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THE ART OF

BALANCING RISK

Proverbially, patterns are the fabric of life. Take 'the art of

balancing nski for instance.

Part of SCOR's stock-in-trade, the 'art' imposes a pattern on

our behavior: we rely on accumulated experience to put perils

in perspective, then fabricate covers that fit our clients' specific

needs. By making the art' our craft, we position ourselves at the

cutting-edge of the industry.

And with SCOR, you can alwaysjudge the whole piece from

the pattern. Without exception, we strike a 'balance' between your

*sk' and our financial strength and security, which rank us

among the leading reinsurers in the world.

So when your needs are reinsurance, call SCOR. Where

innovative solutions pattern the fabric of our business.

SCOR
®

World Headquarters: Paris 33 146 98 70 00

Branches and Subsidiaries: New York 1-212-978-8200 Chicago 1-312-346-2189 Dallas 1-214-401-1066 Hartford 1-203-525-2300
Montreal 1-514-849-8107 Toronto 1-416-869-3670 Mexico 515 660 0382 Bogota 571 610 04 09

London 44 71 621 11 10 Milan 3926552006 Hanover 49 511 28 01 01 Koln 49 221 52 20 26 Madrid 34130852 37

Tokyo 8133597 1051 Hong Kong 852586435 35 Singapore 65 225 36 66

Sydney 612 247 48 77 Ivory Coast 225 33 13 38



PUTTING PERILS
IN PERSPECTIVE ...
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NEWSPAPER AUGUST 31, 1992 Update-

Busness
Insurers defeat treasure hunters,

salvage claim to fortune in gold
RICHMOND, Va.-Much of a $1 bilhon

fortune in gold recovered from a sunken
19th century ship should go to U.S. and
London msurers, not the salvage company

8nsurgmce that recovered lt, a federal appeals court
has ruled.

Overturning a lower court decision, the
4th U.S. Circuit Court of Appeals ruled 2-1
last Thursday that the msurers, which paid

®
more than $ 1 million in claims on the loss
135 years ago, had not mtentionally aban-
doned their rights to the treasure Some

Reporting weekly for corporate risk, employee benefit and financial executives / $2 00 a copy, $80 a year 0 Entire contents copyright 1992 by
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Andrew destruction to cost billions
- «Ff'63* Hurricane could be costliest storm ever

Hurricane Andrew, which cut a 30-mile wide swath of
X-_ A U

7 * 3.'-'·' death and destruction across southern Florida before ram-
-

44/ ' ming Louisiana's southwest coast last week, could rank as
//1

24#ir?Fl*:.' 1 " '*- 4 3 :. -: IRL:·.,-,697 ;JaiLTlal I-, i,Jri.1 ' the most expensive storm ever
1 - I I

*.Irae> While residents of southern Florida and the Louisiana #

Gulf Coast picked through the devastation
'52£,-14f©Z:, wrought by the season s first hurricane,

&-4»,ff .5 insurers and reinsurers were just begin-
ning to tally their losses late last week

Estimates of insured losses varied wi-

dely But, nearly all placed the amount at
:=57.I- - no lower than $4 billion and estimates

ranged as high as $20 billion
The most expensive storm ever Hurricane Hugo, causedSY.-0.-- "It(kil,4<<:Ir.-f  -*- ·:. $42 billion of insured losses in South Carolina and the fi *

, Caribbean in 1989 (BI, Oct 2, 1989, Sept 25, 1989)
th The greatest estimate of insured damages was made by

Dade County Emergency Manager Kate Hale She said the
97*1* r

9 county alone suffered $15 billion to $20 billion of Insured
:11' i,5)01 damage And, that estimate is conservative, she said

Some reinsurers estimated that losses from Hurricane AP/Wide World Photo

AP/Wide World Photo Andrew could reach $10 bilhon to $12 billion (see story, The storm blows out a Miami
A water tower remains standing over the ruins of a section of Florida City, Fla. Continued on page 69 Beach storefront's windows.

