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Risk Manager

of the Year:

Hanna's Allen

Duane C. Allen, assistant treasurer of Hanna Mining Co. in
Cleveland, is the 1981 Business Insurance Risk Manager of the
Year.

His achievements in risk management as outlined in a no-
minating statement were considered the most outstanding by a
panel of 10 distinguished judges representing all aspects of the
commerical insurance business.

Ten Cleveland-area risk managers endorsed the nomination
of Mr. Allen, who has worked for 15 years at the naturaire-
sources company generating $330 million in sales in 1981.

Two risk managers are named to the 1981 Business Insur-
ance Risk Manager Honor Roll: William Ryan, insurance and
risk manager of the University of Michigan in Ann Arbor,
representing not-for-profit institutions, and Bob Bieber. direc-
:or of risk management for Westchester County, N.Y ., repre-
senting public entities.
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To solve,
iIrstimagine

If imagination is lacking in an approach to a problem. don't
expect it in the solution. At Johnson & Higgins, we don't
hesitate to challenge our own thinking or to look for ways
to reshape it. We aren't satisfied just to bring you ideas that
are superior to those of other firms. J&H wants to bring
you the ideas they haven't had at all. Ideas such as our
unique Flexible Retirement Strategies™ program (FRS™).

Flexible Retirement Strategies: a new. /ong-range
approach to the retirement p/anning process that blends
corporate manpowergoa/s with the career out/ooks of
indiuidua/ emp/ovees.

Un/ike o#-the-shelf programs. the FRS approach is
custom-builtfor the corporation. FRS employs a
comprehensiue communications program that responds to
major concerns about retirement spurred by inflation.
Federal /egis/ation and otherfactors. For more information.

send for the J&H 'White Paper"on FRS. Or. call any
J&H office.

Johnsoniggins

The Private Insurance Broker/Benefit Consultant.
Thinking in a different dimension.

EMPLOYEE BENEFIT AND ACTUARIAL 30MISUCTING, RISK AND INSURANCE MANAGEMENT SERVICES THROUGHOUT THE WORLD.
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MGM back-dated plans
to cost more for less

LOS ANGELES-Broker Frank B. Hall
& Co. is determined to place a third4ayer of
back-dated liability insurance above $70
million already delivered to MGM Grand

Hotels Inc.

The third and possibly top layer will be
$25 million and is being offered at a hiked
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lllustration: Insurance Institute for Highway Safety

Under pressure, the locking ring on a multipiece tire rim (left)
can come off; the single-piece rim has no such ring.

Firestone, insurer

nearing settlement
In tire rim litigation

KANSAS CITY-Firestone Tire & Rubber Co. is near settling
litigation with its product liability insurer over coverage for more
than 150 lawsuits seeking hundreds of millions of dollars in dam-
ages.

The Home Insurance Co. has tried in 15 months of litigation here
in U.S. District Court to deny coverage under excess and umbrella
liability policies written for Firestone over 11 years, contending
Firestone did not disclose information about faulty products.

The value of the nine policies during those years ranged from $1
million to $10 million.

The Home also is suing to recover at least $4.5 million, the amount

Continued on page 113

premium of $100,000 per million.

"imjetimim%).4

Big buyers escape
Aetna’'s rate hikes

By STUART EMMRICH

Big corporate accounts at Aetna Life & Casualty
Insurance Co. will pass through renewals unscathed
by the insurer's announced rate hike program.

"We are not focusing on large corporate accounts.
Those prices appear to be adequate," said Oliver Pa-
trell, vp of commercial underwriting at Aetna.

Commercial insurance buyers large and small also
can breathe more easily since renewals this year
won't bring huge rate increases from most insurers.

Other insurers are patting Aetna on the back for
its decision to try to stem underwriting losses, but
they qualify any suggestion they might follow suit,
denying they need big rate hikes.

In contrast to the strongly worded statement last
week of Aetna president William Bailey when he
announced the rate hikes, Mr. Patrell said, "We are
not withdrawing in a dramatic way. We are not
shutting the door on business. We will retain some
flexibility."

Commerical insurance products Aetna is targeting
for rate increases, Mr. Patrell said, include product
liability, especially in such areas as toxic wastes;
professional liability; commercial auto liability, and
property coverages.

Mr. Patrell said not all of Aetna’'s clients would be
hit with price increases at renewal time. Increases
would vary by product line and by state, he said,
refusing to discuss how big the rate hikes might be.

In the week since Aetna ballyhooed its decision to
hike insurance rates and stem the tide of mounting
underwriting losses, everyone has been waiting for
the other shoe to drop.

When one of the nation's largest insurance com-
panies announces it is hiking prices, sacrificing mar-

'We can no longer
be a part of

the accelerating
and unprecedented
pricing scramble

which now exists '

-William O. Bailey

ket share, can the others be far behind?

The answer-at least for now-appears to be yes.

"We've been watching movement in prices of
property and casualty (business) versus costs and in-
flation and it's very clear that 1981 is the year we
are going to have to raise prices more than we did in
1980," said Richard Shima, executive vp of The Tra-
velers Insurance Cos. But, he added, "l don't see any
need for drastic-type pricing action. We feel firm
about getting higher prices, but we don't want to
take sharp action."

George Kashbohm, vp of underwriting for
Kemper, said the company was "pleased" with
Aetna's decision. Kemper has tried to avoid what it
calls excessive price-cutting over the past couple of

Continued on page 109

Continued on next page

Strike:

Baseball cover rides

on reinsurance suit

BY LEN STRAZEVWSKI

LOS ANGELES-The wall of insurance
protecting the major league baseball club
owners from strike damage has a $19.5 mil-
lion crack, Business Insurante has learned.

Though Allianz Underwriters Inc. "has
every present intention of standing by its po-
licies," according to attorney Jonathan Bank,
the insurer is suing Switzerland General In-
surance Corp. of New York and a host of
others over a portion of the strike coverage it
never intended to keep.

The suit, filed last month in California Su-
perior Court, involves two portions, totaling
$19.5 million, of the baseball owners $70 mil-
lion business interruption insurance policy.

It is the latest development in the story of
phantom reinsurance allegedly placed with
Switzerland General, Winterthur Insurance
Co. of New York and Northern Assurance
Co. by Richard Browning of Metropolitan In-
surance Managers Inc. (Bl,March 9).

Also named in the suit is Whitcomb Sur-
plus Lines Inc., which solicited the cover
from Allianz, and Willcox Baringer Inc., a
reinsurance intermediary that allegedly
placed the faulty reinsurance through Mr.
Browning's Metropolitan.

Switzerland General and the two other in-
surers have consistently denied knowledge
of the reinsurance and Richard Browning
who allegedly represented himself as their
agent.

Allianz, according to court documents,
agreed to insure baseball club owners for $7.5
million, part of a $20 million layer by South-
ern American Insurance Co. (Crump Inter-
national) in excess of $10 million.

Under a separate contract, Allianz agreed
to share the next $20 million layer of cover
with Southern American, providing $12 mil-
lion in insurance.

Both agreements, according to the Allianz
complaint, were predicated upon 100% rein-
surance provided by 'Switzerland General
through Willcox Baringer, Whitcomb Sur-
plus Lines, California broker Robert Burn-
ham of Burnham Brokerage Inc. and Mr.
Browning of Metropolitan for a reinsurance
premium of $307,500. The premium had been
tendered to the intermediaries.

The Allianz suit, which charges Willcox
Baringer, Mr. Burnham and Mr. Browning
with "fraud and deceit" and "negligent mis-
representation,” is seeking to bind Switzer-
land General to reinsurance of the strike
risks and $50 minion in punitive damages.

The insurer is charging Whitcomb only
with negligence for failing to properly inves-
tigate the authority of the others to place the
reinsurance and is seeking any damage not
covered by reinsurance plus 7% interest from
Whitdomb and the other intermediaries.

The lawsuit, according to Allianz counsel,
is aimed at protecting the interests of the
baseball club owners who are self-insuring

Continued on page 113
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- update:

MGM back-dated policies

Continued from previous page

Instead of $200 million in coverage, MGM may settle for $125
million-$95 million in back-dated coverage above the $30 million
of insurance it had at the time of the fire.

Retroactive liability insurance also has been marketed in the
name of G.K. Technologies by Marsh & McLennan to as much as
$110 million, possibly to be purchased by Penn Central if it acquires
the company. GK Technologies had done electrical work at the
MGM Las Vegas Hotel that burned Nov. 21, killing 84 people (BI,
Feb.9).

The MGM policies will respond like guaranteed cost insurance,
but some say reinsurers won't pay losses exceeding premium col-
lected plus investment income earned according to a prescribed
interest schedule. MGM will pay the premium over three years.

Gen Re has a substantial participation in the first layer, some in
the second. The third layer likely will be underwritten on a net line
basis by a number of insurers and reinsurers to avoid involving
other reinsurers, many of whom have issued disclaimers to the
marketplace in general that they won't pay on back-dated policies.

Five face jail for bond scheme

PHILADELPHIA-Five men face jail sentences for selling
$350,000 in bogus construction performance bonds.

Four were convicted March 12 by a federal court jury here: Alex
Feinman, 31, of Morristown, N.J., for conspiracy, wire fraud, mail
fraud, transporting falsely made securities in interstate commerce
and transporting fraudulently obtained money in interstate com-
merce (maximum sentence 120 years and $113,000 fine); John V.
Goepfert, 53, of Wall Township, N.J., for conspiracy and trans-
porting falsely made securities in interstate commerce (maximum
sentence 15 years and $20,000 fine); Lawrence Rush of Port Wash-
ington, N.Y., for conspiracy and wire fraud (maximum sentence 10
years and $11,000 fine), and Mark Snyder, 35, of Cherry Hill, N.J.,
for conspiracy and wire fraud (maximum sentence 15 years and a
$12,000 fine).

Another defendant, Thomas Eli Scott, 33, of Banner Elk, N.C.,
pleaded guilty on three charges and faces a 15-year prison term.

A sixth defendant, Seymour Pollack, 59, of New York, will be
tried next month.

The six men, indicted last August, were charged with falsely
describing the security of Casualty & Indemnity- Co. of Belize and
issuing fraudulent bonds worth $25 million, receiving $350,000 from
at least four construction firms.

Mr. Feinman and Mr. Snyder are awaiting trial in New Jersey on
similar charges stemming from the operation of Somerset Insur-
ance Co. (Bl, May 5, 1980). Casualty & Indemnity was described in

the federal indictment as the "successor to Somerset.”

Warner-Lambert execs cleared

WASHINGTON-The Supreme Court last week let stand a New
York Court of Appeals order dismissing criminal charges against
four Warner-Lambert Co. executives in connection with a 1976
explosion at a company plant in Long Island that left six workers
dead. (BI, Dec. 1, 1980).

INA insures sabotaged utility

MIAMI-Florida Power & Light Co. is asking Insurance Co. of

North America to cover all but one $250,000 deductible on a $4.2
million loss from two explosions believed to be sabotage.

The two explosions March 28 at two different substations were
similar and simultaneous, indicating they were set by the same

party and, therefore, are one occurrence, says risk manager Ri-
chard E. Hinds.

DC10 crash liability split

CHICAGO-McDonnell Douglas Corp. and American Airlines
will each pay a portion of damage settlements and jury awards in
the worst airline tragedy in U.S. history.

The agreement, announced in federal court here last week, set-
tles a suit filed in January by the aircraft manufacturer asking that
American be held responsible for payment of all damage claims by
relatives of victims of the May 25, 1979 crash of a DC10 jetliner
near O'Hare International Airport here that killed 273 people.

Details of the agreement were kept confidential.

United States Aircraft Insurance Group is lead underwriter for
American Airlines. Associated Aviation Underwriters shares a por-
tion of the risk but most of it is brokered in the London market by
C.El Heath.

So far 110 of 275 possible claims have been settled, mostly out of
court, and in all but five cases offers have been made.
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Condo collapse Kills
Insurance rep’'s son

Photo: Wide World

Nationwide insurance agent Con Nowakowski is consoled by his

daughter as rescue workers search for son and brother Darrell.

Coalition pushes legislators
for special HMO rating law

WASHINGTON-AN informal
coalition of insurers, Blue
Cross/Blue Shield plans and some
HMOs are lobbying fc,r changes in
how health maintenance organiza-
tions set their rates.

They want HMOs to be allowed
to experience-rate employer
groups, which would allow benefit
managers to negotiate rates with
federally qualified HMOs for the
first time.

The time is ripe for amending
the law requiring HMOs to charge
one community rate. Congress
must pass another law replacing
The HMO Act of 1973, which ex-
pires in September.

Congress, however, is moving to-
ward allowing HMOs flexibility in
setting rates.

Rep. Henry Waxman's (D-Calif.)
bill (H.R. 2480) allows HMOs to
consider age, sex and marital status
in setting rates.

errors &
omissions

* Due to a ghostly error on our
part, a March 23 RiskWatch col-
umn implied that notorious bank
robber Willie Sutton was alive and
waiting for parole. We realize, as
several of our readers have pointed
out, that Mr. Sutton is dead.

* Presidio Insurance Co., which
is seeking recision of a reinsurance
treaty with Unigard Insurance Co.
in Los Angeles Superior Court, ex-
pects to incur $500,000 in net paid
and future losses from the business,
not $5 million as previously re-

' ported (BI, Dee. 8,1980). .

The Reagan administration,
which is drafting a new HMO bill,
favors making HMC)5 more com-
petitive.

Under the 1973 law, which
paved the way for massive federal
financial assistance to HMOs, a fe-
derally qualified HMO must set its
rates at a level reflecting the aver-
age cost of providing care to ali
members, regardless of the experi-
ence of one employer group com-
pared with another.

HMOs could compete more effec-
tively with other insurers if they
could experience-rate groups the

By STEVE SHERWOOD

COCOA BEACH, Fla.-Nation-
wide Insurance Co. agent Con
Nowakowski waited and wa:ched
at the scene of the collapsed Har-
bour Cay condominium he had in-
sured-until they found his son's
body.

Twenty-two-year-old Darrell
Nowakowski had taken a job just
two days earlier as a glazier on the
project his father had insured with
Nationwide.

The condominium structure col-
lapsed March 27, killing 11, injur-
ing 21 and causing an estimated
$1.5 million damage destroying the
structure.

Darrell Nowakowski's body was
the last to be found after rescue
workers dug through and searched
the rubble for 11 hours.

Nationwide Insurance Co. of Co-
lumbus, Ohio, underwrote several
million dollars worth of special
multiperil, umbrella, inland-ma-
rine and workers compensation
coverage on the Froject, a Nation-
wide official said.

The 45-unit Harbour Cay condo-
minium was under construction by
local contractor Univel Inc. and
part of a larger project worth an
estimated $10 million,

The finished value of the build-
ing was insured for $3.5 million,
but a value of $1.5 million has been
put on the five unfinished floors
built before the collapse, Nation-

Continued on page 110

way conventional insurers can,
argue opponents of community rat-
ing.

Now federally qualified HMC,s
are at a competitive disadvanrage
with conventional indemnity in-
surers, some health maintenance
organization experts argue.

"Elimination of community rat-
ing would enable HMOs, especially
small and mid-sized HMOs, to com-
pete more effectively in the mar-
ketplace," says Robert Gumbiner,
chief executive officer of, Family
Health Plan in Fountain Valley,
Ccalif.

Con'inued on page 114

Insurers fear rash of libel suits

By RHONDA L. RUNDLE

LOS ANGELES-The $1.6
million judgment awarded to
comedienne Carol Burnett in
her libel suit against the Na-
tional Enquirer could spur a
rash of lawsuits against publica-
tions, insurers fear.

"The decision definitely puts
a chill on First Amendment
rights,"” one insurance company
executive observed. The jury
verdict favoring Ms. Burnett
will encourage attorneys to pur-
sue Nnuisance suits further
through the legal system, he
said.

"We believe the decision was
erroneous and completely un-
warranted by the evidence in
the case," said Enquirer attor-
ney William Masterson. "We
plan to appeal, and we are con-
fident that our appeal will be

Continued on page 114
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Lone Star firms

shooting to bust
self=funding ban

By STEVE SHERWOOD

AUSTIN-Major corpora-
tions in Texas want the option ,
to self-insure workers com-
pensation and are backing a
bill in the state legislature to
permit it.

At least some insurance i
companies oppose the bill, and - P
one industry spokesman calls
it "lousy."”

But 50 of the state's largest employers, including Shell Oil, Dresser Industries,
Continued on page 110
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Nuclear plants need
more policy power,
iIndustry pools warn

By STUART EMMRICH

HARTFORD-The nuclear bnsurance
pools are starting an ambitious campaign to
dramatically raise the limits of property in-
surance available 'o nuclear utilities.

Limits of up to $450 million per plant,
compared with the present $300 million, are
the target for next year. And some insurance
officials say the pools ultimately might offer
$1 billion in coverage Many utility risk man-
agers say limits that high are necessary for
the risk involved.

"One chief executive (of a utility company)
has stated that he will not be able to sleep
nights until he has $1 billion of property
damage coverage at each of his nuclear
sites," says LeRoy Simon. senior vp of Pru-
dential Reinsurance Co. and chairman of
American Nuclear Insurers.

Limits on property policies are to jump to
$375 million from $300 miillion ihis month.

Although the nuclear pools have been
gradually raising .imits, the latest capacity
drive has been sparked by three forces: the
drawn-out and expensive cleanup of Three
Mile Island, increased pressure from utility
companies and the spectre of goverment in-
volvement in insuring nuclear plants.

Utility experts say Three Mile Island is the
most graphic demonstration of the inade-
quacy of present limits. The $200 million of

insurance will cover less than a third of what

it is estimated it will cost to put the plant
back in operation. The company says finding
the remaining funds could bankrupt it.

But what worries the insurance industry
most is the possibility of the government tak-
ing over part of the responsibility for insur-
ing these plants.

A bill recently introduced by Rep. Alan
Ertel (D-Pa.) would supplement the present
private insurance arrangement with a combi-
nation of funds from the government and
nuclear utilities (Bl, Feb. 23).

'This form of government involvement in
insurance could have been avoided and the
nuclear industry much better served if the
insurance industry had been able to provide
capacity commitments on the order of $1
billion," Mr. Simon said at ANI's recent an-
nual meeting here. "We have the capacity
worldwide-we just need the resolve."

The drive for more capacity will take two
different tacks in coming months.

AN officials are organizing a "summit

meeting"” with chief executive officers of nu-
clear utilities to, better understand their

needs and concerns and to determine how it
might be possible to increase insurance
dimits

One thing that undoubtedly will be dis-
cussed is the extra cost utilities will have to

- Continued on page 113

Airline captives taxi again

By JERRY GEISEL

WASHINGTON-The nation's major airlines, which
once aborted a plan for two Bermuda captives to write
hull insurance, are taxiing the proposal down the run-
way again.

But it is too soon to say if the plan will fly.

A special task force of the Air Transport Assn. of
America, a trade group representing most airlines, is
studying reactivation of two cap-
tives formed more than 10 years
ago but never capitalized.

Air Transport Insurance Ltd.

and Air Transport Guarantee
Ltd. were formed in Bermuda in

1970 to write airline hull and ex-
cess hull insurance during a ca-
pacity shortage.

But the captives never wrote
any coverage because the short-
age eased.

The problem in the market this time isn't capacity,
but a sharp increase in deductibles and rates imposed
by the London market last fall which are spreading
worldwide.

Airlines renewing policies are finding deductibles
for engine damage or loss due to ingestion of foreign
objects have increased more than 400%.

slapped with a four-fold increase in deductibles for
foreign object ingestion. Deductibles for engines
powering the popular narrow-body Boeing 727 jetliner
jumped to $250,000 per engine from around $60,000 per
engine, says LaRue Knauss, manager of corporate in-
Deductibles for engines powering the wide-body
DC10 and 747 also have been increased sharply to

$600,000 per engine, say aviation brokers.
Airline risk managers say the

higher deductibles are not justi-
fied.

"l can't see what all the fuss is
about,” said Francis Roach, sen-
ior vp at Capitol International
Airways in Smyrna, Tenn. "We
haven't had an ingestion claim
since 1960."

"They (insurers) have taken an
intransigent attitude,” says
USAIR's Ms. Knauss. "They have

asked for an increase beyond reason.”

"If you're an airline with a poor record, | can under-
stand the increases, but not when you have a perfect
record," one risk manager complained. "Insurers are
not rating individually."

But there is some skepticism over whether the air-
lines' Bermuda captives will emerge from their cocoon

USAIR of Washington, D.C., for example, was

Continued on page 114

Penny.wise but safety foolish

BY STACY SHAPIRO

= LONDON-LRisk managers spend too much time counting pennies
iand not enough time controlling losses, says Jim Tye, director gen-
leral of the Bilitish safety council.
"Just fake a look at the Risk & Insurance Management Society's
iconference sehedule and yoU will see that there is more emphasis on
i 'saving mohey for losses than preventing the losses to begin with,"
_he says.
1 "At RIMS i there is an emphasis on benefits and pinching the
pennies.» said Mr. Tye, a leading international expert on occupa-
tionalsafety,lwho is attending the RIMS conference this week.
Mr. Tyefinds weaknesses in several discussion groups.
- #33,"Safety, the Risk Manager's Most Important Tool," does not
hav6é one safety expert listed for its panel, notes Mr. Tye.
3 « #34,"Corporate Loss Control-Where do Safety Programs Fit
In?"j has a risk manager and not a safety expert at the helm, he
adds.
Mr. Tye'conducts safety programs for the British safety council,
jwhieh teaches over 30,000 people each year about industrial safety.
As a cbmferenee registrant, Mr. Tye plans to attend the RIMS
session on modern safety and foss control program featuring Frank
Bird, president of the International Loss Control Institute.
Mr. Tye doesn't agree totally with ILCI's five star safety program
*Bl, Dec.1, 1980).
1 "l prefer n6wadays to teach senior managers and risk managers
how to formulate questions to ask rather than give them a Mickey
Mode checklist of questiohs lo ask," said Mr. Tye, who contributed
Continued on page 113

NYI NSURANC-XCHANGE-NYI NSURANC.XCHANG E

By ELLIS SIMON

NEW YORK-Born into an age
of too much insurance capacity, the
New York Insurance Exchange
faced the destinj, of a waif in the
world reinsurance market.

On its first birthday last week,
however, it showed enough vim
and vigor to suggest it's on its way
to becoming the favorite son of the
American reinsurance market.

Annualized premium volume on
business written through its first
360 days totals $58.5 million, more
than its proud parents had hoped
for a year ago.

Then, exchange president Don-
ald E. Reutershan had predicted
the exchange would write $40 mil-
lion to $50 million in premiums in
its first year.

The exchange is now 23 syndi-
cates, almost double its weight of
14 at its birth March 31, 1980.

AnNnd it has more muscle: The ca-

pacity it can put out on a single
risk has developed from $3 million
to more than $30 million for facul-
tative property risks, $20 million
for facultative casualty risks and
$13 million on reinsurance treaties.

The exchange wrote more busi-
ness during the first two months of
1981, when most reinsurance trea-
ties are renewed, than during all of
1980.

The exchange is growing under
the tender care of its backers and

its professional underwriters and
the nourishment of reinsurance in-

termediaries.

The costs to rear it are going
down and its guardians are show-
ing latitude, making it more attrac-
tive.

Its future growth could be stimu-
lated by an injection of surplus
lines business if the New York
Legislature approves and private
investment capital if the Internal
Revenue Service rules favo -ably.

Less responsive markets else-
where would help, too, but no one
knows when the world insurance
market will change its prices and
terrns.

"It works because of the enthusi-
astic support of the members," says
Walter Groden, president of bro-
ker member D.C. White Agency of
Lynbrook, N.Y.

"Underwriting members and
their parent companies are going
out of their way to make sure busi-
ness is going to the exchange," he
says.

"National Union (of the Ameri-
can International Group) doesn't
need to run reinsurance through
(AIG syndicate manager) Martin
Jackson.”

Insurers reinsuring with the ex-
change have a vested interest in its
success, says James F. Zagorski, ca-
sualty underwriting manager for

Continental Reed Stenhouse Man-

Continued on page 111

Photc: Ellis Simon
New York Insurance Exchange brokers and underwriters gather at
exchange offices to celebrate fhe NYIE's first anniversary.
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VWorld Book offers extra cover

Salaried employees at World
Book-Childcraft International Inc.
in Chicago willbe able to purchase
supplementary accidental death
and dismemberment coverage at a
reduced rate.

Through a change in insurers to
World Book Life Insurance Co.,
employees will be offered the cov-
erage for $4.56 a year for an indi-
vidual employee and $6.24 for a
family plan of $10,000 minimum
coverage. Limits of $250,000 are

available.

were

Previously, employees
charged $6 for individual coverage
and $9 for family coverage from
American Home Assurance Co.
The company does not pay any of
the premium because the coverage
is optional over the $10,000 cover-
age proyided in World Book's
health insurance plan.

benefit beat

New dental plan

Paperworkers at the St. Regis
Paper Co. plant in Sheldon, Texas,
have won a dental plan. and in-
creased life and disability benefits.

The dental plan, underwritten
by Equitable Life Assurance So-
ciety of America, will provide a
maximum of $750 a year for regu-
lar dental services with deductibles
of $25 per person, $50 per family.

Employees will pay $2.51 per
week in premiums for individuals,
$4.25 for one dependent and $4.87
for two or more.

Life and accidental death and
disability insurance has been in-
creased to a minimum of $15,000

each for workers making less than
$8.73 per hour from the previous
$14,000. Disability benefits will rise
$140 for 26 weeks from the previ-
ous $100 per week.

HMO planned

Blue Cross and Blue Shield of
Delaware is planning to open the
state's first health maintenance or-
ganization in early 19E3.

INncorporated as The HMO of
Delaware, it will be a staff model
group practice in southern New-
castle County, between Newark
and Wilmington. Other sites may
be built if needed, said Berry
Meyers, director of health care

Now When You BUY

ClaimFacts and ImpleFacts
You BUY

The Same Company
Erisco

program development.

"We feel the public deserves an
alternative to traditional fee-for-
service care and they have ex-
pressed that desire,"” Mr. Meyers
said. "We wish to meet that de-
mand.”

The HMO, which plans on en-
rollment of 35,000 in the first five
years, will principally solicit sub-
cribers from area employers such
as Du Pont, Chrysler and Hercules,
Mr. Meyers said.

Nationwide, Blue Cross/Blue
Shield sponsors 43 alternate deli-

very systems, most of which are
HMOs.

Made any benefit changes? Write
Business Insurance, 740 N. Rush

St., Chicago, lIt. 60611 or call 312-

649-5430.

More than a decade ago Thomas National dedicated its resources to the development of a system for
deferred employe benefits recordkeeping and the resultwas ImpleFacts. Benefits managers who en-
joyed the advantages of ImpleFacts came to us for assistance in health claims processing. The result
was the creation of Erisco and jts advanced on line system-ClaimFacts. Today, both these upgraded
systems-ImpleFacts and ClaimFacts-are offered by Erisco, a wholly-owned subsidiary of the
Thomas National Group.

These systems currently respond to the needs of more than 400 companies, including many Fortune
500 corporations. Erisco makes the systems available for lease, purchase. or service which is provided at

its own Data Center.

ImpleFacts Provides Recordkeeping for-
Thrift/Savings, Profit Sharing, TRASOP
and Stock Option Plans...

for...

Corporations, Banks, Insurance Carriers

and Consultants

Video Display Terminals (In Your Office)
+ Access indicative participant information

« Correct existing files
« Input additional data right up to scheduled
processing time.

Special Processing Cycles
- Between valuation updates

* Weekly payouts

- Higher employee morale

Improved System Features
* Double vesting schedules
- Retroactive transactions

- Loan processing

I TRASOP, including pledge processing

= Unit value automation

« Tax processing

Administration Monitoring
- Eligibility notification for enroliment
+ Transfer frequency

ClaimFacts Provides Claims Processing

for...

Corporations (Self Insured or Self Administered),
Insurance Carriers: Blue Cross/Blue Shield,

Third Party Administrators, Taft-Hartley Plans.

Systems & Benefits Expertise Combined to Pro-

vide Customer Support
- Plan Consultation

* Professionally Planned Installations

» Systems Support
 User Training

« Complete Documentation

Designed Independent of Any Particular Plans or

Organizations

* A Flexible, Parameter Driven System
< Available on Service, Lease or Purchase

Basis

Provides Total Automation for Processing of All

Health Benefits Plans

= Basic and Major Medical

I Dental

= Vision

* Prescription Drugs
I Disability

One Screen Claims Processing

- Eligibility Vefification
= Adjudica:ion
- Pay, Pend or Deny

- Suspensions automatically set and - coB

monitored « Adjustments

- Withdrawal by type and frequency | Correspondence

Contact: Charles Klein (212) 582-8030 Contact: Wayne Ferrentino (212) 247-2444

Erisco INc. u3oawayA Jhomas National Group Subsidiary CIRE]

around

the states
lHlinois views

amendment

to pool rules

SPRINGFIELD-AN amend-
ment that would change the cri-
teria for employers who want to
form workers compensation pools
has been introduced in the lllinois
legislature.

Senate Bill 383 would amend the
Workers Compensation Act to per-
mit two or more employers that
are members of a bona fide profes-
sional, commercial, industrial or
trade association to pool their liabi-
lities group self-insurers.

The lllinois Department of In-
surance had released regulations
for group pools that said members
of each pool would have to have
"similar risk characteristics” be-
fore the insurance department
would consider approval of mem-
bership.

But the lllinois Manufacturers’
Assn. and other industry groups
protested that the category would
be restrictive and not allow them
flexibility in forming self-insur-
ance pools.

Complaint dropped

INDIANAPOLIS-The federal

Occupational Safety and Health
Administration has withdrawn its
complaint seeking withdrawal of
Indiana's authority to run its own
job safety and health plan.

OSHA, in a complaint filed with
an administrative law judge, said
the six-year-old Indiana safety
program had a "consistent pattern
of poor performance in program

But now the federal safety
agency has changed its mind. The
withdrawal complaint was re-
scinded "based upon a re-evalua-
tion of the evidence and upon the
fact that considerable time has
passed since the evidence was ob-
tained together with a review of
the information collected subse-

quently," said OSHA chief Thorne
Auchter.

Heath resigns

CARSON CITY-Nevada Insur-
ance Commiissioner Donald VWV.
Heath has resigned effective April
11 to return to private business,
Gov. Robert List has announced.

Patsy Redmon, chief deputy
commissioner, is expected to serve
as acting commissioner until a re-
placement is named.

The Nevada commerce director
has initiated a statewide search to
fill the insurance post, salaried at
$30,500 a year.

During Mr. Heath's two-year
stint as commissioner, the depart-
ment took great strides, including
creation of legislation to create an
insurance fraud bureau, said Gov.
List.

Washington reform

OLYMPIA-The Washington
Senate has approved legislation
(S.B. 3158) that would bar most
product liability suits against
wholesalers and retailers.

Product sellers can only be sued
if they made products or if a man-
ufacturerwas bankrupt.

The bill also attempts to limit
suits against manufacturers 12
years after a product is made, but
legal experts say the 12-year statute
of repose would not affect current
state tort law which already re-
quires that plaintiffs prove a prod-
uct is defective to establish liabil-

- T~ —
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EEOC to appeal pregnancy benefits rule

BY JERRY GEISEL

WASHINGTON-The Equal
Employment Opportunity Com-
mission will appeal a federal court
ruling that employers do not have
to offer equitable pregnancy bene-
fits to spouses of male employees.
In a landmark case, U.S. District
Court Judge J. Calvitt Clarke Jr.
overturned a 1979 EEOC guideline
that says if an employer's health
insurance plan covers the medical
expenses of female employees’
spouses, it must equally cover ma-

washington

ternity expenses of male employ-
ees' wives (BI, Feb. 23).

Newport News Shipbuilding of
Newport News, Va., one of the na-
tion's largest shipbuilders with
23,000 employees, filed suit against
the agency last year, charging the
EEOC had no legal authority to re-
quire equitable pregnancy cover-
age for male employees' wives, a
point Judge Clarke upheld.

Newport News Shipbuilding
now pays all reasonable and cus-
tomary health expenses for spouses
of female employees, but places a
$500 cap on pregnancy benefits for
spouses of male employees.

Social Security

Rep. J.J. Pickle (D-Tex.), chair-
man of the House Social Security

The 1SI checklist:

PRQEESSIONALISM.THAL.. -

pendent adjusters known for meticulous in-

formation gathering; negotiation and settle-

ment expertise; litigation management; and
thorough follow-up through final payment.

In short, all the factors that positively in-
fluence final claim results.

ATRULYEEEIGIENT, rnces anc

2,100 adjusters. On the spot wherever your
claims adjusting requirements demand

service.

MULTLLING PRORERLY. i

product liability, inland marine, cargo and
heavy equipment, worker's compensation,
long haul, oil and gas, aviation, malpractice,
general liability, business interruption, and

NnnNnore.

subcommittee, says his panel will
study several proposed changes to
prop up the financially ailing So-
cial Security system. The proposals
include:

= Gradually raising the age at
which retired a worker can collect
full Social Security benefits from
65 to 68 by 2012.

= Basing cost-of-living increases
for Social Security retirees on av-
erage wage increases instead of the
Consumer Price Index when wages
are rising slower than prices.

- Removing the earnings level

PERSQNAL ACLOUNT o, ast ac-

count executive close to you. Pr6viding a

single point of contact with responsibility

for supervision and coordination of all the

services you expect.

COMPUTERIZED*EDSS RUNS-

designed and prepared in a format to meet
your unique risk information needs without

the high start-up costs so common in the

industry.

O PI%'T@-I IB!T:!',N:Qntract, per file,

monthly, time and zxpense; whichever suits
your needs. Struc:ured for optimum cash

flow. Reserve ana.ysis and management is

also part of the service.

SPEGIALIAEDRERABILITATION

ilitation

programs for serious injury cases with exclu-

sive facilities in some areas.

When all is said and done, the ultimate cost of your claims
depends on the capabilities of the organization and people
providing your adjusting services. A good reason to look
to Adjusting Systems International-the national/
international network of leading independent adjusters.
This single, convenient source offers you an unmatched
combination of experience and sKkills. Let us give you
complete facts or details. Call or write John Cones,
Executive Vice President, Adjusting Systems International,

Suite 300 East, 1 Woodway Building, 4801 Woodway Drive,

Houston, Texas 77056. Call toll free 800/231-2667. In
Texas, 713/965-0464.

Adjusting Systems International.

limit that bars some employees
working after age 65 from receiv-
ing full Social Security benefits.

- Shifting the date of payment
for annual Social Security benefit
increases to Oct. 3 from July 3

Social Security benefits are
slated to jump 11.2% in July, the
Social Security Administration es-
timates.

The average monthly benefit is
expected to rise to $371, while the
maximum benefit is expected to
climb to $753 a month.

Risk Retention Act

The Alliance of American Insur-
ers says it no longer will oppose the
Risk Retention Act.

Although the industry trade
group doesn't believe there is a
need for the product liability pool-
ing legislation, it "won't stand in
the way if business groups want
it," says Tom O'Day, government
relatons officer for the Alliance.

Under the proposal (S. 69) intro-
duced by Sen. Howard Cannon (D-
Nev.), group-owned companies
that underwrite owners' product li-
ability risks only and receive an
insurance company charter in any
state, Bermuda or the Cayman Is-
lands would be permitted to ser-
vice members in all states.

The measure would eliminate
the need for the groups to be li-
censed in each state or use a front-
ing insurer.

The American Insurance Assn.
also has dropped its opposition to
the Risk Retention Act (Bl, March
2).

OSHA's lead rule

The Occupational Safety and
Health Administration has delayed
until May 1 its controversial rule
requiring employers to remove
workers from their jobs if they are
exposed to certain levels of lead.

The final rule was to go into ef-
feet March 1, but OSHA agreed to
delay the rule to reconsider em-
ployer complaints.

"This brief additional delay will
enable all interested persons to
submit their comments and infor-
mation and will allow the agency
to better evaluate the requests and
responses to determine what long-
term action, if any, is appropriate,”
explained OSHA chief Thorne
Auchter.

Under the rule, employers must
lay off but pay workers whose
blood contains 60 or more micro-
grams of lead per 100 grams of
whole blood.

The employees could return to
their jobs when their blood lead
level drops to 40 micrograms.

Employers say layoffs resulting
from the rule would impair plant
operation and production. Business

groups want a one-year delay on
the rule.

Comments on the OSHA blood
level rule should be sent by April
15 to the OSHA Docket Office,
Docket #H-004M, Room S-6212,
U.S. Department of Labor, 200
Constitution Ave. N.W., Washing-

ton, D.C. 20210. Or call OSHA at
202-523-7894.

HMO reporting

The Reagan administration has
reduced the paperwork for em-
ployers sponsoring health mainte-
nance organizations.

The administration has elimin-
ated duplicate filings to the Labor
Department. Only one filing must
be made with the Department of
Health and Human Services.

The final HMO reporting rule,
which went into effect March 30,
was one of the more than 100
Carter administration "midnight”
regulations that President Reagan
held up for review. .
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editorial

opinions

=5*5

RISK

MGR.

VWEMacr- <'=

Winning ways

FHE RISK MANAGER of the Year compe-

nan eéw honor roll awar
vide an annual opportunity to recognize and
commend the creative work being done in the
risk management field.

The competition, sponsored by Business In-
surance, also provides an opportunity to spot-
light the qualities that put risk management
programs on the cutting edge of the profession
and to recognize individuals whose personal
efforts are judged worthy of emulation. ,

Business Insurance commends the 1981
Risk Manager of the Year, Duane Allen of
Hanna Mining Co., and his colleagues on the
Risk Management Honor Roll, Robert Bieber
of Westchester County, N.Y ., and William
Ryan of the University of Michigan.

We would like to echo the bible and tell all
risk and insurance managers to go forth and
do likewise, but the clear message of our hon-
ored executives is that good risk management
programs are neither born fully-formed nor
imitated.

They are designed slowly and carefully by
talented executives who respond to corporate
or institutional needs from the depths of their
own training, will and personal style. More so
than in any other year, the 1981 pacesetters
demonstrate the diversity of technique and
style contained within the risk management
universe.

« Duane Allen, "a details man" according to
his colleagues and peers, demonstrates the
skill and discipline required to protect and
fund the diverse risks of a major corporation.
In addition, his ability to innovate takes his
risk management role one step beyond tradi-
tion, into the profit-making leadership of a

bnsiness insurance ®

the national newsweekly of loss prevention, risk financing and benefit management

G.D. CRAIN JR. .founder (1885-1973)

MRS. G.D. CRAIN JR. S.R. BERNSTEIN
chairman of the board
KEITH E. CRAIN DAVID J. CLEARY JR.

secretary-treasurer

KATHRYN J. McINTYRE, editor (312-649-5286)

LORRIE GAWLA, managing editor ¢312-649-5278)

chairman, executiue committee

executive vp-general manager

LEN STRAZEWSKI, senior editor/features & special reports
JERRY GEISEL, Washington editor. RHONDA RUNDLE, West Coast editor. STUART EMMRICH, New York bureau chief.
JOHN MAES, assistant features editor. DAVE GALANTI, Agent/Broker Topics editor. Associates: New York-ELLIS SIMON,
MARY ANN MATLOCK (staff reporter). Chicago-EILEEN NORRIS. Dallas-STEVE SHERWOOD. Editorial assistant:
CLAUDETTE EISENZIMMER, Washington-MAISIE LEE (reporter/researcher). MERRILL S. SALTZMAN, graphics

captive and captive mangement firm.

« Robert Bieber, who taps a methodical ap-
proach to public risk management, reflects the
ethics and techniques needed to control risks
associated with governmental bodies, a field
the courts continue to expand with new liabi-
lities.

- William Ryan, a "conceptual” leadet,
shows forethought and flexibility in the de-
sign of a program to protect the wide-ranging
and sometimes ground-breaking exposures of
a major teaching, medical and research public
institution.

Though all of our honorees have impressed
us with a trademark, we know that all three
are disciplined, methodical and flexible. We
can see these qualities reflected in their pro-
grams and in the risk-planning of others they

have influenced.

* Influence and leadership, according to our
panel of peer and industry judges, are impor-
tant qualities spotlighted by the competition.
With that in mind, it is important to acknowl-
edge the role of the Risk Management Honor
Roll, awarded for the first time this year.

An expansion of our competition, the honor
roll makes certain that the leadership and in-
fluence of risk managers in all types of busi-
nesses and institutions are recognized and
cornrnended.

The winners of our competition are in the
limelight. But those who nominated them and
the judges who scored their achievements
share with them another important quality:
their quality of care for the risk management
profession.

We offer all the participants our thanks.

ROBERT L. NIESSE,
Midwest Bates manager-Chicago
(312-649-5276)

letters

Business Insurance welcomes letters from its readers. Please keep youT
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, 111. 60611.

Carnation's battle is moot

To the editor: Thanks for your
editorial in the March 23 issue of

Business Insurance.

The Carnation case once again
proves that bad tax issues make
terrible case law. IRS is happy to
contest these blatant attempts to
save expiring foreign tax credits.
But we must keep in mind that
Carnaton didn't really lose any-
thing except attorneys' fees which
are deductible; they just didn't gain
anything.

Getting into third-party under-
writing is just one alternative. | be-
lieve risk managers and tax man-
agers will choose a better alterna-
tive, that of showing the revenue
agent that taxable income and
taxes paid under subpart F make it
unproductive to deny the deducti-
bility of premiums. This assumes,
of course, that the premiums have

not been deductible for a year or
two and have been traded off for
issues the IRS doesn't have on their
hit list.

Captives Have matured, they
have survived IRS attacks for nine
years now and keep growing in
numbers. Overall, the beginning
start-up tax advantage is all but
forgotten, reserves are in place,
subpart F income is being gen-
erated and taxes are being paid.

Don't forget that subpart F losses
are not deductible, a real deterrent
to third-party underwriting. The
tax problem is becoming the prob-
lem of the new captive.

Charles J. Eades
Vp-insurance

Ingram Industries Inc.
Nashville, Tenn.

RM consultant correction

To the editor: An error was
made in the preparation of our
questionnaire for your risk man-
agement consultant listing (B,
Feb. 16).

We thought you were asking if
we were affiliated with any U.S.
retail brokerage firm, but in
rereading the qualification we un-

derstand that you were asking- if
we were affiliated with any insur-
ance institution at all.

Our firm is owned 80% by Alex-
ander Howden Group Ltd.

Robert N. Hughes

President

Robert Hughes Associates Inc.

Titanic rescue's rates leak

To the editor: | read with inter-
est the article "Titanic rescue in-
sured for all but the dream” (B,
March 16).

Your magazine interviewed me
concerning the insurance of under-
sea risks for its March 16, 1970,
issue.

In the intervening 11 years, a
great number of submersibles, both
manned and remotely controlled,
have been insured in the London
insurance market through this spe-
cialist company at rates and with
deductibles far below those de-
scribed for the Titanic by Art
Pendleton of Frank B. Hall.

There are certainly no exclu-
sions as to the ingress of water
since a manned submersible has a
pressure hull with its penetrations
for outside lights, sonar and other
equipment safely protected by
tightly packed insulation into
which seepage of water would be
virtually impossible.

Access to the long-established
market on undersea risks is a sim-
ple approach to a Lloyd's broker
correspondent, who can be re-
ferred to this company and obtain
viable terms for military subma-

DONALD A. WALSH,

(212-986-5050, Ext. 15)

advertising director-New York

rines, acceptable to any operator of

these vehicles.

The search for the Titanic in
such a large area of the western
Atlantic is a feat of considerable
difficulty since there are many
wrecks in these waters, strewn

boulders and

among canyons,
"false targets" to mislead the oper-
ators of vehicles controlled from
the surface.

James Dawson

Managing director
Undersea Projects Insurance
Brokers Ltd.

London, England

Rating evidence

To the editor: As third-party ad-
ministrators, it is easy for us to re-
late to your article "Medical claim
fever sends rates soaring” (BI, Jan.
26). What is not easy is justifying
these rate increases to our clients.
Showing them your article does
help.

Herbert H. Hokanson Jr.
President

Group Insurance

Service Center, Inc.
Marshfield, Mass.
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Great

problem solvers

of the 20th century.

The Wright Brothers

First there was Freud.

Then Madame Cuirie.

Then Einstein, the Wright
brothers, Henry Ford and Leo

Brandstatten ) . .
Leo Brandstatter? And making financial protec-
on ﬂorda le at a time when

Like taII AlG Risk Masnggi%g]%nrt et{/ery Ing else Isn't.

account executives, AiG has one of the most

his,prafessionwhat other greats experienced ris mana?ement

Solving problems that many services anywhere. In Tact, our
would consider unsolvable.

Like setting up note programs
to improve cash flow where there kn

is none.

Using captive reinsurance
facilities in developing plans to
minimize your income tax.

others don't even know exist.
J\Dat's important for you to

people have solved problems that

<1

Because when it comes to solv-
mg? problems, a company that's
still gaining experience could
leave you with a bad experience.

Which is why the world will
always remember the contribu-
tions of Freud, Einstein and
Brandstatten

AlG Risk Management.

The AIG Companies.

Let us take the risks.

For morg infomation, contactAIG Risk Management, Dept, A, 70 Png Steet, New Yok, Y. 10270, A ember Company of American nemationalGroup.
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take

We know We know. Things are rough.

But what if we told you that just one man
can straighten things out?

Hard to believe, but he's no ordinary man.
He's the Continental Soldier. The one be-
hind Continental Risk Services. In fact, he's
behind each and every part of The Continen-
tal Corporation.

The Continental Soldier will not only help
take the weight off your shoulders, he'll take

© TCC 1962

onanewemployee.

it off your desktop. By providing you with
complete access to all the insurance-related
services you need to manage yourcompany's
risks; efficiently and profitably.

Now there's someone to relieve your bur-
den. Someone who knows all about risk
management consulting-including feasibility
studies, captive insurance companies and
self-insured programs. And someone who
can offer you a host of services, like claims

and recovery, technical/loss control, com-
puter, financial and educational.
So, if things are getting out of hand, take
on a helping hand. The Continental Soldien
He may look like just a man, but he's #
really an army.

For more information, please write: 3Uf'

51; . fl=tfatrjlgr.,li . » +

New York, NY 10038. IbIPEDb -

© TCcC 962

Continental Risk Services, a facility of The Continental Corpc,ration



THECORN*STONE
FOR TOPCLASS
SECURITY

Know how

Kansa is an internationally-oriented
Finnish multiline insurance group. Kansa opera-
tions are based on professional skill, up-to-date
monitoring systems and imaginative decision-
making.

Solvency, based on wide-ranging
domestic operations and on a par with inter-
national standards, provides a sound foundation
for operations.

Kansa is a good partner. Solid, reliable

and honestly Finnish. And prompt in settling
claims.

Headquarters:
Hmeentie 33

RO.Box 78

SF-00501 HELSINKI 50
Finland

Phone:73161

Telex: 12-2209 kansa sf

Overseas offices:

Bermuda
Bott&Associates Ltd.
HAMILTON

Canada

Jevco Insurance Management Inc.
TORONTO

Hong Kong

Alliance Underwriters Limited
Mexico

Refinla S.C.

MEXICO CITY

KANSA HAS WHAT IT TAKES
FOR SECURITY::

SOLVENCY, EXPERIENCE
AND PROMPTACTION.
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Bermuda dominates captive market

By KATHRYN J. McINTYRE

HAMILTON, Bermuda-If the
extinct volcano poking out of the
Atlantic Ocean 775 miles east 6f
South Carolina ever rumbled to
life again, it would shake the foun-
dations of the worldwide commeri-

cal insurance business.

This tiny picturesque town of
British gentility and American
tourists perched atop the volcano is
the main port of the estimated $6
billion captive insurance company

industry and a port-of-call for in-

ternational reinsurers trading

risks.

More than 1,000 of the nearly
1,400 captives in the world are
based in Bermuda. They include
pure captives underwriting the
risks of only related companies, re-
insurance pools in which captives

mix and share their choice busi-

ness, senior captives underwriting

risks of unrelated companies to put
to work their accumulated capital
and new reinsurance ventures.

Sailing in behind the captives,
the traditional market fraternity of
insurers, reinsurers and brokers is
taking up berths in Bermuda.

"The Bermuda market is in on
every major placement that the
major brokers make,"
ing U.S. broker.

Other jurisdictions-like the
Cayman Islands, Bahamas and

Guernsey offshore and Colorado
and Tennessee in the U.S.- vie for

said a lead-

captive business claiming unique
advantages and growing, inexpen-

sive service capabili
Bermuda’'s.

es to rival

But no other captive domicile
bustles with so many captive man-
agers or pulses with a concentrated
reinsurance market. And no com-
mercial insurance rate-cutting or
cash-flow programs can stop the

growth of captives in Bermuda.

Risk managers are turning a risk
funding alternative forced upon
them by expensive and unrespon-
sive insurance markets into a
major force in the international in-
surance and reinsurance business.

Business Insurance, which has
followed the development of cap-
tives from the late 19605, devotes
this spotlight report to the dynamic
captive insurance company indus-
try operating off and onshore. And
like Risk Planning Group when it
looked for a place to hold the Fifth
International Captive. Insurance
Companies Conference (pages 100-
106), Bl begins in Bermuda.

Bermuda dualities

Captives and commercial rein-
surers, the American insurance
system and the British insurance
style, purists and eclecties create

and coexist in the Bermuda insur-
ance market.

The market is 1,017 registered
insurance companies, about 90% of
which are captives managed by
one of more than 50 active manag-
ers on the island. Among the cap-
tives are association-owned com-
panies, some so large, such as Oil
Insurance Ltd. and Nuclear Mutual
Ltd., that they have their own
management staffs.

About 40 of the insurance com-
panies, either under their own
management or through an under-
writing agent, actively underwrite
insurance for over 30 reinsurance
brokers on the island and slews of
U.S. and London brokers who fly
in for a few days, according to one
broker's market roster

The amount of gross premium
volume flowing in this market is
estimated at $4 billion to $5 billion,
with $1.5 billion of it written as

commercial insurance, not captive
business.

From afar it appears to many
that the market is stagnating in a
saturated state of development
compared with its potential growth
during the 19705. Horror stories of
too little office space, too few quali-
fied Bermudians and not enough
housing for expatriates are told by
the promoters of other jurisdictions
competing for captive business.

Many observers are also waiting
for the quick growth of captives
underwriting outside risks to show
heavy losses. Most recently, the in-
surance market has buzzed with
speculation that Phillips' Walton
Insurance Co. will be among the
first to show bad underwriting re-
sults from growing too quickly.

Neither observation is confirmed
by Bermuda market leaders.

Continued on next page
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Bermuda facilities grow with demand

Continued from previous page

Visits to new office buildings oc-
cupied in the last year around
Hamilton, filled with new and ex-
panded staffs, shows steady growth
with room for more.

Captive managers contend they
can manage more captives without
expanding staff and point to addi-
tional room in new quarters or

new buildings under construction

that could accommodate Inore

staff.

"There are still enough services
here to serve the new captive,”
says Richard S. Thompson, presi-
dent of Altamid Management Co.
Ltd., which manages 10 companies
with a total premium volume of
about $70 million. "Companies may
have to take other than the leading
lawyers and later deadlines with
accountants," he noted of the two
services most overtaxed.

Mr. Thompson, a Bermudian by
birth, also contends there are
plenty of qualified Bermudians to
be hired and trained in the insur-
ance business.

Training exists under an educa-
tion program conducted by the
Berrnuda

Insurance Institute,

which has hired a full-time person
to conduct insurance classes on the

island.

So far there is no proof that the
underwriting on this island will
blow the companies out of the
water.

Underwriting results for com-
panies entering the commercial in-
surance market appear to be no
worse so far than the losses hitting
insurers elsewhere, underwriters,

The best reinsurance stays in
London, says Jonathon Crawley.

including those at Walton, say.

And the captive managers report
captive business is still running
very profitably.

Statistics also suggest continued
growth in the Bermuda market.

In 1980, 117 exempt insurance
companies were registered in Ber-
muda, just one fewer than in 1979,
bringing the total number of ex-
empted companies in Bermuda to
988 at year-end 1980. The pace of
new company development isn't
slowing in 1981. In the first three
months of this year, 29 new insur-
ers were incorporated and seven
more are awaiting incorporation
approval.

Curiously, the major captive
managers aren't reporting big
growth in client rosters to match
the new company incorporation
rate. Some speculate that the
newer companies are being readied
for a change in commerical market

when risk managers will want an
alternative risk-funding mecha-
nism.

The statistics, however, concern
some people looking at the future
of Bermuda. Registrar of Com-
panies Austin Ward concedes that
at some point Bermuda may have
to restrict the registration of new
companies if the support services
become overloaded, but he denies
Bermuda is at that saturation point

Although the figures of $3 billion
to $4 billion in premium flowing
into Bermuda-based captives sound
impressive, no one is sure and no
one will even guess what percent-
age of premiums flows back out
again to the U.S. and U.K. for rein-
surance of the captives.

"Too much," says Jonathan J.

Crawley, a British insurance bro-
ker-turned-underwriter as execu-
tive vp of Beneficial Finance's in-
surance operations in Bermuda.
"The best reinsurance business
doesn't leave London and the best

reinsurance risks don't leave the

U.S. There are exceptions, but gen-
erally what gets exported is never
the cream. Why does the cream of
this island leave when there are a
number of reinsurers here wish
stability and security?"

He answers his own quesion:
because most 01 the captives are
managed by affiliates of U.S. bro-
kers which most often use their
New York offices to place the rein-
surance for the captives.

J&H Ltd. does use the Bermuda
office of its reinsurance brokerage
affiliate Willcox, Baringer to place

some reinsurance for captives,
J&H executives sdy Reinsurance
for "a fair amount" of the 86 cap-
tive clients of Marsh & MelLennan
(Bermudal] Ltd. is placed in the
Bermuda market by M&M's ex-
cess/surplus lines brokerage NBA,
which has an office in Bermuda,
says David Vaughan, managing
director of M&M's Bermuda office.

John J. Lorhan, president of
Corroon & Black Ltd., which man-
ages 16 captives, admits none of his
clients use the Bermuda reinsur-
ance market, preferring London
and New York reinsurers.

"IN one case in which a client
was reinsured in Bermlida, the
Bermuda market was replaced
with Lloyd's and U.S. companies
on a pricing decision," he said.

While growing in number, few

existing captives are growing in
size in this competitive commercial
insurance market. Some are even
shrinking.

Executives at J&H Ltd. and
Alexander International Ltd. noted
that a few of their clients are pull-
ing risks out of their captives to
take advantage of the cheap cost of
commercial betting

their losses will be more than the

insurance,

premium quoted. M&M has simi-
larly recommended the tactic to a
few of its clients, Mr. Vaughan
said.

Rent-a-captive ventures, which
are designed to offer small com-
panies the benefits of using a cap-
tive without spending the money
to own one, aren't selling like hot
cakes, either. But Bermuda insur-

ers continue to develop them.

WHEN YOU START PINCHING
PENNIES ON HEALTH GRE
COVERAGE MAKE SURE YOU

PUTTHESGUE#4

ON THE RIGHT COSTS.

isfs.



Wellington Insurance Managers
Ltd., part of Ivanhoe Group Ltd.,
has developed a plan similar to
Aneco's profit-center program.
Both programs include arms-
length investments designed to
provide the client with the benefits
of good underi riting experience
without U.S. tax problems.

Within the mire than 1,000 re-
gistered exempted companies are
some twin captives of one parent

company-one to underwrite do-
mestic risks and,one to underwrite

international risks. But some of
these companies are being consoli-
dated to cut operating costs, since
iareful account: ng can keep the
accounts separate for tax purposes.

Any effort to hold down rising
operating costs is understandable.
A small captive fan cost about
$36,000 annually to operate in Ber-
muda.

The management fee alone for a
simple Bermuda captive is most
often quoted as $20,000, with the

price rising as the number of con-
tracts and losses increase.

The inflated cost of doing busi-
ness and the cost of supporting
more professional staffs-including
underwriters, claims specialists
and investment managers as well
as accountants-are driving up
management fees, the managers
say.

Attorneys' fees continue to rise.
Appleby, Spurling & Kempe, one
of the leading law firms serving
the Bermuda insurance market, re-
cently announced that its fees for
representing cap:ives will increase
June 1 to $3,000 annually for new
clients and $2,500 annually for ex-
isting clients from the current
charge of $2,000.

Government license fees, how-
ever, will go down in 1982. The
52,000 annual insurance company
registration fee this year becomes
SI1,500 in 1982 and the insurance
company tax remains at $2,250.

Auditors' charges, a certain ex-

The cost of health care coverage is actually

two costs. The retention costs (which cover

pense since the Bermuda insurance
law now requires an annual audit
of every insurer, run about $5,000
to $7,000 for a small capive and as
much as $20,000 for a reinsurance
pool with about a dozen partici-
pants.

At no extra charge, most cap-
tives in Bermuda scan expect more
words on the audit than they want.
Captive managers agree that as a
rule the auditors are qualifying
their opinions subject to the cor-
rectness of the loss reserves main-
tained by the captive.

These so-called "soft qualifica-
tions" by auditors don't imply the
captives are underfunded; the au-
ditors aren’'t satisfied with the
quality of loss history used to set
the reserves. Most Bermuda-based
captives and the companies under-
writing unrelated or open market
risks are underwriting at a one-to-
one or less than one-to-one pre-
mium to surplus ratio.

Only a few companies have had

Retention costs are gener-

to increase their capitalization to
comply with the Bermuda insur-
ance law that requires minimum
capitalization of $120,000 and
allows companies to write to as
high a ratio as five-to-one.

Although the law was just
amended last month to allow the
Minister of Finance to grant ex-
emptions to the law instead of re-
quiring exemptions be approved by
the Parliament, no one should in-
terpret the new procedure to mean
there will be wholesale exemp-
tions, Mr. Ward said.

Most of the exemptions granted

will be to protection and indemnity
clubs and mutual insurers which

can't meet the five-to-one ratio but
can assess owner-members after a
big loss.

Captive insurers in Bermuda can
also look forward to paying out an
additional service fee in 1981 if
they underwrite product liability
or medical malpractice insurance.
The insurance regulations now re-

everything from administrative costs to re-
serves). And the cost of benefits. All too often,

only retention costs get much attention.

THE EXPENSIVE ASSUMPTION.

Some buyers make the assumption that the

cost of benefits will always be the same. After
all, the same people will get sick and incur the

same costs. no matter who the carrier is. So how

can there te a difference?
The fact is, there can be a big difference.

ally only 5 to 10% of the total W||||||||g||N
health care coverage bill. If a -=*
carrier simply assumes risk

and pays bills, there's no

control over the really big part

of your cost. The benefit costs. 19500 oF vour

Which is why Blue Cross HEALTHCARE DOLLAR

and Blue Shield Plans are so USUALLYGOESTO
. .. BENEFITCOSTS.AND
committed to containing bene- 1 a1s wHeRE WE an

fit costs. In fact, Blue Cross
and Blue Shield Plans are the

MAKE THE BIGGEST
DIFFERENCE.

only ones whose scope and method of operations
are broad enough to deal with the problem
effectively.

ITS ALREADY WORKING.

Blue Cross and Blue Shield Plans often

have special arrangements with hospitals and
physicians supporting a wide range of cost
containment initiatives. This means value added
and lower benefit costs to enrolled groups.

In fact, over the past decade, programs like
out-patient diagnostic and same-day surgery
have helped cut the average hospital stay of
our subscribers by one full day. And saved
$1,250,000,000 last year alone.

So before you make a decision about your
group's coverage, contact your Blue Cross and
Blue Shield Plan Marketing Representative.
Otherwise, trying to save a little money could
end up being very expensive.

Write forthefree booklet: "The Most Effective
Health Care Protection For Your Employees:' Blue
Goss and Blue Shield Associations, Box 8008,
Chicago, IL 60680.

i. Blue Cross &
Blue Shield®

HELPING CONTROLALLYOUR COSTS.

3 Registered Se.vie Marks N the Blue Cross Assoc -In
®Rellstered Serv,ce Mail.$ 01 the Blue Shield Associallon

business insurance, April 6, 1981/ 15

quire that companies whose premi-
ums for these two risks exceed 10%
of total premium volume submit to
the registrar a certification of the
loss reserves by an actuary or loss
reserve specialist. However, the at-
torney general is now reviewing
proposed amendments to the regu-
lation increasing the pecentage to
perhaps 50% before the loss reserve
certification will be required.

So far there is only one licensed
loss reserve specialist in Bermuda:
Shelton Burgess, the former regis-
trar of insurance companies who
has established his own insurance
consulting firm here under his
name. The firm has entered into a
reciprocal consulting arrangement
with Atlanta-based Tillinghast,
Nelson & Warren to tap the actuar-
ial expertise needed to certify loss
reserves. A TNW actuary also will
move to Bermuda.

The two companies are ahead of
competitors who will have to pres-
ent individuals to be certified by

Don't expect wholesale capital
exemptions, says Austin Ward.

Mr. Ward as loss reserve special-
ists. The alternative, which Mr.
Ward says is more difficult, is for a
U.S. actuary to obtain a work per-
mit to practice in Bermuda.

While the captive insurance com-
pany business is the mainstay of
the Bermuda insurance market,
the most notable development in
the Bermuda market is the contin-
ued growth of the reinsurance
market here.

The reinsurance market includes

senior captives underwriting risks
for unrelated companies, branch
offices or subsidiaries of interna-
tional reinsurers and new reinsur-
ance ventures (see related story,
page 18).

Most often they underwrite on a
British slip system, taking various

percentages of risks, but American
underwriters are known to take

the full risk if it's attractive and

they have the capacity-a practice
considered selfish by the British-
trained underwriters.

Both facultative and treaty rein-
surance business is offered by local
brokers, U.S. brokers who come to
call and via telex submissions, most
often from American interme-
diaries'. More than 100 brokers,
mostly from the U.S., tap the Ber-
muda market.

Bermuda underwriters say they
prefer to deal with U.S. brokers
because premiums flow more
quickly from the U.S. than the
U.K.

Brokers here contend they could
put together $25 million in capacity
if they were given the right to
market an attractive program.
Three years ago the Bermuda mar-
ket offered capacity of $350,000,
which could be stretched to $1.2
million for the right risk, according
to one broker.

The typical slip filled out in Ber-
muda is for a $5 million layer be-
cause Bermuda seldom gets the full
order on a program. The risk is
usually outside the working layer
because Bermuda companies don't

Continued on next page
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* SELF-INSURANCE MANAGERS
* CLAIMS SERVICES
* OILFIELD SAFETY
* RISK MANAGEMENT

* COMPUTER SERVICES

DIVISION SERVICES CO. INC

4829 Yale St. - P. O. Box 6942

, U Metairie (New Orleans,) LA 70009
(504) 455-1827

Bermuda's rates

float over bottom

Con-inued from previcus page
want to write business generating a
lot of paperwork. They usually
take the $5 million excess of a $1
million layer.

A Bermuda-based reinsurer gen-
erally will take a line .,arying from
$150,000 to $2 million, depending
upon the class of business and how
well it likes the risk, says Derek C.
Hut-on, vp and director of Insur-
ance & Reinsurance Brokers (Ber-
muda) Ltd.

His firm, owned in eqial shares
by Petrofina's Brittany Insurance
Ltd. C.E. Heath (Bermuda) Ltd.,
R.B. Jones Corp. and Phi.lips' Wal-
ton Insurance Ltd., brokered

nearly $37 million in premiums in
1980. About 30% of that was to the

non-Bermuda market.

Despite reference to Bermuda as
"innocent capacity,” the market
isn't cheap here. One broker be-
moans the amount of business he
loses on price to the U.S. and U.K.

The market also is developing a
sense of camaraderie. Every set
ment of the market is now
organized into an association. Some
of the leaders would like to see
their associations take over from
the government and its appointed
committees the job of enforcing the
Bermuda insurance law.

The alignment of leaders by pro-
fession is heightening the aware-
ness that some people in the mar-
ket wear more than one hat of cap-
tive manager, broker or G-
derwriter, which is becoming an
issue to some people.

The purists say there must be
management separation in com-
panies performing more than one
function to avoid at the least the
appearance of conflict of interest
when one person tries to represent
buyer, intermediary and un-
derwriter.

"It comes down to the integrity
of the person, doesn't it?" retorts
Michael Bott of Bott & Associates,
who is among those who function
in all three roles.

Bermuda as an insurance center
takes a knock sometimes for pro-
hibiting branch banking by major
international banks.

William D. Thompson, assistant
general manager-international of
The Bank of Bermuda Ltd., de-
fends the island's banking services.
His bank shops the world banking
markets to service clients, landing
competitive prices that compensate
for the local bank's service charge,
he says.

The priceless characteristics of
Bermuda attractive to the business
person include a stable govern-

ment, easy access and social ameni-
ties.

The incumbent party in Ber-
muda lost seats to the opposition in
the recent election, but Bermudi-
ans contend that even a change in
government to the Progressive
Labor Party from the incumbent
United Bermuda Party would not
affect the insurance industry here.
The PLP has said it welcomes the
insurance industry and the com-
merce it brings to the island.

Independence is being debated
by residents of this self-governing
Crown Colony who are concerned
about how an independent Ber-
muda would pay for foreign em-
bassies, not if it would change the
business or social climate in Ber-
muda.

Bermuda also boasts the best ac-
cess to offshore domiciles for busi-
ness travelers. Flights leave for
Bermuda from New York, New-
ark, Boston, Baltimore, Philadel-
phia, Toronto and Atlanta. Miami
will added soon.

The recent Atlanta connection is
appreciated in Bermuda as attract-
ing the Southeastern-based U.S.
companies that might have been
more inclined to use Cayman.

Accommodations in Bermuda
are excellent. There are hotels
within walking distance of the in-
surance community in Hamilton
and villas along the beach just a
short cab ride from town.

The selection of restaurants,
night spots and shops is far greater
than one finds in Cayman and
more personal than the glitter of
the Bahamas.

But you can't count on the
weather in Bermuda in winter. Al-
though a welcome escape from
snow and cold, it's likely to be
windy and rainy through March. .



CAS - Claims Administration System - is demonstrably best.

Since its birth, CAS has gone through several improving evolutions.
The latest version went live in 1977 end now has more than 30

users, including cver two dozen Fortune 500 companies and the
Australian Health Insurance Commission (which, alone, handles
over 10,000,000 claims a year). No other computerized ¢ aims
system even vaguely approaches this level of tested acceptance.

What's more, we spend millions of dollars to devise add-on
enhancements for CAS. Like the capability to add new- benefits in
minutes - without programmirg. And adaptation for new
technology, resulting in the new, thirc-generation CAS.

So CAS is plainly best. And it just got even better. On January 5,
1981, System Development Corporation, developer of CAS, became
part of the Burroughs Corporation. SDC® is the oldest company
exclusively in information services, and the largest in computer-
based health serv ces. But $3-billion Burroughs is over 17 times
bigger. With their resources, technical know-how and aggressive
dedication to R&D backing our own, SDC's continuing leadership
and progress are that much more assured. Our stability aid
commitment to customers are that much stronger. CAS is that

much better.

It means you don't have to wait for the "right" claims system. In

CAS, we offer exactly what you're loo<ing for, available right now:
the best - getting better all the time.

For more information, Clip this coupon to your business card or
letterhead and mail to nearest

CAS office. Or, call direct.

To: System Development Corporat|on
(Claims Administration System)
1

= 2500 Colorado Avenue

Santa Monica, CA 90406

(213) 820-4111

- 122 East 42Nnd Street
New York, NY 10017

(212) 697-4227

«18 W. 100 22nd Street Suite 102

Oakbrook Terrace, IL 60
(312) 620-8288

Please send me your brochure giving
full details of the CAS technique of

automating medical and dental
claims administration for large

organizations.
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On January 5, 1981,

the world's best
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system

got 17 times

better.

MR. JAMES B. SKAGGS
PRESIDENT

SYSTEM DEVELOPMENT CORPORATION
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Francis Carter offers captives a
stop-loss insurance product

Ol firm captives fuel Bermuda

HAMILTON, Bermuda-Tap the
Bermuda insurance market and
you'll likely strike oil money.

The biggest senior captives un-
derwriting commercial reinsur-
ance in Bermuda are the subsi-
diaries of oil companies: Insco In-
surance Ltd., owned by Gulf Oil;
Walton Insurance Ltd., owned by
Phillips Petroleum Co., and Men-
tor Insurance Ltd., owned by
Ocean Drilling & Exploration Co.

These three market leaders are
also among the first to show signs
that Bermuda companies are sub-
ject to the same underwriting
losses hitting other international
reinsurers (see story, page 22).

Expanding its underwriting also
is Ancon Insurance S.A., Exxon's
Panamanian registered insurance
subsidiary, ready to use the $487

million in capital and surplus it has
accumulated since 1942. But in
1980, less than 5% of its $134 mil-
lion in gross premiums was from
unrelated risk underwriting.

INn addition to hiring un-
derwriters in Bermuda, Ancon has
established a U.K. company,
Ancon Insurance Co., with 5 mil-
lion pounds of capital. Jim Hunt,
formerly with Peter Wilson at
Weavers in London, will under-
write for the new company.

Oil money flows into Oil Insur-
ance Ltd., too, the Bermuda-based
group-owned reinsurer of the oil
industry. But last year, more
money flowed out than in, with
$192.2 million in losses and ex-
penses paid against $85.6 million in
net written and earned premiums.

Yet, OIL at year-end 1980 showed
a surplus of $148.6 million for its 38
member companies.

The Bermuda reinsurance mar-
ket of 40-odd companies includes
branches or subsidiaries of interna-
tional reinsurance companies and
new reinsurance companies such
as Trenwick.

