Hogg Robinson)
counting accounting ser ,rices, onaiore ser- following professional designa- E09-292-8450 Compensation: Fixed fee,

time and expense

- . '4Al'11'"1 *,8*mt't, , 8*1'F' 1981 gross revenues. Not
1,-21,6 , - e

RE19Z81sj reported
Principal officers: Gary

Bliss, vp/general manager
- 4, 5.le'.5

*C 4// 8 91 L,% ..,,,4,REIMSCI RAMCE 4 U-4.-t Continental Risk
d: ·f * 

Services Ltd.
Treaty Reinscrance  FacultativeWRffiR#aneEZSD Box 824, Hamilton 5,

% Life Reassurance Ekcess 6 Special Risks WiLt,- 3 Bermuda, 809-295-6015

: ' - International Reinsurance Special Concept Prpgrams - f Year founded: 1981 /1
Parent company: The Con-

.
4 , I.' tinental Corp

Staff: Eight total staff, of
which four are professionals '
holding the following number
of professional designations 
two chartered accountants, 1 ,4'31':16.73-; :->''a.
one ACH

Y).2*.:21:- Clients: Four total clients,50% with premiums less than ;3¥

$1 million, 50% $1 million to $3
million

Services provided: Fre- 2/k ah,
quent captive feasibility stud- 
ies, captive formation, govern- 1

4 .120 45.f .4.2. ment reporting, computerized I
accounting, computerized ,*

* claims processing, claims re- ,
serves analysis, actuarial stud-

/ les, loss forecasting, reinsur- j
ance brokered for captives, re- r

- 11 1 1 insurance brokered to .

i r 11.9 TJ 2*•dy captives, underwriting and ra- -
f / 11*/ temaking for captives, loss-

*2
control services (from NJ)

Subsidiaries: Continental
-4 Risk Services (Cayman) Ltd, 4

Grand Cayman, BWI, start-
„1 + ing April 19826-4'.4. . 2 /·

A ¢1 Compensation: Time and
I .

* L expense

1981 gross revenues: New fj- r
company

t Principal officers: David ,
-

B Vaughan, president, Sir 
r.

Dudley Spurling, Robert
A.

K. r'lit t. If MeBride, R M Menninger,
vps

f.
h Corroon & Black Ia

(Bermuda) Ltd.

4
Dallas Building, Fifth Floor, 
Victoria Street, Hamilton,
Bermuda, 809-295-3246

4

**I 4 t Year founded: 1979

A 1 A :A A .. Parent company: Mincor !'.t
Ltd

Staff: Six total staff, of
/

. . ..0 . . ....
3Swhich one is professional ,,

... .. 0 .. holding the following profes-
sional designation CPA

Clients: 23 total clients, 10% 4
with premiums less than $1 Z

. .. million, 80% $1 million to $3 1
million, 10% $3 million to $10 1

... . .. . 0

million
... . .D . . Total premiums under

.
... . . .. . 0 management: $60 million

.. Services provided: Fre- r r

.. . .....
quent captive feasibility stud-
les, captive formation, govern-

. 0 . 4. . & 0 ..

ment reporting, accounting,
j

D '* manual claims processing, .
a .-

..
claims reserves analysis, actu- f

.

arial studies, loss forecasting, j
f•D• investment management, oc- 1

casional computerized ac- 1 1
.. I - ....

counting, computerized claims _



kered for captives, reinsurance
brokered to captives, under-
writing and ratemaking for
captives.

Compensation: Annual fee,
commissions for reinsurance

brokered.

1981 gross revenues: Not
reported.

Principal officers: John J.
Lorhan, president.

Corroon & Black
(Cayman) Ltd.
Box 705, Grand Cavman,
B.W.I.; 809-949-4055

Year founded: 1980.

Parent company: Corroon
& Black (Bermuda) Ltd.

Staff: Two total staff, of
which two are professionals
holding the following number
of professional designations:
two CPAs.

Clients: Six total clients, all

$1 million to $3 million.
Total premiums under

management: $12 million.
Services provided: Fre-

quent captive feasibility stud-
ies, captive formation, govern-
ment reporting, accounting,
manual claims processing,
claims reserves analysis, actu-
arial studies, loss forecasting,
investment management; oc-
casional computerized ac-
counting, computerized claims
processing, reinsurance bro-
kered for captives, reinsurance
brokered to captives, under-
writing and ratemaking for
captives.

Compensation: Annual fee;
commissions for reinsurance

brokered.

1981 gross revenues: Not
reported.

Principal officers: John J.
Lorhan, president.

E.H. Crump (Bermuda)
Ltd.

Third Floor, Bermudiana
Arcade, Queen Street, Box
1224, Hamilton, Bermuda;
809-295-5921

Year founded: 1977.

Parent company: E.H.
Crump Cos. Inc.

Staff: Four total staff, of
which two are professionals
holding the following number
of professional designations:
one CPA, one ARM.

Clients: Four total clients,
25% with premiums less than
$1 million; 25% $1 million to $3
million; 25% $3 million to $10
million; 25% $10 million to $20
million.

Services provided: Captive
feasibility studies, captive for-
mation, government reporting,
accounting, manual claims
processing, reinsurance bro-
kered for captives, reinsurance
brokered to captives, invest-
ment management.

Compensation: Minimum
annual fee, $15,000-$20,000;
commissions for reinsurance

brokered; time and expense.
1981 gross revenues: Not

reported.

E

Ebasco Risk

Management
Consultants Inc.

(Bermuda)

2 World Trade Center, New
York, N.Y. 10048;
212-839-1334

Year founded: 1905.

Parent company: Ebasco
Services Inc.

Staff: 79 total staff, of which 68

are professionals holding the fol-
lowing number of professional des-
ignations: 14 CPCUs, six ARMs, 15
MBAs, five attorneys.

Clients: Eight total clients, 80%
w.th premiums of $1 million to $3
million; 10% $3 million to $10 mil-
lion; 10% exceeding $20 million.

Services provided: Frequent
captive feasibility studies, captive
formation, accounting, compu-
te-ized accounting, manual claims
processing, computerized claims
processing, claims reserves analy-
sis, loss forecasting, underwriting
and ratemaking for captives, loss-
control services, associations, spe-
cialized accounting services, on-
shore services for associations, oc-
casional government reporting, ac-
tuarial studies, investment man-

agement.
Subsidiaries: Associated Com-

pany Management of Ebasco Ltd.,
Hamilton, Bermuda.

Continued on nezt page
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1 0 **T BETTER!
DELAWARE UALLEV UNDERI)RITING AGENCY, INC.

125 6,#nwood Awnue, Igne,te, PA 14045
215-5n-3800

D -V .A

WEST UIRGINIA NEW 0 OHIO WESTERN PA
304-342-4835 ln-2274606 116-444-0351 412-181-3410

Sherwood Has It.
In-House

Property
Underwriting

Facility
$5,000,000 Capacity

A: XV Best's Rating, $100,000,000 Policy Holder's Surplus
Immediate Binding Authority

Find out how Sherwood Insurance Services can meet all your Property needs.
Call Jim Barnes today.

SX SHERWOOD INSURANCE SERVICES
201 California Street, Suite 900 · San Francisco, California 94111
(415) 956-3236 TELEX 171719 SHERINSUR SFO

NEW IERSEV
201-731-3033

0
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INSURANCENACHIEVEMENT
CPCU HOME STUDY COURSES!

11
Study at your own pace with our special CPCU study
outline, reinforcement flash cards, daily review
schedule, review cassette plus sample exams you
take and return to us for grading. 11
Accredited by the National Home Study Council.

CALL TOLL FREE 800-535-3042
El CPCU Seminars E] CPCU Home Study Courses

[3 CLU Seminars [J CLU Home Study Courses El Free CPCU Starter Kit
Name

Mailing Address
City State Zip

Te/ephone: Home Office

Insurance Company
Mail To:

7330 HIGHLAND ROAD, BATON ROUGE, LOUISIANA 70808

Continued from previous page
Compensation: Annual fee;

time and expense.
1981 gross revenues: Not re-

ported.
Principal officers: Bruce H.

Suter, president; Kenneth W. Rich-
man, senior vp; E. Arnold Powell,
director, marketing; Linda L. Dai-
ley, director of company ser-
vices/treasurer.

Ebasco Risk

Management
Consultants Inc.

(Cayman)
2 World Trade Center, New York,
N.Y. 10048; 212-839-1334

Year founded: 1905.

Parent company: Ebasco Ser-
vices Inc.

Staff: Three total staff, of which
two are professionals holding the
following professional designation:
one ARM.

4
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Cour.esy of IBM

&.1 __-400630

Ma(DEE INSURES ALL SIZES
Hardware.. .Software.. .Accessories.. .Owned... Leased.. .Transportation.
Every policy custom-molded to the individual need. We know how
because we've been doing it since 1964.

If you have a client who has a computer-

Wl[16D. [=0. ffiffle (EE-F
3' J '€1 U:==J

SEE McGEE

 ©@=.000(2.

MARINE UNDERWRITERS SINCE 1887

Four World Trade Center, New York, N.Y. 10048
212-775-1300

Atlanta · Baltimore · Boston · Chicago · Clifton, N.J. · Columbus · Dallas · Detroit

Hamilton, Bermuda · Houston - Los Angeles · New Orleans - New York Regional
Philadelphia· Pittsburgh · San Francisco · Seattle· Syracuse· Toronto· Vancouver

Correspondents throughout the World

0

f

Clients: Three total clients, 100%
with premium of $1 million to $3
million.

Total premiums under man-
agement: $4 million.

Services provided: Frequent
captive feasibility studies, captive
formation, accounting, compu-
terized accounting, manual claims
processing, computerized claims
processing, claims reserves analy-
sis, loss forecasting, underwriting
and ratemaking for captives, loss-
control services, associations, spt
cialized accounting services, on-
shore services for associations, oc-
casional government reporting, ac-
tuarial studies, investment man·
agement.

Subsidiaries: Associated Con.

pany Management of Ebasco (Cay-
man) Ltd., Cayman Islands, B.W.I.

Compensation: Annual fee;
time and expense.

1981 gross revenues: Not re-
ported.

Principal officers: Bruce H,
Suter, president; Kenneth W. Rich-
man, senior vp; E. Arnold Powell,
director of marketing; Linda L.
Dailey, director of company ser-
vices/treasurer.

G

Arthur J. Gallagher & Co.
(Bermuda) Ltd.
Perry Building, 40 Church St.,
Hamilton, Bermuda; 809-2924654

Year founded: 1973.

Parent company: Arthur J
Gallagher & Co.

Staff: Four total staff with the

following number of professiona'
designations: one ACII.

Clients: Five total clients, 20%
with premiums less than $1 million
80% $1 million to $3 million.

Total premiums under man-
agement: $8 million.

Services provided: Frequent
government reporting, accounting,
computerized claims processing, re-
insurance brokered to captives, oc-
casional captive feasibility studies,
captive formation, reinsurance bro-
kered for captives, loss-control ser-
vices (in Rolling Meadows, Ill.)

Subsidiaries: Gallagher-Basset,
Insurance Services, Gallagher Hin
ton & Vererer Ltd.

Compensation: Minimum an-
nual fee, $12,500; commissions for
reinsurance brokered.

1981 gross revenues: Not re-
ported.

Principal officers: Harry New,
managing director; John P. Gal-
lagher, president; Robert E. Gal-
lagher, vp.

S.H. Grayston
Management Ltd.
Box 1428, Hamilton 5, Bermuda;
809-292-1240

Year founded: 1977.

Parent company: The Graystot
Corp. Ltd.

Staff: 11 total staff with the fo;

lowing number of professional des
ignations: one CPA.

Clients: 28 total clients.

Services provided: Frequen
captive formation, government re
porting, accounting, computerized
accounting, computerized claim,
processing, reinsurance brokerec
for captives, investment manage-
ment, associations, specialized ac-
counting services, occasional rein-
surance brokered to captives, un-
derwriting and ratemaking for
captives, captive feasibility studies,
manual claims processing, claims
reserves analysis, loss forecasting,
legal advice.

Compensation: Minimum ai.
nual fee, $20,000.

1981 gross revenues: Not re-
ported.

Principal officers: Stuart H.
Grayston, president; Peter H.
Grayston, vp; Charles F. Langton,
chartered accountant.

Continued on pat, 94
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General Re can help captives, risk managers
and their brokers design timely and flexible,
direct reinsurance programs that provide broad
coverages with proven long term stability.

Our captive and risk retention specialists
can help keep your company's cash flow under
control with imaginative reinsurance programs.

For timely, in-depth response and protection
when you need it most,
we'll always be on hand.

Call General Re. General
We want to be you r 0 Rereinsurer.

America's Largest Reinsurer

General Reinsurance Corporation, Greenwich, Connecticut
Atlanta, Chicago, Columbus, Dallas, Des Moines, Hartford, Houston, Kansas City, Los Angeles, New York, Philadelphia, San Francisco, Seattle, Washington, D.C.,

Montreal, Toronto, and London,

©1982 GAC
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insurance, we wereabletochoose
worldasourpartners:'

Paul F. Butler

President & Chief Executive Officer

"It started in 1918 when, as the first
American organization specializing in inter-
national insurance, we started underwriting
American business risks overseas.

"Our people, from the beginning, set the
standard for insurance knowledge in each
country we entered. Their knowledge proved
invaluable to American industry seeking to
protect its assets as it expanded around the
world.

"I'm proud of that. But as proud as I am of
our past, I'm even more proud of our present.

"When I joined AFIA a little over a year
ago, the first thing I did was leave. I traveled
around the world to AHA offices to learn our

operation firsthand.
"I can tell you there is much about AFIA to

be impressed by, but nothing, absolutely
nothing, impressed me more than our people.

'Throughout the world AFIA now has
thousands of people serving your interests,
more than 95 percent of them being nationals
of the 135 countries where AFIA serves you.

"Their knowledge of local insurance
laws, regulations, customs, idiosyncracies and
actual ways of doing business in each country
is, I am firmly convinced, unparalleled. My
conviction is borne out by the fact that in
virtually every country in which we do busi- .
ness considerably more than half of that
business covers local risks, written in compe-
tition with local insurance companies.

"Our people are knowledgeable, credible,
respected; they are trusted.

"Something more impressed me about
AFIA's overseas people and that is the way
they work with AHA's staff in the United
States. The cooperation between the people,
the blending of the vast amount of informa-
tion from overseas with the careful planning
that goes on here is, I believe, what sets
AFIA apart.

"Faced with the multiplicity of complica-
tions that is international insurance today, the
modern American multinational corporation
must seek out an underwriter whose knowl-

edge of every variable in international insur-
ance is complete.

"AHA's people make AFIA that underwriter.
"That is, quite probably, the chief reason

AFIA now provides protection for more than
100,000 clients around the world.

"And why.I believe AFIA is the underwriter
for your international insurance program:'

For a copy of "AFIA: WORLDWIDE CAPAC-
ITY AND CAPABILITY", write AFIA, Dept. B,
110 William Street, New York, NY 10038.

AFIA
Theolderweget

theyounger we think.

AFIA Worldwide insurance, 110 William Street, New York, NY 10038
Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles,

Miami, Minneapolis, San Francisco, Seattle, Washington, D.C.
and 230 other cities around the world.
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CRAVENS, DARGAN & COMPANY

PACIFIC COAST

MARKETS FOR:

AVIATION, SPECIAL RISKS PROPERTY, LUMBER,
EXCESS & SURPLUS, OIL, OCEAN MARINE

HOME OFFICE

350 CALIFORNIA STREET, SUITE 1600

SAN FRANCISCO, CA 94104
(415) 622-7700

BRANCH OFFICES

SAN FRANCISCO

555 California Street, Suite 2940

(415) 622-7600
LOS ANGELES

3580 Wilshire Blvd., 14th Flr.

(213) 739-0555

SEATTLE

Peoples Nat'I Bank Bldg., Suite 810
(206) 223-9383

SPOKANE

Washington Trust Building, Suite 1020
W. 717 Sprague Street

(509) 838-4450
PORTLAND

200 Market Building, Suite 750
(503) 295-2537

NEW YORK
90 William Street

(212) 344-5912
ATLANTA

211 Perimeter Center Parkway, Suite 550
(404) 3934640

CHICAGO
101 N. Wacker Dr., Suite 1300

(312) 853-3110

HONOLULU

1510 Pioneer Plaza
(808) 521-5031

Continued from page 52
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H & H Management
Services

Box 1861, Hamilton 5, Bermuda;
809-295-3342

Year founded: 1977.

Staff: Seven total staff, of which

four are professionals holding the
following number of professional
designations: one CPA, one ACII,
three MBAs, one attorney.

Clients: 11 total clients, 69% with
premiums less than $1 million; 29%
$3 million to $10 million; 2% $10
million to $20 million.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, reinsurance brokered
for captives, investment manage-
ment, legal secretarial services, oc-

What todo if your
bond program offers a

limited repertoi re.
A

Jp t V

J
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Ask about MGIC's

expandable bankers
fidelity bond program.

MGIC's bankers fidelity bond program offers the
Standard Form 24 Bond for basic protection. But we
don't stop there. You can supplement your program
with three groups of optional coverages:

• Special Bond Package - data processing transit,
extra expense and liability; all risk safe deposit; stop
payment; plus many more coverages;

• separate Kidnap and Ransom Policy;
• excess limits for employee dishonesty, burglary

and securities theft.

For 25 years, we have specialized in financial
institution insurance. We've used this experience to
develop this new and innovative program for you.

7-2/fltl;Ii[131&Eliti}flf:j - ih ,.'44411. 11\6
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If your present bond program comes up a little
short, we'll show you how ours unfolds for better
protection. Just call your agent or return the coupon.

MGIC Indemnity Corporation
RO. Box 488

Milwaukee, Wisconsin 53201

Send me more information about your policies for bankers blanket
bond insurance.

Name

Title

Company
Address

City/State

Agency

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

Zip

814192

MGIC
Specialized insurance for financial institutions.

casional manual claims processing,
claims reserves analysis, actuarial
studies, loss forecasting, under-
writing and ratemaking for cap-
tives, legal advice, associations, spe-
cialized accounting services, con-
sulting.

1981 gross revenues: Not re-
ported.

Compensation: Annual fee;
commissions for reinsurance. bro-
kered.

Principal officers: Simon L.
Everett, John S. Orridge, David P.
Pickering, Michael T. Budge.

Frank B. Hall & Co.

Craig Appin House, Hamilton,
Bermuda

Year founded: 1965.

Parent company: Frank B. Hall
& Co. Inc.

Staff: 56 total staff, of which 20
are professionals holding the fol-
lowing number of professional des-
ignations. 12 CPAs, three CPCUs,
three ARMs, seven MBAs, two
FCAS, two attorneys.

Clients: More than 75 total cli-

ents, less than 10% with premiums
less than $1 million; 10%-20% $1
million to $3 million; 60% $3 million
to $10 million; 10% $10 million to
$20 million; less than 10% exceed-
ing $20 million.

Total premiums under man-
agement: $300 million to $500 mil-
lion.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, computerized account-
ing, computerized claims pro-
cessing, claims reserves analysis,
actuarial studies, loss forecasting,
reinsurance brokered for captives,
reinsurance brokered to captives,
underwriting and ratemaking for
captives, underwriting pools, loss-
control services (Briarcliff Manor,
N.Y.), associations, specialized ac-
counting services, onshore services
for associations, occasional invest-
ment management, tax advice
(through outside firms), legal ad-
vice (through outside firms), ad-
ministrators of self-insured pro-
grams, risk management consult-
ing, claims management and qual-
ity assurance, claims adjusting.

Subsidiaries: Frank B. Hall

Management Co., Englewood,
Colo.; Frank B. Hall Underwriting
Managers; Frank B. Hall Interme-
diaries; Parker & Co. Interocean
Ltd.

Compensation: Minimum an-
nual fee, $15,000; commissions for
reinsurance brokered; time and ex-

pense, professional, $30-$85; cleri-
cal,$15-$35.

1981 gross revenues: Not re-
ported.

Principal officers: Robin
Spencer-Ascott, executive vp,
Frank B. Hall, Bermuda; Norman

Doree, senior vp, Frank B. Hall
Underwriting Managers; Michael
Jenkins, vp, Frank B. Hall Inter-
mediaries; Al Stutsen, vp, Frank B.
Hall Management Co.

Hogg Robinson
(Guernsey) Ltd.
Provident House, Havilland St., St.
Peter Port, Guernsey, C.I.;
0481-26049

Year founded: 1978.

Parent company: Hogg Robin-
son Group Ltd.

Staff: Five total staff, of which

three are professionals holding the
following number of professional
designations: one FCII, one FCA,
one BSC.

Clients: Six total clients, 33%

with premiums less than $1 million;
50% $1 million to $3 million; 17% $3
million to $10 million.

Total premiums under man-
agement: $9 million.

Services provided: Frequent
captive formation, accounting,
manual claims processing, tax ad-
vice, occasional captive feasibility
studies, claims reserves analysis,
loss forecasting, reinsurance bro-
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kered for captives, underwriting and ratemaking for captives, loss-
and ratemaking for captives, in- control services (California), asso- 1 premiums less than $1 million, 25% shore services for associations, fi-
vestment management ciations, specialized accounting ser-

Clients: 20 total clients, 55% with control services, associations, on-

$1 million to $3 million, 20% $3 mil- nancial management services, oc-
Compensation: Minimum an- vices, onshore services for associa- lion to $10 million casional design reinsurance pro-

nual fee, $10,000 tions, occasional manual claims INA International Total premiums under man- grams, specialized accounting ser-
1981 gross revenues: Not re- processing, actuarial studies, rein- Insurance Managers agement: $305 million vices, underwriting and ratemak-

ported surance brokered for captives, in- Inc. Services provided: Frequent ing for captives, captive feasibility
Principal officers: R A Hall, vestment management Craig Appin House, Wesley Street, captive formation, government re- studies

general manager, B M Pickard, fi- Box 1181, Hamilton 5, Bermuda, porting, accounting, computerized Compensation: Minimum an-
nancial manager, G M Powell, Compensation: Minimum an- 809-292-5300 accounting, manual claims pro- nual fee, $5,000, commissions for
technical assistant nual fee, $12,000; commissions for cessing, computerized claims pro- reinsurance brokered, time and ex-

reinsurance brokered Year founded: 1978 cessing, reinsurance brokered for pense fees are negotiable
Hogg Robinson (Isle of 1981 gross revenues: Not re- Parent company: INA Interna- captives, reinsurance brokered to 1981 gross revenues: Not re-

Man) Ltd. ported
tional Insurance Co Ltd captives, underwriting pools (INA ported

50 Athol St , Douglas, Isle of Man Staff: 60 total staff, of which 10 International-Underwriting Facil- Principal officers: Franklin D
Principal officers: David S are professionals holding the fol- ity, 10 participants, $11 milhon pre- Marsteller, president, Garry A Ma-

Year founded: 1981 Williams, president, Michael G lowing number of professional des- mium volume, must meet certain deiros, vp/treasurer, John S Reyn-
Parent company: Hogg Robin- Herberger, vp, Nancy Yohannan, ignations three CPAs, two MBAs, financial prerequisites to be mem- olds, Irgmard Viera, vps

son Group Ltd secretary one attorney ber), investment management, loss- Continued on page 64

Staff: Five total staff, of which
three are professionals holding the
following number of professional
designations one FCII, one FCA,
one BSC

Clients: One client with premi- f
l
/

ums of $1 million to $3 mil- A .

i 9lion .

Total premiums under man- 24 8

agement: $15 million
Services provided: Frequent

captive formation, government re-
.-

porting, accounting, manual claims
processing, reinsurance brokered
for captives, tax advice, occasional E.

.

captive feasibility studies, claims rt *'3* Lm $,rw , kA' 4

reserves analysis, loss forecasting, . 0 70

underwriting and ratemaking for
captives, investment management

d .4 j

ill. 6-  1.-1 .. 4

Compensation: Minimum an-
nual fee, $10,000

3I

1981 gross revenues: New com-
.

4

/ f "f /2

pany »2*laat -

Principal officers: R A Hall,

11director
1

Homeland Insurance

Management (Cayman)
Ltd.

Aal Bldg, Box 1510, George Town.
Grand Cavman,BWI,
809-949-6998 1

Year founded: 1981

Parent company: Homeland In-
dustrial Corp

Staff: Three total staff, of which
i

one is a professional holding the
following professional designation %

one CPA
.

Clients: Eight total clients, 35% 1
j :

with premiums less than $1 million, f
,-h<h

65% $1 milhon to $3 million Minx-
mum size client $500,000 in premi-

:

ums
t

Total premiums under man-
agement: $86 million

Services provided: Frequent

formation, government reporting, :  44captive feasibility studies, captive /4 >",accounting, computerized account-
ing, computerized claims pro-
cessing, claims reserves analysis,
loss forecasting, reinsurance bro-
kered to captives, underwriting .

Even though
4i ' *

the state sets
-

the rate in Texas, .

we may be able to
4 t.

save you money
on workers' comp. -

We saved our policyholders over 5, 'AL

$79 million last year through divi-
dends, premium discounts, retro
returns and operational efficiencies- Risk. Can you afford the unexpected?
yours as well as ours Place the Texas
portion of your workers' compensation
coverage with Texas Employers; and Some risks can leave you caught short. Unless you're prepared. And unless
you may participate in these savings we're there to help. Designing the most appropriate programs at competitive

Add the fact that our Texas-based
company can get closer with better rates. Offering sophisticated alternatives to finance risk. And lending specialized
service, and you'll understand why so
many national companies place the expertise to reduce or prevent risks. No matter how large or small.
Texas portion of their workers' comp It's the kind of full-service approach to business insurance we've offered our
coverage with us

Check It out for yourself Just call clients for over 75 years. Wherever in the world they do business. So, contact us.
our National Accounts Division at We'll show you how to be prepared instead of being surprised.
(214) 653-8100

E
- TeXae ErnPLOVeRS'

insumance

AssociaTIOn , r, CORROON & BLACKP 0 80* 2759

Dallas, Texas 75221 Putting insurance risks into perspective.
Employers Insurance of Texas
Texas Employers· insurance Assn Wall Street Plaza, New York. N Y 10005 · 212-363-4100
Employers National Insurance Co
Employers Casualty Co
Employers National life Insurance Co
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THE CAPTIVE CHALLENGE
New ways of meeting market demand
By Richard E. Stewart

APTIVE INSURANCE companies are in the general -property/casualty insurance marketplace in a small
way. Before long they will be in it in a big way.

They will be pushed into the market by the need to
protect the tax position of their corporate family and into
the primary market by overcrowding in reinsurance.

They will be drawn into the market by an interest in
the insurance business.

It is something captive insurers know about. The
market offers diversification and profit.

An insurance company does not need external capital or
credit. It does not depend on the general economy. It does

up where they were.
Until the risk-adjusted cost of funds in

property/casualty insurance approximates that in other
financial endeavors, insurance will attract capital faster
than customers.

Insurance will be in chronic oversupply. It will be a
buyer's market.

Adjusting for risk brings the captive to the third
characteristic of the market it is about to enter. The

traditional belief that insurance is uniquely a risk business
is now open to question.

The belief is that insurance is special because the
commodity in which it trades is risk. That was once true
of the isolated indemnitor carrying a big fire risk on a net
basis.

An insurer can still do business that way if it wants to.
But it no longer has to.

Today an insurer has many ways to stabilize risk
statistically, to spread it among risk bearers and over time
and to otherwise conserve its capital.

The belief that insurance is uniquely a risk business
confers mystique. It counsels caution. It suggests bravery.
It impedes competition. It is durable.

Like other businesses, insurance involves substantial
entrepreneurial risks. One of them is believing things are
no longer true.

The myth of the risk business, left over from the day of
the cartel, reminds the captive to look for other such
heirlooms. It finds the fourth striking characteristic of the
market-the insurance numbers system.

Property/casualty insurance teems with numbers, and
the business lives by them.

The annual statements filed with insurance

departments contains thousands. One classification plan
has a million rates. Careful companies budget the ratio of
postage expense to premium.

But the captive, taking a fresh look at all those numbers,
sees something about them, which is usually missed. Those
numbers are not of much use to an independent

competitor.

not have resource shortages or unions or Japanese
competitors.

A captive looks at itself as a possible new participant in
the property/casualty market.

The captive is considering its first Soray into the
insurance business as an active and indep@ndent seller.

Its distinguishing characteristic is its lack of experience
on the selling side of the business. It has experience on the
buying side, as purchaser of fixed-cost coverages and
designer of risk financing alternatives. The experience is
useful, but it is experience on the other side of the table.

Ignorance is rarely an advantage. But the captive is free
of organizational, financial, intellectual or sentimental
attachments to the established way of doing things. In a
changing business, that helps.

The captive can take a fresh look at the business it is
about to enter. What does it see?

Four things. All can be traced to the cartel heritage of
insurance. They differ enough to be examined one at a
time.

The captive sees that entry into the business is
easy-legally, financially and organizationally.

Regulatory barriers have always been low, perhaps
because when the rules developed, the country was short
of capital and hence, insuring capacity.

Initial capital requirements are modest. No test of public
convenience and necessity has to be met. Licensure is
liberal, with little parochialism.

Entry is also easy organizationally. No factory has to be
built. People with necessary skills are available.

Even in the primary markets, every function of an
insurance company, from engineering to underwriting to .:...P
investment to claims, can be purchased. The main
distribution system uses independent contractors.

Entry is easy competitively. The industry is fragmented
and not attuned to repelling newcomers.

The second thing the captive sees is how much insurers have to
pay for the money they get to invest.

Historically, property/casualty insurance has generated
investable funds at a low cost. Many companies have generated
those funds at a negative cost called underwriting
profit.

Recently, property/casualty insurance has
generated funds at a lower cost than other
financial institutions. That is one of its

attractions for financially minded What a 2
people.

Yet the cost of those funds is captive sees:
going up. That is the main
significance of the price
cutting today.

Prices are always cut in
the competitive or
oversupply phase of the
underwriting cycle. But this
time the significance is not just
cyclical, but structural and lasting as
well.

We cannot prove that proposition yet. Both ,
cyclical and structural forces will produce the
same competitive behavior right now. Proof will
come if the cycle turns, but prices do not go back

Insurance numbers began with one of two
purposes-solvency regulation or the development of
uniform rates.

The insurance numbers system generates rates and
ratios. But rates are not prices. Expense ratios are not cost
accounts. Premium writings do not measure unit volume.

The captive insurer sees a market that is easy to enter,
attracting new participants with cheap funds, rapidly
losing its mystique and drifting in a sea of darkest data. If
the captive wants to get into that game at all, it had better
know very clearly what it is doing.

How should the captive proceed? What should it think
about first?

It might start with wherethe money is made. One can
think about it under four headings-premiums, losses,
expenses and investment income.

As for investment income, the captive understands,
having been part of the changes of the past 10 years.

Insurers used to keep all the investment income on
premium float. To do so today requires exceptional
competitive position, an imperfect market or insignificant
investment potential. Otherwise, in a buyer's market most
investment income will go to the buyer, explicitly or
through pricing.

As to losses, a good underwriter can select among risks
or books of business. The key is to see enough aspiring
customers. In other words, you can judge horses by
looking at their teeth. But first, you've got to get the
horses to face you.

Premium growth in a buyer's market depends upon
market position. It means being seen by the insured, and
others who control the premium dollar, as a superior firm
to do business with. "Buying" business-by raising
commissions, donating facilities or extending credit-is
unlikely to confer a lasting competitive advantage.

Now investment income depends to a great extent on
growth and loss control, which depend on market
position.

So the captive thinks about market position. Two
established ways of getting it are product differentiation
and geography.

Some sellers are able to engineer down the cost of
't*r. insuring boilers, abrasive wheels, retirement plans or

construction contracts. Others are closely tied to a
geographic area, its citizens and insurance agents.

A captive would not be likely to have a natural
geographic niche. That may be just as well. The
advantages of a close relationship with a favorable

location are now widely recognized, a sure sign that
geographic niches will soon come under pressure.

The position of the strong geographic speciality companies in
their agencies is probably unassailable. The position of their agents
in the market is the problem.

The captive might try product differentiation, perhaps by
specializing in a client industry such as its

parent's industry. It is very rewarding and
can happen naturally in the risk .
management world.

 Differentiation and geography can
be sources of big profit, witness the

4*** California workers compensation
companies.

Yet the differentiation as well

as geography is constrained
by market size and number
of sellers.

Besides differentiation

and geography, another
way exists to set up a strong
market position. Besides

premium growth, loss control
and investment income, one more

exists to make money generally. The way: control
n expenses.

If one defines overhead broadly, as the sum of
Continued on next page

:: Graphic: Jim Bakasetas

•Modest capital requirements

•No special facilities needed;
skilled personnel available

•Easy entry into market

•Few regulatory barriers
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Where does the industry go from here?
By Mark W. Hinkley

Two and two continue to make four despite
the whine Of the amateur for three and the
cry of the critic forfive.

-Whistler vs. Ruskin, 1878

T'S A SIGN of the times. Slides andswings, the simple equipment of the
insurance playground, now look rusted
and old-fashioned next to shiny
contingents, paid-loss retros, promissory
notes, letters of credit, balanced rating
plans and rent-a-captives. The once simple
expense ratio is now auditioning for a part
in "the transaction." It's not easy to figure
out what's worth what.

As a result, a lot of reinsurers are
part-time insomniacs, and I'm no
exception. To combat the problem, I
practice an old underwriting trick:

Mal·k W. Hinkley is se-
. nior vp of Trenwick Re-
< insurance Group and
1 president of Trenwick

America Reinsurance

Corp. in Westport, Conn.

counting the number of cents in a dollar.
When I find they add up to more than one
hundred, I ask for an unlisted number at
work.

For those with acute insomnia,

thumbing through back issues of Business
Insurance can be an eye-opening
experience. You begin to realize how
much print is devoted to the upcoming
doom of the business. The vultures are

circling, and, by most accounts, it's the end
of insurance as we know it.

The surprise is that there are so many
mourners shuffling about in the first place.
Some offer sentimental recollections of the

way insurance used to be.

The reason for my surprise is twofold:
first, because the doom-or even a
dramatic reversal of the insurance

cycle-may be as long in coming as it is
"overdue"; and second, because my
sadness at the death of insurance as we

know it reaches the same level of grief as
it does for Oldsmobiles as we drove them,
or even whole life insurance as we lived it.

Commercial property/casualty
insurance is undergoing a transformation
that's as remarkable as that facing basic
cars, planes, trains, textiles, steel and other

manufacturing industries in America.
With some luck and vision, the insurance

industry will come through the process
less-scathed than other sectors of the

economy, and with its capital and surplus
intact.

Yet, the challenges other industries
face-foreign competition, reduced
demand and regulatory restraint-also
challenge the insurance industry.

Access to raw materials is a key to
competing in any world market. Whether
you are a captive or domestic company,
reinsurance is the raw material of

insurance. The trend today is to exploit the
elasticity of the international reinsurance
market, and thus produce a competitive
"alloy" that you can market as insurance.
The challenge is going to be in protecting
your sources of supply.

Insurance regulation has prevented
much inequity, but has also protected an
obsolete distribution system that modern
technology will certainly erode. Price
competition will continue within pockets
of "deregulation," such as open rating for
workers compensation. Product
competition will grow through
"de-regularization," the abandonment of
"regular" products for those which

incorporate aftertax efficiency and
interest rate sensitivity.

As in the case of the rent-a-captive,
competition will transcend price to focus
on the needed, most efficient services.

Certainly there will be casualties along
the way. Today's results are more
impoverished than the rates of return
reflect. High interest rates that refuse to
permit any tangible economic recovery at
the same time nourish phenomenal
growth in investment income and attract
new risk capacity. Overall lower economic
activity becomes a perception of
permanently better loss experience among
insureds. Catastrophes have been few and
localized. Finally, increased use of
reinsurance has fragmented any adverse
result among new, multiplying bases of
capital.

The loss impact is spread, but now that
capital addition has stabilized somewhat,
the buck that never stops has started
leaving footprints on the backs of certain
insurers and reinsurers.

How did we get into this mess?
Insurance used to be as comfortable as the

family car. Maybe that's why risk
managers repossessed it. It really couldn't

Captives face challenges of new markets
Continued from previous page
underwriting and loss adjustment expenses, then few
companies have overhead of less than 30% of premiums
and most have around 40%.

That is not to say insurance overheads are too high,
for that's a relative concept. But they are high enough to
be competitively significant. A deep and sudden cut,
especially one hard to copy, would matter not just on the
bottom line, but in the marketplace.

The trend in insurance has been to reduce overhead,
mainly by eliminating the same functions in the
distribution system. Yet, still more must go.

Insurance is now a buyer's market, and it is
reasonable to suppose buyers will press for less
overhead. The insurer that can attract their business can
afford to take it on. Since insurance is less a risk

business in the old sense, it is less capital-intensive in
the old sense, too.

So now an insurer can turn its capital over faster and
do well on smaller profit margins. It can also turn its
attention to functions directed more to its client than to
itself-the control and allocation of costs and

information management.
This is provided that it is always able to get the

business.

Investment income depends on premium growth and
on loss and expense control. Premium growth and loss
control depends on market position. Market position
depends on efficiency. Expense control depends on
efficiency.

So apart from the geographic niches and product
differentiation, all the elements of profit-growth, loss
and expense control and investment income-will
ultimately turn on efficiency.

For a long time that propostion has had a ring of
truth. It is getting more credible gradually, witness the

-

 Richard E. Stewart is chairman of
1 Stewart Economics Inc., a New York
+ consulting firm specializing in prop-

erty/casualty insurance. This article is
excerpted from a speech delivered to
the Captive Insurance Company Con-

AL./ ference in Bermuda last month.

success of the direct writers. Now it is about to become a

"truth" in a big way. We are not just talking about
squeezing a point or two out of the expense ratio.

Can captives take advantage of that? Four facts about
captives suggest they might.

First, the experience in other industries is that during
deregulation, unbundling services means big savings.

Insurance has been undergoing deregulation for 40
years. Captives deal in unbundled services. They were
among the first to see that better information
technology made possible sophisticated cost accounting
and loss analysis that were worth a lot.

Second, captives were created to save investment and
tax money, but also expense money.

The low expense ratios of captives are evidence the
savings can be achieved. That does not prove captives
can do it in the general market. But it is encouraging.

Third, likely as not, the captive parent company is
from the business culture that has been the most

efficient in the past-the manufacture and marketing of
tangible goods.

The most efficient insurers have gotten where they
are today by applying, consciously or not, ideas from
industry. It is no accident that, outside the niches, those
insurers also tend to have the most formidable market

positions.

Perhaps captives will be the next to borrow industrial
ideas to make insurance more efficient.

Fourth, the captive has the distinguishing
characteristic we started with. The captive is not part of
the insurance establishment.

Call it ignorance or naivete, but the captive insurer is
not the captive of its distribution system or its cost
structure or attitudes inherited from a seller's market.,

It probably even thinks about its role differently. As a
child of the risk management movement, the captive
comes from thinking about insurance functions rather
than insurance institutions.

Where financial functions turn on preserving capital
over time and are affected by public interest, we pass
from a concern over functions to a concern over the

institutions that perform them. The reason is that those
institutions preserve capital best and are most amenable
to regulation.

From that develops the notion of an institutional

franchise to perform the function, followed by the
imposition of social and other costs as the price of the
franchise.

At that point, if there is a change in what is valuable
about the financial function, and if it's possible to
provide the valued service without taking on the
franchise and its costs, the function is redefined, new
providers arrive and the franchise begins to look like a
prison.

Captives are in the thick of just such a redefining of
insurance functions. And it is deadly serious. Ask a
banker.

A captive insurer looks at the American market. It
sees that everyone in the market is a captive to
something. By contrast, the captive is free.

Does that mean an awesome new competitor is about
to be loosed upon the market?

No. A better question to ask is: Will the captive do
well in the general market at all?

Why? Go back again to where we started. The
distinguishing characteristic of the captive is that it has
no experience on the sell side of the insurance business,
but plenty on the buy side.

Selling is different from buying. In a buyer's market,
the buyer needs to analyze and select among proposals
brought to him. He needs intelligence.

The great insurance success stories are about people
who believed they were bringing to others something
they ought to have and, often, something which had
been wrongfully denied them.

Such belief and such intense identification with their

customers gave their actions a coherence not usually
associated with insurance companies.

Can the captive start from the reactive and cautious
buying side of the business and become an effective seller?

It can be done. Many early workers compensation
. companies resembled association captives. Many auto

insurance companies were sponsored.
/ But is it the same? Are roots in analytical risk

management the same as roots in a product shortage?
The captive comes from industrial and financial

traditions, surely the right ones for the next decades in
insurance. The captive lacks so much it is better off
lacking. The captive is free.

The only question left is whether freedom is enough.



have come out differently. There were
several forces at work:

• Smart corporate insurance buyers
became intolerant at the lack of versatility
and constancy of insurers and decided to
handle a first retention themselves.

• Introspection caused by insuring
oneself led to the conclusion that in many
cases the loss experience was better, or
could be made better. The captive retained
the primary limit that could benefit most
from loss control.

• Reinsurance has been

"demythologized." People have been
caught in the act of reinsuring so
frequently lately that insurers, financial
officers, risk managers-even reinsurers
themselves-claim to know how it works.

Regrettably, the mark the exceptional,
profitable reinsurer leaves behind has
pushed new reinsurance "impressionists"
to a level of imitation known only to
makers of designer jeans.

In summary, all of this tinkering by
corporate risk managers and financial

officers has given the insurance industry a
Humpty Dumpty complex. No amount of
king's men can hope to reupholster the old
one-dimensional look of the insurance

industry. Form must now follow function,
even if brokers and insurers each try to
consolidate all the vital functions.

One of the more intriguing applications
of this process is the rent-a-captive.

For several years, captive insurance
companies have been bringing into

balance their control over claims

frequency and ability to factor out claims
severity through reinsurance. Now, a
captive can purchase reinsurance within
its own retention, offset expenses with
ceding commission, buy stop-loss coverage,
sell off prior-year present value reserve
portfolios, and buy protection retroactively
and on an option basis. But a captive comes
with its own set of headaches, one of

selection: Both parties are looking for each
other.

You are looking for the financial
advantage: the potential to recapture
underwriting profit and investment
income. By insuring the primary level of
your risk with the rent-a-captive, you
achieve relevance to historical loss pattern
and predicted experience. Protection from
severity losses and aggregate frequency

Commercial property/casualty insurance is undergoing a
transformation that's as remarkable as that facing basic
manufacturing industries. With some luck and vision, the

insurance industry will come through less-scathed than others.

which is being in the insurance business.
The theory of the rent-a-captive is that

an insured or association can achieve all

the advantages of captive ownership and
none of the disadvantages. There are
numerous corporate versions, and it's wise
to investigate each "advantage" carefully,
with the help of tax counsel.

If the rent*captive really provides
insurance, then you have transferred risk.
If it doesn't, the premium isn't deductible.
The link between an efficient insurance

buyer with a profitable risk and an

efficient insurance seller with profit
objectives is an affinity of natural

must be part of the rent-a-captive program
to insulate the premium base from total
loss.

Some rent-a-captives offer equity
participation through preferred shares.
Your maneuverability remains greatest
when you do not have to own part of the
rent-a-captive or remain insured beyond
an annual basis.

Administrative costs vary from 1% to 5%
of invested funds. Indepedent services
should be available as required.

The deductibility of premiums paid to
captives remains a contended area of tax

- law. A captive could make use of a
rent-a-captive, however, by negotiating
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the transfer of liabilities from prior years
and taking a current deduction for the
premium charged. In effect, the captive is
liquidating its inventory of loss reserves.

If the rent-a-captive sustains good
experience, the returns based on that
experience will provide a means of
capitalizing a captive for an insured or for
a broker.

Unlike self-insurance, the insured

must part with his cash under most
rent-a-captive programs. I would not be
surprised to see creative bankers attribute
rent-a-captive deposits to the original
sources of the premiums paid.

Neither rent-a-captives, nor any of the
other rate-of-return-oriented products are
the final transformation I have been

describing.

Many will say that all such products
will vanish when the market turns. But

the market turns on perceptions more
than combined ratios. It will react when

people fear a loss of their jobs, not out of
statesmanship and rational ratemaking.

These products are more a point of
departure to provide answers to questions
originally asked by risk managers and
brokers. There is much to do beyond,
depending on natural disasters and the
cheering of a fall in interest rates.

Far from being the death of insurance, I
see evidence of creation and renewal as

people segment, analyze and alter the
business of risk taking. .
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Captives may not be the answer for benefits
By Peter B. O'Brien

E ARE IN a recession. Like thefederal government, most

corporations are cutting back on expenses.
One burdensome expense is payroll.
Therefore, many companies have put a
moratorium on hiring, reduced staff and
have even instituted temporary cutbacks
in executive salaries and perks.

Another area of focus is the employee
benefit program. Employee benefits make
up nearly 40% of direct pay. The

fastest-growing portion of this amount is
group medical insurance. Now more than
ever, corporate financial officers are

asking, "Can we buy it cheaper?"
A total financial review of group

insurance funding and accounting
techniques might involve considering a

captive to fund employee benefits.
Many large companies, of course, have

captives in operation for their general
insurance. There are more than 1,000

captives in operation. Some are quite
active, insuring a major share of a
corporation's risk; others are somewhat
dormant or only used for specialty

exposures.

A frequent comment from financial

officers is, 4'Let's save even more money
and run our group insurance premium
through our captive, too." Because of

44
Peter B. O'Brien is a vp
and senior employee ben-
efit coordinator at Alex-

ander & Alexander of
New York Inc. His col-

umn appears the third
Monday of each month.

government red tape, however, what
might seem like an obvious advantage can

prove to be a futile exercise-especially if
the group plan has been through a recent
financial tuneup.

First, let's consider some of the

difficulties a company is faced with when
planning to fund benefits in a captive.

The first major hurdle is ERISA
compliance. ERISA prohibits a fiduciary
from self-dealing or any transactions
involving a party-in-interest. Since benefit
plans must comply with ERISA, it would
seem that a captive for benefits would not
be feasible. However, Section 408 of the

act provides a loophole. This section states
that exemptions can be made from
stringently prohibited transaction rules if
the parent company's ERISA-regulated
premium does not exceed 5% of total
premium from all other sources.

The government has taken it a step

further. Three years ago a class exemption
was released that raised the 5% share to

50%. This prohibited Transaction
Exemption, PTE 79-41, only applies to U.S.
captives that have a 50% or greater stock
ownership with the parent company.

The 50% test for outside business was

effective Jan. 1, 1982. The old 5% test was

eliminated retroactively to Jan. 1, 1975.
Actually, there seems to be no limiting
percentage from 1975 to 1982, but it's clear
this year the 50% rule applies. These rules
apply only to conventional, direct

insurance. The plot thickens when
considering reinsurance.

The Department of Labor has not come
out with specific directions for

reinsurance. Rather, the department
prefers to write custom, case-by-case,

prohibited transaction exemptions for

each application. It's well known in the
industry, however, that favorable

determinations are not easy to obtain.
If the captive is offshore, as is the case

with so many commercial captives, there
is the extra cost of excise tax on

transferred funds. Most efficient

self-insured, benefit plans find this an
obstacle that causes the captive to perform
poorly from a competitive standpoint
when lined up against an administrative

services only or 501(c)(a) trust plan.
Furthermore, the cost of letters of credit

and other banking charges could give the
trust fund an advantage of more than 2%.

Another area that should be studied

carefully is the deductibility of premiums
the parent company pays the captive. The
IRS regulations suggest that a transfer of
risk is necessary for proper deductibility.
In a somewhat dated IRS ruling (77-316), a
captive premium was not considered
deductible, except for certain commercial
lines, because sufficient shift of risk had

not occurred. In subsequent rulings, the
government did outline examples of
allowed deductibility, but these were
association-type captives.

At this point, you're probably
wondering if it's cost-effective to consider
a captive for benefits. The answer might
be "yes" if you have not financially

overhauled your program recently.
But if you have changed from

conventional insurance to an ASO,

minimum-premium, flexible funding or a
501(cX9) trust, you might already have
many of the advantages that could be
available through a captive.

There are many new cash-flow

programs available today. These programs
were not as attractive a few years ago

when we had single-digit interest rates.
Now, with a recession cutting profits, the
cash-flow plans are attractive.