Soft P/C market expected to endure storm
By DOUGLAS McLEOD $10 billion in insured losses loss is in personal lines, even tom line for this industry is not Reynolds in New York "It will

probably can be absorbed by an though commercial losses are hurting that badly," Ms Vogel take capital out of the Industry,
Hurricane Andrew lS unlikely overcapitalized property/ca- sizable, said Gloria Vogel, first observed but nowhere near enough to

, to blow U S property/casualty sualty Industry without trigger- vp with Lehman Bros in New 1989's Hurricane Hugo iS the bring a turn in rates '
insurers far enough off their ing a market turn York worst catastrophe on record, A sustained hardening of the
competitive course to bring If this proves to be the case, The hurricane "in and of itself producing $4 2 billion in insured market would require economic
about a turn in the market, sev- the financial outlook for the in- is not enough to turn things damages (BI, Oct 2,1989, Sept changes more fundamental than
eral insurers and industry ana- dustry remains gloomy despite around for the (commercial) 25,1989) a string of catastrophe losses, ac-
lysts say the surprisingly positive results property/casualty industry," she "The industry is in a position cording to Barbara Stewart, a

Even though the Los Angeles many insurers posted for the first said to absorb these losses, and I principal with Stewart Econom-
riots and other catastrophes pro- six months of 1992 "Hugo didn't do it All those don't think they will be enough 1CS ln Atlanta
duced the worst first half on rec- Losses from Andrew may cost losses after Hugo didn't do lt to produce any change in rat- Skyrocketing inflation trig-
ord for such claims, they say An- the industry between 1% and 3% Granted, these things are cumu- ing," agreed Michael A Lewis, gered the tight market of the
drew's estimated $4 billion to of its capital, and much of the lative, but it Just seems the bot- senior vp with Dean Witter Continued on page 69

r-

Health insurers Market cools CEO pay
1 Salary increasesI post strong results And, unlike a year ago, the in- cash compensation "doesn't rep-

crease was greatly outpaced by resent an increase in real money

are now merely the 13 4% average increase in the terms," said Robert Salwen, a

I but won't cut rates surveyed companies' aggregate principal at William M Mercer
keeping up with net income, which rebounded Inc in New York "Inflation is

from a 20 9% decline in 1990 running at about that rate for
rate of inflation In some cases, though, the cash highly paid CEOs "

By MICHAEL SCHACHNER compensation of CEOs and their Indeed, "on a broad trend
i By SALLY ROBERTS company's net income headed in basis, CEO pay has been essen-

Despite generally strong first-half underwriting results for opposite directions tially flat since 1989," Mr Lin-
group life and health insurers, the pace of premium increases is , The soft property/casualty m- Despite improved net income ton said.
expected to slow only slightly surance market continues to hold over the past year, the average In addition, the BI survey

Through the first half of 1992, all major group life and health I down pay hikes for malor insur- 1991 net income of $236 5 mil- found that 21 CEOs received pay
msurers benehted from actual experience that was better than er and reinsurer chief executives lion for the surveyed insurers raises in 1991, cash compensa-
the trend factors they used at the start of the year to set rates I despite an improved Industry and reinsurers is still about 10% tion for seven others was cut,
Most also enjoyed strong returns from their managed care oper- 6 profit picture lower than their 1989 average and for one, pay was unchanged
ations The average cash compensa- net income of $263 6 million The remaining two did not hold

For some insurers, though, factors unrelated to health care- | tion-salaries and cash bonuses Tha puts pressure on compensa- their current positions in 1990
like slumping investments and reorganizational expenses- -of 31 commercial insurer and tion committees to hold down In 1990, 25 CEOs received pay
dragged down profits reinsurer CEOs rose 4% in 1991 CEOs' pay hikes, according to raises, while pay was cut for only

Overall health care inflation has stabilized as a result of the to $1,112,457 from $1,069,457 in John M Linton, principal at one CEO For the remainder,
recession and the growth of managed care But insurers say 1990, according to a Business In- Towers Perrin in Chicago there was no change from 1989,
that high expenses and cost-shifting have not dropped enough surance study of company proxy For the past several years, sal- or the executives did not hold
to allow them to freeze rates statements ary increases have slowed so the those positions a year earlier (BI

"All the malor companies are (successfully) marketing their That increase is the lowest per- increases now just about keep Sept 2, 1991)
1

Continued on page 67 centage increase since the survey pace with Inflation Saul P Steinberg, of Reliance
started in 1986 The small increase in CEOs' Continued on page 65
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Insurers keep, finders weep
Continued from previous page
insurers could present only sketchy documentation of their ownership
interest in the three tons of gold bullion and coins that Columbus
America Discovery Group Inc. salvaged from an 1857 wreck off the
coast of South Carolina (BI, Aug. 20, 1990).

The decision "preserves the traditional law of salvage," said insurer
attorney Douglas A. Jacobsen of Bigham Englar Jones & Houston in
New York. Columbus America is reviewing the decision.

The lower court must now set a salvage fee and determine ow-
nership of other items, including drowned passengers' gold, valued at
hundreds of thousands of dollars in the 19th century.