American ownership dominates,
but there are British, Canadian and
Far Eastern interests here, too.

The long-recognized leader of
the Bermuda reinsurance market is
Insco, with its president Leslie
Dew, former deputy chairman of
Lloyd's, the first big-name under-
writing talent to arrive here.

Other senior captives, such as
Mentor and Walton, are stealing
some of Insco's thunder.

Some big names in the Bermuda

L

Sophistication is the key to effective, cost effi-
cient insurance programs. Ourknowledge of all aspects
of insurance coverage, plus our close association with
specialized insurers both here and abroad, allows us to

bring unmatched sophistication to the programs we
construct for clients in all industries.

Call and see what a touch of sophistication can do
for your insurance needs.

BRI Coverage Corporation
156 William Street New York, N.Y. 10038 212-233-7171

market aren't connected with the
most money.

Francis Carter, a former Lloyd's
underwriter who first underwrote
in Bermuda for Mentor Insurance
Ltd., is president of Belvedere In-
surance Co. Ltd., and a frequent
lead underwriter here.

In 1980, Belvedere underwrote
$9.6 miillion in gross premiums and
reported net premiums retained of
$2.9 million against just under $10
million investors' capital.

Now Belvedere Underwriting
Agents Ltd., a related company, is
underwriting equal shares for Be-
levedere and Telect, General Tele-
phone & Electronics Corp.'s insur-
ance subsidiary. Telect adds capital
and surplus of $33 miillion to the
agency. It's possible the agency
could write $10 million in net pre-
miums this year.

Its maximum line now for both
companies is $2 million.

Mr. Carter is especially in-
terested in underwriting financial
reinsurance treaties, such as buy-
ing out reserves of other com-
panies. The tax-free environment
in Bermuda makes the business,
which depends on investment in-
come to be profitable, attractive.

About 20% of Belvedere's busi-
ness is leading reinsurance for cap-
tive accounts. Many reinsurers are
chasing the business now, but Mr.
Carter contends he pioneered the

product almost a decade ago at
Mentor.

Hudson Reinsurance Co. Ltd. is
another highly respected and ac-
tive reinsurer in Bermuda, operat-
ing under the direction of Robert
A. Baker, formerly underwriting
vp for treaty reinsurance at North
American Re, among other posts.

Hudson Re, through Hudson Un-
derwriting Ltd., underwrote $8.5
million in premiums in 1980 in its
first full year of operation. It has
$10 million in capital, $8 million of
which has been subscribed and
paid, invested by several European
insurers, including Scandia Swe-
den and Scandia U.S.

Trenwick, now with $30 million
in capital, is looking at a lot more
business than it is underwriting. It
underwrote only $3 million in pre-
miums in 1980, rejecting 96% of the
business it saw.

But what it wrote, it usually led,
often using its $2 million capacity.

Although not writing great
hordes of business, Jonathan
Crawley at Beneficial Corp.'s in-
surance ventures in Bermuda is
emerging as a market leader.

He is expanding the business of
two insurance companies which
have primarily reinsured credit in-
surance risks generated by Benefi-
cial's finance operations.

The former Lloyd's of London
broker is underwriting stop-loss re-
insurance treaties for captive in-
surers underwriting only related-
company risks for about $1.5 mil-
lion in premiums on 40 treaties. He
is also selectively adding business
from the U.S. and London markets
at about $3 million in annual pre-
miums. The London volume is
business he has found, not what is
brought to the island by London
brokers who, he says, come to Ber-
muda "to plunder.”

A risk placed in the Bermuda
market is also likely to tap the ca-
pacity of such well-known Ameri-
can companies as Crum & Forster
and General Re, which operate
here.

Among the new emerging mar-
kets is Frank B. Hall (Under-
writing Managers) Ltd., which is
projecting $10 miillion in premiums
in 1981 for Hall's wholly owned in-
surance subsidiary Union Indem-
nity Insurance Co. of New York,
and Grumman Corp.'s Pauman-
ock.



A word from BRI Coverage Corp., The Independent Insurance Broker, on understanding risk today:

R K

Management
Economics.

Risk used to be sort of an edu-

cated guessing game. You relied
on insurance to provide "adequate

Risk must now be identified in

advance. In order to protect your-
self, you can't afford to speculate

protection”, paid a premium, and - you have to be aware of every

that was it.

Today, risk has to be calculated.

To the letter. Reliance on insurance you can see how much risk can be

just won't suffice anymore. Be-
cause claims that were unheard of
years ago are being brought forth
every day and won. The number
and variety of these claims are
greater, with the cost of settle-
ments escalating geometrically.

No one can afford to be casual
about risk anymore. The outrage-
ous costs have shed a new light on
risk. Particularly in the way that
it's being handled. Management
has begun to see risk for what it is
- an important cost affecting the
profitability of the company.

In the past, the term "risk man-
agement" was nonexistent, be-

cause insurance was an administra- methods of funding or non-funding

possible exposure.
Once identified and quantified

tive brokers in the industry, knows
this is the case. Rather than re-
structure its present services and
organization, BRI formed Risk
Management Economics by bring-
ing together a select group of
highly-skilled financial and risk

sustained and how much should be analysts. By working in close

transferred. For every exposure,
management has three options: to
consider the risk as insignificant
and not insure it, to transfer the
risk entirely, or to strike a balance

cooperation with these experts, our
clients can refine and re-define the
role of risk management in their
company's insurance program. In
so doing, it becomes possible to

between self-assumption and trans- achieve more control over cash-
fer. The balance between not insur- flow, tighter supervision of claims

ing, self insurance and full-
insurance is one answer to cost-
effective risk management. It opens
up a new set of variables in the

economics of risk management -
variables such as taxes, invest-

ments and cash flow. In effect, the

economics of successful risk man-

agement are dependent upon the

tive function. A policy was written you choose - the goal is to find

and the premium came out of a
book. Basically, a company had
only three options to save money:
to change brokers, to change in-
surers or to change both. That

was about all "managing risk"
entailed.

The dramatic rise in the cost of
insurance has necessitated a more
sophisticated and disciplined ap-
proach to the management of risk.

the optimum position for your own
circurnmnstanrnces. —

Risk management has changed
the meaning and economics of in-
surance. Those who truly manage
risk use insurance as a tool, not as
solution in itself. The proper ap-
plication is entirely different - so
are the results.

BRI Coverage Corp.. recog-
nized as one of the most imagina-

and other risk expenses.

All this really means is that the
system can work on your behalf. If
you agree with the concepts, then
you'll probably also agree with our
approach. Find out firsthand. Call
Risk Management Economics at
(212) 233-7171.

Jb..

Risk Management Economics.
A division of

BRI Coverage Corp.
156 William Street

New York, N. Y. 10038
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S,ABC
AND NBC.

The biggest network TV advertising
campaign in IIAA history commenced YEAR
TWO on March 9 and continues through May 31
and the reception has been great! The network
schedule includes many of America's most-
watched shows. News shows. Sports shows.
Comedy shows. Movies. Plus many other prime -
time favorites. You name it and we're probably
on it! On all 3 networks! Before we're through,

millions and millions of your best potential
Network television will expose millions of . : . .
TV viewers to the Big %" clllents will see the advantages of dealing with a
Big I'' Independent Insurance Agent.

YouRI Independent
/nsuronceO/AGENT

SERVES YOU FIRST

The more-than-one-company
insurance agent

Independent Insurance Agents of America, Inc.

85 John Street, New York, N.Y. 10038

Over 126,000 member agents representing 34,000 agencies. More than
250,000 dedicated employees serving America's insurance needs.
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Captives share sour underwriting loss

Photo: Kathryn J. Mcintyre
Walton is no worse off than the

marketplace, says Frank Taylor.

HAMILTON, Bermuda-Cap-
tives turned commercial reinsur-
ance companies here are discov-
ering they aren't immune to the
sour underwriting results turning
the stomachs of insurance com-
pany executives around the world.

Three of the leading young rein-
surance companies are spending
profits earned on good parent com-
pany business to pay the losses re-
ported on under policies issued to
unrelated companies.

They are three senior captives
owned by U.S. oil companies:

= Walton Insurance Ltd., the
Phillips Petroleum subsidiary, re-
ports a $3.1 million loss for a
106.2% combined loss and expense
ratio on its unrelated risk under-
writing, while Phillips risks pro-
duced a $6.9 million underwriting

flur biggest satisfaction comes

1 | from helping companies that
V pay too much for insurance.
When they turn to us, it's often a trib-
ute to our specialty: Reducing premi-
ums by reducing risks.

profit for a 67.9% combined ratio.

Net underwriting income in
1980 fell to $3.7 million from $13.3
million in 1979, reducing net in-
come to $18.6 million in 1980 from
$23.1 million in 1979. Its first big
year of writing unrelared risks was
1977.

* Insco Ltd., the Gulf Oil subsidi-
ary, reported a 111% cimbined loss
and expense ratio on its unrelated
business while Gulf risks contin-
ued to be profitable despite in-
creased loss frequency.

Underwriting income at Insco
fell to $1.1 million in 1980 from
$11.6 million in 1979, reducing net
income to $21.8 million from $25
million. It has been underwriting
more unrelated risks than Gulf
group risks since 1978.

= Mentor Insurance Ltd., the
Ocean Drilling & Exploration Co.
subsidiary, lost $9.4 million on un-
derwriting in 1980, all on unrelated
risk underwriting, for a combined
loss and expense ratio of 132.5% on
the consolidated results compared
with a 72% combined ratio of
ODECO business.
Its net income fell to $3.9 mil-
lion from $9.5 million last year. It
has been underwriting a substan-

tial amount of unrelated risks since
1974.

Executives at these companies
aren't alarmed.

"If the industry is running at a
105% to 106% loss ratio, we can't do
sensationally better than anyone
else," commented Harold E. Torn-
quist, chairman of Walton.

to serve you again.You get consistently

superior service.

But although we offer you the wis-
dom of our years, we also offer you
our foresight.We look beyond reducing
risks to how your company will be

Risk reduction has become such
a science with us that few brokers can

compare. We have a staff of top
engineers that will give your company
the most thorough going-over.

We work with an alacrity seldom seen
in any business.

But don't let our youthful enthu-
siasm fool you.We're 129 years old.
-We've been finding more feasible ways
to insure companies since 1851. --

And our people have a history -
ofstaying with us. So those who
serve you now will be there

Dale & Company Limited

Insurance Brokers

affected ifsome mishap actually occurs.
The Dale team will suggest
better ways to protect your holdings.
We don't want an accident in one
part ofyour operation to cause down-
time and reduced profitability in
another.
So ifyou've got a feeling you could
be paying less for insurance,
we've got offices right across
Canada you can call.
We're Date & Company.
The largest broker owned
by Canadians.

offices at: St.John's-Corner Brook-Grand Falls-Hal#ax-Montreal-Ottawa-Toronto
Hamilton-London-Windsor-Winnipeg-Calgary-Edmonton-Vancouver
Head Office:Box 18, Toronto-Dominion Centre, Toronto, Ontario MSK 1132.

'Iblephone: (416) 366-4645

Insco's president Leslie Dew
expects rates to rise by the end of
the year and business to return to
profitable underwriting.

And ODECO is getting ready to
expand its insurance business, per-
haps with U.S.-based insurance
companies.

"Walton's problems are no worse
than those of.the worldwide mar-
ket," said Frank Taylor, vp of un-
derwriting who just joined the staff
as part of Mr. Tornquist's staff ex-
pansion drive.

Since he arrived at Walton in
June 1980 from the American in-
surance market, Mr. Tornquist has
added a bevy of experienced un-
derwriters and is enforcing under-
writing guidelines against certain
risks.

The addition of many new un-
derwriters wh6 are turning down
business they don't consider profit-
able is fueling specualtion in Ber-
muda that Walton is facing mas-
sive underwriting losses.

"It's not true," Mr. Tornquist as-
serts. The 1980 results reflect
strengthened loss reserves and
Walton has realigned its reinsur-
ance protection.

"We're underwriting on a much
more professional basis," says Mr.
Taylor.

The company expects to increase
its premium volume in 1981, al-
though most of it will come from
premiums just arriving on business
written in the past. Gross premium
in 1981 is expected to be $160 mil-
lion, up from $118.8 million in
1980.

Capital and surplus is expected
to top $100 million at year-end
1981, up from $90 million at year-
end 1980.

Only about $21 million of Wal-
ton's net premiums of $70 million
in 1980 came from Phillips risks.

Insco's results, though showing
less of an underwriting profit than
Walton for 1980, are fueling less
speculation.

President Leslie Dew states in

the annual report that the results
are acceptable by market stan-
dards.

Insco wrote $153.7 million gross
and $77.1 million net premiums in
1980, against capital and surplus of
$110 million.

Mr. Dew says he is looking
forward to rate increases for some
casualty lines at the end of the year
for 1982 renewals and considerable

hardening of rates for all business
in 1982.

Meanwhile, he says he is build-
ing up staff and systems to be
ready when the rates are more at-
tractive.

Only $30.1 million of Insco's net
premium income is from Gulf
risks.

The only one of the three com-
panies to show a substantial cut-
back in underwriting, citing cheap
rates it won't accept, is Mentor.
"Who wants to write in this mar-
ket?" asks Norris Hayes, vp in
charge of the operation.

He has doubled Mentor's loss re-
serves over the last two years to
more than $40 million and has
taken Mentor out of the aviation
and facultative hull insurance
markets that showed terrible re-
sults.

Sitting on capital and surplus of
$48 nnillion, Mentor posted just
$22.2 million in net earned premi-
ums in 1980, a big drop from $41
million in 1979. About 10% of the

premiums are attributable to
ODECO risks.

ODECO is planning to expand its
insurance operations, possibly with
U.S.-based insurance companies.
The expansion drive will be
headed by Mr. Hayes from the
company's New Orleans head-
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UNDERWRITERS

OF THE US. INSURANCE GROUP

Unique * Responsive * Innovative

For information on a unique, responsive
approach to more-ocean marine business

Il Please call me for an appointment.

0O Please send your information Kkit.

Name Title
Company

Address

City State Zip
Telephone (

International Marine Underwriters
110 William Street, New York, New York 10038
(800) 221-9441

New York « Atlanta - Chicago « Dallas
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WORLDWIDE SPECIALISTS
in Treaty & Facultative REINSURANCE

with major contacts in Europe
and the Far East

Broker Member New York Insurance Exchange

HERBERT L. JAMISON & CO.

90 Park Avenue, New York, N.Y. 10016 Area Code 212-490-7627

Are you stranded In the Islands w,th ah offshore La .0 162(t
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 y6ur predicament, Assotiated
Company Management of Ebasco can rescue'you withafult
range of management services fine-tuned to tha needs of
the captive insurer.
+ Captive Insurance.Company * Loss Control'

Audif - Data Processing and related

» Reinsurance Consulting reporting systems
- CCClI=airyvaxss - Investments

= UnNnderwriting = 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 intormation, call or write: Associated Company
Managethent of Ebasco, Ltd., Airlie House, P.O. Box 1617

Hamilton 5-24, Bernda, (809292-0154*

—_

ASSOCIATED COMPANY MANAGEMENT OF EBASCOATD.
A Subsidiary of EBASCO RISK MANAGEMENTCONSULTANTS, INC.

Top underwriters,
insurance offices

root in Bermuda

HAMILTON, Bermuda-Insur-
ers here aren't housed in tents
upon shifting sands.

One could imagine such a scene
from descriptions of the Bermuda
insurance market coming out of
London, where the competition
charges Bermuda insurers with
lacking professionalism, security
and continuity (see story, page 26).

The scene is quite different.

Visits to insurers' stylish offices
turn up British- and U.S.-trained
underwriters, some with decades
of experience from leading insur-

ers.

The expanded staffs include new
claims specialists to handle the
losses beginning to emerge as the
insurers' business matures. Com-
puter systems are being installed to
streamline operations.

"There is probably more under-
writing talent here per million of
premium volume than anywhere
else in the world," contends Norris

Hayes, vp of Mentor Insurance
Ltd.

"The business done here is done
at least as professionally as in the
U.S. market and are in many cases
more professionally,” says Angus
Robinson, senior vp of Trenwick.
"The level of experience among
underwriters is , significantly
higher than in other world mar-
kets. We don't have junior people
looking at risks down here."

The most professional and ac-
tive operations are, by consensus of
Bermuda sources, Insco, Hudson
Re, Mentor, Walton, Belvedere,
Trenwick, Beneficial International
and Ancon.

Missing from the list of high-
profile professional operations are
companies such as as lvanhoe In-
ternational, run by Kenneth Bier-
sak, a veteran of Royal Insurance

Paul Branscombe, Willcox Bar-
inger vp, is annoyed.

who  underwrote the General

Motors account for years, and
many others who are emerging
with more staff and capital.

"It annoys me when people say
the market lacks expertise. | feel
we are criticized by people who
haven't come to Bermuda to meet
the underwriters," says broker
Paul Branscombe, vp of Willcox,
Baringer (Bermuda) Ltd.

Proof of Bermuda's professional-
ism is in its prices-high, the mar-
ket leaders say.

"Bermuda is a more select mar-
ket than New York," contends Mr.
Robinson. "We're not cutting
prices because there is interest

among underwriters to prove Ber-
muda is for real.”

Disparaging remarks about the
security behind Bermuda com-
panies are countered with a litany
of the names of the parent com-
panies behind the insurers, includ-
ing the major oil companies.

And despite the first signs of un-
derwriting losses at some of the
major underwriters, none of them
appears to be ready to call the par-
ent for more capital.

Charges that Bermuda insurers
don't provide market continuity
can't be validated or disputed yet
by the track record of such a young
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With today's paper profusion, vital data is often relegated to the storeroom.

To make risk management more like
other business functions, Alexander &
Alexander developed a unique insurance
broker service-ARIS (Alexander Risk
Information Service). ARIS viewed loss
records through the eyes of those trying to
cope with them. We learned that vital facts
lay buried in the mass of records. That loss
data is meaningless unless it can be manip-
ulated and made manageable. And that
from frustration come possibilities, then

concepts and, finally, new systems to turn
mass data into effectual risk information.

Integrated, computerized
data on demand

Only by working from a client's point of
view can we be sure a company gets the
most comprehensive, cost-efficient pro-
grams possible.

This insider's vantage point enabled
ARIS to link, through sophisticated com-

puter techniques, two formerly incompat-
ible systems: the output of aclient's internal
risk data, and the output of loss records
from various sources. Result: a synergistic
boost in forecasting, budgeting and fund-
ing-a coordinated client/broker system
available today only through A&A.

Each industry has different needs. For
insurance, for risk management, for human
resource management, for financial serv-
ices. And each of our 120 offices here and
overseas has the facilities, expertise and
strength to fulfill the requirements of any
company, large or small, in any industry.

We think a big reason A&A has become
one of the largest and most trusted insur-
ance brokers worldwide is that we work
the same way with every client. From the
client's point of view.

Alexander
SAiexander

From the clientt point of view.
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FACILITIES AVAILABLE
TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.

100 PARK AVENUE, NEW YORK, N.Y. 10017 - 212-953-0580
General Managers
NEW YORK MARINE AND GENERAL JNSURANCE COMPANY

Marine Managers

LUMBER MUTUAL INSURANCE COMPANY
MERCHANTS MUTUAL INSURANCE COMPANY
MUTUAL FIRE, MARINE & INLAND INS. COMPANY
MERCHANTS INS. CO. OF NEW HAMPSHIRE, INC.

ARKWRIGHT-BOSTON INSURANCE COMPANY

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL
INS. COMPANY.

EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL INSURANCE COMPANY

PENNSYLVANIA NATIONAL MUTUAL CASUALTY INS. CO.

UNION MUTUAL INS. CO. OF PROVIDENCE
UTICA MUTUAL INSURANCE COMPANY

A World of Experience

Berrmnuda tactics

just can't impress
London brokers

By STACY SHAPIRO

LONDON-UNderwriters and
brokers here say they avoid doing
business on the sunny island of
Bermuda to avoid getting burned.

Few Bermuda-based captive in-
surers exhibit the professionalism,
security and continuity London
wants in reinsurers, Lloyd's
sources charge.

Only the "untouchable"” risks go
to Bermuda.

"They're reinsuring substandard
people on substandard business,"

Whether your requirements are local, national or international in
scope, there is one element that can improve any program - focussing
the maximum amount of experience and expertise on a particular

risk management situation.

The Reed Stenhouse approach is unique. A cohesive team which
draws on a depth of talent worldwide is available to solve any risk
problem without regard to geographic or organizational boundaries.

Our professionals in more than 170 offices in 33 countries are ready

to serve you.

REED STEN HOUSE

The International Insurance and Reinsurance Bioking and Risk Management Organization

Australia, Belgium, Bermuda, Botswana, Brunei, Canada, Fiji France, Greece, Hong Kong, Lebanon, Malawi,
Malaysia, Mexico, New Zealand, Papua New Guinea, Philippines, Republic of Ireland, Saudi Arabia, Singapore,
South Africa, Spain, Swaziland, Sweden, Switzerland, Taiwan, Thailand, United Arab Emirates, United Kingdom,

United States, Zimbabwe, Zululand.

said one Lloyd's underwriter. "It's

, where a lot of cheap and bad busi-

ness is being dumped. It's the mar-
ket of last resort.”

When talking down Bermuda,
London sources do not include
their own subsidiaries there or sub-
sidiaries of established reinsurers.
And they always pay respect to
Insco, the Gulf Oil insurance sub-
sidiary run by former Lloyd's dep-
uty chairman Leslie Dew.

They also acknowledge there are
a few companies run by other in-
surance professionals.

In interviews they agreed to only
if they wouldn't be quoted by
name, the London sources charged
most Bermuda-based captives
breaking into the insurance busi-
ness will insure anything offered.

"The Bermuda market has

been attracting long-tail business
simply because of investment in-
come. There have been, and proba-
bly still are, Bermuda markets that
are lapping up long-tail business
that is totally unplaceable,” said a
Lloyd's broker.

Another broker said he takes to
Bermuda risks no one else will
reinsure, such as business from de-
veloping countries, motor treaties
from South American and business
from unestablished industry.

Reflecting concern about secu-
rity behind Bermuda companies,
one broker said, "If a client wanted
his business in Bermuda where it is
tax-free, I'd place it. But I'd have a
letter (from the client) to fall back
on in case there was a claims dis-
pute."

Lloyd's sources peg their distrust
of most of the Bermuda market on
their perception that business in
Bermuda isn't conducted "profes-
sionally."

Ul would not consider them a
professional market. They're not
professional insurance people,”
said a Lloyd's broker.

The widespread impression of
the Bermuda insurance company
employee is of a clerk who just
types and files and knows nothing
about insurance, reinsurance or
how to pay claims.

"They find it difficult to import

experienced underwriters,”
one broker.

said

Some sources claim from per-
sonal experience in the Bermuda
market that Bermuda-based insur-
ers are unreliable in paying their
claims.

Lloyd's sources criticize Ber-
muda companies as investment-,
not underwriting-oriented business
people, and say they are erratic in
granting renewals.

"There are certain captive com-
panies owned outside our business
where the owner may have no
long-term commitment to our busi-
ness. They will withdraw because
they have been burnt or because
they need income elsewhere," said
one broker.

Lloyd's sources also stress they
depend upon the personal contact
with their business associates,
which they can't easily make with

Berrnuda because of distance.

"There's no longer that extra
pressure on your integrity to face
someone personally,” said one un-
derwriter.

Most Lloyd's brokers and un-
derwriters prefer to walk over to
Lime Street to the floor of Lloyd's
or to call or telex their reinsurers
in Europe with whom they have
traditionally done business, they

= == N - -



resources and capacity to stand
between you and the kind of dis-
aster that could put you under.

New York Branch: 100 William Street, New York, N.Y 10038

(212) 269-1460 Telex: 127-000

Los Angeles Branch: 3435 Wilshire Blvd.. Los Angeles. Ca.

90010 (213) 380-3045 Telex: 18- 1352

San Francisco Branch: 44 Montgomery Street. San

Francisco. Ca. 94104 (415) 433-3160 Telex: 34233

HI*

MidAtlantic: AM-RE
BROKERS, INC. of Pa.,
Independence Square, 510
Walnut Street. Philadelphia.
Pa. 19106 (215) 2749701
Telex: 834697

Southeast: AM-RE
BROKERS, INC. 3565 Piel-
mont Road, N.E. 3 Piedmont
Center, Suite 400, Atlanta,

Georgia 30305 (404) 261-1266
Telex: 549582

Rockies: AM-RE BROKERS.

INC.. Cherry Creek Plaza 11,
650 South Cherry St. Suite
1145, Denver, Co. 80222

(303) 3214411 Telex: 45.0183

Nnearest you.

AMERICAN EXCESS

INSURANCE COMPANY

1 Liberty Plaza, New York, N.Y. 1000S '

(212) 766-6700 Telex: 12-8169

Midwest: AM.RE BROKERS.

INS. of lll.. 200 Soutti Wacker
Dr:ve, Chicago, illinois 60606
(312) 558-3636 Telex: 20-6369

to your excess casualty insur-
ance needs, contact the office

mm

Southwest: AM-RE
MANAGERS of TEXAS, Inc..
2001 Bryan Tower Dallas,
Texas 75201 (2 4)661-7600
Telex: 79-1670
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Cayman

Bidding for captive market

By KATHRYN J. McINTYRE

GRAND CAYMAN, B.W.I.-
Government, business and climate
beckin the firm in search of an
offshore nome to anchor a captive
insurance company.

A risk manager who answers the
call by boarding a quick flight
from Houston or Miami will find
on arrival in Grand Cayman:

- An .nsurance market of about
200 companies, mostly subsidiaries
of U.S. corporations, usually writ-
ing $200)00 to $5 million in premi-

ums.

Photo: Kathryn J. Mcintyre
Cayman Islands insurance superintendent John Darwood has broad
power of discretion in regulaling captive inaurance companies.

< An insurance regulator who
will consider the business plan of
each insurance company, based on
its own merits, before issuing or
refusing a license.

= A growing list of captive man-
agers who ar€ keenly aware of
competitively pricing their services
against Bermuda prices.

= A bustling banking community

a captive could move into with its
own bank.

- Lawyers and

accountants,
eager to serve, who also competiti-
vely price their services against

Bermuda.

JAMES IS HERE

PARTNERS IN RISK MANAGEMENT

FOR THE WORLD OF BUSINESS

From oil drilling to commer-
cial fishing... from lumbering to
heavy construction... wherever
there are property and casualty
risks to be rranaged, James
is there.

produces such a large premium
volume, we have substantial
negotiating 'everage with the
strongest ccmmmercial in.surance

companies.
In the area of executive and

no obligation.

new 20-page
We are one of the largest full- employee benefit and i icentive
service insurance brokerage firms compensation, James can assist
in the U.S., full¥ qualified to serve you in organizing, funding and
you in virtually every area of
insurance and risk-management provide all of the essential ser-
services on an international scale. vices to help it operate cost-
James works for you as con- effectively.
scientiously as a business partner. Perhaps it would be more
Your personal James account profitable for you to se,f-insure
executive studies your business your property and casualty risks
thoroughly in order to design a and employee-benefit plans.
program perfectly suited to your James administers more self-

needs. And, because Jagss
4" '

to: William E.

insurance programs thai any
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other broker in the world, and will
gladly arrange a study for you at

Meanwhile, best initial intro-
duction to Fred. S. James is our

brochure, which

describes our complete insurance
brokerage services. Please write

Burch, President,

administering your plar. and can Fred. S. James & Co., 230 West
Monroe Street, Chicago, IL60606.

James

FRED. S.
YOUR PARTNERS
IN RISK MANAGEMENT

Member National Association of Insuraice Brokers

JAMES & CO., INC.
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- A stable government and a
friendly nation of 17,000.

= A vacation paradise year-
round.

But there are two services woe-
fully missing in Cayman:

= An active commercial insur-
ance market to provide broad in-
surance expertise and access to
third-party risks to diversify the
captive's portfolio.

= Business accommodations such
as hotel rooms and golf courses.

"If you want to get into the in-
suranee market proper, there is no
sense in coming to Cayman,”
admits one of the largest captive
managers on the island.

"We need more accommoda-
tions," allows another captive man-
ager, sympathetic to the complaints
about the short supply of hotel
rooms and the high cost of condo-
minium rentals during winter.

Cayman is best suited to the
Southwest-based firm that wants to
create a pure captive, underwriting
only related-company risks, and
that can rely on insurance exper-
tise available in the U.S. Associa-
tion captives just getting started
which are very small may find
more regulatory flexibility and
lower costs than in Bermuda.

"If our growth goes on, it will be

'We've been known

to turn something
around in

two weeks.’'

companies not looking to become
number ones," says insurance su-
perintendent John Darwood.

The captive insurance business
here is built on these modest com-
panies and the captives tossed
ashore by the regulatory tide that
swept companies out of Bermuda
in the mid-1970s. Cayman boasts it
is the harbor for Harvard Univer-
sity's medical malpractice captive,
whose organizers were offended by
the probing questions of Bermuda
regulators.

This Crown Colony also is the
home of International Risk Man-
agement's super captive, United.

Cayman now also boasts of toss-
ing out any riffraff without over-
regulating legitimate insurance

companies operating under its new
insurance law.

One law firm which acts as a re-
gistered office lost 30 of its 60 re-
gistered companies that had insur-
ance in their names after the law
requiring the registration of insur-
ance companies came into effect
this year.

"l don't think many of them
were in insurance; they were in-
vestment operations,"” speculated
one partner.

"I'm confident the ones we have
left are on the up-and-up.”

Some observers in London, for
still

are

example, skeptical.
"There's dirty money in Cayman,"
sniffed one London underwriter.

Companies that left Cayman are
said to have headed for the Turks
and Caicos Islands, which don't
have an insurance law.

The emphasis of the Cayman
law, enforced by a British expatri-
ate who likes to meet with new
captive owners to find out who
they are and what they intend to
do, is on legitimate.

Continued on page 30
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And if you allow them to sink and be-
come permanently unemployed, you are faced
with no alternative other than spending
thousands and thousands of dollars supporting
theirdigability. (The National Safety Council
estimates each lost work day injury costs
employers $10,000 to $14,000.)

The best way you can save dollars spent
on work related injudes is to have a good
safety promotion program which results in
accident prevention. But if an accident does
occur and a worker is injured, the best cost
control measures are prompt quality medical
services, then a return to work as soon as the
injured employee iscapable. Ourrehabilita-
tion services are designed to put your worker

back on the job as soon as possible.
Crawford Rehabilitation Services has

For complete details, please write:

Crawford Rehabilitation Services, Inc.
RO. Box 5047

Atlanta Georgia 30302

offices nationwide. We can save you claim
dollars through our medical management and
vocational rehabilitation services. Our
program involves treating the whole person-
mentally as well as physically. Through such
a program we can determine what workers
can do, despite an injury, and then try to

find ways to return them to work.

Many, many valuable employees have
been returned to healthy, productive lives in
the job market through our services. This is
not only good for the worker, it saves you
money as well.

Before you let an injured worker sink
without a trace into permanent unemploy-
ment, askus aboutthe feasibility of develop-
ing a rehabilitation plan and putting your
employee back to work.



Ju / oustness znsuTance, April O, Wol

gjpotlight_Tineport
WORKER'S COMPENSATION OR MARINE INSURANCE TOO HIGH?

If so, call us

We offer a pre-employment screening service

containing previous industrial accident histories
- in one telephone transaction

- in Mmulti-states

permits efficient placement of personnel

EMPLOYERS' INFORMATION SERVICE, INC.

P. 0. Box 1457, Gretna, LA 70053 1-504-393-2020

Our new name
isn't all thatt new.

Royal
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It all began with our new name-Royal

Insurance. And then quickly grew into a
lot more that's new.

Now Royal offers multinational firms
the advantage of one insurance program
from one organization that has over 21,000
employees in more than 500 offices around
the globe. If you need superior on-the-spot
service in any of80 countries worldwide,
why not put Royal's 150 years of inter-
national experience to work for you?

Ifyou require top-drawer services with-

thern.

out insurance, we've got more news.

Through our new Royal Insurance Service at Royal.

Captive requests
flow to Cayman

Continued from page 28

Mr. Darwood, formerly in
charge of Mentor Insurance Co.'s
British operation, arrived in Cay-
man in April 1980 to administer the
insurance law passed in 1979. He
now is plowing through hundreds
of license applications with the
wide powers to refuse a company a
license without even saying why.

So far he has granted permanent
licenses to about 10 underwriting
managers and 50 insurance com-
panies. He hasn't yet turned down
an applicant for an insurance com-
pany license, but admits to refusing
one person an underwriting man-
ager's license. He won't confirm it,
but sources in Cayman say it was

Company (called RISC and pronounced
"risk") we can offer you risk analysis, loss
control, claims administration and data
processing services that are completely un-
bundled and tailored just the way you want

It's all new, all for you, and all part of our
newly broadened service commitment
to our insureds. Royal underwriting,
marketing, claim and engineering repre-
sentatives are located across the country

and "round the world," ready to prove
that our new name isn't all that's new

Q@OA XA\ ~~

Nobody insures it like... Royal--lnsurance
- 150 William Street, New York, NY. 10038

Dave DeMarco, the former presi-
dent of the now defunct Cayman
Underwriters Services Ltd., who
was refused a license (See related
story, page 42). Mr. DeMarco could

not be located for comment.

Besides the 50 insurance com-
panies granted permanent licenses
under the insurance law, another
140 are operating under temporary
licenses that expire in June. The
temporary licenses were granted
on as little as a letter requesting
them and as much as a nearly com-
pelete license application.

There are new applications
pouring in. Since the first of the
year, over 20 new ones have been
made.

Many of the captive managers in
Cayman suggest the early rush this
year only compensates for the
slowdown they saw late last year
as people waited to form com-
panies until they saw the effect of
the new law.

Among the new applicants are
captive managers, called under-
writing managers under the Cay-
man insurance law, including
Johnson & Higgins (Cayman), the
first major U.S. broker to set up its
own office in Cayman. The J&H
office is being managed by David
Campbell, a British chartered ac-
countant who left Cayman Un-
derwriters Services after helping
Charter Oil wind down the com-
pany.

The other new license applica-
tions are mostly for unrestricted B
licenses, which are granted com-
panies that immediately or at some
point in the future want to write
non-Caymanian risks unrelated to
the company owners. The law re-
quires these companies show a
minimum net worth of $120,000 to
underwrite property/casualty in-
surance, but Mr. Darwood can re-
quire more.

Restricted B licenses are issued
to captives that state they will
write only related company risks.
The law doesn't set a minimum ca-
pitalization, but again, Mr. Dar-
wood can.

Less than 15% of the insurers are
underwriting unrelated risks, Mr.
Darwood says, which pleases him.
"I'm glad they aren't rushing in,"
he said, "and those that are into
outside business are getting it from
one or two sources. They are not
openly soliciting it from agents or
brokers.”

There is not yet a reinsurance
broker in Cayman from whom to
solicit business, however.

Most of the Cayman registered
captives underwrite workers com-
pensation and general liability
risks, Mr. Darwood said. Associa-
tion captives, many of which un-
derwrite medical malpractice risks,
and private ventures into the in-
surance business round out the
market.

Except for United, with an esti-
mated annual premium volume of
about $200 million, the companies
generally generate about $200,000
to $5 million in annual premiums.

"Every now and then we see a
company with $3 million to $5 mil-
lion in premium volume, but for
each of those we have four or five
that are substantially less than $1
million,” Mr. Darwood said.

About 75% of the Cayman regis-
tered insurers are subsidiaries of
corporations, he says. The other
25% are pretty evenly split be-
tween association captives and pri-
vate ventures into the insurance
business. These private ventures
are by insurance agents or friends
of agents underwriting low-risk
property exposures or taking small

Continued on page 32



How not to be captive
to your captive.

A captive program is not
for everyone. But for those
seriously thinking about
one, an important con-
sideration is how to operate
it in a way that doesn't
place you in a bind but
allows you to achieve your
objectives.

Captives can often tie up
management time, money,
and talent without pro-
viding the benefits ex-
pected. However, there is a
way to avoid being captive
to your captive.

AFIA has been involved

with captives since they
first began to attract the
attention of the market-
place. And probably are
working with more over-
seas captives than anyone
else. Our role is to
eliminate the stumbling
blocks that tie-up time,

money and management.
And because we have been

foreign insurance special-
ists for over 60 years, we
can bring the knowledge
and experience to your
captive no one else can.

Operating in more than
80 countries, AFIA can
provide admitted local
policies with competitive
rates and conditions, and
AFIA reinsurance can
simplify such matters as
cut-through clauses, rein-
surance recoveries, and

corporate guarantees.

AFIA provides the full
insurance services needed
allowing the parent com-
pany to obtain the benefits
of a captive without being
tied up by it. It's why we
say, there's a place for
every type of insurance
situation in AFIA's world,
and one reason why most
of the giant U. S. com-

panies operating abroad
insure with AFIA.

ABIA. Ame,lca Inte,national
Insurance Specialist.

AFIA

WORLDWIDE INSURANCE World Headquarters: Wayne, N.J. / US. offices: New YorkeBoston+Chicago*Cleveland « Dallas

Houston<Los Angeles*Miamis Minneapoliss San Francisco * SeattlesWash., D.C.



32 / business insurance, April 6, 1981

©Rotlight *e»rt

Photo: Kathryn J. Mcintyre
lan Kilpatrick is signing up new
captives for Grand Cayman.

Cayman beckons to captives

Continued frcm page 30
lines on reins.irance treaties.

Mr. Darwcod declined to even
guess at the premium volume
flowing to the island until he can
release an acurate figure in June
1982, when all companies are li-
censed and reporting their finan-
cial star. dings. Based on interviews
with the largest captive managers
on the island, Business Insurance
estimates the annual premium vol-
ume flowing to Cayman at $350
million to $4CO millicn.

"There could be some surprises
out there," Mr. Darwood warns,
referring to the ccmpanies that
have not completed license appli-
cations.

The large volume of workers
compensation risks in Cayman
companies suits Mr. Darwood be-

cause the captives need a fronting
insurer.n the U.S. to underwrite
workers compensation. The ap-
proval of a fronting company lay-
ing its surplus on the line to a cap-
tive reinsurer makes Mr. Dar-

wood's job of judging solvency a lot

easier.

With almost 200 companies to
review, Mr. Darwood can use all
the help he can get. He is, how-
ever, planning to hire an assistant
to help him review the under-
wrizing and financial information
he intends to request of companies
under his broad authority.

The insurance superintendent
also can rely on the captive insur-
ar.ce company managers to help
him police the companies. They
are obliged to report to him any

nual

activity that they suspect violates
the insurance act.

Mr. Darwood sometimes finds
himself puzzling over license ap-
plications. "People do construct
some of their deals to take advan-
tage of the favorable tax treatment,
but they are just putting off the
awful day," he says. "There are
things we are not used to seeing,
but there is a sufficient sprinkling
of regular insurance deals to be en-
couraged.”

Some captive insurance com-
pany experts question how effec-
tive Mr. Darwood will be at spot-
ting financially questionable pro-
posals. His track record as manager
of Mentor U.K. was one of under-
writing losses, they point out.
Others defend Mr. Darwood as a

knowledgeable insurance profes-

For more information
mail coupon to
Dictaphone Corp
120 Old Post Road
Rye New York 10580

or caii 1 800 431 1052
(Except Hawaii and Alaska)

In New York calll 914 967 6067

name

title

comoany
adcress
C|ty State 7'p
telephone
814 6-8
ulctaphone

A Pitney Bowes Company

Oictaphone and Dual Display are trademarks
of Dictaphone Corporation.

sional who will weed out or help
revamp shaky propositions.

Mr. Darwood needs about a
month to process a license applica-
tion for an insurance com-
pany.

"We have been known to turn
something around in about two
weeks, but that's not normal.”

The annual insurance company
license fee in Cayman is $3,600.

In reviewing an application for
an insurance company license, Mr.
Darwood says he applies normal
insurance industry standards to de-
termine if the venture is feasible.
However, he is not as strict in ap-
plying premium to surplus ratios in
a pure captive, for example, as he
is in applying them to a company
that intends to underwrite risks of
unrelated companies.

Mr. Darwood appears to be using
his wide powers of authority to re-
quire financial information and
business plans in approving and
refusing licenses to the satisfaction
of the captive managers on the is-
land. They are still honeymooning
with the new regulator.

Their chief complaint is not
against him but rather the law that
dubbs a captive manager an under-
writing manager and only defines
the person as someone who deliv-
ers "underwiting and insurance
expertise."

Roger Corbin, a Caymanian citi-
zen who parlayed his local bro-
kerage business into managing
captives, contended he shouldn't
register as a captive manager be-
cause he doesn't provide under-
writing expertise.

He defers to U.S. underwriting
experts, he says. But, having com-
plained, he says he will register.

Bankamerica Trust & Banking
Corp. (Cayman) Ltd., which ser-
vices about 40 captives, hasn't re-
gistered under the law for the

"We provide accounting, invest-
ment management, banking and
safekeeping," says senior trust offi-
cer Graham K.R. Stapeley.

Mr. Darwood admits that the
definition of captive manager may
need to be amended in the future.
In the meantime, he says, he will
require any company providing
services essential to the operation
of a captive to register.

The Bank of Nova Scotia Trust
Co. (Cayman) Ltd., the largest cap-
tive manager on the island, has re-
gistered under the law.

It has also created a special nine-
person division to serve 66 clients’
management needs under the di-
rection of Anthony B. Stelling, a

15-year veteran of the U.K. insur-
ance market.

"The creation of the division re-
flects the stupendous growth here,"”
says Mr. Stelling.

"We'll play devil's advocate to
insurance programs brought down
here," Mr. Stelling says. He will
also tap his connections in the
London insurance market to place
reinsurance for clients, a service he
admits is complicated by the new
links between U.S. and London
brokers. He has to choose the ap-
propriate linked-or unlinked-
London broker that will serve his
clients' needs best.

Controlled Risks, the Harvard
medical malpractice captive, is
among the bank's 53 active insur-
ance company clients and the one
that attracted the bank to the cap-
tive management business in its
Cayman base.

Many U.S. brokers, including
Johnson & Higgins and Rollins
Burdick Hunter, established man-
agement relationships with Nova
Scotia because their clients using
Cayman captives were too few to

Continued on page 34
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Captive services
grow in Cayman

Cont:nued from page 32 streamline work )
nce on the island Although J&H Mr Stelling s minimum fee is
will use its own office no to ser- half of what other captive manag-
vice J&H clients forming new ers on the island quote as their
Cayman-based captives, its former minimum fee for managing a sim-
clients, including the Harvard cap- ple captlve
tive, will remain with Nova Sec)tia The services delivered for the
A captive can negotiate a man- low fee of $10,000 15 for minimal
agement fee for as little as $5,000 accounting and financial services
with the bank But the bank won't at management firms with small
service compames that directly staffs to support, not for complete
issue many insurance poli- access to all the international cap-
cies "Most of our clients are looked tive management and related ser-
after by a broker or consultant in vices provided by J&H or Trans-
the U S," Mr Stelling says national and its affiliate, American
The bank doesn't have the staff Risk Management
to accommodate a lot of paper- Transnational, the Fred Reiss
work, despite the recent installa- company formed to participate m
tion of an IBM 34 computer to and manage the supercaptive
United, will soon restrict its opera-
tions to United
The captive management facili-
ties of the company will be pro-
vided under the name Compass, al-

though all the same people and
services of the office will be used

So far Transnational/Compass is
believed to manage only about a
half-dozen captives in Cayman, but
they are said to be the larger cap-
tives requiring the most work And
the firm IS obviously gearing up to
take on a lot more business in new
headquarters being built by an-
other Reiss-related company

The spacious quarters, to be
ready in September, W111 include
enough office space for Transna-
tional/Compass, more to rent until

a needed by the companies, and an
upstairs apartment for Mr Reiss
The latter accommodation and the
size of the new building is breeding
speculation in Cayman that Mr
Reiss may move the base of his In-
ternational Risk Management op-
erations to Cayman from Bermuda

Compass is most interested m
managing larger captives, con-
firmed general manager Don
Westmoreland An annual pre-
mium volume of at least $1 million
is considered necessary at Compass
to make a captive worthwhile

Besides the services of the inter-
national network of Reiss-related

"t companies offering a client, the

<JJ " general manager of Transnational
is respected on the island as one of
the most experienced insurance
experts in Cayman

Mr. Westmoreland, a 27-year
veteran of Commerical Union in
London, also plucked an un-
2 1% derwriter from CU for the 16-per-
son staff
Even this experience, however,
is now restricted to clients of Reiss-
- related companies and isn't yet
benefiting the island with creating
an accessible market or helping
another market develop
"I'd like to see market develop-
ment " Mr Westmoreland says
"We don't have the facility now,
but this is a very good place for
one "
Third-party reinsurance facili-
tleS In Cayman are getting off to a
slow start Cayman Islands Rein-
surance Corp Ltd was been forced
to lower its capitalization sites to $6
million from $12 million because
investors moved slowly And It has
& added new officers from the initial
offering
TASCO, a reinsurance pool
formed by captives formerly in the
now defunct CORAL was Just re-
cently licensed
TASCO is managed by Carri-
bean Risk Specialist Ltd, a captive
management firm formed in June
1980 by Houston-based Anderson,
Greenwood & Co after news of, in-
ternal management problems at
Cayman Underwriters Services be-
came public
Continued on page 38



Free your captive ,

Free from surprises.

Free from the nagging uncertainty

of catastrophe losses and fluctuating
reinsurance costs that make cash

flow management difficult.
General Re underwriters

. ¥ i-n answer your.gyestions about
[2:» 3\ coverage aval Lb|ﬁEy, rates

g capacity and reserving
techniques and offer the added

benefit of our expert analysis of
large loss potential.

Ask us about some of our
innovative approaches such as
PAPPY,TM retroactive/claims made
cover, varied deductible plans, and
our Matrix Management,M plan.

We can help captive risk
managers and their brokers set
up flexible, direct reinsurance
prog rams designed to provide

broad coverage, predictable

expenses, and long term stability.

Feel free to call General Re today.
We want to be your reinsurer. /44

General Re

America's Largest Reinsurer

General Reinsurance Corporation, Greenwich, Connecticut

Atlanta, Chicago, Columbus, Dallas, Des Moines, Hq\qrord Hoqsotpondtgaﬂgra]goq%nL(joaaﬁ]\ggteolgsB@grqudgrk, Philadelphia, Washington, San Francisco, Seattle,

ontreal,



Decade after decade
the cost of America’s

When catastrophic loss strikes, North American Re has -hat financial strength. Together with our parent company Swiss Re,
you need to know that your we've bean helping pay the cost cf major catastrophic losses since the beginning of this century.

In that time, we've built one of the strongest, most professional reinsurance companies in
the world. We have the tectnical 2xpertise to handle al/l your reinsurance needs.

At North American Re, our Treaty department has client relationships that stretch back for
decades Our Facultative department is staffed with solid, experienced underwriters.

reinsurer has the financial
strength to weather the storm.
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And our support services, including Claims, Actuarial, Financial and Risk Engineering, NORTH AMEECAN
make us a complete reinsurance resource.

We run our business in a careful and prudent way, designed to ensure proper reserves when
loss events occur, yet remain fully competitive with other responsible reinsurers.
For nearly 100 years, that philosophy has protected you. And us.

NORTH AMERICAN REINSURANCE CORPORATION 245 PARK AVENUE NEW YORK, NEW YORK 10167 TELEPHONE 212-949-6000
ATLANTA, BOSTON, CHICAGO, DALLAS, DENVER, HOUSTON, LOS ANGELES, NEW YORK, PHILADELPHIA, SAN FRANCISCO, SEATTLE
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Captive managers expand in Cayman

Continued from page 34

The office managers, Caymanians
Turney Rankine and Kathleen
Bodden, left CUS to join the new
company at the request of Ander-
son, Greenwood.

Now Caribbean Risk Specialists
manages nine companies with ex-
pected annual premium volumes
totaling $7 million, including
TASCO and two Anderson, Green-
wood captives. More prospevtive
clients, one with an annual pro-
jected premium volume of $7 mil-

lion, are in the wings, too.

"We could handle 12 to. 15 good
sized companies," says Ms. Bodden
with an aggressive gleam in her
eye.

Another aggressive captive man-
ager in Cayman is lan Kilpatrick, a
former Transnational employee
who has formed Insurance Man-
agement Consultants Ltd. The
company expects to add a seventh
client this summer, bringing the
total premium volume of managed
companies to about $7 million.

Four of the companies are pri-
vately owned ventures into the re-
insurance business, requiring little
management effort. But Mr. Kilpa-
trick is marketing his services to
bring in more clients like the cap-
tive on the drawing toards for 22
Michigan nursing homes.

Delayed from starting on its
target date of April 1 because of a
tax issue, the new captive is now
planned for activation July 1. It
will underwrite workers compen-

O1«1 A
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sation risks on $16.5 million of pay-
roll for $2 million in annual pre-
mium. The captive will retain the
first $25,000 of every loss. The
upper layers will be reinsured with
Bermuda and U.S. reinsurers.
Another prospect is a captive to
write general liability insurance
for the Michigan Assn. of Counties.
Even though this captive is still in
"very formative stages," Mr. Kil-
patrick is looking for a September
start. So far, Insurance Manage-
ment Consultants Inc. has the go-

Our world is that of the expanding worldwide insurance marketplace, in broker-
age, excess and surplus lines, standard general agency operations, adjusting and
inspection services. An exciting new adjunct to our world is the preparation of
captive insurance analyses for clients, on-going management of offshore insur-
ance companies, self-insured worker's compensation administration, domestic
insurance company formation and management. Landmark's world is an expand-
ing one-providing new and better services- to meet your needs.

MAY WE TELL YOU MORE
ABO UT OUR WORLD?

THE LANDMARK INSURANCE GROUP, INC.

1515 Classen Boulevard, Oklahoma City OK 73106

Offices in Dallas, Scottsdale, Wichita, Bermuda, Bahamas and the Cayman Islands

Telephone 405-521-9911

Telex 74-7191

MADAMARK GROUP

THE WORLD OF THE

ahead for a feasibility study for the
association.

All the captive managers pro-
mote the island's extensive bank-
ing community. With more than
300 banks and trust companies
here, the competition for clients is
vigorous.

Letters of credit, for example,
sell for as little as one-eighth of 1%
of value, according to one local
banker.

Only a few of the captive manag-
ers, however, are marketing a
unique feature of the Cayman
banking community: it offers cap-
tives the opportunity to join it.

Cayman's banking law allows
the formation of a private bank. A
captive accumulating surplus,
whose parent did not want to ex-
pand into the insurance busi-

Continued on page 40

Super captive

insures pool
of U. S. risks

GRAND CAYMAN, B.W.lI.-
United Insurance Co. is the star of
the captive insurance company in-
dustry here.

The super captive, owned by 28
companies and writing an esti-
mated $200 million in annual pre-
miums for mostly casualty risks, is
Cayman-based and managed by
Transnational, one of its owners
and an affiliate of International
Risk Management.

About half of United's annual
premium volume is generated by a
risk-sharing pool for owner-cap-
tives. The pool allows them to
trade low layer risks to diversify
their portfolios and to stabilize
their annual results with larger
spreading of risks.

United's subsidiary, Universal
Insurance Co. of Ireland Ltd., pro-
vides United with risks to under-
write that are unrelated to the
owners. The business is ceded to
Universal by major reinsurers
around the world who reinsure the
risks of United owners. This is rec-
iprocity: the practice of providing
captive insurance companies with
good risks to diversify their portfo-
lios in return for the privilege of
reinsuring their captives.

A number of other pools are
maintained.

The 1980 accounts of United are
due this month, making 1979 the
latest accounts available.

The 1979 published statements
show United wrote $97 million in
gross premiums and $10.7 million
in net premiums. Its net under-
writing profit of $355,916 was in-
creased to a net income for the
year of $2.2 million by $1.8 million
in investment income.

Its retained earnings at year end
1979 were $6 million.

The owners of United, which is
now a closed pool, are the captive
insurance companies of: Rockwell
International Corp.; Genstar Ltd.;
Petrofina, S.A.; Sundstrand Corp_;
I.C. Insurance Holdings Ltd.; Glen-
more Distilleries; General Mills
Inc.; Archer Daniels Midland Co.;
Weyerhaeuser Co.; Inco Ltd.; Cas-
tle & Cook Inc.; Rexnord Inc.;
Sperry Corp.; Owens lllinois Inc.;
Mead Reinsurance Corp.; TRW
Inc.; International Harvester Ac-
ceptance Corp. Ltd.; Thomas J.
Lipton Inc.; American Cyanamid
Co.; CPC International Inc.; Fire-
stone Tire & Rubber Co.; Rohr In-
dustries Inc.; Brunswick Corp.;
Eaton Corp.; Celanese Corp.; Dia-
mond Financial Holdings; Cargill
Inc, and the Reiss-affiliated insurer

Tramsrmnatiormnal. rm



m ERR IS HUIVIAN,70 FORGIVE EXPENSIVE. with repair

costs skyrocketing, American business can ill afford to forgive
and forget the staggering cost of human error in the work-
place. In boiler and machinery and fire losses, human error

is the attributed cause of 72%™ of the dollar loss. It's a situation

- industry should not tolerate and, fortunately;
does mnot have to.

b- | As one of North America's largest industrial
Insurance companies, Arkwright-Boston is
trying to help clients curb losses through a
comprehensive program called «The Eyes of
Awareness." The most obvious signs of the

OFacloy MitwelSysten®1" srogram are these brilliant green insignias,
placed as warnings wherever hazards may
exist. The less obvious, but even more ARKWRIGHT-

valuable signs are new attitudes in the work- BOSTON

place: respect for danger, acceptance of INSURANCE
safer procedures and an overall conscien- Al Wity
tiousness developed by this unusual loss A dam
prevention program. AMOST UNUSUAL

|| Arkwright-Boston. A most unusual e

i n S u ra n Ce CO m pa ny *Factory Mutual experience
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CRAVENS, DARGAN & COMPANY

PC 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 SEATTLE
Peoples Nat'l Bank Bldg., Suite 810
(206) 223-1800
SPOKANE
Washington Trust Building, Suite 1020
W. 717 Sprague Street
(509) 838-4450
PORTLAND
200 Market Building, Suite 750
(503) 295-2537

BRANCH OFFICES
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555 California Street, Suite 2940
(415) 622-7600
LOS ANGELES
3580 Wilshire Blvd., 14th Fir.
(213) 380-5650

NEW YORK
90 William Street
(212) 344-5912
ATLANTA
211 Perimeter Center Parkway, Suite 550
(404) 393-0640
CHICAGO

Sears Tower, Suite 1300
101 N. Wacker Dr.

(312) 853-3110
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(808) 521-5031

®ivailova 1 O-

Rx DRUG PLAN

A 351 faia

»\*66* *4 75-d'6C f

I
[JOPU1 ¢ 10'*494 * <, "40' 4

101/043&42 .ACC11/

_Zr=,_ —_— -

I. ». /qQ":-.&:PA/*.*r:P.4,44"-: .,

Number one administrator for

prescription drug claims.

Cayman captive hunt

Continued from page 38
ness, could form a private bank as
a subsidiary of the captive.

Mr. Stelling at Nova Scotia Trust
is enamored of the private bank
opportunity. "You need $250,000 to
capitalize a private bank. You
could do your banking with it;
other subsidiaries could do banking
with it. And you could place your
CDs with it," he suggests.

"You could operate a private

bank as a sister company," agrees
Mr. Westmoreland of Transna-

tional. "The flow of funds could be
straight out of the insurer and then
you would have them for commer-
cial lending."

No insurer would put all its
money with its sister bank, how-
ever, he stressed.

"The idea is super, but practi-
cally, it's difficult,"” said Timothy

Hundreds of the World's largest
organizations, public and private,
provide the PCS Card for 3.5 million
covered individuals. Why? Because
PCS has developed an outstanding
system for administering prescrip-
tion drug plans... including the
people, the computer system, and
the total resources to make it work.

Today, as a Foremost-McKesson
company, you'll find PCS every-
where... administering plans for

major insurance companies, Health
& Welfare Funds, and employers of
all kinds and sizes.

PCS is the number one adminis-
trator of prescription drug benefit
programs; and, has been for more
than a decade. There are several
reasons. One is the growing net-
work of 35,000+ member pharma-
cies in the U.S., Canada, Puerto
Rico and the Virgin Islands. And, in
spite of the literallymillions of claims

The Number One Centralized Administrator

for Prescription Drug Claims Everywhere

constantly flowing from these phar-
macies, PCS has never missed a
paymentto its member pharmacies.

The Bottom Line is simply this:
PCS is accurate, fiscally sound, effi-
cient and reliable. The PCS Plan
ofters simplicity of use, convenience
and sophisticated cost controls.
And, it's all designed to make your
benefit plans more effective!

To get the complete PCS Story,
please return the coupon. Or, call
Bob Field at (602) 257-1500 today.

. 0 Idliketogetthe complete PCS Story. s1-38

E] Please have a PCS Reoresentative call me for an appointment.

Area Code ()

Name
Title
PHARMACEUTICAL CARD SYSTEM, INC. q
a Foremost-McKesson Company Company

Vice President. Sales and Marketing
Phairnaceutical Card System. Inc.
2005 North Central Avenue

Mail to: Address

Robert W. Field. CLU

Phoenix. AZ 85004

State

Vel

Ridley of Maples & Caulder, the
most prestigious law firm in Car

Convincing subsidiaries in for-
eign countries to give up their local
bank accounts and the prestige
those accounts afford the subsidi-
ary managers can be a tough sell,
Mr. Ridley explained.

If subsidiaries are accustomed to
insuring with a Cayman-based in-
surer, it is easier to sell them on
using a Cayman bank, he suggests.

"Managing the operation is also a
lot of work, too," he said. "Manage-
ment logistics require a fairly high
officer of the company be put in
Cayman to give orders around the
world. You wouldn't want to use

another bank as the manager”

At least two multinational
firms among his clients have taken
advantage of this opportunity, he
noted. One is a Fortune 500 com-
pany and the other a privately
held company. Both have a sub-
stantial number of subsidiaries
around the world.

"It's the pooling of capital from
around the world that makes it
work,"” he explained: "Multina-
tionals can pool their funds to lend
or to go to the Interbank market
and get better deals. The more
money under control, the better
the deal they can get.”

Insurance superintendent Mr.
Darwood didn't immediately em-
brace the idea when asked about
the concept. "The bank inspector
and | would have to take each
proposition in its own right," he
said. "But I'm not sure we would be
particularly happy to see insurance
funds being used to back a banking
operation. If the funds are corpo-
rate and no outside interests are
involved, | may not be adverse.

"l don't want to indicate that the
Caymans may be a good place to
link banking and insurance. The
bank could lose money that could
be needed to pay claims.

"One would also prefer that the
buck stop here rather than pass the

work onto the bank inspector,” he
added.

If the private bank doesn't sell
a potential client on Cayman, the
Cayman-based captive manager
touts the professionalism of the is-
land's 45 lawyers and 70 members
of the Cayman Island Society of
Professional Accountants, most of
whom are chartered accountants or
"international equivalents,"” ac-
cording to Peter Baker, president
of the Society.

Besides recent expertise in insur-
ance, the lawyers and accountants
have been working on banking
and investment businesses that
have been Cayman's commercial
mainstay.

Their prices are somewhat lower
than their colleagues' prices in
Bermuda, the captive managers
say. But the accountants and law-
yers quoted fees very similar to
those charged in Bermuda.

"Our standard rates are very
close," said Mr. Baker, who is also
apartner at Peat, Marwick, Mit-
chell & Co.

Charged standard rates for time
spent, a small insurance company
would pay about $2,000 for an audit
and a larger company would pay
$15,000 to'$20,000, he said.

Peat, Marwick has about 60 in-
surance company clients now, re-
flecting a big increase in clients.
since the new insuranee law re-
quiring annual audits became ef-
fective. About half the clients are
captives of fairly large U.S. firms.

Mr. Ridley, whose firm repre-
sents 50 isurance company clients
including the largest - insurers in
Cayman, contends legal fees in
Bermuda and Cayman are about
the same. "The minimum legal fee
to get a simple, straight forward



company licensed is about $2,000.
Companies with complicated
shareholder agreements will pay
about $5,000 to $6,000."

One benefit Cayman offers a
captive owner is priceless: a sense
of a stable government. The last
Crown Colony in the Caribbean
seems to be in no hurry to seek in-
dependence. Most Caymanians
white and colored (a term they
prefer to black) say they are happy
as a Crown Colony and don't want
independence from England.

"There's no advantage to inde-
pendence," says Ms. Bodden of Ca-
ribbean Risk Specialists. "We have
economic stability now." And, the

Caymanians run their own inter-
nal affairs.

There is no obvious racial ten-
sion in Cayman, with many inter-
marriages between the races.

As in other island communi-
ties, the government enforces poli-
cies to give local citizens the first
crack at jobs. But when a company
can prove there are no local Cay-
manians to fill a post, an expatriate
is given a work permit and wel-
comed to the island. There is some
debate among captive managers
about the length of time required
to secure a work permit for an ex-
patriate. One says it moves quickly
enough; another contends he has to
wait months too long.

So far there is little evidence of
any anti-expatriate feelings. Some
expatriates who have been in Cay-
man longer and socialize more
with local Caymanians, however,

Lawyer wins
captive rep

GRAND CAYMAN, B.W.I.-
Modesty is not among characteris-
ties of the most respected captive
insurance company counsel on
Grand Cayman, Timothy Ridley.

Told he had been referred to as
the up-and-coming Sidney Pine,
one of the best-known U.S. attor-
neys specializing in captive insur-
ance companies, Mr. Ridley
quipped: "l thought I'd made it."

His piercing blue eyes twinkled.

Mr. Ridley does not specialize in
tax matters as Mr. Pine does. In his
position with Maples & Calder, Mr.
Ridley advises insurance com-
panies setting up in Cayman.

Among his clients is the largest
insurer in Cayman: the super cap-
tive United. He is also counsel to
the two open-market reinsurers
forming, Cayman Islands Reinsur-
ance Corp. Ltd. and TASCO.

About half of the firm's 50 in-

surance company clients are writ-
ing unrelated risks, Mr. Ridley
said. "Some pure captives are look-
ing at it, but they are pretty con-
servative.”

When companies do decide to
write unrelated business, the lack
of a local market to tap for unre-
lated risks sends them to Bermuda
or London, he noted.

About half of the 50 clients are
also association captives, Mr. Rid-
ley noted, primarily underwriting
medical malpractice insurance.
Other programs include a war-
ranty program for car dealers,
product liability insurance for
chemical companies and product li-
ability insurance for propane
dealers.

Mr. Ridley predicts that the fu-
ture of the captive insurance com-
pany business in Cayman depends
upon what happens in the Ber-
muda market. "If Bermuda comes
to a halt from size or political prob-
lems, we'11 get a lot more business.
| don't want to see Bermuda go
down, don't get me wrong.

"Cayman is young and aggres-
sive. We really want the business.
Now Bermuda is forgetting that
companies have other places to go
—like Caymman.”™ -

criticize their newer-arrived col-

leagues who tend to isolate them-
selves.

The business visitor to Cayman
will find the Caymanians friendly,
but not inclined to deliver red-car-
pet treatment. Their style is more
relaxed, but so is the attire ex-
pected of guests. Ties are uncom-
mon in the evening and daytime
wear among professional men is
short-sleeved shirts and ties to tol-
erate the 80 degree weather in
winter, not to mention 90 degree
summer days. Professional women

usually wear s-mple cotton skirts
and blouses.

Hotel accommodatons are lim-
ited. It's recommended visitors rent
condominiums instead cf hotel
rooms. The stretch of rental units
along the seven-mile beach is most
popular; just a few minutes from
town and just a few steps from the
ocean that is inviting year-round.

Snorkeling and deep-sea diving
are the most popular sports among
active visitcrs. The more sedate
prefer to lounge on :he beach.

There are no golf courses, al-

:hough two are supposed to be
under development. One Cayman
captive Inanager contends he is
sure that he lost a client to a Ber-
muda manager for that very short-
coming.

But attorney Mr. Ridley con-
tends that there are good risk man-
agement reasons other companies
are forming Cayman-based cap-
tives. "QLite a few big companies
have decided that the amount in-
vested in Bermuda is enough-
based on geographical and political
risk-and the time is now to set up
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in Cayman."

No one, not even the most ar-
dent Cayman booster, pretends
Cayman can offer the breadth of
captive management and insurance
expertise and service that Bermuda

"Cayman hasn't reached the so-
phistication of Bermuda," admits
Mr. Kilpatrick of Insurance Man-
agement Consultants. "But Cay-
man has 200 legitimate insurance
companies in two-and-a-half years.
It took Bermuda 10 years to get
established_"" -

Our Flying Fire Engine picks up

where ladders leave off.

The Flying Fire Engine, an incredible invention
from McDonnell Douglas, can whisk trapped
victims safely away from high-rise blazes in

seconds.

Suspended by cable from a helicopter, this
fire and rescue module can turn, circle, move
in any direction under its own power.

While the chopper hovers well
above danger, the SMS (Sus-
pended Maneuvering System)
moves in to dock at a window,
unload firefighters and equip-
ment, and pluck away trapped
victims. Or it can mount an
exterior water attack using hose
attached to a standpipe a few

floors below the blaze.

There are as many other uses for the Flying
Fire Engine as there are ways to get into trouble.
This versatile vehicle will combat fires on oil
rigs, ships, bridges-almost anywhere. It can
make otherwise impossible rescues down nar-
row ravines or in remote mountain wilderness.
And aboard the Flying Fire Engine, paramedics

can reachthe scenes of accidents

and begin treating victims long
before ground teams could.
To learn more about its fire-

fighting and rescue capabilitiesand
to arrange for a 16mm color film
presentation call (314) 232-3473.
Or write McDonnell Douglas
Astronautics Company, Box 516,
St. Louis, MO 63166.

Flying Fire Engine
NMCIDODOONNELL
DOUGLAS
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Manager scandal won't faze Cayman

GRAND CAYMAN, B.W.I.-
The internal management scandal
at Cayman Underwriters Services
Ltd. that rocked Charter Oil into
pulling out of the third-party man-
agement business is considered a
sad tale here, but nothing to live
down.

No clients were hurt by the al-
leged inside dealing of former
Charter managers John Ray and
Dave DeMarco (BI, June 16, 1980),
other Cayman management

sources stress.

The books of 16 former clients
were still piled in boxes in Febru-

ary waiting to be retrieved by
owners. Charter had notified cli-

ents at the end of March that it was
closing the management company
and clients should find new man-
agers by Jan. 1, 1981. It was the
end of the oldest captive manage-
ment firm on the island that had
grown to 17 staffers with two mini-
computers.

Some of its clients had come on
referral from Marsh & McLennan,

"Dear IRI:

| could land a major
commercial account if

| can deliver property
INsurance aspart of

IRl can help producers round out

the packag
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which -was a major broker to Char-
ter until recently.

It appeared last fall that the com-
pany Fould be purchased by The
Wetzel Co., but after three months
of pouring through CUS books,
Wetze_ did not make an offer to
buy. Of the 35 companies left on
the boiks, only 22 were active.

Many former CUS clients are
now managed by Caribbean Risk
Specialists. At least one, the Michi-
gan bar owners captive writing

dram shop liability insurance, went
to BankAmerica Trust & Banking
Corp. in Cayman.

CORAL, the underwriting pool,
is believed to have dissolved, al-
though some members are said to
be interested in reviving it under a
new manager, possibly Corroon &
Black.

Charter Oil moved its own cap-
tive business to the Bahamas to be
managed by its subsidiary there,
Bahamas Underwriters Services.
That management company, under

e ... total insurance packages for com -

mercial or industrial firms of various types and
sizes, These include many of your current accounts as well as
your prospects. And, since IRI supports the American Agency
System, we pay a commission on every piece of business
you place with us

Our policies cover a wide spectrum of well protected com-
mercial and industrial risks. From metalworking factories and
pe:rochemical plants to hospitals and shopping centers. In-
surance coverage includes property damage, builder's risk,
business interruprion, extra expense, DIC, and combined fire/
boiler and machinery.

To find out how Industrial Risk Insurers ¥Ld ustrlal

can help you land and service cbm- J L.
mercial accounts, send for our free

ucers.
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Mail to: Comminications Department,
Industrial Risk lisurers, 85 Woodland Street,

Hartford, CT 06102.
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former Bahamas insurance com-
panies registrar Charles Donald-
son, will manage only Charter's
new Bahamas-based captive, New
Providence. The new captive re-
places the former Cayman-based
captive, St. lves, as Charter's par-

ticipant in the reinsurance pool
CIRCL.

There are no plans for the Ba-
hamas-based management com-
pany to manage any unrelated cap-
tives.

Former CUS employees were
quickly hired by other manage-
ment firms.

At least one employee, however,
intends to go into business for him-
self.

Rex Rankine, formerly assistant
controller and one of the last em-
ployees to leave, will open his own
management firm in the former
CUS offices. It will be a general
company management firm ini-
tially, although captive manage-
ment is in the future plans.

Meanwhile, Mr. Ray, convicted
of forging a name to a check, is in
Cayman while he appeals the con-
viction to the Court of Appeal in
Jamaica. Mr. DeMarco, the former
president of CUS, is no longer in
CayrmaaEAarn. rm

Secrecy law
binds privacy
for captives

GRAND CAYMAN, B.W.l.-A
client's business is strictly the cli-
ent's business in Grand Cayman.

Al tradition elsewhere is en-
forced in Cayman under the Con-
fidential Relationships Law which
prohibits anyone from divulging
information about a client's busi-

ness without the client's permis-
sion.