For employees located outside the
United States, things are more

encouraging. Many foreign countries do
not allow our non-admitted programs to
qualify for favorable tax deductibility.
Therefore, it is necessary to use licensed
local insurance companies to obtain
favorable tax treatment and to comply

with local regulations. Since international
networks of companies have been formed
with interlocking reinsurance treaties for
handling worldwide benefit programs,
however, an opportunity is available for a
captive. The captive can become a
"retrocessionaire" and assume as much of

the risk as it can work with and arrange.
If the captive is domiciled offshore, it

can invest surplus premiums and obtain
investment returns that are not taxed as

stringently as onshore captives' yields.
In summary, corporations must check

empire- and ego-building by trying to
force group insurance premiums into a
commercial captive. If a corporation is
successful in clearing ERISA hurdles and
building a case against tax deductibility of

premiums, a captive still might not
represent the lowest cost alternative.

An efficient streamlined program
achieving the greatest aftertax return on
reserves and eliminating unnecessary
insurance charges will settle the question
of which funding and accounting methods
should be selected. As long as corporate
sales and profits are down and interest
rates are up, the pressure will be intense
for financial executives to search for the

best financial option to assure maximum
return on benefit premiums. .
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Colitinued from page 57 1981 gross revenues: Not re-

5,lani Insurance Management ported
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Consultants (Cayman) Principal officers: Ian Kilpa-

larme Ltd. trick, managing director, Brian

Box 1063, Grand Ca'/man, BWI,
Allen, financial controller, Graham

FACILITIES AVAILABLE 809-949-5722
Cork, assistant underwriter, Jim

Stergon, director

TO AGENTS & BROKERS OF MEMBER COMPANIES Year founded: 1980 Insurance Managers Ltd.
Staff: Eight total staff of which Dorchester House, Church Street,

MUTUAL MARINE OFFICE, INC.
four are professionals holding the Hamilton 5, Bermuda
following number cf professional

Year founded: 1969
designations. C A at:orney

100 PARK AVENUE, NEW YORK, N.Y. 10017 • 212-953-0580 Clients: 13 total clients, 75% w.th Parent company: Reed Sten-
house Cos. Ltd

General Managers premiums less than $1 million; 25%
NEW YORK MARINE AND GENERAL .INSURANCE COMPANY Sl milhor- to $3 million Staff: 28 total staff

Services provided: Captive fea- Clients: 46 total clients

- Marine Managers - sibility studies, capt ve formation, Services provided: Currently

government reportir-g, avcounting, developing computerized claims

claims reserves analysis actuari al processing, claims reserves analy-
ARKWRIGHT-BOSTON INSURANCE COMPANY LUMBER MUTUAL INSURAVCE COMPANY studies, reinsurance brokered for sis, actuarial studies, reinsurance
ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL MUTUAL FIRE, MARINE & INLAKD INS COMPANY captives, reinsurance brokered to brokered to captives, underwriting

INS. COMPANY PENNSYLVANIA NATIONAL MUTUAL CASUALn captives, underu riting and rare- and ratemaking for captives, loss-

EMCASCO INSURANCE COMPANY INS CO. making for captives control services, financial analyms,

EMPLOYERS MUTUAL CASUALTY COMPANY UNION MUTUAL INS CO OF PROVIDENCE Compensation: Minimum an- claims management
1981 gross revenues: Not re-

GRAPHIC ARTS MUTUAL INSURANCE COMPANY UTICA MUTUAL INSURANCE COMPANY nual fee, $10,000, time and expense,
professional, $80-$120, clerical, $30. Ported
S60 Principal officers: David A

Brown, Robert E Barclay

Insurance Services
International Ltd.

Box 1345, Grand Cayman,BWI,
809-949-5499

If youTe overwhelmed by captive
Year founded: 1978

Staff: Five total staff, of which

three are professionals holding the

carpetbaggers,
following number of professional
designations two CPAs, one ARM

Clients: More than 15 total eli-

ents, 15% with premiums less than
$1 million, 55% $1 million to $3 mil-
lion, 30% $3 million to $10 million

Services provided: Frequent
captive feasibility studies, captive

h AM*- A<*1. ' :--1 trythe formation, government reporting,
accounting, computerized account-
ing, loss forecasting, reinsurance

Uncaptive. brokered for captives, reinsurance
brokered to captives, investment
management, loss-control services,
associations occasional manual

*' claims processing, claims reserves
analysis, underwriting and rate-
making for captives

\'4 Compensation: Minimum an-
nual fee, $10,000 (based on time

fessional, $60-$100
1981 gross revenues: Not re-

projections), time and expense, pro-

ported
Principal officers: K J. Geb-

hardt, chairman, B Timothyre'**1 55' '--=. 1 Marsh, president

International Risk

71,423*4- 'Fr-/IA 0.. 1 Management Ltd.A
Box 69, Belvedere Building,

-f© 5 ../''S %

+ Sb, . -
Hamilton, Bermuda 809-295-0713

4., Year founded: 1962

&4 .4 *1.
Parent company: American

Risk Management Inc

-*M F'« r. Staff: 70 total staff, of which 45
--

are professionals holding the fol-
r

130 -

lowing number of professional des-
ignations 12 CPAs, five CPCUs,
three MBAs

Trenwick has a way out No-hassle in- Clients: 10 total clients, 5% with

. .*-£-1*'f surance by the Uncaptive, TGIC" Offered by premiums less than $1 million, 20%
$1 million to $3 million, 60% $3 mil-

Trenwick Guaranty Insurance Company Ltd , lion to $10 million, 10% $10 million
to $20 million, 5% exceeding $20

."*.'4 TGIC' providesa procram superior to con- million

Services provided: Frequent
- ventional insurance, self-insurance, and

captive feasibility studies, captive
formation, government reporting,

retrospective requ'rements, or long-term accounting, computerized account-
ing computerized claims pro-

'.4 al'll//Ill.. 1/f . 46. «..% obligations cessing, claims reserves analysts,

-- captives with no capital commitments,

it / TGIC ' perm,ts the return of under-: E - reinsurance brokered to captives,
1 reinsurance brokered for captives,

writing and investment profit to insureds underwriting and ratemaking for
captives, underwriting pools (Ho-

and brokers and relies on performance- pewell Pool, 60 participants, $100
&

0 yours and ours-to produce good experience million premium volume member-
ship requirement. captive managed

The Uncaptive another untradition by ARM Group), loss-control ser-
vices, associations, occasional in-brought to you by Trenwick

49•
'1,7

vestment management, loss fore-
Write to us for our brochure casting, actuarial studies

-]4*td*· AL* 'B
I .- . Subsidiaries: European Risk

Management Ltd

F.*sis%63, *SS-} i A-,wl Jr,4 4 1981 gross revenues: Not re-
J

14 /4//limis,1#  n <zz- 2_£ tk ported.
cZZZL z-=In Principal officers: F M Reiss,

Tren,vick Guaianty Insurance Ccmpoity Ltd chairman, A H Deters, executive
BL PO Bo\462 Tienwlik House 9 (bur< b Street West Harrillon 5 Ber muda vp, M E Luber, senior vp, A

- (809) 295 3009 TELEX 3640 Chilvers, group vp; A Summers,
vp/secretary, F How, vp/trea-
surer
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JaH Ltd.

Box 1826, Hamilton 5, Bermuda;
809-292-4402

Year founded: 1969.

Parent company: Johnson &
Higgins.

Staff: 110 total staff, of which 45
are professionals holding the fol-
lowing number of professional des-
ignations: three ACIIs, two FCIIs,
12 accountants.

Clients: 137 total clients, 40%

with premiums less than $1 million;
26% $1 million to $3 million; 23% $3
million to $10 million; 4% $10 mil-
lion to $20 million; 7% exceeding
$20 million.

Total premiums under man-
agement: $450 million.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, computerized account-
ing, computerized claims pro-
cessing, claims reserves analysis
(through Johnson & Higgins), actu-
arial studies, loss forecasting, rein-
surance brokered for captives
(through J&H affiliate), reinsur-
ance brokered to captives, under-
writing and ratemaking for cap-
tives, underwriting pools (First Is-
land Reinsurance Assn., J&H For-

eign Property Treaty, 24
participants, $70 million premium
volume; membership requirement:
acceptance by other members),
loss-control services (through
J&H), associations, specialized ac-
counting services, onshore services
for associations; occasional manual

claims processing, tax advice, legal
(paralegal) advice.

Compensation: Time and ex-
pense.

1981 gross revenues: Not re-
ported.

Principal officers: Patrick J.T.
Stephenson, chairman; Brian R.
Hall, president; Andrew D. Carr,
vp; Roger Gillett, David Walker,
assistant vps.

J.S. Johnson & Co. Ltd.

Box N8337, Nassau, Bahamas;
809-322-2341

Year founded: 1854.

Staff: 60 total staff, of which 15
are professionals holding the fol-
lowing number of professional des-
ignations: two CAs, five FCIIs, two
ACIIs, two AIICs.

Clients: Two total clients.

Services provided: Frequent
captive formation, government re-
porting, accounting, manual claims
processing, loss forecasting, invest-
ment management; occasional
claims reserves analysis, under-
writing and ratemaking for cap-
tives.

Compensation: Annual fee.
1981 gross revenues: Not re-

ported.
Principal officers: Charles T.

Fernie, managing director; Allan
MeGill, director.

Johnson & Higgins
(Cayman Islands) Ltd.
Box 1051, Grand Cavman, Cayman
Islands, B.W.1.; 809-549-5988/5998

Year founded: 1981.

Parent company: Johnson &
Higgins.

Staff: Two total staff, of which
one is a professional and chartered
accountant.

Clients: Six total clients, 67%
with premiums less than million;
33% $1 million to $3 million.

Total premiums under man-
agement: $5 million.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, computerized account-
ing, computerized claims pro-
cessing, claims reserves analysis

)
(through Johnson & Higgins), actu-
arial studies, loss forecasting, rein-
surance brokered for captives
(through Johnson & Higgins affili-
ate), reinsurance brokered k cap-
tives, underwriting and ratemak-
ing for captives, loss-control ser-
vices, associations, specialized ae-
counting services, onshore services
for associations; occasional manual

claims processing, tax advice, legal
(paralegal) advice.

Compensation: Commissions for
reinsurance brokered, time and e=-

pense.

1981 gross revenues: New com-
pany.

Principal officers: David
Campbell, managing director.

Johnson & Higgins
Services Inc.

1750 Colorado National Building,
950 17th St., Denver, Colo. 80202;
303-893-3444

Year founded: 1981

Parent company: Johnson &
Higgins.

Staff: Two total staff, of which
one is a professional holding the
following designation: one CPA.

Clients: One client, with premi-
ums less than $1 million.

Total premiums under man-
agement: $1 million.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,

New Kemper innovation opens
up the reinsurance frontier to
captive companies.

Captive insurers no lonfer have to
worry about getting the profitable,
third-party business they need.

Once again, the Cavalrv comes
to your rescue.

Kemper introduces the SPP-
Superior Property Pool, a book of
exceptional HPR b.lsiness, under-
written by Kemper's long experi-
enced underwriters w,0 have

an excellent track record.

accounting, computerized account-
ing, computerized claims pro-
cessing, claims reserves analysis
(through Johnson & Higgins), actu-
arial studies, loss forecasting, rein-
surance brokered for captives
(through Johnson & Higgins affili-
ate), reinsurance brokered to cap-
tives, underwri:ing and ratemak-
ing for captives, loss-control ser-
vices (through Johnson & Higgins);
occasional manual claims pro-
cessing, tax advice, legal (paralegal)
advice.

Compensation: Time and ex-
pense.

1981 gross revenues: New com-
pany.

Continued on next page

SPP functions simply. Kemper can
cede superior property HPR busi-
ness to any Kemper HPR insured
that has an off-shore Captive
Company. In essence, when you
give us business, we'll give
you business.

Few outfits understand the H PR

account better than Kemper. We
were one of the first to jump
into the field yea rs ago. Today, we
ride ahead of the rest with superior
multi-national claim service and

loss control consultation.

We believe in caotive programs
and we want to help them in any
way we can. Thev're good for you
and good for us.
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NEW!
Now in New York

Insurance Answers on:

PUERTO RICO
& the Caribbean Basin

All Brokers and Cos., for
service and solutions, CALL
Charles Carr (212) 233-2287
-Your man in the Carib-
bean, Remember

SOUTH CONTINENTAL

OF NEW YORK, INC.
Suite 614, 88 Fulton

NYC, N.Y. 10038

Kemper SPR lt% much too good
to miss. Contact your broker or
Marketing Dept., Kemper Group,
Long Grove, IL 60049, for more
details. The pool is open starting
January 1, 1981.

1//1/Ii 1
ifemlzeR GROUP

Once you compare Kemper,
you'll ride with us.

Now

Kemper can set your captives free.

*1981, Lumbermens Mutual Casualti Company.

f.
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Continued from previous page
Principal officers: Richard J.

Barksdale, Brent S. Bales.

K

Kitson Management
Services Ltd.

Spithead House, Reid Street,
Hamilton, Bermuda; 809-295-2525

Year founded: 1979.

Parent company: Kitson & Co.
Ltd.

Staff: 10 total staff, of which live
are professionals holding the fol-
lowing number of professional des-
ignations: two CAs, one MBA. sme
FCII, one ACII.

Clients: 13 total clients, 85% vith

premiums less than $1 million; 15%
$3 million to $10 million. Minimum
size client $200,000 in premiums.

Total premiums under man-
agement: $15 million. -

Services provided: Freqient

government reporting, accountirg,
computerized accounting, manual
claims processing, claims reserves
analysis, loss forecasting, r€insur-
ace brokered for captives. loss-
vortrol services, occasional captive
feasibility studies, cap:ive forma-
tion, actuarial studies, reinsurance
brckered to captives, underwritng
and ratemaking for captives, in-
vestment management, tax advice,
legal advice, associations, specia-
lized accounting services, onshcre
services for associations.

Compensation: Minimum an-
nual fee, $10,000; commissicns for
reinsurance brokered; time and ex-
pense, professional, $40-$100. clei-
cal.$20-$35,

1981 gross revenues: Not re-
ported.

Principal officers: Gordon
Veale, financial director; Stephanie
3rydon, insurance manager. tech-
nical; David J. Goodman, Richard
E. Krupp, G. Kirk Kitson, dirce-
tors.

L

Landmark International

Management
(Bermuda) Ltd.
Box 1428, Hamilton 5, Bermuda;
809-292-1240

Year founded: 1977.

Parent company: Landmark In-
surance Group.

Staff: Supplied by S.H. Grayston
Management Ltd. under contract.

Clients: Six total clients.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
acgounting, computerized account-
ing, manual claims processing,
computerized claims processing, re-
insurance brokered for captives,
underwriting and ratemaking for
captives, investment management,
associations, onshore services for
associations, occasional claims re-

serves analysis, loss forecasting,
specialized accounting services for
associations.

Subsidiaries: Affiliated with

Absit Insurance Management Ltd.,
Cayman Islands and Grayston
Landmark Ltd., Bahamas.

Compensation: Minimum an-
nual fee, $20,000.

1981 gross revenues: Not re-
ported.

Principal officers: William E.
Thompson, chairman; Stuart H.
Grayston, president.

M & M Insurance

Management Services
Inc.

1221 Ave. of the Americas, New
York, N.Y. 10020; 212-997-5519

Year founded: 1976.

Parent company: Marsh &

No payroll IRA can measure up to our
Employee Bx-shelter Plan.
No matter how hard ittries.

. V
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1. February 22,1982.

New York Life Insuraice Compary, 31 Mac son Avenue. New York. New York 10()10
Life. Group and Health in.u·ance. Anintitiss. 1;'ension Plans.

Introducing New York Life's new corporate
Employee Tax-shelter Plan.

A Qualified Voluntary Employee Contribution
plan (QVEC), it's even better than a payroll IRA
and more ftexible, too. For your employees. And
for you.

A guaranteed interest rate for up to 5
years. Employees can select from a guaranteed
interest account, money market or equity fund.
Accounts can be switched and withdrawals made;
some with no penalty and no tax.

Employees who sign up for the interest
account this year are guaranteed 14.50%' until
December 31,1986. Guarantees for deposits in
1983 and beyond will be announced at the

beginning of each year.
The option to contribute more than

$2,000. While only the first $2,000 is deductible
from taxable income, employees may contribute
up to an additional 10% of earnings to the plan.
The income from all employee contributions
accumulates tax free.

Easy to set up... easy to administer. New
York Life provides an administrative package that
takes virtually all the work off your hands. And
gives employees the detailed information and
records they need.

In short, our Employee Tax-shelter Plan can
not only replace a payroll IRA, it can relieve pres-
sures to adopt a traditional type of retirement
plan. Or help you liberalize your existing benefits
program.

For all the details, ask your New York Life
Group Specialist. Or call us toll-free at 1-800-847-
4800 (in Alaska and Hawaii, call 1-800-847-
4256; in New York State, call collect 212-696-
0513). Or mail the handy coupon.

We'll help you give your employees some-
thing even better than a payroll IRA.

New York Life Insurance Company, Room 715
51 Madison Avenue, New York, NY 10010

I would like to know more about your Employee
Tax-shelter Plan.

o Please have a New York Life Group Specialist call.
o Please send me a brochure.

Name

Title

Company

Address

City

State Zip

Telephone . )

t -ITIL-//U'/1 ......
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MeLennan Inc.

Staff: 11 total staff, of which five
are professionals holding the fol-
lowing number of professional des-
ignations: three CPAs.

Clients: Nine total clients.

Total premiums under man-
agement: $40 million.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, computerized claims
processing, claims reserves analy-
sis, actuarial studies, loss forecast-
ing, reinsuranee brokered for cap-
tives, underwriting and ratemak-
ing for captives, associations, spe-
cialized accounting services, on-
shore services for associations, oc-
casional reinsurance brokered to

captives, investment management
(through subsidiary, Putnam Advi-
sory).

Subsidiaries: M&M Insurance

Management Services Inc., Denver
and South Burlington, Vt.

Compensation: Annual fee;
commissions for reinsurance bro-

kered; time and expense.
1981 gross revenues: Not re-

ported.
Principal officers: Peter J.

Volpe, president, N.Y.; Erroll Hos-
sack, assistant vp/manager, Colo-
rado; John J. Middleton, assistant
vp/manager, Tennessee; James W.
Burns, assistant vp/manager, Ver-
mont.

M & M Insurance

Management Services
Inc.

500 Church St., Nashville, Tenn.
37219; 615-255-4533

Year founded: 1979.

Parent company: Marsh &
McLennan Inc.

Staff: Two total staff, of which
one is a professional holding the
following professional designa-
tions: FCA, chartered accountant.

Clients: One client with premi-
ums from $10 million to $20 mil-
lion. Minimum size client: $500,000
in premiums.

Total premiums under man-
agement: $16 million.

Services provided: Frequent
government reporting, accounting,
underwriting and ratemaking for
eaptives, tax advice, associations,
specialized accounting services, oc-
casional captive formation, compu-
terized accounting, manual claims
processing, actuarial studies, loss
forecasting, investment manage-
ment, legal advice, onshore services
for associations, captive feasibility
studies, computerized claims pro-
cessing, claims reserves analysis,
reinsurance brokered for captives,
reinsurance brokered to captives,
underwriting pools, loss control
services through other M&M subsi-
diaries.

Compensation: Time and ex-
pense.

1981 gross revenues: Not re-
ported.

Principal officers: John J.
Middleton, assistant vp.

Marsh & McLennan

(Bermuda) Ltd.
Box 1262, Hamilton 5, Bermuda;
809-295.3278

Year founded: 1970.

Parent company: Marsh &
McLennan Inc.

Staff: 60 total staff, of which 25
are professionals holding the fol-
lowing number of professional des-
ignations: 18 CPAs, two CPCUs.

Clients: 90 total clients.

Total premiums under man-
agement: $300 million.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, computerized account-
ing, computerized claims pro-
cessing, claims reserves analysis,
actuarial studies, loss forecasting,
reinsurance brokered for captives,
underwriting and ratemaking for
captives, loss control, associations,
specialized accounting services, oc-



casional manual claims processing,
reinsurance brokered to captives,
investment management (through
Putnam Advisory).

Subsidiaries: Marsh & McLen-

nan (Cayman Islands) Ltd., George
Town, Grand Cayman, B.W.I.

Compensation: Annual fee;
commissions for reinsurance bro-

kered; time and expense.
1981 gross revenues: Not re-

ported.
Principal officers: B.M. Pimm,

managing director; Adrian Lee-
Emery, Bryan S. Thompson, Clive
R. Tobin, vps.

McNeary Insurance
Consulting Services
Inc.

Suite 301, 6525 Morrison Blvd., Box
220926, Charlotte, N.C. 28222;
704-365-4150

Year founded: 1956.

Parent company: Booke & Co.
Staff: 28 total staff, of which 11

are professionals holding the fol-
lowing number of professional des-
ignations: four CPCUs, one ARM,
one MBA, two PEs, one CSP, two
RNs.

Clients: 12 total clients, 50% with
premiums from $1 million to $3
million; 25% $3 million to $10 mil-
lion; 25% $10 million to $20 million.
Minimum size client: $1 million.

Services provided: Frequent
captive feasibility studies, captive
formation, claims reserve analysis,
actuarial studies, loss forecasting,
underwriting and ratemaking for
captives, loss-control services, asso-
ciations, onshore services for asso-
ciations, occasional computerized
claims processing.

Compensation: Annual fee;
time and expense, professional,
$50-$100; clerical, $25.

1981 gross revenues: Not re-
ported.

Principal officers: W.C. Moore
Jr., president; T. Stephen Helms,
senior vp; J. Lanny Goode, S. Neal
Broome, Richard G. Clarke, vps;
A.M. Ingco, vp/actuary.

Pinehurst Management
CO.

Dorchester House, Box 1752,
Church Street, Hamilton, Bermuda;
809-295-4864

P

Year founded: 1967.

Parent company: Pinehurst
Corp.

Staff: 40 total staff, of which 28
are professionals holding the fol-
lowing number of professional des-
ignations: five CPAs, two CPCUs,
two ARMs, seven MBAs, one attor-
hey.

Clients: 40 total clients, 5% with
premiums less than $1 million; 50%
$1 million to $3 million; 30% $3 mil-
lion to $10 million; 10% $10 million
to $20 million; 5% exceeding $20
million.

Total premiums under man-
agement $125 million.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, computerized account-
ing, manual claims processing,
computerized claims processing,
claims reserves analysis, actuarial
studies, loss forecasting, reinsur-
ance brokered for captives, under-
writing and ratemaking for cap-
tives, underwriting pools (Dorches-
ter Quota Share Reinsurance Pool,
eight participants, $12 million pre-
mium volume: membership re-
quirement: must be managed by
Pinehurst Management), invest-
ment management, tax advice,
legal advice, associations, onshore
services for associations, occasional
specialized accounting services.

Subsidiaries: Pinehurst Man-

agement Co. (Cayman) Ltd.,
George Town, Grand Cayman,
B.W.I.

Compensation: Annual fee;
commissions for reinsurance bro-

kered; time and expense, profes-
sional, $60-$125; clerical, $25-$30.

1981 gross revenues: $3 million.
Principal officers: Robert

Whiting, president/managing
director; Harry Kast, senior
vp/ccntroller; Cyril Whitter. assis-
tam controller; George M. Powers,
Robert L. Emett, director.

R

Risk & Benefit

Management Systems
3025 S. Parker Road, Suite 825.
Aurora, Colo. 80014; 303-752-4912

Year founded: 1971

Parent company: NationalBusi-
ness Services Inc.

Staff: Seven total staff, of which
six are professionals holding the

Continued on next page
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CAYIVIAN INFORMATION CENTRE INC.
is pleased to offer a complete information folder on all you need to
know about chartering and licensing an insurance company in the
Cayman Islands, including a Special Feature from the CAYMAN-
WASHINGTON REPORT on "Offshore Captives in the Caymans".

******'*************

Enclosed is my check for 510 to cover postage and handling.
Please send me a complete CICI information folder.
Name

Title

Firnn

Address

Phone

SEND TO: Cayman Information Centre Inc., 1000 Potomac St., N.W.,
Suite 204, Washington, D.C. 20007
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*A quote from BUSINESS INSURANCE Magazine
as it appeared in "Canada Market Report,"
page 20, November 23,1981

Morris & Mackenzie is a

private Canadian insurance
brokerage owned exclu-
sive/y by a highly-motivated
team of marketers, account

executives and technical/
administrative support staff.
Together, we provide profes-
sional insurance brokerage,

risk management and
benefit consulting services
from four regional offices
across Canada.

For a copy of our corporate
brochure, call Frank Dougan,
Chief Executive Officer,
at (514) 937-5755.

RIORRIS & AIACKENZIE LIRCITED
VANCOUVER • CALGARY • TORONTO • MONTREAL
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MANAGEMENTSYSTEMS, INC.

7800 College Drive
Palos Heights, IL 60463
312-448-5911

*E

Continued from previous page
following professional designation:
one attorney.

Clients: Six total clients, all with
premiums of $1 million to $3 mil-
lion.

Total premiums under man-
agement: $9 million.

Services provided: Frequent
captive formation, government re-
porting, accounting, claims re-
serves analysis, loss forecasting, re-
insurance brokered for captives,
underwriting and ratemaking for
captives, occasional reinsurance
brokered to captives, investment
management, loss-control services,
associations, onshore services for
associations.

Compensation: Minimum an-
nual fee, $12,000; time and expense,
professional, $35-$100; clerical, $20-
$35.

1981 gross revenues: More than
$300,000.

Principal officers: W.R. Ker-
sten, T.G. Littell, D.W. Metcalf.

Risk & Benefit

Management Systems
141 Main St.. Montgelier, Vt.

05602; 802-223-2381

Year founded: 1981.
Parent company: National Busi-

ness Services Inc.

Staff: Vermont office operated
by Colorado office. Office to be
staffed when client chooses Ver-
mont office.

Clients: New company.
Total premiums under man-

agement New company.
Services provided: Frequent

captive formation, government re-
porting, accounting, loss forecast-
ing, reinsurance brokered for cap-
tives, underwriting and ratemak-
ing for captives, occasional invest-
ment management, loss-control
services, associations, onshore ser-
vices for associations, reinsurance
brokered to captives, claims re-
serves analysis, manual claims pro-
cessing, captive feasibility studies.

Compensation: Minimum an-
nual fee, $12,000; time and expense,
professional, $35-$100; clerical,$20-
$35.

A re you looking for o parameter-driven
employee health benefits claims
processing and fund accounting sysrem
rhar provides you wirh complere control
over all aspects of plan administration
including on-line claim inquiry,
worksheer and check production. 1099
Meds, and flexible reporting?

*Never seem ro find o system rhor allows -
for mulri-plan and multi-plant reporting
on single or multiple fund occounrs and
provides automatic COB accumularions.
accurately calculates cloim payments,
ond gives you 011 of rhe sroristicol and
productivity dora you need?

Seldom receive in-deprh. on-rime.
monrhly reports on plan urilizorion.
claim and benefit poymenrs. yeor-ro-
date disobiliry occumularions poymenrs
ro providers by procedure. or cloim
:urnaround rimes?

*ould you like ro be able ro forecast
premiums prepare budgets, provide
speciolized reports for monagemenr. do
word processing, hove immediore
access ro all of the doro on your system.
projecr losses. prepare list bills. ond
produce W-2's for disability payments.
011 on rhe some system?
ver worry obour sysrem security. wanr
supervisor opproval on large benefit
payments need ro produce address
labels, consider purring rogerher o
benefirs communicarions package.
wonr rablized benefit schedules. or like
ro be oble ro reconcile checking
occounrs easily?

*Resigned ro the foci rhot you'll never be
able to afford a low-cost high-quality
mini-ccmpu:er bosed benefirs system
rhot provides for 011 of your emoloyee
benefirs informarion processing needs?
Call or write today to find out how
QicClaim could be your ANSWER.

1981 gross revenues: Not re-
ported.

Principal officers: W.R. Ker-
sten, T.G. Littell, D.W. Metcalf.

Risk Management Ltd.
Invicta House, Candie Road, St.
Peter Port, Guemsey; 23612

Year founded: 1978.
Staff: 12 total staff, of which six

are professionals holding the fol-
lowing number of professional des-
ignations: three FCIIs, two ACns,
one FCA, one AIL.

Clients: Minimum size client:

5,000 pounds in fees.
Services provided: Frequent

government reporting, accounting,
computerized accounting, manual
claims processing, reinsurance bro-
kered for captives, underwriting
and ratemaking for captives, in-
vestment management, tax advice,
management of domestic insurer,
captive broker management, occa-
sional loss-control services, loss
forecasting, claims reserves analy-
sis, computerized claims processing,
captive formation, captive feasibil-
ity studies.

Compensation: Minimum an-
nual fee, $10,000; time and expense,
professional, $40-$75; clerical, $10-
$35.

1981 gross revenues: Not re-
ported.

Principal officers: Michael A.
Ward, managing director; Diane J.
Ward, director; M.J. Palin, direc-
tor/secretary; Christopher Scho-
field, technical manager.

Risk Treatment Services
(Bermuda) Ltd./Venture
Management
Ltd./Atlantic Security
Ltd.

Spithead House, Box 2018,
Hamilton 5, Bermuda; 809-295-5425

Year founded: 1973.,

Parent company: Baldwin-
United Corp.

Staff: 10 total staff, of which two
are professionals holding the fol-
lowing number of professional des-
ignations: one ACH, one FCII.

Clients: 23 total clients, 64% with
premiums less than $1 million; 17%
Sl million to $3 million; 9% $3 mil-
lion to $10 million. Minimum size
client: $350,000 in premiums.

Total premiums under man-
agement: $26.95 million.

Services provided: Frequent
captive formation, government re-
porting, accounting, reinsurance
brokered for captives, reinsurance
brokered to captives, occasional in-
vestment management, associa-
tions, claims reserves analysis, cap-
tive feasibility studies.

Compensation: Minimum an-
nual fee, $15,000; commissions for
reinsurance brokered; time and ex-
pense, professional, $75; clerical,
$40.

1981 gross revenues: Not re-
ported.

Principal officers: William R.
Kersten, chairman; Harold For-
kush, president; Edgar Browne, vp;
H. Clayton Chambers, consultant.

Rollins Burdick Hutner
Management Inc.
10 S. Riverside Plaza, Chicago, Ill.
60606; 312-454-1400

Year founded: 1970.

Parent company: Rollins Bur-
dick Hunter.

Staff: 32 total staff.
Clients: 20 total clients.
Services provided: Captive fea-

sibility studies, captive formation,
manual claims processing, compu-
terized claims processing, claims
reserves analysis, loss forecasting,
reinsurance brokered for captives,
reinsurance brokered to captives,
underwriting and ratemaking for
captives.

Subsidiaries: Rollins Burdick
Hunter (Bermuda) Ltd., Hamilton,
Bermuda; Rollins Burdick Hunter
(Caymans) Ltd., George Town,

Cayman Islands, B.W.I.
Compensation: Minimum an-

nual fee; commissions for reinsur-
ance brokered; time and expense,
all negotiable.

1981 gross revenues: Not re-
ported.

Principal officers George Bur-
rows, president; Clive Himsworth,
managing director; Anthony Stell-
ing, Royan Ellis, resident secre-
taries.

Scotia Insurance
Services

Box 501, Grand Cayman, B.W.1.

Year founded: 1965.

Parent company: Bank of Nova
Scotia, Bank of Nova Scotia Trust
Ltd.

Staff: 11 total staff, of which five
are professionals.

Clients: 55 total clients.

Services provided: Frequent
captive formation, government re-
porting, accounting, manual claims
processing, investment manage-
ment, banking services, occasional
captive feasibility studies, manual
claims processing, semicompu-
terized claims accounting, actuarial
studies (through outside firms), re-
insurance brokered for captive.

Subsidiaries: Bank of Nova Sco-
tia Trust Co. (Bahamas) Ltd; Nas-
sau, Bahamas.

Compensation: Flat fee; hourly
rate.

1981 gross revenues: Not re-
ported.

Principal officers: Anthony B.
Stelling, manager of insurance ser-
vices; Derek J. Webber, assistant
manager.

The Somerset Group
(Turks & Caicos) Ltd.
Doyle House, Grand Turk, Turks &
Ca,cos Islands, B.W.1.;
809-946-2504

Year founded: 1981.

Parent company: The Somerset
Group.

Staff: Four total staff, of which
one is a professional holding the
following professional designation:
CPA.

Clients: 12 total clients, 90% with
premiums less than $1 million; 10%
$1 million to $3 million.

Total premiums under man-
agement: $6 million.

Services provided: Frequent
captive formation, government re-
porting, accounting, computerized
accounting, reinsurance brokered
for captives, investment manage-
ment, occasional captive feasibility
studies, manual claims processing,
reinsurance brokered to captives,
underwriting pools (Hamilton Un-
derwriting Agency Ltd., one partic-
ipant, $8 million premium volume;
membership requirement, top-class
security), tax advice.

Compensation: Annual fee;
commissions for reinsurance bro-
kered; time and expense.

1981 gross revenues: Not re-
ported.

Principal officers: Paul Peary,
president.

Somerset Underwriting
Management Ltd.
Washington Mall, Box 2009,
Hamilton 5, Bermuda; 809-295-1646

Year founded: 1974.

Parent company: The Somerset
Group.

Staff: Nine total staff, of which
four are professionals holding the
following number of professional
designations: four accountants.

Clients: 18 total clients, 50% with
premiums less than $1 million; 35%
$1 million to $3 million; 15% $3 mil-
lion to $10 million.

Total premiums under man-
agement: $30 million.

Services provided: Frequent
captive formation, government re-

]



porting, accounting, computerized
accounting, reinsurance brokered
for captives, investment manage-
ment,; occasional captive feasibility
studies, manual claims processing,
computerized claims processing, re-
insurance brokered to captives, un-
derwriting pools (Hamilton Under-
writing Agency Ltd., one
participant, $8 million premium
volume; membership require-
ments: top-class security), tax ad-
vice, associations, specialized ac-
counting services.

Subsidiaries: Somerset Broking
Ltd.

1981 gross revenues: Not re-
ported.

Principal officers: John Harris,
president; Peter Strong, executive
VP.

Southwest Offshore

Management Ltd.
Box 1571, Grand Cayman, B.W.I.;
809-949-5422

Year founded: 1979.
Staff: Four total staff, of which

two are professionals holding the
following number of professional
designations: one CPCU, one ARM,
one CIC.

Clients: Six total clients, all with
premiums less than $1 million.

Services provided: Frequent
captive feasibility studies, captive
formation, accounting, reinsurance
brokered for captives, reinsurance
brokered to captives, underwriting
and ratemaking for captives, asso-
ciations, specialized accounting ser-
vices, onshore services for associa-
tions, occasional government re-
porting, manual claims processing,
claims reserves analysis, actuarial
studies, loss forecasting, investment
management, loss-control services
(Texas).

Compensation: Minimum an-
nual fee, $3,600.

1981 gross revenues: Not re-
ported.

Principal officers: Jack W.
Hoffman, president; Winnie
Chung, executive vp; Ross Blumen-
tritt, secretary/treasurer.

T

Tomenson Saunders

Whitehead
International Ltd.

Box 546, Hamilton 5, Bermuda;
809-292-1240

Year founded: 1973.

Parent company: Tomenson
Saunders Ltd.

Staff: Total staff supplied by
S.H. Grayston Management Ltd.
under contract.

Clients: Three total clients.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, computerized account-
ing, manual claims processing,
computerized claims processing,
claims reserves analysis, loss fore-
casting, reinsurance brokered for
captives, underwriting and rate-
making for captives, investment
management, loss-control services,
occasional tax advice, associations.

Compensation: Time and ex-
pense.

1981 gross revenues: Not re-

Principal officers: S.H. Grays-
ton, president.

Transnational Risk
Management Ltd.

Transnational House, Box 60, Grand
Cayman, B.W.1.; 809-949-4555

Year founded: 1975.

Parent company: Transnational
Ltd.

Staff: 50 total staff, with the fol-
lowing number of professional des-
ignations: six CPAs, four CPCUs.

Clients: 20 total clients, 40% with
premiums $1 million to $3 million;
50% $3 million to $10 million; 10%
$10 million to $20 million.

Services provided: Frequent
captive feasibility studies, captive
formation, government reporting,
accounting, computerized account-
ing, computerized claims pro-
cessing claims reserves analysis,
loss forecasting, reinsurance bro-
kered for captives, reinsurance
brokered to captives, underwriting
and ratemaking for captives, un-
derwriting pools (United "R", 20
participants, $120 million premium
volume; membership requirement:
primary casualty captive), loss-con-
trol services, associations, occa-
sional manual claims processing,
actuarial studies.

Subsidiaries: Universal Risk

Management Inc., Transnational
Guernsey Ltd.

1981 gross revenues: Not re-
ported.

Principal officers: F.M. Reiss,
chairman; A.H. Deters, Bryan
Murphy, William Sennett, D.J.
Westmoreland.

Trenwick Inc.

21 Charles St., Westgort, Conn.
06880; 203-226-8116

Year founded: 1978.
Parent company: Trenwick

Ltd.

Staff: 14 total staff, of which
seven are professionals holding the
following number of professional
designations: one CPA, one CPCU,
two MBAs, two attorneys.

Services provided: Frequent
captive formation, government re-
porting, accounting, computerized
accounting, manual claims pro-
cessing, claims reserves analysis,
reinsurance brokered for captives,
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underwriting and ratemaking for
captives, occasional captive feasi-
bility studies, computerized claims
processing, actuarial studies, in-
vestment management, loss-control
services.

Compensation: Minimum an-
nual fee, commissions for reinsur-
ance brokered, time and expense,
all negotiable.

1981 gross revenues: Not re-
ported.

Principal officers: James F.
Billett Jr., chairman/president;
Angus Robinson Jr., Mark W.
Hinkley, Brian M. O'Hara, senior
vps.

Tremvick Ltd.

Box 462, Trenwick House, 9 Church
St. W., Hamilton 5, Bermuda;
809-295-3009

Year founded: 1978.

Staff: 14 total staff, of which
seven are professionals holding the

100 REASONS WHY

PCS IS THE #1

ADMINISTRATOR OF

PRESCRIPTION DRUG PLANS

the Insurance companies that
offer PCS as part of their group
insurance portfolio \-Ik
And here are some more

good reasons APH 1 1 .5/4 '

• the ease and convenience of pRI
.·'6

using the plastic PCS ID card le,-*, **
• our network of over 44000

member pharmacies
• our state of the an computer

system with built in cost
e.,-, ,

14

controls and utilization review 9,9

• the highest benefit visibility for
the lowest cost

Why not ask your insurance company about a PCS FOE EHOST

plan? Your satisfied employees will add to the reasons %1{kESSON

why PCS is number one - the nation's largest, most
service-oriented administrator of prescription drug programs.
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If we can be of

assistance call or write
Roben W Field CLU

V P Sales and Marketing
Pharmaceutical Card System Inc
2005 North Central Avenue
Phoenix, Arizona 85004

(602) 2564652

following number of professional
designations: one CPA, one CPCU,
two FCAS, two attorneys.

Services provided: Frequent
captive formation, government re-
porting, accounting, computerized
accounting, manual claims pro-
cessing, claims reserves analysis,
reinsurance brokered for captives,
underwriting and ratemaking for
captives, underwriting pools, occa-
sional loss-control services, invest-
ment management, loss forecasting,
actuarial studies, computerized
claims processing, captive feasibil-
ity studies.

Compensation: Minimum an-
nual fee, commissions for reinsur-
ance brokered, time and expense,
all negotiable.

1981 gross revenues: Not re-
ported.

Principal officers: James F.
Billett Jr., chairman/president;
Angus Robinson Jr., Mark W.
Hinkley, Brian M. O'Hara, senior
vps. .
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Colorado: Soft market, uncertainty about taxes
limit Rocky Mountain market growth

By RHONDA L. RUNDLE

DENVER-Colorado's future

as a captive haven hinges on two
big unknowns: the return of tight
insurance markets and the success

of efforts by Insurance Commis-
sioner J. Richard Barnes to distin-

guish the state from other domi-
ciles for tax purposes.

Not only has the highly competi-
tive insurance marketplace de-
pressed demand for new captives,
but Colorado takes its "need" re-

quirement seriously. If a parent
corporation or association cannot
prove lack of insurance availability
at reasonable cost, then its applica-
tion to license a captive is apt to be
denied.

The Colorado Medical Society,
which wants to start a captive to
write medical malpractice insur-
ance, is having a tough time justify-
ing its need to Mr. Barnes.

And it took Tyler Corp., a Dal-
las-based explosives manufacturer,
seven months to win its captive li-
cense (see related stories, pages 72).

Formation of Tyler Insurance
Corp. will bring the total number
of Colorado captives to 28-more
than Tennessee, Vermont, and Vir-
ginia combined.

Although the Rocky Mountain
state seems likely to remain the
home of the largest number of U.S.
captive insurers, the number of
captives licensed there could drop
this year. One of the current Colo-

Caribbean Risk

Specialists, Ltd.
Providing complete Management
Services for Offshore Insurance

Companies:

Corporate

Establishing your off-shore captive;
Providing your registered office;
Compliance with insurance laws and licensing re-
quirements;
Providing consultative services such as Attorneys,
Auditors and Actuaries;

Filing required annual returns to the Cayman
government.

Financial and Administrative Management

Maintaining bank accounts and records on behalf
of the captive;
Claims and premium handling;
Policy issuance;
Investment and Cash Management;
Statistical fact gathering;
Submission of annual Certificate of Compliance;

. Financial analysis and preparation of financial re-
ports;

Assisting in business development.

How to Incorporate

Let us discuss your plans and objectives and we will
provide you with a very simple approach toward ac-
complishing them.

Guinness Mahon Building, Second Floor
P.O. Box 1687, Grand Cayman, B.W.I.,

Telephone: (809) 949-5755, Telex: CP4288

rado captives is converting into a
commercial insurer, two may be
dissolving and another may be
moving to Tennessee.

On the other side of the balance

sheet, the Colorado Medical Society
is the only known prospect, and its
application already has been de-
nied once.

The last busy year for captive
formation in Colorado was 1978,
when five additions boosted the
total to 24.

Strict enforcement of Colorado's

captive statute is consistent with
Mr. Barnes' unswerving determi-
nation to preserve an "arm's
length" relationship between the
parent organization and its insur-
ance subsidiary.

He has said for years that this
separation justified treatment of
premiums paid to a Colorado cap-
tive as a tax-deductible expense.

But the Internal Revenue Ser-

vice isn't buying this argument.
Many parent corporations have
learned the hard way that premi-
ums paid to a captive are not tax-
deductible. And Colorado captives
are no exception.

So much for the IRS. Commis-

sioner Barnes now plans to take his
case directly to Congress. His office
is currently drafting a bill to permit
tax deductions for premiums paid
to captives that are regulated co-
equally with commercial insurers
(see story page 1).

Since Colorado is the only cap-
tive domicile anywhere that meets
this tough regulatory test, it would
win an enormous advantage over
other offshore and onshore havens

if the proposal were to pass. But the
commissioner admits he will be

lucky to get the bill introduced this
year because congressmen will be
busy campaigning for re-election.

"There would be dramatic

growth if we could get the IRS
question straightened out," Mr.
Barnes says. "Time and time again
we talk to companies that are in-
terested, but they say they want to
wait until the current economic sit-
uation irons out and the IRS de-
cides the tax issue."

Some people would say that the
IRS already has decided the tax
issue-only not the way the com-
missioner and the captive industry
want (see story, page 78). Philadel-
phia Gear Corp. shut down its Col-
orado captive 2Vz years ago after
the IRS challenged deductions for
premiums paid to its captive.

Now it appears that other cor-
porations may be planning to fol-
low suit.

Constance Insurance Co., a sub-
sidiary of Crawford Fitting Co.,
and Westminster Insurance Co., a
unit of Dartmouth Insurance Co.

Ltd., a Bermuda corporation owned
by National Medical Care Inc., are
in the process of dissolving, accord-
ing to a Colorado captive industry
source. The parent companies could
not be reached to confirm this re-

port.
Business Insurance reported last

year that Crawford Fitting Co. had
been audited and the IRS was chal-

lenging tax deductions paid to its
captive. A Crawford executive said
the company was mulling over its
next course of action (BI, April 6,
1981). Premiums paid by National
Medical Care to its Colorado cap-
tive were disallowed following an
IRS audit three years ago (BI. Sept.
17, 1979).

Stearns-Rogers Corp., an engi-
neering and construction company
near Denver, may be the first par-
ent to fight the IRS for deductions
on premiums paid to a domestic
captive.

The IRS is challenging Stearns-
Rogers' deductions for years 1974
through 1978 before its captive,

Colorado captive management fees

Company 1981 management fees received

FRANKS. HALL MANAGEMENT CO.

$413,686
(10 captives)

Arroyo Ins. Co./Royal Industries Inc.

Chesapeake Casualty Ins. Co./
Chesapeake Physicians, P.A.

Clifton Casualty Ins. Co./Emory University Clinic
0 Denver Ins. Co./American Medical Int'I. Inc.

; Financial Services Ins. Co./Allis-Chalmers Credit Corp.
6 Havican Ins. Co./Holy Cross Shared Services Inc.

Interstate Indemnity Co./CLC of America Inc.
Lombardy Ins. Co./Clougherty Packing Co. of Arizona
Regal Ins. Co./Chatham Super Markets Inc.
United Ins. Corp./Empire Gas Corp.

M&M INSURANCE MANAGEMENT SERVICES INC.

Columbine Casualty Co./Tenneco Corp.
Health Care Indemnity Inc./Humana Inc.

Ins. Co. of Colorado Inc./Darling-Delaware Co.
Lone Star Indemnity Co./

Michigan General Corp.
M.S.J. Ins. Co./

Sisters of Charity of Cincinnati, Ohio
Mountainview Ins. Co./

W.R. Grace & Co.

and Hanna Mining Co.

RISK & BENEFIT MANAGEMENT SYSTEMS

Arms Ins. Co. Inc./Amfac Inc.

Constance Ins. Co./Crawford Fitting Co.
GarDen Ins. Co./Elixir Industries

Neumann Ins. Co./Bachman Holding Co.
Wescap Ins. Co./WESCAP Co.
Westminster Ins. Co./

Dartmouth Ins. Co., Ltd.,
a Bermuda Corp. wholly owned by
National Medical Care Inc.

ANISTICS INC.

Coachman Ins. Co./IU North America Inc.

Greenway Ins. Co./Ufemark Corp.
Holbom Reinsurance Co./Whittaker Corp.
Sunset Ins. Co./Southern Pacific Co.

JOHNSON & HIGGINS SERVICES INC.

Colinco Inc./The Boeing Co.

*Uncertain if continuing business

Source: 1981 annual statements

filed with the Colorado insurance department.

Glendale Insurance Co., converted
to a commercial insurer. Stearns-

Rogers filed suit in U.S. District
Court in Denver last November to

keep the deductions.
Another corporation given an

adverse audit ruling will pay the
tax under protest and take the IRS
to court to get the money back, says
Mr. Barnes. And an aspiring but
cautious captive parent is seeking
an IRS ruling before starting its
subsidiary.

In the past year, there has been
very little change in the way par-
ents use their insurance subsi-

$27,000

84,353

55,000

83,333

36,000

48,000

24,000

22,000

10,000

24,000

$277,903
(6 captives)

$12,743

130,524

33,497

32,388

56,593

12,158

$181,237
(6 captives)

$22,112

0*

19,986

71,132

68,000

$116,568

(4 captives)

$39,484

25,000

30,417

21,667

$19,500

(1 captive)

$7*

$19,500

diaries, say captive managers. Be-
cause commercial markets are so

competitive, many corporations
prefer to buy outside rather than
use their captives.

After a two-year decline in pre-
mium taxes collected from captive
insurance companies, however, the
Colorado Insurance Department
reported an increase to $426,815 last
year, compared with $363,387 in
1980 and $415,011 in 1979.

The taxes indicate that captives
are underwriting more direct busi-
ness or charging higher rates for
coverage provided to their parents.



"Sunset Insurance Co. owned by
Southern Pacific Co., is the only
captive we manage to expand use
of its captive last year," said Arnold
L. Goldstein, assistant vp of Anis-
ties Inc. in Denver. "We might see
another one go multiline in the fu-
ture, but we don't know of any
planning to move."

As an underwriter of property
insurance, Sunset is in the minority
among Colorado captives.

The majority underwrite casu-
alty lines: About 10 underwrite
workers compensation; eight un-
derwrite automobile liability; nine
underwrite other non-specified lia-
bility lines (largely errors and
omissions and directors and officers

liability); six underwrite automo-
bile physical damage; and four un-
derwrite commercial multiperil
risks.