Insurers involved in the dispute are: Alliance Assurance Co. Ltd.;
Atlantic Mutual Insurance Co.; Insurance Co. of North America; In-
demnity Marine Assurance Co. Ltd.; The London Assurance; Marine
Insurance Co. Ltd.; Royal Exchange Assurance; and underwriters at
Lloyd's. Several defunct New York insurers are being represented by
the state insurance superintendent.

Auditor not liable to third party
SAN FRANCISCO-Limiting auditors' liability, the California Su-

prerne Court has ruled that only clients of firrns-not investors or
lenders--can sue accountants for negligence in auditing the firms'
financial statements.

The decision reverses an appeals court decision that upheld a 1987
Santa Clara County jury award of $4.3 million against Arthur Young
& Co; a predecessor of accounting firm Ernst & Young.

Investors of Osborne Computer Corp. filed two suits against the
accounting firm, alleging it failed to follow generally accepted ac-
counting standards in auditing Osborne's books in 1981 and 1982.
Osborne filed for bankruptcy in 1983.

California Chief Justice Malcolm Lucas said that accountants are

only "watchdogs" and should not face unlimited liability under the
theory that third parties can be reasonably expected to rely on au-
dited financial statements.

PBGC, Continental accord set
WASHINGTON-The Pension Benefit Guaranty Corp. and Conti-

nental Airlines Holdings Inc. last week reached a tentative agree-
ment to settle a longstanding dispute involving seven massively un-
derfunded terminated pension plans sponsored by former Continental
unit Eastern Air Lines Inc.

The Eastern plans were underfunded by nearly $700 million. Under
the agreement, Continental will pay the agency $20 million to $24
million in cash, provide a secured note of about $75 million that is to
be paid off through a special trust over 15 years, and provide
stock in the reorganized airline. The PBGC estimates the value of the
package at $115 million to $130 million.

The agreement is subject to bankruptcy court approval and is con-
tingent on confirmation of a reorganization plan for Continental.

The two parties also settled a separate dispute over Continental's
pension plans, which have not been terminated. The airline is to
contribute to the plans a stock package that is guaranteed not to fall
below $10 million in value over the next five years.

Oregon hopeful after HHS talks
SALEM, Ore.-After meeting with representatives of the U.S.

Health and Human Services Department last week, Oregon offi-
cials expect fewer obstacles in obtaining federal approval of a health
care rationing plan.

The HHS earlier this month denied Oregon a Medicaid waiver it
would need to implement its universal health care plan, which hinges
on rationing medical services (BI, Aug. 10). -The agency said the state
plan would violate the Americans with Disabilities Act.

The agency wants the Oregon Health Services Commission to show
that the results of its telephone poll of state residents regarding gen-
eral health care issues did not influence the commission's list of

prioritized health care services, said OHSC Executive Director Paige
Sipes-Metzler. Oregon maintains it did not use the polling data in
deciding which services to cover, as federal officials contend.

Ultimately, the list of covered services "may not be diE[erent" from
the current list, "but we have to prove that each item was independent
of any quality-of-life decision," Ms. Sipes-Metzler said.

Federal health officials "offered to provide assistance or imme-
diate review as we go about the process," which could take -several
months, depending on what kind of advice they give us," she said.

Workers comp fund questioned
AUGUSTA, Maine-Maine's workers compensation woes deepened

last week as questions arose about the residual market's ability to pay
servicing carriers' current bills for claims handling and an insurer
doubled its earlier estimate of the market's deficit.

A unit of the National Council on Compensation Insurance that
manages the Maine Workers Compensation Residual Market Pool re-
fused an order from the pool's Board of Governors to use reserves set
aside for 1989-1991 claims to pay servicing carriers' current bills for
handling 1988 claims.

The Insurance Department is exploring its options with the state
Continued on page 70

Errors & omissions

• Health Providers Insurance Co. of Vermont is a subsidiary of
Health Providers Insurance Co. The name of the company was
incorrectly reported in the Aug. 17 issue and in an Aug. 24 correction.

GM shifts health costs
to non-union workers

By EILEEN GUNN

DETROIT-General Motors

Corp. is shifting more health care
costs to white-collar employees
through new monthly premiums
and increased copayments and
deductibles.

Under a plan announced last
week, active and retired salaried
and non-union hourly employees
would contribute toward their

health care premiums for the
first time since the 1960s.