The law was written to keep
anyone from releasing information
to the U.S. Internal Revenue Ser-
vice about foreign bank accounts
of U.S. citizens.

Some captive managers, how-
ever, are uncomfortable with the
law. "I only want to deal with hon-
est people, but what if | get sucked
in by someone who isn't honest?"
asks lan Kilpatrick, managing

director of Insurance Management
Consultants Ltd.

His colleagues and attorneys on
the island answer that he is re-
quired under the insurance law to
report any suspicions of dishonest
dealings to the superintendent of
insurance. Since the insurance law
was passed after the secrecy law,
everyone assumes the insurance
law is supreme on this issue.

Captive manager Roger Corbin
has another solution. He requires
all clients of Absit Insurance Man-
agement Ltd. to sign a form giving
the firm permission to respond to a
competent court inquiry from any
jurisdiction through a mutually ac-
ceptable lawyer.

"This is not for IRS fishing expe-
ditions," he notes. "But if someone
can convince a court to ask for in-

formation, | will go."

None of his current seven cap-
tive clients has refused to sign the
form, he says.

Attorney Timothy Ridley of
Maples & Calder suggests that the
secrecy law is doing Cayman more
publicity damage than it is bring-
ing in goodwill from clients. He an-
ticipates there will be amendments
to the law making it clear under
what circumstances local residents
can respond to inquiries regarding
criminal activity-excluding tax is-

_—
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TOB WITH
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e COEXterQ/ night The Knight-Ridder Newspaper group puts papers to bed all over

From The Philadelphia Inquirer to the San Jose Mercury-News, Knight-Ridder
helé)sr ke m|II|on% of geople all over the country informed about the day's events.
And The Travelers helps.

~ When Knight-Ridder needed a company to handle their workers' compensation
claims, they turned to our subsidiarx Constitufion State Service Company

Through CSSC, The Travelers delivered a -nationwide computer claim system.

Backed by more than 3,000 claim specialists in nearly 200 offices, it helped
manage Knight-Ridder's losses. Efficiently Directly Simply

We can do the same for your business.

If you're self-insured but need the expertise of a sophisticated claims manager,

call your broker or Bob Greenberg, Vice President,
Claims, Constitution State Service

CompanM at (203) 277-3429.
Buy a piece of our expertise.

THE TRAVELERS

Constitution State Service Company is a wholly-owned subsidiary of The Travelers Corporation, One Tower Square, Hartford, CT. 06115
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If you are

even thinking
about a Captive,
don't do anything

until you

alk Scor
to us. Risk

company or group.

totally objective.

Captives.

- We are part of a worldwide orga,ization
with many resources to draw from.

Scor Risk offers you a unique opportunity
to evaluate, to implement and
successfully manage a Captive for your

« Scor Risk is not a broker and we cio not

sell insurance; therefore, our view is

+ We are specialists with successfil
"hands on" experience managing

+« We maintain management facilit es in

Bermuda and the Cayman Islands.

For information, contact Tom Miller.

SCOR RISK MANAGEMENT, INC.
P.O. Box 220032 - Dallas, Texas 75222

(214) 659-5891 - WATS: 800-527-5855

Bahamas

Business, government

stalk captive insurers

By KATHRYN J. McINTYRE

NASSAU, Bahamas-Prime
Minister Lynden Piddling is ex-
pected to attend the Risk and In-

surance Management Society con-
ference in San Francisco this week

to demonstrate how much this
tourist and banking center wants
captive insurance companies to
choose The Bahamas.

Government officials here say

Soking thepmblem.
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n excess and surplus lines, as in space

technology, today's achievers must be
problem solvers-no matter how great the
challenge.

When normal coverage for a major contractor
was subject to a large retention, the Crowther
People solved the prcblem with a plan for
specific project coverage.

A challenge met with a successful solution.

Ask the Crowther People for a similar
solution to your next marketing problem.
They're problem solvers.
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Clowther People

they support the efforts of a few
local insurance company and bro-
kerage firm executives to attract
captive insurance company busi-
ness here.

"A vibrant captive insurance in-
dustry will complement and
strengthen our existing offhore
business-banking and otherwise,
and enhance our image as sue-
cessful financial center," says a re-
port prepared for the deputy prime
minister by the Central Bank of
The Bahamas.

"While our immediate goal
should be attract captives to The
Bahamas, our final objective ought
to be that of building an offshore
insurance community to effec-
tively compete with New York,
London, Bermuda and Cayman,"
the report recommends.

Deputy Prime Minister Arthur
Dion Hana told Business Insurance
in an exclusive interview that The
Bahamas is interested in devel-
oping an offshore insurance indus-
try.

Local broker Charles Fernie of
J.S. Johnson & Co. Ltd., which al-
ready manages two captives, and
Justin Tierney, a former American
broker who is now with British
American Insurance Co., are both

trying to drum up captive business
for The Bahamas.

Bankers Trust is also interested
in captive prospects.

Currently there are only 20
non-resident companies registered,
about half of which may be cap-
tives. Some of them may be man-
aged elsewhere, and few are visi-
ble.

Both business and government
are trying to overcome the percep-
tion that The Bahamas tossed cap-
tives out of their cradle there in
the late 1960s and that the govern-
ment doesn't want the business.

They contend The Bahamas is an
attractive domicile for captives be-
cause it is only a short plane hop
from Miami on frequent flights,
boasts of well developed banking,
legal and accounting services,
offers recreation from golf to gam-
bling and maintains excellent com-
munication systems with the U.S.,
including clear, direct-dial tele-
phone line.

The Bahamas offer the same tax
exemptions as Bermuda and Cay-
man and its insurance companies
fees are much lower than those
charged in the other two domiciles.
The Bahamas charge a $1,000 ini-
tial registration fee and $500 an-
nual renewal fee.

Its insurance law, the first to be
enacted in an offshore haven for
insurance companies, is less strict
than the very specific law of Ber-
muda but is more strict than the
Cayman insurance law, which
leaves broad discretionary power
to regulate to the insurance su-
perintendent.

Captive management fees quoted
at $10,000 are less than the Ber-
muda's typical quote of $15,000 to
$20,000, but the same as Cayman
managers' charges.

No one is sure how many cap-
tives were based in The Bahamas
before the insurance law was en-
acted in 1969.

Clive Himsworth, who directed
the management of Mobil's captive
there from 1964 to 1968, recalls
only four or five companies with a
management presence in The Ba-
hamas. Exxon and Seagrams both

Continued on page 46



OUR NAME?
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Consultation, on
site, to help you imple-
ment effective, custom-
tailored occupational
health and safety pro-
grams. Ctek specialists
will recommend cost-
concious ways to com-
ply with regulations,
and suggest loss control
programs in areas rang-
ing from simple house-
keeping to mechanical

operations to unseen
environmental hazards.

Testing, at our

AIHA accredited main
laboratory and country-
wide lab network. The
most advanced sam-
pling and analytic
equipment is used in
the field and at Ctek
labs to detect and quan-
tify thefull range of en-
vironmental dangers-

from stress factors in

the workplace to pollu-
tants in the air and

water. Ctek equipment
is also available for
companies wishing to
perform their own

teStS.

Write or call for our complete listing of services,
office locations and fees.

Evaluation of the

risks involved in your
operation. The scope of
a risk evaluation probe
can include mechanical
hazards, physical haz-
ards and environmental
hazards. Our Ctek ex-

perts will then provide

recommendations on

ways to control the like-
lihood of loss and train
your employees in in-
dustrial hygiene and
program maintenance.
These loss control pro-
grams are updated
through frequent prog-

ress reports.

Knowledge ofa
complete range ofrisks
and possible solutions.
This expertise is avail-
able from Ctek per-
sonnel-specialists in
areas such as construe
tion safety, boiler and
machineryhazards, fire
safety, product liability,
motor fleet safety and
industrial hygiene. Our
highly skilled represen-

mtives work out of
more than 100 branch

and service offices in

the US. A Ctek special-

ist is neverfarfrom your

place of business.

© 1962 TCC

As a facility of The

Continental Insurance

Companies, we are con-

cemed with loss con-
trol-helping you create
a safer, hazard-resistant
working enviionment.
In the field, in the lab,

and in the training
classroom, Continental

Technical Services

(Ctek for short) is the

one name you can
count on for the full

range of occupational
health and safety services.

Atek

Continental Technical Services

itar &®. ..

a facility ofThe Continental Insurance Companies
subsidiaries ofThe Continental Corporation

2 Corporate Place South

Piscataway, New Jersey 08854

Telephone: (201) 981-4166
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WHO?

. 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&D up to $12,500.000 (stunt men or executives) ?
. CAN provide up to $37,500.000 AD&D group aggregates?.

. CAN provide group travel accident or voluntary AD&D plans for miners and
offshore drillers as well as banks and computer companies?

, . . SHOULD you call upon for the "off the wall" accident/sickness exposures?

U S ' I INTERNATIONAL ACCIDENT FACILITIES, INC.

Home Office:
15 Broad Street, Boston, MA 02109 Tel. (617) 742-6660 Telex: 94-0241
Branch Offices:

Suite 4-H 3300 Northeast Expressway, Atalnta, GA 30341 Tel. (404) 452-1311
Suite 170, 8204 Elmbrook Drive, Dallas, Texas 75247 Tel. (214) 634-1861

The Bahamas stalk

American captives

Continued from page 44
had staff there, he said.

Mobil moved to Bermuda in
1968, he said, "because it was ner-
vous the legislation would make it
uneconomical to operate there."

Exxon is also now in Bermuda,
but Seagram'’s captive is still regis-
tered in The Bahmas.

The 1969 legislation levied a 1%
premium tax on insurance com-
panies.

But the first registrar of insur-
ance companies, Charles Donald-
son, maintains the government
didn't mean to tax captives or
drive them out.

"l didn't anticipate the reaction
to the ir.surance law," he said. "I
thought we were chasing out suit-

Watch the crack troop scramble
when you need fast action in excess.

L. VYAS:M ==
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/ "We need to increase our Excess Property limits within 48 hours.'

"We're looking for Excess Casualty that is explicitly written -
and reasonably priced."”

j i I I a
The minute Baccala
the crack troop of underwriting managers rev:
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125 i

"We want Workers' Comp coverage beyond self-insuranby-rstion-25-
Shoop receives an ursqent_in%uirQizQ* 064#9-
up its collec|:

talent---+

We assemble the pertinent facts. We analyze variables. We call on 1

our long experience in serving the excess needs of a cross section

of American business.

Still, it takes more than gung-ho people. It also takes vital support forces,

especially an extensive in-house capacity for all classifications of
excess and surplus lines. Our facilitiesare enhanced by two things: the
financial stability of the companies for which we hold policy-issuing

authority and an intelligent use of the reinsurance market.

Baccala & Shoop is one of the very few underwriters that devote 100%

of their time and efforts to excess/special risks.

Talk to the specialists at Baccala & Shoop. You'll learn they not only have

to be good to be a member of the crack troop, they have to be quick.

Baccala & Shoop

The crack troop
in underwriting management.

case companies. It didn't dawn on
me about captives.

"l wish now | would have said
publicly that captives would make
themselves known to me and there
would be no problem."

The current registrar of insur-
ance companies, Octavia Johnson,
stresses that the insurance law has
been clarified to state that captives
don't owe the tax and that they
don't have to publish annual=sum-
maries of their financial state-
ments, another requirement of the
law that captive owners didn't like.

While she intends-to enforce the
capital requirements in the law on
companies writing risks for unre-
lated parties, she says she will ac-
cept the assets of the parent com-
pany as fulfilling. the capital re-
quirements if the captive will write
only related-risk business. But she

would still like to see at least a
bond for $140,000 from pure cap-
tives.

Otherwise, companies are re-
quired to maintain $140,000 more
in assets than liabilities for up to
$700,000 in premiums. A higher
premium volume requires assets
exceed liabilities by one-fifth.

The government is now review-
ing the insurance law again to see
if any more changes can be made
to make regulatory climate in The
Bahamas as attractive to corpora-
tions with captives as the weather
is to tourists.

Ms. Johnson has recommended
that the law specifically apply less
strict regulation to pure captives
than companies writing unrelated
risks. The secrecy law that applies
to banks should also be extended to

insurance operations, she added.

Ms. Johnson would like to see
one aspect of the law strengthened,
however. She wants all captive
managers to be forced to register.
In the meantime, she is accom-
plishing the goal by asking them to
register under the insurance bro-
ker section of the law.

So far there are few managers to
register. J.S. Johnson, a broker and
underwriting agent writing in ex-
cess of $10 million in premium vol-
umes is the only visible, active
manager of captives. J.S. Johnson
manages two captives: Ginco As-
surance Ltd., owned by Gurrentz
International Corp. of Chicago, and
Can-Am, whose parent he, would
identify only as "prestigious."

Can-Am was recently registered
in The Bahamas Although regis-
tered under the insurance law in
The Bahamas, Ginco is a Cayman-
incorporated company.

Ginco is underwriting about
$600,000 in annual premiums in-
cluding non-related risks. The
risks are nearly all international,
such as foreign credit insurance
and. coverage for losses due to
delay of shipments for the meat
importer.

J.S. Johnson, which is owned
60% by Hogg Robinson, 20% by Mr.
Fernie, 10% by Imperial Insurance
Co. of Cayman and 10% by a local
resident, is the largest brokerage
firm on the island. Its staff of over
50 includes chartered accountants
and Fellows of the chartered In-
surance Institute, the equivalent of
the U.S. designation of Chartered
Property and Casualty Un-
derwriter.

Four people currently work on
captive business and an IBM-34
computer now being installed will
be ready to handle captive ac-
counts, Mr. Fernie says.

"There's a rekindling of interest
in captives," says Mr. Fernie, who

Atlanta Chicago Columbus, OH Dallas Denver Houston Los Angeles has been writing memos to the
(404) 231-9272 (312) 853-2777 (614) 846-6666 (214) 233-0201 (303) 399-4023 (713) 777-4530 (213) 385-6266 government promoting captives
Mirnea,olls New York Philadelphia Phoenix San Francisco Seattle since the mid-1970s. "We have a

(612) 54E-4300 (212) 943-2070 (215) 567-2700 (602) 957-4580 (415) 777-4300 (206", 624-8711 bew governor of The Central



Bank, a new Financial Secretary
and interest in Bankers Trust."

"The official view is that it is
sensible for captives to come back.
We will assist in.the effort to get
them," confirmed William C.
Allen, the governor of The Central
Bank of The Bahamas.

"l can't think of any reason why
the government wouldn't want
captives," said Ethlyn C. Isaacs, the
financial secretary, who is the
chief administration officer in the
ministry of finance.

"We thought Bermuda provided
the home," noted Minister of Fi-
nance Mr. Hanna, who has been
criticized by some business men for
not doing enough to promote The
Bahamas as a captive center. "We
just recently became aware that
local companies are interested in
captives."

"We're putting the development
of the insurance industry fairly
high on the list of priorities," Ms.
Isaacs said

To further the effort, the gov-
ernment hosted a meeting March

12 for insurance industry execu-
tives from the U.S. and U.K. as

well as Bahamas to state its interest
in captives.

It could take more than one
meeting to produce the results.

"The resistance from the states
to the Bahamas is very strong,”
says Mr. Tierney, president of Brit-
ish-American Management Ltd.

British-American created the

subsidiary and hired Mr. Tierney

Manager trys

insurer's role

NASSAU, Bahamas-Former

Frank B. Hall & Co. executive Jus-
tin Tierney is taking British-
American Insurance Co. here into
the property/casualty insurance
business.

As president of British-Ameri-
can Management Ltd., he is look-
ing for captives to manage and as
senior vp of British-American In-
surance Co. Ltd., he is under-
writing property/casualty risks.

Until Mr. Tierney was hired in
November 1979, British-American
primarily devoted its efforts to
personal lines insurance under-
writing in 38 countries, predomin-
ately in the Caribbean and Third
World countries. Its premium vol-
ume is about $180 million.

Mr. Tierney has yet to land a
captive client, which he blames on
the wrong impression American
business has of The Bahamas as an
unstable government, and the very
competitive insurance markets.

When captive management
didn't take off, British-American
granted Mr. Tierney approval to
write reinsurace. "l've written in
excess of $5.5 million in annual
premiums in 1981, for $4.7 million
net annualized," he said.

The mostly treaty business in the
excess layers is evenly split be-
tween property and casualty risks.
Although he has a net line capacity
of $250,000 and reinsurance capac-
ity to $2 million, he generally is
writing a $25,000 line.

Among the companies whose
treaties he has signed onto are Ber-
muda-based Walton and Mentor
and U.S.-based Northbrook, Al-
lianz and Continental.

About 20% of the business is fa-
cultative reinsurance, written at
higher excess levels for brokers
from the U.S., U.K. and Bermuda.

He expects to have underwritten
$8.6 million on a written basis by
the end of the year.

Mr. Tierney is also planning fur-
ther expansion into the prop-
erty/casualty insurance business.
"One of the ways we plan to grow
is to acquire companies currently
managing captive cornpanies.
We're looking at companies in The
Bahamas, Bermuda and Cayman.".

to develop a captive management
business in the Bahamas as well as

develop a property/casualty busi-
ness for the life insurance domin-
ated company. But he hasn't
landed a captive client yet.

He blames a cheap insurance
market for slowing growth of cap-
tives in general. But in particular,
"people don't trust the government
here,” he added.

The Bahamas, formerly a British
colony, is an independent nation

which has elected a Black govern-
ment since 1967. "We encourage
captives to come. This is .a stable
government. There will always be
a Black government here; we are
85% black," said Ms. Isaacs.

One possible roadblock to the de-
velopment of an insurance busi-
ness in the Bahamas is the small
number of insurance experts here
ready to take on captives and the
strict immigration laws.

"Once government decides to

push this, immigration won't frus-
trate it,” Mr. Hanna declared.

Indeed, Mr. Hanna said he is not
opposed to bringing an expatriate
insurance expert into the registrar
of insurance companies office if
such an expert is neeed to attract
captives to The Bahamas.

A land policy prohibiting the
sale of Bahamian land to non-Ba-
hamians, which some sources said
could deter expatriate experts from
accepting jobs in The Bahamas, has

been moved back to the drawing
boards by the government because
of local opposition to a number of
its provisions.

Mr. Donaldson, who is now man-
aging Charter Oil's captive in The
Bahamas, maintains all that needs
to be done is for the government to
welcome captives. The Bahamas'
advantages as a domicle will at-
tract the business as soon as
American companies know they
are welcome, he says. .

Looking for offshore insurance??

Here's the full story on
the All American Marine Slip.

All American Marine Slip is an underwriting
syndicate of 30 insurance companies offering
sound, reliable coverages for high value marine
risks anywhere in the world. The Slip is managed
by Marine Office of America Corporation.

Please send me a copy of your new capabilities
brochure on offshore insurance protection.

Name:
Company:
Address:

City/State/Zip:

Title:

All American 840
Marine Slip 118’

All American Marine Slip - RO Box 313 Peck Slip Station - 99 John Street
New York, NY. 10038 U.S.A. « Telephone: (212) 374-2667

Telex: 126234 AAMS NYK
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Nearby Guernsey draws U.K. captives

BY STACY SHAPIRO

LONDON-Off the rainy coast
of Great Britain, the third largest
captive insurance company com-
munity is growing up.

Guernsey, the most westerly of
the Channel Islands, differs from
its two competing offshore domi-
ciles in two significant areas: it
taxes the income of captive insur-
ers and it doesn't yet have an in-
surance law.

It is also just an hour's flight

from London, the largest concen-
trated commercial insurance mar-

ket in the world.

Promoters of Guernsey point out
that the island offers corporations
forming captive insurance com-
panies here an air of respectibility
with its modest 20% income tax,

some freedom in capitalization and
competitively priced administra-
tive costs.

The nearness of Guernsey to the
London insurance market is con-
sidered one of its chief attractions
as a home for about 100 active cap-
tive insurance companies, espe-
cially those formed by U.K. com-
panies.

"Guernsey has a solid insurance
infrastructure because it is easy to
get U.K. people to live there," ob-
serves Michael Savage, general
manager of Hogg Robinson
(Guernsey) Ltd.

The U.K. brokerage subsidiary is
one of less than a half-dozen cap-
tive management firms here fully
staffed now to manage captives.
About another dozen firms are

managedby accountants who rely

on the U.K. offices of their parent
companies, usually brokers, to pro-
vide the needed insurance back-up
services.

Among the captive managers
here are affiliates of U.K. brokers
C.T. Bowring and Sedgwick Group
and Alexander Howden Group.

Active captives here include
those of English companies such as
Barclay's Bank and the House of
Fraser (owners of Harrod's).

They plant their captives near to
native soil to show they are above-
board. It doesn't always look good
to take your business to the other
side of the world to tax havens,
sources say.

Seven or eight American com-
panies have planted captives here,
among them Gould Inc. of Rolling

-yedal Rfels

... meeting

the challenge

ofchange.

Managing

Meadows, llI.

One Guernsey captive manager
speculated the Americans come to
Guernsey to avoid the spotlights
focused on Bermuda. But Gould
quite openly puts on the busines
card of its director and secretary,
Mr. Savage, that The Meadows In-
demnity Co. Ltd. is its subsidiary.

One of the biggest captives in
Guernsey is a subsidiary of the Ca-
nadian forestry company of Mac-
millan Bloedel. It is managed by-
Michael A. Ward, managing direc-
tor of Risk Management Ltd. in
Guernsey.

No one complains about Guern-
sey's 20% tax rate on individuals
and companies. About 120 captives
pay the 20% taxation on annual in-
vestment income, but not on un-
derwriting profits, as permitted

corporaterisks

for the 80&

The 1980's represent a new horizon

1 forAmerican business-a decade

of change, filled with new challenges,
expectations and problems.

Rapid change demands continuous
monitoring and reassessment of risk
management strategies and CU Special
Risks is more than prepared to help you.

We've been busy developing prod-
ucts and programs that corporate risk
managers will need to meet the chal-
lenges of the 80's With confidence.

Talk to us. Look for CU Special Risks
atthe R.I.M.S. Conference, Booths 29

and 29A.

Commercial Union

1 Heritage Drive, P.O. Box 1620
Quincy, MA 02269

under the law.

Managers are beginning to sug-
gest, however, that the captives
pay tax on their total profits, which
could really reduce the tax due if
underwriting losses eat into invest-
ment income gains.

The Guernsey income tax assess-
ment is considered a status symbol
by some: Proof that the captive
isn't in business just to beat tax
laws.

Guernsey, which is still ham-
mering out an insurance law to be
enacted, doesn't impose any mini-
mum capital and surplus require-
ments.

But sometimes Bruce Riley, com-
mercial relation advisor and the
man to see to set up a captive,
won't allow a captive to start writ-
ing a risk. He refusea someone
who wanted to write medical mal-
practice insurance because they
didn't have enough capitalization,
he said.

Most captives here have capital
of $100,000, which is expected to
become the minimum capitaliza-
tion requirement in the new insur-
ance law now being prepared. The
law will allow exemptions from
the capital requirements and will
provide for regulation with the ad-
visory and finance committee con-
ducting an annual private audit of
registered companies.

Currently, regulatory costs are
minimal. A one-half of 1% stamp
duty on authorized capital and a 25
pound registration fee are imposed.

Lawyers fees may run 250
pounds. Management company
charges of about 10,000 pounds
bring the total price tag to main-
tain a Guernsey-based captive to
about 15,000 pounds.

A few Guernsey boosters will
suggest that as part of the Duchy of
Normandy, Guernsey offers a
more stable political environment

than the leading captive center of
Bermuda.

The first captive insurance
companies came to to Guernsey in
the 19305, said Mr. Riley. But activ-
ity increased rapidly after Ber-
muda started to attract captives
and it isn't slowing down. "We had
more captive companies in 1980
than any other year," he said.

Most Guernsey captives origi-
nally set up shop to insure their
parent company's property and
fire risks. The same insurance
market forces of high prices and
low availability that send U.S.
companies to set up captives in
Bermuda sent U.K. companies to
do the same in Guernsey.

Now, 100 to 130 companies worth
50,000 pounds to in excess of 5 mil-
lion pounds write the insurance
gamut-from aviation to workers
compensation to some product lia-
bility. Premium volumes range as
high as 10 million pounds, one
manager said.

Only a few companies, however,
underwrite insurance for com-
panies unrelated to the parent, said
Mr. Riley.

One of the few active in this area
is Polygon Insurance Co. Ltd.,
owned by six European Airline
Companies including KLM-Royal
Dutch Airlines, SAS and Swissair.

Managed by C.T. Bowring's
Transglobe Underwriting Manage-
ment Ltd., Polygon now writes
aviation risks from all sources, bas-
ing cost on the London market's
ratings. The company, capitalized
at two million pounds, encourages
London brokers to send aviation
risks to them. In return, Polygon
uses the London market for its re-
insurance needs.

A few other captives underwrite
insurance for customers, such as
television repair warranties for
television manufacturers to sell

EFo>w s N re—r = _ -



0D R [[PH ' YUl

'SOYE) I JBUYM JOG 9A A "SIJIAIIS DUBINSUI JAIIBAIN)

"OAOW 9SIM B SI] "SINOA 9PN[OUl ST 197 "2I9yMm

-A19A3 sartuedwiod darssardwi 309101d $2013j0 [8QO[S QYT UT
so1d [[e parudjel (¢S “uondaloid a3e10d100 1839 INOA 03
ISIM ST W} SIDTAIIS SOURINSUI [BIIUISSI Y ‘[[BH "¢ YuBl]




50 / business insurance, April 6, 1981

,pr»tlight_RY)enort

1 The T e
1 Employee Benefit O *ﬁﬁ/tm

1 Communications
1 Handbook

At last, here is an informative handbook for making
benefit communications more effective!
Successful step-by-step techniques are revealed to

increage employee interest, understanding, appreciation and

Written.hy. award-winning.greative director Dennis

media, select a communications consultant, plan an effective
creative strategy, determine true costs and execute mes-

sages dynamically!
It also gives tips on how to gain management approval

foran on%oing communications budget, and much more.
Truly & valuable guide for any Benefit Manager.

$20.00, P&H and sales tax included. 30 day money back I N\ R
. rcuyé,larante%\] 8@ rated firms may send P.O., oﬂ@@&%miqy N5 net1 1
include payment. No S.

UPG Publications Division, Dept. 812, Box 700, Redwood City, CA 94064.
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Onshore

By RHONDA L.RUNDLE

DENVER, Colo.-Continuing

tax tussles with the Internal Reve-
nue Service, combined with wide-
spread availability of insurance at
bargain prices, are keeping the lid
on captive insurance company
growth in Colorado.

Slow growth has barely kept
even with slow attrition, so that
the total number of Colorado cap-
tives stands at 25, according to the

66 Equifax Risk Management Systems offers you
themostcompletelineofservices available from

.| Richard L Maloney, cpcu ARM
one source O Executive Vice President

CLAIMS AOMINISTRADON PROGRAM
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You get in-depth claims administration support-

a wide range ofinvestigative tools andadjustingservices are available- from Equifax RMS.

In all, we can give you help in six critical areas.

One of these is claims support.

Only Equifax RMS offers total responsiveness.

With over 1,000 service facilities throughout the U.S. and
Canada, we're where you need us. When you need us.

You can choose from a wide range of claims services.
Our skilled specialists - they average 10 years of experi-
ence - have know-how in workers' comp, general liability
(product and malpractice), property, life, and group/in-
dividual health investigations plus background checks,
audits of medical services, and rehabilitation management.

In addition, on-the-scene adjusting help is available in
most locations.

And Equifax RMS can handle the detail work of
regulatory filings.

But claims support is only one part of the story.

You also can get help in these areas: ( 1) loss control con-
sulting/inspections and training (2) CLASS: computerized
loss administration statistical system (3) health screening (4)
employment checks.

can help me:

Name/Title

. . Company
How c.;an we help you?.Our professional risk managem.ept Address
team will be glad to review your program, make specific City
recommendations, and implement the plan of action you Business Phone ()
approve.

EQUIFAX

Risk Management Systems

For complete informa-ion about Equifax RMS, call Rich
Maloney at (404) 329-9029. Or just fill out this coupon and
drop it in the mail today. We'll respond right away.

Professional services from tbe service professionals

1800 Century Blvd.
Suite 500A

Atlanta, Georgia 30345

Yes, | want to find out more on how Equifax RMS

[3 Please give me a call as soon as possible

El Send me your complee, in-depth brochure(s) on:

Z Claims Administration E] Loss Control

El Computerized Loss Acministration & Statistical System
0 Occupational Health Szrecning O Employee Screening
0 Rehabilitation Management

State Zip

-~E-BNME] a’ Tax tussles slow up
the domestic captives

state's insurance division. One
captive dissolved under IRS
pressure last year, one con-
verted to a multiple lines in-
surer and two new captives
were established (see related
story).

Despite the dry spell in new
business, however, captive
management companies are
cautiously optimistic about the
future. Sooner or later the
markets will tighten, they say,
squeezing off coverage, send-
ing prices soaring and spur-
ring a new wave of captive
development.

Indeed, the bulk of Colorado
captives were formed during
the tight market crisis of the
mid-1970's, suggesting a corre-
lation in the insurance cycle
between captive formation

and scarcity of commercial
markets.

But if the competitive mar-
ket is staving off demand for
new captives, IRS scrutiny is
giving some corporations sec-
ond thoughts about continuing
to operate existing insurance
subsidiaries. The pace of
audits and challenges does not
appear to have changed over
the past year, but uncertainty
about the tax status of premi-
ums paid to a captive is jan-
gling some corporate nerves.

"There have been no new
IRS challenges in the last sev-
eral months that | know of,"
observed J. Richard Barnes,
commissioner of Colorado's
insurance division. "Every-
body is waiting to see how
some things already in the
mill will be resolved.”

One company that decided
to dissolve its captive rather
than fight IRS is Philadelphia
Gear Corp. As part of negotia-
tions with IRS, the company
agreed to shut down Atlantic
Assurance & Guarantee Co.
last fall, said Commissioner
Barnes.

Another company at a cross-
roads is Crawford Fitting Co.
The IRS is challenging tax de-
ductions of premium paid to
its captive, Constance Insur-
ance Co. At company head-
quarters outside Cleveland,
top executives are mulling
over their next course of ac-

tion.

"We are considering the .

possibility of going ahead and
fighting this through the
courts; we're also considering
the possibility of dissolving
the captive,"” said Norbert J.
Tobbe, who serves as presi-
dent of Constance Insurance
CO.

Mr. Tobbe said he had not
read the recent Carnation Co.
appeal decision and was not
familiar with the details but
that he expected the outcome
"to enter into our plans.”
Those plans should be set
within the next six months, he
added.

The landmark 1979 Carna-
tion Co. decision was upheld
last month by the 9th Circuit
Court of Appeals in San Fran-
cisco (BI, Jan. 8, 1979; March
16, 1981). The ruling denies
Carnation the tax advantages
of claiming a deduction for the
premiums paid to its Bermuda
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captive. It also states Carna-
tion cannot classify payments
received by its offshore cap-
tive as foreign source income.

The appeal decision cites for
the first time Internal Reve-
nue Ruling 77-316, the official
IRS position on captives which
disallows deductions for pre-
miums paid to offshore cap-
tives. The agency has said in
the past that the ruling applies
equally to domestic captives
(BI, Jan. 9, 1978).

"Nearly every Colorado
captive owned by a single par-
ent corporation has had trou-
ble with the IRS concerning
the attack they are trying to
bring under Revenue Ruling
77-316," said Jim Jaeger, pres-
ident and chief executive offi-
cer of Frank B. Hall Manage-
ment Co., the largest and
oldest captive management
company in Colorado.

Captive managers and cor-
poration executives point out,
however, that large corpora-
tions would be routinely au-
dited by the IRS under any
circumstances. IRS auditors
are even assigned semiper-
manent office space at some
companies, they note.

A group of Colorado cap-
tives has collectively engaged
counsel to seek a private letter
ruling from the IRS on the use
of Colorado captives, Mr.
jaeger said.

Joseph H. Thibodeau, a
Denver attorney retained- by
the group, could not be
reached for comment on those
efforts.

Parthenon Insurance Co., a
Tennessee-domiciled captive
owned by Hospital Corp. of
America, is currently under-
going an IRS audit for the
years 1977 and 1978, when it
was domiciled in Colorado,
acknowledged Bob Reeves,
vp-insurance.

Since 1977, Parthenon,
owned by the Hospital Corp.
of America, has offered com-
prehensive general liability
and hospital coverage. In 1978,
the company added property
reinsurance and workers com-
pensation coverage, said Mr.
Reeves.

The Insurance Co. of Colo-

rado Inc., owned by Darling-
Delaware Co., also has re-
cently been audited, con-
firmed James J. Solari, insur-
ance manager. He declined to
discuss the audit except to say
that "results are still up in the

"One thing we feel fairly
certain about now is that filing
a consolidated corporate tax
return or a separate return for

the captive does not appear to
affect the likelihood of an

audit," observed Arnold Gold-
) stein, assistant vp of Anistics
Inc., a provider of captive
management services.

Although captive managers
in Colorado say they are un-
able to compare the level of
IRS activity focused on cor-
porations with domestic cap-
tives compared to those with
offshore insurance subsi-
diaries, the prevalence of
challenges here suggests that
IRS is not buying Colorado's
arm's-length argument.

Because Colorado captives
are required to meet virtually
the same financial require-
ments as multiple lines com-
mercial insurance companies,
Commissioner Barnes believes
corporations with Colorado
captives have a strong justifi-
cation for deducting premiums
paid to them.

"We have turned down
many corporations looking for
a tax dodge that did not have a
bona fide need for a captive,"

Continued on net paop
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Charles R. Hall,

Executive Vice President
Financial Guardian, Inc.

is looking forward to seeing you
at the R.I.M.S. Convention

in San Francisco.

You are invited to join him
in the Financial Guardian

hospitality suite. Hilton Plaza.
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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 Dest

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 do'es not sell or broker insutance.

For complete information on how we can make Il happen lor you, write or call:

Mr. Klaus J. Gebhardt, President
INTEX MANAGEMENT CO., LTD.
2817 REGAL RE). PLANO, TEXAS 75075 TEL. (214) 867-2200 TELEX: 732725

IS the best
because

our clients
deserve

Tax ruling slows down
Colo. captive growth

Continued from previous page

said Mr. Barnes. "This is part of
our argument with IRS; captives
here are more rigidly controlled
than noncaptive competitors such
as INA and U.S.F.&G.," he said.

To strengthen that argument, in
fact, Commissioner Barnes is
thinking about asking the legisla-
ture to increase the capital and
surplus requirements for captives
to match last year's increase for
other insurace companies.

"We've passed the deadline for
submitting new bills this year, so
the earliest this might become ef-
fective is 1983," he said.

If the change is enacted, new
captives would need $1.25 million
in capital and a surplus of $750,000.

the best ,

Being the best is a self-imposed obligation to every dient.
It is a responsibility that we take very seriously. It means
hiring the best possible personnel. We believe that we
have done that. It means being current on industry trends

S=—:- 1 \\

LF L D 1-

James S. Kemper & Companv

20 North Wacker Drive
Chicago, lllinois 60606

and being knowledgeable about available markets. We
believe that we do it quite well. It means being
professionally managed and financially sound. We have

(312) 558-3500

been since 1911. It means providing the basic services and innovating others for all our clients,
both large and small. We believe that no other insurance agency can match our services. We're
the best, because we want to be.We're JSK. James S. Kemper & Company

Although Colorado law permits
captive capitalization with a letter
of credit, Mr. Barnes says "
and more are not using them be-
cause the IRS has been asking
questions about that." At least one
existing captive has withdrawn its

letter of credit and put cash in, he
noted.

more

The reasoning behind the ex-
change is tied to the Carnation Co.
case, explained Commissioner
Barnes. "The IRS argued that Car-
nation's captive did not operate at
arm's-length because when loses
reached a certain point, the parent

pledged to put more capital in. The
IRS said that was self-insurance.”

Some tax authorities believe a
letter of credit might be construed
as a compromise with the arm's-
length relationship, said Mr.
Barnes, "since if claims got high
and the captive needed cash, |
would call on the letter of credit.”

Increasing capital and surplus
requirements for captives would
make this eventuality more un-
likely, added Mr. Barnes. "We
want captives to have enough lia-
uid assets that we are not going ti
have to call on a letter of credit fc
them to keep running.”

He reports that two propose<
"pure" corporation-owned-and
two proposed association-captives
are under study.

He also believes that the new ad
ministration in Washington ma’
view captive formation more fE
vorably than its predecesso.
"There's no direct experience t<
base affirmative feelings on,"” h
stressed, "but there's a different a
titude at many levels towards le
ting business develop business."

Captives
fill Colo.

vacanciet

DENVER, Colo.-Two recentlb
formed Colorado captive insuranc
companies are filling ranl
thinned last year by the dissolutic
of one captive and the conversio
of another into a multiple lines in
surer.

The Emory University Clinic.
partnership of 290 physicians
Atlanta, formed Clifton Casual
Insurance Co. to write profession.
liability coverage, reports Rr
Townsend, company treasurer.

Frank B. Hall Management c
is managing the captive th
opened in September.

Sunset Insurance Co. is the sf
ond new captive formed by Sout
ern Pacific Co., a holding firm th
owns railroad, pipeline, truckin
leasing and communications subs
diaries. The captive will write gi
coverage below master policies f,
general liability, auto liability ar
property coverage, said John E
wards, who is in charge of ris
management for Southern Pacii
co.

Aspen Indemnity Co., owned 6
a holding company of 45 who a
members of tractor dealers assoc
tions, converted to a commerc
insurer early last year.

"We wanted to write broad
lines of coverage and are now f
fering property/casualty package
umbrella liability, workers. con.
pensation, inland marine, and aut
and general liability,” said Rober
Egner, president.

Tax reasons motivated Philade
phia Gear Corp. last fall to shu
down Atlantic Assurance & Guar
antee, its Colorado captive. ,
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Carnation defeat won't spur panic

By RHONDA L. RUNDLE tive experts believe And no one H fits icr vp of Marsh & MelLennan in eliminate pure captive status
venturing to predict what the IRS Strengthening the IRS pos tic,n, New York "As to how the decision There may also be more experi-
LOS ANGELES-The recent ap- reaction will be the Carnation opinior cites for the will impact existing and future ments with rent-a-captives, sug-
pellate court decision against Car- The 9th Circuit Court of Appeals first time IRS Revenue Ruling 77- captive development-that's the gested Mr Chittenden, to move
nation Co is not expected to par_ic ruling that upheld the tax court 316, the official IRS pronoLnce- $64,000 question ownership out of the economic
the parents of captive insurers be- against Carnation is a reminde- ment which disallons ceductions "l would guess that solidly estab- family Expansion of ownership
cause the outcome was a foregone that the IRS says premiums paid for premiums paid to captives lished captives where deduction of would be another way to break
conclusion to man', by a parent corporation to a pure Carnation is also barred from clas- p -emiums going in 15 in' portant with the facts of the Carnation Co
The real impact of the Carnation captive are not tax deductible sifying payments re,zeized ty its a111 be more interested in writing case, he e?(plained
case depends upon Carnation's la- They do not expect the Carna- captive as foreign source income third party business to distinguish Mr Chittenden concedes that the
test request for a rehearing (Bl, tion decision to break the back of "Most knowlegeable geople felt themselves from the Carnation Carnation decision, which has to be
March 30) and how vigorously IRS the captive movement, but It does the IRS would win this one,' ob- facts," said Mr Chittenden Accep- viewed as a significant legal prece-
moves to enforce t ie decision, cap- chip away at cherished tax bene- served Thomas S Ch ttenden sen- tance of outside business would dent, might cause some companies
considering captive formaton to
pull back Many corporations are
wary of provoking the IRS
The current competitive com-
mercial market is also eroding the
economic benefits of captive ow-
nership in many cases "We've
taken the whole matter under
study,"” observes Ralph Perry, risk
manager at Amfac Inc, which
o Q owns Arms Insurance Co The Col-
8 o I orado captive writes general and
automobile liability, workers comp
and errors and omissions cover-
ages
"For the time being, we've put a
hold on the captive, we're not
pumping anything more into it,"”
reported Mr Perry
o - He says the corporation has been
concerned about the benefits of its
captive over the past year-and-a
half and may commission a study
to evaluate its performance
¥ 1 There's nothing definite yet, he
stresses, but some action will prob-
ably be taken within a year
The reassessment is not
v prompted by IRS pressures, said
| ° o 1 rK 9 Mr Perry, who added that the cap-
! - o ! tive has not been audited by the
J:HJ‘ 10 1 Internal Revenue Service None-
T theless, he believes there is a
1.0. — < - - = &% Egam<% strong need for legislation to ad-
B - "‘BN= dress the tax issues raised by cap-
1 1 tives, self-funded reserves, and
cash-flow insurance plans
I I - 4 31 3 . Ao o o o -t The Carnation decision will also
A.2 ’ li. =1 ’3 be studied by Crawford Fitting Co ,
headquartered outside Cleveland
The IRS IS challenging tax deduc-
- tons of premiums paid by the com-
pany to its Colorado captive, Con-
o~ . stance Insurance Co

] 1 The president of Constance In-

[ | QZ 11J -Ftll] surance Co , Norbert J Tobbe, says
Crawford Fitting Co is considering

I t *1* fighting the challenge through the

courts or dissolving the captive A
decision will be made within the

next six months

"We had hoped for better re-
sults,” observed Tom Littell, man-
ager of Marsh & McLennan Insur-

A~ i ance Management Services Inc in
Denver He termed the Carnation
I decision an "interim setback” but
not a knockout blow to future cap-
- P tive development
= Despite adverse court decisions
>t eroding tax advantages of captives,
* ? . 1 * *77 Sk kA% there are many compelling insur-
r ES P E N e /£3 S-g -+ [ey— 4 44 ance reasons to use them, he noted
- ' - Captives can smooth out the ups
e 6— and downs in the market, and
guarantee availability of coverage

for difficult to insure risks

Risk manager Richard Hunzza at

CLC of America in Houston

agrees He is very satisfied with

the performance of Interstate In-

=2- demnity Co, a Colorado captive
=73 formed in 1976

"If we could be assured that the

))ht'45 5 _14 4 e f *t*r c-urrent SOf.t ﬁnarket would con-
- - ’ - " tinue Indefinitely, we would not
need a captive," he said "But over

the long run, we keep insurance

- TIN#'S -#K.. *3 46;'SweE'13T,mip <,*C ter ., 14*bikuwaisd

,61114/55F&2.3 3

aches of finding coverage in a tight
market "

4 e . * . * -1 Mr Hunzza says he does not ex-
|IZ_ 1 5 Me[#o 4538 , pect the Carnation Co decision to
S = - ) hurt existing captives-at least in
the short run-because corpora-
tions have been on notice concern-
I ing IRS attitudes for a long time

"This really doesn't change any-

j thing," he said

s56 .
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An experienced
risk manager will
* pull his own

weight. An experi-
enced insurance

broker can lighten
his load.

AlUS ¢ PORTER

(7131 960-9990. Outside Texas,
call Toll-Free (800) 231-3252

Insurance Brokers Since 1907

Malpractice plans
spark Tennessee

captives'

By MARGARET LEROUX

NASHVILLE, Tenn.-Tennes-
see insurance department officials
say captive business is "picking up"
and plans are underway for two
new malpractice captives to join
five other liability underwriters al-
ready here.

"We think the state could be-
come a malpractice insurance cen-
ter,” said Ken Smith, head of the
Tennessee insurance department's
captive division.

Three of the captives established

VWorkers'

Compensation
Problem?

Allianz

Say *'Ah ...

Lee
AhnNnz="

Allianz is able to recognize your good

risk, even if it has one of the following

problems:

- High Modification

- Classification

- One Bad Year

= Multi-State Exposures

- Needs Loss Control Service

- Needs Good Claims Service

* Needs Special Premium

Audit Service

Allianz offers the best in workers' com-

pensation coverage on practically all

types of risks. Take advantage of both

participating and non participating

policies (where permitted). Each Allianz

policy is backed up with responsive,

professional Underwriting, Loss Con-

trol, Premium Audit and Claims service.

When you're up in the air with a work-

ers' compensation problem, say Allianz.

We're the experts you should know.

Allianz ®

Allianz Insurance Company
A Center of Excellence

6435 Wilshire Blvd., Los Angeles, CA 90048

®© Zopyright Pending

(213) 658-5000

growth

in the state underwrite malpractice
insurance. They are Parthenon In-
surance Co., owned by Hospital
Corp. of America; Hospital Under-
writing Group Inc., and Podiatry
Insurance Co., a mutual that in-
sures podiatrists around the coun-
try.

A group of Tennessee Methodist
hospitals is currently planning cap-
tive formation and in the coming
weeks, state insurance officials will
meet with two other corporate par-
ents that are interested in the state.

Other Tennessee-based captives
are Pinkerton Insurance Co.,
which began writing liability cov-
erage for the security guard firm in
January, and Financial Services
Insurance Co., whose parent is
Allis-Chalmers.

Despite the dramatic competition
in the liability insurance market,
captive business has maintained a
steady growth in Tennessee, ac-
cording to Mr. Smith. Three major
brokers, Marsh & MelLennan, Cor-
roon & Black and Reed Stenhouse,
as well as American Risk Manage-
ment (ARM), have opened captive
management offices in Nashville.

The relative ease is setting up a
captive and the support from the
insurance department are among
the reasons Tennessee was chosen
as the new domicile for the Pin-
kerton captive, according to Jack
Ryan, senior vp at ARM, which
manages the captive.

ARM moved Pinkerton Insur-
ance Co. from Bermuda and Ten-
nessee insurance department offi-
cials are hopeful more ARM-man-
aged captives will follow.

"It takes less time to set up a
captive here than in Bermuda,"”
Mr. Smith said. "There's no wait-
ing period. You could do itin a
week if you'd done your home-
work first.”

Other state requirements include
capitalization of $400,000 with
$350,000 in surplus for a pure cap-
tive; $600,000 and $400,000 in sur-
plus for an association captive. Any
combination of letter of credit and
cash can be used in financing the
captive.

Following in the footsteps of
Tennessee with a much more eau-
tious approach is Virginia, where a
year-old captive law has not at-
tracted any business yet.

The Virginia Bar Assn. is consid-
ering a captive as one of several
risk management options, accord-
ing to a Virginia insurance depart-

ment officer, but no steps to estab-
lish one have been taken.

The Virginia law restricts cap-
tives to Virginia-based corpora-
tions. "National corporations might
prefer Tennessee or Colorado,”
commented Gerald Roach, deputy
commissioner for financial condi-
tions.

What the Virginia captive law
has spurred is similar legislation
now pending in the Vermont sen-
ate. The Vermont captive law re-
quires capitalization of only
$250,000 with $750,000 in surplus
for a pure captive, according to
George Chaffee, banking and in-
surace commissioner.

"Beyond the capitalization re-
quirements, there is no need for
rate or form approval and no limit
on investments the captive may
make," said Mr. Chaffee.

The law does require a Vermont
captive's parent to be a company
whose principal place of business is
Vermont and holds an annual

board meeting in the state. m



what every risk manager
needs to know about

Crawford & Company.

750 locations across U.S. and Canada; 5100
adjusters/employees serving risk managers.

Among the finest software/hardware capability
to produce statistical information.

Innovative banking systems for claim and
allocated expense payments.

Special Accounts Department offices rendering top
supervision and quality control for the client.

Supplemental services in property, physical damage,
catastrophe and rehabilitation.

Mature and effective interfacing with insurance

companies, brokerage firms and captive administrators.

CRAWFORD & COMPANY

For more information contact Director of Risk Management Services, Crawford & Company
P.O. Box 5047, Atlanta, Georgia 30302
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An INA Series

Bringing our Until recently, each of the Kellogg Com.
overseas pany's overseas plants obtained property coverage
coverage from their local insurance markets.
f back borne. "This left us at the mercy of widely tluctuating
. -Kellogg's rates over which we had no control," says Stanley
Stanley King

King, Kellogg's risk manager. "We determined
that self-insuring through a captive cou Id cut our
foreign insurance costs by as much as 25%."

King also decided that the captive operation
would require the cooperation of a commercial insurer
with strong loss control expertise. "Our 29 foreign plants
produce over 750 million pounds of food each year," he
notes, "so the loss of even one facility can have a broad
impact on distribution and sales."

After reviewing the self-insurance plan with several
. ' carriers, Kellogg selected INA. King explains: "INA has
exceptional facilities in every country where we have
plants. And they helped us design a self-insurance pro-
gram that doesn't jeopardize our earnings-per-share performance."
Under the plan, INA reinsures the foreign property coverage back through Kellogg's captive,
and provides excess protection for catastrophic losses which might occur.
"The INA loss control people work closely with our own
engineers to prevent costly- shutdowns," says King. "And the
cost-efficiency of the captive program has improved our finan- ,
cial performance without reducing the extent of our coverage."

"I

Each year, thousands of U.S. citizens are Stopping tbe
sent abroad by the federal government on dollar-drain

cultural or scientific assignments. By statute, on cuerseas
these individuals are subject to a federally- comp.
mandated workers' compensation program -Wright & Coh
that is very broad in its provisions. Frank Wright
"The Defense Base Act (DBA) requires around-the-clock
comp protection, and the claim limits-where they exist at all-
are very high," explains Frank Wright, chairman and CEO of e f
Wright & Company, a Washington, D.C.-based broker.

Obtaining this insurance on a proj ect-by-project basis L 07'=

became a major expense for one government agency: premiums



often ran as high as 20% of a worker's total annual remuneration.

In an effort to bring these costs down, the government agency invited bids from insurance
carriers willing to underwrite all DBA compensation policies. INA International was awarded the
contract, with Wright acting as broker. "In the three years since INA took on the program,"
reports Wright, "premiums have been reduced by 40%." Total savings have amounted to several
million dollars.

Wright attributes this dramatic reduction to INA's international capabilities and administra-
tive expertise. "We've seen enormous amounts of tax dollars saved," says Wright, "and we hope to
make the INA program a prototype for-other government agencies."

Insuring workers' compensation exposures was once very costly for /c>\
Sea-Land Service, Inc., the nation's largest container ship operator.

"Each of our four largest marine terminals employs over 400 9107541
people," explains Harold C. Krulder, di-

rector of safety engineering for Sea-Land An outside
Industries, the parent company. perspective
"They're involved in vehicle mainte- on in-house
nance, warehousing, and longshoring risks.

-Sea-Land's

operations-all of which are classified as e aar
high-risk activities by OS HA T r

In order to bring.compensation costs down, Sea-Land
launched a self-insurance program three years ago. But this
move meant that Sea-Land would have to conduct its own /--
safety inspections, or find an outside company to do so.

"We felt we needed outside inspectors to give us the
same level of objective expertise our commercial .carrier
had provided," recalls Krulder. Bids were requested from jf
several safety inspection firms.

The contract was ultimately awarded to ESIS, an INA Corporation subsidiary. ESIS' safety
engineers conduct exhaustive quarterly inspections of Sea-Land's primary terminals and file their
recommendations directly with the terminal and Krulder's office.

"Besides helping us meet our own safety standards,” he says, "the ESIS people have proved
extremely adept at spotting potential OSHA violations. Together, we've brought about a steady
reduction in employee accidents.” This fact, coupled.with the cash-flow advantages of self-
insuring, has generated substantial economic savings for Sea-Land.

CBmments Krulder: "ESIS provides me with an extra set of'eyes' in the field. And the quality

of their observations has played a large part in the success of our self-insurance program."

| lagEY..

Decision-making in business insurance has never been more complex. And the financial
implications have never been greater. Today, devising cost-effective insurance programs requires
knowledge, experience, capacity-and a complete range of products and services. Flexibility and
the willingness to innovate are also essential.

INA's ability to combine these elements can assist you in developing practical solutions,- new
approaches, and better strategies. Consult the professionals. Write directly to John Cox,
President, INA Property-Casualty Group, 1600 Arch Street, Philadelphia, PA 19101 or call
(215) 241-2729.

Tbe resources to do it all, tbe strategies to do it right. I N /—\

The Professionals
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That's why he chose The Hartford 's Spectrum to protect his business.

If you've ever worked really hard to make your business pace. It offers an option that covers your business
a success, whether it's a sporting goods store or any property to its full replacement value, regardless of

other business, you know how important it is to your inflation or depreciation.
world. And that it's just as important to protect it. If your business means the world to you, letThe
That's whyThe Hartford offers Spectrum business Hartford's Spectrum protect it. just call an independent

insurance. It provides all the insurance coverages most

e ™ OGO eveseni-The Harford and

\*2569:AL*™) costslﬁigher, Spectrum% coverage can keep tect your worl HOME

LIFE ..., W
Let us protect your world . e rarTForD
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The dreaded qualified captive audit

Accounting standards
demand careful reserving

By Richard F. Denning

ECEIPT.QEA. shbiect for opinipn.qr

cial statements threatens many risk man-
agers. Though the captives may be ade-
quately capitalized and often underwrite
using the fronting insurance company's
case reserves values, auditors in Bermuda
and elsewhere are insisting on tougher
standards for quantifying the elusive in-
curred-but-not-reported (IBNR) reserves.

Of course, there have been sins where
captives have had shockingly small levels
of IBNR reserves even for the long-tailed
liability lines. Today, ignoring loss devel-
opment would be primafacie negligence.
Auditors have become more aware of the
importance of IBNR reserves, and are in-
sisting on analysis more specific than "in-
dustry averages."

Standards for issuing qualified opinions
have changed. An auditor may qualify his
opinion when certain facts cannot be ade-

Canadian

By Frank Dougan

ASIGALLY there.are flvg reasons

tracted to the offshore captive option:

* To calculate for tax purposes contin-
gent loss reserves which would not be ex-
pensible under a non-formalized risk re-

quately demonstrated by the records.The
financial statements are "subject to" con-
ditions or assumptions not demonstrated
to the satisfaction of the auditor. These are
American standards, and foreign account-
ing rules may not conform. However, ac-
counting practices in Bermuda have in-
creasingly been influenced by American
practice, a small consolation for firms with
Bermuda captives.

The term incurred-but-not-reported is
unfortunately not clearly defined in the
insurance industry. However, the impor-
tant issue is to compute an accurate ulti-
mate loss estimate rather than completely
define terminology. The reserve is the
plug between the values currently on the
books and estimates. In the past, IBNR re-
serves for insurance companies were only
of minor significance. The picture is radi-
cally changed today. This is particularly so
for casualty or liability risks because
claims in these long-tailed lines are often
slow to be fully reported and require

tention program.

Obviously, standard commercial insur-
ance avoids the problem of non-deductibi-
lity of loss reserves. However, recently in-
troduced loss financing options also solve
the problem without the expense loading
charged under a standard insurance pro-

gram.

,-96 0%to

Map: Toby Roberts

many years to settle. They are vulnerable
to inflation and the growing liberalization
of legal standards.

Actuaries have struggled to find accept-
able methods for estimating IBNR re-
serves. Judgment and experience still play
major roles, but the latest methods involve
systematic, mathematically-proven
methods which are consistently applied
from year to year. In short, while auditors
recognize that actual results will be differ-
ent from those predicted, the use of for-
mula methods permits one to understand
why the difference occurred and to how to
make a correction in the future. From a
very simplistic view, IBNR caculational
techniques can be characterized as:

- The wake-of-the-boat method.

Time
(months from
policy year

inception) Expected
12 113.7
24 a47.2
36 19.5
a8 8.1
60 3.4
72 1.4

s search for offshore

« To take advantage of tax deferral or
tax avoidance possibilities available via
offshore tax havens.

* For international financial manage-
ment, such as to serving as a channel for
repattiating funds from subsidiaries in
countries which have exchange controls
or currency instability. Also, to facilitate

- The iceberg theory.

« The drop-back-ten-and-punt tech-
nique (see related exhibits).

The essential concern of auditors is that
the experience of the captive supports the
IBNR calculational technique. Thus, fun-
damentally, a captive must have some ex-
perience as the basis of its reserve calcula-
tions. The practical situation is that cap-
tives often find their experience base lim-
ited in time-small premium volume, er-
ratic loss history.

Many captives have only been in opera-
ton for two or three years. Such a limited
time frame does not usually provide the
necessary loss development informaton to
independently calculate a loss develop-

Continued on next page

General liability IBNR as a percent of
discovered losses

Lower 95% Upper 95%

Confidence Level Confidence Level

59.8 216.2
28.0 79.3
12.8 29.8
5.7 11.6
2.3 4.8
0.9 2.1

options

transfer of funds between group com-
panies throughout the world.

*As a basis for expansion into the com-
mercial insurance business.

When a captive moves from insuring
only its parent company to non-related
risks, it is often referred to as an "escaped"
captive. The best example in recent years
is probably the Bellefonte Insurance
Group, a subsidiary of Armco Steel of the
U.S., which wrote over $200 million of
property/casualty business in 1979.

A Canadian example is difficult to find,
but the Chateau Insurance Company, a
subsidiary of Canadian Pacific Enter-
prises, is often cited as a good example.
risk

- For management

purposes.
Among the advantages cited for a risk
management captive are:

Direct access to reinsurers, and cash-
flow advantages from use of reserves held
for outstanding losses.

Operational advantages such as struc-
turing a sound, more efficient interna-

tional risk management program with

reinsurers.

Deductibility of premiums paid to an
offshore captive and admissibility of the
captive's loss reserves for tax purposes are
vital considerations in setting up a captive.

I will now cite the poor reasons for a
Canadian corporation to consider a cap-
tive:

Potential tax benefits. Some tax special-
ists say a properly managed offshore cap-
tive offers the potential for tax deferral
and even tax avoidance.

Most financial officers recognize that
long-term planning based on tax law has
an element of risk. Tax laws can change
and if there is any room for interpretation
of any aspect of the law, the people who

Continued on next page
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Carefully calculate
reserves for IBNR

Continued from previous page
ment curve.

In such cases, there seem to be two po-
tential courses of action. Both require that
the captive use data collection which ulti-
mately permits the development of an
IBNR reserve based on the captive's own
experience. The first plan is to establish
experience based on parent corporation
records. If a proper job has been done of
monitoring loss development by line of
risk, it would seem that parent experience
would be a credible base for a captive
model. An adequate base is often present
if loss runs are stored annually.

The second course is to use the limited
time frame and compare that with more
established industry curves over a longer
time. If there is consistency between the
data and industry curves, it can be argued
that the industry data might be used to
extrapolate or extend the available data.

Even for the general liability, IBNR re-
serves for years prior to the two most cur-
rent will not be a dominant consideration.
Therefore, the ability to establish a devel-
opment curve through the 24th or 36th
month of claim activity should account for
the majority of the reserve. Auditors
might be more liberal regarding the use of
industry data when they appreciate that
its impact on the IBNR reserve is only 10%
to 15%.

Low credibility of loss experience is

more serious than other limitations in the

time span of available data. Credibility is

Richard F. Denning is executive up of Risk
Sciences Group, a risk management con-
sulting firm in Mill Vatey, Calif.

influenced by the size of individual losses
considered in the IBNR calculations.
While large claims can never be ig-
nored, it is very difficult to handle them
when calculating an IBNR reserve for the
captive insurance company. Very few
captives have a sufficient premium vol-
ume to permit the routine analysis of
claims in excess of $100,000 to $250,000 per
occurrence. Providing IBNR reserves for
larger claims might, indeed, pose problems
under the constraints of Financial Ac-

counting Standards Board rule five.

Furthermore. attempting to model the
impact of large claims produces so much
variation that auditors may be skeptical.

The better method is to use the IBNR
reserve for only limited size losses. Rely
on a qualitative evaluation to assure ade-
quacy of case reserves over such a limit.

One subtle key to successfully avoiding
a qualified opinion lies in presentation.
IBNR reserves derive from non-trivial
calculations which are unfamiliar to the
usual auditor. The auditor is not in a posi-
tion to do the calculaton, yet he must be
convinced of its acceptability. Success in
convincing the auditor rests largely on the
work done in preparation. A well-docu-
mented and presented IBNR calculational
procedure should be a combination of pro-
fessional loss forecasts and an annual revi-
sion of loss development and loss payout
patterns. These, in turn, could be used to
develop quarterly IBNR values to monitor
the performance of the captive through its
fiscal year.

On this basis, the experience of the cap-
tive should provide a vehicle to calculate
the appropriate reserves. .

The following are three calculation techniques for IBNR estimation.

Drop-back-ten-and-punt technique

The 'drop-back..." technique is a description of the loss ratio method. In
simple terms, a given loss ratio is assumed and the IBNR reserve is set so
as to provide the assumed loss ratio. For example, if the earned premium
were $100,000, the assumed loss ratio was 0.65 and actual recorded losses
were $35,000, then the IBNR would be:
(0.65) ($100,000) - $35,000
or
$65,000 - $35,000 = $30,000

Such a method is, in fact, legally required during the early years for some
closely regulated lines such as workers compensation and automobile
liabilty. Using such a method would seem to raise serious accounting
problems per FASB j No. 5. However, despite these limitations, a loss ratio
rnethod does have its place in the statistician's bag of tools.

Iceberg theory

The 'iceberg theory" attempts to seek a more objective solution to our
problem. By working exclusively with paid losses, it eliminates the
dependence on consistent case reserving practices so prominent in the
above method. Its theory is that payment patterns are invariant with time.
Ergo, as the mass of an iceberg above the waterline is one-ninth of its total
mass, the ultimate losses for a policy year are the reciprocal of the predicted
percentage paid multiplied times the paid amount at that point in time. For
example, if workers compensation is believed to pay out at a rate of 35%

during the first year, then if these first-year payments total $150,000, the
estimated ultimate loss would be:

1.00 x $150,00 or $428,600
0.35

Major drawbacks of the method are (1) its instability when large losses are
settled, particularly early in the development of a policy year, and (2) the
assumption that the payout rates are constant with time.

Calculational technique
Wake-of-the-boat method

The 'wake-of-the-boat" methods are the most common. These simply
attempt to predict future changes by carefully modeling the past behavior of
incurred losses. These models usually take the form of mathematical fits to
existing data. The chosen fit is then extrapolated into the future. Loss
development curves are the most common example of such methods. The
name suggests its intrinsic limitation, i.e., one cannot navigate a boat by
exclusively looking at the wake." Obviously, considerations such as
changing reserving practices, significant altemation in exposures, or the
emergence of new theories of liability can impact the validity of past patterns

regardless of how well established statistically.

Canadians rate captive insurance options

Continued from previous page
interpret the law are also subject to
change.

To get into the commercial insurance
business. Personally, | think the success
claimed for offshore captives which have
blossomed into full-scale insurance com-
panies has been greatly exaggerated. The
successes are the exception rather than the
rule and even the most successful escaped
captive has had its share of challenges.

If you want to get into tbe insurance
business, you might be advised to simply
imitate I.T.&T. and buy an insurance com
pany. (For a look at the perils of buying
aninsurance company, read "Il.T.&T.'s Di-
saster in Hartford," Fortune Magazine,
May 1975.)

The most effective risk management
tool ever devised to control insurance
costs is competition. Canada may well be
the most competitive insurance market in
the world, especially in recent years.

To cite an example, a major manufac-
turer in Eastern Canada looked into cap-
tives two years ago when its property/ca-
sualty premiums exceeded $1.5 million. In

Frank Dougan is pTesident and chief ezec-

utive officer for Mwns & Mackenzie, Ca-
nadian insurance consultants.

the succeeding two years, despite more
than $5 million in losses, its premiums
have dropped 50% due to competition and
rising risk retention levels.

In a climate like this, it is tempting to
ask, "Who needs a captive?" This, how-
ever, raises the question of whether the
premiums would have reached the levels
they did in prior tight markets if the client
had been in a position to "leverage" a cap-
tive for competitive purposes. | would rate
marketing leverage as the most under-
stated potential advantage of a captive in-
surance company, particularly in times of
tough markets.

For Canadian risk managers consid-
ering the option, | would offer this advice:

- Don't waste too much time exploring
the significance of the Le Gierse decision,
the Carnation case, F.A.S.B. 5 and other
aspects of the U.S. captive scene. While
there is some evidence of collaboration be-
tween the U.S. and Canada, Canada is a
separate sovereign state with its own tax
laws.

- Use caution in accepting reports of
captive activities published in the national
and internatonal press and trade maga-
zines. | find them misleading, not relevant
to Canada, too superficial and unbalanced
in that they tend to emphasize the poten-

tial benefits and de-emphasize the chal-
lenges. They also invariably fail to men-
tion that a captive is only one among
many risk treatment options.

Some care should also be taken in inter-
preting the results of captive surveys.
Who is being surveyed? Are the criteria
relevant to Canada? How many failed to
respond to the survey. and why?

On this latter point, James C. Cristy,
risk manager of The Upjohn Company,
said something in 1965 which is still very
relevant: "While captive insurers and self-
insurance have strong supporters, there
are few detractors,perhaps because those
who have tried such techniques and dis-
carded them are reluctant to advertise
their experience.”

- If you are uncomfortable with risk re-
tention to tolerable loss levels, are you
really ready for a captive? Formalization
of risk retention via a captive doesn't
make it any easier to bear in the event of a
serious unanticipated loss, regardless of
any other attractions a captive may have
for you. Even risk management theorists
concede that coming up with a formula
approach to risk retention does not, make
it economically more viable than other
risk transfer options currently available.

Excluding Canadian subsidiaries of
multinationals whose parent companies
have set up offshore captives, two, maybe
three dozen, corporations in Canada ap-
pear active. What are the prospects for an
increase in this number? | suggest new en-
tries into the field will come from the
ranks of the following:

» Conglomerates with complex expo-
sures seeking relief from the problems of
orthodox insurance or the tax and ac-
counting difficulties of a non-formalized
risk retention program.

« Corporations in a position to control
the insurance purchases of non-related
entities.

= Corporations forced into substantial
risk retention by the very nature of their
operations or a drastic deterioration in pri-
mary markets.

+ Corporations attracted by the inciden-
tal tax advantages of captives in the event
of a marked increase in the corporate tax
burden in Canada.

Apart from companies in these cate-
gories and the international corporations, |
believe that there are enough risk treat-
ment alternatives open to Canadian risk
managers to conclude that a substantial
increase in Canadian offshore captives is
not likely in the foreseeable future. .



“Sure we had insur nce...a .
we shoul ?lave ha

PROTECTION.

Insurance dollars restored
our property. But customers
and sales were lost.

Trained emplovees left.
Profits fell.”

Protection Mutual is committed to protecting
you against disaster...with engineering,
research, seminars, inspections...

customized programs to help you prevent loss.

One of the fastest growing highly protected risk insurance companies. Ask your consultant or risk manager why.

PROTECTION MUTUAL INSURANCE COMPANY
302 South Northwest Highway, Park Ridge, lllinois 60068




64 / business insurance, April 6, 1981

Choosing a captive manager. . .

By KATHRYN J. MCINTYRE insurance brokers dominate the The balance in Bermuda are ume and 33 policyholders, and 85 expertise is Just developing, so the
captive management business, managed either by mdependent other companies

The gem of the risk management especially in Bermuda and in on- captive managers or their own em-
program will shine or loose its lus- shore domiciles

ter in the hands of its captive man-
ager
Matching a manager offering the

Banks get most of the manage-
ment work in Grand Cayman

needed professionals and skills to ness the business in Guernsey

the captive program IS the secret to

prograrn

ployed staff

management fees are about a third

M&M lost the management con- less than in Bermuda

tract in the last year for Nuclear

Over half of the registered ex-

Although 110 management firms Mutual Ltd, the nuclear industry empt companies are managed by
are registered in Bermuda under property insurance company, two banks The Bank of Nova Sco-
U K brokers are trying to har- the insurance law, three managers when former vp and treasurer tia Trust Co (Cayman) Ltd and
control about 30% of the managed- Quentin Jackson set up an inde- BankAmerica Trust & Banking

Two firms in The Bahamas, a company market
maintaining a polished captive local broker and an insurance com-

A multifaceted captive insurance up captives to manage

program demands a management

ance company

tive insurance company range $15,000 to $20,000 for management business soon
from full staffs capable of under- of a relatively uncomplicated cap-
writing and issuing policies, set- tive

tling claims, providing financial

ments

( A )

A.C.C. Insurance Services
Ltd.

P.O. Box 1381, Hamilton, Ber-
muda; 809-295-1159

Year founded 1968

Parent company Associated
Communications Corp Ltd, En-
gland

No. of staff 28

No. of captives managed 9

Underwriting pools Concord
Agency, Bundeslander Agency
Captive must be client to Join pool

Other services Manual and
computerized claims processing,

claims reserve analysis, reinsur-
ance facilities, including access to

third-party risks, accounting and pl

reciprocal premium arrangements
Subsidiaries So numerous, not

reported

1980 Gross revenues Not re-
ported

Principal officers Derek J
Bennett, Anthony Hidden, Michael

J Gregory, Paula
A Forbes

Abbott & Willoughby Inc.

Suite 515, 6845 Elm St., MelLean,
Va. 22101; 703-734-3830.