Despite Tennessee's reputation
as the mecca for medical malprac-
tice captive insurance companies,
eight Colorado captives also under-
write the coverage. But based on
1981 reported assets, both Hospital
Underwriting Group Inc. and Par-
thenon Insurance Co. in Tennessee

are bigger than Colorado's largest
captive, Health Care Indemnity Co.
Inc.

Health Care Indemnity, owned
by Humana Inc., has filed its letter
of intent to gradually convert into a
commercial insurer, reports Erroll
Hossack, manager of M&M Insur-
ance Management Services Inc.,
which manages the hospital profes-
sional liability insurance company.

"The owners feel the captive has
grown and can provide coverage to
other facilities, utilizing some of
their loss-prevention expertise,"
Mr. Hossack said.

The Colorado Insurance Depart-
ment is examining the captive's
books as part of the approval pro-
cess.

Mr. Hossack declined to discuss

reports originating in Tennessee
that Allis-Chalmers Credit Corp.
will dissolve its Colorado captive
into its Tennessee captive. M&M
Management Services Inc. assumed
management April 1 of Financial
Services Insurance Co., the Allis-

Chalmers' Colorado captive. It was
formerly managed by Frank B.
Hall Management Co.

Annual statements filed with the

state Insurance Department show
that Frank B. Hall Management
Co. remains the largest Colorado
captive manager, receiving fees to-
taling $413,686 from 10 captives last
year.

M&M Insurance Management
Services Inc. ranks second with

$277,903 collected from six cap-
tives; Risk & Benefit Management
Systems is third with $181,237 from
six captives; Anistics Inc. is fourth
with $116,568 from four captives;
and Colorado newcomer Johnson

& Higgins Services Inc. was paid
$19,500 to manage Boeing's captive
started last June (see chart).

Captive managers say their fees
are based on the number of under-

writing lines assumed by the cap-
tive and claims activity. Managers
are paid more if the claims are ad-
ministered in-house rather than by
a subcontractor. The size and na-

ture of the investment portfolio,
frequency of reporting to the par-
ent, claims volume, legal, auditing
and other specialized services can
also swell the management fee.

Last year, Westminster Insur-
ance Co. paid only $7 and Con-
stance Insurance Co. paid nothing
to captive manager Risk & Benefit
Management Systems, according to
their respective annual statements.
This would not be surprising if the
two companies intend to shut down
as reported by a Colorado captive
insurance company source. Neither
of the parent companies nor RBMS
responded to telephone inquiries
for confirmation.

To fill the gap created by the lack
of new captive business, at least one

Colorado management firm is
turning its attention to administra-
tion of self-insurance pools. Under
a new Colorado statute, govern-
mental bodies may form self-insur-
ance pools if they are licensed by
the Insurance Department, file an-
nual statements and pass annual
examinations.

Frank B. Hall Management Co.
will administer the first pool
formed under the new statute for

22 Colorado school districts. The

pool will underwrite property and
inland marine insurance, general
liability, auto liability, auto physi-
cal damage and earthquake cover-
age.

"The commissioner wanted to

bring regulation to this area and.
administration of these pools is
very similar to management of
captive insurance companies,"
noted James A. Jaeger, president
and-chief executive officer of

Frank B. Hall Management Co. .
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A leading insurance executive discusses
safetyandthecompany plane.

John V Blennan, Plesident of U. S. Aviation Urile,writers,
Americak largest insurr of co*ome ailrraft

iisiness aircraft have never been built

better- and safer- than they are to-
day. However, due to the complexity
and high performance of these
planes, pilot training is something

every company must think about.
"Nine out of every ten aircraft accidents

have pilot-related causes. We strongly urge
our policyholders to set up regular refresher
training programs using simulators that repre-
sent their exact make of aircraft.

Pilot training is critical
"I insist that the pilots who fly our own com-
pany jet take simulator training twice each
year- the same as airline pilots. We do our
training with FlightSafety International.

"Our experience shows that simulators
are the safest possible training environment.
They enable pilots to practice and perfect all

normal and emergency procedures under
controlled conditions. The alternative of

training in the aircraft is hazardous and
incomplete- in addition, it wastes fuel.

Simulators: the safety factor
"7ipically, the cost of refresher training for
two pilots is less than the cost of one back-up
flight instrument. That should be a worth-
while investment for any company."

FlightSafety International® offers simillator training programs fi,r al-
most every type of jet and turk,prop business aircraft. Rir more
infnrmaticin send this coupon (ir call Jim Waugh, V.P Marketing at
(212) 565-4120 collect.

Title

Gimpany

Addre

C.ill' St'at,//

7* Phone

Aircraft -Br,·
Mail to: FlightSafety Intemational, Marine Air Terminal, Dept.U-4,
LaGuardia Airport, Flushing, N.Y. 11371

FlightSafety
international
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Explosives firm to open first U.S. captive in '82
By RHONDA L. RUNDLE

DENVER-The first and, so far, only do-
mestic captive to open its doors in 1982 will
be licensed in Colorado this month to un-

derwrite the risks of Tyler Corp., a Dallas-
based maufacturer and transporter of com-
mercial and industrial explosives.

Tyler Corp. filed its letter of intent to
form the captive in September but was un-
able to justify its need until recently.

The state Insurance Department is now
satisfied that the commercial market

charges excessive premiums to insure
Tyler's long-haul trucking and explosives
manufacturing risks, said Daniel Colainnia,
deputy commissioner.

Due to the nature of Tyler's operations,
underwriters have historically charged ex-
eessive premiums for casualty coverage in
relation to actual loss experience, the com-
pany complains.

Atlas Powder Co., a subsidiary that mau-
factures industrial explosives, was faced

with the possibility of going out of business
in 1979 when several of its dependent ex-
plosives distributors were unable to obtain
automobile liability insurance with accept-
able limits, according to Tyler.

To protect its distribution network, Atlas
was forced to sponsor an association captive
to reinsure automobile liability and other
coverages for Atlas and its distributors, ac-
cording to Tyler's official letter of intent.

The new pure captive, wholly owned by
Tyler and dubbed Tyler Insurance Group
Inc., will reinsure the first $100,000 per oc-
currence of workers compensation coverage
underwritten by Texas Employers Insur-
ance Assn. for the parent company and its
subsidiaries.

Texas Employers Insurance Assn. will
provide claims adjustment services for all
workers compensation claims through its
own staff of independent contractors.

Paid losses will be deducted along with
primary insurer expenses from reinsurance
premiums ceded to the captive on a

monthly basis.
Generally, automobile and product liabil-

ity coverages also will be insured directly or
reinsured through the captive.

Employers Casualty Co. or another in-
surer may front for the captive or the cap-
tive may be used to reinsure a quota share
of the excess coverage above a substantial
deductible, according to Tyler's proposal.

The recent acquisitions of Reliance Uni-
versal Inc, and Hal-Mark Electronics Corp.
have intensified the search for reasonably
priced product liability coverages, Tyler
explains in its letter.

Other operating subsidiaries that will. use
the captive include Tyler Pipe Industries
Inc., C&H Transportation Co. Inc. and
Thurston Motor Lines Inc.

In the past, each of Tyler's subsidiaries
has purchased casualty insurance separ-
ately. Workers compensation coverage will
be centralized once the captive begins oper-
ations to maximize cost effectiveness, loss
control and claims programs.

Tyler intends to meet Colorado's capitali-
zation requirements with $200,000 in cash
and a $1 million irrevocable letter of credit
to be issued by Citibank in Dallas.

Tyler Corp. expects annual net premiums
paid to the captive to exceed $2 million.

Risk & Benefit Management Systems Inc.
has been selected to manage the captive.
Thomas G. Littell, who heads the captive
manager's Colorado office, also will serve as
vp of Tyler Insurance.

Management and loss-prevention fees,
auditing, legal and other miscellaneous
charges are projected to run $40,000 to
$50,000 annually. -

Attorneys for the captive will be Gardere
& Wynne in Dallas. Local legal representa-
tion will be furnished by Holland & Hart in
Denver. Arthur Andersen & Co. in Denver

and Dallas have been selected as auditors of

the prospective company. Banking has been
arranged with Colorado National Bank.

Tyler Corp. officials ·could not be reached
for direct comment about the captive.

Coal partnership places captive in Colorado
By RHONDA L. RUNDLE

DENVER-Two new captive in-
surance companies formed in Colo-
radolastyear--one pure and one
group-owned-put the official tally

at 27 for the Rocky Mountain state,
the home of the largest number of
domestic captives.

The newest captive in the Colo-
rado stable is Mountainview Insur-

ance Co., licensed Nov. 9 and

jointly owned by Gracoal Inc., a
unit of W.R. Grace & Co. of New

York, and Western Hanna Inc., a
subsidiary of Hanna Mining Co of
Cleveland. Moutainview insures

the risks of Colowyo Coal Co., a

INTEROCEAN AGENCY, INC.
REINSURANCE

UNDERWRITING AND LOSS ADJUSTING

INTERMEDIARY

FOR

LLOYDS OF LONDON

FOR OVER 30 YEARS

Specializing in All Forms of Life and Accident and Health Reinsurance

Facultative Treaty

-Stop Loss for Self-Funded Employee Benefit Plans

-Special Risks

-Aviation Accident

-Admitted Liability

-Group Travel

-Life

JOHN W. PARKER, JR.

SAMUEL W. DOUGLASS, 111 DEBORAH PERNA

WILLIAM R. GUCKES, JR.

2700-TWO INA PLAZA, 1622 ARCH ST., PHILADELPHIA, PA 19103

215-568-4072;

Offices in New York, Dallas, Coral Gables, London, Paris, Milan and
other principal cities worldwide.

coal mining partnership owned by
the two subsidiaries.

The other new captive, Colinco
Inc., was formed by The Boeing Co.
of Seattle in June to reinsure errors

and omissions coverage for archi-
tects, engineers and data processors
(BI, June 8, 1981).

Colorado was a natural choice to
domicile Mountainview "because

that's where the coal mining opera-
tion is," said Duane C. Allen, a
director of the captive and assistant
treasurer of Hanna Mining Co.

He said the partnership favored a
captive over its former insurance
program because the risks justified
better rates than those offered in

the commercial market.

"We thought we could make an
underwriting profit and get value
from our reserves for investment

purposes," Mr. Allen explained.
Mountainview underwrites

workers compensation insurance
and retains the first $250,000 of the
property exposure for fire, boiler
and machinery and differences-in-
conditions coverage.

The captive's 1981 annual state-
ment filed with the Colorado Insur-

ance Department shows that rein-
surance is provided by General
Reinsurance Corp., Lexington In-
surance Co. and Hartford Steam

Boiler Inspection & Insurance Co.
Mountainview collected $955,853

in net premium and incurred
$44,000 in losses during its first two
months of operation.

Mountainview's two owners

form a group, according to the Col-
orado Insurance Department,
which required the new captive to
meet higher capitalization require-
ments than a pure, single-owner
captive. Mountainview was capital-
ized with $1 million.

"There are some additional limi-

tations that follow from our status

as a group-owned captive," Mr.
Allen said. Mountainview can only
insure risks of the 7-year-old part-
nership company, Colowyo Coal
Co. But Grace and Hanna have two

other jointly owned companies in
Colorado. -

"We'll have to do something else
to add insureds-like maybe add to
the group," he said. This could in-
clude other partnerships of other
Grace and Hanna subsidiaries. .

Colorado doctors seek captive
DENVER-Colorado doctors are trying to convince Insurance

Commissioner J. Richard Barnes that they need a captive insurance
company to underwrite their medical malpractice coverage.

They are not succeeding, though.
Mr. Barnes has not approved an application submitted by the Col-

orado Medical Society because he believes it does not fulfill the need
requirement contained in Colorado's captive law.

The medical society, however, hopes that additional information
recently submitted will change his mind. The decision will dictate
the future of professional liability insurance in Colorado for the next
two to five years, the state's physicians believe.

"Accessibility to medical malpractice insurance is fundamental to
continued delivery of quality medical care in Colorado at reasonable
cost," says Charles D. Marcus, executive director of program admin-
istration for the Colorado Medical Society.

It is important that availability of such insurance be guaranteed,
Mr. Marcus says. The commercial insurance marketplace cannot
give this guarantee.

"We think we are looking at a potential new crisis that is likely to
become an issue in the 19805," he explains.

Mr. Barnes believes that medical malpractice insurance is avail-
able at reasonable cost. Future need is not present need, he says.

Mr. Marcus counters that the need is current because uncertainty
about the future affects doctor attitudes in the present.

Eighty-four percent of Colorado's 5,000 physicians and surgeons
obtain professional liability insurance through one of two Colorado
Medical Society-sponsored programs.

The professional liability trust pays losses up to $50,000 and is
reinsured by Hartford Insurance Group. Participants pay premiums
to fund the trust and to buy excess insurance.

The Hartford also underwrites a conventional medical malprac-
tice policy sponsored by the medical society.

Hartford's master contract with the medical society expires June
30. Discussions are in progress concerning the insurer's requested
premium increases, Mr. Marcus says.

1



Tennessee
State now touting
new captive laws
By RHONDA L. RUNDLE

NASHVILLE, Tenn.-Vermont
is cheaper, but Tennessee is better,
say captive insurance company
managers here who clearly view
the Green Mountain state as their
chief competitor for new U.S. cap-
tive business.

Even the Tennessee Insurance
Department concedes that recent
amendments to the state's 4-year-
old captive law were needed to
keep pace with Vermont's more
liberal statute enacted last year.

"We're already more competitive
than Colorado-Vermont is the one
we want to watch," notes James E.
Farmer, stare supervisor of captive
companies.

He does not mention Virginia,
the forgotten captive haven. Not a
single company has set up shop
there under enabling legislation
adopted in 1980.

"It's been a long time since we've
even had a nibble," quips a spoke-
sperson in the Virginia Insurance
Department.

Tennessee, however, currently
boasts five captives and is promis-
ing more, compared with one in
Vermont and 27 in Colorado not
counting one in formation, one
converting into a commercial in-
surer and two that may be dissolv-
ing (see related stories).

In contrast to Colorado where
captive managers are decidedly
downbeat, Tennessee managers are
optimistic about prospects for new
business.

Rumors abound of captives in
formation, Colorado captives con-
sidering a new home and captives
moving to Tennessee from off-
shore, especially Bermuda.

Among Tennessee's advantages
is its location, say its proponents. It
is a short trip from New York, Chi-
cago and Atlanta, and Nashville is
prospering from the Southeast
Sunbelt boom.

Though no one will say which
companies are eyeing Tennessee,
spirits are running high in.the
wake of Tennessee's liberalized
captive law.

Earlier this month, Tennessee
Gov. Lamar Alexander signed two
bills into immediate effect that are
expected to enhance the state's ap-
peal as a captive domicile (BI,
March 29).

A parent corporation no longer
needs proof that adequate U.S.
markets do not exist to form an in-
surance subsidiary. Pure captives-
those owned by a single company-
may now offer all commercial
property/casualty lines on a direct
basis.

Reporting requirements for pure
captives also will be simpler once a
new form is approved by Tennes-
see Insurance Commissioner John
C. Neff to replace complex annual
statements required in the past.

These changes bring Tennessee
law substantially into line with
Vermont.

The major remaining differences
between the two domiciles are the
prohibition against property insur-
ance underwriting by association
captives in Tennessee and the
state's capitalization requirements.

To start an association captive in
Tennessee requires $1 million in
combined capital and surplus.
Companies need $750,000 for a pure
captive. Vermont requires only
$250,000 for a pure captive,
$500,000 for an industrial captive

and $750,000 for a group captive.
Tennessee requires $500,000 in

minimum premium volume for
pure captives and $1 million for as-
sociation captives. Vermont has no
minimum premium volume restric-
tions (BI, June 6, 1981).

The ability of pure captives to
underwrite all commercial prop-
erty/casualty lines directly was of
major importance to existing Ten-

Continued on page 76
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WE MAKE IT HAPPEN !!

INTEX

INTEX CAN TAKE THE MYSTERY OUT OF CAPT/VES FOR YOU.
Our experience and expertise in

• Captive Feasibility Studies • Captive Implementation • Captive Management

Will save you time and money.

Through our intimate knowledge of and access to the international insurance marketplace, we can evaluate the best
alternatives and programs - quickly and efficiently. No long, drawn-out study resulting in hypothetical solutions - if a
captive isn't for you, we'll let you know why, quickly. If it is, we can put all the pieces together for you.

Intex is known for the satisfied clients we serve.
Intex does not sell or broker insurance.

For complete information on how we can make It happen for you, write or call:
Mr. Klaus J. Gebhardt, President
INTEX MANAGEMENT CO., LTD.

2817 REGAL RD. PLANO, TEXAS 75075 TEL. (214) 867-2200 TELEX: 732725

ZURICHVISION:
How to

make the
co plexsimple,

theunwieldy
manageable,

theunlikely likely.

Ultramodern technology, foreign networks, uncertain approach in bringing together our team of professionals with
economics-these days, special risks can present a the producer and the client for direct communication and
complicatedchallenge. When you look tora special risk carrier, streamlined service.

you need one that can rise to the challenge-one that can take Zurichvision means keeping our sights set on every detail,
the most intricate problem and reduce it to its purest, simplest from immediate claim response to specialized loss control
solution.

facilities, computer claims analysis, staying involved after the
At Zurich-American, we think that takes creativity, foresight account is written, and more.

and imagination-a special blend of qualities we call Our long history of large lines underwriting, ourfar-reaching
Zurichvision.

international network, our full-service capabilities-together,
It starts with our approach to special risk coverage. which we they give Zurich-American unique capabilities for special risk

custom4ailor from our full product line-primary and excess underwriting.

coverage involving workers' compensation, general liability, So the next time you've got the challenge of a large, complex
commercial auto, property, other property-casualty coverages, special risk, give Zurich-American a call. Start looking at your
even boiler and machinery.

special risk business with Zurichvision.

ingeunrvnioacasuontmarnge- = £Ilflli Zurich-American Insurance Companies
ment. We utilize the account

Zurich Insurance Company
Schaumburg, Illinois 60196

team concept, a progressive
ZURICH-AMERICAN INSURANCE COMPANIES
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100 Broadway 3951 Snapfinier Parkway
New York, New York 10005 Decatur, Georgia 30035

Tel: (212) 732-7868 Tel: (404) 289-5636
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New York exchange hopes
to see more captive activity

By JAMES C. LAWSON

NEW YORK-Do captives and
the New York Insurance Exchange
share a common destiny?

Maybe, industry sources say. But
how they can make use of each
other is still undetermined.

"We ve had inquiries (from cap-
tives and their corporate parents),
but it.'s hard to tell the basis of it:"
notes NYIE President and Chief
Executive Officer Donald E. Reu-

tersnan. "Captives could be a sig-
nifi2ant capital source in the fu-
tur€.

"I would hope they would have :
·larser percentage of participation
because it (the exchange) would
also be a viable marketplace for
the:n," he adds.

Captive insurers may want to
panicipate in exchange syndicates
to actively begin third-party risk
underwriting, he says.

"The exchange would be an ex-
tension of the market for them,
especially if they want tc get away
from the charge that they aren't le-
gitimate insurance companies be-
cause they don't have genuine risk

WHEN
Ylll THIHKOF

E][CESS MARINE
LIABILITIES

THINK Of
COHTINEITAL

UNBERWRITERS
Continental Underwriters. Ltd., known specialists in the
marine insurance field, now offer excess marine liabilities for
qualified assureds through agents and brokers nationwide.
Call or write for a copy of our brochure-Continental Under-
writers, Ltd., "Who We Are, What We Can Do For You."

bearing," Mr. Reutershan says
"If they became directly in-

volved, they would be in the risk-
bearing business."

Or, he suggests, captives may
want to purchase reinsurance from
exchange syndicates and partici-
pate as buyers, not sellers.

"We've provided a place for the
players to play," adds Peter Bick-
ford, the exchange's general coun-
sel and secretary. "We certainly are
encouraging captives to either in-
vest in syndicates or use it for their
reinsurance markets.

"Captives may not now be a big
or major source of capital for the
exchange, but it will be a growing
source. The exchange will be a
place for captives to put their capi-
tal to work," Mr. Bickford adds.

Donald Kramer, president of
KCC Syndicate Management Inc.
and one of the exchange's founders,

also supports captive involvement.
"We'd like to form a syndicate of
captives," he says.

Currently, three captive insurers
-Exxon Corp.'s Exxon Holding
Co., Greyhound Corp.'s Pine Top
Insurance Co. and National Distill-

ers & Chemical Corp.'s Elkhorn In-
surance Co., maintain relationships
with syndicates now operating on
the exchange.

In 1980, the Exxon captive
formed the Anex Syndicate Inc.,
managed by AIG Syndicate Man-
agers, part of the American Inter-
national Group.

Premium volume after six

months of operation amounted to
more than $1 million, says Vincent
Motto, Exxon's assistant treasurer,
adding that he expects business to
become even better.

"The exchange is a way to partic-
ipate in some non-related busi-
ness," Mr. Motto explains. "We felt

N.Y. captive bill dormant
By JOHN W. MILLIGAN

NEW YORK-Legislation that would allow companies to form
captive insurers in New York state is not completely dead, but it
appears to be sleeping soundly.

A captive regulation bill was prepared for "study purposes" in
1980 by state Sen. John R. Dunne, a Long Island Republican. The
legislation would have allowed companies add associations to form
captives when coverage was "either unavailable or unaffordable in
the normal insurance market"

The idea never got off the ground, however, and received a cold
shoulder from many in the state's insurance and risk management
industry.

"There was really no interest," reflects Bob Mackin, an aide to
Sen. Dunne, who added that the senator's staff had numerous con-
versations with insurance underwriters, brokers and risk managers
on the proposed measure.

"It was never really shot down," Mr. Mackin says. "It just didn't
get the push or boost that legislation needs."

However, Sen. Dunne is still interested in the "general idea" of
captives, Mr. Mackin explains, and is waiting for a more favorable
climate before taking another crack at introducing legislation.

The proposed legislation would have:
• Prohibited captives from insuring various personal and small

commercial lines or reinsuring private passenger auto or homeown-
ers multiper,il risks.

• Forced parent companies to demonstrate to the New York In-
surance Department that insurance was unavailable, available at ex-
cessive rates or with unreasonable deductibles. The parent company
or association also would have been required to have gross annual
premiums of at least $500,000.

• Set capital and surplus requirements for company-owned cap-
tives at $700,000 and $600,000, respectively. Requirements for asso-
ciation-owned captives would have been $400,000 and $350,000. A
letter of credit would have satisfied the minimum surplus require-
ment.

REINSURANCE
PROPERTY
Excess of Loss & Pro Rata

Treaty and Facultative

CASUALTY
Excess of Loss

Treaty and Facultative

Dominion Insurance Company ofAmerica
1 1

A strength in the United States market
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the potential for growth was great.
Growth should be even greater
than it is now, but I don't think the
exchange will be a big marketplace
for captives.

"Many companies don't have in-
terest in owning domestic insurers.
And of those that would consider it,

many don't want to go through all
of the trouble. They would have to
set up a separate company and it
would have to be separately capi-
talized."

Despite the official optimism, in-
dustry experts who work closely
with captives don't see the ex-
change becoming a sales opportu-
nity for captives or a strong source
of reinsurance.

Vermont
alters law

for pools
By JERRY GEISEL

MONTPELIER, Vt.-Vermont
wants to build a U.S. home for risk

retention groups.
Gov. Richard Snelling earlier

this month signed legislation, H.B.
589, that allows product liability
pools established under the federal
Risk Retention Act to automati-

cally receive favorable treatment
under Vermont's 1981 captive law.

"We want to send a clear signal
that risk retention groups are wel-
come in Vermont," said George
Chaffee, commissioner of the Ver- -
mont Department of Banking and
Insurance. "We want to establish a

clear guide for the groups."
Under the law, a risk retention

group that wants to make Vermont
its home will only have to meet the
liberal requirements for industrial
insureds rather than the tougher
rules for association captives.

As an industrial insured, a risk
retention group would only have to
put up $500,000 in capital and sur-
plus to be chartered in Vermont.
The capital and surplus require-
ment for association captives is
$750,000.

In addition, an industrial insured
is allowed to invest its assets more

freely than an association captive
and is governed by less restrictive
financial reporting requirements.

State insurance and banking of-
ficials, however, don't know how
many risk retention groups will be
lured to Vermont by reducing cap-
tive qualification requirements.

Currently, trade groups have
been more interested in setting up
risk retention groups offshore, ex-
perts say. For example, the Na-
tional Assn. of Wholesaler-Distrib-

utors is setting up a risk retention
group in Bermuda (BI, Jan. 25).

But the option of chartering a
risk retention group offshore will
come to an end in a few years.
After Jan. 1, 1985, risk retention
groups no longer can be chartered
in Bermuda and the Cayman Is-
lands, the two offshore domiciles
where groups can now be estab-
lished under the federal law.

Congress, when it passed the
Risk Retention Act last year, in-
cluded that offshore restriction to

encourage states, like Vermont, to
liberalize their insurance laws dur-

ing the next three years to make it
easier to set up risk retention
groups in the United States.

So far, though, only Vermont has
moved to open its doors to risk re-
tention groups.

Under the federal law, a risk re-

tention group that receives an in-
surance charter in one state can

serve members in other 50 states

without being licensed or using a
fronting insurer.

Risk retention groups only can
underwrite product liability and
completed operations insurance for
the member-owners. The groups
may not write insurance for outside
risks.

'I envision a very limited partici-
pation by captives," contends
George E. Corde, a senior,vp with
Frank B. Hall & Co. Inc. in Briar-

cliff Manor, N.Y.
"The exchange has to prove i E-

self," he says. "Given the opportu-
nity other companies have, I think
it will do fine. The exchange will
be self-sustaining.

"But captives have limited capi-
tal and surplus to invest in the
market," Mr. Corde explains. "I
don't think putting money into the
insurance industry is the best use of
resources."

Another deterrent, one industry
official suggests, is that reinsur-
ance, the exchange's primary line

of business, currently is in oversup-
Ply.

Captives can buy reinsurance
cheaply from intdrnational mar-
kets and are not tapping the ex-
change or are very interested in
adding capacity to a market glut by
selling reinsurance through the ex-
change.

"So far, there hasn't been much
activity at the New York Insurance
Exchange," expla'ins Gerard F.
Curtis, a senior vp iwith Alexander
& Alexander Inc. in New York.

"But it's something that could come
when the insurance marketplace
changes. The exchange currently is
selling a product that's in oversup-
ply."

1
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Tennessee touts new rules
Continued from page 73
nessee captives as well as potential
new ones that wanted to get around
fronting arrangements, says Mr.
Farmer.

Before the amendment, they
could underwrite only comprehen-
sive general liability. professiona
liability and errors and omissions
insurance.

"The Tennessee Insurance De-

partment is striking a nice balance
-neither overregulating ncr un-
derregulating," remarks Robert
Reeves, president of Parthenon In-
surance Co., a Tennessee captive
subsidiary of Hospital Corp. of
America that used to be.n Colo-
rado.

"They are not just good regula -
tors, but good businessmen."

Mr. Reeves says he has had sev-
eral calls from people who are in-
terested in relocating their existing
captives to Tennessee. Cne such
call came from a company with a
captive in Bermuda, another with a
captive in Colorado.

"It puzzles me why more non-
U.S. captives have not relocated
back here," he says.

Deputy Commissioner Farmer
met recently with a group of five
risk managers whose ccmpanies
are headquartered in the Memchis
area and are considering the poss -
bility of moving captives into the
state.

"One is definite-the others will

wait and see," he reports. Mr.
Farrner declines to identify the or-
ganizations except to say that fol-r
are pure captives and one is an a:-
sociation captive involved in truck-
ing and tire suppplies.

Allis-Chalmers Credit Con:,,
which owns insurance subsidiaries

<
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in both Colorado and Tennessee, is
planning to fold its Colorado cap-
tive into its Tennessee captive,

notes Mr Farmer. "They have
found the cost of running two cap-
tives prohibitive," he explains.

Corroon & Black, manager of the
A-C Tennessee captive, declined
comment. Executives at Allis-

Chalmers did not return :elephone
calls.

M&M Insurance Management
Services Inc. in Denver, which as-

sumed management of the Allis-
Chalmers Colorado captive from
Frank B. Hall Management Co.
starting April 1, said it was "prema-
ture" to report the change.

However, "we have a very large
association captive on the drawing
board we hope to see licensed be-
fore June 30," reports John J.
Middleton, vp of M&M Insurance
Management Services in Nashville.

Mr. Middleton said the original
plan called for writing reinsurance,
but that in view of the new amend-

ments some underwritings may be
direct.

He declined to specify the line or
lines of business to be underwritten

by the captive except to say that
medical malpractice insurance is
not a possibility.

Tennessee is often linked with

hospital professional liability cov-
erage because three out of five cap-
tives domiciled there provide it.

Insurance Commissioner Neff

gets high marks from Mr. Middle-
ton and other captive managers for
his affirmative actions to make the
state attractive to new business.

Tennessee, though, is not im-
mune from scrutiny by the Internal
Revenue Service, he admits.

He knows of at least one captive
in the state that has been audited,
but he will not discuss the outcome.

"It hasn't gone to tax court and
won't," he says.

Although captive experts agree
that captives should not be formed
as a tax-avoidance vehicle, some
parent companies deduct premiums
paid to their insurance subsidiary
as they would premiums paid to an
unrelated commercial insurer.

This practice is not passing mus-
ter with the IRS, which argues
there is no risk transfer (see related
story on page 77).

American Risk Management in
Nashville has two new business

prospects brewing. One is a new as-
sociation captive involving more
than 10,000 participants. The other
involves a possible move from an-
other domicile, reports John
Matthews, account executive.

American Risk Management's
association client would like to use

its captive to underwrite property
insurance, he adds. But current law

does not permit association captives
to do this. Mr. Matthews feels sure

this will be changed, but he cannot
predict when. .

Brokers underwrite insurance, too
Agents and brokers also are par-

ticipating in the captive insurer
marketplace both or- and offshore.

At least three of the rop 20 bro-
kers own and operate insurance
company subsidairies and as many
as 50 independen: agencies are
using captives tc reinsure favorite
risks.

Frank B. Hall & Co. Inc. owns

Union Indemnity Insurance Co. of
New York, "just a small. traditional
insurer," according to Hall Execu-
tive Vp John McCa'frey. "It under-
writes a full line of property and

' casualty insurance, including some
retroact-ve coverage."

Poe & Associates of Tampa, Fla.
also owns small domestic insurers,
the Whiting Insurance Group,
which specializes in professional
and lawyers liability.

Offshore, Alexander & Alex-
ander Services Inc. owns Hemi-

sphere Marine & General Ass-
surance Co. of Bermuda that it pur-
chased Yrom a client in 1975.

Formerly the vehicle for a joint
underwriting venture with Alex-

ander Howden, A&A currently
offers the company as a rent-a-cap-
tive reinsurer to clients, according
to Peter Densen, president of
A&A's Anistics division.

Several organizations, including
reinsurance intermediary Andrew
Edwards Co. and Marketing Man-
agement Inc., also are offering the
captive alternative to independent
agents who want to share profitable
risks with their insurers.

MMI, owned by the Reliance In-
surance Group, reports that 40 to 50
agency captives are now in opera-
tion, of which seven are managed
by Reliance. MMI operates captive
facilities in both Bermuda and

Cayman Islands.
"Right now there's no ground-

swell demand for agency captives,"
notes MMI President Ken Wil-
liams. "But there will be."

Agents are asking for a share in
insurers' investment income and

one alternative is an agency cap-
tive. When more agents realize
this, the movement will grow by
leaps and bounds, he says. m

Imirove control of benefits insured for employees of your company's
foreign subsidiaries with the possibility of substantial cost reduc-
tions. For further details send this coupon to the Insurope Secre-
tariat, Bd B schoffsheim 45, 87,1000 Brussels, Belgium.
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Mobil Oil's challenge
to IRS captive rule
asks crucial question

By BILL DENSMORE

A 4-year-old Mobil Oil Corp.
challenge of Internal Revenue Ser-
vice rules barring tax deductions
for premiums paid to captive insur-
ance companies finally may go to
trial in September.

When it does, the court proceed-
ings will be watched closely by
other companies seeking tax de-
ductions for premiums paid to in-
surance subsidiaries.

The Mobil case, which is one of
several pending in courts around
the country, is a key one for two
reasons:

• First, the court will have to
address the question of whether a
captive is a bona fide insurance
company for tax purposes.

• Second, this will be the first
time the Court of Claims has ruled

on the tax status of a captive.
Although a federal appeals court

did rule in favor of the IRS last

year in a captive tax case involving
Carnation Co., the case never ans-
wered the question of whether a
captive is a bona fide insurance
company.

Instead, the Tax Court, and the
9th Circuit U.S. Court of Appeals in
San Francisco which upheld it, fo-
cused on the arrangement Carna-
tion had with its fronting insurer.
American Home Assurance Co.
reinsured 90% of Carnation's risks

with Three Flowers Assurance Co.,
Carnation's insurance subsidiary.

In another agreement with
American Home, Carnation prom-
ised it would make an additional

capital contribution of $3 million to
Three Flowers at the request of
American Home.

The Court of Appeals decided
this capital agreement canceled out
the insurance transaction, leaving
nothing but a self-insurance pro-
gram that is not tax-deductible.
The ruling made it unnecessary for
the court to go further and rule on
Three Flowers status as an insur-

ance company.

But in the Mobil case, there was
no such capital agreement. The
case will center on the court's in-

terpretation of the nature of a cap-
tive: Is it a bona fide insurance

company?
Carnation's capital agreement

created an arrangement in which
the captive was not "an institution
operating at risk as an insurance

company, and Mobil's clearly was,"
notes Paul H. Dawes, an attorney
with the San Francisco law firm

of Thelen, Marrin, Johnson &

ODECO settles

tax dispute
The Internal Revenue Service

will settle captive tax cases.
Last March, Ocean Drilling &

Exploration Co. of New Orleans

and the IRS settled a dispute over
the 1969 tax year that had been
pending in the U.S. Court of Claims
for nearly three years.

The IRS had disallowed $302,721

in deductions for premiums
ODECO paid to its Bermuda-based
captive, Mentor Ltd., for coverage
of drilling barge risks. ODECO said
the $302,721 paid to its broker
Marsh & MeLennan Inc., and then

to Mentor, represented 36% of the
insurance risks on such barges.

ODECO lawyers and the IRS de-
cline to discuss the settlement. •

Bridges, which represents food
processor Castle & Cook Co. in its
captive fight with the IRS.

Adding to the importance of the
Mobil case is that the Court of

Claims will be addressing the cap-
tive issue for the first time.

Mobil paid the disputed taxes and
then took its case to court, which
allowed it access to the Court of

Claims. Carnation took the tactic of

fighting the IRS challenge to its tax
return and so its case was heard by
the Tax Court.

Continued on next page
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Risk managers watching
Mobil's challenge to IRS
Continued from previous page
Mobil is contesting the IRS' refusal
to allow a tax deduction for at least

$37.7 million in premiums paid to
at least two overseas Mobil captives
by 35 subsidiaries during tax years
1961-69.

In this case, which Mobil began
in 1978, the government didn't file
an answer to Mobil's allegations for
seven months and only now-three
years after that-is the case getting
close to the trial stage.

In a recent filing, Mobil asked
the Court of Claims for a Sept. 1
trial date in New York and said it

would be able to wrap up its case
with two days of testimony from
the former managers of the two
captives, Bluefield Insurance Ltd.
of Bermuda and General Overseas
Insurance Co. of the Bahamas.

Presumably, their testimony
would support Mobil's assertion
that the captives employed under-
writing, claims and management
practices similar to other non-ad-
mitted insurers.

In non-insurance transactions

between related companies, the
IRS recognizes that a subsidiary of
a company must be treated as a sep-
arate entity in all respects, Thus,
the captive owner argues, the IRS
is wrong to penalize captives as not
qualifying as insurance companies
for tax purposes as a result of being
in the same economic family as
their parent.

"Except as specifically provided
in the Internal Revenue Code, the

commissioner has no authority to
disregard transactions between
separate entities, even though they
are related," Mobil argues in a pre-
trial filing.

This argument long has been ad-
vanced by those defending captive
insurance companies as bona fide
insurers for tax purposes.

The focus of its attack is to bring a
case to trial in which the captive
truly has functioned as an indepen-
dent insurer in all respects except its
initial capitalization by the parent,
without any "bailout" agreement as
existed in the Carnation case.

Among other companies engaged
in legal battles with the IRS similar
to Mobil's case are Texaco Inc.,
Ashland Oil Co., Castle & Cook
Inc., Ingram Corp. and Stearns-
Roger Corp, a small company in
Glendale, Colo.

Texaco's case involves about

$15.8 million in disputed taxes in
1970 and 1971. Unlike Mobil, the oil
company, based in Harrison N.Y.,
filed its suit in U.EL District Court

in Houston.

The case involves $3.9 million of
premiums paid by Texaco and five
domestic subsidiaries during the
1970 tax year to unrelated insurers
that then reinsured the risks with

Heddington Insurance Ltd., a Ber-
muda corporation wholly owned by
Texaco Panama Inc.

Similarly, the IRS disallowed an-
other $8,3 million worth of premi-
ums during the 1971 tax year, Tex-
aco says in a complaint filed last
March.

Another $3.5 million in premi-
ums paid by foreign subsidiaries of
Texaco were erroneously included
by the IRS in the taxable income of
the parent, the oil company argues
in its complaint.

"The tax law is rife with the 'sep-
arate identity' doctrine and there
are virtually no situations in which
that has been disregarded (except
captives)," says an executive in
Texaco's tax department.

Another case of particular inter-
est involves Stearns-Roger, an en-
gineering and construction firm
near Denver that has a captive in
Colorado-Glendale Insurance Co.

CAPTIVE ALTERNATIVES

*Oph
cOLORAD 0*' 001*AN S.

NER»0T

r

-1 7*.-

r--- r·*r-r--

Where and how to form a captive insurance company is comprehensively
treated by CAPTIVES: U.S. and Oishore Insurance Laws.

NILS brings you the most timely and authoritative legal information on
CAPTIVES in one easy-to-use looseleaf volume.

Your subscription to CAPTIVES includes:
• Current Laws and Regulations of 6 Jurisdictiors: BERMUDA GRAND

CAYMAN ISLAND, COLORADO, TENNESSEE, VERMONT and VIRGINIA
• IRS Ruling 316
• Types of Captives Clearly Defined
• 90 Days Free Update Service

Take advantage of NILS 30 Day Examination offer. If not satisfied, return for
full refund. Send your order form to NILS Publishing Company, P.O. Box
2507, Chatsworth, California 91311. OR CALL TOLL FREE
1 -800-423-5910, (in California, call(213) 998-8830)

r------. .ORDER FORM. Fill out and return today!- --- -- - - ,
1 YES! Send me CAPTIVES The subscription price of $75 includes the I

' current laws and regulations contained in a looseleaf volume. After 90 days 
 free service, I will receive periodic updates with invoice. I

i Please send me - copies of CAPTIVES @ $75/volume. ,
i O Bill me. 0 My check for $ is enclosed. i
I (CALIF. deliveries please add 6% sales tax)
1 OR CALL TOLL FREE 1-800-423-5910 In California call(213) 998-8830 i
1 1

Name

I Title
SEND ORDER TO: 1

1 Firm punlisning 'k NILS1 Address
comaan¥
0 Orle. tr,e

 Telephone C ) Am*" 80*:cast,hg Comeanes 

PO. Box 2507
i Customer No. Chatsworth, CA 91311 1

1 0 Please send methe NILS 1982 Catalog. Allow 6-8 weeks for delivery.
22020203=

Its case, filed in November in
U.S. District Court in Denver, ap-
pears to be the first legal test of the
tax status of premiums paid to a do-
mestic captive, says Stearns-Roger
attorney Robert E. Benson of Hol-
land & Hart in Denver.

IRS ruling 77-316 on the tax im-
plications of using a captive insurer
specifically addresses offshore in-
surance subsidiaries and does not

mention domestic captives. The
IRS has said in interviews with
Business Insurance, however, that

domestic captives would be go-
verned by the same regulation.

The Stearns-Roger case will test
if the IRS can apply its ruling to
domestic captives.

Stearns-Roger formed its captive
in late 1974, a year after the Colo-
rado captive law took effect. In
April 1981, the IRS disallowed
"certainly a couple of million dol-
lars" worth of premium deductions
for tax years 1974-78, Mr. Benson
says.

Glendale was capitalized with a
letter of credit from the parent
rather than cash or securities, but

that shouldn't make any difference
in the court case, he added.

"It certainly wouldn't make any
difference for a non-captive insur-
ance company. I don't know why it
would for a captive," he says.

Another tax lawyer in Denver,
Joseph H. Thibodeau, says he has a
client who has requested a private
letter ruling from the IRS on the
deductibility of premiums paid to a
domestic captive but the IRS hasn't
responded.

"We think there is a very sound
basis for drawing a distinction be-
tween Colorado operations and op-
erations elsewhere," says Mr. Thi-
bodeau, citing Colorado's strict law
that forces captives to behave es-
sentially like admitted insurers. .

Captive tax
bill stalled

Lobbying efforts to enact legisla-
tion that would grant tax deductions
for premiums paid to captives and
self-insured reserves are stalled.

A bill has been drafted for The

Loss Reserve Deduction Commit-

tee, which is financed by contribu-
tions from the Captive Insurance
Companies Assn., Risk & Insurance
Management Society and National
Assn. of Insurance Brokers.

But the measure has yet to be in-
troduced because of the immediate

tax revenue loss it would create

that would further hamper the
Reagan administration's effort to
reduce budget deficits.

"The timing of getting someone
of influence in Washington to in-
troduce something like that is not
too good," says Robert Reeves,
chairman of the committee and vp
of insurance at Hospital Corp. of
America in Nashville, Tenn.

U.S. Rep. Gillis W. Long, D-La.,
had been mentioned as a potential
sponsor of the bill (BI, Oct. 12,
1981). But, his aide said the idea
was last heard of in late 1981.

John L. Crawford, a lawyer and
chief of the IRS's corporation tax
branch, says he knows of no studies
that quantify how much in tax rev-
enues would be lost to the U.S.

Treasury if self-insured loss re-
serves were tax-deductible as ordi-

nary business expenses.
In 1954, Congress authorized

such a deduction and repealed it
the next year.

"It proved a horrendous drain op
the Treasury," he says. "Maybe
that's part of the background." .
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IRS still will challenge
captive tax advantages

While captive tax cases languish
in various courts, the Internal Rev-
enue Service shows no signs of eas-
ing its challenges to the classic use
of a captive insurance company.

When a parent company pays a
premium to a wholly owned insur-
ance subsidiary that isn't under-
writing any unrelated business, the
IRS agent is going to challenge de-
ductions for the premiums paid,
lawyers and risks managers say.

He will cite the provisions of
Revenue Ruling 77-316, the land-
mark ruling saying that premiums
paid to captives fitting this descrip-
tion are not tax deductible.

"At least 50% of all companies
with captives for five years are
being audited," estimates Sidney
Pine, an attorney with Trubin Sill-
cocks Edelman & Knapp in New
York.

"The agent is to ask if the com-
pany has a captive and if the an-
swer is yes, he reports to the office
of international operations that
sends out an agent to deny all de-
ductions."

"They're getting tougher," says
Charles J. Eades, vp for insurance
at Ingram Industries Inc. in Nash-
ville, Tenn. "Captives never should
have been set up as a tax-avoidance
mechanism but for other very
good, valid business purposes in-
stead."

Mr. Eades, who follows captive
issues closely, says he sees evidence
the IRS is enforcing provisions of
Revenue Ruling 77-316, " right
down to the gnat's eyebrow."

"The required risk shifting and
risk distribution necessary to con-
stitute insurance always has been
what these cases come down to,"
says John L. Crawford, a lawyer
and chief of the IRS' corporation
tax branch.

Mr. Crawford, who has authored
at least one captive-taxation pri-
vate letter ruling giving the gov-
ernment's interpretation of tax
laws, confirms the IRS is continu-
ing to follow provisions of 77-316.

But after notifying the taxpayer
of the challenge, the IRS isn't mov-
ing very quickly, says one tax at-
torney.

"There seem to be more cases

starting, but not more cases finish-
ing," says James Cameron, a part-
ner with Baker & McKenzie in
New York.

He speculates that a shortage of
talented insurance people within
the IRS is holding up action.

In some of the cases Mr. Ca-

meron is handling, he can't get the
agent to discuss the insurance issue
after the initial discussion.

When Mr. Cameron suggests
that the captive issue be put on the
agenda for discussion, the agent re-
plies, "I'm still waiting to talk to
our insurance expert."

When will the IRS recognize a
captive insurance company as a
bona fide insurer for tax purposes?

No one is sure.

In the case of a wholly owned in-
surance subsidiary, various IRS
pronouncements in other areas
lead some tax attorneys to say that
if 50% of a captive's business is
unrelated risks, the IRS will recog-
nize it as a bona fide insurance

company and grant the parent
company tax deductions for premi-
ums paid to the captive.

It could be less, however.
"Where there is 25% to 40% out-

side business, the IRS tendency is
to settle," says Mr. Cameron.

Similarly, it's not clear how
many members an association cap-
tive must have to achieve enough
risk shifting and risk distribution
to satisfy the IRS definition of in-
surance.

The IRS has said it wants 20

members and no one member with

more than 5% of the risk, but Mr.
Pine says the IRS may be rethink-
ing its position.

The Risk Retention Act origi-
nally was written to require 20
members, at the request of the IRS.
At the last minute, that require-
ment was struck.

"Now the IRS appears to be reth-
inking its position," says Mr. Pine.

"I don't think there's a magic
number," says Walter C. Cliff, a
Dartner in the New York law firm

of Cahill, Gordon & Reindel who is
another expert on captive taxation.
"It seems to me there doesn't have

to be a lot of members to prove
you're sharing risk."
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Captive conference
Many auditors qualifying captive statements
By KATHRYN J. McINTYRE

HAMILTON, Bermula-It's not
impossible to get a clean audit opin-
ion on a captive insurance com.
pany in Bermuda, bit 40% of the
captives won't this year, a local au-
ditor says.

Most likely, the qulifications of
opinions will involve either premi-
ums or reserves for incurred but

not reported losses.
"These are the areas that give us

the greatest concerns," Raymond

Medeiros, a partne: witt Coopers &
Lybrand in Bermud: told the
Sixth Internat.onal Cavive Insur-
ance Comp:ry Conf€renee last
month.

Auditors .r. Bernuda first started

issuing qual. f.ed opinicns on the
annual statements of cal*ives a few
years ago after they had become
more sophist.cated in auditing cap-
tives. New . nsurar.ce resulations in
Bermuda now require in auditor's
opinion of €very captive

For most pareit companies, a
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qualified opinion cr. a cap:ive in-
surers annual E.ta-.ement is not a

problem. Few caftives are large
enough that a qualified opinion
woila carry to the parent's books.

Captive managers and risk man-
agers, however, toth dislike the
stigma of a qualified opinion on the
capdre s statement

Audi:ors look at all the :ransac-

tior.s of the captve, beginning with
how:he cap:ive blls and :eceives
its premiums.

"Most of you w jild say premi-
um: shouldn't be bo hard :o audit,
but it -sally depends upon :he type
of capive that you set up and what
kind of program you have estab-
list.ed" Mr. Medeiros said.

In auditing premiums, the audi-
tors first refer to the captive feasi-
bilit> study to determine if the pre-
miurn charged is fair.

Next, they ask how the .nsurance
is rated. Is it retrospectively rated?
Is she deposit premium subject to
an audit adjustment, such as an
audit of sales for product liability
insurance or an :Ldit of F:yroll for
workers compensation insLrance?

"This can cause a problem. If the
audi:or is unable :o satisfy himself
that the deposii premium is repre-
sentative of the actual premium,
th.s is obviousl> going to cause
some concern. Ee may go back to
the parent comEar.y auditor to as-
ses whether there is going to be a
significant ad:ustment :o the ac-
count in terms of additional pre-
mium: Mr. Mede.rossaid.

There is als, a problem among
companies in booking premiums.

"There are times when manage-
men t ccnfuses a funding program
for premiums an i premiums writ-
ten,' he observed

"You may write a general 1.abil-
ity program for $1.2 million of pre-
mium," Mr. Medtros said to illus-
tratje. "At rhe end of six months

there should be an uneamed pre-
miur, of $60[,OCC. The company,
however, to assist its parent, has
said, 'You cnly have to pay me one-
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Phone: 212-349-1600 Tele):129200NYMM NYK
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twelfth of the premium a month.
So you get $100,000 a month.

"We go in and find that there is
no unearned premium and no re-
ceivable from the parent."