GM's current flexible benefits

plan allows employees and re-
tirees to choose between health

maintenance organizations, pre-
ferred provider organizations
and "traditional" health care,
which is a self-insured compre-
hensive plan administered by
various Blue Cross & Blue Shield

plans across the nation.
Employees and retirees cur-

rently pay varying copayments
and deductibles; under some op-
tions, there is no deductible or

copayment.

The company has not released
an effective date or detailed in-

formation on the new costs.

For employees and retirees the
biggest change will be a new

monthly premium based on the
health care option chosen and
the number of people in that
plan.

The flex plan provides routine
and preventive care as well as
vision, dental and life insurance

options. It will now offer more
choices of PPOs and HMOs, and
will still include "something
similar to traditional care," ac-

cording to a GM spokesman.
E*en after the changes-which

will affect 100,000 active sala-
ried employees, 90,000 retired
salaried employees and 300,000

Continued on page 66

E&S shakeup at CIGNA
Surplus lines operations to become more selective of risks

By MICHAEL SCHACHNER pertise. tions, as well as primary general
And, beginning Oct. 1, its Los liability and product liability for

PHILADELPHIA-CIGNA Angeles-based wholesale subsi- heavy manufacturers, chemical
Corp. no longer intends to write diaries, CIGNA Excess & Sur- companies and pharmaceutical
property risks on a surplus lines plus Insurance Services Inc. and makers.

basis, and will only write surplus Montgomery & Collins Inc., will "We are closing our CIGNA
liability risks for specific indus- not renew general surplus lines E&S unit, which dealt almost
tries or clients. business generated by agents and entirely with general business

Citing an overall corporate brokers. brought to us by general brokers
move away from writing "undif- Instead, CIGNA is seeking and wholesalers," said Michael

ferentiated" business generated "customer-specific" lines of Rogers, president of California
by agents and brokers, CIGNA non-admitted liability business Union Insurance Co., the group's
said that effective immediately, from its brokers and wholesalers, largest excess/surplus insurer,
its surplus lines operations will including liability insurance for and CIGNA E&S, which writes

focus only on certain areas of ex- railroads and financial institu- Continued on page 66

Alternative risk financing to be theme of May meeting

Bermuda Insurance Symposium
HAMILTON, Bermuda-The

Bermuda insurance industry, in
conjunction with the Bermuda
government, will sponsor the "Ber-
muda Insurance Symposium" May
25-28,1993.

Thirty-two speakers already are
confirmed to address the insurance

symposium here, the theme of
which is "Bermuda-The Alterna-

tive Risk Transfer Capital of the
World."

Among the topics to be ad-
dressed are insuring catastrophic
losses, how the alternative risk

transfer market will respond to the
problems of the 21st century, fin-
ancing the working layer, captive
innovations, fronting insurance
programs, rent-a-captive pro-
grams, alternative dispute resolu-
tion mechanisms and financial re-

Insurance.

Business Insurance is the offi-

cial publication of the Bermuda
Insurance Symposium.

"As the publication that has re-

ported extensively on the develop-
ment of the insurance business in

Bermuda, we are delighted to be
the official publication of the Ber-
muda Insurance Symposium," said
Business Insurance Publisher and

Editorial Director Kathryn J.
Mcintyre.

Ms. Mcintyre will moderate a
panel of four Business Insurance

Risk Managers of the Year discus-
sing "Financing the Working
Layer."

The panelists are Arnold L. Dav-
enport, vp of risk management at
Marriott Corp.; William L. Mather,
administrator of risk management
at The Gillette Co.; Stephen M.
Wilder, assistant treasurer-risk
management for The Walt Disney
Co.; and Millicent W. Workman,
director-corporate risk manage-
ment at Belz Enterprises.

The symposium, which includes
a trade show, social events and an
optional accompanying-persons
program, will be held at the Mar-

Inside
0 The future of Lloyd's of London depends on the
strength of the market's resolve to change, this week's
editorial says. PAGE 8

1,0 Today's harsh realities may be better than future chal-
lenges at Lloyd's, a member says. PAGE 39

a# UNI Storebrand A/S goes bust in the aftermath of the
Skandia takeover attempt. PAGE 63

800 London insurers tally their losses after the sinking of
the cruise liner Royal Pacific. PAGE 63

;00 The largest U.S. maker of hydraulic cranes agrees to
pay $2 million to settle a suit by the family of a worker
killed in a 1987 crane accident. PAGE 66

a,0 Oklahoma's state fund will raise workers comp rates
17.6% this week. PAGE 68

Departments

riott Castle Harbour Resort in

Tucker's Town. The registration fee
is $895.