Year founded 1981

No. of staff 3

Underwriting pools Parking-

No. of captives managed 7

pendent management shop at the Corp (Cayman) Ltd
J&H Ltd m Bermuda IS still the owners' request Retained earnings
pany affiliate, are trying to drum largest manager of captives on the of $73 million and an annualized dependent management companies
island Envious competitors will premium volume of about $40 mil- like Insurance Management Con-
Bermuda offers the largest selec- suggest that many of the 130 com- lion for policies on 28 nuclear sultants Ltd, Compass, a Transna-
team employing the range of pro- tion of the most developed captive panies under J&H management plants justified the formation of an tional Ltd affiliate, and Carribean
fessionals needed to run an insur- management facilities, and gen- are dormant, but president Brian independent management office, Risk Specialists Ltd, the captive
erally the most expensive A com- Hall says only seven 03 tne 130 are Mr Jackson said
Firms competing for your cap- pany can expect to pay at least inactive and they will be starting

Competition is coming from in-

management subsidiary of Ander-

International Risk Management son, Greenwood & Co of Houston

Ltd, the pioneer in captive man-

The brokers are moving into

agement, manages about 85 cap- Cayman, too Johnson & Higgins

Marsh & MelLennan (Bermuda) tives, Including the property insur- recently hired its own chartered
It's estimated that 90% of the Ltd , v ith 86 managed companies, ance pool Hopewell
reports, running underwriting more than 1,000 exempt insurers is the second largest manager in

with $73 million in premium vol-

Thompson, president, John Book-

Other services Manual claims less, John A Keesing, account
processing, claims reserve analysis, managers, Lee R Shealy, claims
reinsurance facilities, including ac- and underwriting manager

cess to third-party business, limited
investment management

1980 Gross revenues Not re-
ported

Principal officers Roger Cor-
bin, president, Jim Gill, treas urer

Alexander International Ltd.

P.O. Box 681, Reid & Burnaby
Sts., Hamilton, Bermuda; 809-
295-3336

Year founded- 1965

Parent company- Alexander &
Alexander Inc , Ave of the
Americas, New York, N Y 10036

No. of staff- 30

No. of captives managed 40

L'%?Jnderwritihg pools HMG
Pool Captive can Join pool without
being a client

Other services Manual claims
processing, claims reserve analysis,

reinsurance facilities, includin-

gaccess to third-party business,in-
vestment management, lossloss
forecasting, managementinforma-
tion systems

1980 Gross revenues Not re-
ported

Principal officers John A Bo-
gardus Jr, president, Robert A
Gielow, Alan C Cossar, David K
Blair, vps, William D Schaff, nnan-
aging director

ton Associates (MGA) Captive can Altamid Management Co.

join pool without being a client

Other services Manual and
computerized claims processing,
claims reserve analysis, reinsur-
ance facilities, including access to
third party business, acquisition-
and accounting for U S fronts,
management for safety and loss
control, feasibility studies

Subsidiaries Parkington Asso-
ciates, Suite 515, 6845 EIm St ,
MclLean, Va

1980 Gross revenues Not re-
ported.

Principal officers LeRoy Ab-
bott, president, Lawrence A Wil-
loughby, executive vp

Absit Insurance

Management Ltd.

809-9494688

Year founded 1976
No. of staff 4

Ltd.

Beneficial Bldg., P.O. Box 2002,
Hamilton 5, Bermuda; 809-295-
2185

Year founded: 1978

Parent company: The Hanna
Mining Co, 100 Erieview Plaza,
Cleveland, Ohio 44114

No. of staff: 10

No. of captives managed: 9

Underwriting pools: Corp In-
surance & Reinsurance Co Ltd
(CIRCL), premium volume $60
million Captive can Join pool
without being a client

Other services: Manual claims
processing, will be computerized in
1981, claims reserve analysis, rein-
surance facilities, including access

American International Co.

Ltd.

P.O. Box 152, Hamilton 5, Ber
muda, 809-295-2121
Year founded: 1947

accountant to staff an office, the

The other large brokerage sub- first broker to open up shop in
pools and investing assets to the old registered in Bermuda are man- Bermuda A staff of 64 in the new sidiary operations in Bermuda are Cayman

one-man accounting shop which aged by captive management com- Marsh & McLennan House on run by Alexander & Alexander
issues periodic financial state- panies Of that 90%, about 75% are Front Street manages the giant and Frank B Hall & Co, each about 10,000 pounds to manage a

managed by affiliates of brokerage Nuclear Electic Insurance Ltd, managing about 40 captives
Subsidiaries of U S commercial firms

U K brokers in Guernsey quote

company, but some prices are as

In Grand Cayman, the insurance low as 500 pounds

. . . .from Br s worldwide director

Sources

Information in this directory of captive management firms was
compiled by Business Insurance from data suppied by the firms.
The profiles include total staff, corporate officers, number of cap-
tives under management and a hsting of special services, including
claims handling, investment management and tax advice

Parent company: Argus Insur-

Other services: Manual and

Parent companly: American_In- ance Co Ltd, Argus Insurance computerized claims processing,
n

ternational Gro%p
New York, N Y 1

No. of staff: 55

270

No. of captives managed: Ap-
proximately 35

Undepwriting pools: Sumit |l
Treaty, $30 mifion premium vol-
ume Gives preference to AIG cli-
ents

Other services: Any insurance
service needed coordinated from
Bermuda office with AIG world-
wide facilities Includes manual
and computerized claims pro-
cessing, claims reserve analysts, re-
insurance facilities, if requested,

¢, 70 Pine St. Bldg, Hamilton, Bermuda

No. of staff: 6
No. of captives managed: 7

claims reserve analysis, reinsur-
ance facilities, including access to
third-party business, feasibility

Other services: Computerized studies, loss and inspection engi-
claims processing, claims reserve neering, full underwriting for asso-

requested, access to third-party
business

analysis, reinsurance facilities, if ciation clients

Subsidiaries: Association Insur-

ance Consultants (Cayman) Ltd,

1980 Gross revenues: Not re- Cayman Islands

ported

1980 Gross revenues: Not re-

Principal officers: E J Sams- ported

bury, Warren D Sproule

Armco Insurance

including access to third party Management Ltd.

business, feasibility stLdies, engi-
neering programs, fronting

P.O. Box 2004, Hamilton 5, Ber

1980 Gross revenues: Not re- muda; 809-295-5207

ported
Principal officers: Joe Johnson,
president of American Interna-

Year founded: 1971

Parent company: Armco Inc,

tional, Robert S Davis, director- Middletown, Ohio

captive operations, Bruce Thorne,
underwriting manager-captives,
Paul Robinson, manager-captive

accounting

Anistics Inc.

No. of staff: 26

No. of captives managed: 25

Other services: Computerized
claims processing, claims reserve
analysis, reinsurance facilities, in-
cluding access to thrid-party busi-
ness, investment management, en-
gineering, loss control, under-

1600 Broadway, Suite 1630, Den- writing, actuarial, aacounting, and

ver, Colo. 80202; 303-839-1007

Year founded: 1971

feasibility studies
Subsidiaries: Member of the

Armeo Insurance Group that in-

Parent company: Alexander & cludes Bellefonte Cos, Northwest
Alexander, 1212 Ave of the National Cos, British National and

Americas, New York, N Y 10036
No. of staff: 3

No. of captives managed: 4

American Druggist
1980 Gross revenues: $420,000
Principal officers: Clive W

Other services: Manual and Himsworth, general manager, E
computerized claims processing, Edward Morris, vp-finance, Mi-
claims reserve analysis and evalua- chael G Baylay, controller

tion, reinsurance facilities, invest-
ment management if requested,
loss forecasting

1980 Gross revenues: Not re-
ported

Principal officers: Peter Den-
sen, president

to third-party business, risk man- Argus International
P.O. Box 1549, Heritage House, agement analysis, tax and legal ad- Management Ltd.
Mary St., Grand Cayman, B.W.I.; vice Two new pools to be formed

in 1981
1980 Gross revenues: $833,000

1064, Hamilton 5, Bermuda; 809-

Principal officers: Duane E 295-2021

Allen, chairman, Richard S

Year founded. 1971

Association Insurance

Consultants Ltd.

Principal officers: John J Mat-
tenas, president, Michael F Bott,

executive vp, Richard G Cound,
controller

Atlas Management Ltd.

Dallas Bldg., Victoria St., Ham-
ilton 5, Bermuda; 23073

Year founded: 1973

No. of staff: 2

No. of captives managed: 4

Other services: Manual claims
processing

1980 Gross revenues: Not re-
ported

Principal officers: Harry New,
president

Atrein Consulting Corp. Ltd.

Trimingham Bldg., Hamilton,
Bermuda; 809-295-5688

Year founded: 1978
Parent company: Aneco Rein-
surance Co Ltd, Trimingham
Bldg, Hamilton, Bermuda
No. of staff: 5
No. of captives managed: 11
Other services: Manual claims
processing, claims reserve analysis,
reinsurance facilities, including
access to third-party business, in-
vestment management, tax and

The Kenwood Bldg., P.O Box legal assistance, access to European
2003, Hamilton 5, Bermuda; 809- money management, accounting

295-3073

Year founded: 1978

Parent company' Affiliated

and financial services, access to re-
insurance underwriting consulting
firm

Subsidiaries: Aneco Group of

with | M of America Inc Washing- America Inc, 111 John St, New
Argus Insurance Bldg, P.O. Box ton, D C

No. of staff: 7

York, N Y 10038
1980 Gross revenues: Consoli-

No. of captives managed: dated with Aneco Reinsurance, not

Eight, mostly association captives

reported



Principal officers: Marius M.
Dier, assistant vp; Andrew Barile,

president-Aneco Group of America
Inc.

= J
B. F. & M. Management Ltd.

Scarborough House, Pitt's Bay
Road, Pembroke, Bermuda; 809-
295-5566

Year founded: 1969.

Parent company: Bermuda Fire
& Marine Insurance Co. Ltd.

No. of staff: 10.

No. of captives managed: 46.

Other services: Manual and
computerized claims processing,
claims reserve analysis, reinsur-
ance facilities; investment manage-
ment.

1980 Gross revenues: Not re-
ported.

Principal officers: James Pear-
man, president; E. H. Trimingham,
vp.; C. R. Ranee, managing direc-
tor; K. R. Lugg, manager/secre-
tary; J. A. Wilkins, treasurer.

Bott & Associates Inc.

The Kenwood Bldg., P.O. Box
1087. Hamilton 5, Bermuda; 809-
2924564

Year founded: 1979.

No. of staff: 7.

No. of captives managed: 14.

Underwriting pools: No pools,
but underwriting agent for: River
Plate Reinsurance Co. Ltd., Kansa
General Insurance Co. Ltd. and
Kansa Reinsurance Co. Ltd.

Other services: Manual and
computerized claims processing;
claims reserve analysis; reinsur-
ance facilities, including access to
third-party business; preparation
of feasibility studies.

1980 Gross revenues: Not re-
ported.

Principal officers: Michael F.
Bott, president; John J. Matternas,
executive vp; Donald R. Storey, vp;
Raymond Stenning, treasurer.

British American

Management Ltd.

51 Frederick St., P.O. Box N-
3005, Nassau, Bahamas; 809-322-
2694

Year founded: 1980.

Parent company: British
American Insurance Co. Ltd., 51
Frederick St., Nassau, Bahamas.

No. of staff: 10.

Underwriting pools: British
American First Surplus Treaty.
Captives become clients when they
join pool.

Other services: Manual and -

computerized claims processing;
claims reserve analysis; reinsur-
ance facilities, including access to
third-party business; investment
management; on-line communica-
tion system with U.S.

Subsidiaries: British American
Management Ltd. (Cayman), Brit-
ish American Management Ltd.
(Bermuda)

1980 Gross revenues: $360,000.

Principal officers: Justin N.
Tierney, president; David L. Wat-
son, vp/secretary; R. Payton
Woodson, chairman/director;
David Thurlow, president/director
of British American Insurance Co.
Ltd.

C

Caribbean Risk Specialists
Ltd.

P.O. Box 1064, Guinness Mahon

Bldg., 2nd floor, Grand Cayman,
B.W.l.; 95755, 95649.

Year founded: 1980.

Parent company: Anderson-
Greenwood & Co., Houston, Texas.

No. of staff: 3.

No. of captives managed: 9.

Underwriting pools: Tasco,
premium volume $5 million. Cap-
tive can join pool without being a

client..

Other services: Manual claims
processing; reinsurance facilities
through Houston; access to third-
party business only through Tasco
pool; handles all banking transac-

tions.
1980 Gross revenues: Not re-
ported.

Principal officers: Bill Gilbert,
president; Christopher Simmons,
vp.; Turney M. Rankine, financial
manager; Kathleen Bodden-Evans,
corporate administrator; John Cal-
tadiano, senior consultant.

Continued on next page
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- CAPTIVES AND SELF INSUREDS -
PROTECT YOUR BOTTOM LINE WITH AGGREGATE REINSURANCE

What is the maximum amount you might lose next year?
Without aggregate excess of loss reinsurance, that's a tough question to answer.
Even if you have an aggregate cover, but it doesn't protect
your entire portfolio - you're still guessing.

Donald F. Muldoon and Co., Inc.

offers an aggregate excess of loss facility that has

a number of advantages:

- Multiple line coverage under one aggregate contract
* $2 million in automatic reinsurance capacity from a
Best's "A". - rated company, plus additional limits if required.

= An occurrence form

- Attachment on either a fiscal year or policy year basis,

for true portfolio stabilization.

< Economic cost of coverage, because only one contract is required.

For more information, call us or have your agent or broker contact:

Donald F. Muldoon & Co., Inc.

99 John Street, New York, N.Y. 10038

Tel. 21 2-964-2996

IT'S

Telex 125120

... Some one made processing optical claims as

fast and easy as we've made drug prescription
claims.

We just did!

Now, we've added PAID Vision and Hearing
to PAID Prescriptions, increasing the scope of
our multibenefit services to the 6,000,000
people covered by the PAID card.

And, we've added another feature that
makes PAID the card your people can't do
without - online verification. The minute your
employees are eligible, providers can verify
the services allowed them. All it takes is a
simple telephone inquiry to our computer
system. No more annoying wait: no more
disappointed people.

It's also about your time

... As fiscal intermediary, we relieve yoii ot all
the paperwork and time-wasting confusion in
processing benefit claims. The best part is
PAID saves you the cost of faulty claims -

usually, this feature alone is enough to cover
our low administrative fees.

We led the way in drug claims benefit pro
cessing. You can be sure of one thing: when it
comes to innovations, PAID will always be
leading the way to serve you better. PAID is a
totally independent service - there are no
strings attached to big pharmaceutical
companies. We're backed by Computer
Sciences Corporation, the world leader in
computer problem-solving and information
management. We share the world-wide
resources and expertise of CSCs 14,000
specialists ... the builders and operators of the
international INFONET remote computing
network ... managers of a half-billion dollars in
computer facilities and equipment ... NASA's
partner in space-craft tracking, launch control,
and data systems.

Let us tell you how PAID fills your prescription
benefit needs. Call or write for our brochure.

PAID PRESCRIPTIONS

A SUBSIDIARY OF COMPUTER SCIENCES CORPORATION

235 Frisch Court Paramus, New Jersey 07652 (201) 845-9000
Major Offices and Facilities throughout the United States.

1301 / W
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Self insuring
workers' compensation

Workers' compensation. Malpractice.
Product liability. Fire. Auto. Whatever the
casualty or property exposure you've
thought about self insuring, we can tell you
about potential cash savings, as well as
provide all the help you need to effectively
manage risk.

We're St. Paul Risk Services, Inc., a
subsidiary of St. Paul Fire and Marine
Insurance Company. That's an affiliation
that gives us more than 125 years of
property and casualty risk management
experience.

We start with a feasibility study. It
includes an analysis of your present
insurance program, claims loss history,
financial position and future plans. We can
tell you very early in the game whether it's a
big gamble or not.

If you decide to move ahead and plan for
a workers' compensation or other type of
self insurance program. we can provide a

part or all of the services. Actuarial studies.
Loss prevention and control. Industrial
hygiene and environmentallaboratory
testing services. Claims administration.
Reinsurance and excess coverage
placement through licensed agents and
brokers. Complete handling of a risk
management and self insurance package if
you desire.

Think about it. Then give us a call. A
winner's hand with a big cash-in could be
yours for the taking.

&St'hul®

RiskPlan

St. Paul Risk Services, Inc.
230 Hamm Building, 408 St Peter Street
St. Paul, MN 55102 (612) 221-7203

Continued from previous page
Corroon & Black (Bermuda)
Ltd.

Dallas Bldg; 5th floor, Victoria
St., Hamilton 5-31, Bermuda; 809-
295-3246

Year founded: 1967.

Parent company: Meridian In-
surance Co. Ltd., Bank of Bermuda
Bldg, Hamilton, Bermuda.

No. of staff: 5.

No. of captives managed: 16

Other services: Computerized
claims processing, loss reserve
analysis, reinsurance facilities, in-
cluding access to third-party busi-
ness; investment management.

Subsidiaries: Corroon & Black
(Cayman) Ltd., P.O. Box 705,
George Town, Grand Cayman,
B.W.I.

1980 Gross revenues: $300,000.

Principal officers: John J. Lor-
han, president/CEO.

Crum & Forster Managers
(Bermuda) Ltd.

Hamilton, Bermuda; 809-2954169

Year founded: 1980, formerly
Blades Management Co., 1971.

Parent company: Crum & For-
ster Insurance Co. (Bermuda) Ltd.,
Hamilton, Bermuda.

No. of staff: 32

No. of captives managed: 23

Other services: Manual claims
processing; reinsurance facilities,
with access to third-party business.

Subsidiaries: J. H. Blades & Co.
(International) Ltd., Hamilton,
Bermuda.

1980 Gross revenues: Not re-
ported.

Principal officers: George W/.
Lee, president.

E.H. Crump (Bermuda) Ltd.

Bermudiana Arcade, Queen St.,
P.O. Box 1224, Hamilton 5, Ber-
muda; 809-295-5921

Parent company: Crump Re In-
termediaries Inc., 5350 Poplar
Ave., P.O. Box 171336, Memphis,
Tenn. 38117.

1980 Gross revenues: Not re-
ported.

Principal officers: Sydney A.
Stewart Jr., Donald A. Thomas,
Michael E. Fisher, Keith B. Spurl-
ing, Phillip R. S. Hancock.

G

Arthur J. Gallagher & Co.
(Bermuda) Ltd.

Dallas Bldg., Victoria St., Ham-
ilton 5, Bermuda; 24654

Year founded: 1972.
Parent company: Arthur J.
Gallagher & Co., Gould Center,

Golf Road, Rolling Meadows, lll.
60008

No. of staff: 3.

No. of captives managed: 7

Other services: Computerized
claims processing; claims reserve
analysis and adjustment; reinsur-
ance facilities; feasibility studies.

Subsidiaries: Gallagher, Hinton
& Vereker Ltd., London, England.

1980 Gross revenues: Not re-
ported.

Principal officers: John P. Gal-
lagher, president; Robert E. Gal-
lagher, vp; Harry New, managing
director.

Gibraltar Underwriting

Services Ltd.

Suite 20, Leon House, Gibraltar;
73037

Year founded: 1978.

Parent company: Redbridge
Holdings Ltd., Suite 2C, Leon
House, Gibraltar.

No. of staff: 4.

No. of captives managed: 10.

Underwriting pools: In process
of forming pool for 1982.

Other services: Manual claims
processing; investment manage-
ment through associated company;
expert U.K. tax/planning advice;
formation and management of off-
shore investment companies
through associated company.

1980 Gross revenues: 40,000.00
pounds sterling.

Principal officers: Mr. J.D.
Hassan, Miss M.P. Grech.

S.H. Grayston Management
Ltd.

14 Queen St., P.O. Box 1428,
Hamilton 5, Bermuda; 809-292-
1240

Year founded: 1977.

Parent company: The Grayston
Corp. Ltd., Hamilton, Bermuda.

No. of staff: 8.

No. of captives managed: 24.

Other services: Manual and
computerized claims processing;
reinsurance facilities, including ac-
cess to third-party business; invest-
ment management services in Ber-
muda; structuring insurance pro-
gram; accounting; formation of
company; compliance with insur-
ance regulations.

1980 Gross revenues: Not re-
ported.

Principal officers: Stuart H.
Grayston, Peter H. Grayston.

H

Frank B. HallManagement
co.

Suite 103, 7409 S. Alton Court,

Englewood, Colo. 80112; 303-773-
3433

Year founded: 1972

Parent company: Frank B. Hall
& Co. Inc., Briarcliff Manor, N.Y.

No. of staff: 13 plus part-time.

No. of captives managed: 10

Underwriting pools: Pools un-
derwritten and managed by Union
Indemnity Insurance Co. Captive
must be client to join pool.

Other services: Manual claims
processing, being computerized;
claims reserve analysis; reinsur-
ance facilities, including access to
third-party business; investment
management; claims auditing; loss
control services; computerized loss
control reports, in process.

1980 Gross revenues: Not re-
ported.

Principal officers: James A.
Jaeger, president/CEO; Alverd C.
Stutson, vp-operations.

C.E. Heath Agencies
(Bermuda) Ltd./C.E. Heath

Insurance Broking (Bermuda)
Ltd.

P.O. Box 1801, Hamilton, Ber-
muda; 24241

Year founded: 1977.

Parent company: C.E.Heath &
Co. Ltd., 151/154 Minories, Lon-
don, EC3, England.

No. of staff: 6.

No. of captives managed: 7.

Other services: Manual claims
processing; claims reserve analysis;
reinsurance facilities, including ac-
cess to third-party business; invest-
ment management.

Subsidiaries: C. E. Heath
Group, worldwide.

1980 Gross revenues: Not re-
ported.

Principal officers: R. A. Bell, J.
K. Lawrence, A. Kilby.
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agent/broker topics

difficult

It's a

road to

travel

A confused gentleman has just entered a store filled
flwith computer printouts, terminals and displays. His
question? "Is there a computer that | can buy to tell me
which one | should choose?"

In this case, the gentleman was only a cartoon character
in a recent New Yorker magazine. But real people, espe-
cially agents and brokers, face the same thoughts every
day as the rush to automate moves at a faster and faster
pace.

The questions are many. Should businesses add a good
accounting system, or is a machine that can take and sort
hordes of policy information necessary? If the choice is
accounting only, will a less-expensive batch system do the
job, or is the answer one of the flashy minicomputer sys-

If the agency needs more than accounting, then which
system has the flexibility needed for future growth? How
much will it cost? Can the agency afford it? Is the system
reliable? Will the vendor be out of business tomorrow?

Most importantly for any decision, will the agency or
brokerage be getting its money's worth?

Agents and brokers looking for the one "right" answer
are bound to be disappointed. There's isn't any. And even
well-planned firms face a long, tough road to automation

In this issue of Agent/Broker Topics are the stories and
advice of some of the agencies and brokerages that have
traveled that road. The answers they relate may be right
only for them, but they do illuminate some of the

down

tems now on the market?

KANSAS CITY, Mo.-Melodee Johnson was
flabbergasted.

When she and other officials of the Independent Insurance
Agents of Kansas and Independent Insurance Agents of Mis-
souri came up with the idea of an automation fair to instruct
local agents about computer planning, she expected that 50 or
60 agency administrators would show.

As she stood in the Kansas City hotel ballroom, however,
Ms. Johnson could tally nearly 200 agents, computer vendors
and assorted onlookers. The fair had been a success beyond
her wildest expectations.

Ms. Johnson's reaction may have been common to every-
one except agency and brokerage principals who, for a
number of reasons, have become desperate to learn more
about the little black boxes they call agency minicomputers.

Those principals, who hadn't even heard the word "inter-
face" five years ago, now talk computerese with the best of
them, discussing the relative merits of Redshaw over Insur-
net over the newer software programs currently being devel-

oped by insurers.
It's almost like many agency principals are
turning into computers themselves.
Despite all the talk, most agen-
cies haven't taken the leap
yet. Sources put the

Nnumber of

agen-

Inside:

Old and new systems find

techniques all businesses must follow.

ALTERED STATES:

cies

and broker-

ages who have au-
tomated at from eight
percent to 10% of the total

Nnumber.

But that doesn't stop the worry of some
agents that fear they haven't made the transition
from man to machine quickly enough. These agents
ask not only whether they should automate, but whether
their present system does enough for them.

Unfortunately, experts say, many agents err and turn to
the software and hardware vendors for the answers to those
questions.

That's a big mistake, says Frederick B. Karl, general coun-
sel of the Florida Association of Insurance Agents.

According to Mr. Karl, and most other experts in agency
automation, the first step must be to plan, plan, plan. Without
a detailed three-year or five-year plan that shows exactly
from what areas their revenues will come there is no use in
seeking any system.

Agencies must discover several facts before they even
begin to delve into the problem of which system to buy, Mr.
Karl says:

* There are no pat solutions.

« Because no two independent insurance agencies

are exactly alike, no single, simple automation
plan is suitable for all.

+ No two agency principals are ex-

actly alike. Some have more

money than others,

some are manage-

ment ori-

ented

Indianapolis backers, page 66B - State
Farm initiates its automation move, page 66F -
Haste makes waste in agency computer plans, page 66N

Has today's agency automation frenzy
further closed the gap between
man and mini-computer?

while

Stories by

Dave Galanti

others con-

cetrate on selling

and leave management

to others. A few have meehan-
ical aptitude and want to watch

something work. Others want to be the

first to own a computer. Their approaches to au-

tomation are as varied as their attitudes and aptitudes.

* Not all agencies should automate now (see story, page
66N).

- Each agent must appraise his own needs and then move
to solve them. Different software vendors offer different
programs. One is suited to whatever particular needs an
agency has.

- Every agent should move slowly, cautiously and conser-
vatively. The agent should give himself enough time to do
the job right.

- If an agent doesn't have the interest or time to -do it right,
he must hire a person either on a full-time or consulting basis
to help him with the decisions.

The next step for agents who are beginning the automation
path is to realize what automation can and can not do for
them, says Chicago automation consultant Carol Stacey.

"Agents should look at automation as a way to elimi-
nate repetative tasks on a regular basis," she says.
"It's only a tool. If agents don't use it pro-

perly, it will be of no help whatso-

ever. It's not going to read your

continued on page 66C

lllustration: Mit PAggee
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Two plans:
Agency glad it bought 1978 system

1

Management Advisors' system is easy to
operate. say Nanc¥ Hutson and Bob Mikels.

INDIANAPOLIS-William J. Garrity has a suggestion for
agencies who need a computer now but wonder whether they
should wait for software improvements before making the big
jump.

Don't.

He didn't, and his Management Advisors Inc. ageney is three
years ahead of the game as a result, says Mr. Garrity.

Management Advisors owns a system sold by Insurnet, a San
Francisco-based software vendor. The Indianapolis agency's
version includes six terminals (five in Indianapolis plus one in
a Layfayette, Ind. branch office), two letter-quality printers,
one 300-line-per-minute high-speed printer and a slower, 160-
character-per-second printer in Layfayette.

The system was installed in August, 1978.

"If you need the equipment, you need the equipment,” says
Mr. Garrity. "And if you discover you need it, buy it today. So
what if things change. You can't wait for the best time to buy
equipment because there may be no best time."

That's the decision he made in 1978. When he took a look at
the planned growth for Management Advisors, Mr. Garrity felt
he needed to switch from his batch system to a mini-computer.

"One of the initial things we thought we could do was to
save money by going from a batch system to our own." he says.
"That turned out to be false, although we did see improve-

ments in getting our statements more quickly with better con-
trol.

"You know, nobody says they buy these systems for ac-
counting purposes," he adds. "But the accounting aspects are
important.

"Mini-computers give a flexibility that a batch system just
can not. We didn't buy our system for accounting reasons,
either, but last year we were glad we had a good system be-
cause we bought several agencies at a time when interest rates
were high. We needed to know where every cent we iwned
was to pull it off."

Mr. Garrity says he's happy with his Insurnet system, al-
though he backs it up with the disclaimer that he isn't in the

computer sales business.

"We came up with specifications three years ago and at that
time this was the only system that could meet our needs," he
says. "We needed a system where we could do different
functions at the same time. Except for the closing period at the
end of the month, we can. That doesn't seem like much, but it
makes a big difference to us. There are other features we like

as well."

The main reason Management Advisors made the deci-
sion to go to an in-house system, however, was for marketing
purposes. The six-office agency is heavily into mass marketing,
and needs the flexible policy information obtainable though a
computer.

"We really use it as a marketing tool," Mr. Garrity says. "We
feel we need to identify prospects who have, for example,
homeewners coverage but don't have auto or medical insur-
ance. You simply can't do that with a word processing system
alone.

"1Ne're expanding our group and life departments because of
the information we can get from our computer," he adds.

Mr. Garrity admits that he would like his system to do more
eventually, but for now he's satisfied with its present
functions.

"For this agency, as long as the computer does the account-
ing and marketing functions in the numbers we do it here we
think that we are getting our money's worth," he says.

"Of course, there is a lot more that we can't do yet," he adds.
"We can't crack our claims business on it yet. Our employee
benefit department isn't on it. If you listed our priorities for
the system, we're probably only down to number four.

"Bur to do these we would have to design some software to
add to the system,” Mr. Garrity explains. "We could do it now,
but we would have to get people in here from 4 p.m. to mid-
night :o0 do it. When you weigh that in terms of cost, motiva-
tion, etc. you find it may be better just to wait until you can do
it with the staff you have now.

"wWwe'll take it one step at a time."” .

Broker waits, then buys ideal system

INDIANAPOLIS-After a year and a
half of trying, Salen Herke finally has his
new computer.

It wasn't as if he wouldn't have preferred
to buy one sooner. For 18 months, the pres-
ident of Herke Insurance Center here had

. sorted through the maze of pamphlets, arti-
cles and advice about agency computer sys-
tems and just couldn't find the one he
wanted.

Finally, Mr. Herke found the computer
that would make him happy-a new sys-

tem written by EBS thpt teamed with Data

General hardware.

He was so happy with the system that he
disregarded the old adage that says agents
shouldn't buy a system unless they have
seen it in operation in another agency.

The result-a happy one for now-is that
the agency bought its system for $61,000
and serves as a test firm for the vendor.
Mr. Herke got the hardware and software
he wanted. EBS gets his advice on how to
improve its software package.

"This is a new system with a highly so-
phisticated accounting function," boasts Mr.
Herke. "It's also very flexible-you can set
up your own profit centers, multiple busi-
nesses or anything we want. The program
is written in COBOL, a sophisticated com-
puter language, and the system itself is
very fast.

"We purchased a lot of memory and that.

helps in the speed in which the computer
functions and how much of the program-
ming it can hold."

Herke Insurance's system includes
eight video display terminals, a high speed
(300 lines per minute) printer and a slower,
letter-quality printer. Both the software
and hardware can be added on to for future
growth, Mr. Herke stresses.

"The trouble with many mini-computer
systems for us is that you can't alter the
software," he says. "With Redshaw, you
take or leave what they have. To alter the
ARC (Agency Records Control) system is

very costly. And those aren't the only two
instances.

"Each system has its benefits, but none
were right for us. Some were too personal-
lines oriented, other firms had what | felt
might be financial problems in the future.

"We have taken a risk with the program
we chose because it is new and the vendor
isn't totally established yet. | don't think
that the firm will fold, however, because
the software is so good.

"We can expand quite easily," Mr, Herke
continues. "Ours can handle up to 256
terminals and | don't see the need for that
many in the future. And the hardware is
expandable as well."

Mr. Herke says one of the main benefits
of his system is that it can contain an over-
whelming amount of policy information.
Limits, endorsement information and
claims data for each policyholder quickly
appear on the screen.

The system calculates and prints payroll
checks and keeps track of payments and
accounts receivable. It also keeps track of
the agency's bank accounts to reconcile
with the statement provided by the bank.

The software is easy to use, Mr. Herke
adds, because the computer flashes a series
of menus, or a display of available
functions, that lead employees directly to
the needed information.

Despite the possible pitfalls of being one
of the first to test a new mini-computer
system, Mr. Herke says he relishes the idea.

"Right now, | am in the thick of things,"”
he says. "If something goes wrong, | can get
on the phone and call the president of the
vendor. | like that. Plus, | have a lot of
input on what improvements are made in
the computer software's capabilities. | like
that, too.

"After all, there is no reason why the
computer's development has to stop here.
There are many things that can be done in
the future, particularly in the transfer of
information between agencies and insurers,
kicking out differences between their data

and ours.

"Companies talk a lot about interfacing
on accounting and policy changes, but to
me, claims are the number one priority,"

he adds. "If we could interface totally on
that kind of infcrmation we could do a

much better job."

For now, hiwever, Mr. Herke is still
working on gett.ng the system up and

operating. Though most of the information

has already been ?ut into the system, he's
still working at checking and double-
checking its accuracy until he is certain
that all is well.

He's also pushing for some subtle
changes in the software to adapt it to his

needs.

"I'm looking for a system that causes the

< s

least amount of adaptation for our 35 em-
ployees," Mr. Herke says. "Right now, the
software is set up to print all invoices and
letters at the end of the day. I'd spend a lot
of money to change that-it isn't efficient
for us. So we're looking to change it."

Mr. Herke says he's looking forward to
the day when everything is up and running
and he must no longer rely on his old sys-
tem. It will -be then that the agency can
really take advantage of the benefits his
new computer system can offer.

Fortunately, Mr. Herke says, that day is
not too far away.

"If we can get this system up and run-
ning in six months we'll be so much better
off than if we hadn't gotten it," Mr. Herke
says. "l think things are going to work out
just fine."

= 4 .__!—__'1

"Our new system is very flexible." boasts Salen Herke. "It is written in
COBOL. a sophisticated computer language, and the system is very fast."
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Many agents don't realize fhat data also ren , , dated and agency migh just s:n-ply e.stgrow rancially sound <vendors have Sys,teRS© rsnes= Anna be@k bet<i)

there are many alternative ways to proofed as it is entered Other than the system
solve different problems Not an
agents need to go to a minicom-"'
puter, or even automate at all, she
says Different agencies w:11 need
different levels of sophistpr-» « -

"The ftist level of sopi +- nori
Rs the quiill pen--doing ¢ -«: :11.77
manually," she says

And there are 3611 some good

agencies on th,& system Look, If
you are growing 15% a year, not
tonng any people, and have a han- -
dle on your finances and custome,
ser'v,ce, then there's no need 10 +2*n

*Z«

>,'16,,1,2'6,1"<i %, ,

a t

change "

For th@se - - - .- that need a
httle bit more,, c ks the service
bureau t

"Many agencies use a service bu &
reau to do its financial data, but not 1
80 many use these to the,l fullest
extent," Ms,, Stacey says "Agents 16
can get a lot of the same things
from their service bureaus that
they could get from a smaij com-
pates-it Just won'the as timely." *

The next step still uttlize, the
service bbreau, but a terminal is
used lo input date

“ihe advantage of this type of
automation is that you're not mak-
ing a long-term financial commit- S r
ment," Ms Stacey says "You can .
cancel the service if yeu want Yed e 4941 *
can experbment w}th the terminal
And if you need beip st comes to | f.
you from the service bureau«Ca
their responsibility ' -

T.*e final_level of so’?hisfic_:aton 1 5: 1
spieads inmany directions. Agents ..."' "4:.-5-'tr' - !
w,th heavy interest in mass mar-
keting may be able to get along
wKh sopbisticated word precessing focu
machines (Others may choose a N
simple, one-terminal , - - - r- sys-
tem Larger agencies -11: ,robabl,/
choose muj titerminal, relatively c=.
complex minicom=>tter and soft = .
ware systems.

it'4>" 3 + A
*

. r-.

Cimp.IM-1.6,4 Lf-

The determising factor ve]1 be
which type of machinery can help :
meet the agency's goals while still r
being within the firm's pocket-
book, Ms Stscey says

"The question is not what should
| buy but wby should | buy some-
thing " she says "The vendors are
going to create e market for what- =
eve: Bey produce The agent's Job , ,
is to challenge the vendor to see if ',
he can dellver the machinery that
can help the agent achieve bis -
goals ' -

Each level d v- 1 cation has
pluses and mt,4. - agrees JR 11
Chapman, of Chapman-Sander Inc
in Web.ter Groves, Mo In a speech
at the Mid-Amenca Automation
Fair. Mr Chapman outlined the
advantages of each

"Wpth a batch processing system,
the agency encodes the data to be
put into the oystem. then it is held
by the service bureau until the end
of the month. Then the data is run

"When one of my domestc dients asked
for he[D On - - overseas exposure, 1
hes,ta:ed in'e' 42, rona[ seems.o''5 ,04-

it is Cont:nental's people handle all the e
details Smoothly And professionally In
fact, | find i can handle my nsks across the
cated. [ tho.jg[ A ['d be over my hez, 1 hen Pactf,c as eastly as across the street"
Contmente,fs [ntern:HonE[ ,C-,03 siccoed
in They made R easy. Now, *r, p: - :c'-
national bumness all rm:s the Pac' .c.

through the ser-v,ce bureau's com-
puter all at once at the end of the
month and the data m updated and f
returned in computed form.

A whole world of premium volume is out
ther va,Eing for you, too Why not let

contmued on next pe,ge te in-house mZ=t©emputers.

—1F — -

Make it your Ibusiness

“"Some daily and weekly reports

Guam Saipan New Z: aland My premium rr +56-- fet's international specialists and
Vo|Iime has jumped EL :'8 :8'i'"-, And its network of 24 aff,[tates mn 70 countries

what surprised me most was how mmple he p you get a share of this business?

subsidiaries d The Conienental Corporation
80 Maiden Lane
Ne# Yock, NY 10038
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Broker awaits future software improvements

CHICAGOu-Mack & PB.ker already has a 06mputer sys- "As a result, we decided we needed an on-line automated - "We know that to develop a system sophisticated en-ough

tem Even so, it is looking toward the future claim system We decided we ne@ded a system where we for our needs will take millions of dollars and many man-
One only has to look at new president Edward Mack IlI's could order policies and endorseinenls automatically, pre- hours," he adds "There are a lot of factors that go into
downtown office here for proof pare insurance summaries easily and maintain.good ac- consideration of a system, and we want to make sure '
"l.eventually plan to ha e a germinal jn here for myself," counting procgdures ".. 2 everything is OK before we make a move " .
Mr NEEK SaY5 PREIG Up 3 Lar TRat Wi Shis Ry e 3e  Ba&y %594 miial system dosn't com'pletely 111 that When he does commif to a final computer system, it
his personal 11nk to the system bill, but it is an improvemeént It gives-the agency improved likely will have three aspects most important to his firm’
. But right now | have to look around for someone who's accounting and word prodessing capabilities. but lacks the , "Our sy.stem must have complete insurance summary ca-
sick or 6ut of the office and use theirs " spedd and convenience Mr Mack would prefer - pak)ihtiesfor us and our clients,"” Mr Mack says "Second, it

Mack & Parker is,in midst,o
an m-hbuse, termlnamﬁw

grouping that wil aII,ow? norizon of aCé:ounting, word pro- couple of more,y?arﬁ, ge
cessing and marketing functions based on oné set of policy- The agency is locke

transformation from must have the ability to institute several transactions with

ren Datc system to a piopbsed For those Bapabilitid.' the agfncy will ha4 to wait a one acdess to the computer-such as being.able' to order.

endorsements, bill clients and perform o

intoa leakind Parangement with the mformation put into the system once Last, the system must

er duties from-

holder information hardware manufdcturer for twc more years Also,.Mr have the ability to use a sophisticated data base to use in"'
For now, however, Mr' Mack says he has to be.satisfied Mack says he isn't«sure that the software vendors are ready word processing and marketing " o o )
vith his present compromise between the two - to supply a state-Of-the-art system to his agency yet ' Mr Mack says it looks at this point like the firin will

"A year ago, we had a traditional accounting capability "In the past 12 months, many insurance companies have eventually choose on'e of the newer software systems now
on our batch system," Mr Mack says "We were also pro- been making announcements about autoination systems., being developed by insurance company subsidiaries
dusing limited insurance summaries for both ourselves and that can be ada?ted for larger agencies," he says "But this Despite the possible negatives of being further linked

i

our clients, but it Was a.very difficult task We had to add may not be the

rbe to improve-what.we have Our plan is with particular insurersi. Mr Mack says the firm has to link ,

more ddscriptive data beyond what was supplied by the' to utilize our curierit system. which *6 feel can carry our . up with'-a vendor,who is financially stable and able to .
batch system in order for our clients to understand It, growth here for another three to thre«iand-a-half years - provide services for many years to come

When 62 states recommend your
D&O0O insurance,you must be
doing something right.

414

13

»»14--ty - -

S22 "ece -9 4 1

That's right. 62 state bankers associations and If you'd like to learn what many financial
S&L leagues recommend MGIC's directors' and - institutions already know, contact your local
officers' liab lity insurance to their members. MGIC representative Or return the coupon.

Specialization and our broad policy coverages
are two basic reasons for this recognition. We're MGIC Indemniti Corporation
the only firm that offers D&O0 insurance exclusively Milwaukee, Wisconsin 53201

for financial institutions. And that coverage
is becoming increasingly important.

For example, almost one out of five financial
institutions have been named in D&O0O lawsuits

Please send more information on D&0 /E&O protection
Name

Titie

Company
since 1970. And the frequency of claims Is Address
5-teadily increasing each year. Cit) /State zIP
We introduced this coverage in 1970. Today
we insure oker 50 percent of all the financial MGIC

institutions tnat have D&0 coverage. Specialized insurance,for financial institutions.

Know how
to talk

to vendors

continued from previous page
been known to go broke, which at
best is inconvenient for the agency,
at worst it could cause disaster),
employs a number of top-flight
programmers who know the insur-
ance agency business and are dedi-
cated to continually updating the
software, and uses hardware that is
expandable and easily serviced

Fortunately, there are many of
those firms around Consultants
say the big trick again is to know
what you want in advance

"l don't think that in the past
agents have really known what
they wanted to automate,” Mr
Chapman says "At the same time,
vendors really didn't know much
about the Independent agent

"The biggest thing is to find a
system that will grow with you,"
he adds "Know how to talk to
vendors Read a good reference
material like the Agency Automa-
tion Guide (produced by the Insur-
ance Institute for Research in
White Plains,NY) That guide,
and others like it, give detailed
outlines of what to look for "

Consultants say that comparing
-various systems is often like com-
paring apples and oranges-there
are too many differences to make
direct comparisons over a broad
range of functions

Neither is it possible to "rank"
vendors by functions or reputation,
because these factors can change
quickly Ms Stacey tells her clients

continued on next page

13-D EA
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The biggest thing is to find a

system that will grow with you.



Continued from previous page

that they should be prepared to use
her advice within six months, or
else the research she does will be
largely wasted.

So how does an agency compare
systems? Mr. Chapman recom-
mends a proposal request letter.

"What that is is a formal request
to a vendor to propose a system
based on detailed information you
provide about your agency," he
says. "This tells vendors what you
need rather than the vendor com-
ing in and selling you a system that
sounds wonderful but may not
really do what you need done."

A good request contains several
parts, Mr. Chapman says. It con-
tains a cover letter with the date
the agency will make a decision,
detailed agency profile data, the
agency's specific objectives and re-
quirements and how you want the
vendor to respond.

"The request for proposal gives
you control of the selection pro-
cess," he adds. "It provides you
with accurate data relating to your
particular situation. It also facili-
tates side-by-side comparisons of
vendors. It's not a substitute for in-
terviews and demonstrations, but

it's a very good itart."”

While this is going on, Mr.
Chapman suggests agency manag-
ers read everything there is to be
read on the subject, including the
Agency Automation Guide or a
similar volume, Insurance Agency
Computer Power by Insurance
Marketing Services in Santa Mon-
ica, Calif. Then set up a file that
includes in part:

- The financial stability of a
vendor. Mr. Chapman believes as a
whole the computer industry is un-
dercapitalized.

« Which size agencies are using
the systems under consideration.

- The system's capacity, and
whether it can be easily and
cheaply expanded.

* The costs involved, including
materials, supplies, maintenance
and installation.

« The functions each system can
perform in the areas of word pro-
cessing, marketing and accounting.
Will it do them to the extent you
want? "Remember," Mr, Chapman
says, "promises are cheap. Make
sure the system does what you
want it to today."

Help in comparing vendors can
be obtained by using reference
guides like the volumes mentioned
above or a outside consultant.
There is no one way to do this, just
as there is no one right system to
buy.

Again, it all gets back to plan-
ning. Even vendors feel knowing
what you want is the key.

"No one should buy a computer
without a five-year business plan,”
says Michael T. Wilkinson, presi-
dent of Agency Management Sys-
tems, Inc. a subsidiary of Commer-
cial Union Insurance Cos. "Agen-
cies need to see where they are
going. Too many buy a computer
and then say 'let's go.' Believe me,
if you don't know where you're
going, a computer will sure get you
there.”

Mr. Wilkinson agrees with most
consultants that the wait for a
complete agency-insurer interface
network may well be a long one.
Agencies shouldn't plan their auto-
mation purchases around it.

"We have today a combination
of insurers that are not yet ready
with their own computers to do a
high level of interfaces and insur-
ers with a high level of automation
that are not really interested in
spreading it around and making
the other companies well," Mr.
Wilkinson says.

"The hoax is that Ryder trucks
will pull up tomorrow, unload in-
terface terminals and agencies will
start communicating with com-
panies. It just isn't going to happen
for another five years."

continued on page 66P

Request formal proposals from
vendors to keep facts straight.

business insurance, A ril 6, 1981 / BSE

OSerabettermousetrap!
4931 Find out about our Industry Aimed Programs

|

Tailored Policies

supported by Trade Group Sponsorship.

JEWELRY BUSINESS OWNERS

Safety Dividends on LADIESMENS-WEAR

Most Plans

Open Marketing thru
Any Agent Broker

Profitable Commissions

3 BOAT DEALER PAK

BLASTERS AND EJ'-
EXPLOSIVE CONTRACTORS

Prompt Quotations 5 PLISdBERSANDRACTORS

The Group Mcuketing Pioneersl

Protected Territories on 20-plus other Sponsored Programs

MiRHE,Ing mnnisEmEm, int

2060 OAK MOUNTAIN DRIVE - PELHAM, AL 35124
CallTollfree: AgencyDept. 1-800-633-6068 forBrokersKits.

«Since getting an ARCom Minicomputer System, our
agency has cut its aged accounts receivable in haU."

WGE9OL64

William J.an Beurden, president

VanBeurden, Wigh &

Associates

Kingsburg, California

Bill Van Beurden is another

ARC customer who tells us how

effective the ARCom minicom-

puter has been used in his

agency.

"Budget control is a real key in
our business," Bill says. "With
our ARCom system," he con-
tinues, "we print our aged ac-
counts receivable once a week.

Our producers each get copies
so they can be kept informed of
the information included in the

reports."

Bill adds that with the capabili-

ty to get this kind of information
whenever he needs it, "we've

had the control we want to allow

us to plan. And without plan-

ning, you can't grow."

Bill's agency has grown, too!

In 1967, the agency was writing
less than a million dollars in

premiums, and had two people
handling their accounting. To-
day, the company has four agen-
cy locations and writes about
$12 million in premiums. They
still have two people handling

their accounting. And one

minicomputer system... the
ARCom. It's the independent
system for the independent

agent.

For more information about
the ARCom, ARC's Batch Pro-
cessing Services or the ARC

Word Processing System, check

the information below, attach

your business card in the space
provided and mail the coupon.

arc

Agenc¥ Records Control, Inc.

a Kaneb company

219 Perimeter Center Parkway Atlanta, GA 30346
1-800-241-3930 In Georgia 404-393-0750

Oftfices in major U.S. cities and in Canada

ARC 219 Perimeter Center Pkwy. Atlanta. GA 30346

O ARCom Minicomputer System

[1 Batch Processing Services
O ARC Word Processor

(Your business card here)

El4-81
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State Farm develops system

Direct writers take their first step, too

BLOOMINGTON. Illl.-The
struggle to automaze isn't being
fought by independen-. agents ar. d
brokers alone. Their arch enemies,
the direct writers, are on the tra:1,
too.

State Farm Mutual Automobi.e
Insurance Co., headquErtered here,
is testing its own automation sys-
tem. Norman L. Vincent, vp-da:a
processing for the direct writer,
says State Farm currently has in-
stalled mini-computer systems :n
15 of its agencies. Ano her 115 sys-
tems are in order for agents in llli-
nois, California and Florida.

"Of course. an important pan of
how we conduct business is in the

relationship between State Farm

and our agents,"” Mr. Vincent says.
"To improve that relationship, we
felt :hat we had to begin some kind
of automation system."

Mr. Vincen: says State Farm in-
vestigated many posssible ways of
linking agen:s with the regional
and nome State Farm offices be-
fore deciding on the minicomputer
system.

"Oir agenc.es tend to be a one-
perscn operation supplemented by
a ccuple of dlerical workers," he
adds. "At the same time, we have
mar y agency offices. That deter-
mined our original thinking.

"We looked at the use of on-line
termnals to a central computer but
it just didn't make sense in terms

The State Farm system is planned

so that each agency employee will
have his or her own terminal.

of cost or reliability," he says. "We
have 900 agents in lllinois alone
and to tie that many lines to one
computer would be difficult and
unwieldy."”

Another difference resulting
from that initial research process is

the philosophy of automation that
State Farm will follow. Unlike the

I'T WILL
MAKE A
GREAT

LANMP!

(INSite® owners don't
need it for files)

philosophy of many independent
agencies, where many people share
a few terminals connected to a
computer system, the State Farm
system is intended for a one-per-
son, one-terminal approach in

which each employee has his or
her own work-station terminal.

The solution involves a custom-

The paperless office! A dream for the future?
No, it's your INSite- objectme today.

Complete policy information is auailab/e to you at
the touch of a button with iNSite: the computer
system developed and customized exclusively for

your agency, your requiremen,'s, your unique

methods of operation.

From accurate billing and data retrieval to

sophisticated word processing and integrated
marketing, iINSite™ is your complete insurance

agency computer system.

For more information

or a demonstration,

call us, toll free, at
(800) 431-9984.

7'here's no obligation,

except the one you haue

to your agency.

etc

mrir-te

electronic tabulating corporation

The leading innovator in insurance agency automation

BOX 728, NEWBURGH, NEW YORK 12550

(800) 431-9984 « N.Y.C..(212) 294-2750 » N.Y.S.: (800) 942-5856

designed minicomputer system
furnished by IBM. Based on IBM's
Series | processor, the system can
hold from one to five terminals
plus print on fast-print or letter-
quality printers.

For now, the system operates
with the State Farm regional office
as its core. After the individual
agent inputs new policy data into
the computer, the information is
sent to the regional office. This in-
formation is then cross referenced
several ways for marketing pur-
poses, then sent back to the agents
on diskettes weekly or monthly for
the agent's use.

"We didn't want to start operat-
ing a telecommunication system
right away," says Mr. Vincent.
"When you do that, you get into a
whole different level of sophistica-
tion. We didn't want to involve
oursleves in that level until we had
the basic system set up. If all things
go well, we will have one agent on
a telecommunication basis by the
end of this year."

The State Farm computer system
provides the agent with about a
dozen functions, Mr. Vincent says.
They include:

< An inquiry capability. State
Farm agents on the system can call
up a policy file and find pertenent
information without looking in the
paper file.

- Rate quoting on some pro-
grams, printed so that insureds can
understand the information.

* A calandar system that keys
important meetings, renewals,
questions, etc. to a particular day.
On that day, the message will ap-
pear on the screen.

Search capabilities. For exam-
ple, a State Farm agent on the sys-
tem could identify all his automo-
bile business with limits under a
specified amount. He could then
send a pre-prepared direct mail
piece to those policyholders.

= A training program that allows
the computer to teach employees
how to run it plus a 'help' key that
explains to employees what the
computer is seeking.

ne system is designed to be as
simple to operate as possible, Mr.
Vincent says.

"A typical day for an agent with
the system would start with an em-
ployee turning the system on," he
says. "Three minutes later, the
computer has inventoried itself,
tested its circuits and is ready to go.
Then the agency employee puts in
today's date and lets the computer
print out the information calen-
dared to that date. After that, 'the
computer is ready for the day's

work."”
Another benefit of the State

Farm system for the agent is that it
has an interrupt capability. This
means that even if the computer
was in the midst of a 30-minute
search for policyholder informa-
tion, employees could halt the pro-
cess at any time, retrieve some in-
dividual information for a policy-
holder, then start the computer
back on the original search at the
point where the computer left off.

The first of these systems was
installed last October, Mr. Vincent
says. State Farm buys the hard-
ware and provides the software for
the agent, who picks up the tab for
the system. State Farm doesn't an-
ticipate paying off its front-end ex-
penditures for at least three years,
Mr. Vincent adds.

Although he expects that 2,000 to
3,000 State Farm agents could be
automated by the end of 1983, Mr.
Vincent says that State Farm's
larger agencies will be the most in-

terested in the system in the near
e st ar = _ =
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You can get into a maze of problems placing
a Group case of 50 or more lives. Metropolitan
will help you find solutions.

It has been our experience,
and probably yours, that a
Group case can often involve a
number of intricate problems.

Over the years there have

~ been many occasions when we

have been able to help brokers
and consultants find the
answers in difficult areas.

In a Florida case, for instance,
flexibility and fast action were
the keys to success.

A Metropolitan representa-
tive and a broker were pre-
senting a prOf)osal when the
prospective client suddenly

asked about changes in the
plan design and what effect the
changes would have on the
rates.

"he Metropolitan represen-
tative got our underwriter
on the phone, described the
changes, and within an hour
had the revised rate quotation
on a package reflecting the
desired changes. The sale was
closed then and there.

This is but one of hundreds
of cases, all totally different,
where Metropolitan’s represen-
tatives, by being flexible and

innovative, have been able to
help solve challenging
problems.

If you have a ?e lexing case
with as few as fi tyr{)ives, per-

haps we can be of assistance.

We make your problems our business.

Metropolitan

Metropolitan really stands by you.

GROUP LIFE/HEALTH INSURANCE

© 1981 Metropolitan Life Insurance Company.




ALOT HARDER TO SELL
ANYONE -ELSE'S LTD.

Unionmutual:

First in LID,
four straight years.
And counting.

Those who try to sell Long Term Disabi | ity
coverage from someone other than Union-
mutual really have their work cut out for
them. Because year after year we develop

new and innovative ideas that make our
LTD stand out from the crowd. And make it
easier to sell. No wonder Unionmutual has
been writing more LTD than anyone else,
for four years in a row.

Our LTD protection
just keeps getting better.

As inflation has taken salaries to new

heights, LTD benefits - in real terms -
have begun to pale:Especially for people at
the top. Unionmutual saw the need to
increase maximum benefits to where these
highly paid people (often the ones who
decide whether a company will buy a given
policy), could themselves be well protected.
Now monthly benefits of $5,000, $8,000 and
even $10.000 are possible. And by making
our benefits more attractive, we've

increased your opportunity for more sales.

Big protection
even for little groups.

Until recently, there hadn't been a
particularly attractive LTD package for very
small groups. To the broker selling small

group LTD, "small"

has meant 10-

24 employ-
ees. There
simply hasn't
been a very
attractive LTD
packagefor
groups of between
5 and 9 people. That's
left a tremendous
number of people

unprotected... and
closed,off a tremen-

dous number of
selling opportunities
for you.

But Unionmutual

has stepped into



the breach with our exclusive Mini-GroupTM
coverage. Mini-Group is big group protec-
tion for professional and select business
groups of as few as five people. Groups that
have been hungry for the kind of benefits
only larger groups have enjoyed.”

How big is the potential? Analyses
show that only 7 per cent of organizations
with fewer than ten people now provide
group long term disability protection. That

means Unionmutual has just opened about
70,000 doors.

We've eliminated the biggest obstacle
to small group LTD.

For the broker selling LTD to groups of
10 to 25 people, the medical questionnaire
has long been a stumbling block. It's often
resulted in the disqualification of a key
individual. And that often resulted in no
sale. Once again, Unionmutual to the
rescue. Now financial, professional and

*Available in most states.

< + , Unionmutual

Putting employee benefits
in a whole new light.

business service firms with as few as ten

people can be guaranteed LTD insurability
by Unionmutual. Just the way bigger
groups have been. What's more, benefits
are payable even if a disability is caused by

a pre-existing medical condition. That's
another hurdle Unionmutual has removed.

There's more where these came from.

These are just a few examples in a long
list of Unionmutual LTD innovations. We
wrote the book on LTD. Literally. And to
read it is to see the tremendous profit-
potential there is in selling Unionmutual.

We've established ourselves as the leader in

this fast growing field. We offer clients the
most stable rates

in the industry

Along with unsur

passed LTD ex

pertise, contracts

and

service

And we never stop looking for new
ways to improve our product. Because, let's
face it. The easier we niake it for you to sell,
the better it is for us. So open our book.
Open your eyes. See the light.

SEE THE LIGHT. 1

Make my life easier. | am interested

in the following Group LTD programs:

O Mini-Group (5-9 people)

O Guaranteed Insurability (10-24 people)

O Higher Maximums O Send me your book

Name

Title

Company

Address

City State
Telephone

Mail to: Ward |I. Graffam, Vice President
LTD Products

Unionmutual

2211 Congress St., Portland, ME 04122
or call: (207) 780-2211 814-6

©1981 Unionmutual

A wide variety of Group and Individua

Disability Incorne. Life Insurance and Retirement Plans are available through

UNION MUTUAL LIFE INSURANCE COMPANY, PORTLAND, MAINE 04122
UNIONMUTUAL STOCK LIFE INSURANCE CO. OF AMERICA, PORTLAND, MAINE 04122

UNIONMUTUAL STOCK LIFE INSURANCE COMPANY OF NEW YORK, ELMSFORD. NEW YORK 10525
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Mr. Agent:

There are good reasons why your
garage restoration contracts should

go to the Original Pierce Builders

O We are Chicagoland's
#1 Garage Builder.

_—l El Our garage craftsmen are the

best in the business.

O Our resources and manpower
allow us to do professional

*Ff

quality. cost-efficient garage
repairs. renovations or
replacements in the minimum

amount of time.

CONTACT: Mr. Jerry Pierce
at 312/635-90[}O

If you have a Security Guard Firm

insured or prospect ...

We invite you to

become our partners

In protection!

You'll find your selling job is a lot easier when you offer
tai/ored General Liability coverage and Fidelity
Bonding for guards which is fast becoming required by
the companies they serve. Both are available from
Brownyard America's leading source of protection for

the security guard industry.

And here's another Brownyard exc/usive a checklist
for when you're providing a survey or quote. It's your's
FREE and it will help you identify dangerous gaps in

coverage. just call or write.

WE PROTECT THE PROTECTORS

BROWNYARD

\BROTHERS INC.

1 Merrick Avenue, Westbury, N.Y. 11590

Call Toll Free: 800-645-3122
In New York Call 212-343-3333

Don't await linkup
to obtain computer

WHITE PLAINS, N.Y.-Agents
st.o.ld not let ary agency-com-
par.y interface plans affect
whe:her or not ttey buy a mini-
con-.suter system at present, ad-
vises Art Pavelle, vp of the Insur-
Lmc2 Institute for F.esearch.

Although Mr. Pavelle says IIR's
wors towards es-ablishing com-
putzr linkups between different
versions of agencr mini-computer
systems and insurance companies
is g=ing at a good pace, he advises
against anyone waiting for the
iragic box to be in place before
pur.basing a computer.

". don't think that interfacing is
the reason to buy any computer,”
Mr. Pavelle says. "For one thing,
the point where almost all agency-

company business will be done via
computer is some time away.
When it comes, that will be the
icing on the cake.

"But there is much more to own-
ing a computer than interface,” he
adds. "l think that everything we
do brings closer the day when the
independent agency can operate
more efficiently. But today, agen-
cies should be automating for bet-
ter reasons than interface.

"l would never recommend a
computer purchase to someone
who doesn't have a three-year or
five-year plan for his agency. The
real bottom line to determine
whether you need one or not will
be contained in that plan,” he says.

"All computers really help you
do is to allow your agency to per-
form,more work in the future with
the same number of employees."

Meanwhile, the IIR is continu-
ing its efforts to provide that inter-
face icing, Mr. Pavelle says. A test
conducted by the IIR has con-
nected up to 15 different software
vendors with up to nine insurers.

"We've proven that it is feasi-
ble," Mr. Pavelle says. "One of the
big problems, however, is that the
insurance companies are not ready
yet. Insurers are dependent on ex-
isting systems. Those systems are
complicated and expensive to
change.

"Data processing came to insur-
ers in the early 19605. And so, their
big batch or tape oriented systems
are just not of the kind that you
would design to interface in the
19805. It still works fine for them,
but it is very hard to adapt to new
needs today."

IIR, which is sponsored by agent
associations and insurers, is trying
to accomplish three goals, Mr. Pa-
velle says. They include:

« Assisting agencies in automa-
tion plans.

« Encouraging insurers to move
to interactive computer systems
rather than large batch systems.

« Finding ways to make commu-
nication between the two sides as
economic as possible.

The organization also publishes
the Agency Automation Guide, a
looseleaf volume intended to ad-
vise agents on planning for and
buying automation systems. .

IR publishes
updated guide
to computers

The Insurance Institute for Re-
search has published its second an-
nual update of the vendor digest
appendix to the Agency Automa-
tion Guide.

The digest is an indexed listing
of vendors of agency software.

The 1981 revision lists 51 diffeh
ent vendor systems. The base-level
entry price of each in-agency sys-
tem is cited, ranging from $8,000 to
$100,000.

Also included is a listing of the
system functions offered by the
various vendors in the areas of
marketing and client information,
statements and accounts receiv-
able, accounts payable, general led-
ger accounting, payroll, claims pro-
cessing, sales analysis, word pro-
cesssing, policy training, policy
issuance and other functions.

The vendor digest is included in
the purchase of any new guide,
which is priced at $42.50. For those
who already own the AAG, the

cost for the new vendor digest is
$10.

Orders should be sent to IIR, P.O.
Box 881, Kendalville, Ind. 46755. .
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RBH aids commercial clients

, With computer risk services

RBH has long been involved in computer risk management
services. says F. Wayne Bowen (seated) and George Burrows.

CHICAGO-As independent
agents scurry to automa-e, their big
brothers in the national brokerages

are taking steps to do more and
more tasks with their own black

boxes.

Rollins Burdick Hun:er, for ex-
ample, has long beer. involved
with computers for risk manage-
ment services. RBH aids its clients
with such programs as cargo loss
control, workers compensation cost
center loss profiles and other ana-
lytical studies and management in-
formation reports.

None of those efforts would be
cost effective without use of com-
puters, says F. Wayne Bowen, sec-
ond vp in RBH's risk management
computer services department.

1 Xy=z-X

f/71 11-

N Y

"Anything we can do with com-

puters has been done manually to
some extent before," Mr. Bowen

says. "There are two areas that
brokers have used computers for-
accounting and analyzing problems
using statistical tools.

"But even that last area has been
done for some time using sKkills
that were around before brokers
began using computers,” he adds.
"Even today, a good, talented per-
son could do some of those skills as
well as a computer in some in-
stances. What we want to do here
at RBH is to develop a computer
model that will increase the value
of those skills to many clients more
quickly."

RBH services come in two areas.
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"l see we've heard from the underwriters'.’

Hearing from the underwriters can be a jolt.
By the same token, not hearing from them
can be frustrating. At Bituminous, we try
very hard to minimize underwriting prob-
lems by eliminating long delays and cutting
through red rape. Our professional approach
to underwriting is built on the foundation of
good service to agents and insureds. Ask

SMiI

about our new property and liability pack-
age plans for businessowners, contractors,

energy companies and commercial fleet op-
erators. In business insurance-Bituminous

means business. And that means service.

O Bituminous

INSURANCE
CONMPANIES

Home Office: Rock Island, lllinois 61201

Branch and Production Offices: Atlanta, Baltimore, Birmingham, Charlotte, Chicago, Columbus, Dallas, Denver,
Des Moines, tndianopolis, Kansas City, Louisville, Memphis, Milwaukee, Minneapolis, Nashville,
New Orleans, Omaha, Philadelphia, Pittsburgh, Richmond, Rock Island, St. Louis, Southfield.

In the analytical studies area, RBH
can perform loss analysis and loss
forecasting on its computers. Other
programs in this area include pro
forma balance sheets for potential
captive insurance companies, cost
benefit analysis for converting fire
protection measures, incurred but
not reported loss development as-
sessments and alternative funding
studies.

For management information
reports, RBH can provide loss run
information, a program for allocat-
ing premiums internally for retro-
spectively rated insurance pro-
grams and the cargo loss control
system and cost center loss profile
mentioned above.

By its nature, this type of com-
puter programming is intended for
RBH's larger clients, says vice
chairman George S. Burrows.

"The type of services we're
talking about here would be very
hard to do manually,” Mr. Burrows

says."If you're dealing with a large

risk, you're also dealing with a
large stack of data that is difficult

to sort.

"But there is more to it than that.
You have to knhow what to sort,"
he adds. "You can grind a lot of
information through a computer

without getting any realistic
achievement in terms of conclu-

sions. You have to know the vari-
ety of ways to massage that data to
make it work.”

RBH maintains six people in Mr.
Bowen's department. In some
ways, however, the department is
far larger, Mr. Bowen says.

"With computer systems, the
more you push the job out to the
user the better," he says. "What we
are emphasizing right now is set-
ting up the sophisticated packages
while at the same time communi-
eating what we can do to the rest
of our organization and the insur-
ance buyers."

"We want to build a high level of
sophistication among all our em-
ployees as to what we can do in
this area,” adds' Mr. Burrows.
"From an early point we had a
high level of sophistication in our
computer department and in our
home office. What we want to do
now is to spread both the aware-
ness of what we can do and some
of the work of producing it out fur-
ther into the field.

"To do that, you have to educate
a lot of people. It's a long process
and we have held many seminars
to do it," he adds.

Computer experts can not af-
ford to isolate themselves from
other brokerage employees and
buyers, warns Mr. Bowen.

"l don't like the word program-
mers," he says. "The reason is that
we are all out to serve clients. If we
have to program new products to
do that, fine. But we would rather
not reinvent the wheel, and we
don't have to in many instances.

"If you have an aggressive group
of minds within an organization,
every one gets into the creative
end of this department,” Mr.
Bowen adds. "Many ideas about
what we should and could be doing
have come out of the marketing
department or from our clients.
What our department wants to do
is take the ideas from them-the
firing line-and translate it for the
computer."”

The only control on that process
is to determine whether or not a
particular suggestion will be cost
effective, he continues.

"The question of why don't we
do this or that comes up often," Mr.
Bowen says. "You have to deter-
mine whether it is cost effective or

not. But in addition, you have to



look at a project to see how it fits
into the changing environment of
insurance.

"As it turns out, what my de-
partment generally works on are
variations of existing themes," he
adds. "We usually end up tailoring
existing programs rather than
coming up with something new."

Mr. Bowen feels that all major
brokers have been providing basic
computer-based services for some
time.

"But the concepts of what we
can do is not as important as the
execution of the concept in the
computer,” he says. "If you look at
risk management, the basic
techniques have been around for
some time. It's not hard to establish
computer services based on them.

"We, of course, think we do a
better job of execution than other
brokers,"” Mr. Bowen adds. "We
think we have been able to take a

fresh look at some of those risk

management concepts and do a
better job.

"That fresh look is important,
for improvements come from
many areas. Sometimes it isn't
even a matter of greater sophisti-
cation. Maybe improvement will
come from better communication
-a picture rather than a chart of
numbers, for instance.”

One of the problems all brokers
face in formulating innovative
computer fisk management pro-
grams is the general lack of top-
flight personnel trained in both
computer systems and insurance,
Mr. Bowen says.

"In order to do sophisticated risk
management techniques you need
the people who know these
techniques plus the computer as-
pects of the problem,” he says.
"These skills only come through
training and experience.

"You have to remember that
the computer area has grown a lot
in the last 20 years," Mr. Bowen
adds. "At that time, it was very
difficult to find a computer science
course anywhere. That has
changed.

"There is another problem as
well,” he adds. "When | came out
of school, | felt that most of the
people who graduated with me
didn't have a good understanding
of the insurance industry. It wasn't
necessarily the first thing they
thought of. Today, brokers like
RBH are trying to provide that
good impression, but it takes time
to turn these things around.”

Mr. Burrows says he feels in the
future the majority of Rollins Bur-
dick Hunter's clients will be using
some kind of computerized risk
management tools. The most likely
candidates, however, will continue
to be the larger firms and the com-
panies with more complicated ex-
PO Ssuures . —_

"One of the things we've always
tried to do is not get one program
and then try to shove it on every-
one," says Mr. Bowen. "We've al-
ways been willing to tailor a pro-
gram to our clients needs.

"Because of that, we've been
open to client knowledge," he adds.
"That, in turn, teaches us a lot
about their needs. VWhat that leads
to is new programs or better ser-
vices that we otherwise might not
realize were needed. | think that's
one of the biggest strengths of the
program here."

As for the future, there are im-
provements that can be made, Mr.
Bowen says.

"We have a lot of rough edges to
get off of the technology," he says.
"Also, we have a lot of training to
do to expand knowledge of our
system to outside this department.
There's also the problem of bring-
ing the software up to the level of
the hardware.

"The future is really going to be
a melding of the needs of the risk
manager .and our staff," he adds.
"We have a fuzzy picture of where

it is all going, but no one can pre-
dirtfnr Rure "

The trick is in how the com-

puter compiles the data. say

Mr. Bowen and Mr. Burrows
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New Automated System For

3rd

Party Administrators

* Designed for use with leading minicomputer.
» Economical system eliminates outside processing problems.
* Prompt accurate services assured for clients.
» Complete calculations

of medical & dental claims-including COB
« Comprehensive Data Base

-unlinited reporting & tracking of detail claim information.
« Complete Training & Documentation included.

For more information Call ir Write on your Letterhead:

Universal Insurance Systems
P. O. Box 3 Oak Brook, lllinois 60521
(312) 789-2488

Peoplewho care

It shows, when people care.

Sometimes you can see it in Ehei: expression.
Or hear it in their voice. But more than any-
thing else, it shows in the results of their efforts.

Deliveringquickly on a quote. Getting back with
an answer on a tough problem. Being flexible
enough to bend. Being resourceful enough to
findawaywhenotherscan't That's theAFCO
spirit of caring.

Maybe that's why, year after year, agents make
AFCO far and away their first choice for pre-
mium financing.