A battle ensues, he said, because
the insurer says premiums are
booked as they are received.

"But the fact is that you have a
contract which says that you are
entitled to $1.2 million. You have
decided to enter into a financing
arrangement."

Bigger battles ensue over the
way captives set reserves for in-
curred but not reported losses.

The auditors are looking for loss
history to support the reserves, and
many captives' loss history is too
small to be statistically valid. Some-
times there isn't any history at all,
Mr. Medeiros complained.

"One or two plants, 300 to 400
employees, may not be a sound sta-
tistical base upon which an actuary
can effectively evaluate a loss his-
tory to make some projections for
the future," he said.

Even worse, there could be no

loss history because the records
weren't kept and the previous in-
surer won't release it.

Many captives set their loss re-
serves as a percent of premium
paid based on the industry average
loss ratio for each risk.

"But if the premiums written
have not been properly rated, the
premiums written do not reflect
what the market would have

charged for the same coverage.
How can you take a market reserve
history and apply it against your
number? You're comparing apples
and oranges. You may get a quali-
fied opinion," Mr. Medeiros said.

Auditors often distrust industry
averages for another reason.

A client setting up a captive says,
'"I have much better experience
than the market and I'll be able to

maintain the additional funds in

my own pocket,'" he explained.
"Then, one year, or nine months,

or a year-and-half later, he's back

to do the first audit and he's using
industry averages. He's contradict-
ing himself."

Hiring an actuary to set the
IBNR won't guarantee the captive a
clean audit opinion, either. There
has to be enough data on the losses
to be actuarily sound, he said.

An actuary's report that begins
"Based on the information pre-
sented," or that includes the state-

ment, "I am unable because of an
insignificant data base. . ." isn't
going to satisfy the auditors, he
warned.

The auditors can be satisfied

when industry averages are used as
guidelines and blended with ade-
quate actual loss history, he said.

The IBNRs set by a fronting in-
surer also can satisfy auditors, al-
though there is some difference of
opinion among auditors about the
circumstances under which these

IBNRs should be accepted.
"It is my personal opinion that

where there is no real risk being
taken by the fronting company,
then it is providing nothing more
than a service and the fronting
company has no real interest in
whether the information being re-
ported to the captive is accurate
and complete at any point in time.

"I'm not being critical of the
fronting company," he added. "I'm
just being objective."

When the fronting company is
"acting as a principal and taking
perhaps 20% to 30% of the risk, we
feel that there's more likelihood

that they will be more interested in
the completeness and accuracy of
the information," he said.

If loss reserves are discounted to

take into account the interest to be

earned before the losses are to be

paid, the discounting should be dis-
closed in a note to the statement,
Mr. Medeiros said.

The auditor would accept the dis-
counting if he found the interest
rate assumption to be reasonable
and if there was adequate informa-
tion to justify the payout schedule.•

Sixth annual RPG gathering
HAMILTON, Bermuda-Bermuda in March is traditionally rainy

and windy, and this year was no exception during the first two days
of the three-day Sixth International Insurance Company Confer-
ence.

Organizer Felix Kloman, president of Risk Planning Group in
Darien, Conn., has been accused of some kind of mystical control
over the weather to keep the registrants indoors.

More than 200 people attended this year's conference, a slightly
larger turnout than last year and an indication of the continuing
interest in captive insurance companies.

About 25% of the audience was insurance and risk managers, 23%
agents and brokers, 24% insurance company employees and 28% sup-
pliers to the business, like bankers and captive managers.

Next year's conference is scheduled for March 8- 11.
The consulting firm also annually publishes a list of captives and

their parent companies entitled "Captive Insurance Company Di-
rectory," which it sells for $80. This year it also unveiled "Bermuda
Insurers Reports," which contains financial and management infor-
mation from 1981 on 26 active reinsurance companies in Bermuda.
The 57-page report sells for $65.

Mr. Kloman's fascination with captive insurance companies re-
flects his concern for more efficiency in risk management and insur-
ance buying. "Captives," he says, "can reduce funding costs, elimi-
nate market inefficiencies and reduce expense ratios."

Captive insurers, however, are under pressure to become more
like commercial insurance companies by the insurance market and
the Internal Revenue Service.

"Insurers and reinsurers say you must join the club to get third-
party business. The IRS asks 'Does it look, act or smell like a con-
ventional insurance company?' If so, you get a tax break," Mr. Klo-
man says.

Whether captives are used as a risk management tool or become
insurance profit centers, two distinct roles according to Mr. Kloman,
"They can be a potent force for negotiation and change in the insur-
ance marketplace.

Risk Planning Group is located at 722 Post Road, Darien, Conn.
06820.
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Itell NrIvesn[ntrnj1%21nto 
get the highest rate of return possi- 4< j
ble on captive insurance company
money, an investment manager

.

warns

If you did, "they would scare you $

out of your wits because they .
would be taking very large risks,
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says Henry Blackie, a director of J HOMELAND INDUSTRIAL CORPORATION . HOMELAND GENERAL CORPORATION
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the amount of risk involved must e ,

-

be considered when choosing in-
vestments for captive insurance l

company funds, he told registrants
at the Sixth International Captive
Insurance Company Conference

The risks inherent in maximiz- .i

ing the rate of return include try- Photo Kathryn J Mcintyre
ing to predict how interest rates, Henry Blackie
exchange rates and stock prices
will change asset The investment manager's

It's impossible, he said Job lS to beat the return of the nu-
Three hundred years from now meraire you have set.

economists will look back on 44The manager has to compare
today's efforts to predict these mar- different investments not only on

t

ket changes with the same degree rate of return but also the amount
of disbelief we accord the alche- of risk he will take He has to de-

.f
mists who' tried to turn lead into cide if the rate of return lS worth
gold, he observed the risk and how much risk." (

Nice try, but silly, they will say How do you decide what the nu- --

1 '

The uncertainty of investment meraire should be'> It should relate
performance, or risk, should be to the fundamental requirements of
controlled by giving investment the portfolio, such as when the 1/Uf -

managers guidelines for rates of re- funds will be required And it
turn They should be told the maxi- should be an instrument whose past 44,

mum and minimum rate of return performance has neither kept you /

the captive expects awake at night because it was so
These guidelines must be based risky nor let you sleep too soundly

on a "numeraire" or standard because there wasn't enough risk
against which investment perfor- The one caveat in this approach, ''1@4111*mance is to be measured Mr Blackie admitted, is that the

The dollar is not the numeraire risk levels of various instruments
of a captive portfolio The nu- are based on historical data While 1. r

i

meraire has to be an interest-earn- the riskiness of individual assets
ing asset has been fairly stable, "markets do

The base rate of return on the change In the last two years the
numeraire is the highest risk-free riskiness of medium and long-term
rate of return for investing the investments has increased

lit

Risk a bit for high return, 'liti'i,1,1,
111,
11:1 'ij...

investment adviser says 1
- k

r

HAMILTON, Bermuda-You each year and at the end of five
can take bigger investment risks to years to pay the $80 in losses
get a higher rate of return on a por- Subtract the $60, which is called

1

tion of a captive insurance com- the "dedicated portfolio," from the S *+Ill i .'f''J'1
pany's funds, contends an invest- $84 available to invest and the cap-
ment adviser tive has $24 that is free to be in-

The amount of money available vested under different rules than
for riskier investments basically is applied to the $60.
the amount of money available While the $60 will be conservati-
after discounting the loss reserves vely invested to guarantee that $80
and taking into account the time will be available at th'e end of five
value of money years, the $24 can be invested in

Joel E. Strauch, a vp at Morgan riskier instruments that offer a
Stanley Trust Co in New York, ex- chance for a higher rate of feturn
plained his investment theory for The type of insurance a captive is '
registrants of the Sixth Interna- underwriting will determine how
tional Captive Insurance Company much of its portfolio must be dedi-
Conference with the following ex- cated for expected losses and how
ample much will be available to be in-

Assume $110 is flowing to the vested for maximum return The
captive, for which $24 lS needed to expected loss payment schedule de-
pay expenses and $2 to pay taxes. termines how much of the captive's
That leaves $84 to be invested assets are free to be invested for

Assume an actuary has estab- maximum return
lished that at the end of five years, A captive underwriting short-tall
$80 of the $84 will be needed to pay business, hke fire and marine, will
losses: $30 in the first year, $20 m have to dedicate more of its portfo-
the second year, $15 in the third ho for expected losses because the -M

year, $10 in the fourth year and $5 losses are paid before much invest-
in the fifth year. ment income can be earned on the

Therefore, $80 15 established as reserves
the loss reserve. - :Reserves for long-tail business,

However, that $80 will earn in- like workers compensation and
vestment income general liability, are held much

Assuming conservative invest- longer and more investment in-
ment yields of 13% to 15%, the cap- come accrues, freeing up more of
tive must invest only-$60 in the ·the' portfolio for investment for
first year to have enough money - maximum rate of return .
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Reinsurers offer tax aid: Billett
HAMILTON, Bermuda-Today's

hungry reinsurance market offers
products that can solve captive in-
surance companies' tax problems, a
reinsurance company executive
says.

Various reinsurance transactions
can be structured that should sat-

isfy the Internal Revenue Service
that premiums paid by the parent
to its captive are tax deductible,
says James Billett, chairman of
Trenwick Ltd., a reinsurer based in
Bermuda.

The proposed reinsurance solu-
tions are based on the premise that
at the end of the tax year, the par-
ent company will be able to take
tax deductions for claims paid, re-
insurance ceded, commissions paid,
fronting and service fees paid and
other professional service fees paid.

"It is less likely that the parent
will be able to take deductions for

individual case reserves, and it is
highly unlikely that reserves for
incurred but not reported losses
will be deductible."

The tax problem created by these
reserves can be solved with loss re-
serve reinsurance or a loss reserve

exchange, two reinsurance ar-
rangements available in today's
market, he said.

He described the specifics of the
arrangements, whose names he
coined, in a speech at the Sixth In-
ternational Captive Insurance
Company Conference.

Loss reserve reinsurance is rein-

suring the reserves for incurred but
not reported losses at the end of
every fiscal year.

This can be done without giving
up the investment income asso-
ciated with those reserves.

The reinsurer could agree, for

example, to reduce the reinsurance
premium for accepting the IBNR
risks by the amount of investment
income it will earn on the reserves

-discounting the loss reserves.
The captive, therefore, sells its .

liabilities for a premium that is less
than the expected losses from its
business.

Or, the reinsurer will let the cap-
tive keep the cash until the rein-

Photo: Kathryn J. Mcintyre

Mr. Billett

surer needs it to reimburse the cap-
tive for the losses as they come due.
In this case, the reinsurer would
accept the liabilities-on paper-
for a fee.

In loss reserve exchanging,
"reinsurers may swap an equiva-
lent amount of their reserves for
the captive's reserves for a fee,"
Mr. Billett said.

The loss reserves.for the cap-
tive's parent business become de-

ductible as reinsurance ceded, and,
"the reinsurers' reserves are not

parent-related business and, there-
fore, should be deductible to the
captive."

Although nothing but the fee
needs to change hands here, "the
liabilities must truly be transferred
with the assuming party being at
risk," Mr. Billett stressed.

These loss reserve reinsuranee
solutions can be applied retrospee-
tively, too, Mr. Billett said.

Reinsuring or exchanging loss
reserves for prior years this year
could provide a tax deduction or
even a tax loss that would offset the
disallowance of deductions in the

earlier years.
Neither of these transactions

"represents an attempt at tax eva-
sion or fraud. They are reinsuranee
solutions to other problems applied
to the deductibility problems of
captives' parents," Mr. Billett e=-
plained.

Using reinsurance methods as a
potential solution to the tax dedue-
tion problem is drawing on one of
the basic functions of reinsurance,
he contended.

"Reinsurance represents a
means by which ceding companies
seek to level off the peaks and val-
leys of their experience. Reinsur-
ance can be applied equally to cap-
tives in terms of leveling off the
peaks and valleys of deductibility."

The captive and the reinsurer
must, of course, agree on what the
loss reserves should be.

Then, the issue becomes, "What
is the parent prepared to pay for
deductibility and to what degree
will the reinsurer give the captive
credit for the investment income?"
he said. .

OFFSHORE & CAPTIVE
INSURANCE COMPANIES

For years Landmark has been actively involved in the performance
of feasibility studies fc,r corporations, associations and agents
interested in the formation of an offshore insurance company.

Our work is performed efficiently, confidentially, with your
desired goals foremost in our minds. Our staff is prepared to assist
in all aspects of risk management planning offshore.

Additionally, through offices in the key offshore insurance locales,
Landmark offers insurance management services fur cc,mpanies in
evistence or formed by us.

We would·be harry to send you a comprehensive kit with full
information, updated and complete. Please enclose.$5.00 tocover
c,sts of handling and mailing.

IAND/MARK

THE LANDMARK INSURANCE GROUP, INC.
Post Office Box 676 • Oklahoma City, OK 73101

405/521-9911

OFFSHORE OFFICES IN BERMUDA. BAHAMAS 8 (AYMAN ISLANDS

*



Use captives to reduce
insurers' quotes: Buyer

HAMILTON, Bermuda-Every
company should have a captive in-
surance company, but not necessar-
ily to underwrite its insurance, a
risk manager advises.

"We've used our captive as a
bludgeon," says P. Richard. Hack-
enburg, staff vp and assistant trea-
surer of Allegheny International
Inc. in Pittsburgh.

An insurance company, when
confronted with losing business to a
captive insurer, can be talked down
on its price, he suggests.

"We got a couple companies to
wake up," he told participants at
the Sixth International Captive In-
surance Company Conference held
in Bermuda last month.

Allegheny International formed
its captive in late 1977 at the end of
the last expensive cycle in the in-
suance industry. "We'were sick
and tired of being beaten upon by
the insurance industry-being
charged an arm and a leg," Mr.
Hackenburg said.

The company wanted an alterna-
tive to commercial insurance if the
market ever raised its rates so dra-

matically again.
After its effective use as a club,

however, Allegheny International
-then known as Allegheny Lud-
lum Industries-put the captive on
the shelf.

"Then we decided to used our
captive for 'pig iron under-water
risks,"' he said, using the un-
derwriters' term for the ideal fire

risk. For Allegheny International,

'We've used our

captive as a
bludgeon,' Mr.

Hackenburg says.

the ideal risks were highly predict-
able losses and long-tail losses that
aren't paid right away.

The captive, Wallingford Insur-
ance Co., participates in the group-
owned captive, Corporate Insur-
ance & Reinsurance Co. Ltd. Its
umbrella risks are exchanged for
other CIRCL participants' risks in

Association captives
have other worries

HAMILTON, Bermuda-Asso-
ciation captives can run into man-
agement problems that don't afflict
insurance subsidiaries of single cor-
porations, an association captive
president warns.

"It's a different world," says
Daniel F. Creasey, president of
Risk Management Foundation of
the Harvard Medical Insitutions in
Boston.

"A pure captive has a company
behind it, with a hierarchy and
someone in charge," he pointed out.
"There is none of that in associa-
tion captives-formal or informal
associations."

With a bit of irreverence, he said
the "flakiest association captives
are the ones that grow out of trade
associations."

Trade association managers, he
charged, "are always looking for
something to do. They start small,
with a 20% discount at Avis, put out
a newsletter, and then someone
says 'You can really lock your
membership in with an insurance
company."'

The problems for loose associa-
tions, he says, are "the membership
isn't very cohesive, there is no loy-
alty, the management is usually
weak, the board of directors is
weaker and so the captives tend to
fly on their own. The quality of
management and the cohesiveness
of governance is not there.

"Members lose interest in the

captive and it always must market
to compete with the conventional
market. The constant worry is the
book of business will disappear."

The Harvard Medical Institu-
tions' captive, Controlled Risk In-
surance Ltd., doesn't suffer from
these problems because "we're a
closed system," he said. "These in-
stitutions have relationships going

back 150 years."
In addition, the participation

agreement requires three years'
notice to withdraw and demands
that all the participants' funds re-
lated to its business stay in the cap-
tive for 12 years after notice of
withdrawl is given.

Controlled Risk, based in the
Cayman Islands and credited with
bringing respect to Cayman as a
captive domicile when it formed
there in 1977, underwrites general
liability and medical malpractice
risks for Harvard and 11 other
health care institutions.

For its first five years, the pro-
gram was fronted by American In-
ternational Group, but now the
captive directly issues the insur-
ance policies to 4,400 insured doc-
tors and institutions.

The rate charged to doctors his-
torically has been about 55% of the
state rate for medical malpractice
insurance, but it is going up to 65%.

"It's been lower than would be

prudent if we weren't owned by
rich institutions," he admitted. "But
we just want to break even, we're
not trying to earn a profit."

There are other association cap-
tives that are successful, too, Mr.
Creasey added. "There are a lot in
health care. The hospital captives
are better than the doctor ones," he
said, because the doctor captives
don't impose stringent under-
writing requirements.

He suggested that in order to sue-
ceed, association captives must "re-
tain good managemer*, which is
not just a service company but
someone with hands-on. Get a good
board that is tough and involved.
And it should be small and not big.
There is an inverse relationship be-
tween the size and quality of a
board."

the excess reinsuance program.
Only $1.2 million of premiums

flow into Wallingford, of which
$400,000 is net, because Allegheny
International doesn't want to pre-
fund all losses.

Rather, the company wanted to
retain as much cash as possible to
fund its big acquisition drive of the
last few years.

Allegeheny is transforming itself
from a steel company into a con-
sumer products and industrial com-
pany that is out of the steel busi-
ness.

"Our company isn't going to flow
money to Bermuda for a 14% return
when we're borrowing at 15% and
16%-even when considering the
net aftertax costs," he explained.

With a variety of subsidiaries
and $3.5 billion in sales, the com-
pany has enough spread of opera-
tions to absorb repetitive losses, he
noted.

A recent large acquisition, Sun-
beam Corp., is presenting Alle-
gheny International with a differ-
ent approach to using a captive in-
surer. Sunbeam's captive, Solaray
Insurance Co., has $6 million in
premiums from underwriting Sun-
beam's primary comprehensive
general liability, workers compen-
sation and auto liability risks.

"We will take a close look at that
to see what makes the best fit," Mr.
Hackenburg said. "It will be a test
our programs. Nothing we do is sa-
cred."

Who

is the

specialist
for wood-

working including
sawmill-related coverages?

Forest Products Agency, of course. Because we specialize, we can
help you to meet your clients' needs in forest products-related
coverages.

We stand ready to provide you with the most up-to·date and cost-
efficient coverages in any or all of these areas:

• Property insurance, including all·risk cover·
age for sawmills, at the lowest possible cost.

• Comprehensive general liability.

• Equipment fioater policies.

• Group health and life insurance.
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FOREST PRODUCTS AGENCY COMPANY, INC.
P.O. BOX 426 • NORWICH, CT 06360 • (203) 642-7559

CAYMAN
ISLANDS
BRITISH WEST INDIES

The prime location for the
headquarters of your offshore
insurance company

Providing offshore Insurance
company management services
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P.O. Box 1549, Grand Cayman, B.W.I. Tel: 94688 Telex: 309-4337

Ask your broker consultant
or risk manager to contact us



Meetthebestpackageof
RiskManagementServices
inthe
business.

You're probably familiar with the
stuff a GAB adjuster is made of.
Intuition. Experience. Accuracy Re-
sponsive, dedicated, highly trained
professionals in every area of insur-
ance service.

That part of our package has not
changed. That's just the half of it.
Because now we have claim process-
ing and administration systems to
support our adjusters.

We've combined the best of both

worlds. Man and machine. That's why
we can now provide you with the fast-
est, most accurate package of services
for property and casualty, workens'
compensation. and employee benefits
programs.

For property and casualty, here's
how we work: Data from claims is en-

tered into our on-line system from
automated workens' compensation
branches and contract administration

-.-40,IA centers. Extensive
front-end editing in-

sures a high
..

degree of ac-
curacy Indi-

payment and
reserve history
can be viewed

with a touch
of a button. So you don't have to wait
for time consuming batch updates.

These features insure prompt and
accurate reports furnished in a variety
of formats through our claim mana-
gement reporting system (CMRS). Re-
ports are available in hard copy tape
and microfiche.

The system supports our profes-
sional casualty adjusters, working
from more than 600 locations and 30

highly specialized units to meet any
geographical needs.

Ournewworkerin

Workers' Compensation.
Our fully automated workens' com-

pensation centens have all the on-line
capability described above but added
special workens' compensation advan-
tages: automated check preparation,
automated diary of weekly benefits for
long-term cases, and a diary for indi-
vidual state required reports.

The information is available to you
immediately Wherever you are. There
are 11 fully automated centens
nationwide, with another 15 to open
by year end.

A big benefit for
Employee Benefits,too!

We're all familiar with the headaches

of administering employee benefits
programs. Low return on coordination
of benefits, lengthy turnaround time,

Automated Cash Pansfer (ACT). It
saves you up to 80% on initial claim
deposits. puts your reimbursement on
a cleared check basis and provides
complete total monthly accounting
and reconciliation.

Just because we now offer you the
best package of risk management
services doesn't mean we stop here.
Whatever the needs of the insurance

industry our package of services will
continue to set the standards.

For fast action call Toll-Free
1-800-221-4253.

In NewYork 212-306-8000.

dunning notices from providens, em
ployee dissatisfaction. So we've
added a system to take the load
offyour mind. And your desk. It's

our on-line claims processing for employee benefits. At any special
employee benefits branch you're pro-
vided with cost-efficient processing of
health, dental and disability claims.
For any sized organization. Including
on-line history and eligibility informa-
tion, as well as automated drafts,

EC)B's, dnaft registens, and daily and
monthly reporting.

Automated Cash Transfer

really pays off.
An added service is now available

to CMRS, workers' compensation, and
employee benefits customers. It's called

A Pioneer in Claim Services
Since 1885

|OD. W Carroll 1
1 Senior Vice President Contract Services Division |
| GAB Business Services, Inc., 1
1 123 William St., NY, N.Y 10038 1

1 YES. \W would like to learn how to cut costs for our 1
I risk management program.
1 1
1 NAME
| TELEPHONE I
1 1
1 COMPANY I
1 1
1 ADDRF95 1

1 1
CITY STATE zip

1
---J

GAB is a wholly-owned subsidiary of UAL Inc.



RISK NIANAGER OF THE YEAR

ECKART RusSELL
By KATHRYN J. McINTYRE

MONTREAL-Eckart Russell speaks in
the many languages of Alcan Aluminium
Ltd.

Pronounced "al-u-min-i-um," the second
"i" in aluminium comes from the

international spelling of the metal's name
in English, French and German, which are
languages Mr. Russell speaks fluently.

But his goals as risk and insurance
manager for Montreal-based Alcan are the
same in all languages: "Insurance
programs that are maintenance-free, tied
to local programs, that don't need to be
renegotiated, that are cost-efficient, stable
and do not require local expertise in
insurance and risk management," he says.

An effective and efficient property
loss-control program is equally important,
he adds.

His skillful use of global policy forms,
the services of international insurers and

brokers and a Bermuda-based insurance

subsidiary to build a worldwide risk
management program for Alcan over the
past 10 years impressed the 10 independent
judges of the Business Insurance Risk
Manager of the Year competition. They
selected the 41-year-old Mr. Russell as the
1982 winner. The fifth recipient of the
award, Mr. Russell is the first winner from
outside the United States.

To understand the challenge of Mr.
Russell's work and appreciate his success,
one must understand the scope of Alcan's
business and its corporate structure.

Alcan's fully integrated aluminum
business-from mining to
manufacturing-spans the world from
Canada and the United States to Latin

America and the Caribbean and the South

Pacific, Asia, Europe, Africa and the
Middle East.

More than 200 operating facilities are
owned by more than 75 wholly owned
subsidiaries and related companies with
substantial local shareholders.

Continued on next page

4 NAMED

To BI's
HONOR ROLL

h

Photo: Walter Parker

Selecting the Risk Manager of the Year
is never an easy process, but this year it
was really tough.

The 10 independent judges considered
two candidates worthy of the title, but
cumulatively they scored Eckart Russell
of Alcan Aluminium Ltd. the highest.

In keeping with the purpose of the
Business Insurance Risk Manager of the
Year competition to recognize outstanding
achievement in risk management, the title
of First Runner-up was created this year
to honor Spencer J. Traver, assistant
treasurer of The BFGoodrich Co. in

1

1 I.

I ./

r

Akron, Ohio. His laboratory approach to
risk management is described in an article
beginning on page 97.

Mr. Traver leads the candidates named

to the Risk Management Honor Roll,
which is designed to highlight outstanding
risk management in different settings.

The Risk Management Honor Roll
members for government entities, small
corporations and tax-exempt entities were
the highest-scoring candidates among like
risk managers.

Articles describing their programs
begin on page 100.

George N. Pierce, risk manager for
Orange County, Fla., focuses on the
benefits of self-funding and safety and is
offering the county program to
neighboring municipalities.

Paul B. Harvey, risk manager for
Ponderosa Homes in Irvine, Calif., adapts
Fortune 500 risk management techniques

to the risks of a small company.
Gene M. Marsh, executive vp for risk

management for the General Conference
of Seventh-day Adventists, has '
transformed an insurance department

into an insurance company.



Continued from page 85
These subsidiaries and related

companies have bauxite holdings in
seven countries, refine alumina in
seven, smelt primary aluminum in
eight, fabricate aluminum in more
than 30 and have sales outlets in
more than 100.

To provide the enormous
amounts of power needed to smelt
aluminum-the most energy-ex-
pensive industrial process when
measured by unit of output-Alcan
harnesses the earth's power, build-
ing and operating hydroelectric
power generating facilities and
thermal stations.

To move the ore and metals,
Alcan owns shipping subsidiaries
and owns and operates ports in four
nations.

The property values are tremen-
dous. Alcan invested $974 million
in 1981 to expand and modernize
facilities and will spend another
$700 million in 1982. At year-end
1981, its total net fixed assets and
investments totaled $3.5 billion.

And the operations, employing
nearly 67,000 workers, are interde-
pendent, creating the potential for
large business interruption losses if
a link in the chain is knocked out
of business.

Operating revenues and sales of
aluminum and aluminum alloy
products-from cans to component
parts for autos and airplanes-were
nearly $5 billion in 1981.

The worldwide dispersion of
needed raw materials, economical
energy sources and markets for the
primary and fabricated aluminum
products disperses management,
too. Alcan subsidiaries and related

companies are run by local man-
agement with only strategic, logis-
tical and financial planning centra-
lized by corporate policy from
Alcan's international headquarters
in Montreal.

Risk and insurance management
is centralized by Mr. Russell's ef-
fectiveness.

Instead of every local company
structuring its own insurance pro-

gram, which could lead to the pur-
chase of hundreds of policies with
varying amounts of coverage, each
one voluntarily participates in the
global insurance programs that Mr.
Russell offers.

The global programs provide
local operations with broad cover-
age and suitable deductibles, while
providing the Alcan group with
consistency of coverage throughout
the world and the economies of

large combined deductibles that re-
fleet the group's ability to absorb
loss.

London and North American in-

surers underwrite the broad global
policies covering property and
business interruption, liability, ma-
rine and fidelity risks. Alcan's Ber-
muda-based insurance subsidiary,
Champlain Insurance Co., under-
writes the primary insurance
layers of these policies, either
directly to the subsidiaries or by
reinsuring local insurers who issue
policies to Alcan companies.

When local insurers are used,

f

they often are part of the interna-
ticnal networks of American Inter-

national Group, Insurance Co. of
North America or Allendale

Group.
The locally issued insurance poli-

cies track the global policies as
closely as is legally possible.

In countries once ruled by the
British, the residual liberal British
thinking about insurance makes
the job easy, Mr. Russell says.

In countries like France and

Italy, however, broad English-lan-
guage policies can't always be writ-
ten. "Sometimes, you have to piece
together broad coverage using local
standard policy forms," Mr. Russell
explains. The broad worldwide pol-
icy behind these locally issued poli-
cies fills in any cracks that exist.

Local management can't resist
participating in these global insur-
ance programs because they offer
better coverage at lower prices, Mr.
Russell says.

They don't resist loss-control rec-
ommendations once it's shown the

With our safety program
you can save more

than money.
You can save lives and cut down on accidents.

You can eliminate those working conditions that
can hurt your people.

Argonaut safety programs have helped protect
the health and safety of millions of workers for
more than 30 years. We're specialists in Workers'
Compensation and Hospital Liability, and offer a
wide variety of quality programs in property and
othercommercial casualty lines as well.

' We know what hazards to look for in your com-
pany; how to help you make your operation safer.

And thestrength of ourassets-over$1 billion-
means financial security and peaceof mind for
the companies whochoose Argonaut.

Ask your insurance agent or broker about us.
We can help you change a lot more than your
balance sheet.

=*0rArgonaut.
Where people take your business seriously.
National Specialists in Workers' Compensation and Hospital Liability.

250 Middlefield Ad„Menlo Park, CA 94025 (415) 326·0900

measures will save more in losses

than they cost to implement.
Mr. Russell's personal charm, a

flair for flamboyance that intrigues
without offending and a bit of
salesmanship learned as a broker in
his native West Germany clinch
the deals.

The global property insurance
program is underwritten by a con-
sortium of London and U.S. insur-

ers. Lloyd's of London is the lead
underwriter and Allendale Insur-

ance Co. of the Factory Mutual
System participates in the risk and
provides international loss-control
and engineering services. The pol-
icy is a brief and broadly worded
all-risks policy that extends cover-
age against all physical risks of loss
or damage on a consolidated basis.

"The idea is not to have to ana-

lyze every risk and figure out if
there is an earthquake or flood ex-
posure to make sure the policy
picks up every risk. Instead, we
formulate it on a basis of global
cover against any possible risk."

Basically, the only exclusions are
nuclear and war risks.

"We have the best of all worlds,"
Mr. Russell says. "We have Lloyd's
broadminded policy form with Al-
lendale's capacity and engineering
and inspection capabilities."

Mr. Russell polishes off the offer
with a 20% discount off what local

insurance markets would charge
for the same coverage.

The 20% discount doesn't violate

tariff rate laws, which are in force
in many countries to establish the
minimum rates for various lines of
insurance. The final 20% discount

can be legally achieved, for exam-
ple, by charging the tariff fire rate
while cutting the rate for the non-
tariffed coverage for machinery
breakdowns.

Local Alcan companies also are
offered the optimum deductible or
self-insured retention for their fi-

nancial capability, which varies
from company to company.

The global property and business
interruption insurance policy car-
ries first-loss limits of $250 million,
meaning that any loss, anywhere, is
covered for $250 million without
establishing individual values for
each location.

The global liability insurance
program, which is similarly struc-
tured, includes a broad bumber-
shoot liability policy from Lloyd's
that covers marine risks under its

broad terms to $25 million. Another
$75 million of excess liability insur-
ance follows that broad form,
which generally is not available
any more. Another $100 million of
liability insurance specifically for
aircraft product risks is available
after the first $100 million of gen-
eral liability excess insurance.

Global marine cargo insurance,
while presenting only a $10 million
maximum risk at any one time,
presents the biggest administration
problem.

"You have decentralized organi-
zations shipping goods to third par-
ties and they need certificates of in-
surance. You need service in hun-

dreds of ports. For budgeting, you
need a premium distribution sys-
tem and you need excess insur-
ance."

Insurance Co. of North America,
which has held Alcan's marine

business for 50 years, solves the ad-
ministrative problems. INA ser-
vices all Alcan's marine cargo in-
surance needs and reinsures the

risks with Alcan's Bermuda cap-
tive. Excess and war risks are par-
tially reinsured with Lloyd's of
London.

Miscellaneous risks, such as

crime/employee dishonesty, fiduci-
ary liability in the United States
and directors and officers liability,
are insured under one global policy
underwritten by The Chubb
Group, with some cessions into
Champlain.

Mr. Russell advocates global poli-
cies because they provide portfolio
rating and experience, which pro-
vide better prices.



If all Alcan operations bought in-
surance locally instead of using this
global insurance approach, Alcan
as a group would spend anywhere
from an additional $4 million to $6
million annually, Mr. Russell esti-
nnates.

Now, Alcan's total insurance pre-
mium for all operations is about $15
million, including premiums that
flow to Champlain and those that
are paid directly to London and
North American insurers.

Champlain's $17 million of pre-
mium volume in 1981, under-

written against capital and surplus
of $21 million, includes several mil-
lion dollars of premiums earned by
participating on reinsurance trea-
ties for insurers on Alcan's global
policies. Champlain is managed by
Alcan employees in Bermuda who
also manage other Bermuda-based
Alcan business.

Cutting insurance costs is not,
however, the only objective of the
global insurance programs. "As im-
portant is the complete broad cov-
erage we get throughout the world
on a uniform broad form so every-
one is covered under the same
principle," Mr- Russell says.

"If you are selective about which
risks you insure, you are likely to
miss something and the risk man-
ager won't sleep well at night.

"And I like to sleep well," he says
with a wink and a grin.

The global programs give local
operating management the stability
of cost, high budgeting certainty
and affordable deductibles. And

they eliminate administrative
problems, renewal hassles for local
management and the need for local
insurance expertise. "Everything is
remote-controlled from Montreal,"
Mr. Russell says.

The global policies also are struc-
tured to provide immediate cover-
age when Alcan begins a new oper-
ation. "If we want to build a rolling
mill in Malaysia in addition to the
existing plant, all we have to do is
write a five-line endorsement on
the local policy and an additional
$50 million construction risk is
looked after."

While structured to be the broa-

dest coverage available, the global
policies are not always as broad as
locally issued policies, especially
casualty insurance policies.

"One can't necessarily assume
that the broad comprehensive gen-
eral liability form is as broad a
cover as you can find in the local
markets," Mr. Russell advises.

Most of the local European insur-
ance markets, for example, have
sophisticated product liability
forms, he says. In West Germany,
the product liability policy states
clearly that it covers dismantling
and reinstallation costs if a manu-

facturer's product is a component
of a product that must be replaced
or remade.

"Whilst in North America you
may have cover for these risks, the
courts and insurers seem to be hag-
gling over how far the comprehen-
sive general liability policy goes.
The Germans say it expressly."

The German insurance market

also offers a sophisticated water
pollution policy needed to cover
the risks created by the country's
pollution liability law. Alcan had to
arrange separate excess coverage in
the local market to cover the pollu-
tion risk because the global prop-
erty policy wasn't as broad.

That could be changed, however,
when Alcan completes its study of
pollution liability risks around the
world. A special occupational
safety and health department has
been established under an Alcan vp
to survey legislation in various
countries, Alcan's operations and
waste disposal systems and analyze
Alcan's liability.

"Based on.the results, we will de-
Dide whether to buy insurance,"
Mr. Russell said. "We haven't de-
Di(led if it would be covered in the

worldwide policy. I always avoid
trying to issue individual policies."

Pausing a moment, he then asks

himself aloud, "If a specialty mar-
ket will write it, why not my
worldwide underwriters?"

More and more risk managers
are organizing global insurance
programs today as many major
commercial insurers openly offer
and market global facilities. Mr.
Russell recalls, "Five years ago, if
you went to multinational insurers
and asked them to cede 95% of the
risk to your captive, they thought
you were trying to draw them into
an immoral act."

Mr. Russell welcomes the further

development of these global pack-
ages. "The efficiency of our pro-
gram has markedly improved with
insurance companies' new em-
phasis on the service opportunities
in dealing with large corporations."

For example, Alcan now gets
"guaranteed cash flow-as soon as
a premium is paid to a local insurer,
we get credit for the funds in Ber-
muda the same day."

Local service is. crucial to the
success of Mr. Russell's interna-

tional risk management program.
He keeps it running with just six
staff members in his risk manage-
ment department in Montreal: a
loss-control manager, a marine ex-
pert, a general risk management
assistant, an administrator and two
secretaries.

Mr. Russell squeezes services out
of international insurers, brokers
and consultants in each country in
which Alcan operates as effectively
as Alcan extracts alumina out of

bauxite ore.

Wherever Alcan is mining, re-
fining, shipping, smelting, generat-
ing power or fabricating, there are
employees of insurance companies,
brokers and consultants who are

Mr. Russell's stand-ins. Around the

world, there are about 100 employ-
ees of brokerage companies, 30 en-
gineers from Allendale and an-
other 50 to 100 employees of insur-
ers working on Alcan programs.
They inspect plants, advise local
managers, collect premiums and

pay claims.
"It's more cost-effective and also

more efficient than expanding our
department," he says. "I can't re-
place the service I get locally with
our own resources. The job is not
big enough to attract top.talent and
too big to be handled by medioc-
rity."

He chooses among AIG, INA and
FM International for insurance ser-
vice abroad. Marsh & MeLennan

services most of Alcan's brokerage
needs, although Mr. Russell also
uses Johnson & Higgins, Frank B.
Hall & Co. and London-based
Sedgwick Group.

All brokers are compensated on a
combination of fee-for-service and

commissions. The combination,
however, never produces compen-
sation exceeding a 10% commission,
which is much less than the 30%
commission that can be charged
overseas.

"I try to have,·in each country the
best individual to deal with my
problems," Mr. Russell says. "I trust

them to act on my behalf. It can be
a broker, an insurer or a consultant.
That person is my extended arm."

How can he be confident that
when he flexes those muscles he
gets what he is reaching for?

"It's the people you deal with, not
which broker. One large broker is
as good or bad as another. All you
have to do is demand the best per-
son for your account.

"The magic to it is to develop re-
lationships of respect and trust
with several top people. You have
to get people committed to you-
personally-to do a 100% job," he
says.

That kind of commitment is

gained only by personal contact,
Mr. Russell maintains.

Building Mr. Russell's type of in-
ternational insurance program and
the contacts that make it work re-

quires more than short trips to for- -
eign countries to have lunch with
the entire senior staff of the local
brokerage.

Continued on next page

How over 400 companies
are getting meaningful
benefit analysis

' FORTL\1 Dir

Today more than
400 companies, in-
cluding many Fortune
500 Corporations are

getting meaningful re-

suits from Erisco's upgraded benefitsystems
ImpleFacts and ClaimFacts.

For more than a decade Erisco has dedicated its

resources to the support of ImpleFacts. Benefits
managers who enjoy the results of ImpleFacts
are now taking advantage of ClaimFacts, Erisco's
on line health claims processing system. These
systems are available for lease, purchase, or ser-
vice which is provided at Erisco's own Data Center.

ImpleFacts provides Recordkeeping for Thrift/
Savings, Profit Sharing, TRASOR ESOP and
Stock Option Plans-for corporations, banks,
insurance carriers and consultants.

ImpleFacts' expertise can be applied when set-
ting up a new plan, creating a new system for
a plan, or implementing changes to an existing
plan. ImpleFacts offersclientsconsiderable flex-
ibility, by providing: Video Display Terminals (In
Their Office). Faster Distribution Payments.
Eligibility Monitoring...Activity Montoring.
Special Feature Support.

CONTACT: Charles Klein (ImpleFacts}
(212) 582-8030

ClaimFacts provides Claims Pro-
cessing for. .Corporations, Insurance
Carriers, Blue Cross and Blue Shield Plans,
Third Party Administrators, Taft-Hartley Funds.

ClaimFacts' advanced design meets the ever
broadening requirements of professional claims
processing-productivity, accuracy, control,
flexibility and cost containment. ClaimFacts pro-
duces concise management reports and benefit
utilization statistics which permit the highest
degree of control, resulting in truly cost effective
benefits packages.

ClaimFacts offers: Automatic eligibility verifica-
tion, benefit calculations, COB, correspondence
and payment, user oriented displays, complete
financial control of health benefits expenditures,
and parameter driven flexibility when changing
or expanding coverages.

CONTACT: Wayne Ferrentino (ClaimFacts)
(212) 247-2444

ClaimFacts
ImpleFacts

Erisco Inc.
...For Your Benefit

1700 Broadway, New York, NY 10019

A Thomas National Group Subsidiary ¤TR
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Continued from previous page
Successfully organizing a risk

and insurance management pro-
gram in a foreign country can re-
quire anywhere from one visit of
two days to 10 visits of a week each,
Mr. Russell says.

"It depends on the country, the
circumstances, how efficient the
insurance market is, the degree of
tariff protection, foreign exchange
controls, restrictions on export of
reinsurance, the complexity of the
risk, the degree of local manage-
ment autonomy and the personal
relationships that already may
exist with the insurers," he

explains.
His agenda on a first trip to a for-

eign country is: Size up the coun-
try. Size up the business. Size up
the risk. Size up the loss-control
and risk-financing needs. Size up
the local insurance market and
what it can do.

He attacks the agenda by first
spending a couple days getting to
know the people and the culture.

He researches facts and figures
about the local economy and at-
tends cultural events. "It gives me
an appreciation of the other per-
son's point of view."

He then meets with local Alcan

management and visits the plants.
"You don't count transformers.

You have to browse through and
then use engineering consultants to
get the inventory. You want to look
at the interruption potential, social
unrest, potential strike damage,
machinery· breakdown. You have
to identify the crucial pieces of
equipment, determine the financial
structure of the company-is it
wholly or partially owned? It's
fairly complex."

Then, he researches the local in-
surance markets.

"You can't depend on handbooks
put out by insurers. They are too
general; they don't give you the
specifics. You need to talk to differ-
ent people, talk to competitors, to
piece it together.

"There are a myriad of local re-

strictions and tariffs you have to
find your way through and it is dif-
ficult. It is hard to get objective an-
swers.

"There is a lot you are told that
by law you are supposed to do and
not do, but the insurance industry
by practice ignores a lot of it. You
have to dig in to learn what is law,
what is convention and what is

market practice. You can break
convention if you find someone to
do it, but you don't want to break
the law."

When he knows what the com-

pany needs and what the local
market can do, he asks, "How can I
do it better?"

"Invariably, I can. Then I suggest
my program to the local manage-
ment."

He can't force it on anyone, but
he has won them all over.

Now, the challenge is to keep
them.

"We have continuing problems
with our programs. They are not
always easily understood and local

r

SN TNE fSLANOS
Are you stranded in the islands with an offshofe captive that
isn't living up to your expectations? Or are you determined
to go offshore but stuck trying to determine which course you
should follow? Whichever your predicament, Assotiated
Company Management of Ebasco can rescue you...with a full
range of management services fine-tuned to the needs of
the captive insurer.

• Captive Insurance Company • Loss Control
Audit • Data Processing and related

• Reinsurance Consulting reporting systems
• Claims • Investments

• Underwriting • Accounting

From feasibility studies to innovative financial strategies, for
clients large and small and of widely diverse interests...
ACME offers you the expertise and range of service that can
sail your captive or insurance subsidiary into smooth
performance offshore.

For more information, call or write: Associated Company
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competition can get in the act and
raise doubts in the minds of local

management about what we are
doing.

"They may come in and under-
price our own product, usually not
in the full knowledge of the
breadth of our product. When this
comes together with bad economic
circumstances, people tend to look
at price only."

As a result, Mr. Russell "may
have to do a complete review to be
sure we remain competitive and
our management understands they
are paying,premiums for apples
and not for bananas."

If, however, local management
wants less insurance than offered

under the broad global policy,
"within certain limits we can mod-

ify our approach," Mr. Russell says.
"If people feel they have too much
insurance or are covered for areas

where they consider their risk
minimal, we would be prepared to
scale down the cover locally and
maintain the broad cover on the

broad group basis to remain com-
petitive.

"There is a certain amount of

flexibility in the negotiating posi-
tion and all flexibility in the world-
wide program because the coverage
exists."

Generally, Mr. Russell suggests
to local management concerned
with cutting costs that they take a
higher deductible. "I would first try
to operate with higher deductibles
before eliminating perils with cata-
strophic loss potential."

It's not difficult to convince

them, Mr. Russell says. "It's easy to
explain to top management that if
the objective is a $100,000 premium,
we at least want to cover his sur-

vival, which is not threatened by a
$500,000 loss; it's the next $20 mil-
lion. The probability of an earth-
quake doesn't matter. If there is a
chance, we should insure it."

In addition to the broker or in-

surance company overseeing the
insurance and risk management
program in every country, there is
someone in every local company
who is his contact. "It is usually the
chief financial officer, who deals
directly with me and my depart-
ment by modern communication
methods-airplane, telex and tele-
phone. We write few letters. We
are directly involved in the insur-
ance program through these con-
tact people we establish."

One secret he shares to devel-

oping these important contacts
with insurers, brokers and Alean
management overseas is the one-
on-one business lunch.

"I avoid business lunches with

more than one other person. They
are unproductive. Close person-to-
person communication to get to
know a person and in-depth discus-
sion never take place in a large
forum." And he limits the number

of people he lunches with. "It's not
that important that you know a lot
of people, but that you know a few
important people well."

The ability to speak in French to
the French, in German to the Ger-
man and in English to the English
doesn't hurt either. .

Policy covers
strike loss

How broad is a broad all-

risks property insurance pol-
icy?

Broad enough to cover a
business interruption loss
caused by a strike, Eckart Rus-
sell has proven.

Alcan Aluminium Ltd. was

forced to cut the power to its
smelting pots at a plant in
India when workers went on

strike in a passive resistance
demonstration over griev-
ances. Without power, the pots
solidified, creating at least four
to six weeks of work to correct

and a business interruption
loss of several million dollars.

"The solidification of the

pots occurred beyond the con-
trol of the insured," Mr. Rus-
sell reasoned.

"In a normal bargaining re-
lationship, you can't claim a
strike is beyond the control of
the insured. But there was no

bargaining; it was passive re-
sistance. Communications

broke down before anyone
even imagined there would be
a strike.

"In this case, I demonstrated
that the strike action was uni-

lateral and completely beyond
our control. The deciding ar-
gument was that the griev-
ances amounted to several
thousand dollars whilst the
loss resulted in several million.

Only a fool in full knowledge
of that would have allowed the

strike to happen."
This stike "was at least as

fortuitous as a thunderstorm,"
he convinced the insurers.
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Program tailored to meet varying laws
When you can't beat 'em, join

'em.

Eckart Russell applies this phi-
losophy to insurance buying in
Brazil. where local insurance regu-
lation prevents him.from using his
prized global property insurance
program. He has to buy insurance
locally and at certain values.

"We can't do what we would like
to do. We can't cover all risks-

from machinery to mudslides. We
can't buy it efficiently," he says.

And the property.insurance he
must buy is.way overpriced consid-
ering the extensive property con-
servation engineering in place at
the Alcan Aluminium ·Ltd. plants
and the resulting low fire risks.

"We, in our misery, said, 'We
have to do something."'

The something became applying
an insurance-buying philosophy in

Global plan
was begun
in the'5Os

Alcan Aluminium Ltd.'s global
insurance programs are built on a
foundation laid by a man who
today is in the office of the presi-
dent.

John H. Hale, also senior vp and
chief financial officer, revamped
Alcan's insurance program in the
19505, instituting very progressive
programs, risk manager Eckart
Russell points out.

The global property insurance
program, for example, goes back to
the 1950s when the London market

was first willing to package such
risks.

Alcan's package property in-
surance policy at Lloyd's of Lon-
don almost was lost when Hurri-

cane Betsy's damage in the United
States in 1965 devastated the Lon-

don market and many similar
package policies were canceled.

Alcan, however, was able to re-
market the program, placing only
half of it in the London market and
the other half with what is now the

Allendale group of the Factory Mu-
tual System, which had been insur-
ing certain property in the United
States and Canada.

In the 1950s, Alcan was primarily
a centralized, North American
company. The big international de-
velopment that came later led Mr.
Russell to suggest in 1975 that
Alcan form a Bermuda-based in-

surance subsidiary to participate in
the· international insurance pro-
grarn.

Still participating in Alcan's
property insurance are Lloyd's of
London, as lead underwiter, and
the Allendale group, as a 30% coin-
surer and engineering service pro-
vider.

As with the property insurance
program, Mr. Russell inherited a
progressive marine insurance pro-
gram on which to build.

In the 19505, Alcan started buy-
ing its marine insurance on a cost-
plus basis under what is now called
a cumulative retrospectively rated
insurance policy.

Premium adjustments under
this type of policy are based on the
cumulative loss experience under
the policy from day-one instead of
on annual loss experience. That
gives the policyholder the benefit
of good loss experience over a
longer period of time than the typi-
cal annual retros.

"They were unbundling services
in the 1950s. That's fantastic," Mr.
Russell says.

The marine insurance program
was brought into the captive-fund-
ing mechanism in 1978. .

Brazil that is the exact reverse of

the philosophy of the worldwide ·
program. Instead of insuring all
property against all risks at re-
placement value as he does under
the global policy, Mr. Russell de-
cided to selectively insure property
in Brazil against specific risks of
loss and to carefully selected ·limits
-but staying within the law.