The committee organizing the
symposium is chaired by Robin
Spencer-Arscott, chairman and
chief executive officer of Rollins

Burdick Hunter (Bermuda) Ltd.
The symposium organizing com-
mittee's members are Jonathan

Crawley, president of Sphere
Drake Underwriting Management
(Bermuda) Ltd.; Arthur Price, dep-
uty manager-international for the
Bank of Butterfield; William J.
Loschert, executive vp-under-
writing for A.C.E. Insurance Co.
Ltd.; and Robert J. Rosser, vp of
Skandia International Risk Man-

agement Ltd.
For more information on the

symposium, contact Suzie McKee-
gan, Project Coordinator, Bermuda
Insurance Symposium, 73 Front
St., Penthouse, P.O. Box HM 1366,
Hamilton HM FX, Bermuda; 809-
292-6386 or fax 809-292-6990. m
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Spotlight report

Lloyd's
maps new
course

for future
of market

Many hop e
widespread
changes
in 1993

will bring
a return

of profits
and morale

OUS676€6-6 1766UTURCe, AUgUSL 01,1334 / 0

Photo by Paul Grover

Lloyd's of London Chairman David Coleridge meets the press on the steps of Lloyd's, after concluding a grueling
annual general meeting at which he fielded questions about the state of the market from angry members.

By STACY SHAPIRO

A
mid the darkest hours in the long
history of Lloyd's of London
comes the dawning of radical
changes in an attempt to ensure
the market's survival.

Burdened with as much as 4.5

billion pounds ($8.6 billion) in expected
losses from the 1988 through 1991 under-
writing years, Lloyd's is implementing sig-
nificant changes to restore the confidence
of its members.

Lloyd's hopes to halt the slide in the mar-
ket's capacity to 10.05 billion pounds ($18.79
billion at appropriate exchange rate) this
year, from 11.06 billion pounds ($21.35
billion) in 1991. Capacity is expected to tum-
ble to between 8.5 billion and 9 billion

pounds next year ($16.49 billion to $17.46
billion).

Lloyd's will reach a crisis point if the mar-
ket's capacity falls below 7 billion pounds
($13.58 billion), observers say, because the
members remaining in the market-and the
profits the market could produce-would not
be great enough to sustain past-year losses.

At the same time members are being asked

to pay massive losses, Lloyd's has imposed a

special levy on its entire membership to
pump up the Central Fund to pass a gov-
ernment-required solvency test next month.

Significant changes-and hopefully morale
boosters-that take effect in 1993 have been

recommended by three major repo£ts on
Lloyd's that have been published since Jan-
uary: the massive report by a task force
headed by David Rowland; a report on the
so-called LMX spiral by a committee chaired
by Sir David Walker; and a study on Lloyd's
governing structure by a panel chaired by Sir
Jeremy Morse.

"I believe the whole of Lloyd's future has
been mapped out,'' summed up Lloyd's
Chairman David Coleridge. "It's done."

The changes that will be made Jan. 1 in-
clude:

• A new triumvirate of committees that

will govern Lloyd's (BI, July 6).
The three committees include the Council

of Lloyd's, which by 1995 will be reduced to
16 members from its current size of 28. In

addition to the council, which will continue

to be Lloyd's top governing body, there will
be a Market Board, which will oversee busi-

ness development, and a Regulatory Board,
which will enforce Lloyd's system of
self-regulation.

Munich Re retains No. 1 spot
But Swiss Re's gains narrow the gap with German reinsurer

! Munich Reinsurance Co. again tops the fourth
annual Business Insurance ranking of the world's

i largest reinsurance companies with $6.72 billion
] in net reinsurance premiums written.
i But second-ranked Swiss Re Group closed the
: gap somewhat, reporting net reinsurance premi-

ums of $5.75 billion.
In 1991, Munich, Germany-based Munich Re re-

ported $7.34 billion in net reinsurance premi-
ums written, while Swiss Re of Zurich, Switzer-
land, wrote $4.82 billion.

More than $3 billion separates Swiss Re and
third-ranked Employers Reinsurance Group. The
Overland Park, Kan.-based reinsurer wrote $2.61

billion in net premiums in 1991.
Together, the three companies account for

41.2% of the $36.6 billion in net reinsurance pre-
miums written by the 20 largest reinsurers.

U.S. and German reinsurance companies con-
tinue to dominate the rankings. Combined, the

I five German and five U.S: companies wrote net
reinsurance premiums of $19.73 billion, account-
ing for 53.9% of the Top 20's total volume. The
three Japanese companies in the ranking together
wrote $2.23 billion, or 6.1% of the total.