Take a look at the AFCO folks in this photo.
Maybe you carispot Eheir spint ofcaring. Mcre
importantly, if you're ever dealt with AFCO
people, you know they care.

People Who Care

AFCO, 10 Hanover S:reet New York. 1- **'16
© 1980 AFCO Credit Corporition

Shown here are just four of our more than 530 people who care.
Left to Rigi.t: Robin Hall, Marketing Clerk, Boston; Pat
Reilly, Branch Manager, Hartford; Dick McArtor, Accounts
Administra.ion Manage,; Baltimore; Diane Grange,; Senior
Contract C,erk, Garden City, New York.
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Haste makes waste in computer plans

By FREDERICK B. KARL and WARREN C. LEVY

Once every 120 seconds, the average insurance agent
or broker sees or hears a reference to automation. de-
fends himself against a beseeching vendor, o. twitches
as a random electrical discharge in the brain touches
an exposed nerve and fbshes before him the urgent
and compelling, "I'm late, I'm late. Can | afford to
wait?"

And so the independent agent or broker sighs, wor-
ried and confused by aitomation like Alice before
Wonderland.

Hyperbole? Maybe.

The average agent justly worries about survival Re-
search conducted by the Florida Association of Insur-
ance Agents, some in conjunction with The Last Mani-
festo, a cooperative project involving FAIA End 19 na-
tional insurance companies, documents the threat.

Mr. Kari (pictured) and Mr. Levy are genemt counse:
and public relations director of the FAIA.

Complete your credit union package
with insurance froma leader

incredit life coverages. Pilot Life

Credit life offers protection for
credit union members and for the

A forecasting study
predicts fewer agencies in
tomorrow's frenzied, af,
competitive insurance

marketplace. An inquiry

Companies ht doto*|7 -
ealing.agenciesand 4*r

reveals that only one- *t# %>, ..='s=

third of today's agents S
may sign the type of con-

tracts their ccmpanies

may seek.

Also, today's rate wars
deflate the commission L

income growth agents are -711' perspective
used to, Making inffation

even more troubling.
Rumors of an institutionalized combined ratio exceed-

ing 100% only deepen our concerns.

credit union itself. And for years,
Pilot Life has been a leader in this
protection. Tailoring plans that
can include life, permanent and
total disability as well as tempo-
rary disability benefits. Always at
competitive rates. Rates that are
kept low because of our liberal
experience rating formula.

Never mind the frightening impact on contingency
agreements. What about the inevitable availability cri-
sis which will accompany the next investment income
crunch?

It is no wonder then that the urge to efficiency is so
great. It is no wonder that the promise of automation
garners so much interest.

In response, FAIA's automation committee visited or
was visited by most major vendors. We lifted the lid of
every promise and poked around inside it. We read
whatever we could get our hands on. And, we paid a
consultant for an in-depth look at our alternatives. For
many agent members of the committee, these discus-
sions were more than academic: they are themselves
struggling with an automation decision.

After nearly two years of inquiry, FAIA recom-
mended its members be patient. Move with caution.
Automating without proper preparation can be a
costly, even destructive experience. Converting from a
manual to an electronic system traumatizes; an
agency's lifestyle undergoes major transformations.
Think of what it is like to change
physical locations. You have three
options. Design a new building, re-
model an existing one or fit into
whatever is available. To design or
remodel requires great patience
and skill in explaining wants and
needs to architect, engineer and
builder. To fit into available space
requires significant compromise.

Automation options are similar,
except that most agents can't ex-
plain what they want and need if
they seek a customized system, or
understand what they're getting if
they choose a standard package.

To proceed, however, let's as-
sume agents have a clear picture of
their wants and needs. The second
reason for caution: today's products
are limited. Tempting as it is to be-
lieve, there is no perfect product.

To the vendor who promises ab-
solute perfection tomorrow, ask: If
this machine were in my office and
on-line right this minute, what
could | do? There is a long road

We make the credit union

administrator's life a lot easier,

between the drawing board and
your office.

tco. With simple forms, fewer

details,.and apackageofpromo-
tional materials to help explain
the program to members.

But, for argument's sake, let's

make the foolish assumption that
hardware and software that can do

anything and everything exists.

Get all the details from a Pilot

Life Representative. You'll find
out how Pilot can help you, and
your clients, through life. Write
or call: Henry D. Brown, Assistant
Vice-President, Group Division,
Pilot Life Insurance Company,
P.O. Box 20727, Greensboro,
N.C. 27420. (919) 299-4720.

In the top 3% of the world's
leading insurers. Life, Group,
Health, Pensions, Equity

Products.

piltt

\ON

A lefferson-Pilot Company

Take a silly, but apt example-a
baseball bat. As Nolan Ryan bears
down from the pitcher's mound
with his famous fast-ball, clearly
MVP George Brett has more op-
tions with that bat than an un-
trained player.

Similarly, what all the skilled
technicians in the vendors' re-
search and development laboratory
might be able to do with any given
hardware and software package is
rather different than what an
agent or broker could do during
the turmoil of his day-to-day rou-
tine with his existing staff.

Just a few questions. What kind
of staff and training would be nec-
essary to make the "perfect sys-
tem" work? How much updating
will the software need? How fre-
quently? Who will do it? How
much time must be invested in
using all the functions available to
you through automation? What
will installation cost? VWhat will
maintenance of the hardware and
software cost? And what will be
the cost of any new staff?

So much for the dreary prelude.
We don't face gloom passively.
FAIA's automation committee, led
first by Rocci Lombard of Ft. Lau-
derdale, and now chaired by Tom
Pennekamp of Miami, has changed
focus. Automation, it argues, is but
one facet of agency management
and but one tool necessary to
achieve an increase in agency pro-
ductivity. The agency that survives
and prospers in the 80s-and auto-
mates effectively-won't fly by the
light of the silvery moon.

First, it will emphasize "manual
dexterity.” If an agency doesn't
work well manually, making it
work faster only will wreak havoc
more quickly.



And, without clear management
objectives, the chance that an agent
will make a foolish investment in
automation, even a fatal one, in-
creases. One very successful Flor-
ida agent who has automated ex-
plained to FAIA's automation com-
mittee how his investment more
than pays for itself, because of his
ability to market more effectively.
But would that work for the ap-
proximately two-thirds of FAIA's
membership which had no specific,
written plan of marketing goals
and strategies for 1980 or 19817 Or
the three-quarters of the members
with no plans for beyond 19817?

As independent agents learn to
compete more effectively with
State Farm they will need to un-
derstand that the threat of State
Farm agents becoming automated
lies not in the acquisition of a com-
puter, but in the very specific mar-
keting plan that comes with it.

For instance, State Farm is pre-
paring for the certain attack on its
existing book of business which it
no doubt has forecast for the 1980s.
Knowing that a client with more
than one type of coverage is more
likely to remain loyal to the com-
pany, State Farm has targeted its

auto-only policyholders for a ho-
meowners sales blitz.

That's why FAIA's committee
wants to put automation into per-
spective. But, while it focuses on
the management decisions that will
facilitate automation and produe-
tivity, it cannot ignore the frustra-
tion of the many agents prepared
to automate now.

It's a seller's market and, making
matters worse, the buyers are
babes. Even worse, too many auto-
mation products and services being
marketed to agents have been de-
veloped without sufficient consul-
tation with agents. They often are
sold by exorbitant promises, and
apparently many agents sign one-
sided contracts. We believe agents
should become more aggressive
consumers, and their trade associa-
tions more prominent lobbyists for
their aggregate interests.

Long-range, automation will
revolutionize company/agent com-
munication. Without doubt, the
agency system will become more
efficient.

But how much will it cost? How
long will it take? We worry about
the Humpty Dumpty syndrome. So
much unilateral decision-making is
taking place, with so many ap-
proaches and systems being
designed by different insurance
companies.

Will we be able to fuse the frag-
ments, when all is said and done,
into as efficient a system as the in-
dependent agent dreams will be
his? If yes, will we be able to pay
the price?

Last, but hardly least, is the mat-
ter of major semantics. Automation
conjures up visions of computeriza-
tion, but the two aren't synono-

mous.

An agent who has determined
that he knows what he wants from
automation and has analyzed his
strengths and weaknesses when
operating manaually has numerous
options. Take marketing, for in-
stance. Many of the functions
touted for mini-computers can be
handled by outside suppliers, by

Folk to speak
on automation

John W. Folk, president of the
Insurance Institute for Research,
will speak on agency automation
and other topics at an April 9 se-
minar sponsored by Independent
Insurance Agents of New Mexico.

The session will be held at the
Hilton Inn in Albuquerque, N. M.

Joining Mr. Folk will be execu-
tives of several insurance com-
panies. New Mexico's superinten-
dent of insurance, Manuel Garcia,
will moderate the discussion. .

fancy and even not-so-fancy word
processing systems, and even by
special typewriters.

This last note: there is no need
for panic. Fewer than 10% of the
nation's agencies presently have
in-house mini-computers or
terminals. State Farm is only start-
ing to embark on a major automa-
tion program with its contract
agents.

We are not by any stretch argu-
ing for complacency. We are argu-
ing for urgency

But that urgency should start at
step one-a detailed analysis of the
current operating efficiency of the
un-automated agency and a clear
projection of the goals of that
agency for the decade of the 1980s.
FAIA plans to help its members
through this difficult transition
and urges all other associations to
do likewise. We will reinforce one
another, particularly as more ag-
gressive consumers evaluating the

automation products and services
market.

AUTOMOBILE DEALERS |
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Most will automate

continued from page 66£ cause there IS a better product on
"Applications of data processing the market doesn': mean you

range from word processing to shouldn't have boughs -.ours in the

very sophisticated data base sys- first place "

tems," stresses Ned Bosler, a part- There is still some hope for the

time consultant, part-time repre- person who wants :c avoid the

sentative for vendor TLS Co headaches of automaticn planning

"Agencies can start at any level, But it is a slim hope
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A guide to
computer
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d;rp'_ml.pmbupgm{emmonm@a@‘ﬁﬂﬂmmmﬁot has learned to mGddle along' -
' . ) despite the Jargon , '
=2 — 1 "The computer produced today can't see why anyone wouldn't * Command-The appear-

will be obsolete in five years," he eventually go to some automation
says "But if in five years it con- plan There's Just sc much out
tinues to do the Job for you, it is there that there is something to fit

ance'of,an«ything on th'e
terminal screen that when en'-

tered tells the computer what

.todo4 -4
* Interface--Has .many

|
I _I
.
still a good investment Just be- almost any need
meanings, but to agents means.
the -electronic link,between'’
the agency's combuter and
that'of the ihsurer

If your present compuer still does the job you want. there isno need
to upgrade to a newer. state-of-the-art system. consultan*s say.

- Disk storage-There are ,
several .kinds, but all can 'be
roughly comphred to,an
agency file cabinet tri li
manual system ', 2 + . >

* Hardware-The stuff you

/ can thump -Comparable to a
redordplayer. You can touch ',
it, but it doesn't dd--anything
meaningfuluntil you put the
record on

« Software--The stuff<you
can't th'ump The redord m the
above,arialogy A collection-of-
progrards that' does the work'

INKS COMPAR agent for, jou and runs'the Hard-
Chuck Matzen speaks his mind ware.

= Program-A 'plan that
the computer uses to solve a
problem Used as a verb; thi

Whyonearthwouldan
independent agent tie
himself downto onecompany?

Ood -.31:. - -7 process of developing a'plan
" . T a - CPU-Central processing '
COMPAR has given a tremen- x*13:1. 4 Unit- the heart of the -com-

puterhardware where data is

manipulatdd-and calculations
4. 1

dous boost to our productivity. Now r
that we deal with only one company,

there's more time to become familiar

6 .., . V.4/7#1191:A' are performed

~CRT-A terminal that

1-11 . L .
usei. a television-like screen

_ _ 4% 546 t\St»»9*61%
with all the available coverages and :
underwriting requirements. So we e
know in advance what types of busi- b

- 41 fitu At

ness can be profitably placed, and SRUELER
that's the business we go after. = '
COMPAR's allowed us to become I

and keyboard v
-Language-The way' a
4 program' is':put into the sys-,
,tem.".COBOL', BASIC and’
FORTRAN are all.computer

languages.,.-
-. bit-The smallest unit/of

information accepted by'the .
computer. Stands for binary

- byte-A group of eight
bits (normally) which are con-
sidered a unit. A byte can rep-
resent eithef one" alphanu-

more efficient administratively, too.

. . - v A meric chdracter or two, nu-

Our paperwork has been simplified so 4 5( morios
v - - baud-A meahure df
much that we're now able to write G speed of transmitting informa-
more business with fewer non-sales o 4Y 1111 :fon;;used'i” Se”dingtmf?rma-
1D IoNn Trom one computer to an-
personnel. And although we've got o 11 T el AN autormation
all the resources of INA behind us, - fr)]/stem'thatt,works by hav:)ng
eaency store up a number
we're as independent as ever. | only of pisces of work fof the com-

puter to do all at'once
wish we'd discovered COMPAR 5 - K-A measure of disk
1»re-"'1.-4 N storage capacity It means
sooner." 1,000.

=" Terminal-Your link to
the computer It may be a
CRT, or it mmay not A
terminal allows 'you to put in-
formation in and get 1nforma-

INA's COMPAR program enables se-
lected agents to enter into an agreement
with INA for all of their P&C business.
To learn more about qualifying as a 9-T-0- ' a
COMPAR agency, contact Sergio
A. Esperdy, Execuive Vice President,
Insurance Company of North Amer-

ica, 1600 Arch S-reet, Philadelphia,
PA 19101.

nE[Ir]é_r_l

tion out of a computer
= Turmnaround-The time it
takes between the time 1nfor-
mation is put in and the time
you get what you wanted
back Can be expressed in sec-
onds for In-house computer
systems or days for batch sys-
441 P tems"
' - Edit-Roughly, this is a
control that makes sure yo,u

I N ‘ N 5*4" |' | .
don't do something iA,rong For

P instance, if you are supposed

1-—-1 7 0 4

The Professionals ;‘é':i, to entar a date 12-24-78 and
entered 78-12-24; the com-
)*Afl'll\]Tﬂ-Mf'- {- 3 = puter might stop you because

- the first digit was not sup- ,
Chuck Matzen of the Deadrich Insurance Agency, posed to De larger than 12

San Leandro, Calircrnia
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Hogg Robinson (Guernsey)
Ltd.

Provident House, Havilland St.,
St. Peter Port, Guernsey, Chan-
nel Islands; 481-26049 (U.K.)

Year founded: 1978.

Parent company: Hogg Robin-
son Group Ltd., London, England.

No. of staff: 5.

No. of captives managed: Not
reported.

Other services: Manual and
computerized claims processing;
claims reserve analysis; reinsur-
ance facilities, including access to
third-party business; banking su-
pervision; feasibility studies.

Subsidiaries: Associated com-
panies in Bermuda and Bahamas.

1980 Gross revenues: Not re-
ported.

Principal officers: Michael J.
Savage, general manager; Roger A.
Hall, technical director.

Homeland Insurance
Management (Cayman) Ltd.

P.O. Box 508, George Town,
Grand Cayman, B.W.l.; 92001

Year founded: 1981.

Parent company: Homeland In-
dustrial Corp., 4020 Moorpark
Ave., San Jose, Calif. 95117.

No. of staff: 2.

No. of captives managed: 5.

Other services: Computerized
claims processing; claims reserve
analysis; reinsurance facilities, in-
cluding access to third-party busi-
ness; loss control; data processing.

Subsidiaries: Homeland Gen-
eral Corp., Homeland Insurance
Co., Homeland Industrial Corp,
San Jose, Calif.

1980 Gross revenues: Not re-
ported, new company.

Principal officers: David S.
Williams, chairman; Michael Her-
berger, chief administrative offi-
cer-claims; EImo Joseph, vp-loss
control; Nancy Yohannan, corpo-
rate secretary.

O 1

Insurance Management
Consultants Ltd.

P.O. Box 1063, Washington Inter
national Bank Bldg., George
Town, Grand Cayman, B.W.I.;
95722

Year founded: 1979.

No. of staff: 7.

No. of captives managed: 7.

Other services: Manual claims
processing; claims reserve analysis;
reinsurance facilities, including ac-
cess to third-party business in some
cases; investment management.

Subsidiaries: Seeking licenses
in Bermuda and Channel Islands.

1980 Gross revenues: Not re-
ported.

Principal officers: lan Kilpa-
trick, managing director; John
Scott, director; Brian Allen, trea-

surer.

Insurance Services

International Ltd. (ISIL)

P.O. Box 1345. Abacus House,
Grand Cayman, B.W.l.; 95297

Year founded: 1978.

No. of staff: 4.

No. of captives managed: 9.

Other services: Manual claims
processing; claims reserve analysis,
reinsurance placement, including

access to third-party business.
1980 Gross revenues: Not re-

ported.

Principal officers: Klaus J.
Gebhardt, chairman; Tim Marsh,
president.

International Risk

Management Ltd.

P.O. Box 660, Belvedere Bldg.,

Hamilton 5, Bermuda; 809-295-
0713

Year founded: 1962.
Parent company: American
Risk Management Inc., 1 Executive
Drive, Fort Lee, N.J.

No. of staff: Approximately 300.

No. of captives managed: 100
plus.

Underwriting pools: Various
property / casualty  and
pools with aggregate premium vol-
ume in excess of $300 million. Cap-
tive must be client to join pool.

Other services: Manual and

marine

computerized claims processing;
claims reserve analysis and super-

vision; reinsurance facilities, in-
cluding access to third-party busi-
ness; investment management
through correspondents; adminis-
trative, financial, underwriting
and technical service; loss control
engineering; worldwide computer
facilities.

Subsidiaries: European Risk
Management Ltd., Weybridge, En-

gland and nine other subsidiaries

worldwide.

1980 Gross revenues: Not re-
ported.

Principal officers: Fredrick M.
Reiss, chairman/president; Arthur
H. Deters, executive vp; Morton E.
Luber, senior vp; Alan Chilvers,
group vp; Anna Summers, vp.

J.& H. Ltd.

30 Cedar Ave., Hamilton 5-24,
Bermuda; 809-2924402

Year founded: 1969.

Parent company: J&H, 95 Wall
St., New York, N.Y. 10005.

No. of staff: 95.

No. of captives managed: 135.

Underwriting pools: The First
Island Reinsurance Assn., pre-
mium volume, $51 million. Client
must be managed by J&H Ltd. to
join pool.
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Other services: Computerized
claims processing; claims reserve
analysis; reinsurance facilities can
be arranged, incl. access to third-
party business; underwriting, au-
diting.

Subsidiaries: Johnson & Hig-
gins (Cayman Island) Ltd., Wes-
twind Bldg., P.O. Box 1051, Grand
Cayman, B.W.I.; 95988.

1980 Gross revenues: N/A

Principal officers: Patrick J. T.
Stephenson, chairman; Brian R.
Hall, president; Andrew D. Carr,
executive vp; Wayne Morgan, vp-
operations; Norman Faulkner, vp;
David Campbell, resident man-
ager-Cayman Island.

Continued on next page

Risk.You mustsizeupeach situation precisely

No matter what kind of risks your business faces, Corroon & Black can
help you afford them. We've developed some very sophisticated techniques
that forecast future losses and quantify appropriate risk retention levels. This
enables us to give better advice on the best way to finance your risks.

It's the kind of expertise you'd expect from one of the top business
insurance brokers in the world. So, contact us. We'll show you there are ways
to face risks without taking too much ofa chance.

CBGLRRQQN.&BLAGK

Wall Street Plaza. New York. N.Y. 10005 - 212-363-4100



68 / business insurance. April 6, 1981

(Potlight {gEreDOrt

Continued from previous page
Jemark Management Ltd.

Insurance Bldg., P.O. Box 1007,
Hamilton 5, Bermuda; 809-292-
5229

Year founded: 1977.

Parent Jemark

company:
Corp., 1801 Ave. of the Stars, Los
Angeles, Calif. 90067.

No. of staff: 4.

No. of captives managed: Not
reported.

Other services: Manual and
computerized claims procesing;
claims reserve analysis; reinsur-
ance facilities; actuarial; under-
writing, loss control and engi-

neering services.
Subsidiaries: Jemark Adminis-

trators Inc., Gibson & Jemark Inc.
1980 Gross revenues: Not re-
ported.
Principal officers: A. R. Kil-
lingsworth, president; John Wil-
kins, vp/treasurer; Clifford Mum-

ford, assistant secretary.

J.S. Johnson & Co. Ltd.

P.O. Box N-8337, Centreville
House, 2nd Terrace West, Col-
lins Ave., Nassau, Bahamas; 809-
322-2341

Year founded: 1920.

Parent company: Subsidiary of
Hogg Robinson.

No. of staff: Approximately 55.

No. of eaptives managed: 2.

Other services: Manual claims
processing, being computerized;
claims reserve analysis; re- insur-
ance facilities; including access to
third-party in-house
claims, underwriting.

1980 Gross revenues: Not re-

business;

ported.

Principal officers: Charles T.
Fernie, managing director; Allan
MegGill, director; Darrel Jones,
Lindsey M. Scott, reinsurance spe-
cialists; Vincent D'Equiilar, direc-

tor; John Hogg, London director;
Peter Green, chairman-director.

James (Bermuda) Ltd.

Belvedere Bldg., P.O. Box 509,
Hamilton 5, Bermuda; 809-292-
6667

Year founded: 1977.
Parent company: Fred S. James

& Co., 230 W. Monroe St., Chicago,
1. 60606

No. of staff: 15.

' No. of captives managed: Ap-
proximately 25.

Underwriting pools: Not re-
ported.

Other services: Manual and
computerized claims processing;
claims reserve analysis; reinsur-
ance facilities, including access zo
third-party financial
planning and consultant services.

1980 Gross revenues: Not re-

business,

portedl

Principal officers:

Stanley
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INn Scotland a keel was laid for the

City of New York. In New York the

foundation was laid for vwWWm. H.

McGee & Co., Inc. Both enterprises

were destined to succeed.

The great ship, '4 built to beat any-

thing afloat,"” was one ofthe first twin-

screw liners on the North Atlantic

run. In 1892 she broke the speed rec-

ord for an Eastward crossing. She

was a "wonderfully consistent"” per-

former and "very popular with the
traveling public for many years."

Mayhew, president/managing
director; Terry Holden, vp.

K

Kitson Management Service
Ltd.

P.O. Box 449, Spithead House,
Reid St., Hamilton. Bermuda;
809-295-2525

Year founded: 1980.

No. of staff: 6.

No. of captives managed: 8.

Other services: Manual and
computerized claims processing;
claims reserve analysis; reinsur-
ance facilities, including access to
third-party risks; full range of ser-

vices.

1980 Gross revenues: Not re-

ported.

4-

115 NASSAU ST., NEW YORK

tf

Courtesy 01 The Mar ners Museum of Newport News, Va

William McGee was one of the early

marine insurance underwriters in the

modern New York insurance market.

He, too, was a consistent performer,

and came to enjoy the confidence of

brokers, insureds. and insurers alike.
The organization he founded carries

on those traditions.

For superior service on your Marine

Insurance needs-Ocean or Inland

--SEE McGEE.
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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

Established 1887

Correspondents throughout the World

Principal officers: Kirk Kitson,
president; David Thirkill, manag-
ing director; Gordon Beale, chief

accountant.

L

Landmark International

Management (Bermuda) Ltd.

14 Queen St., Box 1428, Hamilton
5, Bermuda; 809-292-1240

Year founded: 1977.

Parent company: Landmark
Insurance Group Inc., Oklahoma
City, Okla.

No. of staff: 8.

No. of captives managed: 9.

Other services: Manual claims
processing; claims reserve analysis;
reinsurance facilities, including ac-
cess to third-party business, if re-
quested; investment management
in Bermuda; feasibility studies,
fronting company placement.

Subsidiaries: Scottsdale, Ariz.;
Dallas, Tex.; Wichita, Kan.; Nas-
sau, Bahamas; Grand Cayman,
B.W.I.

1980 Gross revenues: $170,000
plus.

Principal officers: Stuart H.
Grayston, president; William E.
Thompson, chairman/secretary.

M ]

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 &
MelLennan Inc., 1221 Ave. of the
Americas, New York, N.Y. 10020.

No. of staff: 9.

No. of captives managed: Not
reported.

Other services: Computerized
claims processing; claims reserve
analysis; reinsurance facilities, in-
cluding access to third-party busi-
ness. Risk analysis; actuarial; fi-
nancial analysis and planning;
claims management; loss preven-
tion; management information sys-
tems, available through affiliates.

Subsidiaries: M&M Insurance
Management Services, 650 S.
Cherry St., Denver, Colo. 80222;
500 Church St., Nashville, Tenn.
37219.

1980 Gross revenues: Client
premium volume, $37 million.

Principal officers: Peter J.
Volpe, president-N.Y.; Thomas G.
Littell, assistant vp, manager-Den-
ver office, John J. Middleton, as-

sistant vp, manager-Nashville of-
fice.

Marsh & MclLennan
(Bermuda) Ltd.

P.O. Box 1262, Hamilton 5, Ber
muda; 809-295-3278

Year founded: 1970.

Parent company: Marsh &
McLennan Inc., 1221 Ave. of the
Americas, New York, N.Y. 10020.

No. of staff: 63.

No. of captives managed: Not
reported, Bl estimates 90.

Other services: Computerized
claims processing; claims reserve
analysis; reinsurance facilities, in-
cluding access to third-party busi-
ness; actuarial; financial analysis;
claims management; loss control;
data processing support,. under-
writing consultant

1980 Gross revenues: Aggregate
gross premium of managed cap-
tives: $270 million.

Principal officers: David B.
Vaughan, president; B. M. Pimm,
senior vp; Adrian Lee-Emery,



Clive Tobin, Bryan Thompson, P.O. Box 1752, Hamilton 5, Ber

vps. -

Marsh & McLennan Inc. (San
Francisco)

P.O. Box 3880, San Francisco,
Calif. 94119: 415-393-5409

Year founded: . 1975-M.1.E.C.,
1976-M.1.C.A.

No. of staff: 45.

No. of captives managed: Mu-
tual Insurance Co. of Arizona,
Phoenix, Ariz. (M.I.C.A.); Medical
Insurance Exchange of California,
San Francisco, Calif. rM.1.LE.C.).
M.I.C.A. is a mutual company and
M.1.LE.C. is a reciprocal exchange.
In each case, medical liability in-
surance is provided to participating
physicians. M&M (San Francisco),
which is headed . by Thomas J.
Grogan, senior vp, is manager of
both companies.

Other services: Computerized
claims processing; reserve analysis;
reinsurance facilities; claims man-
agement; underwriting, prevention
consulting.

1980 Gross revenues: Aggregate
premium under management, $33
million.

Principal officers: Jack Brooks,
M.D., president-M.I.C.A., Brad
Cohn, M.D., president-M.1.LE.C.

Marsh & McLennan Inc.
(Seattle)

800 Norton Bldg., Seattle, Wash.
98104; 206-223-1240

Year founded: 1976.

No. of staff: 4.

No. of captives managed: Med-
ical Indemnity Corp. of Alaska.
Medical Indemnity Corp. of Alaska
was.created by the Alaska legisla-
ture to . provide medical liability
and hospital liability insurance to
physicians and hospitals in Alaska,
as well as related coverages.

Other services: Computerized
claims processing; claims reserve
analysis and management; reinsur-
ance facilities; underwriting, loss
prevention.

1980 Gross revenues: Aggregate
premium under management, $1.5
million.

Principal officers: Charles Rig-
don, chairman; Arthur Weather-
ford, executive director.

N

North Star Management
Services Ltd.

Box 1111, George Town, Grand
Cayman, B.W.I.; 94904

Year founded: 1977.

No. of staff: 3.

No. of captives managed: 7
plus.

Other services: Computerized
claims processing; claims reserve
analysis; reinsurance facilities, in-
cluding access to third-party busi-
ness; investment management
through affiliate; legal staff avail-
able for specialized captive set-up,
either in-house or in Caymans,

fronting arrangements.
1980 Gross revenues: .Not re-

ported.
Principal officers: David L.
Moed, manager, director.

P

Pinehurst Management Co.
Ltd.

Dorchester House, Church St.,

muda; 809-2954864

Year founded: 1967.
Parent company: Pinehurst
Corp., 1800 Ave. of the Stars, Los
Angeles, Calif. 90067.

No. of staff: 28.

No. of captives managed: 35.

Underwriting pools: Dorches-
ter Pool. Captive can join pool
without being a client.

Other services: Manual claims
processing; claims reserve analysis;
reinsurance facilities, including ac-
cess to third-party business; lim-
ited investment mana-gement ser-
vices, loss development and feasi-
bility studies.

Subsidiaries: Pinehurst Man-
agement Co. (Cayman) Ltd., Bar-
clays Bank Bldg., George Town,
Grand Cayman, B.W.I.

1980 Gross revenues: Not re-
ported.

Principal officers: R. C. Whit-

Continued on nert page

CONSQLIDATED UNDERWRITERS. INC.

SPECIALISTS IN RISK FINANCING AND
SPECIAL RISK TECHNIQUES

SEE US FOR:

1. FEASIBILITY STUDIES - 5. ASSOCIATIONS/TRADE GROUPS
2. PROGRAM DESIGN . 6. REINSURANCE.

3. DOMESTIC CARRIERS - 7. SPECIAL. LINES

4. FOREIGN CARRIERS 8. EXCESS PROGRAMS

CAPTIVE MANAGEMENT OFFERED THROUGH

NORTH STAR MANAGEMENT SERVICES, LTD., CAYMAN, B.W.1.
KITSON MANAGEMENT SERVICES, LTD., BERMUDA

3101 Richmond Avenue Suite 280 Houston, Texas 77098 (713) 529-8664 Telex 79-2654

Self. Sufficient

The same degree of self-sufficiency that space exploration will demand can be found now in the Crown Employee
Benefit Package - extensive coverage for the firm with 10 or more employees.

Crown's Employee Benefit Packages
enable you to build a good, solid benefit plan
by combining -the major components most in

complete information contact the Crown Life
Group Office in your area or send in the
coupon below.

demand by small to mid-size businesses.
They begin with a basic package of Life and

A.D.&D. and then add optional benefits:

- Dependent Life
- Weekly Income
- Major Medical

- Dental (with Major Medical)
Round out that group plan with a Long Term -

For information on the Crown Employee
Benefit Package complete and mail this
coupon to:

Crown Life Insurance Co:, Group Marketing

120 Bloor St. East, Toronto, Canada,
M4w 188

Disability Benefit, available in conjunction Name
with the package. Company
Address
The Crown Employee Benefit,Package, City State Zip

81 - a/6/81

oHering extensive coverage: For more

*CROWN

UFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA
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ing, managing director/president;
Harry B. Kast, vp; Cyril H. Whit-
ter, assistant controller; George M.
Powers, Robert L. Emett, directors.

IR

Risk Management Ltd.

Invicta House, Candie Road, St.
Peter Port, Guernsey, Channel
Islands; Guernsey 23612

Year founded: 1978.

No. of staff: 11.

No. of captives managed: Not
reported.

Other services: Manual claims
processing, being computerized;
claims reserve analysis; reirsur-
ance facilities, limited access to
third-party business; limited in-

© 1980 AFCO Credit Corporation
Premium Financing

vestment management services; as-
sistance with captive feasibility
studies; full management for
Guernsey-based captives, risk
management analyses ind audits.

1980 Gross revenues: Not re-
ported.

Principal officers: Michael A.
Ward, M. John Palin, Diane J.

Ward, Peter A. Walpole, Dorothy
A. Window.

Risk Treatment Services

(Bermuda) Ltd.

Crawford House, Hamilton 5,

Bermuda, P.O. Box 2018; 809-295-
5425

Year founded: 1973.

Parent company: The Sperry &
Hutchinson Co., 330 Madison Ave.,
New York, N.Y. 10017.

No. of staff: 8.

No. of captives managed: 9.

Other Services: Manual claims
processing; reinsurance facilities,
including access to third-party
business, investment management
services.

Subsidiaries: Affiliated with
Bayly, Martin & Fay Inc. in U.S.

1980 Gross revenues: Not re-
ported.

Principal officers: Hal For-
kush, managing director; William
Re Kersten, president; Edgar H.
Browne. vp.

Risk Treatment Services Inc.

Market Tower Ill, 3025 S. Parker
Road, Suite 825, Aurora, Colo.
80014; 3034524912

Year founded: 1979.

No. of staff: 10.

No. of captives managed: 5.

Other services: Computerized
claims processing; claims reserve
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analysis and administration,- rein-
surance facilities, including access
to third-party business; investment
management; underwriting; ac-
counting and financial services;
general risk management consult-
ing services, self-insurance man-
agement services.

1980 Gross revenues: $500,000
plus.

Principal officers: William R.
Kersten, president; Gary R. Nel-
son, executive vp; Robert A.
Chorak, vp-claims; Duane W. Met-
calf, secretary/treasurer.

Rollins Burdick Hunter
Management Inc.

605 Third Ave., New York, N.Y.
10016; 212-661-9000

Year founded: 1970.

Parent company: Rollins Bur-
dick Hunter Cos., 10 S. Riverside

HowAFCO
got to be

number 1
IN premium
financing.

Getting there was easy We were the
first company to offer premium
financing on a national basis. So
you could say we started out as

number one.

It meant growing: Providing special-
ists in marine, aviation, and other
areas of insurance, to keep up with
the knowledge needs of risk man-

agers and their insurance agents

and brokers.

But staying number one for over 26

years took some doing.

But most of all, it meant developing

a countrywide network of offices

It meant building an organization of
capable, motivated people.

It meant providing superior service.

It meant being there with the funds-

year in and year out-in good times
and bad.

Nr FPa=awuul

staffed by capable, experienced and
friendly people who care.

If you'd like to know more about us,
and the benefits of premium financ-

ing, please use the coupon below to

request our informative new brochure.

N . Holl=arhd

Senior Vice President, Marketing, AFCO, 10 Hancver Street, New York, New York 10004

Dear Sir:

'd like to know more about the benefits of premium financing. Send me your brochure.

Name
Title

Company
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Plaza, Chicago, Ill. 60606.
No. of staff: 32.

No. of captives managed: 20.

Other services: Manual and
computerized claims processing;
claims reserve analysis; reinsur-
ance facilities, including access to
third-party business; investment
management; management front-
ing arrangements; coordinating
services; insurance diversification
services, acquisition analysis.

Subsidiaries: Rollins Burdick
Hunter (Bermuda) Ltd., Global
House, Gibbons Co. Bldg., Hamil-
ton 5, Bermuda; 809-295-5207. Rol-
lins Burdick Hunter (Caymans)
Ltd., P.O. Box 501, George Town,
Grand Cayman, B.W.I.; 92001.

1980 Gross revenues: Not re-
ported.

Principal officers: Robert R.
Godfrey, president; Michael W. EI-
liott, assistant vp; Clive Hims-
worth, managing director; Anth-
ony Stelling, Royan Ellis, resident

secretaries.

S

Skandia Management Office
for Captives

S-10350 Stockholm, Sweden; 08-
224420

Year founded: 1977.

Parent company: Skandia In-
surance Co. Ltd., Stockholm, Swe-
den.

No. of staff: 2.

No. of captives managed: 1.

Underwriting pools: None.
Swedish captives are not licensed
to write third-party business.

Other services: Manual claims
processing;.claims reserve analysis;
reinsurance facilities, investment
management.

1980 Gross revenues: Not re-
ported.

Principal officers: Lars Arf-
widson, Ralph Tellov.

Somerset Underwriting
Managment Ltd.

P.O. Box 2009, Washington Mall,
Reid St., Hamilton 5, Bermuda;
809-295-1646

Year founded: 1979.

No. of staff: 7.

No. of eaptives managed: 23.

Other services: Computerized
claims processing; claims reserve
analysis; reinsurance facilities, in-
cluding access to third-party busi-
ness; limited investment manage-
ment; rent-a-captive, insurance
and reinsurance consultancy.

Subsidiaries: Located in Lon-
don and Guernsey.

1980 Gross revenues: Not re-
ported.

Principal officers: John R. C.
Harris, president; Peter J. N.
Strong, executive vp; Brenda
Smith-Casey, assistant vp.

Southwest Offshore

Management Ltd.

P.O. Box 1571, Grand Cayman,
B.W.l.; 95422

Year founded: 1979.

No. of staff: 3.

No. of captives managed: 5

Other services: Manual and
computerized claims processing;
claims reserve analysis; reinsur-
ance facilities, including access to
third-party business; investment
management; underwriting; facili-
ties for feasibility studies; actuarial;
survey of reinsurance markets,
legal counsel.

1980 Gross 'revenues: Not re-
ported.

Principal officers: Jack VWV.
Hoffman, president; Winnie



Chung, executive vp/general man-
ager; Ross Blumentritt, secre-
tary/treasurer.

T

Tomenson Saunders
Whitehead International Ltd.

Trimingham Bldg., Front St.,
P.O. Box 337, Hamilton 5, Ber
muda; 809-292-3402

Year founded: 1973.

Parent company: Tomenson
Saunders Whitehead Ltd., Toronto
and throughout Canada.

No. of staff: 7.

No. of captives managed: Not
reported.

Other services: Manual claims
processing; claims reserve analysis;
reinsurance facilities, including ac-
cess to third-party business.

Subsidiaries: TA Associates,
throughout Canada; Lionel E. La-
longe et Associes Ltee., Montreal;
Tomenson Saunders Whitehead
(U.K.) Ltd., London, England;
Walsh, Gray & Moore Inc., Den-
ver, Colo.

1980 Gross revenues: Not re-
ported.

Principal officers: James M.
Mylrea, Michael Egan.

Transnational

Group/Compass Ltd.

P.O. Box 69, Grand Cayman,
Cayman Islands, B.W.l.; 94555

Year founded: 1973.

Parent company: Transnational
Ltd. (which continues to manage
United).

No. of staff: Approximately 100.

No. of captives managed: Ap-
proxifnately 20.

Underwriting pools: VVarious
property/casualty and marine
pools with aggregate premium vol-
ume in excess of $200 million. Cap-
tive must be a client to join pool.

Other services: Manual and
computerized claims processing;
reserve analysis; reinsurance faci-
lities, including access to third-
party business; investment man-
agement through correspondents;
administrative, financial, under-
writing and technical services, loss
control engineering and claims su-
pervision utilizing computer facili-
ties, worldwide.

Subsidiariest Universal Man-
agement Ltd., Shannon Airport
House, Shannon, County Clare,
Ireland 52798; 061-61955; Transna-
tional Guernsey Ltd., 31/33 Le Pil-
let, St. Peter's Port, Guernsey;

Channel Islands, Guernsey (0481)
27220.

1980 Gross revenues: Not- re-
ported.

Principal officers: Don West-
moreland, general manager-
Transnational; Bryan D. Murphy,
general manager-Universal Man-
agement Ltd.

\V4

Venture Mangement Ltd.

Cedarpark Centre, P.O. Box
1615; Hamilton 5, Bermuda;
23377

Year founded: 1977.

No. of staff: 8.

No. of captives managed: 16.

Other services: Manual claims
processing; claims reserve analysis;
reinsurance facilities, including ac-
cess to third-party business, invest-
mentdpanagement.

Subsidiaries: Anglo-American
Insurance Co. Ltd., provides "rent-
a-captive" facilities.

1980 Gross revenues: Not re-
ported.

Principal officers: H. Clayton
Chambers, president.

\"A%

Western Inte,national
Financial Group Ltd.

America International Bldg.,
P.O. Box 100, Hamilton, Ber-
muda; 809-295-5336

Year founded: 1980.

No. of staff: 5.

Other services: Manuaf claims
processing; claims reserve analysisi
reinsiranee facilities; investmen& .

insurance and financial manage-
ment services.

Subsidiaries: Western General
Insurance Ltd.. Intercontinental
Trading Co., America Interna.ional
Bldg., Hamilton, Bermuda.

1980 Gross revenues: 322 mil-

lion.
Principal officers: James M.
Turnbull, president/managing

directir; Rosemary Groves, trea-
surer; Iris Hills, secretary.
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' Brokers! - don't confuse activity with results

Are your current markets responding with the price, service, flexibility and innovation

you need to gkt that accouht . . . . and keep it ? If not-call us !
We offer immediate quotes for

* up to $5 million individual AD & D
« up to $25 milion per aircraft catastrophe
» $25,000 3per month disability income
« voluntary AD & D and business travel accident
« professional sports AD & D and disability
THE COMPANY

THE TEAM

Ted Dipple

«1*300*Dipple & gREnN

Il Kimmwz=zika’
131 State Stne:

Steve Lockwood

Candy Hallett
Kathy Connor

Debbie Di Gregorio -

fBoston, Massachusetts 02109

'617-367-3234 Tele:0921712 Annie Keefe

— = -
Tell me more aboul CS ONLINE, Corpora‘'€ Systems' new technological advance
in risk nanagemert communica:ions.
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7ip Pionec )

Kathy Bouras

Mail to:
CSONLINE
Corporate Systems

P. 0. Box 31783
Ama,illo, Texas 15120
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A global guide
to captive aides

M ERICAN COVERAGE

CORPORATION

CORPORATE INSURANCE SPECIALISTS

185 GREAT NECK ROAD, GREAT NECK, N.Y. 11022 (516) 487-3800

"ESTABLISHED 1930"

Become an expert in risk
management through

PRACTICAL
RISK

BAHAMAS

Ltd.
J. S. Johnson & Co. Ltd.

BERMUDA

A.C.C.Insurance Services Inc.

Alexander International Ltd.

Altamid Management Co. Ltd.

American International Co. Ltd.

Argus International Management

Ltd.

Armco Insurance Management

MANAGEMENT ~

11 t*Sk MAN//-41*5

Thereferenceoftheprofessionals,

yet usable by the beginner

VVhat it is:

FORMAT: Two loose-leaf binders, 81/2 " x 11"
9 supplements and many revisions annually.
Contents kept continually current.

CONTENTS: Management guides to:

Rec6rd keeping
Company policy

Claims adjusting
Selecting a broker
Valuations Self-insurance

How to bid insurance Selecting insurers, direct or

Captive insurance companies agency-writing
Cost allocation Loss prevention

Insurance manuals Mergers and acquisitions

Etc., etc., etc.

Insurance (property, liabil ity and workers'
compensation) guides to:

Policy coverage. exclusions
and conditions

Directors and officers liability
ERISA

Data processing risks
Ocean and inland marine
Earthquake and flood
Highly protected risks
Goods in transist

Construction projects
Crime insurance and bonding

Car rental contracts

Aircraft hull and liability
Etc., etc., etc.

VWho uses it:

Risk managers, both full-time professionals and those with other
duties « Financial and executive officers * Insurance agents and
brokers « Risk management consultants « Professors of insurance
and risk management « Lawyers and accountants

VVho writes it:

David Warren, CPCU, and Ros Mcintosh, CPCU, with Technical support

of Warren McVeigh & Griffin, Risk Management Consultants. A publica-
tion of Warren, McVeigh & Giriffin.

What they say about it:

"The most concise and informative text that we

— — E~ -

— Risk Manager

"Represents a monumental amount of work and a
windfall of iNnforrmatiormn . — Editor

"Practical Risk Management is the c/ass of the
Fie1<<d _ T~

— Director of Insurance

"We refer to it regularly.”™ - Insurance Agent
"/n the short time we've had the handbook it has

more than paid for itself.” -Broker

"1've subscribed to Practical Risk Management
for a few years and find it the only worthwhile
publication in the field. I've recommended it to my
clients and to others in the insurance industry.”

-- Broker

Price: Two binders with all topics to date: 84

First year: $175
Subsequently: $95 annually [Plus postage on binders outside U.S.A ) ,

El Please bill (Add $10 handling)
1 Check payable in US §$ to:

Practical Risk Management
Box 10093, Oakland, CA. 94610

O Check enclosed

Send a Subscription to

i NAME

COMPANY

ADDRESS

CITY AND STATE ZIP cCOnFE

British American Management

INn our directory

Ltd.

Association Insurance Consultants
Ltd.

Atlas Management Ltd.

Atrein Consulting Corp. Ltd.

B.F.&M. Management Ltd.
Bott & Associates Ltd.

Corroon & Black (Bermuda) Ltd.
Crum & Forster Managers (Ber-
muda) Ltd.

E.H. Crump (Bermuda) Ltd.
Arthur J. Gallagher & Co. (Ber-
muda) Ltd.

S.H. Grayston Management Ltd.
C.E. Heath Agencies (Bermuda)
Ltd./C.E. Heath Insurance Broking
(Bermuda) Ltd.

International Risk Management
Ltd.

J.& H. Ltd.

James (Bermuda) Ltd.

Kitson Management Service Ltd.
Landmark International Manage-
ment (Bermuda) Ltd.

Marsh & MelLennan (Bermuda)
Ltd.

Pinehurst Management Co. Ltd.
Risk Treatment Services (Ber-
muda) Ltd.

Somerset Underwriting Manage-
ment Ltd.

Tomenson Saunders Whitehead
International Ltd.

Venture Management Ltd.
Western International Financial

Group Ltd.

CAYMANS

Absit Insurance Management Ltd.
Caribbean Risk Specialists Ltd.
Homeland Insurance Management
(Cayman) Ltd.

Insurance Management Consul-
tants Ltd.

Insurance Services International
Ltd. (ISIL)

North Star Management Services
Ltd.

Southwest Offshore Management
Ltd.

Transnational Group/Compass
Ltd.

CHANNELISLANDS

Hogg Robinson (Guernsey) Ltd.
Risk Management Ltd. (Guernsey)

GIBRALTAR

Gibraltar Underwriting Services
Ltd.

SWEDEN

Skandia Management Office for
Captives

UNITED STATES

California

Marsh & MelLennan Inc. (San
Francisco)

Colorado
Anistics Inc.
Frank B. Hall Management Co.

Risk Treatment Services Co. Inc.

New York

M&M Insurance Management Ser-
vices Inc.

Rollins Burdick Hunter Manage-
ment Inc.

Virginia

Abbott & Willoughby

Washington

Marsh & MeLennan Inc. (Seattle)
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Hanna Mining’s Allen: A details man

By LORRIE GAWLA

CLEVELAND—Duane E. Allenpulls a pocket Portuguese
dictionary from his top desk drawer and looks up reunidas.

It bugs him that he can’t remember the exact translation of
Mineracoes Brasileiras Reunidas, an iron ore mine in Brazil
partially owned by Hanna Mining Co. He combs a few pages
of the dictionary and finds a close, but not exact, translation;
to bring together, as in bringing together several interested
parties to form a mining company.

That satisfies him for now, but the next time he’s in South
America he'll ask for an exact translation.

Paying attention to details; that's how the 49-year-old
Hanna Mining assistant treasurer/director of the insurance
management division and 1981 Business Insurance Risk Man-
ager of the Year has built his reputation among his superiors,
peers and subordinates. He uses details to create innovations
in risk management at the Cleveland-based natural resource
company which generated 1980 revenues of $334 million from
domestic and international operations, primarily in ferrous
minerals and non-ferrous minerals and metals.

“He's a detail man,” says Richard S. Thompson, president
of Altamid Management Co. Ltd., Hanna Mining Co.'s Ber-
muda captive management subsidiary devised by Mr. Allen.

“He knows how to put the details together,” continues Mr,
Thompson. “That’s why he’s so valuable. He gets down to the
minute details. His pockets are full of little papers and
notes.”

His four-person staff in Cleveland agrees.

“Duane is the idea man,” says his assistant risk manager
Gene Heskett. “He's always working on something new,
spending little time on the old. Once he puts the details of a

new concept in place, we administer it.”

His detailed brainstorming has produced:

s A risk management program that has propelled Hanna
Mining so far into the insurance business that income from
its Bermuda operations is now a line item in its annual report.

s Insurance and loss control programs for two joint ven-
tures in Brazil and Colombia where risk management was
unheard of. In Colombia, the well thought-out plan cut bud-
geted insurance costs by 50%; in Brazil, attention to detail
helped recover $1.65 million in claim payments after a §2.5-
million landslide loss. :

= A management style that convinces his superiors to let
him operate on a “loose string” and encourages his staff to
take the responsibility needed to implement his innovations.

Managing the risks

The 1980 Hanna Mining Co. annual report includes a new
line item under “Interests in Associated and Other Com-
panies.” Reading across from “insurance companies,” the re-
port shows income of $977,000 in 1980 compared with $164,000
in 1979 and $105,000 in 1978.

The profitable subsidiary insurance business includes Erie-
view and Oceanview, Hanna's captives in Bermuda organized
under Mr. Allen’s direction more than 10 years ago., The
captives “offer cost stability to the operating units through
fixing insurance costs in advance” and “allows the corpora-
tion to retain higher levels of risk,” explains Mr. Allen. This
is right in line with his overall philosophy “to buy as little
insurance as we can.”

For example, under its casualty insurance program with
Aetna Casualty & Surety Co., Hanna takes $250,000 of the

risk. However, that includes $225,000 insured by Erieview.
Hanna's major mines retain workers compensation risks up
to $100,000 of loss with excess workers compensation insur-
ance written to $1.75 million per occurrence by Erieview.
In its marine insurance program, $22,500 of its $25,000 P&I

deductible under a West of England policy is insured through . |

Erieview. When Hanna had ownership in ocean wvessels,
Oceanview took part of the hull risk and provided the life
insurance for the crew, including $10,000 for ordinary seamen
and $20,000 for officers,

Captives are not unique in risk management, but Mr. Allen
has taken an extra step. Hanna Mining now also owns Alta-
mid Managment Co., a company formed by Mr. Allen to
manage Hanna's captives. It's a profit center for Hanna, man-
aging eight other captives for other concerns, too.

Mr. Allen was also an organizer of CIRCL—Corporate In-
surance & Reinsurance Co. Ltd.

He pooled enough facts and figures to help convince 13
other major industrial companies to join Hanna the Ber-
muda-based reinsurer to provide casualty reinsurance for
their corporate captives. CIRCL now has an annual projected
premium volume of $68.5 million and the prospect of a new
member company this month. =

Last year, Mr. Allen propesed that CIRCL expand to cover
black lung risks, too.

(A story on page 77 analyzes Mr. Allen’s use of captives and
Hanna's Bermuda operations.)

His success with captives and easy access to lower-priced
insurance, however, has not diminished Mr. Allen’s emphasis
on loss prevention.

“Hanna believes first in operating safely to reduce expo-

Continued on next page

f
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Pho-o: James Guilford

Robert F. Anderson (left), Hanna Mining Co. president, and George
Humphrey 111, senior vp/finance, congratulate Duane Allen.
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All in name of prevention

Cont:nued from previous page
sure :o loss," says Mr. Allen.

For example, last month he
spent a week in Colombia evaluat-
ing sprinkler installations and se-
curity measures at a nickel smelter
under construction. The tip in-
cluded a 300-mile Flane ride
through the Colombian mointains,
a 20-kilometer jeep ride from the
project airport to the mine site, a

walk through the mine and a cou-,

ple meals al a finca (Yarmhouse)

' that was raided by outlaws earlier
in the project-all in the name of
loss preventi)n.

At both the Colomtian nickel
project and 'an iron ore project in
Brazil, Mr. Allen built loss preven-
tion -nto :he construction plans and
had Factory Mutual System engi-
neers approve the designs before
construction began.

Mr. Allen's loss prevention and
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control standards follow the Fae-
tory Mutual criteria, but he draws
some lines.

"l don't follow their advice hook,
line and sinker," he stressed. "For
example, Il make sure. major
operating areas are sprinklered,

. but I won't do that type of work for

minor areas that don't make any
difference as far as loss exposure."
He also doesn't send his plant su-

pervisors a bulky loss prevention
manual.

"Manuals are ineffective for
operating managers because the
manuals are too hard to keep up to
date," he explains. "l don't have a
'‘comprehensive' operating manual
for anything.

"Instead, we visit each site,
check conditions and personally
explain to managers what we
want. We are lucky to have few
enough locations that we can oper-

o
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ate that way.

"Our people also know if they
have a question, they can call in. If
necessary. we can always do a
safety audit and issue a memoran-
dum.”

Personal visits to plant sites has
been Mr. Allen's way of operating
since he joined Hanna in 1966 as
manager of property insurance.

He quickly set off on a tour of
Hanna plants in his first year wkien
he discovered that Hanna had no
integrated loss prevention program
and major facilities were being
built without loss control criteria.

He assessed each site, met with
his broker's loss control consultants
and the Factory Mutual engineers,
ordered changes and supervised
the work. Shortly, all Hanna's
major plant facilities qualified as
highly protected risks.

(Mr. Allen's insurance program
for Hanna Mining is outlined on
page 82.)

Spreading the word

Loss prevention is a universal

laniiuage to Mr. Allen.

The safety
preached in the states apply in
Brazil, Colombia, Guatemala an-
danywhere Hanna mines or operi
ates ships.

sanne epistles

- However,' When he crosses the

border, Mr. Allen's approach to

getting the word out is a little more
detailed. . "™

When he wanted to convince the
Brazilian operating managers of

Mineracoes Brasileiras Reunidas to

adopt a risk management program
for a joint venture iron ore mine
and port facility in which Hanna
has a 33% interest, he used a four-
point plan:

« Give the operating managers a
concrete example of a risk man-
agement program in the United
States and compare their needs to
it.

* Describe and explain the risk
management approach by propos-
ing a specific insurance and loss
prevention program for their
project.

« Use personal persuasion to con-
vince them it is good.

* Use the strength of Hanna's
management pebple to persuade
the partner's . management that
their operating managers should go
with the program.

Even with this approach, ittakes
at least two week-long sessions to
convince the site managers that the:
risk management concept makes

"You have to win their confi-
dence first," Mr. Allen explains.
"In the first visit, they just listen to
you and size you up. The next time,
if they trust you, they ask for the
details."”

And sometimes Mr. Allen gets to
prove that his detailed way works.

Halfway through the construe-
tion of the Mineracoes Brasileiras
Reunidas iron ore mine and ship-
ping terminal in 1972, a mile-long
landslide wiped out an ore-loading
structure. It took 114 years and $2.5
million to replace it, and a second
slide damaged the repair work.

The insurers said a design error
caused the losses. But Mr. Allen
won a $1.65 million claim payment
because he knew the loading struc-
ture was properly designed, and he
spent 11 weeks in Brazil in 1973
convincing the insurers of that.

However, he almost didn't have
a case to fight.

When the 1 million cubic yards
of earth covered the loading struc-
ture, the Brazilian operating man-
agers, never believing this catas-
trophe could be covered by insur-
ance, shook their heads and wrote
the disaster off as a loss in their
minds-and nearly missed the
deadline for filing the claim.

For Mr.. Allen, however, there's
no doubt whatis crvered on a con-



struction site. He spells out in de-
tail ahead of time what insurance
has been arranged, what risks will
be self-insured and what will be
studied for economic feasibility.

For the Cerro Matoso nickel
smelter under construction in Co-
lombia, he prepared a three-page,
single-spaced plan for insurance
according to each project phase:

= Preoperating-fire, public lia-
bility, all-risk equipment, ocean
marine cargo, fidelity, workers
compensation (self-insured for Co-
lombian employees and provided
for U.S. and expatriate employees
according to practices of interna-

tional companies) and automobile
insurance.

- Construction-All the above
coverages are purchased again but
the fire insurance is replaced with

a builder's risk insurance policy to
cover all risks for the full con-

struction costs with moderate de-
ductibles. Performance bonds also
are added.

= Operating-Machinery break-

down insurance and business in-

terruption coverage for losses

caused by fire, explosion and ma- .

chinery breakdown are to be in-
vestigated for economic feasibility.

For Mr. Allen,

there's no doubt
what is covered

on the site.

Other coverages used in the con-
struction and preoperating phases
will be purchased again with fire
insurance now replacing the
builder's risk insurance.

In the preoperating phase, reten-
tions were low, but for the con-
struction wrapup insurance plan,
property coverage included a
$100,000 deductible.

Liability insurance needed on
the $300 million project cost only
$60,000. Because of the cultural at-
titudes toward liability claims in
South America, injury awards are
infrequent and small.

In typical fashion, Mr. Allen at-
taches a final sheet to the Cerro
Matoso insurance plan to detail his
concept of risk management again:

1. Operations will be organized
and managed with consideration to
eliminate hazards for injuries to
employees, damage to property and
interruption of operations. Facili-
ties and training will be designed
to provide for reduction and con-
trol of any occurrence which may
result in injuries or damage.

2. The costs of injuries and dam-
ages which may occur are to be as-
sumed without insurance as much
as possible with due consideration
to the cost, availability and service
provided by insurance.

3. Insurance will be purchased as
required under the laws of the Re-
public of Colombia and when
available and economically feasible
to provide protection against losses
which may reduce financial and
operating efficiency of the project.

4. Services and advice concern-
ing prevention of injuries, fire pro-
tection, claims handling and insur-
ance will be provided by personnel

of the operator with assistance- of
insurance brokers and insurers. -

Making it work

"If there's one thing | don't un-
derstand, it's that,"” says Hanna
Mining president Robert F. Ander-
son, pointing to his risk manager
Mr. Allen.

Mr. Allen is working to make
risk management understandable.
A while back he circulated a report
on what his risk management de-
partment is doing and how
Hanna's Bermuda insurance opera-
tions fit into the whole of Hanna's
operations, which recorded $333
million in sales last year.

"l left that meeting more con-
fused than when | walked in," says
Mr. Anderson. "He's doing a great
job for Hanna-I just wish | knew

what it is he does.”

He probably will understand
soon. Mr. Allen took that first de-
partment report and has pared it
down to a simple slide show of
facts and figures that will show Mr.
Anderscn exactly how Hanna prof-
its from its captives and Altamid
Management Co. and let him ex-
plain it to the board of directors.

The effort is part of Mr. Allen's
four-point plan for making his risk
management ideas work:

1. Make an affirmative effort to
be on personal terms with manage-
ment and operating people
throughout the company so they
understand your goals.

2. Develop a staff that can han-
dle responsibility and then give
them the authority and support to
use it.

3. Participate actively in profe-

Continued on nezt page
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Managing General Agents/Surplus Line Brokers

125 Greenwood Avenue, Wyncote, PA 19095:
215-572-3800
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Working together to
provide unified business
iInsurance systems
that work for you.

MEET THE .

FAMILY OF COMPANIES

and associations to mass market to

Only Insurance Management pro-
vides such a wide spectrum of
insurance services and coverages
to privately owned companies, pub-
licly held corporations, government
entities, trade associations and indi-
viduals throughout the nation and
the world-

Through its affiliated companies,
IM can provide specific services to
meet clients' expanding needs as
circumstances change. The Inter-
Mark network of independent
agents creates customized business
insurance systems for corporations

their participants. Association In-
surance Consultants, Ltd.spe-
cializes in the establishment and
management of off-shore insurance
companies. Andthrough Nittany
Loss Control Services, clients
benefit from professional loss control
consultation and the design of safety

programs to maximize revenues and
minimize hazards before accidents

The IM Family of Companies...
offering coverages and services in:
Property & Casualty « General Liabil-

ity = Survey & Risk Analysis - Self-
Insurance < Captive Insurance Com-
panies « Deductibles - Safety & Loss
Prevention « Claims & Loss Handing
< Account Servicing - Bonds -« Per-
sonal Insurance Employee Benefits
- Health Maintenance - Life - Estate

Tax & Financial Planning

hamon,lee mmii,weme,81*
FAMILY OF COMPANIES

Insurance Management. 8401 Connecticut Avenue . Chevy Chase, Maryland 20015 « (301) 654-8100 - Telex: 898368 IMW CHEV
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Developing a staff

Duane Allen (right) confers with staff members (from left) Gene
Heskett, Connie Lingle, Lee Shealy and Karen A. McCloskey. Mr.
Allen believes in delegating responsibility to the staff.

®3

Self-Funded Employee Benefit Specialists Since 1959

- ON LINE CLAIMS ADMINISTRATION - EXCESS REINSURANCE

EXECUTIVE & EMPLOYEE
BENEFIT PLANS, INC.

-COMPLETE ADMINISTRATIVE SERVICES - LIFE, LT.D, DENTAL MEDICAL

Contact: C. JemeyWintersteller

Vice President - Sales
2025 Riverside Drive, Columbus, Ohio 43221
(614) 481-8393

ATLANTA-BOSTON-CHARLOTTE.CINCINNATI-CLEVELAND-COLUMBUS-HOUSTON-MIAMI-ORLANDO

"...the only foundation
of real business

IS service."

At Midland, our prime objective is to
provide prompt, efficient insurance and
risk management services. We are a com-
pany big enough for strength and stability,
but organized so our specialists can be re-
sponsive to your total needs.

We work especially well with national and
regional companies involved in manufac-
turing, distribution and transportation op-
erations. Without appearing too immodest,
we should mention that Agents and Brokers
everywhere have nice things to say about us.

Our spe~=ialty is providing complete pro-
grams with tailored coverages that are

HENRY FORD

Inventor, Industrialist

custom designed and oriented.

These include SIR and large deductible pro-
grams. We also arrange filings and claim
administration to complete your program.

We found out a long time ago, that this is a
better way to run an insurance company. So
if you agree and you're the kind of person
who wants things done right, why not con-
tact us. Make us prove that we can do the
job-the way you expect it to be done.

Midland is licensed in all 50 states, the Dis-
trict of Columbia, Canada, Puerto Rico and
the New York Free Dade Zone.

Midland Insuirance Company

The Decisive Specialists
(212) 248-1130
160 Water Street, New York, N.Y. 10038
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Allen's style

Continued from previous page
sional organizations to stimulate
personal growth.

4. Use insurance brokers and in-
surers for the service needed to get
the job done.

Mr. Allen looks to Hanna man-
agement for policy guidelines.

"l don't go to them with every
problem. They don't have the tech-
nical experience to give me the an-
swer," he explains.

"But | do need to know their
overall objectives."

It is important to his success that
they understand his role. "Then
they will support me more."

"l appreciate that they let me op-
erate on a loose string although
they aren't afraid to jerk. I've had
good leaders here."

Mr. Allen applies the same "loose
string" theory to his own staff.

"He gives us direction, but not
detailed direction,"” says assistant
risk manager Gene Heskett.

Mr. Allen uses participative
management techniques. He layers
staff assignments to allow the mid-
dle layer to supervise the first-
level employees. And he delegates
authority. Mr. Heskett is Mr.
Allen's right-hand man for domes-
tic operations and a year ago Mr.
Allen hired Lee Shealy to super-
vise the Bermuda operations.

He also encourages his staff
members to continue to become
better at their jobs. His track rec-
ord is impressive.

His administrative assistant,
Karen A. McCloskey, joined him
eight years ago, coming to the in-
surance field from teaching. Dur-
ing the last seven years she has
earned her IIA, ARM and CPCU
designations.

Mr. Heskett has his ARM desig-
nation and is fourth-fifths of the
way through the CPCU program.
Mr. Shealy, manager of claims and
underwriting, has his ARM and
Connie Lingle, the newest staff
member, has told Mr. Allen that
she is signing up forher first LIA
course to help her do her secretar-
ial tasks better.

To implement the risk manage-
ment program he and his staff de-
velops, Mr. Allen encourages par-
ticipation in decisions by the
operating managers at all Hanna
sites. "The result is that the deci-
sions reached are more realistic
since they involve input of those
persons close to the operations," he
explains.

Mr. Allen spends a lot of time
teaching and directing others, but
also replenishes himself by ac-
tively participating in RIMS and
the Society of CPCU and leading
the Captive Insurance Companies
Assn.

And he seeks out expert brokers
and insurers to discover new ways
they can help him do his job more
easily or better. .



In Bermuda, Duane Allen does it himself

By KATHRYN J. McINTYRE

HAMILTON, Bermuda-
"Poached eggs. It must be Friday,"
Duane Allen says before lifting the
cover on his breakfast.

It's Friday in Bermuda, where
Mr. Allen lives one week a month
to be on location as chairman of
Altamid Management Co. Ltd., the
captive management firm he or-
ehestrated as a Hanna Mining Co.
subsidiary.

Mr. Allen, whose stateside title is
assistant treasurer of Hanna, has
memorized the repetitive breakfast
menu at Rosedon, the small, old-
Fashioned hotel where he lives 12
weeks of the year.

The events of the day at Alta-

'hoto: Kathryn J. Mcintyre

mid's offices, a brisk 10-minute
walk away, are not as predictable
as the breakfast menu.

"Each month it's something dif-
ferent," he says.

In a week in March, the high-
lights of work included:

Monday: Preparations for com-
mittee meetings of Corporate In-
surance & Reinsurance Co. Ltd.,
the group-owned reinsurance cap-
tive he hel-ped organize and which
Altamid manages. Underwriting
information, accounting problems
and year-end audits needed re-
view .

Tuesday: CIRCL committee
meetings.

Wednesday: A CIRCL diree-
tors' meeting in the morning. In

lichard Thompson and Duane Allen meet at Altamid.

the afternoon, gather loss reserve
schedules for Hanna's captives for
the Internal Revenue Service,
which is auditing Hanna.

Thursday: Future planning
with Altamid president Richard S.
Thompson and work with auditors
from Charter Oil, a participant in
CIRCL.

Friday: A meeting with the Ber-
muda registrar of companies to
talk about certifying a Hanna em-
ployee as a loss reserve specialist to
comply with the reserve review

provisions of the Bermuda Insur-
ance Act. Also meet with the CPA
to plan a present-value insurance
program.

During any given week in Ber-
muda, Mr. Allen's schedule can in-
clude consulting with the accoun-
tants on treatment of policies, re-
viewing reserving practices for
CIRCL and the other nine Alta-
mid-managed insurance com-
panies, spot-checking insurance
contracts and orienting himself
with how $40 million of client

money is being invested by Alta-
mid's staff investment manager.

And there is planning-about
25% of his time.

Hanna bills Altamid $75,000 an-
nually for Mr. Allen's insurance
consulting and time away from its
Cleveland headquarters. For travel
costs and the services of other
Hanna staff delivered to Altamid,
about half of Hanna's $300,000 risk
management administration bud-
get is billed to Altamid.

Continued on next page

YOUR BEST STRATEGIC MOVE ...

Bayly, Martin & Fay International, Inc.

International Insurance Brokers & Risk Management Consultants

Corporate Headquarters « 3200 Wilshire Boulevard + Los Angeles. California 90010+(213) 736-9600
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Some call it

- MASS MERCHANDIZING-
-SPECIALTY MARKETING-
-GROUP SALES-

VWe call it

OOD SE E"

WORKERS'

INDUSTRY ' LIABILITY COMPENSATION
Alcohol & Drug Abuse Clinics...... e ...
Alarm Mfg., Installation & Monitoring ....... [EI 131.....
AMmusement Business. . ... .. ... ....... [3-.-.-..
Demolition Contractors. .................. Ch.....
Diagnostic & X-Ray Laboratories ....... ....131 ...
Elevator Mfg. & Maintenance Contractors.....
Equipment Rental Operators............... - El .
Medical & Surgical Clinics..... ........ <1-----
Mental Health Clinics ............... .. .. oD [ =y R
Safety Equipment Mfg., Installation & Service 1L COo.....
Security Guard, Patrol & Detective Agencies L=
Temporary Help Services E]l.....

Our "GOOD SENSE" specialization enables us to offer our producers prompt and intelligent
responses and service, as well as the most comprehensive and competitive products available.
Our "GOOD SENSE" specialization has spelled success for hundreds of agents and brokers
around the country and can do the same for you.

If you have a current or prospective ir,sured involved in one of the aforementioned in-

dustries or wish to become profitably involved in these or any other industries, it makes
"GOOD SENSE" to --- come to CoverX.

For further information or applications call or write...

COVER CORPORATION

30161 Southfield Road, Southfield, Mich. 48076 - Tel.: (313) 644-3200, Telex 23-5635

CERTIFICATE OF UFE INSURANCE

OCEANVIEW INSURANCE COMPANY (1978) LTD.

P.O. BOX 2002

HAMILK)N. BERMUDA

Hereby cerlines that all:
Masters

Chief Engineers
Senior Officers & Engineers

(Chief Mates & First Engineers)
Junior Officers & Engineers
(First. Second, & Third Mates, Radio Operators. Second. Third, Fourth & Electrical Engineers,
: Conveyor Engineers)
Cadet Officers & Engineers
of vessels Managed by SKAARUPSHIP MANAGEMENT COMPANY

Who are insured under Group Policy # OV 3000 are, subject to the terms and conditions of
said policy, insured for the Life Insurance benefits described in the Schedule of Benefits.

SCHEDULE OF BENEFITS

Upon receipt of due proof of your death, the sum of $20,000 will be paid to the beneficiary
designated by you as entered on the insurance records maintained in connection with this policy.

This policy applies only while you are in the service of a vessel managed by Skaanip Ship
Management Company You are not covered while on vacation or leave of absence. This policy
also *plies ifyou die as a direct result ofan injury orsickness contracted while in the service of a
vessel managed by Skaamp Ship Management Company. The policy minates when you retire.

This policy is integrated with the existing INA Policy # ABL 61 6444, or its replacement.
covering ship disasters. Therefore. in no situation will your beneficiary receive more or less than

$20,000 benefits.

At age 65, your coverage is reduced 10 $10.000. Those who are 65 oroveron the effective date

of the policy will be insured for $10,000.

'What can we do better?’

Continued from previous page

The formation of Altamid and
Hanna's other Bermuda insurance
operations resulted from Mr.
Allen's tendency to look at Hanna's
risk management and insurance
needs and ask, "What can we do
ourselves, better?"

The answers to that question led
to the creation in 1970 of a low-
level operation in Bermuda to in-
crease Hanna's insurance-buying
effectiveness. Now the Bermuda
operation is a significant operating
unit, generating $1.8 million in in-
come in 1980.