"We select against the insurer,"
he explained.

The risk management depart-
ment conducted extensive risk

analysis exercises not needed.
under the worldwide program.

The plant network was divided
into independent fire areas-more
than 200 of them-and each area

was examined for severity and fre-
quency of loss. From mining to re-
fining and rolling to extruding, it
was decided area-by-area what to

insure and for what values.

Loss-control manager R. Ian
Stronach used a combination of loss

data from insurance companies and
his own intuition to determine

what the exposures to loss were.
"I have a good knowledge of how

things burn," Mr. Stronach said. "I
can look at a plant and say that will
burn but it will only burn itself, or,
it won't burn itself to the ground. I
know the capabilities of our protee-
tion, the municipal protection, plus
the physical elements of construe-
tion. I have a pretty good idea of
what our maximum feasible loss is.

"Then, I use the historical data of

insurance companies to detemine
what we can expect to lose, plus my
own intuition. I say, for example,
there would be a 60% to 80% loss,
without looking at a dollar value
yet. I don't want that to influence

my decision-making.
"I then take the probability of

this event-determined as low, me-

dium or high-again based on in-
surance industry figures.

"Then I look at the asset value.

"Take a part room. Say there is
$100 million there. But the proba-
bility of fire is·low-there is noth-
ing there to burn. Therefore, there
isnothing to insure.

"Now look at a carbon plant,
with fire protection. It's an $80 mil-
lion facility. A fire in a carbon
plant usually is up to 70% burnout.
We know the loss is of medium fre-

quency. We look at that. We don't
assign weights and multiply the
asset values. Based on the asset

value and. medium frequency of
loss, we insure that."

"We insured some for full re-

placement value and others for

nominal amounts to comply with
the law," Mr. Russell said.

The result: The fire insurance

premium was· cut by 30% "without
losing one iota of coverage."

A similar exercise was per-
formed for the plants in India,
which also precludes Alcan from
using its global insurance program.

The time and effort this work

takes paid off in savings in Brazil,
but "it would be a nightmare to do
it on every plant-that's why we
buy a portfolio cover worldwide."

"I intuitively do this elsewhere to
get an _ idea of the exposure," Mr.
Stronach noted.

"This does not mean we do not

have to analyze risks," Mr. Russell
stressed. "We have to do that for

loss control anyway, but risk selec-
tion does not become part of the in-
surance negotiation." .

6 *We Listen BeforeWe Speak
(Then we speak your language)

Language is complex.Words, phrases,
parts of speech all play their role. Jargon and
vernacular unique to special interest groups
help modify language and make communica-
tion more effective.

But communication is a two-way street.
While someone is speaking or gesturing.
someone else has got to be paying attention.
And.then, theyve got to understand the words
and gestures that are such integral parts of
communication.

All too often, though, no one is listen-
ing. After all, its easier to supply cliches or
prefabricated solutions to problems.

Thats not BRI s style.We communi-
cate in ways that are effective and profitable to
you. If that means learning your business
from the ground up, we learn. If it means
planning new ways to retain funds internally,
we plan. If it means inxestigating international
law we investigate. And if it means helping
you restructure procedures to minimize
exposure. we help.

BRI is in business to hear you. And
we' re in business to help you. So ifyoure
planning a risk management program, let us
listen. Or if you want to re-evaluate your cur-
rent coverage, let us listen. Because thats
the beginning of
communication. Speak to us.

BRI Coverage Corp.
156 William Street, New York. NY 10038 212-233-7171
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Delegating details
serves Russell well

Deal in concepts and delegate the
details.

It's a simple enough management
principle, preached by many and
practiced by few.

Eckart Russell both preaches and
practices delegation, which is how
he manages the worldwide risks of
Alcan Aluminium Ltd. with a staff

of only six and yet also leaves the
office most nights by 6 p.m.

Delegating the details gives
Alcan an efficient risk manage-
ment program and Mr. Russell the
time he cherishes to pursue other

Delegating the details gives Mr.
Russell time to enjoy his
grand piano.

Photo: Walter Parker
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interests.

In the evening and on weekends,
he plays Schubert on his grand
piano, reads a Russian classic and
plays with his new daughter, Lily,
who was born last month. For ex-

ercise, he skis during the winter,
runs during the summer and keeps
up with chores at his farm outside
of Montreal, chopping wood and
tending the vegetable garden.

"You need the ability to detach
yourself from your job, not because
you will go crazy, but for your per-
sonal development. You need dis-
tance from it to keep a perspective
on what you are doing.

"You have to guard your own
mental and spiritual resources. You
cannot spend all day and night
solving material problems. You'll
be left with no center, no personal-
ity. You can't deal with the com-
plexity of the human side of the
business."

At work, Mr. Russell doesn't
know where a single document is
filed, but his staff does.

He doesn't dabble in the petty
day-to-day problems of insurance
programs in more than 30 coun-
tries. The local brokers and insur-

ers do that.

He does zero in on the essence of

problems presented to him by
Alcan overseas management who
need solutions right away. He
draws on his strengths of a prob-
lem-solving mind and the right
contacts in the right places to ac-
complish what he wants.

"My job is a combination of
scheming, implementing and moni-
toring," he says. "The risk manage-
ment function in my context is not
one lean manage if I put out all the
fires myself. I have to.rely on a
myriad of other people and manage
these resources effectively."

When the secretary of an Alcan
affiliate in Australia called with

concern that a new law precluded
corporations from paying the pre-
miums for liability insurance for
their directors and officers, Mr.
Russell didn't sit down to contem-

plate how to solve it. Instead, he
called the Marsh & MeLennan of-

fice in Australia and asked, "Is
there any way the Australian
directors and officers can be cov-

ered by our global D&0 program?"
The answer came back: "Yes."

The solution: An employee of
Alcan in Australia could act as an

agent and collect premiums from
the individual directors and offi-

cers and send the premiums to
Alcan in Montreal as a contribution

to the global liability program.
That saved the officials a bundle.

The price they would have had to
pay to buy the insurance locally ap-
proached the total cost of Alcan's
global D&0 coverage.

"That took me 15 minutes of re-

search and fact-finding and delega-
tion."

Mr. Russell says he gets this kind
of service everywhere in the world.

"You have to know where to go
for·reliable information. You go to
the top people in the brokerage
firms and insurance companies.
You have to know who they are
and where they are. That's why I
never miss an opportunity to meet
key people who are experts in their
field."

He contends that his access to top
people is not just a function of his
buying power as risk manager for
Alcan. "You don't get access just on
buying power, but on the credibil-
ity and respect you have in your
business."

He renews that credibility and
respect every day, says Pierre Ca-
tudal, assistant.risk and insurance
manager at Alcan.

"I marvel at how he takes the

lead when talking with attorneys
or claims managers. He has a great



analytical mind. When he detects a
weakness, he'll say, 'Tell me that
again.' And then they see the prob-
lem, too."

Mr. Russell says the key to dele-
gation is not doing anything some-
one else can do. "I would rather
show someone else how to do it
than do it myself because these
tasks reoccur and hopefully I won't
have to explain it again."

He wonit have to tell Mr. Catudal
again that the global liability policy
doesn't exclude nuclear risks.

With a bit of embarrassment, Mr.
Catudal recalled that when work-
ing on the German insurance pro-
gram, he thought that Alcan would
have to purchase a separate excess
insurance policy to cover its radia-
tion contamination exposure under
West German liability law.

"I thought it wasn't covered in
our comprehensive general liabil-
ity policy. But he said, 'There's no
nuclear exclusion in our bumber-
shoot,"' which is Alcan's broad um-
brella policy issued,by Lloyd's.

There are some tasks Mr. Russell
admits need his expertise, espe
cially the "fuzzy" questions from
operaung facilities wanting to
know "Are we covered?"

A pilot strike in Alcan's deep-sea
port in Jamaica was holding up a
delivery of oil for Alcan's mining
and refining facility there. The
captain of the ship carrying the oil
said he wouldn't enter the port
without a pilot unless Alcan signed
an agreement holding him harm
less for any damages.

"My visibility as risk manager is
such that they wouldn't sign a re
lease without going to me," Mr
Russell said with a hint of relief.

"Obviously, our people felt very
strongly there was little risk and
wanted to get rid of the problem by
signing the release."

Mr. Russell's response was to "go
through the problem with our peo-
ple, step-by-step. I asked them,
'What can happen?'

"First, the ship could sink and
people and cargo and ship would be
lost, for all of which we could be
held responsible. Secondly, the ship
could run into our dock and do
damage to us for which we could
normally hold the ship responsbile
Thirdly, our operations in Jamaica
could be interrupted because we
depend vitally on this port.

"Then there was the question: Do
we need the oil very badly?

"The first thing that came to
mind was the ironclad principle:
Never relieve a captain of a ship of
his full responsibility. He knows
how to navigate the ship, not us.

"Secondly, I asked, Who has to
go into this port more urgently?
The ship or we? What's the bar-
gaining position? Do we need the
oil very badly or does the ship want
to discharge the oil very badly.

"Then, I asked, who most re-
sponsibly should take this risk? It
would appear to be the shipowner
because he already has insurance
for people, for the ship and there's
cargo ihsurance."

Mr. Russell suggested that the
captain contact the shipowner and
ask that the ship's insurers extend
coverage for him to enter the port.

Mr. Russell also added that if

Alcan needed the oil and the cap-
tain still was reluctant to deliver it,
Alcan could make a concession on

damage to its own facilities and
have its insurers to waive subroga-
tion rights for any damage.

In the end, the ship delivered the
oil with full responsibility.

"The bargaining position was in
our favor and the logic was in our
favor. There was no reason to free
the captain of his natural responsi-
bilities," Mr. Russell explained.

Another call asking "Are we cov-
ered?" came from West Germany.

A plant was blacked out after it
blew its main transformer. It would
take about a year to replace the
transformer, creating about a $100
million business interruption loss.
Although the loss was fully in-
sured, the plant management

wanted to stay in operation.
The temporary solution was to

string a two-mile transmission
cable to a non-related neighboring
plant with an extra transformer
that it was willing to allow Mean to
use. The Alcan plant had power
again within four or five days.

A week later, Mr. Russell re-
ceived a call from the managing
director in Germany. The generous
plant that was lending Alcan use of
a transformer was now asking for a
full hold-harmless agreement to
cover it for any damages i: might
suffer if it needed its spare trans-
former and Alcan had damaged it.

The neighboring plant was a
smelting plant. If it lost power, the
pots would solidify. The loss poten-

e

tial was estimated at about $100
million.

"We are insured for this, aren't
we?" the managing director asked.

"No," Mr. Russell answered.
One might think the logical solu-

tion would be to submit the prob-
lem to Alcan's insurers. "We could
have told them, 'If we don't sign
the agreement, our neighbors will
cut the power off and you'll get the
$100 million loss.'"

Mr. Russell decided he wasn't
likely to get a straight answer from
an insurer on a proposition like
that. "The insurer wculd most
likely say, 'Present us with the loss
once you have it.'

"It occurred to me if anyone
would cover the interruption expo-

sure on that neighboring plant, it
would be the insurers on that
neighboring plant because they
know it.

"So, I asked if they had ma-
chinery breakdown or interruption
cover already in existence. The an-
swer was no. Then I asked if it
could be taken out, which seemed
possible because it's not compli-
cated.

"So I suggested that the Alcan
managing director go to the neigh-
boring plant's insurance depart-
ment and suggest they buy the in-
surance."

But, who would pay the $200,000
insurance premium?

"To have that clarified, I got our
claims adjuster on the phone. I sub-

mitted that the insurance premium
be part of our business interruption
claim, to which he agreed over the
telephone."

With a few telephone calls with
top people, Mr. Russell solved the
problem within 24 hours.

The principles behind his ap-
proach to these problems are:

• Understand the problem-
with full understanding of all the
background. Determine who is in
the driver's seat. What is a reason-
able expectation? What is insurable
and by whom?

• Know the people you are deal-
ing with. Have the personal contact
with the right person and the con-
fidence that you can rely on his
word. •

0-00-

0

Y
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Coverage benefits outweigh cost
Alcan Aluminium Ltd doesn't ance, says Mr Russell, "is to get rid ties and the loading for profits and irrelevant "

loss prevention?

need insurance to survive of potential variations in earnings " uncertainty is small, the net cost of On the local operating level, That, Mr Russell observes,

4,There isn't one insurable risk In most cases, there is only a insurance is reduced If that condi- however, where local management doesn t jibe with property insurers
that threatens Alcan's survival," marginal cost and a marginal bene- tion exists, and you can get rid of a has responsibility for profits and in tests
says risk manager Eckart Russell fit large risk for a small cost, 1ndulge many instances answers to local "It always struck me that insur

4,

So why does Alcan spend about SO,
shareholders as well, the point of ers have a one-dimensional point ofyou measure the cost and in insurance But if the insurance is$15 million a year on insurance and benefit in terms of the ultimate relatively expensive and the units risk transfer is very relevant and view on fire loss prevention-pre-

pour millions of dollars into prop- goals of the corporation. of risk removed are insignificant, often the retention is very low vention at any cost," Mr Russell

44 The financial objective is to don't buy it "
Mr. Russell looks at the needs of said

erty and business interruption loss-
prevention measures" maximize the shareholders' wealth, each local company

Because the value of the insur- which is a function of earnings " Mr. Russell also recalls another
"We arrange a tailor-made pro- This puts property engineers in

anc eor the loss -prevention Shareholders also want confi- test for buying insurance, taught by gram with limits and deductibles the same league as government in-techniques passes the cost/benefit dence in the estimates of those his predecessor, John H Hale, who that suit them based on the broad spectors, he says "They are per-
test, Mr Russell says earnings, however is now a senior vp of Alcan and one coverage already established under ceived as a necessary evil

The cost/benefit test for buying Buying insurance reduces earn- of a four-person team comprising our worldwide policies " "The trick is put the loss-preven-

insurance starts with defining the ings and so increases the required the office of the president. The deductibles assumed by local tion question into the heads of line
cost of insurance rate of return, but it also increases "A $10 million loss is not a catas- companies can be as low as $100,000 management by relating it to

"It's not just the premium you certainty about earnings trophe," Mr Hale told Mr Russell and as high $1 million operating objectives, which are to

pay out, because you get a portion With this foundation, Mr Russell "But if you could have had insur- Alcan's insurance subsidiary in produce, to sell and to make prof-
back in claims Therefore, the cost then analyzes the efficiency of pur- ance for it for a few nickels and Bermuda insures or reinsures the its "
is the premium minus what you re- chasing insurance dimes and you don't have insur- difference between the deductibles Alcan's risk management depart-

ceive in loss payments "Where the insurance market is ance, that could be a catastrophe " taken by local companies and the ment does this by determining the
The benefit of having the insur- well spread, there are good statis- Mr. Russell won't discuss the spe- Alcan group's retention under the rate of return for each investment

cific retentions Alcan has taken, global policies in fire prevention

but they are substantial All Alcan's insurance needs- The cost of every fire prevention

"Our retention level is largely property, casualty, fidelity, marine recommendation made by Allen-
governed by administrative rea- -follow a similar pattern dale Group engineers lS compared
sons, not risk transfer considera- The cost/benefit test applied to with the present value cost of the
tions," Mr Russell explained property conservation expendi- expected losses that would be pre-
"From a risk transfer point of view, tures is Is the value of the loss pre- vented Capital budgeting and loss
$1 million to $5 million may well be vented more than the cost of the forecasting techniques are applied

CAPTIVES? Property risks inspected annually
Alcan Aluminium Ltd 's 200 plants at the drawing board stage Alcan mills, must be carefully en-

plants around the world are in- Mr Stronach sees all requests for gineered A loss of power to a
spected at least once a year by loss- authorization of funds for new smelter, for example, could cause a
prevention engineers armed with projects When one hits his desk, it catastrophic loss if it lasted long
HPR standards normally contains only a small enough for the pots to solidify- It

The engineers, usually from Al- amount of technical detail He im- takes at least four to six weeks to
. lendale Insurance Group, look for mediately contacts the project man- put a smelter back in operation,

any problems in "human element" ager and a full four to six months to get

aspects of loss prevention and "We sit down with the project it operating at maximum efficiency
physical protection that don't com- engineers and give them design again
ply with the standards for rating criteria We basically tell them Therefore, power stations aren't

property a highly protected risk what areas need protection and the built on earthquake faults and
The so-called human element in- methods to protect them We give power lines that run through

cludes housekeeping, the place- them the generalities and we agree mountainous areas pre carefully
ment and maintenance of fire ex- on the design criteria-the philoso- designed to withstand mudslides
tinguishers, warehousing proce- phy "

and avalanches

dures and maintainance of flam- At this point, Alcan calls in the When a risk can't be engineered

• Details of Incorporation mable liquid rooms Allendale engineers and outlines out, a backup system is installed
"They are the things that in what they are building and how In the United Kingdom, for ex-

• Payment of Claims themselves don't have a capital cost they plan to protect it "We ask ample, Alcan's own powerhouse
associated with remedying the them if they agree philosophi- feeds 1ts large aluminum smelter

• Claims Investigation problem," explains Loss Control cally," Mr Stronach says Only two of the three generators

Manager R Ian Stronach "And, are needed to provide enough

• Risk Management they are usually low loss potential- Then, as the project progresses, power But even with this extra
type things " Mr Stronach works with the generator, and one tie line from the

• Reinsurance Physical protection includes project engineers on the nuts and national power grid to replace a
measures that do have a capital cost bolts of the protection engineering, second generator if it went out,

• Captive Company associated with them, such as which he calls the detailed engi- Alcan decided to spend another $8
sprinkers and fire pumps neering stage million to build another tie line for

Management The sprinkler systems are re- "Once we put our detailed pack- full power backup
viewed against insurance company age together, we ask Allendale en- Both tie lines were needed in

• On Shore or Off Shore standards Fire pumps are checked gineers to look at it for compliance January when there was a full
against the design standards Build- with their standards I can do that power failure in the Alcan power
ing use iS checked against the fire myself, but I don't see why I station
protection

should " The power station was down for

The reports are submitted to The best engineering, however, only an hour and a half, however, a
Alcan and reviewed by Mr Stron- doesn't prevent all fires in the alu- much shorter period than the six-

Captive Services are available ach, who was hired in 1980 by Risk minum business Rolling mills, to 10-hour maximum that a smelter
thru these Crump omces: Manager Eckart Russell where slabs of aluminum are can be without power and remain

Under the human element re- turned into sheets and coils of undamaged
Benson Insurance Agency • Naples, FL view, fire extinguishers may be varying thicknesses, are a major While the Alcan risk manage-
Crump Associates • Knoxville, TN missing or sloppy housekeeping fire risk ment department does not handle
Crump/Central Arkansas Agency • Little Rock, AR "You have to use a highly com- personal loss-control programs be-
Crump/Harris, Inc • Philadelphia, PA

found. Under physical protection,

Crump-Nashville • Nashville, TN
the engineers may find a building bustible lubricant," Mr Stronach cause workers compensation con-

Crump-Spencer Murphree, Inc • Jackson, MS
contructed for one material is now explained Depending upon the na- cerns are assigned to another de-
used to house another material, so ture of the mill and the material partment, it will be expanding its

Crump Strange Agenc* Inc • Houston, TX the fire protection needs upgrad- being rolled, a fire every two loss-prevention work in the future
E H. Crump (Bermuda) Limited • Hamilton, Bermuda
E. H Crump & Co • Memphis,TN

ing weeks might not be unusual In an- in analyzing machinery break-
'We don't get too many sur- other type of mill or with a differ- down exposures

E H Crump Company ofGeorgia • Atlanta, GA prises," Mr Stronach says "And ent product, there might be only "It's not neglected now, Mr

Fisher-Brown • Pensacola, FL the more I visit the plants, the one fire a year Stronach says Plant management
Goodwin-Gauthier Insurance Agency • Baton Rouge, LA fewer surprises I get " Generally, the rolling mills are tends to the needed maintenance
Kindler & Laucci • San Francisco and Los Angeles, CA
Kingman/Spencer Agency • Titusville, FL

Mr Stronach can't visit every protected by carbon dioxide sys- and Allendale Group engineers
LaBow, Haynes Company • Bellevue, WA

plant every year, however, and so tems Since these systems can fail, perform boiler and machinery in-
he relies on these reports "We the plants are equipped with spections
know their standards so we know backup systems to save the mill Mr Stronach, however, would

EHC how to interpret the reports," he from a major loss that could cost $2 like to do more analysis of the ma-
says If Alcan decides against a rec- million to $3 million chinery breakdowns to better de-
ommendation, 44we give the engi- The nature of the backup system termine where the potential losses

E.H.CRUMP neers the reasons why " depends on the capabilities and fa- are
Some companies have their own vored technology in the country In "A lot of this information is

 COMPANIES,INC. staff to conduct their own inspec- West Germany the backup is foam, passed around now by the plant
tions each year in addition to the while in the United States it is a managers, but we want to quantify

5350 Poplar • Memphis,TN 38117 insurance inspections "I'm not sprinkler system, for example this potential as we are the fire

b *- 901/761-1550 convinced we need to," Mr. Stron- Alcan's catastrophic loss expo- side," he says
"

ach says sures extend beyond fires in its The frequency of events lS pO-

neering for fire prevention and which generate the massive machinery lS not maintained prop-
-- loss-control engineering at Alcan amounts of power needed to run erly," he points out



Recently, for example, this meth-
odology was applied to a recom-
mendation that Alcan install sprin-
klers to protect a conveyor.

"We didn't think the large capi-
tal investment was justified due to
the extremely low probability of
the event occurring, even though
we realized if it did occur, we could
have a major fire," said R. Ian'
Stronach, Alcan's loss-control man-
ager.

To prove it to the Allendale engi-
neers, Alcan laid out on paper a
comparison of the capital cost of
the sprinkler with the present
value of the expected losses to be
prevented.

To determine the present value
of the losses that would be pre-
vented, Alcan's risk management
department determined the proba-
bility of fires occurring, using data
on losses obtained from its un-
derwriters.

"We took the best available in-

formation," Mr. Stronach ex-
plained.

"We determined the probablility |
of any fire occurring and then from 1
similar loss data we built a severity
distribution. Knowing the costs and
revenues of our plants, we then put
our own dollars and cents to that,"
he said.

Alcan also estimated the physical
damage loss from a fire based on 1
historical loss data. It used the con-

struction scheduling that went into
building the plant as a guide for de-
termining the cost to replace it.

Based on the severity distribu-
tion, Alcan calculated the expected
losses and annualized them.

When the capital cost of the
sprinkler was compared with the
present value of the expected
losses, the sprinkler cost more than
the value of the losses it would pre-
vent. The sprinkler was not in-
stalled.

"We apply this methodology to
get both results-to get operating
management to do what it doesn't
want to do, and to not do what we
don't find cost-efficient," Mr. Rus-
sell said.

This rate of return test-albeit a

hypothetical rate of return-gets
people interested in fire prevention
investments, Mr. Russell says.

"This is a management approach
that pulls risk management out of
the obscure and puts it into the line.
You are talking like line manage-
ment where every move they make
is boiled down to its return on in-

vestment."

The Allendale Group engineers
"also are responsive to sound rea-
soning," Mr. Russell says. "They
aren't as rigid as people might
think."

Alcan's risk management depart-
ment has found that of the hun-

dreds of fire-prevention recom-
mendations they have measured
against this test, the largest number
are high-cost and low-benefit.
"Those, you don't do," Mr. Russell
says.

Of the rest, half are low-cost and
high-benefit. Those are imple-
mented right away. The other half,
where the cost and benefit are

equal, present "the most difficult
decisions. If the cost and benefit are

equal, you use your judgment."
The fire-prevention measures

that pass the cost/benefit test can
be mighty costly.

Included in the $50 million cost
of the Kitimat, British Columbia,
smelter was $1 million for fire pre-
vention systems. In the construe-
tion of the $500 million Grande
Baie, Quebec, smelter, $8 million is
being spent on fire prevention. The
figures work out to about 2% of
budget spent on fire prevention.

"The years and years of beating
the drum are showing results," Mr.
Russell says.

In 1981, for example, Alcan
plants suffered 547 fires with a
combined loss value of $4.4 million.
There were no catastrophes.

"We consider that an excellent

record," Mr. Russell said.
But the risk management. depart-

ment isn't content with an excel-
lent record. The elaborate fire loss
reporting system established in
1981 that produced those figures is
designed to increase Alean's
knowledge about fires in the alumi-
num business and find new ways to
prevent and control them.

"We don't need engineering
standards," says Mr. Russell. "What
we really need is technical knowl-
edge of how fire behaves in certain
circumstances. We need to know

how big a loss we could have and
what means of prevention are
available-from Volkswagen to
Cadillac. With this knowledge, the
decision is made based on return on
investment.

"I don't need a big manual that
says sprinkler everything that
burns. We look at fire risk:, mea-
sures of protection, effectiveness of
protection, cost of protection and
effectiveness of protection against
the cost." .

UUSEneSS Z765UTURCe, April 13, 13OZ / Ua

3 TIPS FOR TOPRISK MANAGEMENT PROGRAMS

*®
WARREN, McVEIGH WARREN, McVEIGH, THE UMBRELLA BOOK
& GRIFFIN, INC GRIFFIN & SAVAGE The most comprehensive
Management Consultants & Claim Management Consultants reference ever published on
Actuaries Specializing in Risk & Auditors umbrella&excess liability
& Insurance Insurance

dk0 -BooF-• Claim Audits

• R.M. ProgramAudits • Claim Administration Program • Catastrophe Program Structure
• Captive Audits Design • Umbrella & Excess Liability
• Risk Funding Alternatives • Claim Administrator Evaluation Policy Defects
• Actuarial Studies • Pre-Dividend Reserve Analysis • Alternative Form Comparisons
• R.M. Information System • Claim Documentation • Effective Market Selection

Design • Defense & Subrogation • Increase Coverage Scope
• Risk Identification &Analysis Effectiveness • Litigation Assistance

General Offices: 1420 Bristol Street North • Suite 220 • Newport Beach, CA 92660• (714)·752-1058
Northern California: 1700 Montgomery Street • Suite 220• San Francisco, CA 94111 • (415) 433-6974.
During the RIMS Conference, please drop by to see us in Suite 8088 atthe Sheraton-Washington Hotel.

NICAUTO ENTRY
COMPUTER SERVICES NEWS

Automated group claims reporting
boosts productivity, attracts clients.
Gallagher Bassett:
IVICAUTO system provides
a competitive edge.

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

According to Robert Strom, vice-
president of field operations, the sys-
tem allows the company's employee
benefits administration division to
offer better client service.

"Not only does GCRS pay claims,
it verifies eligibility, confirms cover-
ages, prints invoices, and produces
almost instantaneous daily and month
end financial summaries. It signifi-
cantly improves our clients' ability to
manage the costs of their benefit
plans'.'

Information control through
distributed processing.

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

A minicomputer, leased from
MCAUTO, controls the CRTs, line

printer, and local storage, allowing

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

complete control of all claims func- vider identification, calculates bene-
tions. Information is instantly available fits according to user-controlled
for screen editing and daily process- schedules, checks policy limits and
ing before transmission to MCAUTO deductible provisions, and adminis-
for batch report processing. Reports ters coordination of benefits.
are printed in the claims office. For more information, call (314)

232-8021. Or just mail the coupon.
Claims output increased 30%.

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

Strom states, "Before GCRS, our
monthly reports were released 35
days after close of business #or the
claim month. Now reports are ready
for distribution by the third working
day. Daily claims output is up 30%.

An alternative for large
companies: On-line
claims processing.

MCAUTO also offers a group
claims process system (GCPS) that
puts large insurance companies in
direct contact with their own or

MCAUTO computers. GCPS instantly
verifies claimant eligibility and pro-

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

El Please send me information on MCAUTO
Insurance Systems.

0 Have your representative phone
me for an appointment.

Name

Title

Company Name

Address

City

State ZiP

Phone

MCAUTOr«
MCDONNELL DOUGLAS *1
Setting the standard in computerservices l.->'<20/-
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Irish project tests Russell's mettle
Eckart Russell grabbed his Sony ance industry," he explains. tional insurance risks for Alcan.

Walkman, a good selection of clas- He took nine more trips to Ire- The project presented all the
sical tapes and jumped on a plane to land-and read all of Joyce's works challenges he faces in managing
Dublin as soon as he learned that -in the process of setting up the risks in more than 30 countries:

Alcan Aluminium Ltd. planned to insurance program for the $1.3 • Gaining sufficient control to
build a major plant in the Republic billion project. properly manage the risks while
of Ireland. With a grasp of Irish culture and recognizing the needs and concerns

There, for the first few days, he business, he set up the insurance of outside interests, in this case two

he met with people in the insur- program before the project part- other multinationals.

ance business, visited the project ners had requested bids. "You have • Coaxing a progressive insur-
site, sat in pubs and drank Guin- to be in there early, not late." ance program out of a less-sophisti-
ness with the locals and read "The Mr. Russell's risk management cated and restrictive local insur-

Dubliners" by James Joyce. work on the project in Ireland, ance market.

"I didn't know much about Ire- which was begun in 1978 and now • Building enough rapport with
land and I wanted a feel for the is 75% complete, provides a vi- local insurers and brokers to trust

people, the economy and the insur- gnete of how he handles interna- them to oversee his program and

,
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Work on the huge, $1.3 billion Alcan facility in the Republic of Ireland is now 75% complete.

f t

Could your employee

benefit plans be more

cost effective?

follow instructions sent from Mon-
treal, precluding the need to hire a
local risk manager.

• Keeping a clear head on trans-
atlantic flights.

When the partners agreed to the
project, Mr. Russell was authorized
to create and chair an insurance

committee of the risk managers of
the three partners. He admits his
leadership was enhanced by
Alcan's majority interest of 40% in
the project compared with the
smaller investments by a Royal
Dutch Shell subsidiary and Adan-
tic Richfield.

The committee was charged with
buying sufficient insurance in line
with the thinking of the partners.

Mr. Russell wrote the specifica-
tions for a complete wrap-up insur-
ance program with the cooperation
of a local broker, Mathews Mul-
cahy & Sutherland Ltd., a subsidi-
ary of C.T. Bowring, which at the
time was a correspondent of Marsh
& MeLennan. Since the M&M ac-
quisition of Bowring, the local bro-
ker is even more closely linked to
Alcan because M&M is Alcan's
principal broker.

The specifications went out in
1978 to a local insurance market

guaranteed the business by laws
forcing local purchase of insurance.
But, the local markets lacked the
capacity to underwrite the insur-
ance needed for such a project that
was 20 times larger than anything
ever built in Ireland.

"The project created :remendous
expectations in the local market,
but there was not enough capacity
to support it," Mr. Russell recalled.

"It was similar to situations in de-

veloping countries with a small in-
surance market and protectionist
laws.

"But the Irish are intelligent peo-
ple, so it made for an interesting
experience. The level of expertise
and knowledge in the insurance
business is quite elevated in Ire-
land, which you canno: say for de-
veloping countries. And it is liberal

' The EBPR Research Reports can help.

This weekly loose-leaf service concentrates

on plan design and administration, using numerous examples of

actual plans in operation.

Find out how your benefit

operation can be more cost efficient

read the EBPR Research Reports.

just send us the coupon at
right to receive more information
about the comprehensive services
available in the EBPR Research Reports.

Charles D. Spencer & Associates, Inc.
222 W. Adams Street

Chicago, IL 60606
84

Please send me information about

the EBPR Research Reports

Name

Title

Company
Address

City

as well"

The wrap-up program was con-
structed with the Insurance Corp.
of Ireland, the largest national in-
digenous insurance company.

The property insurance was
structured under a program with
ICI as local insurer. ICI received a

ceding commission for reinsuring
the $75 million first-loss, all-risk
policy with the project partners'
worldwide insurance programs, in-
cluding their own insurers.

The employers' liability risk pre-
sented a more difficult problem.

Workplace injuries in Ireland
aren't handled under the no-fault
workers compensation systems of
North America. Instead, injured
workers in Ireland file a claim

against the employer and the em-
ployer has to defend itself.

Although the employers' liability
risk could have been self-insured,
the partners decided against it.
They needed local defense services
and they wanted an insurer as a
buffer between them and a con-

struction workforce that would
peak at 5,000.

Again, ICI seemed like the logi-
cal company.

But, Mr. Russell was concerned
that loss experience on other
projects in Ireland might not be re-
flected in this huge project.

On one hand, the big corporate
names behind such a big project
might induce more workers to file
claims for injuries more frequently
and for larger amounts.

On the other hand, the losses
could come in far less than ex-

pected. Mr. Russell, accustomed to
buying insurance on a cost-plus
basis, didn't want to be over-
charged on a guaranteed-cost basis.

The cost-plus insurance contract
"was very difficult to sell to the
Irish. They di(in't know it. They
didn't understand it. And they
didn't know how to cost it out."

Mr. Russell wrote an incurred-

loss retrospectively rated insurance
policy, based on North American
cost factors.

"It took a fair amount of explain-
ing, " he said, but ICI finally ac-
cepted it. It was the first retro pol-
icy ever written in Ireland.

General liability insurance was
much less of a problem. A primary
policy for $5 million was placed
with ICI with the excess insurance
policies of the partners committed
to pay any larger loss.

The program is now running
without a local risk manager, in
line with Mr. Russell's preference.

Senior people at Mathews Mul-
cahy & Sutherland, Marsh &
MeLennan in Montreal, the Allen-

dale Group's engineering division
in the United States and the con-

struction company in Ireland re-
port progress to Mr. Russell.

"The pipeline is set up. I just
have to put steam into it once in
awhile," he says.

Mathews Mulcahy employees
handle claims, work with contrac-
tors, monitor the contractural
agreements and supervise the loss-
control programs.

Allendale and Alcan engineers
are monitoring both the loss-pre-
vention engineering and the on-site
loss-control activites.

It is working well, Mr. Russell
says, because "I keep in contact
with top people, in this case the
managing director of the local bro-
ker. He has assured me nothing
will go wrong and he keeps a guid-
ing hand on it."

No major losses have occurred on
the project.

Mr. Russell weathered the 10

trips to Ireland to set the program
up with his usual style. While
winging across the ocean, he lis-
tened to tapes and read Joyce.

"I use the time on planes to relax
and dream. I'm careful not to burn

myself out."



Responsibilities
transform Russell

into a globetrotter
Eckart Russell got into the insur-

ance business because he wanted to
see the world.

He sees a lot of it as Alcan Alu-

minium Ltd.'s risk manager.
At the peak of effort to construct

Alcan's global insurance programs,
Mr. Russell was on the road and in

airplanes about 50% to 60% of the
year, visting more than 30 coun-
tries.

Now he travels abroad when

needed, about 30% to 40% of the
time, and assigns more trips to
others on his staff. When he makes

a special-purpose trip, he expands
it to include courtesy calls on
nearby operations.

He also sees a nice piece of the
world from his 41st-floor corner of-
fice in the Place Ville Marie in

Montreal with a sweeping view of
Mount Royal and the St. Lawrence
River.

Born and raised in the heavy
industry district of the Ruhr Valley
in West Germany, Mr. Russell
wanted to live in a city after he
graduated from Gymnasium Essen
in Werden.

He headed for the family-related
insurance brokerage in Hamburg
in 1960 at the age of 20.

"I felt insurance was a good busi-
ness in that it was fairly stable and
would forever provide employ-
ment opportunities. Also, having
grown up in a provincial setting, I
was intrigued by the cosmopolitan
nature of Hamburg and the inter-
national trade connection. I wanted

to be an internationalist and insur-

ance seemed to be the sure way."
He didn't pursue a university de-

gree in Germany because "in Ger-
many, that's an endless affair." In-
stead, he began supplementing his
work experience with related
courses, a pragmatic approach to
the education he continues today.

Friedrich Homann, the family-
connected brokerage, sent Mr. Rus-
sell to the London market in 1963

as its representative for a thorough
training in the practices and princi-
ples of the London market. While
there, he also polished his English,
which he had learned along with
French.

Mr. Russell returned to Hamburg
in 1965 and became manager of the
property/casualty department of
Friedrich Homann.

"I was quite successful at a very
young age and very much into the
management and day-to-day af-
fairs of the business," Mr. Russell
recalled.

"I felt I was burning myself out
at a very young age, working 16
hours a day. I wanted to go on a
sabbatical and go to North America
to spend a few years."

In 1968, he moved to Montreal,
attracted by the "bicultural ambi-
ence of the city" and its proximity
to the United States, from which
immigration laws kept him.

Although he was ready to "sweep
floors and do dishes" to support
himself, Mr. Russell found a job
within four days as an account ex-
ecutive for Marsh & MeLennan
Ltd.

A year later, in 1969, he was of-
fered a job at Alcan.

Specifically hired to eventually
take over the insurance function,
Mr. Russell first worked for two

years as a financial assistant in-
volved in financial planning, audit-
ing, financial analysis and manage-
ment. From 1971-72 he was an as-

sistant to the vp of finance for raw
materials.

"I enjoyed the years in financial
management, to see how a multina-

tional corporation functions," he
said.

In 1972, he was named Alcan's
insurance manager, reporting to
the assistant treasurer and "given a
very broad mandate from far-
sighted people."

In 1978, he was named risk and
insurance manager, reporting to
the treasurer.

Mr. Russell's international inter-

ests also led him to accept the
chairmanship of the International
Cooperation Committee of the Risk
& Insurance Management Society.

Continued on next page

An experienced
risk manager will
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weight. An experi-
enced insurance

broker can lighten
his load.
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Duties send Russell around the world
Continued from previous page

The committee's purpose, he says, "is
to develop risk management thinking
around the world, to promote the estab-
lishment of Iisk management organiza-
tions and cocperation be.ween these or-
ganizations and RIMS in the United
States.

"We try b go about it by knowing
major people in existing organ. za.ions,
visiting each other during business
travels to k€ep in contact, giving talks
and helping each other. Now there is a
vast amount of communications be-

tween the various organizations "

The committee work is good for risk
managemen: and good for Mr. Russell,
he says.

aD

a..

"For me, the work in this committee

serves a dual purpose. I owe RIMS a
contribution and I believe risk manage-
ment as a discipline is a growing field
internationally.

"The United States has something to
offer the rest of the world.

"More selfishly, spreading risk man-
agement understanding around the
globe cah only be good for the types of
programs corporations 1-ke mine want.

"My dealings abroad have been en-
hanced by these contacts."

Deciding to go into insurance because
it was an international 6usiness was the

''only career planning I ever did," Mr.
Russell admits. Where .t will lead, he's
not sure.

There still are challenges.at Alcan,

even though the global insurance pro-
grams are in place. He is work.ng on a
proposal for systematically analyzing
and treating political risk exposures, a
project that he plans to complete within
six months.

And he's thinking about how Alcan
could extend the benefits of its own in-

surance company to its employees, per-
haps by selling them automo-Dile and
homeowners insurance. He's convinced

that the insurance car. be provided at
less expense than the commercial insur-
ance markets.

Mr. Russell's broad background and
varied interests suggest he could turn
up almost anywhere in the world at al-
most any job that meets his criteria.

"I am not at all limited in my interests
to the insurance business cr risk man-

agement. What matters to me is any job
I take provides sufficient scope, free-
dom of action and responsibility anc
that it involves the management of peo-
ple and resources "

His choice of 1ccation is no more lim-

ited. He is still a West German citizen,
and although he says he bves Montreal
and would find it difficult to leave, one
deteess a residue of wanderlust in his

heart that could drag him away.
He won't plan his future, or at least

not admit to doing iT.
"I'm not worried about my future.

I've never had to lobby for my advance-
ment," he says matter-of-factly, with-
out a hint of boasting.

Superiors attest to Russell's skill
Alcan Aluminium Ltd. manage-

ment endorsed the nomination of

Eckart Russell for the Risk Man-

ager of the Year competition, and
honored him when he won.

Alcan Treasurer Allan Hodgson,
to whom Mr. Russell reports, said
in the letter endorsing Mr. Russell's
nomination: "He has demonstrated

over the years an exceptional capa-
bility to utilize all available
techniques and tools using his
imagination and natural leadership
to formulate and implement a
worldwide program that responds
to both the diversified needs in a

decentalized organization as well as
the needs of the group as a whole.

"We believe that he has made
maximum use of available insur-

ance markets by seeking out and
combining the best resources for
the benefit of our company."

Mr. Hodgson was among the
Alcan Aluminium executives who
attended a luncheon held in Mon-

treal by Business Insurance to
honor Mr. Russell and to present
him with a plague in recognition of
his award as the 1982 Business In-

surance Risk Manager of the Year.

Alcan Aluminium Chief Finan-
cial Officer John H. Hale and
Alumnum Co. of Canada Chief Fi-

nancial Officer R.F. Sharratt at-

tended the lunch, as did Mr. Rus-
sell's three assistants, including
Pierre Catudal, who nominated Mr.
Russell.

"I was limited by space, not his
achievements, when writing the
nomination," Mr. Catudal said. "He
has done so much."

The 10 judges of the Risk Man-
ager of the Year competition, who
scored the nominees on how well

they met nine pre-established cri-
teria for excellence in risk manage-
ment, agreed, scoring Mr. Russell's
accomplishments the highest.

Among the comments some
judges made were:

"Superb representative of the
risk management profession in the
development of a sophisticated
worldwide program. His interna-
tional admiration and respect is
well-deserved. Analytical and
thorough in all aspects of risk man-
agement."

"This candidate seems to me to

be the best among the best and the
award of Risk Manager of the Year
made to him would honor the

award more than the recipient."
"Excellent performance and

character-outstanding candidate."
"An excellent risk manager."
"Eckart Russell has demon-

strated himself as a true purveyor
of the arts. His programs demon-
strate the work of a real profes-
sional."

"Excellent background and per-
formance and outstanding record
in all criteria." .

business
insurance

Pho*o: Walter PErker

Eckart Russell (left) is awarded a plague for his achievements as
Risk Manager 01 the Year by Business Insurance Publisher Alfred

Malecki and Editor Kathryn J. Mcintyre.

Photo: Walter Parker

The 1982 Business insurance Risk Manager of the Year, Ecka,t
Russell (center bottom row), is surrounded by his staff and superi-
ors: (top row) Pierre Catudal (left), R. lan St·onach and Shelton C.
Prichard, all assistant risk managers, and Richard F. Sha,ratt, chief
financial Dffice, of Aluminium Co. of Canada; (bottom r©w) John H.
Hale Cleft", chief financial officer of Alcan Aluminium Ltd., and Allan
Hodgson, Alcar's treasurer.



FIRST RUNNER-UP

SPENCER J. TRAVER
By KATHRYN J. McINTYRE

AKRON, Ohio-A handwritten sign tacked up on
the blackb6ard in the corner of Spencer J. Travets
office at The BFGoodrich Co. reads: "Obfuscation
and risk management research and development
laboratory,"

"That's what some people think we do
here-obfuscate. And that's what we are-a
research and development lab," Mr. Traver says,
lighting the first of the many Lark cigarettes he
smokes during the day.

"It's trial and error-a 'what-if' game. Everything
we do has evolved using thelaboratory what-if type
of game."

What if risks with property-like character that
traditionally are insured under miscellaneous
policies could be rolled into one global property
insurance program? Would that reduce costs
through economies of scale and broaden coverage?

What if the risk management department
structured the layered property insurance program
so insurers wouldn't need facultative reinsurance?
Would that reduce the cost of insurance?

What if underwriters could be convinced that
BFGoodrich can accurately project property and
liability losses that will strike its highly volatile tire
and chemical business? Would they accept the rates
made by Goodrich and reduce their contingency or
risk-factor charges?

What if BFGoodrich used only one broker on a
strictly fee-for-service basis and made the broker
part of a management-by-objective team? Would
that improve service and efficiency?

These are just some of the questions Mr. Traver,
BFGoodrich's assistant treasurer, and the 14-person
risk management staff he directs
have asked over the last eight
years.

To each question, the answer
was "yes," and each change
helped streamline insurance
purchasing and helped control
the cost of losses and insurance.

The evolution of BFGoodrich's
risk management program under
Mr. Traver's laboratory approach
scored high marks with the
judges of the 1982 Business
Insurance Risk Manager of the
Year and Risk Management
Honor Roll competition. Mr.
Traver's high score earned him
the title of first runner-up in this
year's contest.

Mr. Traver's description of his
approach to risk management as
a what-if game reveals his
tendency to speakin layman's
terms and belies the seriousness
with which he approaches his job
of managing the risks of
BFGoodrich.

The 52-year-old veteran of
insurance underwriting, broking
and risk management establishes
rules for the what-if game that
are as serious as the stakes are
dear: Deal only in facts and not
assumptions. Crunch the
numbers in every possible way
for the best analysis and
projections.find thebetter way
to do it.

"We're constantly looking for-
that better way," says Mr.
Traver, who holds CPCU and
ARM designations. "We ask
ourselves: 'Can we do it better?
Cheaper? Can communications
be improved? Can our product be
improved? Can our funding be
improved?'"

Any change in the risk and
insurance management program
must benefit Goodrich and its
shareholders, Mr. Traver
stresses. "We are non-operational
corporate staff·that supports·our
operating groups. We exist solely
to make.it possible for. the sale of
quality merchandise."

BFGoodrich's 1981 sales of $3.2 billion were made
40% in the tire business, 40% in the chemical
business and 20% in miscellaneous products like
aircraft components, conveyor systems and roofing
materials.

The mix of business screams of huge corporate
property and product liability risks that must be
controlled and financed. And they must be
controlled and financed effectively to support the
corporate cost-control program of BFGoodrich,
which is competing for precioustustomers and
profits·in an economy beset by slumps in the
transportation, construction and mining industries.

The new BFGoodrich blanket property insurance
program bestexemplifies the inventions that spring
from Mr. Traver's what-if approach to risk
management.

What if risks with property-like character that
traditionally are insured under miscellaneous
policies could be rolled into a global property
insurance program? Would it streamline
administration, broaden coverage and reduce costs?

Mr. Traver says it does.
The new blanket replacement-cost property

insurance program that became.effective Jan. 1
covers all corporate property, valued at $1.3 billion
on the balance sheet. The policy combines coverage
traditionally provided under the following
individual policies: named perils, manufacturers'
output, difference of conditions, difference in
conditions, ocean and river cargo, aircraft and barge
hulls, boiler and machinery, auto physical damage,
fidelity/crime and others.