Business Insurance does not include Lloyd's of

London in its ranking of the world's largest rein-
surers. However, Lloyd's would rank among the
top reinsurers based on $9.93 billion in gross rein-

surance premiums written in 1990, including rein-
surance premiums paid by Lloyd's syndicates to
other syndicates. Lloyd's could not provide net
premium figures.

Even if inter-syndicate reinsurance is excluded,
Lloyd's $7.29 billion in gross reinsurance volume
would rank it among the largest reinsurers.

Financial reinsurer Centre Reinsurance Co. of

Bermuda also is not included in the ranking be-
cause it accounts for premiums paid for reinsur-
ance to cover prior underwriting years on its bal-
ance sheet and not as premiums written.

Business Insurance ranks the 20 largest rein-
surers based on the most current available re-

ports of consolidated worldwide net reinsurance
premiums written, including both property/ca-
sualty and life/health reinsurance. The companies
responded to a BI questionnaire.

More detailed financial information on these

reinsurers, comments from their key executives
on the state of the global market and an explana-
tion of how the companies were ranked begins
on page 53.

And, a profile of the world's oldest operating
reinsurance company, Germany's Cologne Rein-
surance Co., appears on page 55.

The fourth annual Business Insurance directory
of the leading reinsurers worldwide begins on
page 57. •

A new chief executive will sit on the Mar-

ket Board.

The Regulatory Board will be chaired by a
nominated non-Lloyd's Council member and
will include a Head of Regulation. Both the
chief executive and the Head of Regulation
will be a member of the the council.

• A full-time, handsomely paid Lloyd's
chairman to head the council and the Mar-

ket Board. This new post is expected to be
filled by Mr. Rowland, currently chairman of
Sedgwick Group P.L.C.

• New regulations to better govern under-
writing practices.

These measures should also reduce the

amount of inter-syndicate reinsurance and
force syndicates to calculate a risk/reward
ratio for the business they write. That will
help members better choose which syndi-
cates to join.

• New measures by all underwriting
agents to cut costs and enact a list of mem-
bers' rights, including holding annual gen-
eral syndicate meetings open to members.

• An attempt to close the 97 underwriting
years left open by 52 syndicates for 1988 and
prior years through Lloyd's-owned insurance
company CentreWrite Ltd.

Continued on next page

World's largest reinsurers
All amounts in thousand of dollars

Net

": reinsurance

.s£«,s,; ,,i,j*E*,:,4,:M„S,f, -<,2.„:64.4„, premiums ·
Reinsurers ,,;**k**1*4'5 //**, ,'. written 1991

i Munich Reinsurance Co. $6,722,322 i

Swiss Re Group                                                                "':' I \"·'/..  : , : 5,746,410
1 Employers Reinsurance Group 2,619,086 i

Assicurazioni Generali S.p.A. .-An s«*E>. .:> 61<,c·,Ss 2,488,913
i General Reinsurance Co. 2,249,100 1

Cologne Reinsurance Co. .,;*,e ffs, 1.,44:,.41,ysw,, , .f' 1,966,439
2 Hannover/Eisen & Stahl Reinsurance Co. 1,771,929 a

SCOR S.A. - -        1,595,944
Mercantile & General Reinsurance Co. RL.C. 1,578,933 i

Skandia Group .. <,:'M:*·s., .4, :'j,· ' -9.: '' « «"'*1 1,363,357
1 Gerling Global Reinsurance Group 1,134,835 i

Netherlands Reinsurance Group „s. , , ,,,,»„. , ,«.,„g + 998,278

# Tokio Marine & Fire Insurance Co. Ltd. 943,011 ,

Frankona Reinsurance Co. ..=0*44 4 ,, :7», pki . 924,970
E American Re-Insurance Co. 901,743,

Winterlhur Swiss Insurance Co. ,.869,896
i Prudential Reinsurance Co. 776,109,

Berkshire Hathaway Reinsurance Division y. : .: r H , wry 667,035
r The Toa Fire & Marine Reinsurance Co. Ltd. 651,446 i

The Yasuda Fire & Marine Insurance Co. Ud. 4 .«»:i,» s, 634,164
i TOTAL $36,603,920 i
Source: 8/ survey

GRAPHIC BY JOHN HALL
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Spolight report

Lloyd's changes
Continued from previous page

Someday, CentreWrite may run
off all of the "old" Lloyd's busi-
ness, including all of the 162 un-
derwriting years currently still open
(see story, page 43).