Hanna's interest in the operation
was recognized for the first time
this year with a line item in the
1980 annual report: $977,000 pretax
profit, an 87.8% return on equity of
$1.1 million in 1979.

It's projected the insurance oper-
ation in Bermuda, which also in-
cludes two captive insurance com-
panies and a brokerage firm, will
pay more than $1 million in divi-
dends to Hanna and its partners in
1981, with more than half going to

I VAAI INSURANCE MANAGEMENT CONSU LTANTS LTD.

CONSULTANTS TO AND MANAGERS OF
OFFSHORE INSURANCE COMPANIES

Providing a full range of services including: -

Actuarial and Feasibility Studies
Loss Prevention and Risk Management Programmes
Establishment and Placement of Reinsurance Programmes

Claims Management

Administrative Services

Investment Management

For further information write and ask for a copy of our brochure "Formation and

Operation of Insurance Companies in the Cayman Islands".

P.O. Box - 063. Grand Cayman, B.W.I. 0 Telephone: (809) 94-94458. Telex: 4351 Consul | Cable: Consulgram

Hanna. The average projected rate
of return on equity over the next
five years is 58%.

Net premium volume in Hanna's
two captives-generated by Hanna,
its partner National Steel and com-
mercial insurance underwriting-
was $7.4 million in 1980.

"Hanna got interested in captives
when our trading partner Cargill
established one in the late 1960s,"
Mr. Allen recalls. "l initiated a fea-
sibility study in 1968 soon after |
joined Hanna. | did the study my-
self, using Marsh & McLennan ex-
perts at the time to counsel on the
results.”

The results were acted upon in
1970. Hanna formed Erieview In-
surance Co. Ltd. to underwrite do-
mestic risks and Oceanview Insur-
ance Co. Ltd. to underwrite inter-
national risks, primarily marine.

"We started with charterer's lia-
bility insurance in Oceanview for
the momentus premium of $50,000.
We insured $95,000 excess of $5,000
per claim-with an insurer with a
capital base of $100,000," Mr. Allen
shutters to recall.

The tiny companies were under
the management of the joint ven-
ture trading company with Cargill
in Bermuda.

"We made $40,000 profit in
Oceanview the first year-because
we didn't know about IBNRs. Our
learning curve was just beginning,"
he smiles.

National Steel, a principal trad-
ing partner, joined Hanna as a par-
ticipant in Oceanview and Erie-
view, which was capitalized at
$480,000.

P&l risks were placed with
Oceanview in 1971 and with Erie-
view in 1972. Hull risks were
added to both insurers in 1972.

Mr. Allen also discovered IBNRs
in 1972. The payment schedule he
developed for P&l and hull losses
is still used today.

The first casualty risks were in-
sured with Erieview in 1973 when
Hanna's casualty insurer, Aetna
Casualty & Surety, ceded 50% of
the $75,000 excess of $25,000 layer
to Erieview.

Workers compensation risks
were added in 1974: A $50,000 ex-
cess layer over a $100,000 self-in-
sured retention. Because Hanna's
excess workers compensation in-
surer, General Reinsurance Corp.,
would not reinsure with a small
captive, the layer was reported as
self-insured.

Management of the companies
changed in 1975 when A. Martin



Smith resigned to join Interna-
tional Risk Management Ltd. and
Mr. Thompson was hired.

By 1976, the net worth of the two
Hanna/National Steel insurance
companies had increased to $1.5
million on the success of the cap-
tive insurance programs and
Hanna decided to look into com-
mercial insurance ventures. On the
basis of a feasibility study con-
ducted by Mr. Allen and Hanna's
treasurer, four reinsurance con-
tracts were lined up, one for 1976
and three for 1977:

< Excess casualty insurance, 2%
of a $500,000 excess primary pro-
gram written by Stonewall Insur-
ance Co. for 1976.

- Excess property/casualty in-
surance business offered by Pru-
dential's MUF pool.

- A small participation in Alli-
ance's pool for captives seeking re-
insurance business.

= A share in the Highlands un-
derwriting facility in London.

The outside reinsurance business
dropped Erieview's percentage of
related business to 41% on $820,000
in 1977 net premiums. The pre-

mium volume is understated for

the risk taken because the premi-
ums were slow to arrive.

Participation in Corporate Insur-
ance & Reinsurance Co. Ltd. in

1978 rocketed Erieview into sub-

stantially larger premiums.
CIRCL, founded by 11 com-
panies to reinsure their captives to
spread their risks and increase
their capacity, allowed Hanna and

National Steel to increase their in-

surance programs with Erieview.
Premium volume from Hanna
and National Steel increased to $5
million on the insurance on a large
share of National Steel's primary
casualty insurance and a larger
share of Hanna's workers compen-
sation and general liability risks.

Adding the reinsurance of
CIRCL risks to the commercial in-

surance underwritten reduced
Erieview's percentage of controlled
business to 2% of $11.2 miillion in
gross premiums, $5.8 million net.
Creation of CIRCL also moved
Hanna into owning a full-fledged
captive management company.
CIRCL participants wanted an in-
dependent manager, and Mr.
Thompson was selected. A man-
agement contract was signed with
a newly created Altamid Manage-
ment Co. Ltd., wholly owned by
Hanna. Initial investment: $12,000.
The CIRCL and Altamid organ-
izing efforts demanded Mr. Allen
visit Bermuda four times in 1977
But by September 1978 he found
he needed to be in Bermuda once a

month.

"We had to develop a complete
new administration system for
CIRCL, which changed my activ-
ity," Mr. Allen said. "l became in-
volved, as chairman of the under-
writing and rating committee of
CIRCL, in drafting treaties, policy
issuance and financial reports."

Seaview Insurance Ltd. also was
rolling along by this time. The Ber-
muda-based insurance broker was
formed after Mr. Allen realized in
1976 that he was gathering all the
marine risks of Hanna and asso-
ciated companies to concentrate
buying power.

"We determined we were doing
the producing and the brokers

were servicing so we wanted to see
if we could do it ourselves.” Mr.

Allen wanted a share of the 5%
service fee on the $5 million ma-
rine insurance account.

"We decided to organize a Ber-

muda broker, concentrate the pre-
mium with one broker and have

our broker act as co-broker for a
negotiated commission."

Marsh & McLennan, the co-bro-
ker for the marine business, re-
ceives a 3% commission for service
and Seaview gets 2%.

Seaview is jointly owned by
Hanna and Skaarup Shipping,
which has managed Hanna's ocean
marine division for 25 years. Al-
though that arrangement just

ended because Hanna isn't floating
as much cargo across the ocean,
Mr. Allen continues as insurance
consultant to Skaarup, and Sea-
view continues to pull together
Skaarup and Hanna marine risks.
Oceanview is underwriting some
of the hull, P&l, life insurance for
crews and other marine risks for
Skaarup and Hanna's Canadian-
flag Seaway fleet for a current an-
nualized premium of $290,000.
Seaview just declared a $36,000
dividend for 1980, split 50-50 by

the owners.

Erieview also declared dividends
to its owners: $500,000 split by Na-
tional Steel and Hanna. "1980 was
a very good year for Erieview,"
said Mr. Allen of the $1.5 million in
income reported.

Erieview has had losses. It shows
a net loss of $1 million on the com-
mercial insurance underwritten
since 1977, due to a big loss in 1977
on the Highlands underwriting
agency business.

Continued on next page
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AWHOLE NEW TREE.

One of America's newest reinsurance companies wears
a very old and respected insurance name: NVVNL.
And though this company is young, the people who
make it work have considerable
experience.
The NWNL Reinsurance Company.
Young. Experienced. And growing.

NWNL REINSURANCE COMPANY

Box 20, Minneapolis, MN 55440
(612) 372-1868 TWX: 910-576-0230
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A viable new, high

capacity insurance
market fortheoiland

marine industries.

Global Special Risks is a viable new insurance
market built on long-term experience in the
offshore oil industry. The principals of Global
are insurance professionals with long personal
experience in the oil and maritime industries.
They know the specific coverages to provide and
can write these coverages expeditiously and
competitively.

Through strong, long-standing associations
with underwriters in London, Global Special
Risks can provide immediate, high-limit
binding coverage for your clients. Global also
has authority and facilities to handle
settlement of claims locally.

Global Special Risks serves only licensed

insurance brokers and agents. We invite

your inquiries.

Global

Special Risks, Inc.

433 Metairie Road, Suite 203, Metairie, La. 70005

504/838-8611/Iblex 587452

LEE M. STENTZ, PRESIDENT

EDWARD W. COOKE, EXECUTIVE
VICE-PRESIDENT

MICHAEL GARIN, VICE-PRESIDENT

Allen as Altamid consultant

Continued from previous page

Even though Highlands restruc-
tured the agreement and no more
losses came in, Hanna canceled the
reinsurance contract effective Jan-
uary 1981.

"We can't and don’'t need to be
underwriting in the London mar-
ket,"” Mr. Allen said. "The pre-
mium flow to Bermuda is too slow
and the profit margins aren't terri-
bly great.”

Premiums from the Highlands
business will continue to flow in
addition to about $250,000 in pre-
mium from Prudential's pool and
less than $100,000 from the Alli-
ance pool. The Stonewall contract
lasted only one year because the
insurer got out of writing the busi-
ness and was later acquired by an-
other insurer.

But Erieview's premium volume
for 1981 will be down substantially
from 1980 because National Steel
has created is own captive, River-
side..: The volume of business from
National Steel was considered out
of proportion to Hanna's in Erie-
view and Mr. Allen helped estab-
lish Riverside.

Risks of Hanna, National Steel,
commercial insurance and partici-
pation in CIRCL will give Erie-
view a 1981 premium volume of
about $3 million, against net worth
of $3 million.

Altamid also turned a profit of
$78,000 in 1980, but the money is
being plowed back into office fur-
nishings for the new headquarters
and computer programming.

From a staff of three in 1978~
Mr. Thompson, a bookkeeper and a
secretary-Altamid has grown to
10 people to manage 10 companies.
Professionals include two account
managers, an underwriting and
claims administrator and an in-
vestment manager. Two secretaries
double as computer operators for
Altamid's in-house computer.

Mr. Allen provides the technical
expertise required to operate Alta-
mid, although Lee Shealy, Hanna's
manager of claims and under-
writing, is picking up more.

Fasterthan you can say eSS -11-.

VWOMRS' COMP'"=

DILEMMAZ

Brown Brothers is on the move. 4

Seeing that workers' compensation dilemmas often develop
at unforeseen times, Brown Brothers Adjusters is ready to
move 24 hours a day, 7 days a week. Our claims experts offer
the kind of efficient service that helps get everyone back on
the job sooner. By keeping up on the latest state and federal
regulations we carry the up-to-date knowledge needed to act
-self-administered programs included. Next workers' comp
dilemma, call Brown Brothers. Answers will follow quickly.

811% Brown Brothers Adjusters

Home Office: 545 Sansome Street, San Francisco, CA 94111 - (415) 392-2825
TELEX: San Francisco-34-472 - Honolulu-63-4266 - Los Angeles-67-234
License 8-137

"But when you contract with Al-
tamid, you get me,"” Mr. Allen
grins. "l function in the role of a
consultant, as part of Altamid's
service contract with its clients.”

Altamid would like to manage 25
companies. "After 25, we couldn't
maintain the quality of service and
personal relationship with our eli-
ents," Mr. Thompson says.

Potential clients include EPIC,
the name coined for the second
CIRCL-type pool for smaller com-
panies. It would write smaller ex-
cess insurance layers than the $5
million offered by CIRCL.

Twenty companies have ex-
pressed interest in EPIC, but only
four are ready to sign up. Mr.
Allen wants six before kicking off
the new venture.

CIRCL, with 14 participants and
projected 1981 premium volume of
$68.5 million, may add another
participant. Its bylaws allow for
growth to 25 members.

Another potential client is
COAL, a prospective coal-industry
owned captive to underwrite black
lung risks. Mr. Allen is coordinat-
ing a study with consultants from
Trenwick and is tackling the job of
determining what discount factor
to use in funding these long-term
liabilities.

At a time when some insurance
experts are questioning the advan-
tages of captive insurance com-
panies, Mr. Allen remains a
staunch advocate.

"Captives will continue to grow
because the alternative is to put
money in someone else's control.
Pools allow you to underwrite a
multiple of limits if properly struc-
tured-not the low-limit pools.”

Paid-loss retrospectively rated
insurance plans, the biggest com-
petition now for captive funding
plans, don't interest Mr. Allen be-
cause Hanna is involved in so
many joint ventures that have to
stand on their own and can't retain
as much risk as Hanna can.

"One affiliate really needs the
cash in its business so it does use a
paid-loss retro,” Mr. Allen noted.
"But if a company is cash rich, cap-
tives are better," he maintains.

Even under a paid-loss retro the
insurer wants to close out the re-
serves at some point, he notes, and
the company ends up paying more
than it would if it held the re-

Captives will continue to mature
and grow more complex, Mr. Allen
predicts. He expects to need an un-
derwriter on the staff of Altamid
within the next two years.

He isn't concerned about the tax
implications of using a captive in-
surer since Hanna's companies
have been jointly owned and un-
derwriting unrelated risks for so
long. He isn't "particularly wor-
ried" about the IRS audit of Hanna
in progress, although it is the first
IRS audit of a CIRCL participant
for the years it has been in CIRCL.

The IRS will become more ag-
gressive in pursuing the deductibi-
lity of premiums to captives lack-
ing outside business now that it has
won the Carnation case at the ap-
peals level, Mr. Allen predicts.

He hopes companies looking for
outside business will concede that
the best business comes from pools
like CIRCL. "They offer con-
trolled, identifiable risks from
companies with financial integrity
and management strength.”

It's obvious he wants to see
CIRCL, EPIC, COAL and possibly
other pools grow under Altamid
management also for the pers6nal
challenge the work offers him.

"It's exciting. It expands involve-
with

ment reinsurance un-—

derwriters, who are leading partic-
ipants' risks, with auditors in Ber-
muda to explain the pools, with
people like Conning & Co. hired to

work on the reserves and for me to

handle participants' underwriting
and claims.”
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NOW IN ONE
VOLUME

A compendlum of authoritative writings by
Insurance and relnsurance leaders of the past

VvibidE,3ZEP

25 years. 600 pages with an International
locus. A stimulating review and reference work.

Complled and edited by Andrew Barile,
president, Aneco Group of America, Inc.
and Peter Barker, vice president,
Andrew Edwards & Co., Inc.

TWELVE TOPICALLY ARRANGED CHAPTERS
< An Overview of Reinsurance-Developments, Attitudes and Statistics
« Treaty Reinsurance Concepts and Forms-Pro Rata and Excess of Loss
« Facultative Reinsurance Concepts and Forms-
Pro Rata and Excess of Loss
- Developing Reinsurance-The Role of the Reinsurance Intermediary
and the Reinsurance Buyer
= Reinsurance Underwriting-Understanding the Application of
the Reinsurance Agreement
« Economic Aspects of Reinsurance-Reinsurance Profitability
+ Reinsurance Accounting, Administration and Taxes
+ Understanding Reinsurance Claims, Reserves, 18NR and Inflation
-» The Legal Aspects of Reinsurance
+« Reinsurance-Its Implications For Captive Insurance Companies
and Other Specialty Areas
« The Aspects of International Reinsurance
« Developing the Reinsurance Executive '

PARTIAL LIST OF CONTRIBUTING AUTHORS
Frank W. Munson - Laszlo K. Gonye * N. David Thompson

M. E. Eisenring ¢« Pierre Bonnasse - tvor R. Binney « Bernard J. Daenzer
John R. Zech - Bard E. Bunaes - Ward Gordon

Norman E. Roop « Harold M. Tract - Martin A. Mayer

SAMPLING FROM AMONG MORE THAN 100 ARTICLES
- Reinsurance in the Modern Insurance World
= Choosing A Correct Net Retention

= The Intermediary In International Reinsurance
- Financial Problems of Reinsurers

« Reinsurance of Captive Insurers

- Professional Reinsurance as a Career

Order before July 1, 1981 andenjoy Pre-Publication Special Price $125

To: Interstate Service Corporation, P.O. Box 1725, Oklahoma City, OK 73101

Allen practices gospel
of long relationships

CLEVELAND-Duane Allen
picks his brokers for their exper-
tise and his insurers fcr a long
time.

For the $3-million-premium
property/ casualty insurance and
$3.5-million-premium marine cov-
erage for Hanna Mining Co.'s
wholly owned and domestic joint
ventures, Mr. Allen went to New
York, Chicago, Cincinnati and
Pittsburgh for the brokers.

For the insurance, he used com-
petitive bidding but developed the
programs with major underwriters
on a long-term basis. He benefits
from the good relationships time
builds and the carriers know they
will have a number of years to re-
cover initial costs.

Aetna Casualty & Surely Co. has
been on Hanna's casualty risks
since the 19205. For the last 23
years, the Allendale Insurance Co.,
a member of the Factory Mutual
System, has underwritten Hanna's
property insurance.

Marsh & McLennan brokers
Hanna's major insurance programs,
but Mr. Allen puts his business
where the experts are. For marine,
it's 11&M New York; for property,
M&M Pittsburgh, and for casualty
risks, M&M Cincinnati.

"We don't wait for the local of-
fice of the brokers to cc me to us
offering their services," says Mr.
Allen. "We take our business to the

office that has the best man for the

job."

The sinking of the Feddy'

There won't be a ballad on "The Sinking of the Feddy," but that
marine loss will cost Hanna Mining Co. $91,500 more than its loss
from the famed wreck of the Edmund Fitzgerald.

The sinking of the Edmund Fitzgerald on Lake Superior in 1975
gave singer Gordon Lightfoot material for a hit song and cost
Hanna a $625,000 load of iron ore that was being.shipped by the
Fitzgerald's owner. However, Hanna's cargo insurance picked up
the full loss.

The story of the Feddy has a much different ending.

The Liberian tanker, whose name stands for nothing but the
quickest way to rename a ship called the Eddy, sank in the Medi-
terranean Feb. 10 when it collided with a Greek ship off the coast
of Algeria.

Thirty-one of the 34 crew members on the Feddy, which was
jointly owned by Hanna and the Skaarup Shipping Group in New
York, drowned when the hull collapsed as the Greek vessel tried to
pull free of the wreckage.

Oceanview, a Hanna captive in Bermuda, underwrote 2% of the
$3.5 million hull value ($70,000) and the life insurance on the crew
members at $10,000 per ordinary seaman and $20,000 per officer
($420,000).

It also underwrote the first layer of protection and indemnity
coverage to $40,000 with a $6,000 deductible.

Together, these losses total more than $500,000 but Oceanview's
reinsurance on the hull and life coverage cut its losses to $17,500
and $40,000, respectively. That, added to the $34,000 P&l claim,
gave Oceanview-and indirectly Hanna-a $91,500 loss on the
Feddy.

Underwriters in London and U.S. markets already have paid the
remaining hull claim to full value, the P&l claim with West of
England is pending and no one has heard when "The Sinking of
the Feddy" will be in the record stores.

Enclosed is payment of $- in U.S. funds payable to Interstate Service
Corporation. Send me- copy(ies) of'"Reinsurance and Reinsurance Man-
agement" at Special Pre-Publication price of $125 per copy. (Outside U.S.A.
add U.S. $15 to cover postage & handling.)

Name

Address

City 5.1.¢a

For example, when Mr. Allen
first commissioned a broker for his
casualty risks, he went to Chicago
and struck up a relationship with
M&M's Ron Luckett because "Chi-
cago was the center of the casualty
market and Ron Luckett was

there.”

fZ.,Intry 7ip

VWhen Mr. Luckett moved to
M&M's Cincinnati office, the

Hanna account moved with him.

The policy written with Aetna
C&S includes comprehensive lia-
bility and auto liability with a basic
limit of $1 million. Hanna has a
low-level retrospective retention of
$25,000 and insures the next
$225,000 with Erieview Insurance
Co., its captive in Bermuda, for a
full retention of $250,000.

CAPTIVE INSURANCE

From the publishers of NATIONAL INSURANCE LAW SERVICE

CAPTIVES: United States and

Off-Shore Insurance Laws

Increasing demand for legal
information on captives
insurance companies has
prompted NILS Publishing
Company to offer this new
reference service.

To order this valuable service,
return the order form to NILS
Publishing Company, 20675
Bahama Street, Chatsworth,
California 91311. There's no
risk-if you decide this service
does not meet your needs,
return it to us within 10 days for

a full refund.

ORDER FORM

YES! Send me CAPTIVES
United States and Off-Shore
Insurance Laws. | understand
the subscription price of $75
includes the current laws and
regulations contained in a
looseleaf binder. | also
understandthat | will promptly
receive updates from the NILS
data base. This service may be
discontinued at any time.
(Update service will be invoiced

upon shipment of new material.)

NILS has recently compiled, through its data base, United States and
Off-Shore captives insurance laws in one easy to use

looseleaf volume.

35»'.:

O My payment is.enclosed for __ copies of CAPTIVES
@%$751 volume = $

OPlease bill me for _ copies of CAPTIVES
@ $75/ volume = $
(CALIF. deliveries please add 6% sales tax )

Name Title
Firm

Address

Telephone ()
O Please.send information on other NILS produots

0 Please add my name to your mailing list.
Please allow 6-8 weeks for delivery. Offer expires 8/31/81.

As with all NILS reference

services this volume will be

updated as new laws are

enacted and as old laws

change. You'll have ready

access to the legal positior on

such items as:

« Definitions of Captives

» Covers Existing Domestic
and International Laws
Dealing with the Formation of
Captive Insurance
Companies

* Tax on Prer,jiums Collected
-Exemptions-Penalties

* Legal Investments

» Making of Rates

- Current Regulations

SEND ORDER TO:

NILS
pummning
Comnan¥

0 One:i the
Amelial Broadcasting C....jes

20675 Bahama Street
Chatsworth, CA 91311

02101

This includes Hanna's longshore-
men and harbor workers' compen-
sation risks at two coal-loading
docks in Ohio and two iron ore-un-
loading docks in Ohio annd Penn-
sylvania.

"There are not a lot of people in-
volved here, but it is a high-loss
area," Mr. Allen explains.

Continued on next page

What?
Me worry?

CLEVELAND-Duane
Allen carries in his wallet a
picture of Alfred E. Neu-
mann encircled with the
campaign slogan: A vote for
Alfred E. Neumann for pres-
ident is never having to say
1/01£ Worry.

The Mad Magazine char-
acter is Mr. Allen's hero and
the slogan is part of his risk
management philosophy at
Hanna Mining Co.

The campaign card was
given to him by a fellow
worker.

"l spend a lot of time
thinking about problems,
but | don't worry; Mr.
Allen explains, "It doesn't
do any good, does it?"



Continued from previous page

An umbrella policy placed in the
London market and led by Peter
Wilson of Weaver Syndicates pro-
vides excess coverage over Aetna's
$1 million limit.

Aetna also underwrites a fidelity
policy for Hanna with limits of $5
million and a $25,000 deductible.

A directors and officers policy of
"fairly high" limits is written by
National Union.

Hanna always has self-insured
the bulk of its workers compensa-
tion risks-ever since the workers
compensation laws were enacted.
In the early 1900s, it used a trustee
account to pay the losses but had to
change the arrangement in the
1940s because of tax laws.

Excess insurance above its self-

insured limit of $100,000 per occur-
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Loss avoidance:
It' s 2 pools and a bar

What do you call it when a mining company purchases a 112-room,
eight-story hotel with a main pool shaped like a baseball bat, a kiddies'

pool shaped like a baseball, four baseball fields, an 18-hole golf course,
a bar and a restaurant?

Diversification?

Capital investment?

Acquisition?

At Hanna Mining Co., they call it loss avoidance.

Hanna owns a copper deposit in Casa Grande, Ariz., adjacent to the
Francisco Grande Hotel, the spring training site of the San Francisco
Giants baseball team.

Although mining of the site has not begun, the Hanna management
took some early loss prevention steps. It bought the hotel.

The company, therefore, is protected from potential hotel owner
lawsuits if the eventual mining affects the hotel's underground water

renee at each mine is placed mostly
with the Erieview captive in Ber-
muda, up to $1.75 million per oc-
currence. General Reinsurance Co.
takes a 10% share of this layer ex-
cess of $250,000 as the lead rein-
surer for Erieview's program with
the group-owned reinsurance com-
pany CIRCL.

Additional excess layers also are
placed with General Re for a total

supply, its guests' pleasure and its profits or if the digging under-
ground unsettles the hotel's foundation, causing shifting or sinking.

Now, if the baseball bat pool cracks or the hotel bar looks tilted no
matter what time of day it is, the Hanna management can just head for
the golf course and relax.

!gf'ti;fu?:d T;'}I/I;‘:n over Hanna's From switching yards at night to people. For railroads, subways, risks. And helpyou writethepro-
- - the distant reaches of vast rail buses eople-movers and . .

The program costs Hanna $2 . e Swelt & C ord b >S) peop ‘ tection yourclients need.
million a year in benefit payments, networks, swe rawtord has terminal companies.
administration and reserves. proven itself expert in helping In masteringthisspecialized

Hanna also participates in the brokers define and insure rail insurancearea, we've mastered
§tate workers compensation fund§ transportation risks. claims servicing, too. Swett&
in Nevada and Oregon, where it . . . .
mines. For more than 40 years, we've Crawford isknown industry-wide

The Allendale property package been writing cost-effective cover- for its expertise in anticipating hid- Swett & Crawford
covers fire and supplemental ages with specialized domestic den risks and in quickly resolving
perils, all-risk DIC and boiler and and London markets on equip- claims when they arise. a subsidjaryof The Continental Corporation
machinery. The policy is written ; . .

ment, track freight an ' -
on an actual loss sustained basis for ent, track, beds, freight and Next time you're ready to write 4201 Wilshire Boulevard
the rails, writeorcallournational Los Angeles, California 90010

the value of the property. Hanna
has a $200,000 combined deductible
for property damage and business
interruption.

Hanna's two private jets are in-
sured with Associated Aviation

accountsmanager, John Howe (213) 937 5411

He'll shed some lighton allthe

Underwriters "for very high

"ml—i|tasr-1';13‘s risks don't end with the RiSkS you don't See
are risks we protect.

last scoop of iron ore, coal or nickel
extracted and processed. They con-
tinue on the Great Lakes and St.
Lawrence Seaway where Hanna
runs a fleet of five U.S. flag ships
and six Canadian flag ships valued
at $264 million to deliver its prod-
ucts to the market.

The hulls are insured to full
value. The Great Lakes Protective
Assn., a reciprocal insurance corn- ©
pany operated by six Great Lakes
shipping companies, takes 40% of
the risk. The other 60% is in the
U.S. and London markets.

Hanna also has increased value
and added total loss insurance on
the vessels that range in size up to
1,000 feet long with 56,000 ton ca-
pacity. The highest value on a sin-
gle ship is $60 million.

For its cargo insurance, Hanna
profits by the nature of its busi-
ness. Because risk is low on the
Great Lakes and trips are very
short (average time for goods to be
in a hull is two days), Hanna gets
one of the lowest rates available
for its Great Lakes shipments, ex-
plained Mr. Allen. The rate on the
coverage placed in the U.S. and
London market is .0075 per $100
value.

Unlimited P&I coverage excess
of a $25,000 deductible is placed
with West of England of Luxem-
bourg. Hanna insures $22,500 of the
deductible with its captive Erie-
view.

Since February, when The
Feddy, a Liberian tanker, sank in
the Mediterranean, Hanna has not 1
had any jointly owned ocean ves-
sels to worry about insuring.

However, Mr. Allen is still in-
volved in placing the insurance for
Skaarup Group, a shipping man-
agement company with which
Hanna has had a long standing re-
lationship and to which Mr. Allen
acts as a consultant. The risks are
placed in the U.S. and London
markets, with Hanna's captive
Oceanview writing a share. . @

Atlanta, Boston, Chicago, Columbus, Dallas, Denver, Greensboro, Houston, Los Angeles, New Orleans,
Newport Beach, New York, Portland, San Diego, San Francisco, and Seattle.



84 /business insurance, April 5, 1981

TAKE THAT
EXTRA
MEASURE OF
PROTECTION

[ I . '
Subscribe to: Business Insurance I ] t/l’ Cén]

1 BUSINESS INSURANCE

740 Rush St., Chicago, IL 60611

981/DKAIIl *1.
,.7A/,'Re"/1¥.,4/ 16" Please:

enter, O renew,
0 extend my subscription to Business
Insurance for:

0 1 year $30. O 2 years $55.

da, Pan American and all other subscribers outside the
IWI U.S. add $14 per yearfor surface postage. Eurolje and Middle
East only add $32 year for air delivery.

1 Payment enclosed. O Bill me. O Bill company.

With loss prevention, risk financing and
employee benefit management becoming more
complex than ever, you can't aford to lag behind
the "news". And the easiest way to make sure
you're fully, factually informed on what's happen-
ing in the insurance marketplace is to

Charge to: O Visa.
O MasterCard (Interbank # 1

Acct. # EN. O8 -

Read Business Insurance Every Week
Signature
It's the industry's communicaticns leader. It goes that

. N.
extra mile to make sure you understand both the mp .
P . . . (please print)
issues and the answers, have vital information needed Title
to make risk-reducing decisions, control costs, pack-
Company

age employee benefit programs, and keep underwriting

practices sound. Nature of Bile,noq"

Use the handy coupon or tre card in this issue
For faster service, call 312-649-5221. Just $30 for 52
weekly issues. City Rt.to 7ip

O Home or
O Business Addre«

0 I

0 1 prefer not to receive information or advertising by mail from com- Photo: James Guiiford

Business Insurance
panies not affiliated with Crain Communications Inc.

740 Rush St., Chicago, IL 60611 e Erwin Kuebler,(left) led the drive to nominate Duane Allen.

10 fellow

RMs say

Allen's it

CLEVELAND-Erwin Kuebler
is in hot water with some Cleve-
land-area risk managers. They, too,
wanted to nominate Duane Allen
for Risk Manager of the Year.

Mr. Kuebler, insurance manager
of Pickands Mather & Co. in
Cleveland, led the campaign to
have fellow risk manager Duane
Allen of Hanna Mining Co. nomin-
ated for the Business Insurance
award. The drive picked up so
much momentum that the nomin-
ating letter sent to Bl includes the
signatures of 10 Cleveland risk

managers.

"Now | have other risk manag-
ers giving me a hard time because
they weren't included,” laments
Mr. Kuebler. "I would have, but
we were working so close to the
nominating deadline | only had
time to send my secretary to the
businesses in downtown Cleveland
for the signatures.”

It's the first time in the Business
Insurance contest that a group of
risk managers have nominated a
peer. But in Mr. Allen's case, it was
a way of thanking him.

"He not only is a very energetic,
resourceful, knowledgeable insur-
ance man, but he also is always
prepared to help others," said Mr.
Kuebler, who has known Mr.
Allen since 1966 and worked with
him on mutual problems and in
professional organizations.

"I've taken some of my problems
to him to share views, and he's al-
ways free and willing to give me
the help | need."

Paul Ozan, president of the Risk
& Insurance Management Society,
also signed the nominating letter.

"Duane Allen is the ultimate
professional," said Mr. Ozan, assis-
tant general counsel at American

"The demand for mass-marketed permanent
life insuraice is exploding. Our new product, ap-
propriately named FUTURE, meets this demand
by giving an employee who probably wouldn't be
reached ty a life insurance agent an opportunity
to buy a tona fide whole life policy through pay-
roll deduction.

"Directed toward buyers in the $5,000-
$50,000 range, FUTURE builds cash values and
can include a disability waiver of premium as
well as afl accidental death benefit. A similar
spouse policy and a term rider for children are
also available. It is voluntary and no physical is
required. Terminating employees can continue

their policies at the same annual rate by sending
the premium directly to Provident.

"Employers who are already offering FUTURE
to their employees are enthusiastic because the
program offers employees a chance to help fund
their own permanent insurance programs. The
only expense employers have is the cost of pay-

roll deduction.

"FUTURE is really a product whose time has
come."”

If you want to find out how FUTURE can affect
your bottom line, call your insurance consultant
or your nearest Provident Group representative.
Our offices are located in principal cities.

PROVIDENT

LIFE AND ACCIDENT INSURANCE COMPANY
CHATTANOOGA, TN 37402

Greetings Corp. "He is always
helpful. Always a leader.

"If you need some advice, he'll
take the time to answer your ques-
tion if he can, or tell you where
you can find the answer."

Mr. Ozan met Mr. Allen 15 years
ago through RIMS. "When he
transferred here from California
(Kaiser Industries Corp.), he intro-
duced the whole idea of regional
RIMS seminars to this area,” Mr.
Ozan explains.

Mr. Allen has been active in
RIMS since 1959 on the national
level and in both the Northern
California and Cleveland-Akron
chapters.

Also signing the nominating let-
ter for Mr. Allen were Steve Pen-

Continued on next page
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ton, manager of corporate insur-
ance, Oglebay Norton Co.; Arling-
ton Beck, corporate risk manager,
Lamson & Sessions Co.; Robert
Urban, corporate insurance depart-
ment, Cleveland Electric lllumin-
ating Co.; Francis (Frank) Gaskins,
assistant treasurer/manager of in-
surance, Cleveland-Cliffs Iron Co.;
Ed Geraci, supervisor of insurance
and taxes, Ferro Corp.; Joe Cline
Jr., director of risk manage-
ment/treasury department, Repub-
lic Steel Corp.; George Alexander,
manager of insurance and benefits,
Durkee Foods Division of SCM;
and Frank Baldwin, assistant vp,
Central National Bank of Cleve-
land.

"Aside from Duane being one of
the most dynamic and resourceful
individuals in the field of risk
management, he also has made a
significant contribution to risk
management over a period of
many years as an instructor, au-
thor of many insurance articles,
chairman of numerous insurance
associations and leader of se-
minars," the risk managers wrote
in their nominating letter.

Respect for Mr. Allen comes
from his superiors, too. In a letter
endorsing his nomination, C.E.
Nickels Jr., executive vice presi-
dent of Hanna Mining Co., wrote:

"Within our organization, Mr.
Allen has established a reputation
for thorough and competent han-
dling of insurance coverages, col-
lection of losses, implementation of
sound safety and fire protection
programs and development of cost-
effective insurance programs for
our affiliated companies.

"He has developed close rela-
tionships with executives in the
home office, as well as operating
management in the field offices.

"The reaction of those individu-

als outside our company who work

'He's a real

professional

and knows

the business.’

with Duane and with whom | have
contact is that he is among the
most able of the risk managers in
the United States.

"Top management of Allendale
Mutual Insurance Co., of which |
am a director, has been highly
complimentary of Duane's perfor-
mance and expertise in his particu-
lar field.

"Mr. Allen is included among
the key executives in our organiza-
tion whose recommendations and
opinions are sought and used for
planning of almost all facets of the
company's operations.

"His approach to eliminate risks
when possible and assume those
which are reasonable has resulted
in considerable tost savings to the

company.

"Duane's leadership role in the
organization and development of
CIRCL has led to the dramatic
growth in our affiliated insurance
companies' activities and the de-
velopment of Altamid Manage-
ment Co. of Bermuda. This has re-
suited in a new profit center for
Hanna. The successful involve-
ment of our company in this area
can be attributed largely to Mr.
Allen's initiative and perseverance.
We feel that these accomplish-

ments will continue to grow for the
substantial benefit of the com-

pany.”
At a luncheon March 12 for Mr.

Allen, the praise was echoed by
Robert F. Anderson, president and
chief executive officer of Hanna
Mining.

"Duane has done an outstanding
job for Hanna," he said.

George Humphrey, senior

vp/finance and Mr. Allen's imme-
diate superior, praised his ability to
"stay with a problem” and his
"good judgment in implementing
the right course of action.

"He has only been reporting to
me for about eight months now,
but | aready have gained the high-
est respect for him,"” Mr.
Humphrey said.

"He's a real professional and
knows the insurance business in-

side and out.”

For the first 15 years Mr. Allen
was at Hanna Mining Co., he re-
ported to Russell A. Beale, who re-
tired last year. Contacted in Flor-
ida, Mr. Beale said Mr. Allen is re-
spected by many.

"He is outstanding, and I'm not
the only one who thinks that,” he
said. "Many people have com-
mented to me about his ability, his
inventiveness. They say he is the
top risk manager in the country.

"He's known for his work with
RIMS, his knowledge of insurance
and several papers he's written.
but he's also done a great job at
home developing a staff that can
carry out the details of his plans."

He especially praised Allen for
his part in the formation of
CIRCL, the Bermuda-based rein-
surer that provides casualty rein-
surance for Hanna and 13 other
companies.

"He's a hard-working, smart,
loyal employee.™ .

oOus<=ness inSU'rance, april O, it,01 /7 OO

PROPERTY LOSS CONTROL
SPECIALISTS

IN
FIRE PROTECTION - BOILER & MACHINERY

LOSS CONTROL SURVEYS
NATEONWIDE

649 Mission Street
San Francisco, CA 94105
Phone: (415) 495-3310

Teler 340860



He won't say he' s bedt, but he's happy

CLEVELAND-A Business In-
suranee Risk Manager of the Year
plague now hangs on his wall, too,
but Duane Allen says he's still try-
ing to keep up Bi:h Howard Weber
of 3M Co., BlI's first Risk Manager

of the Year.

Mr. Allen isn't shy about admit-
ting he's tizkled with the award.
but he won': bill himself as the

"best" risk manager.
"l don't know that you can find a

'‘besl' risk manager,"” he explained.
"Some peoTLe have greiter experi-
ence, some have grea'"et knowl-
edge, some have greater problems.

I'd have tc run to ke up with
Hcward Weber."

Complete, Competitive
Primary & Surplus
Coverage !

Your business client needs full primary anc
excess coverage. You need a complete,
competitive market. Mid-continent special-
izes in primary and excess general liability
and property protection. excess maritime,
physical drilling rig damage, umbrellas,
buffer layers, P & | and hull coverage. Mid-
Continent means innovative programs for
the larger business client that's so
important to you. Call us about

your situation.

(ONTINENT

UNDO*13!TE[)6

inc. .

( 504) 581-5597, Cable KRECOMILE, Telex No. 387426

Best or not, Mr. Allen is satisfied.

"I'm very happy with what I'm
doing," he says. "l enjoy my work.
| enjoy the people at Hanna Min-
ing. And | smile a lot."

He mentions repeatedly that he
is indebted to his senior manage-
ment for giving him the room to be
an effective risk manager. "I have
lots of projects going here so life is
interesting. Actually, no two days
are alike and | seldom end up
doing what | anticipated.”

He has beer. managing Hanna's
risks for 15 years. He came to
Cleveland in 1966 from Kaiser In-
dustries Corp. in California where
he was insurance manager. He had
worked for Kaiser in various in-

surance management capacities
since 1959.

The 20-yearveteran insurance
buyer and risk manager started his
career in 1959 with broker Marsh
& McLennan in San Francisco.

At Hanna, Mr. Allen's first title
was manager of property insur-
ance. He handled the property, ca-
sualty and marine insurance and
loss prevention programs from
1966 to 1974.

In 1974, he was promoted to as-
sistant treasurer/risk manager and
in 1979, he moved to his current
post of assistant treasurer/director
cf insurance management division.
He still supervises all risk manage-
ment programs and also is chair-
man of Altamid Management Co.
Ltd., Hanna's captive management
company in Bermuda.

Mr. Allen, who says he can jug-
gle all the pokers he has in the fire
in an 8:30 a.m to 5 p.m. workday,
also expends a lot of energy in
leadership roles in the risk man-

agement profession:

- He has been director of th€
Risk & Insurance Management So-
ciety on the national level for bott
the Northern California and
Cleveland-Akron chapters. He alsc
served as past president, directoi
and committee member fcr the
Cleveland chapters of RIMS anc
the Society of CPCU.

- He served on the RIMS Na-
tional Educational Committee anc

on the Insurance Industry Liaisor
Committee.

- He has been active in CPCU or
a national level encouraging de.el
opment of its programs to include
the area of risk management. (HE
has completed the CPCU and IIA
Associate in Risk Management
programs).

- He is president of the Captiw
Insurance Companies Assn.

» He organized a Cleveland risb
management education program
and taught classes for a number o:
years. He was a member of the [n
surance Institute of America steer-
ing committee for development 01
the risk management program.

Outside the office and awaj
from professional groups, Mr
Allen is sorewhat of the a-hlete
He plays tennis and basketball
swims and skis, both downhill anc
cross-country.

He takes his wife, Ann, and theii
two children on vacations to Yuca
tan to explore the Maya ruir.s anc
can do the electrical, plumbirg anc

carpentry work necessary to reno
vate an old home.



Photos: Courtesy of Hanna Mining Co.

The risks that Duane Allen manages for Hanna Mining Co. range from those on the Great Lakes to
those in the wilderness of Oregon. Above, the Joseph H. Thompson, one of the bulk cargo carriers
owned by Hanna, carries a load of iron ore near Detroit. At right, A load of nickel ore is carried on a
tramway from a mine in Riddle, Ore., to the smelter 1,800 feet below.

What
the judges

said

The Risk Manager of the
Year judges are given a
chance to add comments to
their scoring on each candi-
date. Following are some of

the things they had to say
about Duane Allen:

"This is an exceptional
candidate who has not only
established an effective risk
management program
within his own organization
over a 10-year period, but he
has also shown creativity
which benefits the overall
cause of risk management in
the country.”

"An excellent candidate
for Business Insurance Risk
Manager of the Year. He has

performed exceptionally in
each of the nine criteria.”

"Personnel security and
loss prevention are risk
management-at last!"

*'An extra plus for the
nominations from his fellow

(risk) managers."

"A risk manager in the
process of turning into an in-
surance company president.”

"Superior performance
over time and at least he is a

risk manager."

"*Overall, an outstanding
record.”

"This candidate meets all

the criteria for judging.”

"A very impressive track
record.”

"Big name in risk manage-
ment.”

"It seems to me that the
complexity of problems in
South America, which ap-
pear to be handled well, was
a major achievement and my
principal reason for the
highest rating. Leadership in
captive insurance companies
also a big factor.
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Here's the panel that selected Allen

The judges who selected the 1981
Business Insurance Risk Manager

of the Year amd Risk Manager
Honor Roll are:

- E. William Altstaetter, staff
vp for pensions, insurance and risk

management at Rockwell Interna-
tional Corp. in Pit-sburgh, repre-
senting the risk management com-
munity.

Mr. Altstaetter is a former na-
tional iesident of the Risk & In-

surance Management Society and a
recipient of its Goodell Award.

- Ralph E. Gentry, insurance
manager for the Times Mirror Co.
in Los Angeles, also representing
risk management. He is a past na-

RISK ALTERNATIVES, INC.

Speciaiists in Feasibillty _Studies

for 7

(»rporate and Association

Captive insurance Considerations

(Emestic and Offshore)j

Jack W. Hoffman, CIC, FMS

Biard Chairman

Teleohone: (512, 443-0954

President

4405 Pack Saddle Pass
A-lIstin, Texas 78745

In Texas: 1-800-252-9435

Ross B. Blumentritt, CPCU, ARM

Telex: 767131

1'27

3 00.

2029 Century Park East, Los Angeles, CA 90067 (213) 277-3753

tional president of RIMS.

 Thomas V. Hallett, the 1980
Business Insurance Risk Manager
of the Year, who joined the panel
in the tradition of naming the win-
ner a judge for the next year. Mr.
Hallett, risk manager at General
Motors Corp. when he won thJ
award, is now vp and director of
risk management at Frank B. Hall
& Co. in Briarcliff Manor, N.Y.

+» Robert Clements. president of
Marsh & MelLennan Inc., the na-
tion's largest brokerage firm. Mr.
Clements, representing the bro-
kerage community, served on the
panel for the first time in 1981.

= William C. Cohen Jr., presi-
dent of Insurance Management As-
sociates Inc. in Wichita, Kan., also
represented the brokers. It was his
second year as a judge.

- Joseph P. DeAlessandro,
president of the National Union
Fire Insurance Co. of Pittsburgh, a

unit of American International
Group. He represented stock insur-
ance companies.

« George R. West, chairman and
president of Allendale Mutual In-
surance Co. in Johnston, R.I., re-
presented mutual insurers.

Both insurance company repre-
sentatives were new -0 the panel.

- Bud Griffin, president of
Warren, McVeigh & Griffin in
Newport Beach, Calii, represented
risk management consulting.

e Thomas B. Morehart, associ-
ate professor of insurance at the
Arizona State University College
of Business Administration, served
his second year on the panel repre-
senting insurance educators.

- Kenneth F. Reimer, executive
vp of operations at the Lehndorff
Group of Companies, a Dallas-
based real estate holding and de-
velopment firm, represented senior

mahagement_ -

The Judges

Altstaetter

Hallett

Cohen

West
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It's not too early to nominate '82 winner

If you know a risk manager you
want to nominate for the 1982
Business Insurance Risk Manager
of the Year award, begin the cam»
paign work now.

Start by requesting the informa-
tion from Business Insurance on
the procedures for nominating a
risk manager for the annual award
intended to draw attention to the
role of risk management.

Among your tasks will be pre-
paring nine one-page essays ex-
plaining how the candidate meets
each of the nine criteria estab-
lished for selecting the Risk Man-
ager of the Year.

The Risk Manager of the Year
and members of the Risk Manage:
Honor Roll will be selected from
the nominating statements by a
panel of 10 distinguished judges
representing all segments of the
risk management and commercial
nsurance business.

The judges will choose one risk
manager to recognize for accom-
lishing the most outstanding
achievements.

Other exemplary risk managers
irom specific types of organizations
-iot represented by the Risk Man-
ager of the Year will be named to
:he Risk Manager Honor Roll. The
'our employment categories are:

» Large corporations with more
:han $300 million in sales and/or
more than 1,000 employees.

» Small corporations with less
-han $300 million in sales and/or

fewer than 1,000 employees.
- Government entities.

= Not-for-profit or tax-exemps

organizations.
The nominees are scored on how

he or she:

+ Established and implementec
an effective risk management pro-
gram within the organization.

- Tackled and solved one or

more major problems for his or her
organization.

« Innovatively applies the di-
-ierse tools of risk management
and insurance.

<om The Reprint Department L

business
inN—ance

The national newsweekly of

loss prevention, risk financing an/
benefit management.

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

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

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

write:

Reprint Department
Business Insurance

708 Third Avenue
New York, N.Y. 10017
212/986-5050

*New prices effective 1/15/81 1

» Creatively and effectively uses
the insurance markets.

- Established a workable intelli-
gence system inside and outside
the organization culminating in ac-
cess to a flow of information about
events and activities that affect the
organization's risk management
and insurance.

- Skillfully applies the prinziples
of management in the overall orga-
nization and within the risk man-
agement/insurance department.

= Achieves the most effective
program at the optimum cost over
the long term.

- Developed technical expertise
in any or all of the broad categories
included within risk management
(insurance, safety, law, industrial
hygiene, claims con:rol/adminis-
tration, underwriting, communica-
tions, information systems, etc.)

leading to a better managerial
grasp of the operational aspects of
the job.
< Exhibits an attitude and per-
forms activities fostering the ad-
vancement of the risk manage-
ment profession.
The candidate with the highest

score will be named the Risk Man-

ager of the Year.

The candidates from the em-
ployment categories not repre-
sented by the Risk Manager of the
Year will be segregated according
to employment categories and the
candidates with the highest scores
in each category will be named to
the Risk Manager Honor Roll.

To request information on how
to nominate someone for Risk
Manager of the Year, write Busi-
ness Insurance Risk Manager of

the Year, Business Insurance, 740
N. Rush, Chicago, lll. 60611. The
deadline for entries will be Dec. 1.
The winner is traditionally an-
nounced in a special section of
Business Insurance in April in

conjunction with the Risk and In-
surance Management Society's an-
nual conference.

If you have a risk manager in
mind, it's not too early to begin
working on nominating him. |

Underwriting
and Loss Control

Engineering Reports.

lihirnme,

Schirme:Enginming. 707 Lake('ook Road. Deerlield. ILI,()015. Telephone:1312,272*:144)

WEVE REINFORCED
«BERMUDA.

Trenwick came to Bermuda to

reinsure captive insurance companies.

Last year, three-quarters of our busi-
ness was built on that idea.

Today, we're reinforcing our
commitment to captives and advanc-
ing with lots ofnew ideas. We see
action every business day.

Trenwick Reinsurance Company Ltd PO Box 462 Be muda National Bank Church Street West Hamilton 5 Berm da (809) 295 3009 Telex 3640
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Each University of Michigan department buys insurance from William Ryan's (inset) department.

The Winning

Its a

To win in the pros you have to play team
basketball. If you let your superstar
center try to do it all, you'll probably

lose.

It's the same in the insurance business.

Winners rely on teamwork. That's why
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Whether you need workers'
compensation, hospital liability, or other
commercijal casualty lines, we're always

A bit of magic
lets UM's Ryan
turn a profit

By LEN STRAZEWSKI

ANN ARBOR, Mich.-The Uni-
versity of Michigan buys all its in-
surance from an Irish lepreehaun
who lives on campus.

He rates departmental risks,
charges a fair premium, issues in-
surance certificates and pays infre-
quent losses. With leprechauh
magic and a sophisticated risk
management team that includes
underwriting and claims analysts,

nation

ready with affordable, quality coverage.

Argonaut works exclusively through
independent agents and brokers. We

want our insureds to have the combined
expertise and experience of two
insurance professionals.

The winning combination.

4&+Jzi

*RiVABonaut

Independent Agents, Argonaut, and You.

Whri piopli tak, your bumi,1,1, s,IriouaN.

'National 'Specialists in Workers' Compensation and Hospital Liability.
. 250 Middletield Rd., Menlo Pork. CA 94025 [415) 3260900

he does what few insurers are able

to do: He underwrites to a profit.

William Ryan, UM's insurance
and risk manager, runs his office
like a captive insurance company,
using the large self-insured reten-
tions as leverage to enforce simple
and direct loss prevention pro-
grams. Through good communica-
tion and professional foresight, he
anticipates risks and prepares for
market crunches with his flexible,
comprehensive risk management
program.

His "magic" has earned him a
spot on the 1981 Business Insur-
ance Risk Manager of the Year
Honor Roll in the not-for-profit
business category.

By charging university depart-
ments individual premiums for
their coverage, he establishes
fully-funded loss reserves and
helps pay the operating expense of
a nine-person risk management
department.

Through the ups and downs of
campus unrest, international
growth and a medical malpractice
crises, Mr. Ryan has kept his col-
lege safely insured while others
floundered in coverage crises.
Since 1975, he has saved the uni-
versity an estimated $5 million
with a philosophy of strict disci-
pline and a broad, conceptual risk
management program that absorbs
small losses and tiny risks in favor
of catastrophe loss protection.

Sometimes Mr. Ryan taps his
Irish charm to get his way. Some-
times he uses the same tough busi-
ness tactics an insurer uses on stub-
born policyholders. To university
officials, that's magic.

"What we do is exactly what an
insurer does with a premium,"” Mr.
Ryan explains. "We estimate our
losses, establish a loss prevention
program and decide what kind of
premium is fair for each depart-
ment.

"Every self-insurer does some-
thing like that, but we take it all a
step farther. We also plan our re-
serving practices, plot expenses
and try to estimate our investment
income.”

The general goal of the program
is to reduce the university's depen-
dence on state general revenue
funds for insurance premiums and
risk management expenses.

Most self-insurers, however, are
content to pay small losses within
the retention. So will the univer-
sity-if the appropriate depart-
ment has bought its insurance.

Under a $100,000 per occurrence
property insurance retention-part
of a 40-year-old program with In-
dustrial Risk Insurers-the univer-
sity insurance department sells all-
risk insurance policies for property
on campus and equipment taken
off campus.

The university departments pay
an annual rate of $2 per $100 of
value to buy coverage for property
and off-campus equipment. When
it pays its premium, it is issued a
University of Michigan certificate
of insurance signifying the cover-
age. The certificate is recognized as
insurance by Michigan state agen-
cies. If there's a loss, the university
pays up to the insured value. Each
department has a $300 deductible.

The program, according to Mr.
Ryan, reminds the individual de-
partments about their responsibil-
ity and the value of the equipment
they use.

At any given time, the univer-
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A flag on the landmark University of Michigan Burton Tower wei-
comes home the American hostages returning from Iran.

sity has $9 million to $12 million in
off-campus outstanding coverage
under the internal all-risk plan,
just a small part of the estimated
$1.2 billion in property values be-
longing to the university.

"Sometimes we do have prob-
lems with losses that are hard to
deal with,"” Mr. Ryan notes. "One
department had a continuing prob-
lem with audiovisual equipment.
When the department would not
follow the loss prevention program
| designed for them, | raised its
rate to $5 per $100 of value.

"They had more losses so | raised
the rate to $10. The department
head blew up, but the losses con-
tinued. So | canceled the depart-
ment from the university cover-
age."

Soon after, every loss control
measure magically appeared in
place, at the direction of the uni-
versity's financial chief and the de-
partment head. The $2 rate re-

sumed.

risesagement

"Actually our property coverage
is fairly cheap. Our self-insured
portion costs more than our catas-
trophe coverage-even at our giant
values," Mr. Ryan explained. "And
we rarely have losses over
$100,000."

For $420,000 in annual premium,.
IRI provides a property insurance
package that includes a boiler and
machinery policy underwritten by
the Royal Insurance Co. and differ-
ence-in-conditions coverage. The
plan covers a variety of exotic
property risks, including historic
university buildings, the nation's
largest college football stadium, a
water-bath nuclear reactor, other
U.S. and international research fa-

Governmental Risk

- Management Reports

cilities and a ramshackle house on
Michigan's Sugar Island that was
donated to the college by a former
president.

As part of the package, IRI also
provides excess insurance for busi-
ness interruption, directors and of-
ficers liability, fidelity, all theft
and vandalism, workers compensa-
tion medical-costs-only claims, and

Continued on next page
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Judges' comments about William Ryan included:

"One of the top university risk managers in the country who is
responsible for a complex insurance and risk management pro-
gram."”

"An outstanding record. Definitely a leader in the govern-
ment/institutional field.”

What

the judges
said

"A leader in his industry; his captive study was very well re-
ceived.”

"High marks for internal communication.”

CAYMAN ISLANDS

SOUTHWEST OFFSHORE MANAGEMENT, Ltd.

Complete Management Services

for

Captive Insurance Companies

Ms. Winnie Chung
Executive Vice-President

and General Manager

Location: Mail:
P.O. Box 1571
Grand Cayman, B.W.I.

(Via Air Mail, Miami, Fla)

Foster Building
Airport/Industrial Park
George Town, Grand Cayman

British West Indies

Telephone: 95422 Telex: 4243
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A bimonthly journal covering specific risk man- O .
agement topics in greater depth for the more 0 I=.--If-1
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INLAND MARINE RISKS?

We offer producers facilities for
insuring all classes, capacity to cover
all sizes, expertise to make sure their
clients are properly protected and enjoy
competitive rates.

NewYorkMarine Managers,Inc.

Underwriters and Managers representing American
Companies for MARINE INSURANCE-AUCLASSES

123 William Street, New York, N.Y 10038
Phone: 212-349-1600 Telex: 129200NYMM NYK

Producer inquiries invited. Contact Bill Tap.

Where is Greenwood, Indiana?
The LEADING Benefit Consultants and Administrators know!
So do the LEADING Agents and Brokers!

WHY? Because of our diverse, competitive and expanding

portfolio of products and services.

« Stop Loss Insurance for Portiolly Self-
Funded Groups - dcwn to 10 Lives

| Stop Loss Insurance for Self Insured
Employee Benefit P ons - 25 Lives or
Aggregate
Specific
Catastrophic

m Stop Loss Insurance for Self-Funded LTD

I Management Services for Self-Funded
Employee Benefit P ons

* Errors 6 Omissions Coverage for
Claims Administrators

Dato Processors

Attorneys

Actuaries and Pension Consultants

| Group Life 6 ADGD
Regular and Stop Loss

« Catastrophic Disability Insurance
Lump Sum Payments for PTD
Up to $ 1,000,000
Monthly Benefits up to $20.000

+ Kidnap and Ransom Insurance

| Blanket Bonds for Banks and other Finon-

cial Institutions

| Professional Athletes' Coverage
Individual Players

Teams

- Reinsuronce Services
Consultation

Treoties Placed

Automatic or Focultotive

Individual or Group
Life or Health

FOR MORE INFORMATION ON ANY OR ALL OF THE ABOVE, CALL OR WRITE:

STEVEN P. STUCKY, C.L.U.
Senior Vice President-Marketing

BROUGHER AGENCY, INC.
Lloyd's London Correspondent

P.O. Box 485

Greenwood, Indiana 46142
(317) 888-3531/TWX 8102602230

Riding out a crisis

Continued from previous page
physical damage to the 500 vehicle

fleet.

The college hasn't had a rate in-
crease since 1968.

The late 1960s and early 1970s
were a test of the long-standing re-
lationships, however. Insurers ex-
pected that the rowdy students of
the period would produce massive
property losses.

“The underwriters were

stunned,"” Mr. Ryan says with
pride. "They never saw a broken
window or peeling paint. We order
all repairs from the risk manage-
ment office as soon as they are re-
ported. It keeps the campus look-
ing good."

Its relationship with insurers
helped UM take a step to risk man-
agement sophistication. Under Mr.
Ryan's direction, the university
negotiated one of the first major
trust fund pacts with its insurers,
aimed at keeping control of invest-
ment income.

The trust fund, negotiated in
-1976, was reportedly one of the
first in the country. It returns a
portion of investment income to
the policyholder and allows UM to
invest its own earnings and use the
funds to pay risk management ex-
penses. The UM department now
fully pays its own way and the in-
vestment fund, administered by a
separate university department,
tops $1.7 million.

UM also had to work to avoid
the catastrophic loss in coverage
that faced many universities and
hospital groups in the mid-19705
The medical malpractice crisis hit
many medical groups hard but
early planning and more insurer
negotiation kept the college out of
trouble.

"In 1976, our medical malprac-
tice coverage was included with
our comprehensive general liabil-
ity insurance placed with Hart-
ford," Mr. Ryan relates. "We nego-
tiated the coverage out of the CGL
policy and into a separate retro
plan."”

This was the first step in coping
with a crisis that most medical risk
managers were just beginning to
divine. The separate policy was
designed to allow the university to
establish its own experience data
for use in rate negotiating. It also
caused the rates to jump.

The deposit premium for $4 mil-
lion per occurrence in coverage
jumped to $3.5 million, an outra-
geous cash outlay. Rate hikes like
this drove many medical groups
out of the commercial insurance
markets and into captives or "bed-
pan mutuals." UM stayed with its
insurer, despite the hike.

On the lookout for options,
however, Mr. Ryan began a three-
year study of captive insurers, cul-
minating in a landmark study that
spurred captive formation by sev-
eral Eastern universities. UM re-
jected the concept at Mr. Ryan's
recommendation, but he retains an
affection and fascination for cap-
tives (see related story).

In 1977, UM began a patient-staff
relations program aimed at cutting
potential malpractice claims. The
medical center began developing
its own organized loss data that
ranked ahead of the industry.

By 1981, the deposit premium for
medical malpractice insurance
dropped to $1.5 million and the uni-
versity hospitals never lost occur-
renee coverage.

"We rode the crisis out,” Mr.
Ryan notes with pride. "We just
went through a period when pre-
miums were high. We didn't have
to go to a captive or complete self-
nsurance.

"Now we are probably the last of
the medical centers to take the tra-
ditional route, building self-insur-
ance through a retro."

CNA now provides most liability

coverages, including medical mal-
practice, comprehensive general li-
ability and workers compensation.
After a bit of explanation and ne-
gotiation, CNA extended liability
coverage to genetic research and
gene-splicing experiments.

"That's the great thing about
Bill," noted Jack Dalrymple, assis-
tant to the UM controller and Mr.
Ryan's direct supervisor. "When-
ever he sees the need for expan-
sion of coverage, he goes out and
gets it-written as broadly as possi-
ble. When we started getting into
DNA research, we found that most
of our risks were already covered."

Though the insurer was al-
ready on the risk, Mr. Ryan pres-
erved the relationship by bringing
the underwriters to campus to dis-
cuss the new risk. "After a tour
and a few answers to questions,
they found out that most of the
risks they feared didn't exist," Mr.
Ryan noted.

Relationship and communication
take top importance with the UM
risk management department and
changes in broker and insurer
come rarely. The university
changed from Hartford Insurance
Group to CNA only recently,
spurred by CNA's offer to split in-
vestment income 50-50 with the in-
stitution.

Not dissatisfied with the Hart-
ford service, Mr. Ryan hired the
local Hartford claims manager as
workers compensation claims ad-
ministrator, part of a comprehen-
sive workers comp loss control re-
vamp.

"Divorces are expensive,"” Mr.
Ryan explains. "We live very
much in a glass house here and we
do not competitively bid, so anyone

can make a presentation to us at
any time. But before | make a
change, | want to see the cost fig-
ures, the reinsurance and the pol-
icy exactly as it would be issued."”

Unlike some risk managers who
produce coverage specifications
drawn to the most minute detail
and ask for an insurer to fill it, Mr.
Ryan prefers a broad, conceptual
set of specifications that allow the
insurer to make a creative proposal
with the broadest possible cover-
age.

Mr. Ryan treats brokers the
same way. He claims to be open to
anyone at any time, but once his
choice of agency is affirmed, he
gives his agent nearly free rein.
Risk managers, he says, need their
brokers for marketplace clout, and
he leans heavily on UM's longtime
broker Alexander & Alexander in
Detroit.

"Pick an agent and let him carry
the ball,"” he says. "That's the best
method. We want to be involved in
negotiations and | always sit in to
answer underwriters' questions,

but it's the broker that is exploring
the market for us and we can’'t

match his clout.”

Insurance brokers, or agents ac-
cording to Michigan state law, "are
a major part of my communication
and information network,” Mr.
Ryan adds. "Maybe | seem nosey
about what's going on in the indus-
try, but if some entity-an insurer
or a consultant-talks to us, | want
to be able to understand. | want to
know what the problems are.”

"A lot of our credibility in the
insurance industry is a result of
our openness," adds Mr. Dalrym-
ple, "and Bill is responsible for
that.

"If you keep lines of communica-
tion open, you avoid a lot of anx-
iety,"” Mr. Dalrymple said. "If you
plan for the future and develop a
flexible, comprehensive program
the way Bill has, you aren't always
rushing around trying to fill gaps."”

And when the university needs
insurance coverage for what it
thinks is an unexpected risk, it
finds out that, through some magic,
the coverage is already there. .



Touring campus, Ryan traces his life

ANN ARBOR, Mich.-Touring
the University of Michigan campus
with risk manager William Ryan is
like walking through a mansion
with the latest in an old line of
family retainers. His personal his-
tory seems intertwined with the
institution.

"That's the original land grant of
the college,” he noted, pointing to a
row of ancient buildings. "They
call it the Square. But my great-
grandfather used to graze horses
across from it before the campus
started to grow."

The university's insurance rec-
ords provide more history. A 19th
century boiler inspection certifi-
cate is the oldest document in the
files and is hanging framed on the
wall of the risk management of-
fice. The boiler has since been re-

placed and so has the insurance

He's for captives,
but not at UM

ANN ARBOR, Mich.-The Uni-
versity of Michigan may someday
use a captive insurer to cover its
multibillion-dollar risks, but prob-
ably not until its home state opens
its arms to the captive concept, says
risk and insurance manager Wil-
liam Ryan.

Though Mr. Ryan has avoided
the captive concept completely in
planning the college's coverage, his
1978 study of captives for nonprofit
institutions is considered a land-
mark work.

The 1978 study, an end product
of three years of research includ-
ing visits to domestic and offshore
captive markets, proved to Mr.
Ryan that captives could work.

But UM stuck to its traditional
retrospective rating plans and self-
insured retentions.

"It may not look like it, but |
really am a fan of captives," Mr.
Ryan explained. "The simple rea-
son we never chose a captive
method is that we didn't have to. "

When hospitals, medical centers
and medical groups leaped to cap-
tives and mutual insurers, UM
stood pat and never felt it had to
form a captive (see main story).

"The captive is still a very viable
concept for us and other institu-
tions," Mr. Ryan says. "But the
needs of a public institution are not
the same as the needs of a big cor-
poration. We wouldn't be looking
for any kind of tax advantage.

"Any advantage we could get
from a captive we are receiving
now from our insurers due to our
self-funding program. If there's
ever a coverage that we suddenly
need but find unavailable, |
wouldn't hesitate to re-examine a
captive for us.

"That's a big part of the risk
manager's job, to constantly evalu-
ate alternatives,”" he adds. "One of
our major concerns is that we can-
not defer the insurance premium
into the cost of a product. Our most
pressing concern is to bring the

cost of education down.”

The UM insurance program,
modeled after a commercial insur-
ance company, however, shows the
continuing interest in captives. The
university risk management de-
partment works like an informal
captive, billing departments for
coverage and establishing reserves.

"l do like the captive approach,
and | can see the advantage of
having a mechanism in place in
case you have to move fast to pro-
vide a specific coverage. But what |
would really like to see is a change
in the Michigan insurance laws
with regard to capitalization and
underwriting ratios to allow do-
mestic captives here. If we ever es-
tablished a captive, I'd like to see it
imn NMichigarm.™ -

buyer of the time.

"l keep everything,"” Mr. Ryan
says, "every certificate and study
report. Someday, someone is going
to want to know what Ryan did
way back when in ancient history
and they'll be able to blow the dust
off the records and see. I'm a be-
liever in the importance of history,
and | want to keep everything for
historical purposes.”

A Michigan native, Mr. Ryan
graduated from UM with a bache-
lor of arts degree in 1948 and later
did graduate work at the Univer-
sity of Michigan Law School.
Through a governmental miracle,
however, he moved to Hawaii and
developed his business expertise
there.

"Someone decided to give a war
and the federal government made
me an offer | couldn't refuse,” he

jokes about the draft. "It seemed
like the thing to do at the time."
Mr. Ryan returned to UM in
1968 as an insurance analyst, leav-
ing grown children and, later,
grandchildren in the islands. In
1969, he was promoted to insurance

manager.

In 1975, the-university added
risk management to his title and a
string of committee memberships
that include responsibilities for
OSHA compliance, fire protection,
data systems security and medical
malpractice loss prevention.

An industry leader, Mr. Ryan is
a former director of the Risk & In-
surance Management Society De-
troit chapter, a present director of
the University Risk Management
& Insurance Assn., a director of the
American Hospital Risk Manage-

44'v,

ment & Insurance Assn. and mem-
ber of the National Task Force on
Institutional Liability.

And he knows the University of
Michigan with the intimacy most
people reserve for their homes.
Walking through a student resi-
dential area, he points to a
boarded-up window. "There's just
no need for them to go putting ply-
wood up over broken windows. We
can get it fixed today," he says.

Passing a rusting piece of "mod-
ern art" sculpture, he shakes his
head. "It's insured for scrap value,"
he quips. "If there's ever another
war, I'll personally donate it to a
metal drive to show my patri-
otism."”

A few years ago, his wife died in
the Women's Hospital branch of
the UM Medical Center.

"For a long time | didn't like
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coming up here," he said, pointing
out the building. "But I'm really
proud of the medical center.”

The UM Medical Center is a big
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By STUART EMMRICH

WHITE PLAINS, N.Y.—It was a
little after 7 p.m. and Bob Bizber
had just dismissed the risk man-
agement class he teaches at a ‘ocal
school.

As he got into his car, ae zuto-
matically switched on the police
radio.

“There was a lot of action or. the
radio and I knaw something was
up,” Mr. Bieber recalls. “I ealled in
and found out they had bzen try-
ing to reach me for some time.’

The reason: a crash at the West-
chester County Airport Fek. 11
that killed the chairman of Texas-
gulf Inc. and six aides.

Within minutes, Mr. Bieber was
at the airport coordinating the flow
of information at the communica-
tions center set .1p to monizor what
turned out to be a futile atzempt to
rescue the sever. men.

Control headquarters m._ght
seem an unlikely place for the risk
manager of Westchester County,
but Mr. Bieber’s duties are far be-
yond the purchase of insurance.
That helped him win a spct or the
1981 Business Irsurance Risk Man-
ager of the Yea- Honor Rcll ir. the
public entities category.

He also is the county’s disaster
director, responsible for ccordinat-
ing action in an emergency, & job
that comes from his training in
emergency medical services.

If there is an accident at the
airport, a major fire in the county
or a disaster that requires evacua-
tion, Mr. Bieber is among the first
people on the scene. His job is to
make sure the appropriate people
are carrying ou: their respons:bili-
ties.

Dashing to disasters suits Mr.
Bieber, a man who can't sit still
even during the day in his office. If
he isn't pacing the small, whit= of-
fice on the seventh floor of tne
county building, he is thrusting
back in his chair, engaged :n vigor-
ous discussion with his broker for
the property nsurance on the
county's recreational facility.

Or he is digging out his files to
check the medical malpractice in-
surance on the county’'s 800-bed
hospital.

The next minute he dashes out to
his assistant with the computer
printout on the county's workers
compensation claims. Cleims are
going down.

Another phone ecall: -his one
from the executive director of the
Public Risk & Insurance Marage-
ment Assn., the national crganiza-
tion of public risk managers. She
wants to discuss a seminar for the
next annual mezting.

He's up wa_king aga.n—and
glancing out the corner window to-

Photo: Stuart Emmrien
Bob Bieber is familiar face at
Westchester disaster sc2nes.

ward the nearky ccunty court-
house recently mzde famous by the
Jean Hearris murder trial.

Spinning in this wairl of activity
is a methodical mzn who has grad-
ually, analytically and confidently
put together from scratch a highly
effective insurance and loss cor.trol
program for this populous county

nortn of New York City.