The traditionally separately written policies of
crime, cargo, aircraft and barge hull are *'ancillary

Continued on net page
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What if?' is crucial question for Traver
Continued from prevtous page $10,000 of about 95% of the losses convinced that BFGoodrich can ac-

covers everyone has to buy and that strike The Vermont captive, Goodrich management plays the game, too curately project its property and h-
usually one at a time The cost of managed by Marsh & McLennan, ability losses? Would they accept

them probably lS not significant in participates in the next $1 million Sometimes the what-if questions posed to the risk management rates made by BFGoodrich based

comparison with the total cost of of a domestic loss. The Bermuda- staff at BFGoodrich come from management, such as "What if we on those projections and would

risk, but they are a nagging back- based captive, managed by Armco, acquire this company'" they reduce the contingency or risk

ache," Mr Traver says participates in the same amount on The risk management department is asked this question when the factor in their rates9

Punching a few numbers into his foreign losses. feasibility study is finished Mr Traver found the answers

desk calculator, which he uses Insurance Co of North America Has the risk management department report ever aborted an ac- were yes

often, Mr Traver estimates the is the policy-issuing insurer for the quisition? One suspects so. He's been developing the rates

miscellaneous policies can account property insurance program and "A risk management department that does its job well is not that for BFGoodrich risks for the last

for about 5% of the corporate cost of one of the reinsurers Other risk well-liked in the company," Spencer Traver says, pausing to find a three to six years, first for liability
risk takers on the policy include Indus- memo he wrote once. and then for property

"Because they are only 5%, most trial Risk Insurers (a long-standing The risk management department does not cause costs," he read An exchange with a London un-

people ignore it But we got to BFGoodrich insurer), AFIA, the from the memo. "We simply provide what we consider to be impor- derwriter at one renewal tells of

watching the figure grow under in- markets of Wm H McGee & Co. tant management information and recommendations for remedies " the success

flation and decided there was a de- Inc and Lloyd's of London and Returning the memo to his file, he says, "That's our involvement London underwriter "Your loss

feet in the property insurance London companies on acquisitions, too." estimates are always a little high
form," he explains Mr Traver coaxed the excess in- Are you putting in a contingency

Mr Traver decided the casualty surers together by showing them factor'"

insurance approach of excluding that each didn't have to take a commissions and risk pooling eli- volved "We participate with the Mr Traver "Yes, 15% Do you?"

what isn't covered lS better than piece of each risk in the blanket minated cut the cost? reinsurance broker, we go through London underwriter "Yes, 15%

the property insurance approach of policy The insurer that liked cargo Yes, Mr Traver says, to the tune the process, making presentations Let's get rid of one of them "
more often naming what is Cov- risks but hated crime risk, for ex- of an $800,000 savings in the cost of to the reinsurance intermediaries " Mr Traver and his staff devel-

ered "I wanted one economic ample, could swap its share of the the excess property insurance Layered property insurance pro- oped the formulas for forecasting
package " crime risk for more cargo risk BFGoodrich's property insur- grams have been built before, Mr BFGoodrich's losses, and he is a lit-

Such combining and streamlin- BFGoodrich was the first, and so ance needs, believed to be about Traver admits, pulling out a chart tle guarded about the details of the
ing can cut the cost of the miscella- far only, company to form a Ver- $500 million, are beyond the net from an April 1980 issue of Bust- programs
neous coverages in half, to about mont captive, earning the right to and treaty capacity of any one in- ness Insurance showing how it can Basically, it entails compiling loss
25% of the cost of risk, Mr Traver name the company First Charter surer. forcing the insurer to buy fa- be accomplished In that chart, the experience data for the last 10
says Fewer policies also streamline Insurance Co The $2 million capi- cultative reinsurance same insurers appear in many of years for about 800 cost centers
administration and broadens cover- talization was paid out of a divi- Although facultative reinsurance the different layers of insurance, On property risks, it entails de-

age dend from surplus accumulated in is technically by risk, the insurer is all taking pretty small shares veloping "enormous spread sheets

Mr Traver wrote the policy, the 6-year-old Bermuda captive, going to reinsurers so often for fa- "That keeps a broker rich," Mr to determine the burning rate
formed a Vermont-based captive which for almost two years did un- cultative reinsurance that "like Traver quips, referring to the ced- (losses divided by the exposure
insurance company and sold the derwrite domestic property risks risks tend to get lumped together ing commission the broker gets for base) at every level of loss " Losses
package to a consortium of insurers First Charter's $3 5 million pre- and there lS no specificity in the each piece of the business placed are tracked according to occu-

to come in as excess insurers over mium volume includes premiums rating process " The vertical shares of risk taken pancy, range and peril The loss
basically a $1 million captive reten- for surety bonds and excess work- Mr Traver lS not about to lose by the five markets participating in data is then matched against the
tion ers compensation risks The excess rating advantages BFGoodrich de- the BFGoodrich program reduces value base and the exposure base to

A Vermont captive was formed work comp insurance, however, is serves the number of individual place- develop the burning rates
because that state's captive law of- reinsured out To keep Goodrich's risks out of ments as well as virtually eliminat- The underwriters are given the

fered, among other advantages, the "We have an awful lot of statis- the facultative reinsurance market ing the need for facultative rein- inspection reports, the PML (prob-
freedom from rate and form regu- ties and we know what the price and eliminate the ceding commis- surance able maximum loss) and the rates

lation in the United States that Mr should be If the price in the mar- sion, Mr Traver structured a pro- While not divulging the actual the BFGoodrich risk management
Traver needed to implement this ket is below that, we will take the gram that reduces the insurers' property insurance limits pur- department has calculated
program risk into the captive and reinsure it need for reinsurance on the chased, Mr Traver commented "One young guy asked me, 'Is

He could have used BFGoo- out," Mr Traver says BFGoodrich risk that the policy limits are not a sum- this a misprintp' He'd never seen a
drich's Bermuda captive, Risktech "The market price for reinsur- He divvied the property insur- mation of all the values of BFGoo- rate that low," Mr Traver said, de-
Insurance Co Ltd, but "the unique ance appears to be under where it ance to insurers in line with their drich property "That's ludicrous clining to say how low it was
advantages to Bermuda don't help ought to be at this time," he adds capacity You capture the combined MFL- Although the replacement cost
us," Mr Traver said Buying the coverage as reinsur- "Conceptually, we built a mini or maximum feasible loss " values of BFGoodrich property

With only 15% of BFGoodrich's ance of First Charter instead of IRI," Mr Traver explains, refer- Sometimes, even that limit has to have increased almost 17% a year
business overseas, the foreign tax directly from the excess insurance ring to the stock insurance com- be increased to satisfy lenders, Mr because of inflation and growth,
credits don't pile up to offset the market also earns a ceding com- pany consortium that forms Indus- Traver notes. "They don't under- the real cost of property insurance
tax due on the income of the cap- mission trial Risk Insurers "We went out stand MFLs If you borrow against and self-insurance has been de-
tive related to U S risks Not content with Just the policy and found insurers so that no in- three plants valued at $180 million, creasing a little' more than 2% a

Foreign risks, however, are in- terms and conditions, Mr Traver surer has to reinsure anything of you have to show insurance of $180 year That translates into an annual
sured with BFGoodrich's Bermuda went after the reinsurance behind consequence " million " 12 3% decrease in the rate per $100

captive because tax on income his property insurance program "We eliminated some of the daisy The cost of the property insur- On liability risks, he says, a 40-

earned in Bermuda from insuring What if the risk management de- chain and eliminated the involun- ance program is further reduced by step system is used to forecast
foreign risks is deferred until the partment structured the layered tary pooling of risk inherent in the the low rates Mr Traver has won losses Speaking carefully and mo-
income is repatriated property insurance program so in- retail insurance structure," he says from insurers, another invention of destly. all he will say of it is "It ap-

BFGoodrich retains a $10,000 de- surers would not need facultative When facultative reinsurance is the what-if approach pears we may have developed a

ductible, which captures the first reinsurance9 Would the brokerage needed, Mr Traver likes to get in- What if underwriters could be new formula for forecasting liabil-

Staff organization eases communication
The risk management depart- million on upgrading facilities Adjusters for other types of volved in insurance purchasing, hired 21/2 years ago He handles all

ment at BFGoodrich is structured The claims staff-three claims claims are selected by their exper- broker relations, contract review, taxes and accounting for the de-
by functions, not lines of insurance adjusters, one claims assistant and tise, with six different companies merger and acquisition review, ad- partment, freeing the corporate tax

Communications flow better if one claims supervisor under a cor- used on recurring types of claims vertising literature and product and accounting departments from
financial people speak to financial porate claims manager-is respon- The new blanket property insur- label review, actuarial work and the burden of learning the ins and
people, accountants speak to ac- sible for the management of all ance program presented another computer formats outs of insurance taxes and ac-

countants and engineers speak to claims and lawsuits worldwide, challenge Teaching the adjusters "I'm the risk management de- counting
engineers, Spencer Traver reasons other than self-insured workers what lS covered by it Corporate partment DIC-filling in the gaps,"

.Accounting people don't under-

Loss control, claims management compensation and benefit plans Claims Manager Joseph Sofie met says Ms Gilbert, who also pinch- stand risk management language,"
and finance and administration are The staff handles 2,500 to 3,000 with the broker and the outside ad- hits for Mr Traver when he is trav- Mr Kristancic says He is becoming
each headed by a manager claims a year justers to explain the program eling the interpreter, with only one more

Among the managers' responsi- Using numerous adJusters The finance and administration Also on the finance staff is ac- exam to pass to earn the Associate
bilities is working with the outside around the world, the staff investi- staff, under Deborah Gilbert, is in- countant Gus Kristancic who was in Risk Management designation .
service vendors BFGoodrich uses gates and evaluates the claims, set-
to implement its risk management tles claims and sets reserves
and insurance program The final reserves to closing pay-

The loss-control manager, for ex- ment average as close as plus or Computers help Traver crunch numbers
ample, works with consultants minus 1% The accuracy of reserves
from Factory Mutual System, Hart- pleases Mr Traver, but also con- Spencer Traver will be crunching numbers hooked up to the computer at the office
ford Steam Boiler, Industrial Risk cerns him It's so close, "it's the harder than ever now that he has some new toys "I want to use computer technology to the maxi-

Insurers, American Risk Manage- danger point Dame Fortune has a programs for his Texas Instruments 59 calculator at mum degree to support the functional support we
ment, Schirmer Engineering and large part of this game " the office and a new Apple computer at home. give," he explains.

Liberty Mutual (on workers com- The claims staff also works The Business Decision Library, Real Estate/In- Already, property values are on computer in the
pensation) closely with the law department on vestment Library and Applied Statistics Library risk management department Every appraisal can

These consultants inspect BFG investigations and the funding of each cost Just $35 and program the calculator to per- be traced and values are updated every quarter by
operations' and recommend loss- settlements-whether they should form various financial analyses such as an optimal ZIP code using index data and some spot appraisals
control measures The loss-control be lump-sum or periodic payments regression analysis and a cash-flow analysis The information is crucial since most property is
staff sets the priorities and sells the GAB handles all property claims "I've been using the calculator the hard way- insured on a replacement-value basis
cost-effective measures to operat- mvestigations m the United States writing out the formula and then doing the math," Claims information is computerized to provide re-
ing managers by showing them and a GAB affiliate handles prop- Mr Traver says. "Now I can punch it and say 'that's ports for accounting audits, to track reserves and to
more money will be saved in losses erty claims in Canada what I want to do."' "publish loss data in any way we want it."

than the cost of implementing the Around the world, independent His new Apple computer at home, which cost But, Mr. Traver wants to do more "I want to do
recommendation arrangements are made with the twice the $2,180 he spent on his first car when he more actuarial analysis. The math gets heavy, but

BFG annually spends at least best local adjuster, who is not nec- was an underwriter in Ohio, eventually will be the new toys will speed things up "
$500,000 on consultants and several essarily the fronting insurer



ity losses that tends to give more
accurate results."

This formula grew out of Mr.
Traver's work in setting up the
budget and management system for
BFGoodrich's self-insured liability
retention that was forced upon the
company in the mid-19705. He com-
piled extensive claim history by
culling company and insurer rec-
ords and analyzed it actuarially. He
hired Corporate Systems Inc. to set
up the information system.

Kemper, which has been BFGoo-
drich's liability insurer since 1937,
now fronts for the BFGoodrich
self-insured retention of liability
risks, which exceeds the $1 million
retention on property risks.

The excess insurance is layered,
relying heavily on Lloyd's of Lon-
don for the first layers.

The excess insurers trust Mr.

Traver's loss projections so much
that they have reduced the rate for
excess liability insurance by 50%.
Mr. Traver notes the rate is lower
on the high excess layers because
the market is so competitive, but
the lower rate in the lower layers
reflects a reduction in the contin-

gency or risk factor charge.
"The contingency isa function of

how much they know," Mr. Traver
says. And he has convinced them
they know how much his account
will cost. "We have credibility with
our underwriters that they aren't
likely to get hurt," he says.

On lines of insurance where Mr.

Traver doesn't have enough in-
house loss data, he studies all other
sources of loss data he can find and

puts on his underwriting hat.
Although his rates don't always

sell, "if the insurers perceive you as
an underwriter, you get a pretty
good shot," he says.

INA underwrites aviation liabil-
ity insurance and Lloyd's and
American International Group un-
derwrite fiduciary and directors
and officers liability insurance for
the company.

Mr. Traver's search for effi-

ciency isn't limited to un-
derwriters.

What if insurance brokers were
paid a fee instead of a commission.
What if BFGoodrich used only one
insurance broker in the United

States instead of five? What if the
broker was made part of a manage-
ment-by-objective team? Would
BFGoodrich get better service?

Yes, Mr. Traver says, with a little
more than a year of experience
paying a fee to just one domestic
broker.

"I was naive enough once to say
you ought to have two or three bro-
kers," Mr. Traver confesses. He has
since realized that "the broker is
the service, not the marketplace."

Mr. Traver wanted to pay the
broker a fee for service rather than

a commission after analyzing how a
broker makes money. "There are
only three ways for the broker to
make money: Service existing busi-
ness, penetrate existing business
and get new business." Although
the client only wants service, "you
can't blame them for addressing
each," Mr. Traver says.

He described the client's plight
by recalling a cartoon depicting an
insurance broker telling the buyer,
"And for $1 more, I promise not to
sell you any more insurance."

Take away the commission mo-
tive, and you get the same result,
Mr. Traver says.

In January 1981, Goodrich ap-
pointed Marsh & McLennan its
only insurance broker, to be paid
strictly fees for service delivered in
pursuit of objectives of the risk
management department.

This year, the broker-risk man-
agement department team has 25
objectives, among them is a more
computerized system.

M&M won the account after

showing it could fulfill a detailed
list of specifications prepared by
Mr. Traver. He listed the desired

services, job descriptions for those
needed, the rate per hour for each
job description, the number of

hours per year expected to be spent
on each coverage and the amount
of expertise needed.

Geographic location also was im-
portant. Mr. Traver wanted his
broker within an hour's travel
r.ime. M&M Cleveland's office is a

53-minute-or less-trip away.
"If a broker is trying to service

you from more than 125 miles
away, he is incurring time and ex-
pense costs," Mr. Traver explains.
"The broker has to have an office

of sufficient size to provide 80% of
the routine service."

Routine services requested in-
cluded preparation of certificates of
insurance, endorsements and in-
voice issuing. While not crucial,
Mr. Traver also wanted to see that

the broker could perform ancillary
services like claims management
support and actuarial support. "It's
not that we would use them, we just
want to know that they are there."

Mr. Traver says he can't find one
downside risk to using only one
broker. He does stress that to make
it work, the risk manager needs ac-
cess to the hierarchy of the bro-
kerage.

"The chain of command on our

account is established. Once a year,
I meet with the guy in charge of the
account. It is almost social rather

than a business review. But I know
he is there."

In all, about 30 M&M people
work on the BFGoodrich account.

Overseas, however, Mr. Traver
selects the best local broker for the
local operating group. It's only
coincidence if it is an M&M office.

But as part of the MBO team, M&M

has oversight repsonsibilities for all
the overseas brokers.

The pursuit of efficiency extends
to how the BFGoodrich risk man-
agement department delivers in-
surance and service to the operat-
ing groups.

The expense factor in the operat-
ing divisions' bills for insurance
and loss costs is just 11%, Mr.
Traver says.

The operating divisions also are
encouraged to play Mr. Traver's
what-if game.

The risk management depart-
ment devised a premium allocation
system for its operating divisions
that gives them a guaranteed finan-
cial operating budget for insurance
and loss costs. The budgets are
carefully prepared, with each plant
rated according to its relative risk.

The budgets change during the
year under only three circum-
stanees: a change in exposure ex-
ceeding plus or minus 3%, an error
in the forecast exposure prepared
in July when the budgets are due
or an addition of coverage, like the
non-sudden pollution liability in-
surance that BFGoodrich has pur-
chased.

Each division also gets an oppor-
tunity budget showing how much
less the cost could be if loss-preven-
tion and control measures are im-
plemented.

The obvious question before the
operating manager's eyes is: What
if I implement suggested loss-pre-
vention measures? Will my insur-
ance budget be lower?

The opportunity budget says
yes. .
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A topsy-turvy start?
Spencer Traver grew up riding roller coasters.
His father, Harry G. Traver, built them, and Spencer helped out.
From roller coasters to insurance?
"There is a parallel there, isn't there?" he chuckles. "Insurance is a

natural if you've gone up and down in the roller coaster enough."
Mr. Traver has seen the insurance industry from all seats: un-

derwriter's, broker's and risk manager's.
He started out as an underwriter be-

cause his next-door neighbor, an un-
derwriter, "suggested that is what I ought
to do."

He began his career an an underwriter
trainee in 1952 with Nationwide Mutual
Insurance Co. in Columbus, Ohio. After
moving through the ranks of underwriter,
senior underwriter and casualty under- +U»

writing manager, in a year he moved out
the door to Prudential Insurance Co.
There, as a special agent in Columbus, he
learned the life/health business.

In 1955, he moved to Hartford Accident
& Indemnity Co. as a special agent.

In 1957, he struck out on his own,
founding the Chillicothe Insurance Ser-
vice Inc. agency in Chillicothe, Ohio. Photo: Kathryn J. Mcintyre

After building a business, he merged it in 1964 with a larger opera-
tion, Weisenberger Insurance Service Inc. He stayed on until 1967
when he sold his share and began his risk management career.

At Brunswick Corp. in Chicago, he started as bowling center in-
surance manager. He left in 1970 as corporate insurance manager for
the same post at Baxter Laboratories Inc. in Morton Grove, Ill.

He became director of risk management four years later, but then
left for BFGoodrich in Akron as director of risk management.

He was named assistant treasurer in 1978, vp/director of RiskTech
Insurance Co. and president of First Charter Insurance Co. in 1981.

He has stayed with BFG longer than any other, he says, because
"we all have to get sensitive about our age at one point or another.

"And," he says more seriously, "I've never found a better working
environment in my life. It's the freedom and support I get here."

D .
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RISK MANAGEMENT HONOR ROLL

MEET THREE WINNERS

GOVERNMENT ENTITY
GEORGE N. PIERCE

By LEN STRAZEWSKI

ORLANDO, Fla.-Orange County officials praise the
day that the tinkerer came to stay.

Risk manager George Pierce sees himself as a
throwback to earlier days when itinerant scholars and
technical dabblers wandered from town to town learning
new skills, mending broken tools and sharing new ideas.

From an Air Force career that took him throughout
Europe, Saudi Arabia and the Orient to a civilian
position with the National Aeronautics and Space
Administration at Cape Canaveral, Mr. Pierce played the
role of tinkerer, moving from task to task with
imagination and organization.

Settling finally in Orange County, only 50 miles from
the Kennedy Space Center, he applied those skills to
safety and self-funding to earn a spot on the 1982
Business Insurance Risk Management Honor Roll in the

UU

government entity category.
Mr. Pierce found lots to learn and plenty to mend

when he became the first safety director and then risk
manager of Orange County in 1977.

In less than five years, he has:
• Put Orange County and the city of Orlando into a

self-insurance program covering property/casualty and
workers compensation risks and medical benefits.

• Transformed an accident-prone workforce into
National Safety Council merit winners.

• Established a catastrophic loss fund without
charging taxpayers.

• Purchased the county's first high-limit excess
coverage package.

"When I first became safety director, the safety office,
under the Board of County Commissioners, was just two
people, and the insurance office was separate, under the

Continued on facing page
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By RHONDA L. RUNDLE

MALL BUSINESS
PAUL B. HARVEY

IRVINE, Calif.-"Hi there, Paul," shouts a brawny
workman, bounding forward to greet his visitor with an
outstretched hand.

"Hey, how're ya doin'?" responds Paul B. Harvey with
a warm handshake. As risk manager for Ponderosa
Homes, he makes frequent impromptu visits to the
company's new construction sites.

Mr. Harvey's face is familiar to Ponderosa's project
foremen. So is his pitch about loss prevention and safety.
Never mind the machismo of any hardhats who suspect
safety is somehow sissy. Mr. Harvey speaks their
language and gets the message across.

In a business burdened with one of the worst

workplace loss records in U:S. industry, Ponderosa's
performance stands out. During the past two years the
Irvine-based subsidiary of Aetna Life & Casualty Co.
has reduced workers compensation and general liability
losses by 65%.

This turnabout in loss experience has saved Ponderosa
an estimated 33% in insurance costs. It also helped to
earn Mr. Harvey a spot on the 1982Business Insurance
Risk Management Honor Roll in the small-business
category.

TAKOMA PARK, Md.-Almost seven

years have passed, but Gene Marsh.
executive vp for risk management for the
General Conference of Seventh-day

Adventists, clearly remembers the great
medical malpractice crisis of 1975.

Insurance Co. of North America told 16

Adventist hospitals on the West Coast that
their malpractice insurance premiums that
year would be jacked up to a total of $7
million from $1.25 million.

The premium at one hospital alone was set
to rise to $1.3 million from $200,000 "The
simple fact is that some hospitals would have
had to close because of high premiums," Mr.
Marsh recalled.

And that wasn't the worst news. Another

25 hospitals insured with The Hartford

Mr. Harvey brings to his job 30 years of risk
management experience garnered at Richfield Oil Co.,
Fluor Corp. and Litton Industries Inc. Since August
1978, he has practiced his profession at Ponderosa, a
much smaller company with a net worth of about $112
million.

"Ponderosa made me an offer I couldn't refuse,"

recalls Mr. Harvey of his decision to leave Litton 31/2
years ago. Ponderosa presented a challenge because it
required transforming a weak insurance operation into
a strong risk management program.

Mr. Harvey also was attracted by management's
commitment to loss prevention.

"It's unique for a company this size to even have a risk
manager," he points out. Mr. Harvey, who at age 63 is
thinking about retirement, works four days a week for
the Southern California construction company.

Since its founding 10 years ago, Ponderosa has
constructed more than 12,000 homes in California and

Arizona, making it one of the nation's largest residential
home builders. Last year, the company fell prey to the
industrywide slump in new construction, closing only
569 home purchases compared with more than 1,300 in
1979, its peak year.

Continued on page 104
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TAX-EXEMPT ENTITY

GENE M. MARSH

By JERRY GEISEL Insurance Group were told that their policies
would be canceled within 60 days

44-

-t was panic in the true sense of the
word," Mr. Marsh sard.

Except for Gene Marsh.
He quickly set up a task force and told

:hurch officials that he would try to:ind a
sclution to the cr.sis.

Within weeks ne had the answer. He

would dramatically expand the church's
40-year-old captive insurance company, The
International Insurance Co., from a small

property insurer to a major provider of
medical malpracice insurance.

"We put together : program that hospitals
could afford anc. . .that was built on a

fc,undaticn of loss control and efficient claims

handling." he said.
The strategy worked. Today, 66 Adventi,at

Continued on page 1(€
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<Tinkerer' finds a home in Orange County
Cont:nued from facing page Under the new self-insurance

elected county comptroller, with program, property risks were in-
two people who Just placed insur- sured by First State Insurance Co
ance," he recalls "Safety planning and Northwestern Mutual Insur-
was nil " ance Co for $80 million over a

The insurance costs showed lt $100,000 self-insured retention

The county's property/casualty Safety made the self-funded pro- .,-4===,1, r<· 2 -e'
-=.- -4

and workers compensation insurer gram work, according to Mr Illl.1' »' Fr,- <-
in 1977, Employers of Wausau, was Pierce Under his comprehensive
seeking a 42% rate increase for its safety policy, every workplace is IL,•·*na-,485

package plan as accidents pushed inspected annually for property 3/fal
¢@K ti-3>» 4 9-6..-9.

the cost of workers compensation and employee safety by his seven-    ; Vawsteadily upward person department 4

From October 1977 to October

--

Using the county's payroll com- fo- -1978, total property/casualty losses, puter facility, the risk management
:j 0

4

including workers compensation, department charted all properties . r

-
a

. 0
/

rose to $4 68 per $100 of payroll and exposures, feeding back to the
Total incurred losses reached 57 division managers exactly who
nearly $1 4 million for the $29 mil- was responsible for what losses , 4,

lion county payroll The overall in- Workers compensation losses by
surance budget rapidly was ap- employee name and department
proaching $4 million, almost one- were fed back quarterly to each de-
fifth of the county's total payroll partment

--

"It seemed to me that self-insur- Workplace safety violations were ., e ./

--- I 'ance was the way to go, especially noted and supervisors given a max- S

--4-
if we had a good safety program to imum of 30 days to correct prob-
kick it off," Mr Pierce notes lems Improvements also were re-

The County Board agreed, merg- viewed by the risk management t
ing the safety and insurance offices department D

under the new position of risk Losses began to decline, even ,
:,

nnanager though the county payroll was -- ..6
The Job was offered to Mr Pierce growing The department won the ' ' · - 4* '

who had designed the county's National Safety Council's Award of .fl
ernergency rnedical service pro- Honor for 1977, Mr Pierce's first Photo Orlando Centroplex Promotions
gram and was redesigning the year on the job, and merit awards Among the many Orange County exposures that Mr. Pierce must cover is the Tangerine Bowl.
safety plan for 1978, 1979 and 1980 In 1978, the

He started slowly, tinkering with department also won the National from $14 million to cover Orlando "The insurance market had gone city of Orlando, whose accidert
both the self-funding techniques Assn of Counties' Award for risks. crazy since the time we had de- rate doesn't yet match the county s
and a risk management policy, a Achievement in Risk Management In the property area he increased cided to go naked," Mr Pierce award-winning record And when
new concept for the county By 1980, total property/casualty the limits and changed the insurer notes "Suddenly, the coverage that Orlando lS ready, the tinkerer still

After reviewing competitive pro- losses, including workers compen- Excess property insurance for $270 we had wanted was more than won't be finished
posals for self-insurance services, sation losses, had dropped to $2 26 million over a $500,000 self-insured available. It was competitive " "Other local municipalities are
the county and Mr Pierce settled per $100 in payroll, less than half retention was remarketed to INA The county and city purchased getting interested in the program
on Gallagher-Bassett Inc, the self- their level in 1977 Total losses had Dy a local independent agent, $10 million of additional excess lia- and the county has visions of a cor-
insured services division of bro- dropped to $882,000 for a $39 mil- Kevin Mentor bility coverage from First State In- solidated plan in which all local
kerage Arthur J Gallagher & Co hon payroll and some 5,000 em- Armed with a solid retention surance Co and Northwestern Mu- towns share a similar protection
Inc The county now was ready to ployees plan and several years of good loss tual for $120,000 and financial responsibility," Mr
take its first steps into the world of experience, Mr Pierce also began Although the risk management Pierce says "Winter Park, where I
risk management In 1981, total losses fell again to tinkering with the high excess lia- program seems perfectly in place, live, may be next

It began with a small self-insured only $198 per $100 in payroll and bility insurance market through Mr Pierce is still tinkering, focus- 44There's always something new
retention for casualty risks under a total losses dropped to $875,000 of a Arthur J Gallagher & Co ing his loss-control program for the to tinker with " .

cash-flow program underwritten $44 million payroll
by Lloyd's of London that included Medical benefits were added to

a negotiated loss reserve fund and the self-funded program in 1980
excess Insurance when Aetna Life & Casualty Insur-

For workers compensation, com- ance Co attempted to raise the
prehensive general liability and county's rates more than 40% After

ttoed *0,(]Oper' one-person oc-the county re- S: -Triz:Ztl} 2$nlef71sdr Seguros
currence and a $100,000 aggregate lion a year from nearly $2 million
loss, all paid from a $1 425 million Everything seemed under con- Bancomer, S.A.
loss reserve fund established with trol Then the tinkerer thought

1..
the money the county had bud- again
geted for insurance premiums "In Just a few years, the city of

By maintaining a fund and not Orlando and Orange County had
paying the high cost of primary in- changed Orlando wasn't just a ONE OF T'HE LARGEST "MULTIPLE LINE" INSURANCE COMPANIES IN

surance coverage, the county began sleepy little town anymore and the MEXICO, SERVICES NATIONWIDE MEXICAN POLICY HOLDERS THROUGH ITS
earning investment income on its county was growing. We were SIXTEEN REGIONAL OFFICES, AGENTS AND BROKERS.
insurance budget for the first time being exposed to more loss poten-

If the loss fund had been ex- tial," Mr Pierce says ITS EXPANSION REQUIRED THE OPENING OF ITS FIRST INTERNATIONAL
hausted, a Lloyd's of London spe- In November 1981, the city of REPRESENTATIVE OFFICE TO PROVIDE INFORMATION AND ESTABLISH NEW
cific excess policy provided two Orlando Joined the county's insur- CHANNELS OF COMMUNICATION ASSISTANCE TO THE U.S. INSURANCE
layers of $400,000 and $600,000 re- ance program, more than tripling
spectively the property risks, adding the liabi- MARKET.

Losses due to employee dishon- lities of two major auditoriums, the
esty also were paid by the loss re- Robert Carr Performing Arts Cen-
serve fund, over a $25,000 self-in- ter and the Tangerine Bowl INSURANCE SERVICES RISK MANAGEMENT SERVICES
sured retention The move added some 2,500 em-

Mr Pierce, however, chose not to ployees to the workers compensa- Risk Management Advisory
buy the high-limit excess liability tion rolls and the risk management Property and Casualty
coverage that is now fashionable budget grew to $6 9 million, split Property Safety Programs
for most corporations and institu- nearly evenly between prop- Life, Accident and Health

tions High prices of the then hard- erty/casualty risks and medical Loss Prevention Engineering
as-a-rock market were intimidat- benefits Liability and Workers's Compensation
ing, and a Florida law limiting gov- Also, the Florida courts had

Evaluation of Current Protection

ernmental liability seemed to offer begun to test the sovereign immu- Auto, Technical and Sundry Lines Financial Counseling
enough protection nity statutes that were protecting

"Excess insurers quoted us an the county from large liability Inland and Ocean Marine Group Life and Employee Benefits
outrageous $300,000-plus premium losses In some cases, immunity was
for $10 million of additional habil- waived and larger awards were CORPORATE EXECUTIVE OFFICES U.S. REPRESENTATIVE OFFICE

ity insurance while state law lim- granted
ited our liability to $100,000 per

Seguros Bancomer, S A.
It was time to go back to the

SEGUROS BANCOMER, S.A.

person and $200,000 per oc- drawing board
Av. Universidad 1200 641 Lexington Avenue - 17th Floor

currence," Mr Pierce notes
Mexico 12, D.F-Mexico44It Tapping the accumulated savings New York, New York 10022

didn't seem worth it so we went and investment income, the risk Phone (212) 751-4727

naked " management department estab- Telex No. 147217

Over four years, not buying addi- lished an additional $1 million ca-
tional excess coverage saved tastrophe fund over the loss re- PLEASE ADDRESS ALL INQUIRIES TO LARRY NIETO, JR. VICE PRESIDENT
county taxpayers about $1 2 million serves Mr Pierce modified the cas- AND MANAGER INTERNATIONAL DIVISION NEW YORK OFFICE
while the evolving safety program ualty self-insured retention from a Autor,zado por la C.N.B.S. ofic,O No. 24746
prevented the risk management $50,000 occurrence and $100,000 ag- Exp. 733.1(S-128)/1-9 de Julio 1981
department from exhausting its gregate deductible to a $250,000 Look for future announcement of our Los Angeles office.
loss fund No liability losses ever combined single limit, with the
topped the statutory limit, despite same Lloyd's excess policy. The loss
court battles over the law fund was increased to $27 million
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The Robert Carr Performing Arts Center was added to Mr. Pierce's concerns when the city of Orlando joined the county's insurance program.

Make th*ilinois Conn tion.

Link up to a special report on the
0 illinois Insurance Market

j

publishing May 24
ad closing May 11

In this upcoming issue. the editors of Business Insurance
newsmagazihe will focus on the trend-setters,
newsmakers. and innovators in the Illinois insurance
marketplace.

They'll take» close look at Chicago-a major financial
and industrial center second only to New York-and

other city c«yers in a state brimming with business
opportunities and the complex risks that accompanv

growth. \
It's a sure-fire market for increasing your business...

and this showcas«sue offers you a unique
opportunity to presen your special products and
services to the customets and prospects that court
-the key risk insurance alld benefits influentials ir
Illinois and nationally.

In a comprehensive. insightful package of information,
the editors of Bl will deliver stories as diverse as:

• the "chain-of-risk" in Illinoi the-cycle of transactions
made among corporate risk''mana@ers, brokers. and
insurance companies. 4

• special characteristics of the Illinois brokerage
community and profiles of top insurance brokers
corporate risk managers. and underwriters, as well os
local independent specialists.

• the hot topic of Illinois Worker's Compensation.

• a progress report on the illinois Insurance Exchange.

• a report on key state legislators who rave a special
interest in the risk management and i,surance bills
they're proposing.

• the secondary insurance markets of Rockford and
Springfield.

• ond much more.

If Illinois is your market. or part of your market, this
issue will connect you with the cream of the corporate
risk. financial. and top-level executives, .=tiong with
major insurance agents and brokers. consultants.
commercial insurance underwriters. and other

industrial influentials.

And you can be sure your ad will be hihly visible and
effective in the editorial environment that gets read
and read again.

Ad closing for the Illinois Market Report Ils May 11.
Reserve your ad space now!

Call or write Bob Niesse. Midwest Sales ,Manager, 740
Rush Street. Chicago. IL 60611 (312) 649-5276 or call
one of our sales offices listed below.
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School days
not yet over
for Pierce

George Pierce, risk manager for
Orange County and the city of Or-
lando in Florida, will have to retire
sometime, he says.

When that day comes, risk man-
agement may get a new full-time
scholar.

Mr. Pierce holds a bachelor of

science degree in government af-
fairs from the University of Mary-
land, a master of science degree in
education from the University of
Southern California and profes-
sional engineer and hazard-control
manager certifications. He is also
the 1982 president of the Central
Florida branch of the National

Safety Council.
But what he would like to be is

Dr. George Pierce, professor of risk
management.

"What I'd like to do is convince

the University of Central Florida
here to establish a full-fledged risk
management department," Mr.
Pierce says.

In search of a doctorate, Mr
Pierce ran into a problem: the lack
of a program for full-time profes-
sionals. Finally, he turned to Ken-
sington University of Glendale,
Calif., an extension university thar
is authorized to grant degrees by
the California Department of Edu-
cation but not accredited by the
usual regional associations of col-
leges and universities.

All study is individual and as-
signments are completed by mail
The university grants credit for
professional achievement.

After completing a 200-page dis-
sertation on self-funding for gov-
ernment entities, Mr. Pierce hopes
to receive a doctorate from Ken-

sington this summer.
"To get accredited, Kensington

would have to start requiring on-
campus attendance and there's vir-
tually no way a full-time profes-
sional with a family can break
away to attend classes full-time,"
he explains. "I tried it once to pur-
sue a Ph.D. in education and just
couldn't make it and raise a family.

"I'm satisfied," he continues
"The emphasis is on the disserta-
tion and I haven't been able to get a
single unrevised chapter by my ad-
visor yet. It's pretty demanding and
an excellent discipline."

One day, Mr. Pierce hopes to be
teaching in a program like the one
he couldn't find.

"I have always considered myself
to be a scholar, and I don't think 1
will ever want to stop learning. I'm
also a teacher and I won't ever stop
teaching in some fashion," he says..

The judges
speak out

Here is what some of the

judges said about George
Pierce:

"Innovative in containing
taxpayer costs. The name of
the game in risk management
is communications, and
George Pierce is a master. Ex-
cellent use of management
techniques in a governmental
setting."

***

"Mr. Pierce is doing an ex-
eellent job for Orange County.
I rank him at the top of the
governmental risk manager
candidates."

***

"George Pierce has used
great creativity in the develop-
ment of a most exceptional
governmental risk manage-
ment program."
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Although he's been away from NASA for 10 years, Mr. Pierce
still gets excited over a launch.

Risk management
enters space age

"It's a beauty, isn't it?" asks Orange County, Fla., Risk Manager
George Pierce. "I know what they are all feeling."

From his office window in downtown Orlando, he watches the
third launching of the space shuttle Columbia with the pride of a
participant. He feels the excitement, joy and satisfaction that come
from a team job well-done.

Mr. Pierce brought to Orange County a lot of the National Aero-
nautics and Space Administration's style when he left NASA in 1972
after four years of working on systems safety in manned and un-
manned space programs.

While developing safety and health guidelines for the space pro-
gram and monitoring spacecraft safety at a telemetry/computer con-
sole in the Cape Canaveral control room, he learned his first big
lessons about safety and emergency preparedness.

His teamwork management, checklists and characteristic NASA
drawl are all space-program and military spin-offs.

"There has never been an organization that shares both the work
and the sense of achievement like NASA," Mr. Pierce reflects.
"There are no words to explain the feeling you get when the guys
(astronauts) walk into the control room, shake your hand and thank
you for a job well-done."

When spending cutbacks began shrinking the space program in
the mid-1970s, Mr. Pierce left NASA to join the nearby Orange
County government, first as founder and director of its emergency
medical services program and later as safety director and risk man-
ager.

Each of his accomplishments are touched in some way by what he
learned in the NASA control room, watching the computer readouts
for signs of system failure.

"We've gotten a lot out of the space program," Mr. Pierce notes.
"The telemetry that we use in emergency medical services now-
that came from space technology. So did most of the other ways we
have learned to mobilize services."

Mr. Pierce also learned another lesson from working for the fed-
eral government. Paperwork isn't always bad.

"NASA provided a good set of guidelines for all government oper-
ations," Mr. Pierce notes. "Procedures are all codified in manuals
and checklists so every detail and contingency is accounted for. In-
spections are organized and mandatory."

Taking a tip from NASA, Mr. Pierce has codified virtually all of
his department's procedures, requirements, hazards and programs in
a series of weighty manuals that are distributed and discussed not
only in Orange County, but throughout the state.

A two-volume safety practices handbook, written by Mr. Pierce
and his department in 1977, lists safety guidelines for literally all
county activities, from road resurfacing to scuba diving.

The Orange County Intergovernmental Safety Plan, adopted by
the state government last year as a model for both public and private
concerns, details safety and loss-control responsibilities from the top
of organizations to the line employees.

Major risk management department documents weigh in at more
than 10 pounds.

Although Orlando is only 50 miles from Cape Canaveral, Orange
County risk management is still light-years away from space tech-
nology. And the Columbia launch is still enough to trigger some
wistful memories. But Mr. Pierce has no regrets.

"It wasn't really a letdown leaving NASA," Mr. Pierce says. "Like
any of the people in the space business, I could read the handwriting
on the wall. The space program was never going to be as big as it was
during the Apollo project.

"But the challenge was here in Orange County. If you are pre-
sented with a challenge, there's no time for a letdown."
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County's plan breaks barriers
Orange County, Fla., started with

lemons and turned them into lem-
onade.

"We started a risk management
and self-insurance program be-
cause we had to," explains Orange
County Administrator James
Harris. "We had to start dealing
with the high cost of liability and
medical insurance.

"But ultimately, we have
achieved a program that everyone
in the area can participate in."

By consolidating the county's in-
surance and safety offices into a
centralized risk management of-
fice, risk manager George Pierce
laid the groundwork for Orange
County's later move into self-in-
sured property, liability, workers
compensation and medical insur-
ance programs, according to Mr.
Harris.

Mr. Pierce also laid the founda-

tion for a program that municipal-
ities can join for their own protec-
tion and economy.

"Because of the success of the Or-

ange County program, the city of
Orlando, Orange County's largest
city, joined the program on Nov. 1,
1981," Mr. Harris notes.

"We believe that this is the first

consolidated governmental self-in-
surance program in which partici-
pants share a common financial
destiny regardless of the source of
loss.

"Other municipalities have
shown an interest, and it is our

hope to include all municipalities in
our program," Mr. Harris says.

To spread the manifest destiny of
the Orange County program, how-
ever, requires an additional skill:
salesmanship.

Mr. Pierce has that skill in abun-

Photo: Len Strazewski

Orange County Administrator James Harris, right, lauds the work of
his risk manager, George Pierce.

dance, his boss explains.

"There's always a certain
amount of rivalry between county
and city governments," Mr. Harris
says. "But George has been able to
sell the ideas and the management
technique first to the county board
and then to the municipalities. He

showed us what could be done."

Winter Park, Fla., an Orlando
suburb, may be joining the consoli-
dated program this summer, an-
other coup for the risk manager
and his program, according to Mr.
Harris.

"He has gone from success to suc-
cess," Mr. Harris says. .

TRANSPORT INDEMNITY CO.

INTERNATIONAL DIVISION

Specializing In
El CAPTIVES m RENT*CAPTIVES

D ASSOCIATION COMPANIES

m BANKING PLANS

ransport Indemnity is licensed in fifty states, has a nationwide
claims service and treaty capacity to ten million dollars. Facilities
include fronting. excess cover. statistical reporting, investment
management and claims adjusting. We service the major account
and the qualified broker.

Contact:

Robert L. Bima, Senior Vice President

Transport International Division

Transport Indemnity Company
3670 Wilshire Blvd., Los Angeles, CA 90010

213-388-3331 Telex: 67-3231
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Harvey applies big ideas
at a smaller-sized company
Continued from page 100

R.C. Porter Construction, whose
employees erect the wooden frames
for new homes, is the most acci-
dent-prone of Ponderosa's four
subsidiaries. Workers are exposed
to potentially serious injuries from
power tools, falling lumber, heavy

I equipment and open trenches.
The other three subsidiaries are

less susceptible to losses. Interiors
for Living operates four decorator
showrooms for new home buyers;
Realty Escrow Inc. helps home

Angelo Maroutsos, loss-control
manager at Mission Insurance
Co., congratulates Paul Harvey.
Photo: Rhonda Rundle

.business
msurance

buyers process legal documents to
complete a purchase; and Pon-
derosa Brokerage is the company's
marketing arm.

At the end of last year, the full
corporation employed 384 people at
its Irvine headquarters and at four
divisions in Irvine, San Diego,
Santa Clara and San Ramon-all in
California.

Ponderosa used to own another

small subsidiary with holdings in
Puerto Rico. When the unit was

purchased at the end of 1980 by
Transcontinental Properties, a
property development company in
Scottsdale, Ariz., Mr. Harvey was
retained to continue managing in-
surance for Compania Puerto-Kai
Inc.

announces

An Analytical Approachto
Risk Management"

The State-of-the-Art in Managing the Risk and Uncertainty of
Insurance and Safety Decisions, and the Protection of Corporate Assets

presented by Dr. Kenneth R. Oppenheimer

Predicting losses and identifying exposures. Selecting the
retention level. Evaluating loss prevention programs.

Everydayyou are faced with difficult judgments concerning
these and other vital issues. Yet all too often, you may have had to rely
on your intuition alone or simple rules of thumb to mhke such critical
decisions. No longeL

Now there is a powerfully effective, disciplined approach to help
you manage the uncertainty inherent in all risk management decisions.
Based on Decision and Risk Analysis concepts and techniques that
have been developed, tested, and applied in numerous industries over
the past 20 years, it will answer your need for a systematic approach to
arriving at and justifying recommendations.

This intensive one-day briefing will help you overall in communi-
cating effectivelyabout uncertaintyand risk. More specifically, you will
learn how to:

• describe loss exposures using the language of probability
• make explicit your company's attitude toward risk
• improve your ability to forecast losses
• ensure the right questions are asked in identifying exposures
• quantify your company's risk tolerance
• manage your portfolio of risks with a coherent and systematic

set of prindples
• and much more

Most important, you will break down the barriers thar have
isolated the risk management function because the concepts you will
learn here apply to all areas of corporate management, notto risk
management alone.

The "Analytical Approach to Risk Management" provides the
language, philosophy, and methodology that will enable you to partici-
pate effectively in corporate decisions reaching far beyond the tradi-
tional boundaries of insurance purchasing and loss control.

Your judgment plays the critical role. So make your first decision
toward better decision-making and call fora brochure detailing the
program agenda and registration. Don't delay-attendance is limited to
35 executives in each session.

For more information, call Beth Levine
Business Insurance

220 East 42 Street, New Yorl<, NY 10017

(212) 210-0229

About the Speaker
Dr. Kenneth R. Oppenheimer, President of
Decision and Risk Analysis, Inc., of Palo Alto,
California. specializes in executive education
and the application of decision and risk
analysis to corporate decisions in the insur-
ance, fire protection, banking· wood and
paper products, data processing. cattle
feeding, and oil and gas drilling industries.
Prior to founding Decision and Risk Analysis,
Inc., he spent five years with the Decision
Analysis Group at S.R.1. International (formerly
Stanford Research Institute). His academic
background includes aB.S. in mathematics
from Tufts University, and a M.S. and Ph.D. in
Engineering-Economic Systems from Stanford
University. While at Stanford. he was a
member of the Decision Analysis Group at
Xerox Corporation.

Seminar Dates

Mayll New York St. Regis-Sheraton
May 19 Chicago The Ritz Carlton

May 24 San Francisco The Fairmont

lune 14 New York St. Regis-Sheraton
lune 16 Chicago The Ritz Carlton

june 2 1 San Francisco The Fairmont

Agenda
l. Introduction to decision and risk analysis
2. A risk management decision (case study)
3. Assessing the probabilities of loss
4. Assessing the corporate attitude toward risk
5. Analyzing risk transfer alternatives (case study>
6. Analyzing risk control alternatives (case study)
7. Condusion

At the time he accepted the posi-
tion at Ponderosa, Mr. Harvey told
management he did not want to ad-
minister a risk management pro-
gram controlled by the parent cor-
poration, Aetna Life & Casualty
Co. "And they have left me alone,"
he says.

Ponderosa's insurance program
is separate from Aetna's except in
two respects: Ponderosa piggybacks
on its parent's directors and officers
liability insurance and also shares
protection with other Aetna com-
panies under a high excess liability
umbrella policy.

Mr. Harvey has drawn on his ex-
perience at bigger companies for
several of the changes he has intro-
duced at Ponderosa.

When he arrived, the company
was forking over big bucks in in-
surance commissions to brokers. He

quickly negotiated a $75,000 fee-
for-service arrangement with a
new broker. This has been worth
more than $18,000 in annual sav-
ings out of a department budget
that exceeded $1.3 million last year.

"I feel more comfortable with a

big broker," says Mr. Harvey, who
selected Frank B. Hall from among
four candidates for its strong local
service in Orange County. "I want
expertise in all phases of coverage
and knowledge of London mar-
kets," he adds.

Mr. Harvey has interviewed
local area brokers, too. "Would you
believe, some of them say they've
never heard of fee-based compen-
sation!" he exclaims.

At Litton, he set up a self-insur-
ance program. And although Pon-
derosa does not self-insure any of
its risks, Mr. Harvey saw a way to
gain some comparable advantages
for the smaller company. He set up
a premium charge-back program to
the divisions to heighten their sen-
sitivity to losses. And he increased
policy deductibles to reduce insur-
ance costs and to eliminate dollar

swapping with insurers.
For example, he upped Pon-

derosa's general liability and prop-
erty deductibles to $10,000 per oc-
currence.

And he established a $100,000
fund to pay losses. "I have a voice
in all settlement decisions above
$2,500 and the right to assist in se-
lection of attorneys," he says of
Ponderosa's general liability cover-
age underwritten to limits of $1
million by Mission Insurance Co.

Mission also provides workers
compensation insurance to Pon-
derosa through a competitive cash-
flow plan that reduces the pre-
mium paid at the start of the policy
period. Workers compensation in-
surance costs have been steadily
declining as a percentage of Pon-
derosa's overall cost of risk, reflect-
ing effective loss control, a soft in-
surance market and a decline in

the size of the company's work-
force starting in 1980.

Besides loss control, the other se-
rious problem facing Ponderosa
when Mr. Harvey arrived was
surety bonds. Whenever a deve-
loper undertakes a new project, it
must provide a bond to the local
municipality guaranteeing it will
complete what it starts.

The amount of the bond varies
from 10% to 100% of the value of

the project, depending on the mu-
nicipality's requirements. Most
bonds are initially underwritten
for two years and extended as
needed until the project is finished.

"These were handled by the bro-
ker when I came," says Mr. Har-
vey. At a cost of nearly $500,000
last year, surety bonds take a big
bite out of Ponderosa's insurance

budget. And commissions on that
much coverage add up fast.

Mr. Harvey saw a way to save



Ponderosa money He negotiated with Aetna Casualty .7.*4.16: :4&,4,/46/& Surety Co for underwriting authority up to $1 mil-
hon Now he writes most of Ponderosa's surety bonds New policy covers claimsdirectly in his office

He also won back close to $100,000 m premium from
:fillifii

Aetna for surety bonds on completed projects Before MA from subcontractors' errors
.