At the start of the new year,
Lloyd's also will put into effect a
new high-level stop-loss scheme,
designed to cap members' future
losses at 80% of their combined al-

located capacity in any one under-
writing year over a four-year pe-
riod.

However, each Lloyd's member
will continue to have unlimited lia-

bility for losses should the stop-loss
fund be depleted.

Lloyd's is also working on other
projects to secure the market's fu-
ture, including the introduction Of:

• Corporate capital into the mar-
ket to increase Lloyd's flagging cap-

ital base (see story, page 16).
• The Members Agency Pooling

Arrangement, which resembles a
mutual fund, whereby individual
members can participate in the re-
sults of a pool of syndicates. This
arrangement would guarantee that
each member is placed on an equi-
table spread of syndicates.

• An arbitration system to tackle
the slew of litigation between mem-
bers and members agents (see story,
page 49).

Implementing the changes '4.0 1WLU

take time, take hard work, take dis-
cussion on some parts. But mainly
the whole scene has been set," Mr.
Coleridge said.

This has been "a tough, miser-
able year," with Lloyd's reporting
a record loss of 2.06 billion pounds
($3.85 billion at applicable exchange
rages) for 1989 and some members
facing bankruptcy, Mr. Coleridge
observed. The 1989 loss, announced

this year under Lloyd's three-year
accounting system, came on top of a
509.7 million pound ($983 7 million)
loss in 1988.

And, Lloyd's next year will re-
port a loss for the 1990 undenvriting
year, "which I expect will cause
more misery," he said. Observers
expect the 1990 losses to reach 1.1
billion pounds ($2.12 billion), while
a 750 million pound ($1.4 billion)
loss has been predicted for 1991.

Lloyd's officials have said they
believe the market will be back in

the black in 1992, but those fore-
casts were made before Hurricane
Andrew devastated Florida and the
Gulf Coast last week.

"The actual future of Lloyd's has
been decided-in policy, governance
and changes in the way we conduct
business," said Mr. Coleridge earlier
this month. "And there's no doubt

that the underwriting results will
improve, because the whole of the
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insurance market is making major
efforts to do better."

Rate increases will accelerate in

1993 and beyond, Mr. Coleridge
predicts. "That coupled with the
changes we're making in our whole
structure-and other things-all are
going to produce a better picture, a
far-better picture."

Most Lloyd's executives feel that
the main ingredient to guarantee
Lloyd's future is a return to profit-
ability, which will restore the confi-
dence of its beleaguered members.

"If we get through the wind sea-
son between now and Christmas

without any significant catastro-
phes, then I think 1992 is going to
look like a good year," Malcolm
Mackenzie, chairman of Lloyd's Un-
derwriting Agents Assn., said before
Hurricane Andrew hit Florida.

Some contend that Lloyd's future
could be in "the red zone" if mem-

bers continue to withdraw and ca-
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pacity falls below 7 billion pounds
($13.58 billion).

"I don't know whether that's right
or not," said Mr. Mackenzie, man-
aging director of D.P. Mann Under-
writing Agency Ltd. "If we're left
with 30 strong syndicates with 7
billion pounds in capacity, the mar-
ket can probably be sustained at
that level. On the other hand, if you
have the same number of syndicates
as you have now-279-then maybe
you'd have a problem.

"Personally I don't believe it will
go that low," said Mr. Mackenzie,
who has made a bet that Lloyd's
1993 capacity will be closer to 9
billion pounds ($17.46 billion). "If
that's the case, I think we'll be OK"

"What's important is Lloyd's
making profits," added Sir Peter
Miller, a former Lloyd's chairman.

"We can not afford another loss

period the likes of which we had in
1988, 1989 and 1990," said John
Westcott, chairman of Lloyd's Avia-
tion Underwriting Assn. "If we do,
we will lose the support of too many
names."

"There is no doubt that we must

have a more profitable insurance
market," added Alan Colls, chair-
man of the Lloyd's Insurance Bro-

Contmued on page 6

How to convert

Lloyd's results
into US. dollars

LONDON-It is never easy
converting foreign currency
into U.S. dollars, but currency
conversion gets even more
complicated when dealing
with Lloyd's of London.

Due primarily to the special
nature of Lloyd's three-year
accounting system, one simply
cannot use the corresponding
year-end exchange rate to
convert Lloyd's results into
dollars.

To convert its results,
Lloyd's uses the exchange rate
at the end of the year in which
the underwriting year ac-
tually closes. For example,
since the 1989 underwriting
year closed on Dec. 31, 1991,
Lloyd's uses the year-end
1991 exchange rate of $1.87 to
convert its 1989 results from

pounds to dollars.
For underwriting years that

have not yet closed, Lloyd's
uses the exchange rate at the
end of the underwriting year
itself. For example, to convert
results from the not-yet-
closed 1990 underwriting
year, Lloyd's uses the year-
end 1990 exchange rate of
$1.93.