From its $420 million budget, the
county allocates $85,000 to $90,000
to the administrative budget of the
threc-person risk management de-
partment.

The manzgement of the county’s
liability insuirance program—
which covzr: general liability,

workers compensation, auto liabil-
ity, medical malpractice and other
liability exposures except for polit-
ical officials’ acts—exemplifies Mr.
Bieber’s methodical approach.

At policy renewal time last year,
he considered changing a three-
year retro program with Liberty
Mutual to self-insurance.

Methodically, Bieber builds county plan

The premiums might be better
spent on paying off losses and
playing the investment market, he
figured.

But after looking at several pro-
posals, Mr. Bieber chose to stay
with Liberty Mutual in a program
that straddles the line between its
old retro policy and going self-in
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sured. Under this selective cash-
flow program, the county projects
that it will save $900,000 the first
year, with interest in the program
ultimately yielding county coffers
$7 million to $14 million over 10
vears.

The county pays $3.6 million in
premium, $2.3 million of which has
been projected to cover losses,
fixed and variable expenses and
the cost of excess insurance. The

$2.3 million is deposited in a trust
fund from which the insurer will
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draw $56,000 monthly. In the
meantime, interest on the money
goes to the county.

Coverage reaches $1.5 million,
with an umbrella policy providing
another $20 million. The first
$150,000 of losses is retained by the
county.

Mr. Bieber freely admits that he
is looking at this program, which
will be reviewed at the end of the
year, as a possible intermediate
step to going self-insured.

"I have always taken a very con-

11

=T

servative approach on how to pro-
ceed from one step to another," he
says.

Excess insurers on the policy are
New England Reinsurance Corp.
and Fireman's Fund.

No broker was used to place the
account with the direct-writing
Liberty Mutual. "Brokers do bid
and it's not that we don't like them
and don't think they have valuable
services to offer. We may in fact
decide to use one some day, but for
now, | think this office can handle

it," he says.

The same sense of reaching for
innovation, but not grasping for it
haphazardly, also played a part in
the county recently pulling out of
the New York state health plan for
its group health coverage.

For the last couple years, rates
had been steadily increasing under
the program administered by Blue
Cross/Blue Shield. Westchester
County, like other state municipal-
ities, was getting more exasperated,
not only about that trend, but also
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because it was impossible to get loss
experience from the state.

After looking at several alterna-
tives, including going self-insured
or switching to a private carrier,
Westchester decided to stay with
Blue Cross/Blue Shield, but indivi-
dually.

The county still had to pay
higher premiums, but lower than
under the state plan. More impor-
tantly, the county was guaranteed
access to loss figures and the right
to take over much of the adminis-
tration of the program, including
coordination of benefits. These
changes will make it possible for
the county to self-insure at some
point.

The switch is being watched
very closely by other state munici-
palities increasingly unhappy with
their experience with the state
plan (BIl, Nov. 24). It also has
sparked a lot of interest among
municipalities in Westchester
County.

"The first thing local govern-
ments wanted to know was if they
could get in the county program,”
Mr. Bieber said. "We told them to
at least give us a year to see how
things worked out."

Looking at the county's workers
compensation programs, Mr.
Bieber had two aims: lower re-
serves and reduce losses. Both
goals are being met.

Mr. Bieber initiated a claims
control service in which the county
and the insurer get together on a
quarterly basis to check the relia-

'1've always taken

a conservative

approach.’

bility of reserves set up by the in-
surer. In the last four years, this
process helped cut the size of the
reserves by $1.5 million.

"We discuss each case that |
want to review and | question their
reserves if | think they are too
high. We negotiate back and forth,
sometimes | win, sometimes they
do. But now it is an established pol-
icy," Mr. Bieber says.

Getting losses under control was
a more massive task, considering
the size and the complexity of the
county government.

"In the corporate sector, loss pre-
vention is usually handled by a
safety director. We looked at the
county and decided something like
that was not feasible.

"You can't have one safety
director go into a hospital, the po-
lice department and the recreation
department and teach them all the
same things about safety control,”
he says. "I can't expect the safety
director of the recreation depart-
ment to go into the police depart-
ment and put in an effective loss
control program to meet that de-
partment's specific needs."

Instead, Mr. Bieber designated a
safety director for each depart-
ment, who was then trained in loss
and safety control and expected to
report to his department head and
Mr. Bieber.

The county also stepped up its
own safety and loss control educa-
tion programs, including such
things as how department heads
should handle a workers compen-
sation claim.

"We told them not to play doc-
tor," he explains. "You don't write
on a report 'Man had heart attack.’
Just describe exactly what hap-
pened."

The county estimates that within
11/2 years of instituting the pro-
gram, it cut the severity and fre-
quency of its losses by almost
$600,000.

Perhaps the best test of Mr.
Bieber's methodical approach to his
job was winning over a sometimes
suspicious labor force-civil

Continued on nert page



Stepping out of character to prove a point

Sometimes the methadical Bob Bieber steps out of
character.

In his early'days with Westchester County, he su-
spected there was no clear-cut program 'for monitor-
ing the county offices in the event 6f a fire and no
one who would take charge in such asituation.

So he pulled a false alarm to see what would hap-
pen in such an emergency.

Chaos ensued. No one panicked enough to cause
problems, but it was clear that the county needed
someone to put together a workable plan.

Mr. Bieber got the job.
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You can't shove

this stuff down

people' s throats'’

Continued from previous page
servants whc had been there be-
fore he cam.=, krew they ould
probably still be there after he left
and had no idea wnat risk manage-
ment was.

"l found that constant communi-
cation was going :0 be the key to
getting things clone. You can't
shove this stuff down people's
throats," he says.

"It can be : long process: but
once you gain their confidence,
they will open up io you and that is
when you can really get to work."

The best way to gain workers'
acceptance of risk management
goals is to "zcme up with some-
thing that can stow very quick,
positive resul:s." Mr. Bieber said.

He tried this with a simple di-
rective that emfloyees' driving
records wouli be checked to keep

those who were avcident-prone or
had bad records off the road

"There was a lot of resistance at
first from th€ unions. But we were
ableto convince ttem that it would
be good for both the employees and
the county. And .he fact that we
were able to reduze workers com-
pensation and accident losses
within a short period really
helped.”

The count>'s va:t property nold-
ings are insired under a policy
with Improved .Rsk Mutuals that
provides replacement value cover-
age to $272 million. The policy,
costing $195,000, carries a $50,000
deductible. It is brokered by Knox,
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Lent & Tucker.

A comprehensive crime policy
covering possible thefts by county
employees is written by Fireman's
Fund, with limits of $250,000 and
excess of another $250,000. There's
a deductible of $1,000 on the pclicy
that costs $6,000.

Boiler and machinery is covered
by Hartford Steam Boiler, up to
$15 million per accident witt. a de-
ductible of $10,000.

Not all the risks of a huge eountr
such as Westchester are run-of-
the-mill exposures.

There is a $25 million airport lia -
bility policy to cover the ccunty's
exposure at Westchester A.rport:,
the third-largest in the state. Pur-
chased through Pan Am, ahich
manages the airport, the policy is
written by American Eome,
Southern Marine & Aviation. La
Concorde Aviation Assn., the Assn.
of Aviation Underwriters and
Lloyd's of London.

Welfare recipients who havE to
work off their grants are covered
under a special workers comper.sa-
lion policy written by Liberty Mu -
tual that costs $15,000 a year.

Volunteers who provide service:
to the county can get up to 1 10,000
for loss of life or limbs under a pol-
icy that cost the county $1,000.

Artists aren't forgotten by the
county. Any piece of work :hat is
loaned or rented to the county for
display in public buildings is co-
vered by a $150,000 policy ,=ritten
by INA that costs $528 a year. .

There's room for some laughter when Bob Bieber works with his

staff members Arthur Harris, dire:tor of risk managemenl, and
Grace McPolin, administrative assistant.



Bieber pioneers
risk management
for governments

WHITE PLAINS, N.Y.-"Gov-
ernment risk management is still
in its infancy," says Westchester
County risk manager Bob Bieber.

If that is the case, he's one of the
midwives.

Eleven years ago when risk
management was just beginning to
make significant inroads in private
industry and the concept was as
novel as balanced budgets to local
governments, Mr. Bieber took up
the reins as insurance administra-
tor for the city of Yonkers, N.Y.

Three years later, after putting
together comprehensive insurance
and self-insurance programs, set-
ting up a system of loss control and
reducing the city's total insurance
cost by $250,000, he moved on. His
new, bigger task would be to create
from scratch a risk management
department for the huge Westches-
ter County government.

"In the beginning there was just
me," Mr. Bieber recalls. "Before |
came, a county lawyer reviewed
insurance contracts and made sure

we had coverages, but there was

'Government

can be more

challenging.'

no one really involved in what you
could call risk management.”

The county's risk management
department is still small-three
people-but its size belies the enor-
mous influence it has on the
county's 35 departments, 94 local
municipalities and school districts
and 13,000 employees.

Much of that credit goes to Mr.
Bieber, a young-looking 41-year-
old with wavy red hair and a ten-
dency to wax enthusiastically
about government risk manage-
ment when given the chance.

"l really think that government
risk management can be more
challenging than risk management
in the private sector," he says.

"Let's say you work for a manu-
facturing firm. All you really get
involved in are manufacturing-re-
lated risks. But here my job in-
volves one of the largest medical
centers in the area, a modern
water treatment facility, the third-
largest airport in the state, law en-
forcement agencies, a parks and
recreation department, a huge
amusement park and an annual
county budget of $420 million."

"That is the exciting part of the
job-the many disparate parts of
the exposure," he says.

It is an opportunity that is open-
ingup more around the country.

"There has been an enormous
growth in the number of govern-
ment risk managers in the past five
years," says Natalie Wasserman,
executive director of PRIMA, the
Public Risk and Insurance Manag-
ers Assn.

Although there are no statistics
available on the number of govern-

ment risk managers, PRIMA has
grown to 600 members since form-
ing in 1978. Some 100 joined the
organization last year alone.

Mr. Bieber, the second presiden:
of PRIMA and still an active mem-
ber, says the challenge of forging
new ground is beginning to attract
very talented people to public risk
management.

"It is very exciting, especially a:
the beginning,” he says. "You start
at zero with nowhere to go but up.
You can take a nothing program
and make it really dynamite,” Mr.
Bieber enthuses.

What makes public risk manage-
ment an especially rewarding pro-
fession, Mr. Bieber says, is the close
bond among government col-
leagues. Public risk managers are
concerned with the overall con-
cepts of risk management, but par-
ticularly are interested. in the civil
servant factors of their positions.
As the number of public risk man-
agers has mushroomed, the need
for constructive advice has grown.

"We may not see each other
physically that much, but we talk
to each other constantly,” Mr.
Bieber says. "People from all over
the state or the country are always
calling to ask how are you doing
this or that, trying to find out how
we can help each other solve simi-
lar problems."

Mr. Bieber is involved on vari-
ous PRIMA committees, is plan-
ning a seminar at this year's an-
nual meeting in Denver and is also
trying to develop in New York
state a committee of people in risk
management who also have safety
duties.

Although he praises govern-
ment risk management, Mr. Bieber
admits it is a job that often depends
on the political whims of the party
in power. If the right corporate job
came along, he wouldn't automati-
cally say no, he says.

"There is not a lot of growth po-
tential in government,” he says
"Corporate risk managers can al-
ways aspire to be top financial offi-
cers," he says. In government.
those jobs often go to political ap-
pointees or elected officials.

But Mr. Bieber is trying to ex-
pand the concept of risk manage-
ment in Westchester County to
allow himself to head a major de-
partment encompassing risk man-
agement, emergency services and
safety direction. That proposal is
still in the talking stages, he says.

"People are beginning to appre-
ciate that the risk manager is
someone who can save a lot of
money for government,” he says
"Salaries are beginning to pay al-
most equal that of the private sec-
tor, with many people earning
around $35,000," he says.

"Sometimes people, especially in
the private sector, don't realize
that people government can be just
as professional.

That is changing, though, espe-
cially among people at the higher
financial levels. We are making

S are <«<oF it_~" -

What the judges said

Judges' comments on Bob Bieber included:
"Creative accomplishments appear to be excellent,"
.Mr. Bieber is without question one of the foremost government

risk managers in the country."

#One of the better governmental risk managers."
"Good RM techniques and problem-solving."

*'A good record overall. Excellent in some areas."
"Well-rounded risk management effort:

UUM-ness tnsu'runce, apl-11 O, 1301 / p,

As risk manager of Westchester County, Bob Bieber has an airport to worry about, too.

Escape Breathing Mask

will save lives in hotel fires.

PITISBURGH, PA -National Drae-
ger, Inc. has introduced to the United
States a new type ofescape breathing
maak which could save lives in the event
of hotel or motel fires.

The PARAT mask was developed be-
cause statistics reveal that the major-
ity of deaths in hotel fires result from
breathing carbon monoxide and other
noxious fumes, rather than from direct
burns. The unit is used in Europe, par-
ticularly so where zoning lawsrequire
such a device be available in hotels.

Ihe PARAT mask allows individuals
to'avoid panic, to stay conscious and
to follow instructions of the firemen.

When the PARAT system is used, a
mask is held in a wall-mounted con-
tainer. If a fire is suspected, the room
occupant opens the container, dons
the mask and begins breathing nor-
mally. The mask covers the entire
head, protecting long hair, beard and
spectacles.

PARAT provides a minimum of 15
minutes of safe breathing in the pres-

ence of carbon monoxide and noxious
fumes, such as hydrogen eyanide and
hydrochloric acid - as long as suffi-
cient oxygen is present. The unit in-
cludes a filter for smoke and combus-
tion gases which contains a special
chemical which protects against the
gases and fumes.

NATIONAL DRAEGER INC.,
101 Technology Drive,
Pittsburgh, PA 15235 -
412/787-8383.
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The seafood gets an excellent rating at Scott's Seafood Grill & Bar,
located at 2400 Lombard St. and 3 Embarcadero Center.

Feast yoursel
on fine dining
during RIMS

By CAROL G. BLITZER

SAN FRANCISO-Ask a half-
dozen risk managers a simple ques-
tion, and you can bet you'll get a
variety of responses. But ask them
about their favorite place to eat in
in San Francisco, and the number
of answers is mind-boggling.

Of course, in San Francisco the
question isn't really all that simple:
Do you mean favorite all-around
restaurant, favorite Chinese, Ital-
ian, you-name-it ethnic, nicest am-
biance, best view, most authenti-
cally San Francisco, or what?

To aid the RIMS members in
town this week for the Risk and
Insurance Management Society an-
nual conference, the Northern Cal-
ifornia RIMS chapter has prepared
a pocket-sized, 11-page pamphlet
with information on close to 100
restaurants, said Marge Layne, risk
manager for California and Hawai-
ian Sugar Co. and conference
chairperson.

Beginning with the restaurant
guide published by the San Fran-
cisco Convention Bureau, commit-
tee members went through and
struck the turkeys and retained
what they believe are the cream of
the crop. "We tried to include
everybody's favorite,” Ms. Layne
says.

The guides will be in guest bags
and extras, along with city maps,
will be available at the information
booth.

To help narrow the field even
further, Business Insurance asked
several local risk managers to
name their favorite eating places.

Ralph Perry, assistant vp and
director of risk management for
Amfac Inc., says Julius Castle has
it all-uniqueness, tradition and a
marvelous view of the bay.

The restaurant specializes in
veal, but also has entrees of steak,
lamb, and a variety of fish (includ-
ing salmon, petrale, sea bass and
snapper) and salads.

For lunch you can expect to pay -

$7 to $8, and dinner runs about
$25.30 per person without drinks.

Mr. Perry also praises Ruby's at
Fourth and Brannan, noting it has
"superb food and it's fun." For
lunch, he recommends Jack's,at
615 Sacramento, Sam's (Sam's Girill
and Seafood Restaurant) on Bush
and Bardelli's at 243 O'Farrell .

Another spot with a memorable

| J— —_—.

view of the bay is The Waterfront,
located at Pier 7, Broadway and
Embarcadero, says Thomas Lister,
manager of the insurance division
of Standard Oil. The Waterfront
primarily features seafood, but also
throws in a New York steak and
sirloin, pastas and salads. Nightly
specials often include veal and
shellfish. The average check at
The Waterfront runs $12 for lunch
and $18 for dinner. Reservations
are recommended. Large groups
can be accommodated.

For the true flavor of San Fran-
cisco, you can try the Tadich Grill
at 240 California in the financial
district, suggests John Foudy, in-

surance manager for Foremost-
McKesson Inc.

Tadieh's has been around since

1849 and some nights it feels like
you've been waiting that long. Ta-
dich's does not take reservations
and you can expect to wait at least
an hour during peak times. (The
manager suggests coming between
2 and 5 p.m. for a short wait.) How-
ever, once you get past the sardine-
packed waiting area, the seafood is
wonderful, both in flavor and vari-
ety, and the decor is delightfully
turn-of-the-century. Entrees aver-
age $8.50.

Sam's Grill on Bush also offers
an extensive seafood menu begin-
ning at $6. Again, no reservations
are taken and the wait varies. But
get there early, because it closes by
8 p.m.

Mr. Foudy also notes a new res-
taurant called Donateloo at 501
Post St,, La Bourgogne at 330
Mason for excellent French food,
The Shadows near Coit Tower for
German food and The Mandarin at
Ghirardelli Square for Chinese
food.

For lunch, he favors Graziano's
at 453 Pine, formerly called Mar-
ciano's. He says the Carnelian
Room at the top of the Bank of
America building is great for a
cocktail, but you can skip the food.

Other interesting drinking spots
are Paoli's bar and The Royal Ex-
change.

For a good Italian dinner, W.P.
Noone of Pacific Gas and Electric
Co. recommends the North Beach
Restaurant on Stockton. Although
noted for its veal specialties, the
fish is fresh off the restaurant's
own boat. A full seven-course din-

ner runs $13 to $15. Reservations



for three or more are required.

A second favorite he recom-
mends for out-of-towners is the
Garden Court of the Sheraton-Pal-
ace Hotel. Besides offering a sump-
tuous breakfast buffet, the restau-
rant is in a historical San Francisco

building.

Bill Leder, assistant risk man-
ager for Mattson Lines, seconds the
suggestion on the North Beach, and
adds Kan's 708 Grant Ave. for Chi-
nese food, Schroeder's for German
and Ceasar's.

If you enjoy watching the cook
preparing food, Gary Lindsey of
Itel Corp. says Vanessi's at 498
Broadway is the spot.

He also notes The Coachman at
Washington and Powell for not-
too-hot English chicken curry. For
the very hot, he suggests trying the
Hunan.

If you want to escape to a small
restaurant, good for talking, Mr.
Lindsey says Judy's at 2268 Chest-
Nnut or the Chestnut Grill at 2231
Chestnut are appropriate.

For a romantic interlude during
the week, Rue St. Pierre at Califor-
nia and Pacific is an ideal, lovely
French restaurant, says Dick Soper
of Levi Strauss & Co. He suggests
trying the pink lamp chop in Wel-
lington pastry.

Another classic for continental
cuisine is The Big Four, which sits
atop Nob Hill, and is named for
California's robber barons. Mr.
Soper adds that the Nob Hill Cafe
is a real sleeper with only seven
tables, but it is a unique experi-
ence.

For elegance, he suggests Le
Club at Clay and Jones, which he

If you're into squid,
Scott's Seafood

Grill & Bar can

fill your order.

describes as "the ultimate.” For ca-
sual fare, he suggests the Washing-
ton Square Bar and Grill or
Marna's for a brunch or light
lunch.

Gary Perusse, risk manager for
Bay Area Rapid Transit, says that

the seafood at Scott's Seafood Grill
& Bar is excellent. There are two
locations: 2400 Lombard and 3 Em-
barcadero Center.

Its specialties include seafood
saute (crabs, scallops and prawns in
a meuniere sauce), a fisherman's
stew (same as above but in a less
fattening broth) and petrale. Out-
of-towners might want to try cala-
mary-squid-with lemon and
garlic. Or you might want to gorge
on Seafood Louis.

Entrees range from $4.95 to $14
(for king crab and filet mignon).
No reservations are taken. If
you're planning to come in a large
group, the restaurant at Embarcar-
dero Center is the one you want.

For a more unusual dinner, Mr.

Perusse suggests Mamounia on
Balboa or Yamato's on California

Street.

If you're willing to leave the
city, you might want to try Mr.
Perusse's favorite-Le Camembert
in Mill Valley. He says the food is
good, the place is quiet and the
prices are rnoderate.

A quicker trip across the bay
via ferry takes you to Sausalito
where you'll find Ondine's and the
Alta Mira for fine food plus views
of the San Francisco skyline.

In the East Bay, Spenger's in
Berkeley has fantastic seafood,
says Roger Anderson of Shaklee
Corp. Again no reservations are
taken.

AnNd if there are any mild eve-
nings left on your San Francisco
tour, you might like to swing over
to Jack London Square in Oak-
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Photo: The Waterfront Restaurant
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Nationwide uncomplieates
complicated

group insurance.

If you choose the group insur-
ance for your company; you know it
can get very complicated. But Nation-
wide can help you put it all together

in one easy-to-understand plan.
Nationwide can do it because we

offer insurance so complete, we can
even include Dental Care (with cover-
age not just for corrective treatment

but for annual check-upls, too.)
All our major medical plans have
$1,000,000 maximums with a $500

Stop Loss Provision (after deductible

is satisfied). And our Excess Interest
Annuity contract provides a high in-
terest return on your pension plan.

All this insurance will be put to-
gether just for you by one skilled
Nationwide agent in one easy plan.
Youcan'tgetlesscomplicated thanthat.

That's just a sample of Nation-
wide's group insurance. Send us this
coupon and we'11 give you all the
details. Making your business life
simpler is one more way Nationwide
is on your side.

NAHONAWIBE

Nationwide is on your side

Nationwide Life Insurance Company.
An equal opportunity employen

-—-—-=An Uncomplicated Offerfrom Nationwide-----

Nationwide Insurance, One Nationwide Plaza. Columbus. OH 43216

Please give me detailed information on Nationwide's Group

Insurance Plans.
Namf

Company Name

AddreSR

City COlinty

State

Phonp

Zip

81-46

1301/ m

For a view of the bay and some excellent veal and shellfish specials try The Waterfront Restaurant at Pier 7, Broadway and Embarcadero.
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Captive conference

Foremost-McKesson gets out

BY KATHRYN J. McINTYRE
HAMILTON, Bermuda-Fore-
most-McKesson Inc. has two fewer
people in its risk management de-
partment and $1 million more in
revenues since it drastically re-
duced use of its captive insurance
company.

The company instead is self-in-
suring and buying insurance in the
commercial marketplace, relegat-
ing Golden State Insurance Co.
Ltd. to underwriting a small por-
tion of the company's primary and
excess casualty program for less

than $1.5 million in premiums.

Just 314 yeans ago, Golden State
participated in the insurance of
every company risk except boiler
and machinery and was a member
of two International Risk Manage-
ment pools, HopeweE and United.
It had annual premium volume of
$7.5 million.

"l believe in captives. They are a
valuable risk management tool,"”
said assistant treasurer and diree-
tor of risk management Alan
Pearce, who dismantled the com-
pany's captive program. "But they
must be compared to other risk

financing alternatives.

"Sometimes, risk managers be-
come complacent.”

Mr. Pearce detailed the price and
profit motives behind his decision
to revamp use of Golden State dur-
ing the Fifth International Captive
Insurance Company Conference
sponsored here by the Risk Plan-
ning Group. The captive's useful-
ness came full cycle in almost 10
yvears.

The distribution company first
considered a captive on the recom-

mendation of a broker with a man-

agement company subsidiary. The

PRESS
OUR

BUTTON

check the new GAB on-line system
at the RIMS Conference. -

Now GABs newon-line

Claim Processing System helps
keep daim marlagement records
at our fingertips.

GAB's new Claim Processing
System. plus a whole new Workers'

Compensation system are now

on-line.

And you're invited to visit our
RIMS Conference Booths 12.13, and
14 to press olLr button. And to see
for yourself how you can benefit
from the better-than-ever speed an j
control. addit.onad history and more

accurate information GAB's new

on-line system provides.

These new enhancements to our
system add substantially to our
capabilities. In addition, GAB's CMRS
offers you the most flexible reporting
system available programmed to
produce standard reports as well as

special reports customized to your
needs.

Pressing Ploblems Handled Here
The new on-line system will make

the information you need about a

claim immediately available to you

through the nearestof five Contract
Administration Centers (CACs) in

New York Atlanta. Chicago, Dallas
and Los Angeles.

-

ContractServicesDivision
123 William Street NewYork N.Y. 10038

DonaldW.Carroll.SeniorV. P. (212) 791-8000

The centers are served by the more
than 3.000 trained professionals
who also serve you in GAB's
nationwide offices. These office
locations have been so carefully
selected that your plant office or
branch is never more than an hour
from a GAB adjuster.

GAB's independence is another
special advantage for our customers.
Since our primary business is claim
administration this guarantees our
objectivity in setting reserve amounts.
in determining issues of liability.
and in the actual handling and
settlement of claims. Our only loyalty
is to our clients: that's our declaration

ofindependence.
Press On!

Every year of GAB's 96 yeans has
seen important advances in customer
services. This year. now that our
information systems are on-line. we
will continue to press on with more
new improvement projects.

Meanwhile, we invite you. whether
your needs are large or small-local.
regional national or international - to
press our button. Youll have your
future at your ftngertips.

broker had proposed a captive to
cut 35% off the company's $700,000
cost of property insurance.

The company's premium was
high, Mr. Pearce noted, because
only 60% of its property qualified
as HPR (highly protected risk) and
the rest was "mediocre to real
dogs."

A general management consul-
tant was hired to consider the bro-

ker's recommendation. Confirma-
tion led to the creation of Golden
State in 1972 in Bermuda.

A property insurance program
was constructed as: $25,000 deduct-
ible, the next $75,000 with the cap-
tive for 75% of the premium and
the excess limits reinsured for a
15% ceding commission. Net sav-
ings: $135,000 after management
and other costs.

The company never considered
self-insuring the first $100,000 of
property risks because the presi-
dent had said it would be folly for
Foremost-MeKesson to retain
$100,000 of risk.

In 1972, the
first $100,000 ,mil.
of marine cargo
risk, which av-
$20,000
annually in
losses, was ad-

eraged

ded to the cap-
tive for 80% of
the $150,000 pre-
mium. Reinsur-
ance cost about ™
$30,000. Savings:
$100,000.

In the first five years, there were
no significant losses.

Primary casualty risks were
added in 1977, taken out of the
cash-flow standard retro the com-

Pearce

pany had negotiated with a eom-
merical insurance company. The
captive saved the cornpany
$300,000 in the first year just by re-
ducing the fees and expenses under
the retro program with a $4 million
standard premium and $1 million
expense charge.

Excess casualty insurance was
added, too, after the company had
been denied coverage in 1976 by
the tightened commerical market.
Although 100% of the first excess
layer was insured directly with the
captive, 90% was reinsured.

Golden State also started under-
writing unrelated risks by partici-
pating in two reinsuance pools,
Hopewell (1972) and United (1977),
organized by International Risk
Management.

"It was fashionable, an opportu-
nity for profit and a response to In-
ternal Sevice Revenue Ruling 77-
316," observed Mr. Pearce.

Among the 100 reinsurance trea-
ties Golden State insured through
United was one from a reinsurer
writing the company's excess lia-
bility insurance.

When Mr. Pearce arrived in late
1977, the company was writing $7.5
million in premiums against capital
and surplus of $2.4 million.

He first re-examined the prop-
erty ' insurance program, which
carried a net cost of $960,000 even
though the company had increased
its corporate deductible to $400,000
and the property had been up-

graded with new plants meeting
HPR standards.

"l looked for a lower rate from
the reinsurers, but was unsuccess-
ful,"” Mr. Pearce noted.

He sent a broker into tlie market
looking for coverage meeting three
conditions:

« Placed with two insurers.

- A five-year guaranteed rate.

Continued on page 103



Republic Steel moves in

HAMILTON, Bermuda-Repub-
lie Steel Corp. is forging ahead but
missing one ingredient for its plan
to mold an insurance subsidiary
with underwriting, broking and
captive management operations.

The missing ingredient: a bro-
ker.

Republic designed a joint ven-
ture late last summer with Hogg
Robinson, its long-standing broker
for international risks. The goal: to
get into the brokerage business via
Republic Hogg Robinson. How-
ever, no brokerage firm has been
purchased yet or staffed to begin
the work.

Industry sources say Republic
is still looking for a brokerage firm
to purchase, but Mr. Cline declined
to confirm the company's plans.

The captive management ven-
ture in Bermuda, however, is
progressing, and the company's
captive insurer is expanding its
unrelated risk underwriting, Mr.

Cline said.

The corporate risk manager,

who is also an executive of the Re-
public Steel Services Group Inc.
created to take Republic into the
insurance business, defends the in-
tegration of insurance services
within one company.

"l think the insurance industry
is in a changing mode," he says.
"While there may be conflicts in
brokers owning insurers and vice
versa, we will see more and more
vertical integra-
tion. wWe’'ll see
brokers and in-
surers buliding
links, probably
in the form of
equity.

"We hear that «
insurers are al-
ready looking at Id

]

ariesawithon '-

interest in tak- Cline
ing an equity
position. | think that's the future of
the business.

"If you're going to get into the
business, you have to look toward

the future. We don't want to be a
‘'me too.' We want to be leaders as
opposed to followers-conservative
leaders, but nevertheless leaders."”
Cedar Hill Management Ltd.,
which now manages Republic's
captive Kingsley International In-
surance Ltd., is recruiting captive
clients to manage and expects to

pick up two more in the next two
nnonths.

Kingsley, meanwhile, is ex-
panding the amount of unrelated
risks it writes to $1.5 million of its
$6.5 million premium volume. The

: unrelated risks are reinsurance of

U.S. and U.K. reinsurers.

1. The captive also plans to pick up

a quota share reinsurance treaty on
a mass-marketed personal lines
program that is on the drawing
boards to be marketed to Republic
employees and available to other
employers.

The program would provide em-
ployees, through a payroll deduc-
tion plan, a package for home,

Continued on next page

IBA carves a niche

HAMILTON, Bermuda-A small
business advocate is tussling with
state and federal laws to provide
reasonably priced health and life
insurance to small businesses in
Michigan.

So far, he's on a winning streak.

Under a self-insured trust and
an association-owned mutual in-
surance company, 2,000 small busi-
nesses in Michigan are saving 10%
to 15% on group health benefits
and receiving

claims payments -3
within 10 days. ,
Rate increases, 1
when mneeded, S
aren't a shock 1.6-J._
either under a
triannual ratlng ] 1 11 1
plan.

A captive in- a-.1, ,-*-

surer_to under |
write life insur- : - =

ance Tfor Sanford
additional sav-
ings also could be activated.

The efforts of Richard B. San-
ford, president of the Independent
Business Assn., illustrate that the
corporate risk-financing alterna-
:ives employed by major corpora-
tions can be used to benefit small
businesses, too.

Funding alternatives for group
benefit plans were sought by IBA
for the same reason major corpora-
tions have started self-insuring and

forming captives: cost.

"Small business people are mis-
used by insurers," Mr. Sanford said
in a speech at the Risk Planning
Group conference. "Associations
and their members are at the
mercy of insurance companies' rat-
ing and renewal practices."

There was no mercy in 1974
when IBA was told rates for its
group health insurance program
would go up 30%, even though its
claims' experience was less than
40% of premium.

"Small businessmen don't get
sick. They can't afford it,"” Mr.
Sanford explained. "And the peo-
ple who work for them tend to
have the same attitude.”

Mr. Sanford, who at one time
owned a string of small agencies in
Michigan, recommended the asso-
ciation self-fund its group health
insurance plan. Lafayette Life In-
surance Co. agreed to provide the
group with stop-loss insurance and
it underwrote the group life insur-
ance plan.

Costs were lowered 10% to 15%,
claims were paid more quickly and
the group had established reserves.
The trust applied in 1975 for stand-
ing as an ERISA plan to exempt it
from state insurance regulation.

Enter government regulators in
1978. "We were doing something
successful so they wanted to talk,"”

Mr. Sanford quipped.

He conceded that regulatory in-
terest in IBA's self-funded group
trust was spurred by the number of
such trusts that had been poorly
organized and managed by agents
interested in big commissions.

IBA, however, allowed only in-
dependent agents who joined its
association to market the plan to
members for a flat 10% commis-
sion.

Continued on net page
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Conference observations

on captive insurers

HAMILTON, Bermuda-Felix Kloman was in charge of the
weather during the Fifth International Captive Insurance Company
Conference his consulting firm sponsored in Bermuda March 23-25:

The sun didn't come out until he finished his
remarks at the end of the last session. "

Mr. Kloman, president of Risk Planning , 394’9 m
Group of Darien, Conn., and considered an inno- 1
vator in the field of risk management, sum-
marized the observations of speakers who ad- ."*t
dressed more than 200 conference registrants: __

- Captives are feeling their oats. They aren't: 1 1
fearful of scrutiny, are much more confident of ' i
their financial stability and are more aggressive
in taking their place in the commerical insur- /.

F=— U o W g — 2 Frrmacd e sa==&tr > _ —

* Legal and tax issues involved in using a cap-
tive are still muddy.

« Regulation will be more reasonable.

= Captive funds should be invested cautiously, recognizing the
need for relative liquidity, with the counsel of professionals.

- There will be a fallout of financially unstable captives, but the
tendency of captives to underwrite to a premium-to-surplus ratio of
one-to-one shows strength.

Kloman
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iINnsurance company
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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
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Tie Saex Group introduces

a new, exclusive program...

Detective
& Patrol

Agencies

- All Coverages Available
= Any Limits

- Most Competitive Rates
+ Immediate Binding

« Top Comm.ssions

= For more information

or quotes, cintact:
Anne Olsen. Assl. Vice-President

The Saex Group - Underwriting Office:
474 4ppleton St., Holyoke, Mass. 01040
Telephone: {413) 538-8261.
Ou.side the 413 Area. 1-800-332-3847
Out of State. 800-628-8906.

Te tex, 95-5494. Cable. saex ins-hike.

Republic Steel still seeking
broker for captive venture

Continued from previous page
al_to, personal umbrella and per-
sonal inland marine insurance.

The employees would benefit
frimm reduced prices won with
group purchasing power, purchas-
ing ease through payroll deduction
ar_d improved service with a 24-
hour hotline to add and delete cov-
erage and handle claims.

A major U.S. insurer would un-
derwrite the program, ceding a
qglota share to Kingsley Federal
regulations would not prohibit the
reinsurance of this employee bene-
fit with offhsore insurance corn-
panies because the Eroduct is not
ar ERISA-ruled plan and will be
fully paid for by the employee.

Kingsley will benefit from the
addition of unrelated risks to un-
derwrite.

Any other compar-y that main-
taned its own captive insurer
could offer the program and also
reinsure it on a quota share basis.

Insurers and brokers consulted
by Republic have been talking
about the plan with other employ-
ers who are interested, Mr. Cline
sa_d. If the right program is
created, Kingsley may end up
reinsuring a share of another em-
ployer's program befcre the benefit
is introduced at Republic.

Republic, which generated $3.7
billion in sales in 1980 from ship-
ping, railroading, aircraft and steel
production, is venturing into the

insurance business after hammer-
ing out a comprehensive business
plan with the aid of insurance in-
dustry analysts Conning & Co., Mr.
Cline stressed in a speech to the
Fifth International Captive Insur-
ance Cos. Conference held here
late last month.

In March 1977, Kingsley was
providing the services inherent in
using a captive insurance com-
pany. It underwrote general liabil-
ity insurance, which was too high
priced by the commercial market
for too limited coverage, Mr. Cline
said. It saved Republic $300,000
over three months as the reinsurer
of workers compensation insur-
ance for a coal-mining subsidiary
and provided the clout to drive the
price of annuities needed for em-
ployees of a foreign subsidiary.

Republic pursued expanding
Kingsley in 1978, hiring Conning
& Co. to develop a business plan.
The plan, accepted in 1979, out-
lined underwriting guidelines, in-
vestment policies, provisions for fi-
nancial and operating reports, cash
control policies, retention and rein-
surance guidelines, claims policies,
management and organizational
structure.

Republic Steel Services Group
was created two years ago to act as
"buffer layer between the parent
company and the clients," noted
Mr. Cline, who is vp-insurance op-
erations for the new group and

THE MEXICAN CONNECTION

HAS JUST ADDED PUERTO RICO

Grupo Seguros La Comercial, the largest group of insurance companies in Mexico, has recently acquired
El Fenix De Puerto Rico Insurance Company and Seguros de San Miguel General Agency offering a full range
of insurance and risk management services to multi-national corporations operating in Puerto Rico.

Our local expertise in evaluating current protection, as well as total financial and risk management coun-
seling, loss prevention engineering and property conservation programs, covers the entire spectrum of prop-
erty and casualty lines, inland/ocean marine, group insurance, employee benefits, liability and workers

compensation. At competitive rates, too.

Through our liaison offices in the U.S., we are where you need us when you need us. If you would like to
receive our free brochure on Guidelines for the U.S. Risk Manager on Mexican Insurance or information

on Puerto Rico, please contact our offices listed below.
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L__~2\

EAST COAST

SEGUROS LA COMMERCIAL
111 JOHN STREET

SUITE 2601

NEW YORK, N.Y. 10038
TELEX # 12092

PHONE: (212) 349-4360

COIVERC/AL

MID WEST

SEGUROS LA COMERCIAL
20 NORTH WACKER DRIVE
SUITE 3004

CHICAGO, IL. 60606
TELEX # 283575

PHONE: (312) 236-0002

SOUTH AND WEST COAST
SEGUROS LA COMMERCIAL
4800 SAN FELIPE

SUITE 410

HOUSTON, TX. 77056
TELEX # 790314

PHONE: (713) 840-7542

SEGUROS DE SAN MIGUEL GENERAL AGENCY-EL FENIX DE PUERTO RICO COMPANIA DE SEGUROS
Medical Arts Building, Paseo de Covadonga #157, P O. Box 4027, San Juan de Puerto Rico 00905

continuing as director of risk man-
agement for Republic Steel. The
services group now owns Kingsley
and is the participant in the joint
venture with Hogg Robinson.

Mr. Cline devotes two-thirds of
his time developing the new insur-
ance services venture and one-
third on Republic Steel's risk man-
agement programs, which are im-
plemented by a staff of seven.

Many risk management-related
functions at Republic are under the
purview of other departments, in-
cluding safety, industrial health,
workers compensation, medical
and security. The directors of each
department meet regularly as
members of the risk management
committee, chaired by Mr. Cline, to
review Republic's programs.

"The risk management organiza-
tion is in place and functioning,"
NMr. Cline ssaid. 1

Finds niche

Continued from previous page

When the Department of Labor
finally refused in 1979 to grant
the trust standing as an ERISA
plan, Mr. Sanford and the Michi-
gan attorney general hammered
out a way to save the trust pro-
gram.

The trust became IBA Mutual
Insurance Co. on July 1, 1980,
under a seldom used provision of
Michigan law. The mutual, how-
ever, was restricted from under-
writing life insurance.

The association wouldn't give
up trying to recapture some of the
$178,000 underwriting profit
(after a 25% retention) on the $50
million of life insurance pur-
chased by its members.

The association decided to form
a Cayman Islands-based captive
insurer to underwrite life insur-
ance for its members with $50,000
in capital from the group divi-
dend stabilization fund reserve
account. Aggregate and specific
stop-loss insurance would be pur-
chased to protect the capital.

But the captive never started

underwriting life insurance for
the members.

For the first time in 11 years,
the group's profitable experience
turned into losses on unprece-
dented accidents among policy-
holders.

The insurer started to pay losses
out of the stabilization fund, re-
ducing the capital available to
fund the captive.

At the same time, IBA learned
that ownership of the captive
could jeopardize its tax-exempt

status.

As the association restudies the
captive life insurance company
proposal, which met some mem-
ber resistance because of concerns
about reserves, it is considering
changing ownenship from the as-
sociation to IBA Mutual Insurance
Co. to avoid problems with the
IRS.

If he had it to do over again,
Mr. Sanford said he would look
into a rent-a-captive arrangement
to avoid ownership problems,
save on start-up costs, tap insur-
ance expertise and avoid IRS con-
cerns.

A rent-a-captive arrangement,
however, would not provide the
association with the public rela-
tions benefit of having its name
on the insurance policy, would
take some control out of the hands
of the association, could be less
flexible and would add another
layer of management to be in-

volved in the making of any in-
Surance decisions. .



Golden State

dismantled

Continued from page 10O

* Non-cancellable policy.

The proposal presented was
close. The coverage was split be-
tween Mission Insurance Group
and Aetna Insurance Co. for a
three-year rate (which has been
extended), but the policy is subject
to cancellation with 90-days notice.

Cost: $450,000, for a savings of
$510,000 on the fire and extended
coverage insurance.

Marine cargo insurance came up
next for scrutiny. The risks hadn't
changed much. The company still
averaged $20,000 to $25,000 in
losses. But only three losses had
exceed@d the captive's $100,000 re-
tention, with $300,000 the largest.

"So | canceled the reinsurance

contract and pulled the risk out be-
cause it is more convenient to self-
insure,"” Mr. Pearce explained.

Excess liability insurance with
the captive passed Mr. Pearce's test
for efficiency. "l was so pleased
with it, | expanded it."

The captive underwrites $20
million of the company's liability
insurance: $10 million excess of $5
million and $10 million excess of
$30 million. The intervening layer
is insured in the London market.

The fronted workers compensa-
tion and auto liability insurance
program was now costing as much
to manage as the old retro plan,
when one added up the manage-
ment and fronting fees of $1 mil-
lion.

"l decided qualified self-insur-
ance was more attractive: There
are no front fees or broker com-
missions. State self-insurance as-

sessments are less than the pre-

mium tax.”

He started by self-insuring
wherever the premium exceeded
$250,000 for workers compensation
insurance and auto liability insur-
ance. He also decided to self-insure
the company's general liability and
product liability risks.

Only 20% of the program is
fronted and administration ex-
penses were reduced by $475,000.
I'he savings in premium taxes
alone was $150,000.

The company retains $1 million
of liability and workers compensa-
tion losses and insures the next $4
million under a chronological sta-
bilization plan. Coverage for work-
ers compensation losses exceeding
$5 million is under the umbrella
program.

"The non-related business in the

captive bothered me," Mr. Pearce
recalled. "I couldn’'t tell if it was
good business. No one knew the
expected losses.

"l was on over 100 treaties, so |
studied the reinsurance market."”

When he found domestic rein-

surers averaged a 2.7% under-
writing loss from 1972 to 1977, he
decided the best the captive could
hope for would be 5% since it lost
the commissions.

"l looked at the cash flow, and
there were many impediments:
some funds were withheld, some
paid nominal interest, other premi-
ums trickled in.

"l concluded we wouldn't lose
money, but wouldn't make any, ei-
ther.

"l sold the entire book to a an-
other captive that wanted into
unrelated business.”

IC Insurance Holdings Ltd. took
Foremost-McKesson's place in
United Insurance Co. effective
Dec. 31, 1979.

Golden State is now running off
$5.5 million in reserves for insur-
ance it underwrote for Foremost-
McKesson.

"We haven't burned our

bridges," Mr. Pearce said. If the

commercial insurance market

tightens up again, the captive is

still im Bsrrmmuda . o
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AlG exec fears captive collapse

HAMILTON, Bermuda-Corporations tak-
ing their captive insurers into the commerical
insurance business have a responsibility to act
prudently to avoid insurance company insol-
vencies, warns Joseph C. Sfietana.

"A captive ccllapse
would have repercussions
throughout the industry,”
the president of AIG Risk

Management said.

Captives entering the

role, brokers making risk
selections for captives,
underwriting pools and
commercial ventures by 1.-1
the larger caftives pres- vqlF 1
ent "a potentially danger- Smetana
ous, explosive situaton:

He commended captives for providing addi-
tional capacity to the the industry, but advised

captives getting into the commerical insurance
business to employ "proper :alent or seek true
underwriting expertise from outside sources"

The insurance industry, ne said, has a re-
sponsibility to lend its expertise to the buyer
so the buyer can act respons.bly.

"Technical underwriting must remain sepa-
rate from marketing and ta> concerns," he ad-
vised.

Captives intent upon finding unrelated risks
to underwrite could look to syndicates on the
New York Insurance Exchange, Mr. Smetana
suggested.

But before a company further develops its
captive, it should reassess its decision to send
its risks offshore, he advised.

There are commercial insurance alterna-
tives to captives available wnich should be ex-
plored, he said.

Corporate management also must decide
whether tax advantages are worth the risk of

,Urt Zirc4 :214 1 jitz12°

assuming losses on unrelated business. Does
the parent company really want to get into the
commercial insurance business, committing
the talent and capital required?

He predicted there will be .a major trend
back to cash-flow insurance programs offered
by commerical insurers.

"l don't mean to sound like doom and
gloom," he noted. "Captives will persist and
evolve. | can see some captives becoming li-
censed commercial carriers in the U.S.

"There will be a proliferation of group or
association captives" motivated by the desire
to cut insurance costs and win favorable tax
treatment.

The IRS will continue to be more aggres-
sive in pursuing what it considers self-insured
risk-funding mechanisms, Mr. Smetana pre-
dicted, questioning if some of the "camou-
flage" techniques used to confuse the IRS may
not invite charges of fraud,

AF

1UJ
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Check out agency before joining

HAMILTON, BERMUDA-Know who will join you before you
walk into the reinsurance business on the arm of an undcrwriting
agent, advises an underwriter.

"The more companies participating in the agency, the lerger the -
collective capital and surplus and underwriting capacity-" notes
Francis Carter, president of Belvedere Underwriting Agents Ltd.
"But the agency's stamp is only as strong as the weakest company.
Make sure you know which other companies are being represerted
by the agency.

Mr. Carter, whose agency underwrites for General Telephone 4
Electronic Corp.'s captive and its own Belvedere Insurance Co. Ltd.,
also advises:

* Make sure the agency is participating in the risk tniough its
*wn reinsurance company.

,, T Insist on common account reinsurance.
5 *- Be sure agency fees are computed on net premium.

'* Make certain you are receiving the full cash-flow and also are
being credited with interest income ort the agency's escrow account.

p = Do not enter into any cross liability agreement.

| S

* Be fully conversant with the reserving policy.

In his own business, Mr. Carter takes pride that Telect is an
>investor in the underwriting agency as well as under a five-year
agency agreement. "It's the best relationship you can have.”

T — > <<"=—rs— ~r .

New captives should Iimit
unrelated risks, says Hogg

HAMILTON,

get bounced from the London in-
surance market when you looked

Bermuda-Ever

lor reinsurance protection or par-
ticipation foz your captive insurer?

The Londin market is willing to
vork with zaptives, but you may
have failed Dne of the critical tests
it apples to Japtive insurance com-
panies.

The tes-.s, as described by John
G. Hogg. deputy chairman of Hogg
Robinson Group Ltd.. provide the
captive owner with a checklist not
only for pre)aring to visit the Lon-
don mirket but also for reviewing
the stability of the captive.

Mr Hogg advises new captives to
limit themselves to underwriting
related company risks.

"Companies whose mainstream
activity is not insurance should
tread warily into this field (unre-
lated risks). The artificial factors of
tax and interest earnings should
not mask the risks involved.”

Only about 10% of the captives
owned by U.K. companies under-
write risks for unrelated com-
panies, he noted.

"There is at this moment much
less chance of making operating
profits on outside business," he
cautioned, referring to the hot
competition in the insurance mar-
ket.

He confirmed that Bermuda un-
derwriters are justified in their
frequent complaints about the slow
premium flow to Bermuda from

CORONADO INSURANCE MARKETING SERVICES

&11112

A new creative and innovative marketing
services organization specializing in
primary and excess commercial property
and casualty insurances on behalf of
agents and brokers in San Diego, River-
side, and Orange Counties, California,

and the State of Arizona.

Don K Lewis, Vice President

Dan J. Harron, Director of Marketing

Brenda Morgan, Account Executive

Ron Hall, Account Executive

Telephone: 71*233-5933 / Telex 69-7915

225 Broadway, Suite 1120
San Diego, California 92101

A Transport Underwriters Grcup Company

London.

"We have an expression in Lon-
don, 'Premiums flow like glue," "
he said.

He defended brokers, however,
against all the blame, noting that
ceding insurers take their time
sending on premium.

"If it is necessary to underwrite
other business, possibly the ex-
change of business between cap-
tives is one way of achieving this
with lower acquisition costs and
less risk of underwriting losses," he
suggested.

Captives determined to use or
become a reinsurer of the London
market can take cues from Mr.
Hogg's observations of how the
market evaluates a captive apply-
ing for reinsurance or to under-
write reinsurance.

As viewed by a broker, the tests

- Ownership of the captive. A
large, profitable, publicly held
company is the most attractive.

- Capitalization of the captive.
There must be an obvious commit-
ment to the captive, including
enough paid-in capital to support
the volume and type of business
written. At least $5 million is
needed. Net worth, including re-
tained earnings and contributed-
surplus, is not as impressive be-
cause these funds can be with-
drawn at any-
time.

- Domicile of i
the captive. Ber-
mu(la offers at "-
least some regu- 1-,",-4, -<
lation under the
Bermuda insur-
ance law, al-
though £ — 3 o o I — -
reinsurers find
it does not exert

enough control.
Underwriters

Hogg

dig deeper for and weigh heavier
information from a captive looking
for reinsurance on unrelated risk
underwriting.

The location of the captive is
especially important when it wants
to underwrite reinsurance for the
London market because insurers
look ahead to where potential dis-
putes will be resolved.

When considering a captive
using an underwriting agency as a
reinsurer, the underwriter also will
look very carefully at whether
fronting is permitted or whether
the captive is used as a front.

Considering a captive as security
to reinsure London market un-
derwriters raises additional ques-
tions about an agency agreement
London will want to know that th€
agency has authority to front, not
only from the fronting company
but also from the reinsurer.

The financial status of the cap-
tive also will be closely examined,
including the solvency margins on
premiums written.

The investment practices of the
captive are scrutinized. Un-
derwriters don't want to find big
investments in activities or proper-
ties of the parent company.

They also don't want to see large
transfers to the parent by way of
dividends or capital repayment.

Sudden growth in premium vol-
ume also won't bode well in Lon-
don, Mr. Hogg observed, because
such growth in the current com-
petitive market might hint at un-
sound underwriting practices.

The captive's reserves and its re-
insurance program will be impor-
tant to the London underwriter.

The gut-feel about a company
and its reputation in the market
where there is "considerable ex-
change of information between
brokers and other reinsurers” can

be a decisive factor, he noted. .



IRS action favors'

half unrelated risks

HAMILTON, Bermuda-A cap-
tive may need to receive 50% of its
premium income from unrelated
companies to keep the Internal
Revenue Service off the back of
the parent company.

A 50% rule recently was applied
by the IRS in regulations gov-
erning the tax implications of ben-
efits paid under self-insured medi-
cal reimbursement plans.

The Jan. 31 regulations state:

"A policy of insurance issued by
a captive insurance company is not
considered self-insured for pur-
poses of this section if for the plan
year the premiums paid by com-
panies unrelated to the captive in-
surance company equal or exceed
50% of the total premiums received
and the policy of insurance is simi-
lar to policies sold to such unre-
[ated companies” (Section 105).

"This indicates the direction of
the IRS,"” observes James Ca-
meron, a leading authority on cap-
tive tax issues with Baker &
McKenzie in New York.

How much unrelated risk busi-

ness a captive must underwrite to
secure tax advantages for its parent
company is an old question asked
with a new sense of urgency since
Carnation Co. lost its appeal of a
tax court decision against its use of
a captive insurer (see related story,
page 54).

Mr. Cameron predicts that cor-
porations concerned about losing
tax deductions for premiums paid

to captive insurers will respond to

the Carnation decision with:
- Increased underwriting of

unrelated risks.

= More pools and industry cap-
tives.

- Sale of loss reserves to rein-
surers to secure a tax deduction for

the reinsurance.

.Corporations with captives
pursuing these paths will find
many willing service companies in
Bermuda.

Brokers and independent service
companies operate reinsurance
pools allowing member companies
to mix and redistribute their risks.
At least one reinsurer, Trenwick,
operates a risk exchange allowing
captives to reinsure each other,
passing the premium through
Trenwick, which takes a 5% com-
mission.

Bermuda-based reinsurers, such
as Belvedere Insurance Co. Ltd.,
also are interested in buying out
loss reserves.

The IRS will try to use the re-
cent 9th Circuit Court of Appeals
decision citing Revenue Ruling 77-
316 in the Carnation case as court
approval of the IRS ruling and the
IRS position against recognizing
transactions with captives as insur-
ance, Mr. Cameron predicts.

"We will argue that it is not
binding because (citing the IRS
revenue ruling) was not needed to
decide the case,” Mr. Cameron
said.

Brian M. Freeman, a tax attor-
ney who gained insight into the
Treasury Department when he put
together the Lockheed loan guar-
antee program, observes "the ser-
vice (IRS) and tax people are be-
ginning to focus only on the ex-
tremes.”

Since the tax policy office of the
Treasury is assuming more respon-
sibility formerly held by the IRS,
he also expects fewer initiatives
from the IRS, especially in the in-

His sources tell him there are no
regulations coming in the insur-
ance tax area. A recent report on
tax havens by a member of the IRS
staff citing IRS concerns about
captives is only one person's opin-
ion, he noted.

However, Mr. Freeman said he
woel(in't encourage companies to
use a wholly owned captive retain-
ing all its parent company risk,
sinze the IRS has the strength of
Carnation behind it.

But there are many open ques-
tions, he noted, since case law so

far considers only extreme cases
where there was minimal transfer

of risk.

Areas to be decided, he sug-
gested, include the tax treatment of
companies using eaptives that un-
derwrite unrelated risks and the
treatment of retrispectively rated
insurance plans.

The current climate leaves
"room for creative thinking, but no

guidance,"” he added.

Ne v York Life Insurane Company, 51 Madison Ave., New York, N.Y. 10010. In Canada: 1240-444 St. Mary Avenue, Winnipeg, Manitoba R30T1. Life, Group and Health Insurance, Annuities, Pension Plans.
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Several companies fight tax rulings on captives

Carnation is not the final word on the tax im-
plications of dealing with a captive insurer.

More court cases agre pending that could further
guide the IRS and corporations on the tax treat-
ment of premiums paid to captive insurance com-
panies and related tax issues.

In all the cases, the corporations are fighting
IRS challenges of their insurance programs as
self-insurance plans which don't qualify as insur-
ance for tax purpos es-

The pending eases include:

* Ocean Drilling & Exploration Co. vs U.S. (Ct.
Cl. No. 152-77, file-i March 18, 1977). Mentor In-
surance Ltd., a captive insurer, participated in
1969 on insurance for drilling barges, receiving
$302,000 in premium and earning $80,190 in inter-
est income. Issues include whether the portion of
the insurance premium paid Mentor is tax deduct-
ible, whether ODECO is taxable on the interest
income, if the premium income constitutes Sub-
part F income.

* Mobil Oil Corp. vs. U.S. (Ct. Cl. No. 358-78,

filed Aug. 2, 1978). Premiums were paid from 1961
through 1969 by members of the group to what the
IRS contends constituted a self-insurance reserve
fund. Deduction for premiums is at issue and, if
the premium deduction is denied, whether a de-
duction or offsetting adjustment is due for the
losses sustained and the value of sfrvices per-
formed by the recipients of the premiums, and if
the plaintiff is entitled to a refund of the excise
tax paid

= Ashland Oil Inc. vs. Commissioner (T.C. No.
2210-80, filed Feb. 15, 1980; T.C. No. 12117-79, filed
Aug. 17, 1979; T.C. No. 10122-78, filed Sept. 1,
1978). Involves years 1972 through 1975, including
participation in the oil industry captive Oil Insur-
ance Ltd. Issues are if premiums paid to a wholly
owned captive are deductible and if a portion of
the premiums paid to OIL is a contribution of cap-
ital or deductible expense.

* Castle & Cooke Inc..vs. U.S. (Ct. CL No. 78-80-
T, filed Feb. 21, 1980). Issue is whether a tax de-
duction i5 due for premiums paid to a captive for
the tax years 1971 through 1973.

"We have this funny idea

thatdaims service ought to be
asgood asthebenefitsplan itse«

... and NewYork Life agrees!”

—«<4 @@

Harold Elleen

oeylt.voeuienpresident and Treasurer-

What good is a good benefits program
if the claims service doesn't deliver?
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Efficiently

' computertzed Clefts Serce tats & noderin the

inaustry. A claims service that's not only fast,
accurate, and efficient, but one that provides
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Before you choose any group insurance pro-
gram, talk to a New York Life Group Specialist. Or
call Paul Alpert, Assistant Vice President at
212-576-5391.
We'll work up a benefits plan for

you-with a daims service as good
as the benefits.
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U.K. is more sympathetic toward captives

HAMILTON, Bermuda-U.K.

corporations with captives get a
more sympathetic hearing from
the Inland Revenue in England
than U.S. corporations get from the
IRS.

"We understand captives fulfill
an economic need," observed lan
N. Hunter of the Inland Revenue
Technical Division.

Understanding the economic
need for captives, however, doesn't
suggest the U.K. or U.S. will ap-

- prove of corporations with captives
trying to take advantage of a re-
cent tax treaty between the two
countries to avoid paying the U.S.
excise tax due on insurance premi-
ums paid to most foreign insurers.

Since the new treaty exempts
premiums paid to U.K. insurers
from the excise tax, some experts
have suggested U.S. companies use

a British company to front for a
captive. The movement of pre-
mium from the U.S. to the U.K. to
Bermuda wouldn't be subject to the
U.S. excise tax of 4% on direct pre-
miums and 1% on reinsurance pre-
miums due if the premiums went
straight to Bermuda.

"If the treaty is exploited for ar-
tificial purposes, the U.S. would re-
view it," Mr. Hunter suggested.

Stressing that his remarks be-
fore the Risk Planning Group con-
ference were his own opinion, Mr.
Hunter explained that U.K. com-
panies are allowed tax deductions
for' premiums paid for insurance
when the Inland Revenue is satis-
fied the payments are "for the pur-
poses of the payer's trade and not
for that of the recipients, and that
the payment was made at arm'’s

length,” he said.

The Inland Revenue considers
each case involving a captive se-
parately, asking the following
questions:

« Was the premium pa d reason-
able?

+ Did the captive pc ssess re-
sources adequate to meet the risks
insured?

- Did the captive possess suffi-
cient skill to charge an arm's
length premium?

* Did the captive reinsure any of
the risk so as to increase the secu-
rity of the insured?

If the answer to any of the ques-
tions is no, it is possible the pre-
mium deduction won't be allowed,
he said.

The U.K. also is concerned about
the growing use of tax haven dom-
iciles by British-controlled com-

Sayre 82'lbso, Inc.

Special Risk

Underwriters
For Over
75 Years.

panies to avoic taxes.

A proposed revision of its tax
law could affect some captive oper-
ations.

The new law would tax profits of
companies under U.K. control
operating in tax havens for the
purpose of avoiding taxes, Mr.
Huftter noted.

"The aim is :0 impose a charge to
U.K. tax on unremitted overseas

income and capital gains where ar-
rangements were made or transac-
tions entered into with the object
of avoiding tax," an Inland Reve-
nue document explains.

But profits derived by overseas
companies from genuine trading
activities or for bona fide commer-
cial reasons, even if earned in a tax
haven, should be excluded from
the charge, the document suggests.

Full of sound and fury,
...signifying nothing

The British at least have a sense of humor about tax issues.

It's not a captive case, but the Court of Appeal comments may be
applicable to some insurance programs devised to beat IRS objec-
tions:

"The facts as set out in the case demonstrate yet another circular
game in which the taxpayer and a few hired performers act out a
play; nothing happens save that the Houdini taxpayer appears to
escape from the manacles of tax. The game is recognisable by four
rules. First. the play is devised and scripted prior to performance.
Secondly, real money and real documents are circulated and ex-
changed. Thirdly, the money is returned by the end of the perfor-
mance. Fourthly, the financial position of the actors is the same at
the end as it was irt the beginning save that the taxpayer in the
cBurse of the performance pays the hired actors for their services.
The object of the performance is to create the illusion that some-
thing has happened, that Hamlet has been killed and that Bottom
did don an ass's head, so that tax advantages can be claimed as if
something had happened. The audience is informed that the actors
reserve the right to walk out in the middle of the performance but
in fact they are the creatures of the consultant who has sold and the
taxpayer who has bought the play; the actors are never in a position
to make a profit and there is no chance that they will go on strike.
The critics are mistakenly informed that the play is based on a
classic masterpiece called "The Duke of Westminster," but in that
piece the old retainer entered the theatre with his salary and left
with a gendine entitlement to his salary and to an additional annu-
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PAY PR NLIUMS
TOYOURSELF?

It's not for everyone; but, if your company is large
enough and has sufficient premium volume in one line
of insurance coverage, it just may be worth your while
to let Crump set up a foreign-based, captive insurance

company all your own.

Through its affiliate. E.H. Crump (Bermuda) Ltd.. in
Hamilton, Bermuda, Crump can provide: details of
incorporation; payment of claims; claims investigation;
risk management services; reinsurance protection; and.
management of your daily captive insurance company
operations. And, through its home office in Memphis.
similar services are available for those wishing to consider

a Tennessee domicile.

If applicable to your corporate needs. a Crump-
managed captive insurance operation could: lower your
insurance premiums; reduce the number of claims:
pool the coverages of separate corporate entities;
avoid domestic rate increases; eliminate insurance
waste; obtain wider coverages; create corporate
funding; and, provide the option of simply not insuring

minor loss coverages.

For more information about Captive insurance

Services, contact:

EMC

Yo=zE . H.CRump
5=:ti COMPANIES, INC.

5350 Poplar « Memphis,Tennessee 38117 « 901/761-1550
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Valero charges Tobias with new post

VALERO ENERGY CORP. in
San Antonio, Texas, has named
Rick Tobias insurance accounting
analyst and Frank
Aaron claims analyst. Mr. Tobias,
who was insurance analyst before
being promoted to this newly

created post, is working toward a
master's of business administration

research

at the University of Texas at San
Antonio. Mr. Aaron, who was re-
gional claims supervisor at United
Services Auto Assn. before accept-
ing this new position, is working
toward a CPCU designation. Both
men report to Gary W. Spangler,
manager of business risk insur-

ance.

John Viassick has been named

risk manager for the city of Fond
du Lac, Wis., a position that has
been vacant for months. Mr. Vias-
sick, who reports to director of ad-
ministration Eugene Meier, re-

cently graduated from University
of Wisconsin at Madison with a

bachelor of business administration

degree in accounting and risk man-
agement. He interned at the uni-
versity's risk management depart-
ment.

NCNB Corp. in Charlotte, N.C.,
has promoted Thomas N. Black
from assistant vp to vp in the cor-
porate finance division. Mr. Black,
who will continue to be responsible
for risk and insurance manage-
ment, will report to senior finan-
cial officer Bruce Beery. Before be-
coming risk insurance manager
and director of investor relations
in 1979, he was assistant controller
and director of profit-planning at
the corporation. Mr. Black, 50, is a
graduate of the Bank Administra-
tion Institute at the University of
Wisconsin and has a graduate cer-
tificate from the American Insti-
tute of Banking. He is a past mem-
ber of the national board of direc-

tors of RIMS and has held several

offices in the Carolinas chapter.
George Sterling, manager of
corp6rate insurance at Burroughs
Corp. in Detroit, retired April 1.
Paul Quigley, formerly manager
of group insurance, has been pro-
moted to fill the vacancy. Mr. Ster-
ling, who joined Burrough's insur-
ance department in 1952, is a for-
mer president of the Detroit
chapter of RIMS and served on the

national long-range planning com-
mittee.

Donald J. Sullivan, 28, has
ioined Harris Corp. in Melbourne,
Fla., as supervisor of corporate risk
management. Mr. Sullivan, who
We'd like to report on staff changes
in your risk management or em-
ployee benefits department. Just
drop a note to Mary Ann Matlock,
Business Insurance, 708 Third Ave.,

986-5050.

Tender offers

kit available

NAS Insurance Services has de-

veloped a broker kit for tender
offer defense expense insurance.

This free kit contains a new bro-
chure explaining the changes in its
tender offer coverage. These in-
clude deductibles from $50,000 to
$5 million, limits from $250,000 to
$5 million.

The brochure shows how tender
offer defense expense insurance
can work for a small corporation, a
medium-sized corporation with
multiple tender offers and a large
corpofation that self-insures part
of its tender offer defense expense

exposure. For a brochure, contact
NAS

Insurance Services, Box

54381, Los Angeles, Calif. 90054;
=2=aaaSs-—asl - sSsuoss.

comings & goings: buyers

was casualty insurance manager at

American Cyanamid Co. in
Wayne, N.J., will report to F.X.
McCahill Ill. Mr. Sullivan has a

law degree from St. John's Univer-
sity School of Law.

Bankers Life and Casualty Co. in
C hicago has named William H.
Hrabak, 53, to the newly created
position of director of compensa-
tion and benefits. Mr. Hrabak pre-

viously was director of human re-
sources for Santa Fe Industries and

has worked in the human re-
sources and compensation area for
25 years. He has a bachelor of sci-
ence degree in business adminis-
tration and psychology from Ohio

State University and belongs to the
American Management Assn. and

the American Compensation
Council.

Caesar's World Inc. in Los An-
geles has named Susan Hoffner to
the newly created position of em-
ployee benefits manager. Ms.
Hoffner, who reports to vp of ad-
ministration Carl Propes, pre-
viously handled benefits for City
Investing Co. before its operation
moved to New York from Beverly
Hills. She has a bachelor's degree

from the University of California
at Santa Barbara.

MeGraw-Hill Inc. in New York

has named Bernard C. Koval
director of employee benefits to re-
place Alan Macdonald, who left
the company. Mr. Koval, who re-
ports to senior vp of personnel re-
lations Joseph P. Famularo, pre-
viously was director of personnel

at Betz Laboratories in Trevose,
Pa, and before that was employed
as manager of employee benefits
at ICI Americas Inc. in Wil-
mington, Del. He received a bache-
lor's degree from Penn State
U nmiversity_ -

.business
insurance

INSURANCE SERVICES GUIDE:

when they're ready to buy.

see page 114

WELCOME'Ib OURCLAIMS

DEIKRYMENT

' can depend on Associated Aviation Underwriters. /I/

For those who

wereexpecting a
posh office and a long, long wait-surprise.

Associated Aviation Underwriters has a much quicker

way to handle your claims. Our adjusters can fly right to you
inour own corporate aircraft. And they have the authority-to
settle your claim on the spot. There are no extra phone calls.
No extra paper work. No delays.
When speed and efficiency are of the utmost importance, you

We're number one in corporate aviation in-
surance because we're number one in service. FIXING FIRSr CLASS

ASSOCIATED AVIATION UNDERWR[TERS 90John Street. New York. New York 10033 « ATLANTA « CHICAGO- DALLAS < DENVER « DETROIT « KANSAS CITY « LOS ANGEL-ES « SAN FRANCISCO- SEATTLE
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Allendale promotes top administrators

Allendale Insuranca has pro-
moted three members of its staff.
John J. Carey, formerly senior
vp-regional operations. has been
elected execu-
tive vice presi-
dent. Donald H.

Adams, for-
merly group vp-
administration, —— -

has been named # « '1
senlor yp and - s> 1

been promoted 4
to vice president
and treasurer.

Elizabeth
Foley promoted to claims manager
of the San Jose division of EBI
cos.

John F. Wheaton elected presi-
dent and chief executive officer of

Carey

comings & goings: industry

Equitable General Insurance Ci. ir.
Fort W Drth, Texas.

Frank J. Hoenemeyer eleztec
vice chairman of The Prudentia.
Insurarce Co. of Amel'iia, Newark

North American Life and Ca-
sualty Co. has announced severa
appoir.:mer.ts and promotions: J.
Ward Hamlin elec:ed second vp-
director of underwriting; Thomas
J. Lynch appoin:ed assistant vp-
director cf mass marketing sales
and ur.derwriting James P. Kelso
promoted to manager of association
group, and Ralph W. Temple
named marketin g manager-asso-
ciation group.

John J. Dwyer named vp, bonc

Excess Workers'
Compensation

4/80

department, casualty and surety
division, Aetna Life & Casualty.
Dale S. Bergland named secre-
tary at Reliance Special Risk Inc.
in Philadelphia. Joseph F. Peloso
elected assistant vp at Reliance
Risk Management Inc. William R.
Warfell |l elected assistant secre-
tary at Reliance Insurance Co.
Patrick L. Caranfa appointed

vp and manager of Northwestern
National Insur-

ance Co.'s com-
mercial casualty
department.
Joseph Hen-
drick promoted
to regional
group manager

in charge of the
Prudential In-
surance Co.'s
Milwaukee

R Caranfa
group insurance

office. He re-

places Robert D. lannucci, direc-
tor of group insurance marketing,
who transferred to the Cleveland
group office.

Kenneth M. McRoy promoted
to loss control supervisor in the
Moorestown, N.J., branch office of
the Harleysville Insurance Cos.

William L. Tindall named re-
gional group vp in the Boston
group office of Massachusetts Mu-
tual Life Insurance Co.

Geraldine May was named
manager of the Chicago/Kraft
group claims of-
fice of John

Hancock Mutual

Life Insurance f

Myron VWW.
Grubryn, assis-

ant. xR, of -

National Insur-

N—F

ance Co., named
vp-claims for
the multiple line
property and
casualty company.