Two years after buying a new house, the owners discover that
timely manner and consequently continued to pay pre- their garage extends three feet into their neighbor's yard
miums after a proJect ended Do they move the structure, tear it down and rebuild, sell the land

"This doesn't happen any more because we're contin-
... and the building to the neighbors or try to buy the 3-foot strip?

ually on top of them," says Mr Harvey. He makes regu- And who pays for all that?.4
tar reports to management on the number of bonds out- Or the owners of a new house purchased in July can't get the
standing at any given time When a project is com- heater to work once winter rolls around in December
pleted, he signs off the risk as soon as possible Or the soil erodes under the house after the first heavy ran, caus-

But there is no doubt in Mr Harvey's mind that his , ing the structure to slip down a hill and injure. or even kill, inhabi-
greatest contribution to Ponderosa has been loss con- tants in the home below.

trol And that pleases him because he is philosophically Who pays the damage?
committed to the risk management ideal of preventing Such is the stuff of which home builders' nightmares are made
accidents before they occur Except at Ponderosa Homes, where risk manager Paul B Harvey

"The most important part of my Job is to sell safety," brainstormed a new coverage he now carries, called contingent pro-
sums up Mr Harvey And the key to successful sales is fessional liability insurance.
direct communication with the superintendents who "Most errors & omissions policies are written on a claims-made
oversee Ponderosa and subcontractor workers at the basis," he explains Even if a builder is careful to require profes-
construction site sional liability insurance from surveyors, designers and soil engl-

One of the first things he did at Ponderosa was pre- neers, most losses occur after subcontractors are out of the picture.
pare a loss-prevention manual and personally hand it Maybe even out of business!
to superintendents Who knows if the professional renewed his or her professional

Mr Harvey favors the one-on-one approach, visiting liability insurance? Or if they carry the same limits required by the
regularly with superintendents at construction projects developer when the contract was originally signed' Even if they do,
throughout California "I visit every proJect at least those limits may be inadequate to cover a loss
twice a year," he says

As he strolls through a building proJect with a su- The developer has no control over the subcontractor or indepen-
perintendent at his side, he points to open trenches and dent contractor after the contract expires Yet the builder may be
shakes his head "That could hurt someone," he says held legally responsible for losses caused by the subcontractor's
He sees a stack of lumber piled up outside project work General habihty insurance may have to defend the suit Or it
fences and calls it an invitation to theft may not

Mr Harvey hammers away at the theme of greater .The key, of course, is may they (the general liability insurer)
workplace control Sloppy housekeeping practices, in- may or may not pay and/or defend and that represents a very large
cluding loose nails, scattered tools, untied scaffolds and risk to a builder the size of Ponderosa," points out William Sunder-
unfilled trenches, increase the likelihood of an acci- land, director of the Western regional office of Dryden Insurance
dent I .f Brokerage in Walnut Creek, Calif, exclusive underwriting manager

The ultimate objective of regular meetings with su- for Gibraltar Casualty Insurance Co Both Dryden and Gibraltar are
perintendents is to make them conscious of risk man- subsidiaries of Prudential Reinsurance Co

agement, explains Mr Harvey "I want them to keep Mr Harvey wanted to purchase insurance against the risk But
their eyes open and report safety hazards or anything there was a hitch· The coverage didn't exist. One insurer offered to
around the neighborhood that looks suspicious Photo Rhonda Rundle underwrite $1 million hmits at a cost of $137,000, Mr Harvey recalls

"I was bothered by the cost of security guards to the Ponderosa Homes Executive Vp Roy E. Hughes, That was too high His two-year search for a market finally ended
company," said Mr Harvey "We could have built four right, dicusses business with Mr. Harvey. late last year when he made contact with Dryden Insurance Bro-
houses for what we spent on guards during the past two kerage.
years," he estimates By adopting his suggestions, Pon- million primary policy provided by Mission) under- 44Paul was able to convince us that this was a reasonable risk for us

derosa has been able to reduce its use of guards written by Baccala & Shoop on behalf of Old Republic to assume," says Mr Sunderland
He asks superintendents to avoid keeping valuable Insurance Co But Ponderosa's sleep insurance doesn't come cheap The company

sum)1es, like pipes, plywood and roofing materials, at • $1 million real estate errors & omissions insurance pays $32,000 a year for $1 million hmits with a $50,000 deductible
the site unless they are fenced in and lighted at night with a $1,000 deductible underwritten by Admiral In-
Ovens, refrigerators and dishwashers to be installed in surance Co Mr. Harvey provided Dryden with past and present construction
a new home should not be delivered until residents • $1 million escrow agents errors & omissions insur- locations, values and sales. He also gave them the names of profes-
have moved in They should not be stored in a garage ance with a $5,000 deductible also written by Admiral sional subcontractors used by Ponderosa and the nature of the work

The current slump in the housing Industry has not Insurance Co performed And, of course, a complete rundown on the home
affected risk management at Ponderosa, observes Mr • $1 million fiduciary liability insurance above a builder's current insurance program
Harvey "Of course, we've been asked to be careful $1,000 deductible underwritten by Aetna Casualty & The manuscript form provides legal liability protection from
about unnecessary travel, but otherwise there have Surety Co (Ponderosa has exposures for an employee third-party actions against Ponderosa for certain professionals act-
been no cutbacks in the department " Mr Harvey thrift plan) ing as independent contractors or subcontractors It attaches as ex-
works with one risk management assistant • $1 million contingent professional hability insur- cess above a subcontractor's professional liability insurance if a loss

There's been some increase in vandalism but nothing ance above a $50,000 deductible underwritten by Dry- exceeds their limits. Retroactive coverage for prior acts and defense
serious, he notes "We work closely with local police den Insurance Brokerage in Walnut Creek, Calif, ex- costs are included The claims-made policy excludes losses covered
and urge them to cruise new housing projects," he says elusive underwriting manager for Gil*altar Casualty by other msurance

New houses always are an attractive nuisance to kids, Insurance Co Both Dryden and Gibraltar are subsi- There is a real need for such coverage in other industries besides
he points out Two young kids m Alameda, Calif, re- diaries of Prudential Reinsurance Co (see related home construction, Mr Sunderland notes These include manufac-
cently did about $1,200 worth of damage in broken story) turers and fabricators of machinery, products or systems that were
windows Mr Harvey is a strong supporter of risk management designed or developed by engineers who were paid as independent

During the Christmas holidays, vandals broke into a education and is active in a number of professional or subcontractors

vacant garage at a company project, built a fire in the groups He is president of the Orange Empire Chapter "There are some applicants who will never qualify for the cover-
center of the floor and held a party Smoke traveled of the Risk & Insurance Management Society and is age. We just turned down a large power and utility that felt there
through ventilation ducts and damaged the whole past president of the Los Angeles Chapter He has was Just an off-chance it might need coverage for the professionals
house, which had to be repainted served since 1967 as one of the 35 members of the who designed its nuclear power facilities I agreed wholeheartedly

Mr Harvey negotiated inclusion of earthquake and American Management Assns Insurance Planning with the analysis of the situation and declined the risk "
flood insurance into Ponderosa's $10 million property Council that meets twice a year to glve seminar pro- Each policy and rate must be tailored to the specific risk, says Mr
policy, which is under'written by Old Republic Insur- grams Sunderland. Available hmits vary from $100,000 to $1 million. De-
ance Co above a $10,000 deductible "It wasn't difficult Since he joined Ponderosa, Mr Harvey has organized ductibles run from $5,000 to $250,000 in policies written so far The
because neither earthquake nor flood is a large expo- periodic Informal luncheons for administrators with policy minimum premium is $5,000
sure on residential homes," he says risk management responsibilities at other home con- Mr Sunderland says the coverage may be written as a separate

Other insurance policies carried by Ponderosa in- struction companies in Orange County policy or together with general hability, products and completed op-
clude "We talk about our mutual problems-I think every- erations coverage

• $10 million excess hability insurance (above a $1 one finds it helpful," he enthuses .

Risk manager Harvey is an editor, too
The Risk Management BuNetin is pub- get across to superintendents what true risk builders are fighting actions brought against Two unfinished Ponderosa houses in Santa

bhed by Ponderosa Homes every now and management is " The response has been re- them by subcontractors' employees even Clara, Calif, were destroyed when a culprit
then when the spirit moves Paul B Harvey, markable Employees now approach him though contracts contain hold-harmless set fire to stored stucco wrapping paper
risk manager and editor-in-chief with article ideas that periodically inspire agreements that bar such lawsuits It's an- awaiting installation It was a deliberate act

Since the first issue appeared in 1978, publication of a new issue other sign of our litigious times, notes the without provocation that cost the company
shortly after Mr Harvey Joined the Irvine, "The Creator did not design man to be a bulletin $87,855 in repairs.
Calif ,-based home construction company, crane, a truck or a Pettlbone He gave us a One issue discusses surety bonds-what Keep your eyes open, Mr Harvey counsels
circulation has grown fivefold to more than mind to control our actions and to invent they are and how they work Certificates of "Don't encourage through your lack of con-
100 The three- to five-page bulletin boasts a ways of moving things without straining our insurance, OSHA guidelines and the implica- cern, but watch and perhaps make your pres-
high pass-along readership anatomy," begins an item in a 1981 bulletin tions of serious and willful misconduct under ence known by your appearance, inquiry or

Directed to field construction superinten- on avoiding back injuries workers compensation law are other topics activity "
dents, the Risk Management Bulletin reports One edition urges superintendents to re- tackled in the bulletin Interspersed with risk management mes-
workplace injuries, crime and other losses It port all details of workplace injuries in their Arson is a big problem for home builders sages in the bulletin are personal health and
also educates readers about business insur- daily diary sheets "If a subcontractor's em- and Ponderosa is no exception safety tips, employee benefits news and ad-
ance, safety and personal health and enter- ployee is injured, please lot down your evalu- "Yes, even Ponderosa Homes suffers be- vice about how to live better Recent issues,
Lams them with literary allusions and home- ation of the circumstances " writes Mr cause of the fiendish, mentally unbalanced for example, carried articles on "What makes
spun homilies Harvey "The mere reference can be of great terrorist who seeks revenge against society a successful business person," automobile

"I started it to create more interest in risk value in the defense of any lawsuit " by a distructive action known as arson," edi- safety and 10 tension breakers to relieve
management," says Mr. Harvey 66I wanted to Ponderosa and other California home torializes a bulletin published last November stress .



Marsh solves malpractice crisis
Continued from page 100
hospitals in the United States are
buying up to $50 million of mal-
practice coverage through Interna-
tional Insurance at savings of up to
30%

Curing a malpractice crisis and
transforming a traditional insur-

54%

ance program of the 19605 into a
highly sophisticated risk assump-
tion plan to meet the needs of a
growing worldwide organization of .
the 1980s are the key reasons why , ..0-
Gene Marsh won a spot on the 1982 „*©
Business Insurance Risk Manage- '*e
ment Honor Roll in the not-for-

r

profit business category
Other major risk management

achievements that the 45-year-old 4 ////4

Mr Marsh has racked up during his
16 years with the 35 million-mem-
ber church include

• Setting up a special medical
malpractice committee to hold
down claims Photo Seventh-day Adventists

• Overhauling property insur- The Advent,sts' captive, International Insurance Co., covers medical malpractice risks at Its hospitals, like this facility in Rockville, Md.
ance policies to provide broader
coverages tals," Mr Marsh said While International was expand- Walking through the Adventists' public relations problems," Mr

• Expanding the church's insur- Until 1975, all casualty insurance ing, so was the risk management 10-year-old headquarters, one can Marsh explained "The insureds
ance company from a one-line coverages were purchased from department More loss-control spe- see the advantages of this enor- asked 'Why aren't we properly in-
property insurer to an enormous commercial insurers But that year, cialists, claims adjusters, data pro- mous insurance/risk management suredp'"
m u l t 111 n e company that writes triggered by the malpractice crisis, cessors, safety experts and un- consolidation

Mr Marsh had the answer to the

about 95% of the church's prop- Mr Marsh took the first in a series derwriters were hired If one of Gencon's 10 risk manag- first property crisis Gencon would
erty/casualty coverages of major steps to expand the role of Expansion, under Mr Marsh's di- ers in the Takoma Park building, decide what was the right amount

• Transforming a risk manage- the Adventists' International Insur- reetion, has been horizontal and for example, needs answers on of coverage and issue a policy to a
ment department that mainly acted ance Co fro m prope rty un- vertical what can be done to reduce work- church subsidiary for that amount
as an insurance agency buying pri- derwriter to property/casualty ln- The risk management depart- ers compensation claims, he can "Our philosophy was We are the
mary insurance for asset protection surer ment, known as Gencon Risk Man- consult a Gencon loss-control ex- doctor, we know the medicine,"
to an enormous 160-member divi- Risk-by-risk during the late agement Service, took on dual pertjust one floor away Mr Marsh explained

sion providing myriad services, in- 19705, major exposures like work- roles Things didn't always work so "We tried it It worked from

cluding underwriting, loss control, ers compensation, general liability As an agent or broker, Gencon smoothly When Mr Marsh Joined Day One," he added, noting that
management information and and auto liability were all brought arranged church coverages the Seventh-day Adventists' risk church properties now are Insured
claims adjusting into the captive through International or other in- management department in 1966, through International at their re-

Looking out of his second-floor Boiler and machinery insurance surers, eliminating most commis- after a five-year stint as a Califor- placement value totaling $4 25
window at the Adventists' 10-story with a $10 million per-accident mon costs nia sales representative for Liberty billion
world headquarters building in Ta- hmit, provided by The Hartford And as a "buyer," Gencon pro- Mutual, local churches were simply But during the early 19705, state
koma Park, Mr Marsh lists some of Steam Boiler Inspection & Insur- vided a variety of claims-control asked how much and what kind of regulators began raising objections
the exposures he must protect ance Co for a $270,000 annual pre- and loss-control services insurance they needed to property policies written by In-

50,000 buildings worldwide includ- mium, is the only maor prop-
.This is one of the few places But problems developed Some of ternational, questioning if it met all

ing 76 universities and colleges, 806 erty/casualty line not provided by where an insurance company, un- the property policies written by the regulations At the same time, the
secondary schools and 4,127 ele- International derwriters, agents and risk manag- captive had high coinsurance Takoma Park office was being
mentary schools As a result, premiums flowing ers are all under one roof," said Mr features As a result, when a prop- snowed under by the thousands of

"We insure everything from into International climbed to about Marsh, who is executive vp of In- erty burned down, insurance didn't property policies issued to church
thatched-roof schoolhouses in the $22 million last year from about $3 ternational Insurance Co and Gen- always cover the loss subsidiaries

46

Jungle to acute-care modern hospi- million in 1972 con Risk Management Service We were suffering enormous Continued on facing page

In the final analysis, dedication makes it work
It takes dedication, says Gene sional improvement" Risk Management Service, m co- dle listed in Who's Who in Finance and

Marsh And his staff is quick to give Mr sponsoring Mr Marsh's nomination "Honesty and a good dedicated Industry and was recently chair-
He believes he's been able to de- Marsh credit for the transforma- for Bustness Insurance's Risk Man- effort are more effective than a man of the annual Conference on

velop the Seventh-day Adventists' tion of an insurance program that ager of the Year competition sales-oriented personality," he ex- Church Risk Management, is con-
International Insurance Co as a once was almost completely depen- "The guy holds the place to- plained "In the insurance industry, sidering how to transfer more risk
multillne captive insurer and its dent on the commercial insurance gether," said Dave Durgin, man- honesty lS the best policy in the to the commercial insurance mar-
Gencon Risk Management Service market into aself-contained under- ager of the insurance services divi- long run " ket while prices are soft

as a sophisticated underwriter and writing, agency, loss-control and mon of Gencon Risk Management Between 1966 and 1972, he nego- Slowly outlining the structure of

risk management department be- risk management network Service. "He is our key employee " tiated insurance coverages for Ad- the Adventist insurance and risk
cause of the dedication of the "Virtually all of his risk manage- Mr Marsh usually is in his office ventist subsidiaries in the Southern management departments with
staffers ment successes have been through at the Seventh-day Adventist head- California area He also had claims green, black and red felt-tip pens so

"Within a religious organization, a team effort, but there is never a quarters in Takoma Park, Md, a adjusting and loss-prevention re- as not to confuse a visitor, one can
the sense of purpose and dedication question as to who provides the Washington suburb, at 7 15 a m sponsibilities

see that Mr Marsh also is a natural

is much higher," Mr Marsh says motivation and knowledge for that "I'm the kind of person who does In 1972, he was transferred to teacher

"The people here aren't in it for the team," wrote Kimber Lantry, for- his best work in the beginning of Takoma Park and was promoted to And his lessons have inspired

money They are here to do good merly director of the risk manage- the day," he says vp and underwriting manager of Adventist staff members to expand
They are motivated toward profes- ment services division of Gencon The early morning hours often International Insurance Co, which their risk management horizons

are filled with dictating to his sec- was then the Adventist's property For example, Alice Bryan, Mr
retary and rounds of committee nsks-only captive insurer He was Marsh's former secretary, is now
meetings responsible for policy production, the assistant director of risk man-

Program started early insurance and reinsurance negotia- agement at the Smithsonian Insti-
But he tries to leave the office at tions tution in Washington

The Seventh-day Adventist Church's insurance pfogram had a 530 p m after a 10-hour day so he In 1976, he returned to the Ad- Some of Mr Marsh's lessons can

modest beginning can be with his wife and two teen- ventists' Riverside, Calif . branch be found in professional Journals
During the 19th century, the church, which was formallY age daughters "I have a very office and was promoted to senior In one recent widely discussed arti-

organized in 1863 in Battle Creek, Mich, by those who believe Satur- strong conviction A married man vp of Gencon Risk Management cle, Mr Marsh warned risk manag-
day is the day of rest and worship, didn't insure its properties with children has a responsibility Service and International Insur- ers to pay more attention to the fi-

But early Adventist leaders, like Ellen White, began to worry that as a father and family man " ance Co nancial stability of their insurers

if church enemies found out that church properties were notin- The 45-year-old Mr Marsh began By 1979, Mr Marsh was back in and reinsurers
sured, "the enemies of our faith would take great delight in burning his insurance career in 1961 as a Takoma Park with twin executive "The problem the risk manager

personal lines representative for vp titles of the captive and risk must face is to forecast an insur-them."

Liberty Mutual in Riverside, Calif management divisions New re- ance company's ability to respondA new philosophy emerged. Church assets would be protected
through an insurance and risk management program. His friends warned him "You're sponsibilities Included liaison with to a potential loss," Mr Marsh

This philosophy led to the establishment in 1936 of the church- not going to make it You are not a denominational entities for medical wrote "Risk managers who fall to
owned mutual insurance company, The International Insurdnce Co ' salesman," Mr Marsh said. recall- malpractice and coordinator of cor- apply good risk management
of Takoma Park, Md

0

ing their advice poratewide general liability and techniques to risk transfer may
The captive, which was funded with a $25,000 appropriation, mi- At first, he was not a big pro- workers compensation problems very well be courting disaster

tially operated from a.converted coal bin. It's role was limited to ducer But that soon changed. "I Despite the dramatic changes in Changes in the Seventh-day Ad-

writing the church's property risks. put my emphasis on honesty and the Ad ventist risk manage- ventist insurance program mirror
Last year, Internationall Insurance Co.1-now a multlline,insurer-, good service," he explained ment/insurance program that have the continuing evolution of the in-

4, .. • • ->ilhad an annual premium flow of more than $22:failliq<0ing it*,4 By the time Mr Marsh left Lib- taken place during the last seven surance industry "Look for moreone of the largest single-parent 6wned captites in'*€NOitejV£44 it erty Mutual to join the Gencon risk years. Mr Marsh is not content to unbundling of services Insurers
and the largest mutual insurer in Marylind. 2 4,9·*« A *3.10 management department, he had stand pat wall have to unbundle," Mr Marsh

., more business than he could han- Right now Mr. Marsh, who la advises.
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Continued from facing page could move beyond its property Mr Marsh talked to the Adven- each risk The next layer to $1 mil- property/casualty coverages are
So, Mr Marsh revamped the pol- base and provide, initially, $1 mil- tist hospitals to find out who they hon is provided by several rein- written through International, Mr

icies to kill two birds with one lion per occurrence in medical mal- felt who were the best local adjust- surers with Kemper Re and Pru- Marsh sees new ways of more effi-
stone One master policy was issued practice coverage ers and retained them In addition, dential Re assuming 90% of the ciently protecting Adventist expo-
to the General Conference of the 46We put together a program that the church hired Akros Medico, a rlsk sures

Seventh-day Adventists by Inter- the hospitals could afford that was California-based claims adjusting Eleven different companies, in- For example, Mr Marsh, work-
national built on a retrospective rating plan firm to supervise the adjusters cluding Pru Re and Allstate, share ing with Marsh & McLennan, has

And in turn, the General Confer- that was loss-sensitive and a foun- Since then, the Adventists have the next layer to $5 million, while bought millions of dollars of retro-
ence issued a simple internal docu- dation of loss control and efficient bolstered their loss-control staff to 16 insurers participate m the layer active insurance from CNA to
ment to subsidiaries listing the claims handling," Mr Marsh told include eight people, including an above that to limits of $10 million cover malpractice exposures of hos-
agreed upon amount of coverage Business Insurance attorney and a veteran adjuster, Workers compensation claims pitals the Adventists recently pur-
and the rate This cut down on the wto supervise contracted services are adjusted by Crawford & Co, a chased
degree of paperwork and satisfied Mr. Marsh believed the captive The investment has paid off A national adjusting company, while Unlike the retroactive coverage
the state regulators malpractice program would work Seventh-day Adventist hospital has auto claims are supervised by Gen- purchased by MGM Grand Hotels

Now, each property is individu- because he would avoid the insur- never been hit with a $1 million con Risk Management Service Inc to cover liability claims from a
ally rated, with premiums ranging ers' claims philosophy that he be- medical malpractice claim To give church subsidiaries an specific event-the Nov 21, 1980,
from $10 a year to about $100,000 heves helped bring on the crisis And a retrospective rating plan incentive to reduce casualty losses, fire at the MGM Grand in Las
Rates average about 18 cents per The insurance industry delayed has kept premiums stable for the 10% credits were given to insureds Vegas-the CNA policies cover
$100 of coverage. paying claims to reap more invest- hospitals that added loss-control specialists more than two decades from July

Church subsidiaries pay about $6 ment income, he explained 64It At the same time, Mr Marsh has Even though 95% of 15, 1959, to June 30, 1980
million annually to International seemed foolish. - .to get 10% interest been able to boost available cover-
Insurance Co for property cover- and have to pay 50% social infla- age to $10 million per occurrence
age About 20% of premiums is used tion" when an award had to be set- Annual aggregate limits now top
for purchasing excess coverage and tled, Mr Marsh said $50 million National Union Fire
reinsurance "A clainstat could have been ;uninngce fL1ittsburgh, Pa, as

settled for ,000 became a $1 mil- writes the mal-

Despite low property rates, by lion award We were familiar with practice policies, but high limits of \ Leasing Contract jthe mid-19705 International Insur- insurers' cash-flow design," he excess coverage are provided by
ance Co. had built up large sur- added CNA

pluses Pressures developed to dis- At the same time, insurers some-

tribute some of the surplus as divi- times got clobbered because they With the medical malpractice
dends to policyholders assigned "fender-bender" investi- program growing well, Mr Marsh

But Mr Marsh and other Adven- gators to handle sophisticated mal- turned his attention to adding gen-
tist insurance and risk manage- practice claims "They Just weren't eral liability, auto liability and
ment executives resisted those trained for thejob," he said workers compensation coverage to
pressures Mr Marsh wanted to use Avoiding what he considered the International Insurance's portfolio
the surplus as a base to expand In- insurers' mistakes, Mr Marsh led For general liability exposures,
ternational Insurance Co into a the search for the best medical Mr. Marsh estimates that church (Are you and

t

workers compensation insurer and malpractice loss-control specialists subsidiaries have been able to cut .. your clientslater a general liability insurer "We talked to every available their costs by between 10% and 15%
-

But that plan was interrupted by source to find out who was the best by purchasing insurance through
the medical malpractice crisis of We were willing to spend large International
1975 .**

FULLY
sums of money for medical mal- For workers compensation, gen- ...6

The surpluses that had accumu- practice loss control That's the wi- er:1 and auto liability exposures, 't- ' PROTECTEDPlated meant that International sest investment," he said International retains $250,000 of 3- 6 :.::6

Here's what the judges thought Insuring the Lease Exposure can help you
*** guard against the exposures

Here are some of the judges' comments about
Gene Marsh Did a good Job in most respects." created by such contracts

"The scope and complexity of institutional risk ***

If left unprotected, what is often gained can easily be lost and then some -management and the innovative professional lead- "Has used the utmost in risk management exper-
when the exposures of leases culminate in loss far beyond one's ex-

ership provided by institutional risk managers still tise to provide such a beneficial program I
***

pectations And, it's not only the lessee who has to exercise caution The
astonishes many of those in business and industry Rrovisions of leases can "boomerang" to the detriment of the lessor tool
Here we have an organization genius and a paceset- "Scope of program is a reflection on their opera- btop for a moment and consider these
ter for all to emulate. Gene Marsh adds exciting new tions being worldwide. it requires a major coordin- questions

dimensions to institutional risk management team- rneflfort The candidate appears to have done Isthe collision damage waiver of short-term
work " auto rental agreement really necessary

Under what circumstances would a fire legal
\

liability policy written on an all risk basis  21 \=r
still be inadequate protection

Department run like a company Is the scope of the liability assumed -Inder * MEan auto or equipment lease within or beyond
the normal responsibility for loss or damage
of bailments)

Walking through the Seventh- 2
What are the respective liabilities of parties

day Adventist Church headquar- - to an assignment and sublease
ters in Takoma Park, Md, is like

Can you answer any or all of thesetaking a trip through the risk man- questions')
agement department of tomorrow i..

Teams of clerks and secretaries 'Insuring the Lease Exposure" written by
sit behind a battery of video display Donald Malecki and Harry Brooks, 's the

terminals keeping claims up to only book available that addresses the
Insurance and noninsurance aspects of

date Two enormous computers,
soon to be replaced by more up-to-

leases It explains the various pitfalls at the stage of drafting the leases, as
well as when they areto be accepted - and how those pitfalls, as identified,

date models, constantly update un- can be overcome in order to avoid unexpected financial dislocations
derwriting information

Looking at the 160 loss-control The book is divided into two parts

specialists, medical malpractice ex- Part 1 - deals with an analysis and treatment of personal property lease
perts, risk managers, underwriters
and supporting staff who occupy Part 11 - concerned with an analysis and treatment of real property lease
three full floors gives one the im- exposures solely of the commercial type

Part 11 also includes a comprehensive checklist of 299 questions andpression of a large, well-run insur-

exposures, consisting prima-ily of automobiles and equipment

points to consider for real estate leases
ance company

Consisting of 18 chapters and nearly 400 pages, 'Insuring the Lease
And that impression is on the Exposure" ts a must for

mark Gencon Risk Management 0 agents • insurance company personnel
Service, the risk management/in- / risk managers 0 attorneys
surance arm of the Seventh-day • brokers • financial institutions

Adventist church, Includes an ad- r-------------------------
ministrative services division that | THE NATIONAL UMDERWRITER CO. 2-27,
provides electronic data processing 1 420 East Fourth St
functions and a risk management  Cincinnati, OH 45202
division that works with church Photo Seventh-day Adventists

i

subsidiaries on loss control The latest electronic equipment, like video display terminals, help !
An insurance services division the Adventists track the status of claims. Please send me copies of INSURING THE LEASE ,

i EXPOSURE (at $17 75 per copy>takes care of underwriting and re-
insurance and a policyholders divi- Marsh, executive vp of risk man- surance Co, doesn't assume 1 Shipping & handling charges are addll
mon provides technical claims engl- agement For example, dozens of insurance 1
neering and loss-control services Commercial insurers, of course, and and reinsurance companies , NAME 1

When an Adventist hospital play a key role in the Seventh-day provide coverage for property risks
faces a medical malpractice claim, Adventist church insurance and over $100,000 and medical malprac- 1

COMPANYit doesn't depend on an insurer to risk management program They tice exposures between $8 million I 1
battle or settle the claim for them still provide, for example, very spe- and $50 million 1

Instead, the church has assem- cialized coverages, like boiler and But writing primary policies, , ADDRESS
bled ltS OWn medical malpractice machinery insurance providing loss-control services and ,
team with a clear philosophy Iden- And, insurers provide coverage handling claims at the Seventh-day , CITY STATF 7IP

tify legitimate claims and settle at for catastrophic risks that the Ad- Adventist Church rests with the in- i
the earliest possible date, says Gene ventists' captive, International In- sured, not the insurer • L
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Allen

Ryan

West

Bieber Bogardus DeAIessandro

THE JuDGES
Here is the panel of 10 judges that selected the 1982 Busi-

ness Insurance Risk Manager of the Year and Risk Manage-
ment Honor Roll:

• Duane C. Allen, assistant treasurer at Hanna Mining
Co. in Cleveland and the 1981 Business Insurance Risk Man-

ager of the Year. Mr. Allen represents risk managers.
• Bob Bieber, consultant at Ebasco Risk Management

Consultants Inc. in New York. Mr. Bieber was named to the

1981 Business Insurance Risk Management Honor Roll, rep-
resenting government entities, while serving as director of
risk management for Westchester County, N.Y.

• John A. Bogardus, chairman and chief executive officer
of Alexander & Alexander Services Inc. in New York. Mr.

Bogardus represents commercial insurance brokers.
• Joseph P. DeAlessandro, president of National Union

Fire Insurance Co. of Pittsburgh, Pa., in New York. Mr.
DeAlessandro represents stock insurance companies.

• Bud Griffin, president of Warren, MeVeigh & Griffin
in Newport Beach, Calif. He represents the risk manage-
ment consulting profession.

• Baylor Landrum, president of Nahm, Turner, Vaughan
& Landrum Inc. in Louisville, Ky. He represents regional
insurance brokerage firms.

• Robert I. Mehr, professor of finance at the University of
Illinois and author of risk management texts. Mr. Mehr rep-
resents insurance and risk management educators.

• John P. Olsson, vp of finance of Austin Industries Inc.
in Dallas. Mr. 01sson represents corporate financial officers.

• William Ryan, insurance and risk manager for the Uni-
versity of Michigan in Ann Arbor, also representing risk
managers. He was named to the 1981 Business Insurance
Risk Management Honor Roll in the not-for-profit institu-
tions category.

Although the 1982 winners are just announced in this
issue, it's time for you to start thinking about nominating
someone for the 1983 Business Insurance Risk Manager of
the Year award.

You can request nomination forms from Business Insur-
ance and start the campaign now.

Nominated risk managers are judged against nine criteria
of professional performance (see story above). The nomina-
tor compiles one-page essays on each criteria showing how
well the risk manager fulfills the test and the judges assign
scores for each.

Griffin

• George R. West, chairman and president of Allendale
Mutual Insurance Co. in Johnston, R.I. Mr. West represents
mutual insurers.

Mr. DeAlessandro, Mr. Griffin and Mr. West were judges
for the 1981 competition. The seven other judges are new.

This year, the judges used nine criteria in selecting the
Risk Manager of the Year. The candidates were scored on
how well they performed their duties in the following vari-
ous aspects of risk management:

• Establishing and implementing an effective risk man-
agement program within the organization.

• Tackling and solving one or more major problems for
his or her organization.

• Applying, in innovative ways, the diverse tools of risk
management and insurance.

• Creatively and effectively using insurance markets.
• Establishing a workable information system inside and

outside the organization, culminating in access to a body of
information on events and activities that affect the organiza-
tion's risk management and insurance.

• Applying management principles skillfully to the over-
all organization and within the risk management depart-
ment.

• Achieving the most effective program at the optimum
cost over the long term.

• Developing technical expertise in any or all of the
broad categories included in risk management (insurance,
safety, law, industrial hygiene, claims control/administra-
tion, underwriting, communications, information systems,
etc.) leading to a better managerial grasp of the operations
aspects of the job.

• Exhibiting an attitude and performing activities foster-
ing the advancement of the risk management profession.

1983 NOMINATIONS
The candidate with the highest cumulative score is

named Risk Manager of the Year.
Business Insurance also has established a Risk Manage-

ment Honor Roll to honor nominees in specific categories.
The highest-scoring candidate in each category not repre-
sented by the Risk Manager of the Year is named to the
honor roll. A first runner-up may be named.

The four categories of organizations are:
• Large corporations with more than $300 million in

sales and/or more than 1,000 employees.

Where to eat during RIMS
Continued from page 3
The Dubliner, 4 F St. N.W., known
for its tankards of Irish beers and

ales. It also serves good blue cheese
hamburgers.

Lunches at Dominique's-Mr.
Jordan's favorite expensive French
restaurant-run from $6.50 to $9
and dinners range from $10.25 to
$18.95. Major credit cards are ac-
cepted and reservations are recom-
mended.

At The Dubliner, lunches range
from $4 to $10; dinners, $6 to $12.
Reservations are suggested for
lunch. Arrive before noon to beat

the rush.

When Washington's benefit com-
munity wants a quick meal, it may
go to the Class Reunion, 1726 H St.
N.W., says Michael Romig, director
of employee benefits at the U.S.
Chamber of Commerce. The Re-

union also is a favorite among the
staff of The Washington Post.

The Reunion, a legend among
Washington journalists, is a good
place for a drink or a variety of
sandwiches. Prices for lunch range
from $4 to $9; dinners, $6 to $10.

Major credit cards are accepted.
Reservations are not required.

If you're a Democrat and you
want to go to your party's strong-
hold, stop at Mel Krupin's at 1120
Connecticut Ave. N.W., for boiled
beef, corned beef sandwiches and

chicken soup.
Prices are $6 to $9 for lunch and

$11 to $17 for dinner. Major credit
cards are accepted and reservations
suggested. To be sure of a seat,
come before noon for lunch and be-

fore 7 p.m. for dinner.
The spot favored by top Reagan

advisers, like presidential coun-
selor Edwin Meese, is Maison

Blanche, 1725 F St. N.W. Special-
ties served in the lavish dining
room, just one block from the
White House and the Office of

Management and Budget, include
duck breast and white chocolate

rnousse.

Lunch ranges from $7 to $14, and
dinner runs from $12 to $16. Reser-
vations are suggested, and it's al-
ways crowded at lunch. Major
credit cards are accepted.

This reporter, who has lived in

Washington for five years, has his
own recommendations-seconded

by other experts.
Never mind the soiled carpet,

you'll find the best Chinese food at
Szechuan, 615 I St. N.W. The best

dishes: scallops, Szechuan-style and
beef with snow peas.

Lunch prices range from $4.35 to
$5.50; dinners, $5.95 to $8.95. Major
credit cards are honored. Reserva-

tions are accepted only for parties
of more than four.

Szechuan is busiest between

noon and 1:15 p.m. for lunch and 7
to 8:30 p.m. for dinner.

For fun, if you're in Georgetown,
stop at Au Pied de Cochon, 1335
Wisconsin Ave. N.W., where you
can enjoy onion soup, crepes,
quiche and omelettes in an austere,
but authentic French bar. It's very
popular among the Georgetown
University crowd.

Prices for lunch and dinner

range from $4.50 to $8.50. No credit
cards or reservations are accepted.
It's always crowded at lunch, and
the best chance for immediate seat-

ing at dinner is before 7 p.m. or
after 8:30 p.m.

Also, Georgetown has Washing-
ton's best pizza at Geppetto, 2917 M

Landrum

Mehr

01sson

• Small corporations with less than $300 million in sales
and/or fewer than 1,000 employees.

• Government entities.

• Not-for-profit or tax-exempt organizations.
To receive a nominating form for the 1983 Business In-

surance Risk Manager of the Year write Business Insur-
ance, 740 N. Rush St., Chicago, Ill. 60611. The deadline for
entries is Dec. 1.

Winners are traditionally announced in a special section
in an April Business Insurance issue that coincides with the
annual Risk and Insurance Management Society meeting.

St N.W., where the crust is thick

and spread with chunks of tomato.
Prices at Geppetto's for lunch or

dinner range from $5.50 to $10.
Major credit cards are accepted. No
reservations are accepted. Go be-
fore noon to beat the lunch-hour

rush; lines for dinner begin to form
around 6 p.m.

If you like steak, and only steak,
make reservations at, where else,
Le Steak, 3060 M St. N.W. in Geor-

getown. Meals start out with an
enormous salad, heavily seasoned
with mustard, garlic and black pep-
per, followed by steak as rare as
you like. A mountain of french
fries will accompany your steak.

Le Steak is open only for dinner
with prices around $15. Reserva-
tions are suggested and major
credit cards are accepted.

Beefeaters also will want to go to
the Prime Rib, 2020 K St. N.W., for

thick, juky roast beef. The Prime
Rib is a favorite with the trade as-
sociation crowd.

Lunch prices at the Prime Rib
range from $9.50 to $13.50; dinners,
$13.50 to $20. Reservations are
strongly recommended. Major
credit cards are accepted.

If you're hungry for Italian food

and can't get into the highly re-
commended Cantina D'Italia, try
Trattu, 1823 Jefferson Place N.W.
The prices are only two-thirds of
those charged at the more popular
downtown restaurants, yet Trattu's
pastas, like linguine with red cav-
iar, compare with the best.

Lunch prices range from $4.25 to
$6.50; dinners range from $5.50 to
$10.50. Reservations are suggested
for dinner. Major credit cards are
accepted.

If you're in upper Northwest
Washington, a must is the Thai
Room, 5037 Connecticut Ave. N.W.,
for highly peppered shrimp, beef or
chicken dishes.

Lunch and dinner prices range
from $4 to $12. Reservations are
suggested on the weekends and
major credit cards are accepted.

And to conclude a night in Wash-
ington, there's F. Scott's, 1232 36th
St. N.W., for jazz and alcohol-laced
ice cream in a 19208 atmosphere.

For light eating, oysters and
clams and a variety of sandwiches
also are available.

F. Scott's opens at 6 p.m. Prices
range from $7.50 to $15.50. Reser-
vations are suggested. Major credit
cards are accepted. .
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Women risk managers say barriers are falling
Continued ftom page 3 be an advantage Being the first to especially when the Job is new to helped Ms Muecke learn about her an opportunity for risk managers to
tures Industries Inc in New York, hold a new position can yield great the company, management skills new risk management position, she gain new insights into their pro-

.Tbut you have to let lt go by opportunities for women as well, may be the ticket even for a person notes And management at her fession This week's meeting will
usually ignore the problems," she Ms Crager says. There isn't the who doesn't hold a management company encouraged her to attend include a panel discussion of the
says, noting that she's also black stigma of being the first woman in position within the firm the education seminars role of men and Women in risk
and may have to ignore prejudice a position that has always been One woman, who had been exec- Continuing education is vital for management that Provident Na-
for that reason as well held by a man utive secretary to the vp for fi- women in risk management, be- tional Bank's Ms Crager will mod-

Working around problems Several women who were hired nance for a year, said management lieves Cheri J Hawkins, assistant erate
doesn't mean accepting whatever for new positions had risk manage- recognized her as a "take-charge director of insurance for Weyer- She helped put together a work-
comes, however Women have to ment experience in the field from person" and offered her the new hauser Co. in Tacoma, Wash That's shop on the subject at a few local
be assertive, many female risk other industries Ms Crager, for position as risk manager particularly true for women who risk management meetings and it
managers point out, especially if example, worked in risk manage- "I didn't know what a risk man- move into risk management from was very successful, she notes
they are a company's first risk ment at another company, al- ager was when they offered the secretarial positions because they Women had the opportunity to
rnanager though she wasn't the director of a newly created position to me," "have a lot of catching up to do " voice some of their feelings about

Several women noted that their department quips Carol Muecke, risk manager If a woman becomes a risk man- working in a non-traditional occu-
employer didn't have a risk man- With a minor in economics. the for Chem-Nuclear Systems Inc in ager without having a background pation and learned that others
agement department before they business world wasn't new to Ms Kirkland, Wash in the field, she had better learn or share those same thoughts, she
took on the responsibilities That Crager And more and more That was two years ago. Ms the position will be a title without says Some workshops on the sub-
can be either a plus or a minus to women are preparing for the busi- Muecke now handles insurance for much substance Ject drew about 20% male participa-
women in the newly created posi- ness world in colleges and univer- the firm's low-level nuclear waste tion as well
tion sitles around the country, particu- site and hazardous chemical waste Management has an obligation For even as the barriers to

On the one hand, companies' first larly in the last five years In fact, sites all over the country to allow new risk managers to at- women in risk management break
risk managers, whether men or some universities and colleges have While risk management was a tend educational seminars as well, down or at least become less formi-
women, have to feel their way reported an almost equal number new notion to her, business wasn't Ms Hawkins says One measure of dable, today's female risk managers
along, making the position what of women and men in business pro- She earned a bachelor's degree in how seriously a company takes a are still pioneers.
they can, Ms Crager notes That grams business from the University of woman risk manager is how will- They're probably the first female
may include learning from their While a business degree is not Minnesota back in 1957 when she ing the firm is to send her to sem- rlsk manager their companies have
own mistakes necessarily a ticket to the career of was one of seven women in the mars to upgrade her talents, she ever had, but now they have the se-

On the other hand, being able to your choice, it may lead to quick business school of 500 students explains curity of knowing they're far from
mold the position to your ideas can advancement In risk management, Seminars and conferences The annual RIMS Conference lS alone as they blaze new trails .

NFL faces players' strike threat without coverage
Continued from page lb Strike insurance and any form of be written," Mr Marino continues Hamilton, Bermuda strike contingency plans

"I have been aware of a market financial guarantee coverage is dis- "But if it's all right to do in a fund The printing industry has a simi- No one signed up for coverage,
for strike insurance in Bermuda," cussed only in hush-hush tones by set up in a captive, why isn't it all lar arrangement with United In- he adds
he adds "But I've never heard of a participants, so hard information is right to do it on the open market'" surance Co Ltd, also of Bermuda, Mr Royle says he was among
market for it in London " difficult to find Historically, several industries Mr Hanson says those responsible for establishing a

"Had the strike been settled ear- But commercial strike insurance have attempted to fund strike risks Although there lS precedent for Caribbean-based mutual insurer
her," adds Mr Dipple, "certainly appears to be rare with self-insurance programs, mu- the coverage, strike insurance is about 15 years ago to insure U S
the Lloyd's underwriters wouldn't Besides baseball, the only well- tual-aid pacts and captive insur- not without social and legal prob- railroads against strikes The plan,
have put reservations on the thing publicized example of the use of ance companies lems which he says is Still in effect, pays
(strike insurance) " strike insurance came during the Until a few years ago, the airlines In Britain, the powerful Confed- off when anything less than 50% of

One U.S broker who had pre- 1980 Screen Actors Guild strike, self-insured against losses caused eration of British Industry, with industry is struck and covers just
viously placed strike coverage disa- when some motion picture pro- by walkouts through a mutual-aid more than 300,000 corporate mem- fixed costs and not profits
greed ducers purchased it (BI, Aug 4, pact bers, asked Lloyd's m 1979 to pro- Mr Royle says similar schemes

He said he has dealt m strike in- 1980) The newspaper and railroad in- vide protection against strikes esti- for automakers in Europe failed
surance with, among others, The dustries share strike risks in Ber- mated to cost the British economy because individual managements
Hartford Group, Crump Interna- It's not common at all (and) it's muda-based mutual insurers, insur- millions of pounds per year didn't trust each other's labor rela-
tional and Willcox Baringer only done in a soft market," says ance industry sources say But less than a year later, the tons enough to bet insurance pre-

There are domestic un- John F Gross, a senior vp, casualty The airlines mutual-aid pact, plan was dropped after the Confed- miums against a competitors
derwriters who are willing to write marketing specialist and a strike however, was outlawed by deregu- eration said a survey of its mem- strike
depending on price and circum- insurance expert at Marsh & lation From time to time a broker bership showed major employers An additional problem with
stance," he says "You've never McLennan Inc in New York proposes a new plan, but aviation weren't interested in the project strike coverage concerns a legal
seen (our) name in the paper on "Up until the baseball strike, it brokers and underwriters aren't "We felt the scheme would not issue, points out James A Greer, a
any of this and that's the way we'd was almost 20 years since a strike aware of any airlines formally suit Britain's industrial climate at partner with the New York law
like to keep it That coverage you cover was written (on the open funding those risks this time, but we are happily leav- firm of LeBoeuf, Lamb, Leiby &
don't blab around on the street any market) Since then we've quoted Two airline risk managers recall ing it to brokers to test it on their MacRae
more than you do kidnap and ran- maybe half-a-dozen, but we've that two or three years ago a broker own if they wish," said Raymond (Mr Greer's firm is the U S gen-
som" probably only written two or three solicited airline interest in setting Pennock, the CBI's president eral counsel for Lloyd's, but Mr

Hartford, Crump and Willcox on any big scale " up a strike insurance program, de- Greer emphasizes that he does not
Baringer did not confirm whether Mr Gross explains that any in- pendent on industrywide participa- A group of Lloyd's brokers de- speak for Lloyd's on this issue )
or not they underwrite or place dustry with labor problems may in- tion for rating but sold to individ- cided to press the scheme on their There is legal uncertainty about
strike coverage quire about strike insurance, and ual air carriers own with a mutual fund to serve what would happen if a company

Two other insurers cited by the inquiries have increased "maybe The scheme apparently failed to smaller British firms covered by strike insurance failed
broker, Employers Insurance of tenfold" since the baseball strike catch on and was never imple- Anthony V Alexander, a Sedg- to bargain in good faith-in effect
Wausau Inc of Wausau, Wis, and Often, he says, the most senior mented wick Group director involved in delaying the settlement of a strike
Allianz Underwriters Inc of Los executives of a company will make "

Nobody has been around for a the original marketing effort, said while obtaining the insurance ben-
Angeles, an affiliate of Allianz In- the inquiry, bypassing risk manag- couple of years and it's my view is at the time that a fund of $10 mil- efits, Mr Greer says
surance Co, both said they are not ers or labor relations staff to make that it will probably stay that way," hon to $20 million a year might be In the baseball strike, he notes,
selling strike insurance sure the inquiry doesn't leak to out- comments Stuart J Tuchman, sufficient initially insurers never made that allegation

"We are not a market for strike siders director of corporate risk for Texas The original plan had called for about the baseball owners "What
insurance and our business inter- One broker who remains opti- International Airlines Inc in Hous- premium income of up to $200 mil- would happen if they did, nobody
ruption coverage does not pay off mistie about strike insurance place- ton hon, with brokers managing the knows for sure," he says
for strikes," says Paul R Enos, se- ments is Jasper M Marino, the se- "I think we looked at it, hke fund (BI, Oct 1,1979, Aug 25,1980, The language of most insurance
nior vp for commercial property at nior vp and manager of Reed Sten- many others, and declined to par- Sept 29,1980) contracts requiring policyholders to
Wausau Insurance Cos house Inc of Missouri in Kansas ticipate," says Harry F Marden, In March 1981, underwriter Gor- "mitigate" losses might come into

"Usually the people that would City, who arranged the baseball director of corporate insurance for don J R Hickmott told a London play in such a dispute, Mr Greer
want to buy strike insurance would coverage for 1981 Pan American World Airways Inc meeting of the Assn of Insurance adds
have had bad labor relations," he Few people realize, he notes, that m New York & Risk Managers in Industry & Another problem may be one of
explains the baseball central fund had pur- "I kind of feel that a strike insur- Commerce that it was his view that definition Just what exactly is a

chased a similar coverage a year ance program is going to cost al- confederation members supported strikep
Allianz underwrote a total of earlier through Marsh & MeLen- most what you pay out and that's strike insurance but the political

$19 5 million worth of the two ex- nan, for a premium of about $2 mil- not insurance, that's swapping dol- ramifications of the coverage was Metpath Inc. in Teterboro, NJ,
cess layers of the baseball coverage, lion That time around, there were lars There's a lot of other risks I'd hindering the group from support- which tests and transports medical
but reinsured heavily, says Benn no claims rather insure," he says ing the brokers' efforts specimens, purchased a policy from
Prybutok, vp of administration and "There's a lot of strike insurance Rollins Burdick Hunter, which Mr Hickmott, also a consultant Birmingham Fire Insurance Co
planning around, but not written through currently brokers hull and liability and arbitrator, says the policy mar- designed to reimburse it for the ad-

Since management changes at traditional insurance companies," risks for United Airlines, promoted keted by the Lloyd's brokers cov- ditional expenses of flying speci-
Allianz, the company does not and says Mr Marino the program, according to both risk ered fixed costs during a long dis- mens during the air traffic control-
has no plans to offer that kind of Insuring against the possibility of managers RBH officials would not pute within a covered company or lers strike
coverage a strike is "exactly like going to Las confirm its participation its suppliers for up to 57 days but When it came time to pay claims,

"It's one thing when you write Vegas-Just exactly It's Just seat of didn't pay for loss of profits however, Birmingham, an Ameri-
strike insurance as a legitimate the pants But there are a lot of Daily newspapers in the United Short walkouts weren't covered can Insurance Group company,
form of business interruption in- things we insure like that and States and Canada have been in- and there was a seven-day deduct- balked It argued that President
surance," says Mr Prybutok Lloyd's knows how to handle lt," sured for strikes since 1939 under a ible (BI, March 30, 1981) Reagan dismissed the controllers
Then its a fairly common form of Mr Marino says program run by the American Another backer of the British before the waiting period under the

coverage But we're not involved in One of the oldest strike coverages Newspaper Publishers Assn, based plan was Thimothy L F Royle, for- strike policy ended
that either And it's quite another underwritten was for shippers de- in Reston, Va., says Arthur Hanson, mer managing director of Hogg Ro- After the dismissal, it argued, the
thing to cover someone who 15 a pendent on movement of goods by the ANPA's retired general counsel binson Group Ltd. The program, he strike was no longer a strike A
party to labor negotiations That's a strike-prone longshoremen, he and a Washington, D C., lawyer now says, was a victim of the re- New York state appeals court ls
form of financial guarantee insur- notes The insurance is underwritten cession that forced unions to scrap still considering the question (BI,
ance " "A lot of people say lt shouldn't by Territorial Insurance Co. Ltd of strike plans and employers to drop Sept 7,1981)
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classified advertising
RATES AND CLOSING TIME:

Pdblished every Monday Copy in written form zn Chicago offlce not latei Business Insurance olind boa' ads areforwarded datly Mailads to Bai baia
than noon Monday, 7 days preceding publication da: e Dzsplay cZassdied Tosheff, Business Insltrance, Classified Advertising Dept, 740 N Rush St .
takes card rate of $55 00 per column inch with card discounts on size and Chicago, IL 60611 Ccil (312) 649-5340 for more information Teler Number
frequency Straight classified $5 00 per hne, minimum of 5 Zines. Addi- 25-4248 No vet bat p,ione copy accepted Responses to Busmess Insurance
tiOnal $10 00 charge for bhnd bo,r number Cash with order Responses to blind bor advertisements must .flt into a i equlat bustiic'vv-Nize envelope

MULTI-CLIENT RISK BROKERAGE Position Wanted

Risk Manager MANAGEMENT WANT TO MANAGER
Business Insurance ESTABLISH YOUF; OWN FIRM? RISK MANAGER

City of Cincinnati
Circulation $36,065-$39,762 Ne are multi-client risk managers for Small P&C Company of experience in brokerage develop- Former V P of National Risk

Breakdown* (Classified) 20 corps For a partnership Interest we ment for group health and We pro- Const firm Heavy experience

Mil provide selling and operational CFA Strong DP skills ducts CLU Is preferred The salary Retro-Captive-Surety

Commercial Consumers We are seeking a Risk Manager methods, technical support to a risk range will be from the low to midi twen- Instructor all areas of CPCU

to assume the responsibilities manager or broker's account exec DEC PDP 11/70, ties plus monthly incentive, monthly Box 540, BUSINESS INSURANCE
Administrative Management for the planning, coordinat on Dased In a major city Requires mini-

owners presidents RST/E, USER-11 commissions and annual bonus Ex- 740 Rush St, Chicago, ill 60611
and administration of the ctly-

vps etc
mum 10 yrs heavy experience sales pense account car and a complete be-

6 823 wide Risk Management Pro- ability and adequate finances for one Sister companies in nefit package is included Send re-
Financial Management gram Your areas of expertise year development period sume with salary history to Human Re-

chief financial officers must be In employee safety, publishing and con- sources Department

vps of finance secretaries
For more details see me at AIMS,worker's compensation and In-

ASSOCIATE

treasurers etc 9 385 surance A working knowlecge Wash DC (Sheratont or send perso-
struction services

BLUE CROSS & BLUE SHIELD RISK MANAGER

Insurance Management of OSHA standards and in sur- nal resume to

/

Thus position requires at least 2 years

President OF GEORGIA/ATLANTA Professional career opportunity,

vps directors managers of ance principles plus ARM ce- LEONARD R FRIEDMAN 3348 Peachtree Rd N E
Box 9271 minimum 5 yrs heavy commer-

insurance risk, benefits signation is desirable RISK MANAGEMENT, INC Atlanta, GA 30326
cial P&C brokerage or RM ex-

compensation safety This position requires a bac-ie- 325 Fifth Avenue, New York, Seattle WA 98109 (404) 262-8310

security etc 5 791 lor's degree In safety engineer- New York 10016 EOE M/F/H/V penence High technical com-

Government, Associations, ing, public/business administ a-
munications and organizational

Unions, Educational tion or a related field You must
skills required We are retained

Institutions ' 1001 possess 5 years professional ex- For a
by a medium-sized corp as their

perience progressing to and in- Risk-Insurance Department
Commercial Consumers

Sub-total 23,000
cluding Risk Manager or Safety Concise BERMUDA , MARKETING MANAGER For more details see me at RIMS,

Managerin acomplex business, and VP/GENERAL MANAGER for FLORIDA CARRIER Wash, DC (Sheraton), or send
Insurance Agents governmental unit or a layge Reinsurance Broker-all classes,

& Brokers 9 741 commercial property and Logical Our extensive growth In
personal resume to

Insurance Cos 4 735 casualty insurance carrier
worldwide, London/Continental

Workers' Compensation In-
LEONARD R FRIEDMAN

Financial Institutions 303 Qualified applicants should Approach EaS l NOERWRITER RISK MANAGEMENT, INC
surance requires first class

Actuaries Attorneys send their resume to F A Daw- to Vancus classes, reinsurance and 325 Fifth Avenue

Adiusters Appraisers
marketing/underwriting ma-

son, Director of Finance. Room Risk direct Large captive New York, NY, 10016
& Consultants 2208 250, 801 Plum Street, Cinctnrati,

nager for statewide workers'
CASUILTY CLAIMS

Others allied to the field 776 Ohio 45202, by May 15,1982. In
compensation program Sa-

Manaement #2 in claims-large captive Prefa- lary, benefits, stock partici-
TOTAL 40,763

addition, an official transcpt
must be sent from your coll€ge Recruiting reinsurance exposure pation Send resume soon

Source Business/Occupational directly to Civil Service C vi- Fo more information call for interview

breakdown 01 qualified circulation sion, Room 215, at the abovead- Thomas Hruska, CPCat 301*2- Gil Waters, Administrator
Nov 2 1981 issue as submitted to dress prior to appointment City 5322 or send resume to

Assure
BPA for December 1981 BPA residency required at time of ap-

FCCI FUND

Publishers Statement pointment 1_(61 C THE SEARCH GROUP 2540 South Trail

An Equal Opportunity Emplc,er
47 East Patrick Street Sarasota, FL, 33579 yourself top

Associates, Inc Frederick. MO 21701 (813) 365-1898

170 Broadway PEPSONNEL CONSULTANTS TC S quality
New York, N F 10038 THE INSURANCE INDUSTRY

'212) 227-8000

-Risk Management- employees-
BRANCH MANAGER-DENVER • Corporate Advertise

Experienced property/casualty person to estab- CORPORATE
RIMS • Insurance

Conference Company

lish branch office and agencyplant forexpanding INSURANCE CLAIM OPPORTUNITY
• Brokerage your

New York City A+ company. Position requires MARTY HODES. ARM

sound commercial underwriting experience and We are a major, privately held U S corporation with a reputa- openings in
At the

proven sales record with local agents Admin-
tion for success and excellence within the construction and Washington Hilton

mining industries Weare looking foran individual tosetupa Call for a private chat

istrative background an added advantage
the Business

c aim department in our Omaha corporate office Responsi-
billties will include monitoring workers compensation, gen-

(212) 697-3358

Send resume to Ken W. Blakeley, Vice Presideng
Insurance

eral and automobile liability claims win new insurance car-
Marketing Department, Eagle Star Insurance ner, In addition to phasing outopen claims undercurrent self-

IRM Division
/nsurance RisA

Company of America, 111 John Street, New York, administered program Management
Classifieds.