Richard W. Schmidt advanced
to director, group market develop-
ment in the group sales department
of Phoenix Mutual Life Insurance
Co., Hartford.

Robert M. Gleason named the
Kemper Group's mid-Atlantic
president succeeding James Wil-
son Jr., who retired from the post.

May

Excess/surplus

Nicholas C. Mesogianes and
Charles L. Schumacher appointed
assistant vps of RFC Interme-
diaries Inc. in Los Angeles.

Robert M. Daniels elected vp of
J.H. Blades & Co. Inc. in Houston.

Lowell Anderson joined Hous-
ton-based American Aviation Un-
derwriters, a department of Cra-

vens, Dargan & Co. Special Risks,
as an underwriter.

Other suppliers

Robert L. Wilkinson, has been
named a senior consultant with the
risk management consulting firm
of Warren, MeVeigh & Griffin in
Newport Beach, Calif. Mr. Wilkin-
son formerly was risk manager at
Avery International Corp.

Booke & Co. has promoted four
people to assistant vp: Gary L.
Wilhelm, pension project manager
in Winston-Salem; Susan W. Bai-
ley, insurance consultant; Con-
stance L. Tricebock, risk manage-
ment consultant, and Carl W.
Malmberg, safety engineering
consultant in Charlotte, N.C.

Reinsurers

General Reinsurance Corp. has

appointed five assistant secretaries:
Paul O. Christensen and Allison
J. Murray (Toronto office), Ri-
:hard E. Eckis (Dallas office),
Claudia J. Hansen (St. Paul of-
fice) and Glenn R. Partridge,
Philadelphia office).

New York-based North Star has
promoted Joseph F. O'Day to as-
sistant vp and Robert J. Gerlich

to assistant treasurer.

Agents/brokers
Patrick T. Meagher joined

NOVA Reinsurance Brokers Inc. in
Chicago to handle facultative rein-
surance for ceding companies with
whom NOVA is associated.

Gale W. Tenney and Marilyn
Micare joined the employee bene-
fit division of the Robert F. Driver
Co. in San Diego, Calif. The two
are life and health underwriters
who will head a
new employee-
benefits commu-
nication service.

WVilliam M.

Egg promoted to

vp marketing of

Corroon & Black

of Memphis, Inc. - -
Edward E.

Mack Il has

been elected

president of -

Mack & Parker Egg

A

Inc., where he has been executive
vp and chief operating officer sinc 3
1978.Edward E. Mack Jr., former
president, will continue as chair-
man and chief executive officer.
Jack R. Perez named vp and

Eastern regional coordinator of
Reed Stenhouse International. He

will be based at Reed's New York
branch office at Walll Street Plaza,
where he will be responsible for
developing and marketing interna-
tional business in the Eastern re-
gion of the U.S.

Robert L. Hannon Jr. elected
chairman and chief executive offi-
cer of Johnson & Higgins of Michi-
gan. David W. Bianchi was
named president and chief operat-
ing officer. Mr. Hannon continues
to be a director of the parent com-
pany in New York.

Timothy Bonnell named vp-
advertising and promotions coordi-
nator of Don Flower Associates
Inc., a subsidiary of Rollins Bur-
dick Hunter in Wichita, Kan. Gary
Johnson named vp-credit man-
ager; Rod Turner, vp-office ad-
ministrator; Lee Kiefer, vp-prod-
uction coordinator; Helen Beard,
treasurer/accounting department
manager, and Polly Bronston,
secretary.

Douglas M. Michel joined Bayly,
Martin & Fay in Los Angeles as ser:-
ior vp/employee benefits. Gary T.

Peterson joined the entertainment
division as an account executive. .

VWHOLE NEWwW
DIN<[ENSION IN
REINSURANCE

nternational Reinsurance Services has

more to offer than other reinsurance in-
termediaries. We have greater depth and
dimension through our affiliation with a
domestic reinsurance company and one
of the country's largest excess/surplus
lines wholesale brokerage firms. We are
in constant communication with domestic
and global markets for facultative and
treaty. The long-standing relationships we
have developed with these markets have
provided us with an insight and precise
understanding of their underwriting re-
quirements. Our service capabilities are
exemplified by speed, excellent security
and capacity. Our knowledgeable staff is
ready and eager to assist you in handling
a wide variety of coverages, including
hard-to-place risks. Our expertise lies in
such areas as malpractice, captive and
program business. To find out more about
us, contact Arlan Shorey, vice president,
or Bill Yurek, second vice president.

INnternational

Iteins,irance Nervices® hiv.

Treaty & Facultative Reinsurance Intermediaries

200 West Monroe Street - Chicago 60606
312/782-9547 - Telex 206-089



Big buyers escape Aetna rate increase

Continued from page 1
years, losing part of its market
share in the process, he said.

"The most likely companies to
follow Aetna’'s lead are those with

poor fourth-quarter results,” ob-
served one insurer executive.

But even Continental, a big 1980
loser with a 33% drop in operating
income and a $187 million under-
writing loss compared with a $36
million loss in 1979, isn't ready to
do more than continue to raise base
prices, said John Bretherick, exec-
utive vp at Continental Insurance
CoO.

"Hopefully, it will be a positive
:tep in the marketplace-we'11 just
have to wait and see how it will
translate into action," said James J.
Meenaghan, executive vp of Fire-
man’'s Fund Insurance Cos.

"We see no need to make dra-

matic price increases now," he
added. "We as a company have
been very consistent in pricing
over the past two or three years,
trying to plow a steady course."
Fireman's Fund's results con-
firm Mr. Meenaghan's assertions.
The company has grown only
about 31/z% a year compared with
the industry average of 7%. But its
1980 expense and loss ratio im-
proved and its operating income

"l applaud the statement Mr.
Bailey made, and | think it will be
meaningful if followed by many of
the major multiple line carriers,"”
said E.R. DeRose, president and

chief executive officer of Mission

[Nnsurance Group in Los Angeles.

"There will have to be more
bloody noses before underwriting
losses become a factor that will
iubstantially change management
thinking," he added. First-quarter
results could deliver the punch, he
speculated.

Mission, however, as a major
California workers compensation
insurer, doesn't face the same
pressures as commercial multi-
peril companies, he said. With its
moderate book of casualty and ex-
cess/surplus lines business, Mission
reported a combined operating
ratio of 98.9% for 1980-an under-
writing profit.

Although some industry observ-
ers say that Aetna's decision might
be the first sign of a real turn in
the market, they add that it would
be wrong to expect the dramatic
turnaround of the mid-1970s.

Lorne Palmason, senior vp for
Marsh & MelLennan, said Aetna's
decision might turn out to be "the
tip of the iceberg" of a turnaround
in the market, but "even when the
market does turn, | don't think the
increase in prices will be as dra-
matic as they were in the past. We
still will have all this capacity.

"Insurers will not repeat the
mistakes they made before when
they over-reacted, especially in
such lines as product liability and
medical malpractice," said Mr. Pal-

Insurance industry analysts don't
expect to see much change in the
marketplace, either.

For almost a year, analysts and
industry officials have predicted
that mounting underwriting losses
will force insurers to start raising
prices. Some have said all it might
take is a major catastrophe or a few
major insurers taking the initiative
for the market to start turning.

But insurance company officials
scoff at suggestions that they have
been waiting for a competitor to
make the first pricing move.

Herrick Drake, president of
Aetna Insurance Co., the Connecti-
cut General subsidiary, denies that
a pricing decision by another in-
surer is going to have a dramatic
impact on his company.

"l don't think we will go back
and -look at our plan for 1981 just

because of what Aetna Life & Ca-
sualty does. It really doesn't impact
us," Mr. Drake said.

Continental "applauded" Aetna's
move, but Mr. Bretherick said it
won't affect Continental.

"l don't think insurers follow in
a pack at all, he said."

Although Aetna has made a
point of publicizing its decision to
seek price increases, Mr. Patrell

denied that the insurer is casting
itself as a leader in the movement

to turn around the market.

"We are not trying to be a
leader. We just looked at our re-
suits and made a decision based on
what we expect will be an unsatis-
factory first quarter,” Mr. Patrell
said. "l don't think an action like
this by a single company will turn
things around, but if other people
see the same results we are, | dare

say they will start doing things dif-
ferently, too."

Some observers suggest that in-
stead of following Aetna's lead in
raising prices, competitors will in-
stead scramble for the company's
business, a likelihood acknow-
ledged by Aetna officials.

"We must face up to our pricing
responsibilities, even if this must
mean some temporary shrinkage
in our business," Aetna president
Mr. Bailey said.

Mr. Patrell said the company
was prepared to lose some business,
but had no projections on the loss.

Some speculate Aetna eventually
will step back from its hard-line
posture on pricing.

"I'm sure Aetna will carry this
decision through, but | am also sure
that they are not going to risk los-

ing some of those larger accounts
that would be difficult to regain,”
Mr. Palmason said.

Oppenheimer analyst Myron Pi-
coult wonders why other insurers
aren't announcing rate hikes.

"What makes everyone so sure
that the underwriting debacle that
hit Aetna is not going to hit every-
one else?” Mr. Picoult asked. Sa-
feeo posted large losses at the end
of 1980, Aetna at the beginning of
1981 and "it will be somebody else
in the second quarter,” he said.

"It was a very bullish move," Mr.
Picoult said of Aetna. "Somebody
has to take the lead and say market
share is secondary to underwriting
posture.”

Bache analyst Herbert Good-
friend called Aetna’'s decision a
"noble effort," but he expects it
will take more than that effort for

prices to really start climbing.

"You are going to have to have
more companies experiencing red
ink and maybe some shock effect
from corporate events such as an
insolvency, belly-up or catastrophe
that will impact the domestic in-
surance market.”

M&M's Mr. Palmason said a
more likely spur to a market turn-
about would be a change in the
money markets affecting the in-
vestment income.

"We will know more in May
when the first-quarter results are
out. If companies continue to show
a deterioration of rates and under-
writing results come out consis-
tently bad, then a continuation of
inflation and a drop in the money
markets would almost certainly
mean things would break." .
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Condo collapse kills agent's son

Continued from page 2
wide officials say.

"We've sent in special claims teams to handle the situation down
there," a Nationwide spokesman said. "There are still a lot of un-
answered questions and we are not certain about the extent of in-
juries."

Death benefits under Florida's workers compensation law for
surviving spouses and children are 66%% of the employee's average
weekly wage to a maximum of $228 per week. The maximum burial
allowance is $1,000.

The state's wage-loss law provides benefits for permanent partial
disabilities when a worker can't earn at least 85% of his former
wage. The benefit is 95% of the difference between pre-injury and
post-injury wages.

The Occupational Safety & Health Administration is not com-
menting on the accident until it concludes its investigation. OSHA
sealed off the building site and is analyzing concrete samples and
reviewing Univel's records for clues to the cause of the collapse.

"It looked like a war zone when | got there," said Jim Atkins,
Brevard County civil defense director. "They were pouring con-
erete on the fifth floor when it happened. The story | got was there
was some sort of vibration while they were pouring and all five
floors came down, one after the other, looking like a stack of pan-
cakes. Most of the people on the top floors survived, but those on the
other floors were all killed.”

In all, around 2,000 men were on the accident scene the first night
to help in the search for survivors among the wreckage, Mr. Atkins
said. "The Kennedy Space Center came in with 140-ton cranes.
Some of the biggest cranes in the country were there to ilelp move
concrete slabs.”

The search for missing workers began shortly after the accident
happened at 3 p.m. on March 27 and continued through 2 a.m.
March 30, Cocoa Fire Chief Robert Walker said.

Univel Inc. is a private company of "substantial size," said a Uni-
vel spokesman. "It has been building in the Cocoa Beach area for
8-10 years:

Construction on the collapsed building, part of a project to contain
118 residential units, began last December.

There is no way to tell now if any victims of the accident or their
families are planning litigation against Univel, a company spokes-
man said. "l can say there were lawyers flying up from Miami
trying to contact the families to see if they could hustle business."

Most of the men who *lied were local residents, but one came
from Tennessee. Many had worked for Univel on previous projects.

A source who met with Mr. Con Nowakowski shortly after the
accident said, "They havd been taking this with a lot of strength,”
he said."The terrible irony of the situation is obvious."

Knowledge.
If Uou're managing

risks,

Uou need all
Uou can get.

Complete, current, objective knowledge of the value of your
assets is essential to business decisions which most favorably
balance risks and rewards. Knowledge of values to establish:
insurance coverages that are collectable, condemnation
payments, equitable exchange of stock, tax basis, control
of inventory and purchasing...and other financial
parameters.

In-depth knowledge of values. It's from Industrial, and it's
only one way we're...

Bringing Uour risks
into focus

Industrial Appraisal Company
222 Boulevard of the Allies
Pittsburgh, PA 15222 (412) 471 -2566

(*fices in principal cities

Shooting for self-funding

Continued from page 3

Hughes Tool, Lone Star Brewing
and Tenneco, have banded to-
gether to lobby in support of the
self-insurance bill.

Texas law now requires employ-
ers to purchase workers compensa-
tion insurance.

"We're supporting the bill," says
Bill Walker, workers compensation
manager for Dresser Industries in
Dallas. "Self-insurance is a more
viable way to handle insurance
problems. It would give us more
control over fiscal affairs and,
hopefully, save us money."

Dresser now pays an annual pre-
mium of about $2.5 million to Con-
tinental Insurance Co. for a work-
ers compensation policy covering
its estimated 10,000 Texas employ-
ees. It is self-insured in 17 other
states where it has a substantial
number of employees, Mr. Walker
says.

A similar bill was introduced in
the Texas Legislature in 1979 but
failed to reach the floor, he says.

Hughes Tool in Houston helped
organize the coalition of companies
favoring the bill, says Allen Mans-
field, risk and insurance manager.
The coalition, made up of around
50 companies who would be eligi-
ble to self-insure if the bill passes,
hired a lobbyist.

"We are cautiously optimistic,"”
Mr. Mansfield says. "Insurance
companies are fighting it tooth and
nail. They service us now and
stand to lose if we're allowed to
self-insure.”

Hughes Tool probably would not
self-insure right away even if the
bill passes, he says. But "it is a vi-
able alternative.”

Mr. Mansfield would not reveal
who insures his company or the
premium.

Lone Star Brewing of San Anto-
nio contributed to the self-insur-
ance coalition, reports controller
Bill Millikin.

"We would consider self-insur-
ing,"” he says. "It would cut out the
middlemen and give companies
rnore control over their cash re-
serves.”

His company's workers compen-
sation risks are insured by Gulf In-
surance Group for a $150,000 pre-
mium. Lone Star Brewing employs
370 and does an estimated $50 mil-
lion in business each year.

Shell Oil favors the bill. "I'm not
saying we would necessarily self-
insure, but we do want that op-
tion," says Cecil Roberts, workers
compensation manager.

"We have not evaluated the fi-
nancial impact it would have," he
explained.

Shell's workers compensation is
insured by Employers Reinsurance
Co. Mr. Roberts would not release
any policy details.

The Houston-based oil company
self-insures workers compensation
in every state that permits it if the
number of employees warrants it,
he says.

Dallas’ Braniff International
Airlines is not presently staffed to
handle self-insurance, says Sandy
McClure, workers compensation
manager. "I'm sure it is something
we'd look into if the bill passes.
Braniff is in a turn-off-the-faucet
stage and we're doing everything
we can to cut costs.”

Braniff's 11,500 employees are
insured for workers compensation
by Ranger Insurance Co. of Hous-
ton for a "sizeable" premium.

Tenneco supports the self-insur-
ance bill because it would provide
an alternative, says Jim Brewster,
senior adjuster in insurance and
loss control for the Houston-based
concern.

"It is too early to tell what effect

the bill will have on us," he says.
"But | don't think we would be

first in line to self-insure. We

would have to see if it is good eco-

nomics.”

The company's estimated 5,000
Texas employees are covered
under a policy with The Travelers
[Nnsurance Co., Mr. Brewster said.
He would not reveal premium.

Under the proposed legislation,
S.B. 415 and H.B. 902, a single em-
ployer could self-insure workers
compensation if it has a nationwide
payroll resulting in a "manual rate
premium" of $500,000 or more.

In addition, a group of com-
panies could self-insure through an
employers' fund if its aggregate
national payroll resulted in a
manual rate premium of $2.5 mil-
lion or more.

The manual rate, set by the
Texas Board of Insurance, is the
amount an employer must pay to-
ward workers compensation for
each employee every week. Rates
range from 24 cents per $100 pay-
roll (on the first $300) for clerical
workers to $27.23 per $100 payroll
for wrecking crew members.

Each vocation has its own
manual rate, based on loss experi-
ence. The combination of manual
rates paid by a company for all em-
ployees in one year equals the
manual rate premium.

After meeting the premium re-
guirement, an employer would
have to show it could meet finan-
cial obligations, purchase up to $30
million excess insurance, post a
cash security equal to 75% of its
manual rate premium to secure
payment and employ a contractor
or staff members to adjust claims.

William Huff, president of the
Texas Employers Insurance Assn.
in Houston, is against the bill, par-
ticularly the section that would
allow pooling.

"It's a lousy bill," he says. "l feel
if employers want to group to-
gether and insure risks, they
should form an insurance company
and be subject to the same burdens.

One hundred percent of our assets
are at stake when we insure a risk.

I feel theirs should be too.”

Mr. Huff says the bill would
allow self-insurance by companies
that should not self-insure. He said
there is no receivership provision
if a company does not make pay-
ments.

If companies account for costs,
they will find self-insurance more

©ar

expensive than an insurance pol-
icy, he says. "Workers compensa-
tion, like product liability, takes a
long time to develop claims. Very
rarely will an injury of any sever-
ity be settled within the year .t
occurs. The ultimate payoff may be
substantial even 20 to 30 years
down the road.”

An employer with bad experi-
ence might demonstrate savings
under self-insurance if fewer losses
were incurred the following year,
he says. However, increased expo-
sure might outweigh any savings.

"l don't think it is a well drafted
bill," Mr. Huff says. "l believe the
insurance industry, as a whole, is
opposed to it."

William E. Dandy, vp of Amen-
can Fire & Casualty Co.'s casualty
department, shrugged off the bill.

"Some people say they can do a
better job by self-insuring workers
compensation,” he says. "l think
not, but would certainly welcome
fair competition in the area."

Although workers compensation
amounts to 22% of his company's
total business, he does not consider
thhe bBEill a threat. -

Why Texas

workers'

comp coverage
should be

written in Texas.

Only a large Texas carrier-such
as lexas Employers'-with
prompt local service can keep
your workers' compensation
coverage costs as low as
possible. In 1980 alone, local
service helped to provide Texas
Employers' policyholders over
$827 million in dividends,
premium discounts, and
retrospective savings.

That's why many national
companies such as yours have
their Texas workers' compen-
sation coverage written

in Texas. By us. Get the complete
story by calling our National
Accounts Division at
214/653-8100.

Texas En.PL-ove=Er

ASSOCIaTion

ingumance

Dallas, Tms 75221

Employers Insurance of Teus:

Texas Employers' Insurance Assn.
Employers National insurance Co.
Employers Casualty Co.

Employers National Life Insurance Co.

Casualty Facultatiue/

Allen

Administrative Headquarters

Teinsurance Suh1200, State Bonk Center

Agency, Sic.

Property

Facultative

Couerages

Freeport, Ill. 61032
815/2354047-Telex 257-476
Cable DAR/ALLEN/FRPT

Dar

E
Suite 1160,101 N. Wacker Drive AI I e I I

Chicago, Ill. 60606

312/853-3501- Telex 25-3232 5 ? e | N S u ra N Ce

Coble DAR/ALLEN/CGO

Agency of Chicago, fti.
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Exchange bounds into its second year

Continued from page 3
agement Co., which manages two
exchange syndicates.

Unlike Lloyd's "names," who are
silent partners turning their affairs
over to professional underwriters,
the New York Insurance Exchange
members have access to the market
and can bring business to the ex-
change, says Donald Kramer, in-
vestment banker who developed
the exchange concept and partici-
pates in a syndicate management
company.

The ownership of so many syn-
dicates by insurance companies is
criticized by some, however, as
merely providing the same capac-
ity and underwriting philosophy in
a new location. "The syndicates
underwrite like their parent com-
panies," complained one broker.

Exchange underwriters deny
being of one mind.

"If | don't write a risk, within a
75-yard circumference the broker
probably will find someone who
will," says Robert Pingeon, under-
writing deputy with Chubb Syndi-
cate.

Although the exchange mostly
has written conventional property
and casualty coverages, it has ac-
:epted some more exotic place-
ments, such as strike insurance for
a professional sports league, can-
cellation insurance for the upcom-
ing royal wedding and certain ret-
roactive insurance coverages, notes
Mr. Pingeon.

He wouldn't say whether the ret-
roactive coverages involve the
MGM Grand Hotel fire, but other
underwriters on the exchange said
they were offered retroactive cov-
erage for MGM Grand and GK
Technologies, an electrical contrac-
tor for the hotel.

Mr. Groden convinced most syn-
dicates on the exchange to provide
more than 1 million pounds ster-
ling capacity for one of three Brit-
ish brokers offering wedding can-
cellation insurance, he says. It took
less than 72 hours.

Another broker says he has
placed high layers for jumbo prop-
erty risks and reinsurance of
claims-prone layers of casualty
programs.

Brokers are drawn to the ex-
change by the reputation and ca-
libre of its underwriters.

"If an underwriter has a follow-
ing in the market that's different
from mine, he has brought brokers
in whom | can't,"” explains AIG

Syndicate Managers senior vp
Martin P. Jackson.

Brokers also have confidence in
the security backing the insurance
exchange and like its location in
the heart of New York's insurance
district, says Peter Black, president
of Willcox, Baringer & Co., rein-
surance intermediaries.

As a broker, Mr. Groden says
he's impressed by the cooperative
among exchange un-
derwriters. "The brokers and syn-
dicate underwriters are becoming a
very nice club. The concern is
making the exchange viable."

"Brokers are getting used to
dealing with the exchange and are
finding it easier than other
methods," says Continental Reed
Stenhouse's Mr. Zagorski. "They
can get an offer and acceptance the

same day instead of waiting for te-
texes.”

spirit

But at first, brokers were hesi-
tant to the use the exchange, like a
new father uncertain about hold-
ing a baby.

Broker members did not have
anyone on their staffs who knew
how to use an insurance exchange.
'There's a big difference between
being a guest on the floor of
Lloyd's and actually going through
the process of placing a risk,"” Mr.
Reutershan said. "We needed peo-
ple who knew how to place busi-

ness."

Fortunately for the exchange,
"Americans have learned quickly,"
he added.

A system of lead underwriters is
beginning to emerge on the ex-
change.

"The United States has never
been a following market like Lon-
don, where certain insurers will
not sign on a placing slip unless the

names of certain other un-—

derwriters appear,"” says Richard
Cole, president of Sten-Re Cole As-
sociates. "Syndicates don't follow
blindly, but underwriters have re-
spect for certain of their peers."

"Brokers know whom they pre-
fer to deal with, but a common
knowledge doesn't exist,"” says
Continental Reed Stenhouse prop-
erty underwriting manager Peter
Larsen.

The exchange also had a few
growing pains, learning to maneu-
ver. In the early days, few syndi-
cates were fully operational and it
took several months for them to
arrange their own reinsurance
support needed to expand their ca-
pacity, Mr. Reutershan said.

The cost of care and feeding the
exchange is going down, too. As
business expands, the exchange
runs more economically.

"When we had $1.5 million an-
nualized premium in April 1980,
our expense ratios were horren-
dous,” Mr. Reutershan admitted.
"Against $58.5 million, the expense
ratio is much different and it is
quickly coming in line with other
insurers.”

Exchange expenses last year

were less than expected so mem-
bers were returned 31% of their

1980 assessments.

Exchange
shown flexibility in developing

management has

procedures and vision to recognize
what does not work.

VWhen brokers and underwriters

complained that premium assess-
ments kept business away, the ex-
change switched to a flat fee for
members to cover expenses.

The young market believes it
will be ready to carry the load of
risks that will be too heavy for
older insurers facing cash-flow
problems as losses continue to
mount while investment income
remains stable or drops.

"It's unusual for insurance orga-
nizations to have a negative cash
flow, and they deal with problems
quickly when it happens,” Mr.
Reutershan says.

The exchange will become a
major factor when the established
insurance market changes, predicts
Mr. Cole.

Insurance superintendent Albert
Lewis agrees.

He is also supporting a bill in the
New York Legislature permitting
the exchange to write surplus lines
risks from outside New York.

"Direct business would generate
more activity,"” Mr. Reutershan
says.

It may also require more staff
on syndicates since the present un-
derwriters are reinsurance special-
ists, says Chubb's Mr. Pingeon.

But developing as a surplus lines
market will take time because
other states will have to approve
the market. It could take up to
three years if other states retaliate
against New York for changing its
excess and surplus lines regulations
to require a three-year track rec-
ord from non-admitted insurers
seeking approval, says Mr. Groden.

Mr. Lewis says he can, and has,
waived requirements, but he does
not predict what other states would
do for the exchange.

The exchange would be a good
surplus lines market since it has
agreed to collect premium taxes for
the other states and has a guaranty
fund, headds. -

Favorable rulings from the IRS
could boost the exchange, too.

The IRS will be asked later this
year to permit syndicates to be
organized as partnerhsips instead
of corporations and to allowpart-
nership syndicates to deduct loss
reserves.

Two requests for the rulings
were withdrawn in early March
when negative decisions were

feared (BIl, March 23). The petition-
ers hope the Reagan administra-

tion appointees will be more recep-
tive than Carter administration of-

ficials were.

Favorable tax treatment is cru-
cial to bringing private investors
into the exchange, maintains Mr.
Reutershan. Only two of the 23

syndicates now are comprised of
private investors.

"l can't see a private citizen
going into a risky business (like in-
surance) with adverse tax conse-
quences," Mr. Reutershan says.

"I'm sure Lloyd's of London
would have no investors if there
were negative tax consequences." i

ennett * Benne
Attorneys

NATIONWIDE COLLECTION PROGRAM

FOR

PROPERTY DAMAGED CLAIMS

SUBROGATION CLAIMS

UNPAID PREMIUMS

A TOTAL COST OF $8.75
FOR EACH CLAIM

. ABSOLUTELY NO OTHER COST;

. YOU RECEIVE 100% OF ALL MONIES COLLECTED;

We process:

ANY SIZE CLAIM . ANY VOLUME OF CLAIMS

ANYWHERE IN THE UNITED STATES

NATIONAL OPERATIONS CENTER

116 John Street

New York, New York 10038

Toll Free# 800-526-6960

Telex# 226000 (Etix) Domestic 12041 (Xas Nyk)

Cable Address:

NYSUBRO.New York
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classified advertising

RATES AND CLOSING TIME:

Pubhshed every Monday. Copy in wntten form in Chicago ofAce not later than ads to Barbara Toshef, Business Insurance, Classified Advertising Dept., 740 N.
noon Mondav, 7 davs preceding publication date. Dtsplay classifted: takes card Rush St.,Chicago,IL 60611.Call (312)649-5340 formore information Telez Num-
rateof $49 00 percolumnwithcard discountsonszze and frequency Cash with ber' 254248. No verbal phone copv accepted.
order. Responses to Bustness Insurance btind box ads am forwarded daily. Mail

LOS ANGELES
INSURANCE AGENCY

For Sale

$250.000 comm, 50% comm
Established 1931 Cash only,
owner will remain

Box 432, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

JAZZ!
SAN FRANCISCO

Once Again, For The
Third Consecutive Year,
Your Host
EBONY INTERNATIONAL,
NEW YORK
Invites Attendees & Guests
Of RIMS
In Ballroom #7
At The Hilton
April 5th-9th-5:30 to Midnit

Featuring

The Roy Meriwether Trio!
(212) 765-5523

“PRODUCERIAGENCY 7 AGENCY OWNERSHIP

MANAGER

Ground floor opportunity m St
Louis, MO Substantial profit
sharring incentive Reply in
confidence to
Bolt 434, BUSINESS INSURANCE
740 Rush St Chicago, Ill. 60611

RISK MANAGER

Newly created Risk Manager
position with challenge and

opportunity In General Avia- a

tion One of our National Air
Transportation clients whose
800 members operate airciall
sales, serv,ce and charter bu.i

nesses at airports seeks indi- c
vidual to establlsh safety and o=

risk management department
Submit resume or contact us

Partner wanted m nation's third
largest one man independent
agency VVolume approaching
three million, growth averaging
28% per year for past seven
yvears High quality commer
cial accounts in Northeast Ohio
area Substantial ownership

ualifted Must be
Qa&%@g@tflghly professional.
growth-oriented, experienced
and strong in both sales and
leadership Send Information
to

Box 431, BUSINESS INSURANCE

740 Rush St., Chicago, Ill. 60611 |

00006066666666606666

ASSOCIATION Z
DIRECTOR o

Dinamic - Creative - Promo- 0

at RIMS Convent,on, Booth © tion-minded individual o

#69, or write to
Jay Lavenson
BAYLY, MARTIN & FAY,
1700 Market Street
Philadelphia, PA 19103

INC.

° sought by insurance assoc O
(IIAO). Requires organiza-
o tional,
o Duties include Supervise o
o staff of 5, manage ins. o

communicative skills o

school, coordinate legisla- O

tive affairs Salary based on S
o e>perience-5

yrs minimum -

/o RESUME & Salary History to: o

TX/AK/LA/OK/CO

We don't advertise positions we can't fill.

Let's talk about the ones we do.

First in the Southwest

Risk & Benefit

Recruiters

D Goode

921 SW Washington
Portland, OR 97205.

0000000000000 O0O00000

19 RISK

Donald Delaney

(214) 559-3820

3131 Turtle Creek * Suite 222 - Dallas, Texas 75219

RISK MANAGEMENT SUPERVISOR
SAN DIEGO CITY SCHOOLS

Sa/ary: $28,896 to $36,924

Applications are being accepted for the above managerial post-
tion This position Is responsible for planning and supervising
all ptiases of the risk management program of this large school
district Successful candidate will possess a combination of
training and experience including formal education m Indus
trial. business or safety engineering and substantial, progres-
sively responsible managenal experience m accident preven
tion, risk management, self-insured worker's compensation or
related areas Experience m public/governmental agencies. at-
though not mandatory, Is highly desirable

All interested applicants are encouraged to obtain application
forms from, and submit together with a detailed resume prior
to 500pm. April 24, 1981 to

Personnel Administration
4100 Normal Street, Room 1241
San Diego, CA 92103
Telephone. (714) 293-8541

An Equal Opportunity Employer

Insurance

REGIONAL
DIRECTOR

Equifax Risk Management Systems, a division of Equi-
fax Inc., providing a wide range of claims administra-
tion and loss control services to self-insured companies
nationwide, has an immediate opening in the Chicago
area for a Regional Director.

Successful candidate will have strong property & cas-
ualty insurance and/or risk management background.
Some claim experience helpful. Person must have sales
experience preferably working with self-insured pros-
pects and clients and have management ability to build
and supervise a new territory m the Midwest. College
graduate. Primary responsibility will be sales.

Salary in low $30's plus bonus, travel, and entertain-

ment expenses Interviews will be arranged for quali-
fied candidates.

For confidential consideration, send resume and salary
history to:

John Olive

EQUIFAX RISK MANAGEMENT SYSTEMS

1800 Century Blvd., N,E.
Suite 700

Atlanta, Ga. 30345

An Equal Opportunity Employer M/F

MANAGEMENT
—S O S afet

. IrXstrlal Hygiene

. Employee Benefits
- Pensions

ADVANCE/RENEW
YOUR CAREER

Representing Select
Corporations & Candidates
Nationally

Marty Hodes, ARM
Chuck Hubbard

Call Collect

(212) 599-2662
METRIC

11 E 44th St
New York, NY 10017

REDUCE EXPENSES
Do your employees smoke?
Ever evaluate cost to your
company, Hold your own s.op
smoking clinic Order table
display with one dozen books
on How To Stop Smoking.
Send check for $25 00 plus

$225 handling to:
EASY RELEASE
Box 3024
Richmond, VA 23235

Fora

Concise

Logical
Approach

Risk

Management r,ght

Recruiting

1_CLIC

Associates,
170 Broadway
New York, N Y 10038
(212) 227-8000

Inc

COMMERCIAL
UNDERWRITING
MANAGERS
Highly skilled productions undrs
needed to fill key positions in ek-

panding Managing General Agency,
minimum requirements 5 yrs und

experience, considerable exposure
A

to large accounts at company cr
MGA level, management/supervisory

experlegge dgs reabl e,

S. D, Ohio Salary negotlable/com—
mensurate with qualifications At-
tractive benefit package. Equity
interest potential Opportunity to
share m growth of progressive ccm-
pany with determined future. Send

PIC

alif.

resumeJn complete confidence, or

Paul Sare, 1. Gordon Gaines,
66 S. Miller Rd Akron, Ohio 4431

1216-8369961

RISK MANAGER

Multi-unit health care corporation

seeks a Risk Management Professional
to join our corporate staff in this newly

developed position

The successful candidate will have the
opportunity to plan, develop, and
implement a complete Risk

Management Program which will result
in minimization of Risk losses in 5 acute

care general hospitals

Ideal candidate will bedegreed | neither
Risk Management, Business
Administration, Law, or Hospital

Administration, and will have five years
experience In the area of Insurance
Administration, in Claims Adjustment,
Professional Liability, Medical Liability,
Self Insurance Hospital experience is a

plus

We offer an excellent salary, a full
benefit package and an attractive
career opportunity For consideration
send resume and salary history to

DIRECTOR OF PERSONNEL

Peoples Community Hospital Authority
33101 Annapolls Avenue
Wayne, Ml 48184

IN$moom

Inc,

N O G Y ]

RISK-BENEFITS
MANAGEMENT

Candidate will be expected to
become manager of depart
ment m one year Company is
national with 3000 employees
Midwest corporate headquar-
ters Business degree preferred
plus 2 to 10 years experience
In manufacturing employment
or insurance management of
all facets of benefits and risk
coverages Reply in confidence
with details of education, ex-
perience and salary history to
Box 427, BUSINESS INSURANCE
740 Rush St., Chicago, lll. 60611

NATIONAL
SALES FORCE

National expansion has created
xciting opportunities for the

neople Protected terri

enced. successful, tife. casualty
and benefit people Established
employee benefit program for
auto dealers offers lucrative
supplement to current income
For detailed information con
tact
Sales/Marketing Dept.
V.I.P. AGENCY INC.
P.O. Box 536
Teaneck. NJ 07666

(201) 837-1500

Account Executives - Producers
Commercial Underwriters
Safety Engineers

We specialize In Agency & Brok
erage personnel recruitment and
placement nation,ide Numerous
openings Mist Please write or
call us for fuither Information
about opportunities Your name
would not be released to clients
without your approval All ou,

fees are paid by client compa
nies Contact

SUSAN
—Ad HUDGINS

ENTREPRENEURS WANTED

Former Shaklee pres. an,
nounces new business oppor
tunity with unlimited potential
Send for free details of En

hance marketing plan.
F&M industries

P.O. Box 2151
Menlo Park, CA 94025

AGENCY WANTED

Major brokerage wishes to pur-
chase P&C agency located
M Northeast with premium
volume up to $6 million. Fo-
details please contact

MARIC ASSOCIATES
310 South Street
Morristown, N.J. 07960

(201) 540-0540

.onsulting/Executive Search
Tothelnsurancelndustrv

LJ PAUL L QUNKLI
ASOOCIATLS6 INC

One Chase Road
Scarsdale, New York 10583
{914)725-0773

IS
YOUR AGENCY
FOR SALE?

We are interested in
discussing aP&C
agency purchase in the
$500,000+ range.
We'II handle the prob-

ems; you "keep your

ost- ,1 Q. 1155 Hammond Or jOb Reply in confi-

Suite 5
Atlanta, GA 30328
404-396-7500

Insurance Personnel Resources

ash

dence to—-

Box 433, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

Assure Yourself of

Top Quality Employees:

Let them know of your

openings through

BUSINESS INSURANCE

Classifieds.

4011

AGENCY FINANCIAL
GENERALIST

RISK CONSULTANT
Louisiana nsk consulting firm seeks an

Midwestern broker seeks a financial individual for their expandinp operation
generallst who, preferably, has com Combination -ins,de/outs,de" position re-
pleted MBA requirements Duties willin quinng expertise in both wntten and ver-
clude the preparavon of financ,al state- bat presentations Solid understanding of
ments, presentation of financial data to commercial lines ARM designations de-
corporate officers, Interpreting financial Sirable but out client will consider candi-
programs, and understanding of major dates from brokerage backgrounds Sal-
corporate finances Additional skills and ary range negotiable but In the general
knowledge In computer language destr range of $251(/$35K Contact Jim Gilbert
able Starting salary in the range of in Dallas for details

$50,000+ + Contact Travor Davis In Chi

cago for further details

COLORADO BROKERAGE

REINSURANCE UNDERWRITER
Our newly opening East Coast operation
has been asked by major New York rein-

Our client seeks candidates with heavy surerto assist as they make a 2nd quarter
production records of commercially expansion move In their casualty faculta-
onented accounts ($50K & up) Energy tive dept Ideal candidates will have a
related accounts draw first consider- solid primary company background with

ations Superb vertical growth opportuonllE at |east three years of commercial casu-

ties with a 'wide-open" Salary range D

alty underwriting expenence Heavier ex-

and proven performance Contact Linda perience can be accommodated Starting

Mayer in Denver

salary, DOE, will run m the range of $19k
to $30,000 Contact Walt Sackville in New

Jersey

A RECOGNIZED LEADER IN THE RISK MANAGEMENT
AGENCY/BROKERAGE FIELD '
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Firestone nears settlement in riim suit

Continued from page 1 At least 300 persons have been of insurance,” the Home suit said Corp's Kelsey-Hayes Co unit and maged parts or mismatch of com-

it paid to settle claims covered injured and 100 killed by the ex- The Home suit is a counterclaim Budd Co., a subsidiary of Thysen ponent parts

under the policies. ploding multipiece wheel rim used filed in response to a Firestone suit AG,a West German corporation. “"Many accidents appear to have
Firestone is one of four manu- on all tube-type truck tires, accord- Firestone filed suit to have Home- "Millions of multipiece rims are resulted from a lack of knowledge

facturers being sued by plaintiffs ing to the Insurance Institute for cover settlements Firestone paid in manufactured and distributed each on the part of the employee servic-
charging they were injured when Highway Safety, a research group cases where Kansas City attorney year in every industrialized nation ing the tire as to proper handling
allegedly defective multipiece in Washington, DC, funded by the John C Risjord was involved in the world,” Firestone said techniques and the dangers in-
wheel rims caused tires to explode insurance industry Firestone earlier sought to have More than 70% of all medium to volved *
with enormous force, showering Two-piece rims consist of the plaintiffs' attorney Risjord disqua- heavy trucks are believed to be However, the Department of
the air with pieces of the rim rim base and a side ring Three- lified from any litigation because equipped withmultipieee rims. Transportation in a 1971 internal
Hundreds of multipiece rim piece rims have a rim base, a side of a conflict of interest There has been one mainte- memo has reported that "because
product liability suits have been ring or flange and a locking Ang Mr Risjord represents several nance-related accident for every the wheels are so difficult to put
consolidated before the U S Dis- The ring, or flange, holds the tire plaintiffs who were allegedly in- 106 million rims serviced between together, because such precise
trict Court here under multidistrict onto the wheel Tire explosions can jured by defective Firestone truck 1970-78, according to a report pre- safety practices must be followed,
litigation rules occur if the components become tire rims Mr Risjord also has re- pared for the National Wheel & and because these wheels are being
Firestone, which said it was near misaligned, reducing support for presented The Home Rim Assn by Failure Analysis As- handled by a large population that
a settlement with The Home, the air pressure in the tire Mr Risjord is in an "inherently sociates, a Palo Alto, Calif, testing is unaware of the need for such
denies any of its products are de- improper situation” by repre- company precision, the wheels present a
fective Accidents have been Firestone deliberately withheld senting the insurer and plaintiffs Some 76% of fatal accidents and safety hazard by their very na-
caused by inadequate precautions the information about its product who have brought suit against the 71% of the injuries could have been ture.”
rather than defective design, Fire- so that Home would renew the lia- huge Akron-based tire and rubber avoided if an Occupational Safety The Insurance Institute for
stone says bility insurance policies that it sold manufacturer, Firestone said in & Health Administration regula- Highway Safety says "there is con-
The litigation is mammoth, al- to Firestone between 1967 and court briefs (Bl, June 23, 1980). tion on servicing the rims had been elusive evidence of the hazards in-
though no one is sure how much in 1978, the insurer charges The Supreme Court recently let followed, Failure Analysis re- herent in these (multipiece) de-
damages is being sought "If Home had been properly ad- stand lower court rulings redecting ported signs The possibility of error in
"It is hard to say if multiplece vised as to the true circumstances Firestone's plea the assembly process is enormous
rim litigation will be the all-time and facts, Home would have re- Product liability suits also have OSHA said "accidents that have since the design . makes a visual
record product liability suit There fused to renew said policies of in- been filed against three other man- caused the greatest number of in- inspection of the seating of the
is DES and asbestos, too, but it surance and Home hereby elects ufacturers of truck tire rims Goo- juries appear to have been due to components difficult if not impos-
ranks up there," one attorney said to rescind and cancel said contracts dyear Tire & Rubber Co . Fruehauf improper mounting, use of da- sible "

. Baseball cover rides lawsuit
INuclear plants need policy power

Cont:nued from page 3 Continued from page 1 ance allegedly placed with it How- an automobile crash in February
pay to guarantee more insurance protection. The date of the meet- the first $15 3 million of the total ever, in other legal action taken Switzerland General had pre-
ing has not been set. package as the Central Fund of against him by Switzerland Gen- viously disclaimed coverage sold

Insurance officials say they don't know yet what premium in- Major League Baseball eral, Mr Browning claimed to rep- by Mr Burnham and Mr Brown-
creases will be necessary to fund the increased capacity. But Mr. "Baseball IS not a party to the resent a European Insurance Co of ing by placing ads in financial
Simon said a representative from a foreign nuclear pool that pro- suit,"” explained Mr Bank "We Switzerland that had reinsurance newspapers around the country
vides part of the coverage for ANI's clients said his pool would feel the suit protects both baseball authority from Switzerland Gen- Though ItS SUIt IS still pending
double its present share if the basic premium were increased two or and our own interests eral through European's owner the Swiss-based insurer has re-
three times. Willeox Baringer and Mr Marc Weder ceived a temporary injunction that

AN also is planning meetings around the country in the next two Browning previously have refused prevents Mr Browning and sev-
months with groups of insurers not m the pools in addition to pool to comment on suits relating to Several sources interested in eral others from claiming to repre-
members abroad. Switzerland General and reinsur- the cases report Mr Weder died in sent the firm

A film and public relations presentation has been developed to
convince some 300 companies that they should participate

The same program will be used to try to convince present pool Pe n n y_Wi Se ; Safety fOO I i S h T___ 1

members to increase their participation, said ANI president Burt
Proom. P P P Continued from page 3 of a company, and pays the pre- CO RRE CTI O N
If ANI is going to come anywhere near its goal of $475 milhon, to the deliberations forming the mium for what he can't cover,” The Risk Sciences
not to mention $1 bilhon, it is going to have to also dramatically U S Occupational Safety & Health said Mr Tye "It's your Job to con- Group, Inc advertise- 1
increase the participation of foreign pools and Lloyd's of London. Adm'”'Strat'_o” ) serve all the aspects of your com- ment on page 86 carries
Together, those two sources provide about 50% of ANI's capacity. Armgd with the five star Sys'fem pany = . t bh
Mr Proom said ANI is going to go for capacity offered by captive checklist, Mr.Tye's students left his The risk managers should be an incorrect phone num-
insurers and the New York Insurance Exchange. seminars and went into the foreign skilled in fire and safety ideas, se- ber
AN officials are optimistic that they will be able to find at least working conditions where the for- curity and occupational safety, and The correct phone
the $450 million of coverage by 1982, even though efforts to raise mat dignteit . attend as many seminars as possi- number is
the present property hmits to $375 million from $300 million hit A native (in Za'mb'a) says, ble before settling a _f'rm S Insur- 415) 381-0211
snags last year and a small "sliver" of coverage remains to be 'What about the witch doctor?' ance and loss prevention program,
placed. Until he gives a chant no one goes Mr Tye says
The drive to raise property policies to $375 mdlion got a late start dof"’” into the ”_’i”es So you have
last year and was hampered by Insurers also being asked to provide to 'nc_'”de the witeh doctor. )
coverage for an extra expense program set up by the American If risk managers spent more time
Public Power Asan, Mr. Proom said on safety programs and watched
He says ANl is better prepared to sell the capacity program this for the early warning signs, they
year than it was lastyear. could prevent most product habil-

ity lawsuits, Mr Tye contends
Many famous product problems,

ad 'auoeeecsaditchbir 1 1 109

safety experts, he says
dOoNs also kngw there

REINSURANCE  fgentbrange cheficalused mthe <<
PROPERTY CASUALTY the countryside Tte abvious that 3f E N — R E g Oi iS S

you must use caution and not have

Excess of Loss & Pro Rata Excess of Loss it bounce back on your troops 6 1 550 C IArkSVN_Ct" . 4

“If the U S Army is so negligent,

Treaty and Facultative Treaty and Facultative it should be held responsible," he
maded. r INTERNATIONAL REINSIANCE
r Tye hopes tha e European
Economic Community eventually INTERMEDIARIES
past§es the EFOd;‘égab“itybdi- ] All Forms of Treaty and Facultative
—i 7 wa \\ s = H
rective, making X member II 7/In Domestic and International Markets
manufacturers fully liable for all
accidents caused by a product even oo _ J ) > 3 —_—

Dominion Insurance Company of America  ifney didnt know there was a & 41-%- v

fault prior to a lawsuit 41-°

“Incredible pressure IS then put BROKER MEMBER OF THE
on the manufacturers to make sure
. NEW YORK INSURANCE EXCHANGE
products and chemicals put on the
B market are wholly safe," he said HOME OFFICE. ATLANTA BRANCH-
With the right attitude, risk 100 Broadway 3951 Snapfinger Parkway
A strength in the United States market managers can avoid calling on in- New York, New York 10005 Decatur, Georgia 30035
surance policies to pay losses and Tel: (212) 732-7868 Tel: (404) 289-5636
Telex: 645346 Telex: 80-4358

focus more on occupational and
127 John Street, New York, N.Y. 10038 product safety, says Mr Tye

Telephone: (212) 635-2700 TWX: 710-581-3981 "A risk manager is really a per-
son who runs fire, safety, security
and occupational health programs
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Insurers fear rash of libel suits

Continued from page 2
upheld.”

Publisher's liability insurers also were sharply critical of the ver-
diet. They say that Ms. Burnett failed to prove ill will, hostility or
malice on the part of the Enquirer. Such proof is required under
California law to recoverpunitive damages in a libel action.

The lion's share of the award-$1.3 million-was for punitive
damages, which are not insurable. The National Enquirer does not
discuss its libel insurance, but it is believed the publication carries
multimillion-dollar limitswith a large deductible.

During the first day of the trial in Los Angeles Superior Court,
insurance briefly became an issue when a mention of libel coverage
inadvertently was read into the record by Enquirer attorney Mas-
terson.

A freelance tipster whose information provided the basis for the
Enquirer story about Ms. Burnett said in deposition testimony read
to the court "lain Calder, editor and chief (sic) of the National
Enquirer, told me that | would be in no way held personally reliable
(sic) and that we have insurance."”

Ms. Burnett's attorney raised an objection and Mr. Masterson,
embarrassed, agreed that he had not intended the jury to hear that.

Availability of insurance is believed by many legal experts to
prejudice jurors' thinking. Following a meeting with bith attorneys,
Judge Peter Smith instructed the jury that there was no insurance

Court minutes of that meeting show that this fact was never
established, however. All parties agreed to the unusual instruction
because insurance coverage was not considered material to the suit.

Another aspect of the tase that surprised libel insurers was the
judge's ruling that the Enquirer is a magazine and not a newspaper.
California law permits a plaintiff to recover significantly greater
damages against a magazine than against a newspaper.

Judge Peter Smith determined that the Enquirer did not deal in
timely news, Mr. Mas-erson told Business Insurance.

"This decision could have a disturbing impact on a number of
national publications that use the newspaper format," observed
Roger Rudkin, second vp of Employers Reinsurance Corp, a major
libel insurer. He said libel insurers distinguish between magazines
and newspapers for rating purposes.

Employers Re in Kansas City is frequently mentioned as the
likely underwriter of the Enquirer's libel insurance. Mr. Rudkin
would not comment.

Libel insurance rates fcr publications amenable to suit in Califcr-
nia are already higher than in most other states, reported Larry
F Torrall, president and general counsel of Media Professional Insur-
dnce Agency Inc. in Kansas City.

California does no. apply the law equally to different parties,
complained Mr. Worrall. The courts in California are unpredictable
and make special exceptions for celebrties and personalities, he
said. He called the Burnett outcome a product of "passion and preju-
dice."

In a prepared statement issued after the eial, Mr. Masterson re-
vealed that there are 10 other suits pending against the EnquireT.

"Compared to the number of suits outstanding against other major
news organs, this is a very small number-particularly in light of
the many celebrity stories the Enquirer prints," he said.

The Burnett suit charged that a gossip column item in a 1976 issue
of the Enquirer implied the comedienne was drunk while dining in

a Washington, D.C., rmtaurant. She said a retraction printed by the
tabloid was insufficient.

HMO community rating urged

Continued from page 2

"In the case of the Southern Cal-
ifornia marketplace, the effect of
mandated community rating ap-
pears to be that of driving health
care costs up and effectively pre-
venting federally qualified HMOs
from providing health care to cer-
tain employer groups,”" Dr. Gum-
biner adds.

Dr. Gumbiner says FHP could
slash its monthly premiums for
employer groups 7.8% to 22% if it
were allowed to rate employers by
experience.

Other HMO experts argue com-
munity rating is an integral part of
HMOs' efforts to restrain health
care costs. A shift to experience
rating is a step backwards on cost
control, says James Doherty, exec-
utive director of the Group Health

Assn. of America.

Most agree, however, that fe-
derally qualified HMOs should be
allowed to trim their benefit pack-
ages in order to give insurers more
price competition.

Mental health, drug and alcohol
abuse benefits should no longer be
mandated in the basic benefit
package required from HMOs, says
Robert Biblo, president of the
< 1 . _ —

Airline captives taxi again

Continued from page 3
and fly.

"It has been a dream for 40
years, but something always stops
it," says Mr. Roach of Capitol In-
ternational Airways.

Several airline risk managers
said they would consider joining an
industry captive, but wouldn't
comment until more details are
known.

Dan Hansen, director of insur-
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ance for United Airlines, chairman
of the task force evaluating
whether to reactivate the captives,
declined to comment, pointing out
that the task force has just been
formed.

Other task force members are
James F. O'Neil, director of insur-
ance and retirement for TWA in
Kansas City, Mo., and Richard Ral-
ston, manager of insurance for
Ozark A.ir Lines in St. Louis. .
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el insurance Index ) \\/inds of fortune help lift
- Allendale to new profits

Rn BY ELLIS SIMON
= ——___ -—" -
100 JOHNSTON, R Il.-Allendale Insurance is B I tleker
leaner today than two years ago when chair-
g man and president George R West came to says Mr West rates will affect 1981's results
8 town from Arkwright-Boston The uncertainty and spectre of casualty "The most important person on our staff is

-4 Since then, the mutual insurer has cut results will remain with Allendale for some Ronald Reagan," Mr. West says "If his pro-
- back un roéitable.accgunés .rﬁdudpded ex- timde.(Afﬁliated F.,VI insured asbestos risks gram works, it will bring down the prime
; ie g J penses and discontinued a deficit-ridden ca- and other long-tail exposures rate and inflation
,F:04,4401ifT. r : - ) .
sualty business. Currently, Allendale is reserving $70 mil- The high prime interest rate has made Al-

In 1260, Alendalenosted.a §6< smillionhonfor. casiialtvdosses. Althouah.a.1930.lendale vulnerable to attacks on premium

After several weeks of who pin)g increases, At the same time, revenues dronpﬁ)geggw% to redundancy," Mr West says the firm proba- Mutual policyholders pay several years' pre-

the Business Insurance stock indexX'rose only $284 6 million from $3178 million i bly won't make any adjustments downward mium in advance, providing the insurers
a half point to 179.9 from 179.4. Thirty-one Credit for the turnabout, however, does for three years. with a capital base

stocks declined, 29 rose and 11 were un- not rest entirely with Allendale's manage- Allendale’s efforts at controlling expenses If the interest rate drops, it will be hard to

changed. Showing the largest increases were: ment, Mr. West concedes The winds of for- have been better than the insurance industry beat Allendale for prices and service "By
Foremost Carp, of America, 9.2%; Corroon & tune blew in the firm's direction as weather- average Even with a 13% drop in revenues, the end of 1981 (if interest rate drops), there
Black Corp., 8.4%; Rollins Burdick Hunter Co., related losses slowed ) ) Allendale's expense ratio rose only one-half won't be a lower cost operation in the U S.
7.8%; United Fire & Casualty Co., 7.3%, and Because Allendale retains a large portion of 1%,Mr. West notes. giving service that's comparable with this
Kemper Corp., 6.8%. Largest decreases of the risk it insures, instead of heavily rein- company," he says

were: Tokio Fire & Marine Insurance Co., suring, the firm tends to get a more random A 11endale's staff also has been cut through The prime rate has a direct effect on in-
6.1 %; Aneco Reinsurance Ltd., 5.4%; Farm- loss pattern than other insurers, he explains. Il attrition. At the end of 1980, the insurer terest in the premium deposit," adds Mr.
ers Group Inc., 4.9%, and Travelers Corg., The largest member of the Factory Mutual reduced staff by 16%, exceeding a tarﬁeted Carey. "The lower the prime rate, the lower
4.7%. The index increased an overall 0.3% System also has encouraged clients to im- 9% drop. Salary savings accounted for half of the interest in the premium deposit "

but the rise was slower than all three major prove their properties Firms with unprofit- a $10 million drop in operating expenses last The premium deposit system enabled Al-

market indicato

able risks were asked to pay more premium year, notes executive vp John J Carey lendale to provide needed market capacity
or take other steps to modify their contracts, The company has stepped up its use of in 1974, Mr. Carey points out.
Mr West says data processing to maintain service levels Allendale also credits investment income

"We accepted a somewhat lower sales vol- despite fewer personnel. Allendale was a earned on the premium deposit in its rate

Bntish issues ume and emphasized balanced relationships latecomer to the use of data processing be- formula, Mr West adds.

3/81 . 1 Wesk . with our accounfs- he continues "If we did cause it services a relatively smz'all number of The state of the economy should work to
Companms pBRICSRIE BYVentald tde-Low not pursue this route, our sales could have la rge accounts, all of whichhave AIIendaIe s advantage in reducing loss expe-
Commt Union 168 8.8 16.45 92 171-165 been higher, and our profits probably would custom-designed programs, says Mr West rience, Mr West says "In some cases, when
Eagle Star 236 88 15.00 6.4 241-231 have been lower o Unlike stock companies, Allendale Insur- there is less active utilization of plant capac-
Cent Accident 340 8 5 1929 5.7 342-382 More than half the accounts hit with pol- ance does not have to maximize profit If tty, firms do more maintenance, However, it
Gdn Royal Exch 340 8.9 2143 6.3 344-336 icy modifications agreed to the changes profit levels are excessive, they are returned IS more difficult during hard times to get
M:'./4/ 272 8.5 21.43 7.9 280-270 rather than switch insurers, he adds H i H H H
’ to policyholders as dividends, Mr West insureds to commit large sums for improve-
ZoyalA..» 737:3111‘;’;: :;‘CZ)OQ 2;’ _BIZ;’:;Z Allendale's withdrawal from casualty in- notes Because Allendale's premium-to-sur- ments," he adds
- fanes ’ ’ B surance, which was mostly written by its Af- plus ratio is less than 1-to-1, it can withstand Business interruption exposure is reduced
Brokers filiated FM subsidiary, accounted for half deficits without hurbng stability during a recession because idle capacity is
CE Heatn 232 11.3 13.87 6.0 232-230 the decline in revenues during 1980 Mr West is somewhat skeptical on 1981's available if an accident shuts down a plant.
Hogg Robinion 116 9.3 8.14 7.0 116-107 "We're withdrawing because we are losing outlook because of the current competitive Allendale, traditionally an insurer of in-
Alix Hon-n 121 82 10.00 83 123-1 15 money." Mr West says environment in the highly protected risk dustrial properties, is expected to under-
JH Minet 102 12.8 6.45 6 3 102-101 While Allendale's tale_nts for insuring properly market write more hotel and office building bum-
Ssetdg Ghrp | H_; 19;3;17862;‘46‘; ;‘;’g‘;; broperty risks and developing loss preven- "If the market stays the way it is, any ness as owners become more conscious of
onnoule 1o - - 1 1 H H H H 1 1
" tion programs are among the best in the company making a profit will have done a loss prevention in the aftermath of tragic
?Vtﬁw :,\glghnon 28011 2 17 14 7 4 230-220 Counﬁ'y, % did not have similar talents in the great deal-'he says hotel fires in recent months, Mr West adds
illis Fiber 310 138 17 14 5.5 310-402 Ity area ' " . R .
Source Phihp Olsen/Alan Clifton, Insurance Indus- casualty Allendale's strategy calls for renewed We've been in the hotel and office mar-
try Specalists Kitcat & Aitken Stockbro- ~ "TO put in place the skills that are needed commitment to better loss prevention, ac- ket for some time, but we haven't been able
keys, London in casualty requires additional expenditures, count selectivity and control over wasteful to get adequate protection (from potential

- and the marketplace didn't need us," spending However, inflation and interest policyholders)," he explains "The protection
we want is inexpensive compared with what
some governments want today "

Allendale picked up the Del Webb Hotel
B I I N d u Stry StOCk Re po rt account in Nevada eight days before the
MGM Grand Hotel fire, Mr Carey notes

MAR. 31, 1981 3/25/81 THRU 3/31/81 MAR. 31, 1981 3/25/81 THRU 3/31/81 The insurer also covers Marriott hotels

"We've had inquiries since (the big hotel

Insurance Cos. Price % Chg P/E $ Div % YEd High Low Vol (000) Pnce % Chg P/E $ Div % YId High Low Yol (0(50) b Id v i th
Aotha Lite & Gas Go HYSE 55.75 2.4 5.7 2.52 6.5  a7.63 35.25 977.9 Travelers Gorp NvSE 4600 47 5.8 ses 6.5 asso ool €5); PUt we would only insure those prop-
Americm Bankers Ire Group otc 688 3.5 4.6 0o.22 3.2 713 e.88 776 United Fire & Cas Co OK 44.00 7.3 11.5 1.00 2.3 44 00 41.00 15 erties from which we g(at a commitment to
American Find (hrp Chio ﬂ_ M '\§
American Find (hrp QK27,750.9 5.7 0.50 Le 27.75.27.950, 20,4 Mited States Fid 6 Gty Co mSE 43.63 0.3 5.3 3.20_7.3 44.00 43.50 200.5 adequate loss prevention," he says.
Azerican Indty /inl Oorp O[S 17.63 —0.7 6.8 1.12 6.4  17.7517.63 2.6 Uslife Corp NYSE 32.50 0.0 9.1 0.72 2.2 32.50 31.63  499.3 There's no question large offices and
American Intl Group Inc OTC 80.50 4.5 10.8 0.60 0.7 83.88 80.00 1843 Washington Natl Corp NYSE 34.88 4.1 6.8 1.62 4.6 36.00 34.88 sen hotel complexes are undergoing changes in
Ameriem Al tre 00 OTC 14.50 2.7 6.6 0.68 4.7 14.75 14.38 81.5 Zenith Natl Irs Corp OK 16.75 4.7 10.4 0.50 3.0 16.79 16.25 46.6 attitude. They're trying to prevent these
American Sts Life Ins Co OTC 17.50 0.0 6.0 O.7=2 4.1 17.50 17.50 0.9 — . .
Aneco mins Ltd ore 4 38 54 0.0 0.00 0.0 4.75 4.38 34.7 NISURANCE OO-ANIES AvERAGS 77 as things in the future "
Appalachim Natl Corp ok 2,13 0.0 6.1 0.05 =2.a 2.13 2.13 3.4
Avemoo Corp -5 95.50 1.3 8.2 0. SOsS.3 063  o.38 10.0 Agents/Brokers A 150 in Allendale's future is greater use of
Banks lc/a Inc oI 31.00 2.3 5.2 1. .44 4.6 31.00* 30.00 8.6 g 1 H H
Bitco Corp OoTe 2520 1.3 6.7 Do 5.5 eesoasso  aa fl captives by its insureds, Mr Carey pre-
N N - - - - - Alegnaer & Alexmder Sics oTC 35.75 -0.7 11.7 1.84 5.1 36.00 35.S0O 128.0 . " .
Garelina Gas Im Co o1e °.S© 2.7 6.1 0.32 3.4 @.s0  o.25 1.4 Baldw in & Lyons Inc OTC 31.25 2.5 5.5 0.80 2.6 31.25 30.50 110 dicts "Once someone uses captives for any
i 10.88 3.6 4.0 O.65 6.0
Gentral Nat! Fint Corp e reeeere 28 Cormon & Black Corp NYSE 26.00 8.3 11.0 1,76 6.8 26.00 24.25 18.7 reason, they'll look at the total program "
Cr-e B H 008 Ine T8N O 2 6m0 5.1 R V2 AT AN, 20 i ’ .
a.ubb Chip orTc 4w.88 0.2 5.2 2.68 6.0 44.3843.50 1073 Hall Frank B 6 Co Inc NYSE 27.63 3.8 10.1 1.60 5.8 =27.8s 27.63 az.o Allendale was not an enthusiastic sup-
Cotined Intl Corp NYSE 21.50 2.4 6.1 1.60 7.4 21.63- 21.00 219.7 . .
Cormeticut Gen Irs Corp NYSE 58.63-0.7 7.0 1.76 3.3 54.63-83.63 2832 iy riem AMEx 15.88 5.8 7.4 0.00 0.0 1ersisas  aeo  POrter of captives when companies began
i NYSE 26.63 0.5 7.1 2.40 9.0 - - e
Sontinental Core oSSl o2 Bro=ees  2es James Fred S 6 Co Inc NYSE 25.25 1.0 10.8 1.60 6.3 26.00 24.75 144.2 expanding use of insurance subsidiaries sev-
B B Marsh 6 Milernan 008 Inc NYSE 37.75 2.0 12.1 2.00 5.3 38.00~ 37.25 192.9 wigr
Crown Life IN Co I 55.50 5.5 5.5 5. 80 2.5 10000~ 5550 o Pennoorp Fincl Inc NYSE 6.63 -19 5.9 0.16 2.4 675 eso  iosz eral years ago, but now Mr Carey_ says "it's
Crum & Foriter v SE 50 20 q.5 B 1A a5 20.00 s6.05  sous Reed Steouse Co/ Ltd =C 11.63 -1.1 11.0 0.56 4.8 11.is 11.63 27.2 in our mutual interest for the client to be
E*>loyers Cas 00 SIS 3325 —0.7 5.4 1.20 3.6 33.7533.25 3.6 Bllirs Burdick Binter Co dIC 24.25 7.8 11.7 1.24 5.1 24.25 23.00 1as aware of the business side of insurance.”
E#fax Inc NYSE 21.00 -1.2 6.6 2.40 11.4 21.25 20.75 2.0 .
Farmers Group Inc ©Ic 31.13 5.0 9.9 1.12 3.6  32.5031.00 198.5 AGaS/BEOKERS e e e La§t year, Allendale established Ne_w
. X Providence Mutual Ltd as a Bermuda facil-
First Colony Life Ins Co O[c 39.00 0.0 13.4 0.80 2.1 39.50 39.00 s
Foremit Corp Amr oOTC 25.25 9.2 8.3 0.80 3.2 25.25 24.00 27.4 i ity to service chents wanting a captives to
Grdat West Life Assurf, Co OK 270.00 0.0 11.2 10.00 3.7 270.00 270.00 0.0 Conglomerates/Holding Cos. . Y 9 P N
Hanover Ir= Co OTC 44.50 2.2 4.1 0.72 1.6 4525 44.50 12.4 insure the lower exposures of property risks.
Hartford Stem Boiler Ircptn OTC 38.00 1.3 7.6 2.60 6.8 38.00 37.50 10.2 American express(Fireian's Fd) NYSE 45.63 -2.7 8.7 2.00 4.4 46.50 45.50 514.4 "It's competition in one sense, but it'S a
Andlerson Clayt=on(Rmger/P=*a) PUSE 21.63 -2.3 5.9 1.20 5.5 21.75 21.38 20.1 i p 3 "’
Jefferson Natl Life Ins Co OTC a47.00 6.8 22.0 0.64 1.4  49.00 47.00 27.8 Arin Inc NYSE 41.63 2.8 10.6 1.64 3.9 41.63,41.13 257.2 question of who can do it best," Mr. Carey
K:per Corp OoOTC 33.38 -0.7 5.1 1.60 4.8 33 38 32.75 s . _ " . _
Linooln Natl Corp Ird v aa 22 DTSN 2S5 2822020, 861 City, Investing Co. tHorne lre ). NQME 26,13,0.8.7,1,1.60.6,1 27,38 26,00 958.6 says "If people think they can make some
ligia Init Corp NYSE 34.88 -3.1 9.6 1.28 3.7  37.00% 34.88 4352 thing better or cheaper than buying it, then
Mimion Irs Group Ing NYSE 43.38 1.5 8.5 1.00 2.3 a43.75 4a3.38 a1.9 Control Data ((or1. Credit) NYSE 68.88 6.2 8.3 0.90 1.3 68.88 65.75 423.1 A ’
General Re Corp NYSE 63.00 0.0 8.9 1.76 2.8 63.38 62.88 75.4 they will
Nationwide Corp Ohio oI 23.13 0.5 6.6 O.70 3.0 23.13- 23.13 2.4 INA Corp (Ins. 00. of NA) NYSE 42.63 -2.0 6.0 2.40 5.6 aa.38 a1.25 321.4
Horthwestern Natl Life Ins 019 29.25 -0.8 6.5 1.25 4.3 29.50 29.25 80.1 m (Hartford Gro* NYSE 32.63 -1.9 5.3 2.60 8.0 33.38 32.13 781.2
Glio Cas Oorp OTC 40.63 — 4.4 6.8 2.04 5.0 “41.50 40.00 140.8 Reliance Group Inc NYSE 73.00 -2.7 5.8 3.00 4.1 75.00 72.00 14.7 - - -
S e 1 or STeNNSLIISSs s T s Financial briefs
Pinehurst Corp Orec 6.38 -1.9 0.0 0.00 0.0 6.50 6.25 25.0 Sears Roebuck & Co. (Allatate) NYSE 18.38 2.1 9.6 1.36 7.4 18.63 18.38 2,088.8
S & H Co. (hily Martin 6 Fay) NYSE 32.88 1.2 15.3 1.00 3.0 33.00* 32.75 2a.8 .
Preferred Risk Life Ins O, 0= 1s.88 0.7 6.3 0.80 4.2  1s.8s 18.88 a3 Tele*im Inc (Argonaut) NYSE 150.00 10.4 9.8 0.00 0.0 150.00 142.01 605.9 Prudential
Providint Life & Acc Ins 00 OTC 45.SO 0.0 6.7 2.20 4.8 45.50 45.50 a1.4 Transerica Corp (Occidental) triSE 21.00 -2.3 5.7 1.28 6.1 21.25 20.38 356.1
Republic Natl Life Ins 00 or 2e.88 5.9 16.2 0.70 2.6 Z6.88" 25.63 227 — — Group life sales grew 31.8% to $26 2 billion
14rm Ins Group Inc OTC 23.00 0.0 9.1 O.12 O.5 23.00 23.00 0.6 OONG[am/ELDING 006. AVERAGE 7.8 3.2 . "
St Paul 048 Inc oTC a0.63 2.7 7.7 2.92 5.7 41.88 40.25  7es in 1980, Prudential Insurance Co. reports,
while the total premium income for the year
Safeco Corp OTC 38.75 -1.0 6.9 2.00 5.2 39.13 38.38 47.3 *Record high/low since Jan. 1, 1981. o, p . y
Sri Corp 0O 33.00 1.5 5.5 1.20 3.6  33.00% 32.50 145 rose 7% to $86 billion
Seibils Bruce Gro, Inc Ok 21.63 12.3 10.9 0.80 3.7  21.63* 19.50 a0.6 _ .
State-n Gram® Ix ore 6.000.04a4.60.15 2.5 600 .88 20.9 System design. Altman Information Systems Company officials predict group heath
Toito Marine 6 Fire Im ©3 OIS 149.50 4.1 16.5 1.03 0.7 157.00 149.50 17 ’ premiums may rise as much as 15%-20% in

1981, tracking rises in the nation's health

Costs.



TheAmericanltorker.

Heholdsthe white-hot molds forAmerica inhis hands...

Foralmost 100 years now, we've been

insuring America's most valuable resource:
herworkers.

During that time, we've discovered some
very effective ways to help American business
hold down thecostofinsurance. Loss Control
is one way.

OurLoss ControlConsultants can help
you to identify hazardous conditions atyour
plant-before they turn intoaccidents. That,
in turn, can reduce claims and substantially
loweryournetinsuranecosts.

Loss Control. It's one way to cut the cost
Dfbusiness insurance. There aremanyothers.

Call or write us today and we'll share them
with VOU.

American

AAutual

INSURANCE COMPANIEE.WAKEFIELD. MASS. 01880

Helping Amenca make intelligent insumnce decisions since 1882