N.Y. 10038 Candidate should have a minimum of three years experience Career Guides Agency =
5 Lex Ave, NYC 10017

handling large claims Law degree preferred, but experience
can be acceptable substitution

Flease submit resume with salary history All information will
CONTACT-GLENN WOOTTON te held In strict confidence

V P SPECIAL RISK UNDERWRITER-Thus malor A + Class XV Co has an excel
tent oppty in the„ Home Ofc Underwriting area The ideal candidate will have PETER KIEWIT SONS', INC.
10 yrs working with Fortune National Accts and be well versed In large De
ductibles Paid Loss Retro Cash Flow Programs SIR & Captives The person 160 Kiewit Plaza
that fills thus position w,11 have an excellent rapport with the Brokers & Agents Omaha, Nebraska 68131
that produce this business as well as the ability to manage a large group of peo-
pie $6OK plus Bonus-$2OK+ perks Phone (402) 342-2052
WET MARINE FIELD UNDERWRITER-This major international concern hasan

*'SZZ?Zrcifiecanat{}15andt;,1{;:,Z?mvy::t:rt'U;- An Equal Opportunity Employer M/F

ng & marketing Wet Marine Cargo business if you have the bkgrnd are ag- rASSISTANT 
DIRECTOR -

gressive & fullofimagination th,sposition ts for you To $30Kwith excellent be-
neill pkg
INTERNATIONAL PROPERTY UNDERWRITER-This major int 1 firm has an ex- INSURANCE
cellent oppty for an individual with 3-5 Comm Prop This branch operation will
train a person that has a strong primary bkgrnd for ths in

INSURANCE
Surplus lines Reinsurance or intl would be a big plus To $3OK plus exc bene-
f,ts

BROKERAGE & SPECIAL RISKS-RAY J CROWLEY MASS Northwest Industries, Inc, a Fortune "200" United

PROPERTY NATIONAL ACCTS -Major Alphabet Firm with an aggressive pos- States corporation, is a management holding company
ture,n the market presently hasa need lora Sr level staff member Your bkgrnd which, through its 8 Operating Companies, manufac-
should include at least 5 yrs with Jumbo (mult,-million) Property accts Techm
cal abilities should encompass the full spectrum of Property exposures Respon
stbilittes will include the structuring & marketing of sophisticated programs for MARKEnNG tures and markets oil country tubular goods, consumer

softgoods, industrial products, batteries, and chemical
the Fortune Client & branch offices across the country Exc communicative
skills & the ability to travel are necessities for this top flight corporate position

& electrical products, and makes investments in oil and
6OK

FINANCIAL ANALYST-Major top 20,nsurance Co with a very visible analyst
oppty available due to growth in the division This position s responsibility will INSURANCE growth Insalesand earnings (1981 sales wereinexcess
include the evaluation & restructuring of funding programs for the Fortune 1000 of $3 billion), and project significant future growth
type Client Excellentcommunicativeskillsare necessaryto make presentations
to CI,ents & Brokers Youshould have 2 yrs exp witha major firmintheanalysts We are seeking an Assistant Director-Insurance who
area aswellas an advanced Degree,n Finance or Economics A graduate Degree
is not a prerequisite Mid $30 s EXECUnVES will supervise a staff of 3 professionals and have re-
MBAs-If you have recently received your degree or have had it for some time &

sponsibility for planning, implementing, and managing
are presently working in an underwriting capacityin the industry with exposures a very substantial Property and Casualty insurance
to some larger risks my client would !,keto talk to you This could be an oppty
for you to directly utilize your educational bkgrnd in their risk service division

program

Thus is a national Broker willing to train someone in the Financial Analyst field

tl position Exp in

gas properties We have experienced substantial

Dynamic insurance company needs Salary Allotment AD- This highly visible position requires a strong insurance
andafford them an accelerated track into field work Mid $30 s count Representatives to cover assigned territories in
COMMERCIAL MARKETING REP -Major Alphabet Firm In the Mid-Atlantic re background with a mimmum of 5 years experience in all
gionhasanopening fora Comm Cas professional to join thelrmarketing dept

Texas, California and other areas of tre country Involves
3. yrs exp In WC GL Auto & Product Liab could quality you for this slot Any extensive travel phases of Property/Casualty Insurance for large cor-
exp with an independent agency or broker isadefinite plus butexp Inthe U/W Remarkable opportunity for self-starter using extensive porate risks Thesuccessful candidate will haveproven
of larger Comm accts could work provided you have thedes,re & ability to work
m the field High $20 s

prospect lists provided by home office. and providing on- administrative and supervisory skills, and a college
going support services to client companies degree in a related area An MBA and/or CPCU Is

NATIONAL ACCOUNTS UNDERWRITER-Major A· Class XV Co with an im
pressivenat laccts portfolio hasanopening fora bright & aggressive Gas U/W Salary commensurate with ability, plus generous bonis  highly desirable For consideration, send resume in-
with 3+ yrs exp in the area of Paid Loss Retros Oeductibles Cash Flows etc Excellent fringe benefit package  cluding salary history, m confidence, to
Thisisa homeofc position that willinterfaceregularly with the financial services Please send resume and salary history to
dept to tackle the Jumbo type accts Mid $30 s Personnel Manager

MR BLACK
 F 9.a n - INTERNATIONAL INSUNNCE THE PACE GROUP I Northwest Industries,Inc 
mro- J CONSUITANTS,INCORPOR{TED 20 Hurlbut Street
Imb Al a
Illilll DIVERSIFIED EXECUTIVE SEARCH SERVICES West Hartford, Cornecticut 06110

5 6300 Sears Tower Chicago Illinois 60606
Absolute Confidenttelity Guaranteed  312/876 7000

(800) 327·8228 (305) 771 -9910 All REPLIES HELD CONFIDENTIAL Equal Opportunity Employer

EQUAL OPPORTUNITY AGENCY
5301 N DIXIE HWY

an equal opportunity employer m 4

FORT LAUDERDALE Fl 33334 COMPANY FEE PAID WEd..
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N.Y. may raid four state insurance funds
Continued from page 2 York-based American Insurance Supporters of the raid argue that Senate Republicans recommended $50 million
Insurance Fund and $37 million Assn. investment income has allowed the using $140 million for state ex-
from the Property and Liability In- The ALA, Joined by the National fund in recent years to offer work- penses and refunding $50 million to with," acknowledges Rudy F
surance Security Fund, which is Assn of Independent Insurers and ers compensation rates 35% below the state's insurers. The state bud- Runko, deputy director of Mr
the state guaranty fund the Alliance of American Insurers, private insurers and employers get signed by Mr. Carey specifies Carey's Division of the Budget "It's

The legislation he signed, how- retained the law firm of Paul, have been flocking tb the fund It $87 million and no refund
ever,-authorizes the $190 million Weiss, Rifkind, Wharton & Garri- can spare the $190 million, they Insurance companies have not to the state "
from the State Insurance Fund, $87 son to explore ways to challenge say 1 had to contribute to the fund since

million from the Property and Lia- the diversions
bility Insurance Security Fund, $50 Behind Mr Carey's action is a

Stock Workmen's Compensation to balance the state budget
Security Fund

Any changes to these amounts the Republican Senate leadership, in force, according to' aides to Sen. needed more than ever
would have to be done by legisla- contend Mr Carey underestimate John R Dunne, the former chair-
tive amendment

"This is the worst of both the governor's budget and crafted mittee, who opposes the raid

legislative counsel in Albany for greater spending sury would perilousl* diminish the compensation laws Insurers can million

Burke, Cavalier, Lyman & Shan- action means for the four funds quence that could rehult in a pre- to beneficiaries
tey "He vetoed the IOU appropria- • The State Insurance Fund, the mium increase to policyholders The Senate Finance Committee because more policies have been

now is what is the Legislature of $17 billion and excess reserves letter to Mr Carey million "was not actuarially or sta- compensation benefits. The bigger
going to do?"

"I think it's very close to im- governor originally proposed trans- surance Security Fund covers serve for claims " must contribute to the fund

moral to take trust funds and use ferring $140 million from this fund. claims against insolvent insurance Mr Carey has never sought di- The Senate Finance Committee

them for an unknown purpose," Senate Republicans sought $220 companies and has k balance of version from this fund, but, at the recommended diverting $67 mil-

and general counsel for the New $190 million nally sought to diveri $37 million. Committee, the state budget diverts the Assembly went along

Structured settlement ccbuld pay $26.5 million
Continued from page 2 the suit says apparently, of becoming a world- tended for the care and mainte-
mingham, Ala. This left Richard G McWhorter, class runner," Mr. Mithoff says nance of Richard G McWhorter largely attributed to Mr.

The amount to be paid by Car- formerly a $44,000-a-year comp- Had the suit come to trial, Mr. These payments will accrue a McWhorter's severe injuries, Mr
riers, which insured Gateway troller for S&B Engineers Inc of Mithoff said he planhed to prove possible $12 million. Sheeran says .He is incapacitated
Transportation Co and its parent Houston, with brain damage "such that both trucks were going much

could not be confirmed, sources infantile and there is almost no re- rainy conditions before the wreck McWhorter, who are caring for life."

reached for comment in the 36 years prior to the acci- though allegations thbt the trucks ton Another lump sum of $160,000 career potentials, including Mrs
Sources say both insurers are dent," the suit says.

heavily reinsured for the losses. riety, they were never proven and bara McWhorter's mother runner, Mr Mithoff says
The insurance money will be "He had the potential to be- no evidence was everpresented to Mr. Mithoff has confirmed that "I think psychologically it had to

used to purchase annuities that will come vp in charge of financial af- support them.
accrue interest over the years to fairs for the firm," says Richard Following an initial payment of vide a fee of about $26 million. pretty heavily on the mind.
supply a steady income that could Mithoff, the attorney representing $35 million, the settlement awards
total $26.2 million Mr MeWhorter's father, Richard the McWhorter sons Richard J, 17,

The suit says the crash occurred M McWhorter, who filed the suit and Andrew S., 14, $30,000 a year
when the trucks operated by Ma- on behalf of his son and grandsons. from ages 18 to 25, with a 6% in-
lone driver James M. Waldroup of At the time of the accident, the crease each year Froin ages 25 to insurance services guide
Commerce, Ga, and Gateway family was taking a side trip to Ni- 35, each will receive $525,000 an- 1
driver Leonard Fleischer of Elyrie, agara Falls while on the way to the nually, for total of $11 million
Ohio., collided while the men were 1981 Boston Marathon, in which In addition, beginning with a
"apparently engaged in a contest of Mrs. MeWhorter planned to com- $500,000 payment next month, the BECK & WALLER For advertising
speed." The collision caused the pete, the attorney says defendants will pay $150,000 an- INTERNATIONAL, INC. information in the
Gateway vehicle to cross the me- "She had set a number of records nually, plus an additional 6% each
dian and hit the McWhorter car, in Houston and had the potential, year, for 30 years to annuities in- Financial & Risk Management Insurance Services Guide

consultants offering cash flow in-
novations to the energy industry. Contact: Barbara Tosheff

Underinsured city faces bankruptcy
One A#en Center. Sune 1000 740 Rush Street

Houston, Texas 77002

713/658-8109
Chicago, lili nois 60611
Telephone (312) 649-5340

Continued from page 2 Mr. Garcia was on the gunman's through insurance purchased •Fire Protection Engineering

The chances of South Tucson ac- front porch after releasing his dog, through the state workers compen-
ATWOOD & CO.

m Sprinkler System Design

tually paying the entire Judgment Mr Anderson says. "Unfortuna- sation fund • Underwriting Reports Consult,ng Actuar,es
•Fire and Security Alarm System Design Claim Reviewsare remote, he says. "You can't get tely, a number of shots were fired "Roy is a real nice guy," Mr An- •Building and Fire Code Consultation

Reinsurance and Reserve Analysis
blood out of a turnip I think there when they were sneaking into the derson says "We took him back • OSHA-Salety Engineering

for Captive$ and Self Insurers
will be a compromise, some type of house A number of policemen into the department fok awhile, but Shi.me,

SOOO Ambrose Ave
structured settlement that is good started running away and the gen- after six to nine months he quit He SCHIRMER ENGINEERING CORPORATION Los Angeles, CA 90027

for Mr Garcia and allows the city tleman (South Tucson officer) ap- was having medical problems and 707 lake Cook Road · Oeerheld 1 60015 • 312 212 8340 (213) 661-9260

to stay in business." parently fired over his shoulder, couldn't go to work evdry day
Whatever the outcome, the case hitting Mr. Garcia " "We wanted to do what was best

- EMPLOYER'S HEALTH-
has raised doubts about mutual aid In the suit that followed, South for our employee It id too bad he BENEFITS NEWSLETTER LOSS RESERVE

agreements between municipal po- Tucson's attorney argued that Mr couldn't continue at hid desk Job." Cost containment, plan design, CERTIFICATION

hee departments and spotlighted Garcia worked under South Tue- South Tucson officials decline HMOs. health policy, original re- ilerger/Acquisilion
search and more A unique source Total Claim )lanagement & Technical Sentees

the need for adequate police liabil- son Police Department's supervi- comment on their dilemma, but Mr of information since 1976 $3500 John J O lonnor. BA L L B 1 4 A

ity insurance, says Tucson risk sion and was, therefore, a South Anderson says, "Somebody made a per year FREE SAMPLE J. J. O'Connor & Co.
Personnel Research Assoc. Watch Hill Road

manager Terry Anderson, careful Tucson employee This would give decision not to have ddequate in- 49 Oakridge Rd. Watch Hill. Rl 02891

to stress that Tucson and South him no more right to sue the city surance That somebody will have Verona, N.J. 07044 (401) 348-8386 24 hour service

Tucson are two separate cities than he had to sue his own em- to live with it." .

"I've been getting calls from all ployer, the city of Tucson
over the country regarding this South Tucson also attempted to
problem," he says. "Small entities show that the Tucson police force

Health costs RCRA

are worned about the implications was negligent because Mr. Garcia hit $162 billion SUPERFUND
this has on intergovernmental went to the gunman's porch on RISK ASSESSMENTS
agreements orders from his own department. WASHINGTON-Americans

Our technical staff of engineers, hydrogeologists, and toxicologists
Mr Anderson said South Tucson The Jury rejected both arguments spent $162 billion on health care have been on-the-scene at over 400 hazardous waste sites Experience

residents have responded nega- But Tucson's interest in the $3 6 and medical insurance' in 1980, al- ts our most important asset
tively to the idea of increased taxes million judgment is not completely most 9% of their disposable per-

We have developed state-of-the-art risk assessment procedures forto pay the award but the possibliity nullified. It now has a lien against sonal income, according to'govern- hazardous waste Investigations and audits
has not been ruled out part of the award seeking repay- ment statistics Whether your needs call for consultation or technical support ser-

Mr Garcia, a dog handler for ment of about $200,000 of workers By contrast Americans spent 19% vices to understand, interpret, or comply with RCRA or Superfund, we
Tucson Police Department, was compensation benefits paid Mr. of income on food and liquor and can help
shot while participating in a mutual Garcia since the shooting Mr An- 15% on housing. Trahsportation For full information contact Steffen W Plehn at (202) 223-5621
aid operation to help South Tucson derson says the city's out-of-the- costs consumed 13% of disposable FRED C. HART ASSOCIATES, INC.police capture a shotgun-wielding pocket share of the payments is personal income, according to the

New York Washington Newark
assailant barricaded in a house. about $30,000 with the rest covered statistics

Denver

1
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Huge rate hikes may be needed: PBGC
Continued from page l b
ing in the wind."

The PBGC already has warned
that termination insurance premi-
ums would have to be increased by

about $8 if Chrysler Corp., which
has $1.1 billion in unfunded vested
benefits, collapses.

And if troubled International

Harvester Corp., whose pension

PAUL X. McMENAMAN, P.A.
Attorneys to the Insurance Industry

General Casualty Professional Liability Product Liability
Fidelity and Surety Bonds Fee Attorneys
Contract Attorneys Contingent Attorneys

Fees, contract proposals and resumis on request
Contact Main Office: 2307 Railroad Avenue

Spring Lake, N.J. 07762

(201) 449.1600
1 So. New York Ave.46 Bayard St.

New Brunswick Atlantic City

liabilities exceed its pension plan
assets by $1.3 billion, also fails, ter-
mination insurance premiums
would have to be hiked another $8

to $9.
Chrysler and International Har-

vester are among 33 financially
troubled firms with large under-
funded pension plans, according to
the report.

If all these companies failed, the
PBGC could have to pay out more
than $5 billion in pension benefits
to the companies' workers and re-
tirees. To pay for these benefits, the
PBGC would have to seek a series

of premium increases until the pre-
mium reached $40 to $80 per partic-
ipant.

At some point, employers could
be expected to rebel against paying
higher termination insurance pre-
miums. Other employers with un-

derfunded plans may decide to
dump their plans on the PBGC to
avoid paying those hefty premi-
ums.

Eventually, under that scenario,
the premiums would rise too high
for many employers to pay, and the
PBGC insurance system, which
Congress created in 1974 as part of
the Employee Retirement Income
Security Act, would collapse.

To prevent such a collapse, the
PBGC could cut back on benefit

guarantees or make it more diffi-
cult for employers to fold their
pension plans.

While no one is predicting a col-
lapse, the trends are ominous. For
example, the size of the average
claim filed with the agency has in-
creased to $758,000 in 1981 from
$180,000 in 1977.

In addition, the number of claims

There's iust one thing we'dlike to sayto companies
interested in saving money on disability claims ...
FAS*/Agrjzek 5;4*r Ky- A i**04*00 Wk 74 64' ',**]27*& 43* be*ed tosepte Btf-00
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"Case Closed"

Last year 62% of the cases handled by
VPS resulted in successful dosure, based
on insurance industry standards. An addi-
tional 21% are pending resolution. We think
you'll agree that's quite a record.

In view of that record, there's no doubt
that our rehabilitation service can save you
moneg The question is no longer"Should
we use VPS?," but, "When?" We're often
called in late. The longer a person is out of
work, the more likely it is he won't go back.
Motivation decreases and reinforcement of

unemployment increases. Early involvement
and timely referral are the key That's why
we want you to call us. Now.

We will conduct a file assessment of

your lost time cases. No cost. No obligation.
Using our exdusive rehabilitation rating
system, we'll tell you quickly and honestly

which cases have rehabilitation potential.
We offer services on all types of lost time

daims.
Vocational Placement Services has 9

district offices, servicing 15 states from
Pennsylvania to Florida, but we'll do free
file assessment wherever your local, regional
or national daims office is located. We also

provide 24-hour catastrophic service
nationwide.

Remember, our promise to you is
honest file assessment. We won't take one of

your cases unless we genuinely think we
can assist you in reaching a positive out-
come. That's how, in 7 years, we've become
America's largest independent rehabilitation
provider. Give our president, Mary Gambosh,
a call at (804) 288-1168. Our objective is the
same as yours ... results.

a
VOCATIONAL PLACEMENT SERVICES, INC.
REHABILITATION CONSULIAI\ITS

1504 Santa Rosa Road/Box K-131/Richmond, VA 23288

Offices also in Atlanta, Baltimore, Charlotte, Louisville, Orlando, Philadelphia, Tampa and Washington, D.C.

has soared. In 1981, the PBGC in-
curred $73.7 million in claims from
underfunded plans that folded, up
from $24.5 million in 1977.

Large claims, those exceeding $1
million, are a major culprit in the
need for premium hikes, the report
says. "While these 'large claims'
represent less than 11% of PBGC's
total number of claims, they ac-
count for 88% of the value of net

claims," according to the report.
During the PBGC's first three

years, the largest claim it had to
pay was $16.5 million. But already
this year, it is facing a $60 million
claim to pay for the vested benefits
of White Motor Co. workers and

retirees.

The bankrupt truck and farm
equipment manufacturer promised
its pension plan participants about
$96 million in benefits, but its plan
has just $28 million in assets. The
PBGC now has to make up most of
this difference.

"We see more and more White

Motor failures as entire industries

falter," putting new burdens on the
PBGC insurance premium struc-
ture, a source noted.

Other findings in the 44-page re-
port include:

• The PBGC expects to be pay-
ing out an average of $112 million
annually in benefits to people en-
rolled in collapsed pension plans
during the next five years. That's
up sharply from the $57 million
payout in fiscal 1981.

• The PBGC doesn't expect
Congress to pass any major pension
legislation this year. As a result, the
agency will try to have the pre-
mium increase passed as separate
legislation whose fate is not tied to
other pension bills. .

Florida fund
Continued from page 2

"It was a political reality to pro-
tect self-insurance. As it turns out,

the state's bonding requirements to
self-insure are becoming so high
that it will probably be cheaper in
the long run to be assessed 1% of
premium for a few years," he said.

Like many of the 46 states that
allow self-insurance for work

comp, Florida employers must post
a surety bond equal to annual esti-
mated premium plus loss reserves,
minus 1% of their net worth.

The state is currently reviewing
the bonding requirement formula
for all employers. Self-insured em-
ployers think having the reinsured
guaranty fund may lower its bond-
ing requirements with the state.

Bonding requirements fall short
of protection when the bonding
company that issues the surety
bond goes broke, proponents of the
guaranty fund point out.

"We'll get more return on our in-
vestment and greater protection for
employers and their workers," says
Gilbert Waters, president of Asso-
ciated Self Insurers of Florida.

He admits that employers are
"highly neutral" about the guar-
anty fund, but said the option was
having a state-operated system.

Under the plan, assessments
would be terminated after three or

four years when the fund would be
self-perpetuating from investment
income.

Employers beginning to self-in-
sure still would be required to con-
tribute 1% of premium to the plan.

If $1 million is collected from the
300 self-insured companies the first
year, $500,000 of that will be used
to establish the guaranty fund. The
remaining portion will be used to
buy the reinsurance, he explained.

"If we don't have any insolven-
cies, we'11 have $2 million or $3
million in the fund at the end of

four years and still have money to
pay for the reinsurance." .
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180 -:1*F to remodel The Home
175

170 By LEN STRAZEWSKI

165 i NEW YORK-The Home is getting more BI ticker
than a new coat of paint this spring

160

i New Executive Vp Steven H Newman, re- creative underwriting and service needs of margin had shrunk to about 37% as under-
p cently hired away from American Interna- large commercial risks writing losses more than doubled, reaching

155

tional Group, is planning a complete remod- Although the group founded a risk man- $135 1 million, and investment income grew
jj eling of The Home Group Inc , the 14th-larg- agement services division in 1978, it only re- only 40% to $185.7 million

est insurance group in the United States, leased its hold on its loss-control engineering In 1981, underwriting losses continued to
along the lines of his former abode. staff last month under a directive from Mr mount, growing 76% to $2383 million while

Mr Newman has a mandate to take the Newman investment income grew only 33% to about
staunchly conservative insurance group into "The Home focused on administration and $247 million
a new era of creative property/casualty un- internal cost-cutting, not creativity It kept Overall income from insurance operationsInsurance industry stocks posted their founh
derwriting and unbundled risk management its eye on the football while the football dropped to $26 4 million m 1981 from $65 1consecutive gain as the Bus,ness /nsurance

index gained 1.1 points, to 184.6 from 183.5. services, he says, while firming its hold on shrank It painted itself into a corner," Mr million in 1980, and the group's combined
small commercial and personal risks. Newman says ratio, as reported to state regulators, hitThirty stocks showed gains, 16 stocks lost

"The Home had deluded itself into think- Financial results felt the pressure, accord- 114 4%, the worst among large insurers (BI,value and 25 were unchanged. Leading the in-
creases were: Penncorp Financial Inc., 10.2%; ing that it only had to keep its eye on the ing to the group's recently released annual April 5)

mainstream of insurance," Mr. Newman report Premiums written grew only margin- But the company's potential for success stillReed Stenhouse Cos. Ltd., 7.5%; Statesman
notes "It had been content to take what lt ally in the past two years, 3 3% m 1980 and 4% remains, according to Mr Newman, and cor-Group Inc., 6.7%; Crown Life Insurance Co.,

5.9%; and The Hartford Steam Boiler Inspection was shown and did not take advantage of its in 1981 when they topped out at about $1.9 porate consumers can expect The Home to
strengths " billion Total revenues also grew only become a major competitive factor in several& Insurance Co., 5.2%. The largest declines

were suffered by: E.H. Crump Cos. Inc., 5.6%; Represented primarily by more than 7,000 slightly, increasing 77% in 1980 and 72% to areas within the year.
independent agents, The Home shared some $2 1 billion in 1981 44My first goal is to provide our agents withMission Insurance Group Inc., 4.0%; Armco
of the problems of the agency business Big The gap between property/casualty under- more of the products that they need to com-Inc., 3.1%; Gulf United Corp., 2.8%; Great

Western Life Assurance Co., 2.8%. The 8/ risks moved mcreasingly to big brokers and Writing losses and the investment income pete," he explains. "At AIG, most of the new
self-funded programs, and small risks moved that offset those losses also shrank. In 1979, Ideas came from producers so we will want toindex, which gained 0.6%, outperformed the
to direct-writing insurers investment income more than doubled the listen better to our agents for the productsmajor stock market indicators.

The company also tended to ignore the group's underwriting losses, but in 1980 the they need We want to be on the leading edge
of administrative efficiency to make the

British Issues mainstream small risks as profitable as possi-

1 Week  Why wait?' Newman asks ble.

The Home also will finally turn its atten-13 April Price P/E Div. Yield High-Low
Companies penci pence % pincepence tion to large corporate needs, beginning with
Commt Union 136 113 16.86 12.4 136-132 "Why wait?" asks Steven H. Newman, ex- could be viewed in that role property risks.
Eagle Star 373 12 6 21 43 5 7 382-373 ecutive vp of The Home Group Inc "Moreover, it is questionable as to whether "Right now, The Home is not a factor in
Genl Accident 298 66 2321 7 8 306-298 As senior casualty actuary, director of new Mr Greenberg, considering his personal the commercial property business, though we
Gdn Royal Exch 290 7 0 2500 8 6 294-290 product development and the top reinsur- style, will ever let loose the reins when he is once were," Mr Newman says "We insure
Phoenix 232 7 9 24 00 103 246-232

ance buyer at American International Group, still capable of making decisions, regardless relatively few large risks
Royal 334 84 3607 108 340-334

Mr Newman was being groomed as the suc- of his age," Mr Newman says "However, we do have a solid strength inSun Alliance 802 95 6143 77 826-802
cessor to AIG Chief Executive Officer Mr. Newman, who joined The Home in the oil and gas Industry that we haven't

Brokers Maurice Greenberg, many industry sources mid-January, comes to the company as its top taken advantage of
CE Heath 317 92 1671 50 35-317 say. insurance officer Peter Huang, The Home's .Commercial property is a potentially
Hogg Robinson 102 7.8 8 57 8 4 103-102 But the prospect of waiting 10 or more president and chief executive offficer, is also profitable business. I understand it The
JH Minet 171 107 8.14 48 171-169 years for Mr Greenberg, now 56, to think chief operating officer of the corporate par- Home should be in it And we will
Sedg Grp 168 108 857 51 170-168 about a successor was not what Mr Newman, ent, City Investing Co., and is not trained in The Home also will follow AIG's example
Stenhoule Hidg 110 80 7.28 6.6 110-109 39, had in mind insurance. by entering the specialty casualty risk field,
Stew Wrightson 228 81 1857 81 228-220

"First of all, Mr Greenberg would say that "Why wait 10 years to stand in line when according to Mr. NewmanWillis Faber 457 114 21 49 47 460-457

he isn't grooming anyone to take over for there is a bigger challenge here at The With better use of the reinsurance market,
Source Philip Olsen/Alan Clifton, Insurance Industry

him and that seems to be true," Mr Newman Home? If I succeed, I fully expect to be presi- Mr Newman expects The Home to developSpecialists Kitcat & Aitken Stockbrokers,
London explains 44There are several people at AIG, dent of the group in three or four years," Mr. new casualty products and compete in the

including members of his own family, who Newman says • market now dominated by AIG and Insur-
ance Co of North America.

.At AIG, we learned that much more can

Bl Industry Stock Report
be done in both coverage and pricing by in-
ternally layering a risk before quoting," Mr
Newman explains. "We learned at AIG to

APR. 13,1982 4/7/82 THRU 4/13/82 APR. 13,1982 4/7/82 THRU 4/13/82 price the risk based on portions of the risk
and the cost of reinsuring those layers We

Insurance Cos Chq PE Son Y,(1 1-1Hll Lim Vi)1 00001 P„ f .hg PE S Div Ytal High Low Vol 10001
---Ii --Ill-- - - - -I - - found we were able to write the same piece

Aetne Life & Cia Co NYSE 47.00 -0.8 7.7 2.52 5.4 47.RP 47.00 8m3.7 Travelers Corp NYSE 50.75 1.8 6.0 3.28 6.5 50.88 50.63 257.0 of business at much more attractive rates.
American Bankers Ins Group OTC 8.00 0.0 6.7 0.48 6.0 8.13 8.00 107.7 United Fire & Caa Co OTC 29.75 0.8 7.8 0.88 3.0 29.75 29.50 0.7
American Gen Ina Co NYSE 43.25 1.5 6.5 2.20 5.1 43.380 43.13 61.6 United States Fid & Gty Co NYSE 55.50 1.4 7.6 3.60 7.9 45.75* 45.00 120.5 "Right now, we don't have the talent to do
American Indty Finl Corp OTC 15.63 0.0 7.5 1.12 7.2 15®63 15.h3 0.7 United Svcs Life Ins Co OTC 15.38 0.8 5.7 1.00 6.5 15.380 15.38 5.1 that at The Home, but we will acquire that
American Intl Group Inc OTC 68.25 -1.1 11.3 0.48 0.7 69.25* 68.00 170.0

Uallre Corp NYSE 22.63 2.3 4.6 0.84 3.7 22.63 21.63 109.8 talent within the course of the year," he says
American Natl Ins Co OTC 14000 0.0 5.9 0.76 5.4 11400 14'00 20.2 Washington Natl Corp NYSE 16.8P 0.0 6.0 1.08 6.4 17.13 16.75 19.2 The Home also will turn loose its interna-
American Sts Life Ini Co OTC 17.25 1.5 5.5 6.BO 4.6 17.250 17.00 OIl Zenith Natl Ins Corp OTC 16.75 -1.5 8.4 0.76 4.5 17.00 16.75 12.7
Aneco Reina Ltd OTC 1.75 0.0 0.0 0.00 0.0 1.75 1.75 4.6 ===i. tional capabilities, built on a 27% interest in
Appalachian Natl Corp OTC 2.63 0.0 0.1 0.00 0.0 NOT TRADED INSURANCE COMPANIES AVERAGE 5.4 4.5 AFIA, and its risk management servicesAvemco Corp AMEX 11.63 0.0 7.6 0*54 4.6 11.63 11*50 4.0

profit center headed by Vp Fred Mina, an-
Banks Iowa Inc oTC 35•00 0.0 5.4 1.48 4.2 35.00 35.00 8.2 Agents/Brokers other former AIG executiveBitco Corp OTC 29.50 -2.5 44 1.42 6.5 30.75 29.50* 14.2
Carolina Cas Ins Co OTC 6.75 0.0 6.3 0.32 4.7 6.75 6.75 1.6 The risk management services division has
Chubb Corp OTC Alexander & Alexander Sves44.00 -1.4 5.2 2.92 6.6 44.75 44.00 78.1 NYSE 29.25 1.3 0.8 1.04 6.6 29.63 28.63 175.5

Baldwin & Lyons Ing OTCCombined Intl Corp NYSE 2413 3.7 5.7 1.80 8.5 21.13 20.25 249.0 35.00 0.0 6.3 0.80 2.3 35.00 35.00 been growing at a rate of 20% to 25% a year
Corroon & Black Corp
Crump E H Co, Inc

20.25 20.25 1.7 since 1978 and recently expanded to five re-Connecticut Gen Ins Corp NYSE 50.50 0.0 5.8 2.05 4.0 MERGED WITH CIGNA CORP. B.88 8.38 12.6
Hall Frank B & Co IncContinental Corp NYSE 28.13 0.4 7.0 2.60 9.2 28.13* 28.00 153.1 NYSE 29.25 0.0 11.0 1.70 5.8 30.004 28.75 208.1 gional offices in Chicago, Atlanta, San Fran-

Crawford & Co OTC 12.25 0.0 9.6 0.56 4.6 12.25 12.25 1.5 cisco, New York and Dallas, according to Mr.Crown Lite Ins Co OTC 85.00 5.9 6.2 3.10 3.6 85.00• BO. 25 0.4 Integrated Res Inc AMEX 15.00 0.0 5.3 0.00 0.0 15.25 15.00 27.8
Crum & Fonter NYSE 32.13 -0.4 5.2 1.64 5.1 32.25 32.00 154.3

James Fred S & Co Inc NYSE 23.13 0.0 10.8 1.60 6.9 23.25 23.00 34.1 Mina
Marsh & Melennan Coa Inc NYSE 35.00 1.1 10.7 2.00 5.7 35.13§ 35.00 111.5

Employers Cas Co OTC Penncorp Final Inc29.50 3.5 6.4 1.20 4.1 20.50* 28.50 7.0 NYSE 6.75 10.2 5.4 0.16 2.4 6.750 6.50 140.3 He anticipates accelerated growth and rev-
Equifat Inc NYSE 29.38 -2.5 8.4 2.60 8.4 30.13 20.3P 13.5 Pinehurit Corp OTC 8.88 0.0 10.7 0.00 0.0 8.88 8.88 3.2 enues of $140 million this year as the depart-
Excelitor Ins Co OTC 17.50 -1.4 12.0 0.70 4.0 17.75 17.50 3.9
Farmers Group Inc OTC Poe & Assoc Inc35.63 1.1 10.1 1.24 3.5 35.75 35.50 177.0 oTC 4.00 0.0 10.2 O.BO 8.0 9.00 9.00 0.0 ment expands its development of association
First Colony Lire Ins Co OTC 64.75 1.4 19.2 1.02 1.6 64.75 63.88 3.4

Reed Stenhouse Coi Ltd OTC 12.50 7.5 10.2 0.60 4.8 12.50* 11.63 6.6 cal)tives, risk retention pools and unbundledRollins Burdick Hunter Co OTC 18.25 -1.4 11.4 1.32 7.2 18.25 18.25 12.1

Foremost Corp Amer OTC 28.50 3.6 7.9 1.12 3.9 29.00 28.25 9.8 ===.. services .

AGENTS/BROKERS AVERAGEGreat West Life Assurn Co OTC 209.00 -23 8.1 10.00 4.8 209.00 209.00* 0.0 4.1 5.2
Hanover Ins Co 33.75 33.50 6.1Hartford ste= Bile' I"pt' Nc 25: 5:2 ;:0 5 6:9 40.50 40.50 4.0 Conglomerates/Holding Cos
Jefferson Natl Life Ins Co OTC 36.50 2.3 11.2 0.76 2.1 36.50* 35.50 7.0

American Express(Fireman's Fd) NYSE 49.38 2.1 8.8 2.20 4.5 49.75* 48.38 685.3
Financial briefs

Kemper Corp OTC 33.50 1.9 5.5 1.80 5.4 33.63 33.13 26.7 Anderson Clayton(Ranger/PanAm) NYSE 29.50 0.0 6.0 1.32 45 29.63 29.50 27.2Lincoln Natl Corp Ind NYSE 39.88 1.6 45 3.00 7.5 40.00 39.75 45.3 Armeo Inc NYSE 19.25 -3.1 3.0 1.80 9.4 19.75 14.25 242.7Mission Ins Group Inc NYSE 39.38 -4.0 6.8 1.20 3.0 40.88 39.38 83.3 Old RepublicCity Investing Co. (Home Ins.) NYSE 22.25 0.0 6.4 1.70 7.6 22.63 22.25 167.0Nationwide Corp Ohio OTC 26.75 0.0 7.8 0.70 2.6 26.75 26.75 3.1 CNA Flnl Corp (CNA)Northwestern Natl Life Ins OTC 27.38 2.8 5.7 1.50 5.5 27.75* 27.38 14®.
NYSE 14.13 -2.6 5.8 0.00 0.0 14.25 14.00 59.5

Old Republic Insurance Co., a division of
Ohio Cas Corp OTC 44.63 0.0 6.7 2.36 5.3 44.75 44.63 18.5 2:S:} (L=1. Cr,dit) 43& 2,FI -ki ,:f :5, k; A:W. T:&% t,:: Old Republic International Corp and one ofOld Rep Intl Corp OTC 19.38 0.0 4.8 0.92 4.7 19.38 19.38 33.0

Gulf Utd CorpPreferred Risk life Ins Co OTC 21.50 1.8 6.4 0.92 4.3 22.13* 21.50 9.2 NYSE 17.25 4.8 5.8 1.32 7.7 17.75 17.25 30.5 the largest insurers of workers compensation
Provident Life & Ace Ins Co OTC 48.00 0.0 6.0 2.44 5.1 4.00 48.00 11.5 INA Corp (Ins. Co. or NA) NYSE 46.50 0.0 6.3 2.40 5.2 MERGED WITH CIGNA CORP. for the coal industry, has purchased slightlyITT (Hartford Group)Ryan Ins Group Inc OTC 20.75 1.2 6.8 0.16 0.8 20.75* 20.50 5.0

NYSE 26.00 1.5 5.5 2.68 10.3 26.00 25.75 451.5

more than 5% of Corroon & Black Corp., the
St Paul Cos Inc OTC 49.38 0.5 6.5 2.60 5.3 Optimum Hldg Corp OTC 9.25 0.0 7.1 0.00 0.0 9.25 9.25 3.350.25 42.38 104.8 nation's sixth-largest insurance brokerage
Safeco Corp OTC 38.88 -1.6 6.7 2.20 5.7 39.50 38.88 139.5

Sears Roebuck & Co. (Allitate) NYSE 18.88 -0.7 9.2 1.36 7.2 19.00 18.88 1,667.8
Baldwin Utd Corp NYSE 65.88 0.6 9.5 1.60 2.4 68.13 65•88 110.3Sri Corp OTC 23.00 1.1 4.6 1.00 4.3 23.00 22.75 12.3 The purchase of 394,000 shares over the

Seibela Bruce Group Inc OTC 22.63 1.7 10.9 0.80 3.5 22.63 22.25 91.7
Statesman Group Ine OTC 6.00 6.7 4.7 0.15 2.5 6.00 5.63 49.5

i-i« Cpo0««d"tal) INYY 120:755"? 6:0 1:0 6: 120:75 120:3 580:2 last two months for about $20 per share is for
2=.# ...== investment purposes only, according to docu-CONGLOMERATES#HOLDING COS. AVERAGE 7.0 3.6Tokio Marlne & Fin Ins Co OTC 94.75 1.6 7.6 1.00 1.1 95.50 93.00 3.0 ments filed with the Securities and Exchange

*Record high/low since Jan 1 1982 A,%tem de.ign Altman Information A,tem Commission, but the insurer reserved the
right to make additional purchases in the

-.....................,..........„„.„„„„„„„„„„„„ open market



"The Hartfordt top-notch
underwriters bring special skills
to standard commercial lines."

An interview with Tony Lubimir,
Senior Vice President, Office of
Underwriting,The Hartford.

Q. The Hartford is known for the quality of
its underwriters. Why is that?
A. Our whole approach to the market
depends upon developing and keeping out-
standing underwriters. That's why we give top
priority to specialized training and career
incentives that make underwriting both chal-
lenging and reward -ig. For example, we
crealed the position of Executive Underwriter
for 0-,r most experienced professionals. They
have b-oad underwriting and pricing authority
coupled with production responsibility. The
position may be unique in the industry.

Q. How do insurance buyers benefit from
the specialized training of Hartford
underwriters?

A. Their insurance needs are
addressed by an uncerwrit-

,: ing professional with in-
depth experience and expel
knowledge of the particular
type of coverage involved.
That high level of underwrit-
ing expertise is just what
brokers and agents tell us

they neec to help their clients-especially in
the current business environment, where
qua/ity of protection is as important as price.
Q. How does that underwriting expertise
help insurance buyers get high.quality,
cost-effective protection?
A. The more underwriters know aboit avail-

able prcgrams, the better thep can put together
a plan that is truly responsive to a particular
situation This is especially true in complex
areas su h arWorkers' Compensation, where
a superf cial approach may not produce a pro
gram that works in a buyer's bect long term
interest

Q. What happens when insurance buyers
need specialized underwriting help on both
the Property and Casualty sides?
A. They get it. The Hartford has a well-coor-

dinated team approach that gives brokers
and agents unlimited access to specialized
underwriting and loss control assistance-
in effect, our best corporate underwriting
resources-when called for.

Q. Do Hartford underwriters in the field
have adequate authority to accept or reject
risks without consulting the home office?
A. Because of the superior
training and experience of
our underwriters, we're
aole to give them signifi-
cant authority within
which to operate. In fact, ,
over 95% of underwriting
docisions are made in our A

regional offices. Of
course, our field underwriters are encouraged
to utilize all corporate resources to develop
the best approach to a given situation.
Q. Is The Hartford consistent in its
underwriting program?
A. It is our policy to be. We don't cover a
particular type of risk one year and drop it the
next. This will become an even more impor-
tent factor as the market starts to respond to
adverse underwriting results.
Q. How can insurance buyers take advan-
tage of Hartford underwriting capability?
A. By contacting a broker orindependent agent who represents (
Tie Hartford. \rm-5/

Don't make a decision on business

insurance without a quote from
The Hartford.

BUSINESS HOME
AUTO
LIFE

Let us protect your World. THE HARTFORD
The Hartford Insurance GrouE, Hartford, Connecticut 06115.