When the 1990 under-

writing year closes at the end
of this year, Lloyd's will then
use the year-end 1992 ex-
change rate to convert its
1990 results.

To determine the annual

gross allocated capacity in
terms of dollars, Lloyd's uses
the exchange rate at the end
of the preceding year, which
is when the capacity is ac-
tually set. For example, to
calculate syndicates' 1992 ca-
pacity, Lloyd's uses the year-
end 1991 exchange rate of
$1.87 to convert pounds into
dollars. Under this formula,
1992 gross capacity of 10.05
billion pounds is $18.79
billion.

Throughout this special re-
port on Lloyd's of London,
Business Insurance follows

Lloyd's currency exchange
practices.



Ifhecantdothejob, itcouldbeyourfault
He meets the job qualifications.

The question is: Does your company
meet the employment requirements
under the Americans with Disabilities
Act?

On September 24th, Wausau
Insurance is holding a national satel-
lite conference so Wausau customers

and other interested companies can
gain insight on the employment
perspective of the Americans with

Disabilities Act. A panel of experts
will discuss compliance with the law
and how it may impact workers com-
pensation.

Forty sites across the country will
receive the satellite conference.

Businesses and other organizations
with satellite access can receive it at
their own locations.

The Americans with Disabilities
Act is law This satellite conference is
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a way to understand the employment
perspective of it.

Free Satellite Conference

"The Americans
with Disabilities Act"

September 24
For registration information call

1 800 685-3240*

A+ (Superior) A.M. Best Rating

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group
*Please respond by September 4, 1992. Cali during business hours. Seating is limited. Reservations wil be handled on a first come, first served basis.



Spotlight report

Lloyd's future Largest Lloyd's syndicates
Continued from page 4
kers Committee "Although our duty A- Based on 1992 gross allocated capacity in millions of pounds

is to get the best terms for our 1992 1989

chents, we must also ensure that Syndicate Managing agency Underwriter Capacity Profit 4

we are placing their business in a
secure market " Manne 488 Charman Underwnting Agencies Ltd f- 4..2*R Charman £207.9 $3888 1 £78"f' $146

One way to improve profitabil- Marine 418 Merrett Underwriting Agency Management Ltd S,R Merrett 193 1 361 1 11 20 
ity 15 to reduce the costs of plac- Non-marine 362 Murray Lawrence & Partners Ltd « R.J R Keeling 1743 325 9 12.5 23-4 
ing business in Lloyd's, said Mr
Colls, chairman of Lloyd's broker

Marine 79 Janson Green Ltd JR L Youell 150 1 2807 (12) (22)

Nicholson Chamberlain Colls Ltd Marine 861 Alston Brockbank Agencies Ltd M E BrocRbank - 1445 2702 21 %1*Mrs 9/f
1.1¥¥

For that reason, the LIBC has hired Marine 406 Wellington Underwriting Agencies Ltd 1 C Agnew 1444 270 0 (30 4) (569) 1
consultant Booz Allen & Hamilton

-

-Ngoematine 210...0 7"Sturne Non-marine Syndicate Management Ltd A J Lee 142 *.44265 7 da 4,„(13.96 -,(24 3) 1
to review the cost to brokers of i
operating in the Lloyd's market 1_ Non-marine 510 R J Kiln & Co Ltd G D Gilchrist 1392 260 3 53 99 1

"When they complete their re- Marine 282 M J Marchant Underwrlt,ng Etd - '19*|8E13EU«4argt!5,3 --1 -3131 9 2467 ,.A**Ii*38)Z-*271)

view, we will be able to quantify Non-marine 33 Hiscox Syndicates Ltd 1 N Thompson ,1295 z,>, 242.1 , N'4"97 181-'=
the actual cost of domg business Marine 483 Methuen (Lloyd's Underwriting Agents) Ltd
and then work from there to re-

PA Chandler - -r,3 235-0 '1100)'15-D87) _-1

duce our costs," he said "If we  _ 3/'*r_979 Cuthbert Heath Underwriting Ltd D A Wiley 125 1 ;#y 233 9 86 161 
combine our own research with that Marine 40 Murray Lawrence & Partners Ud A P Bart,eet 109 0 *®'* 203 8 " 41

S'- DMW Farley-of the underwnters, we will be able Motor 330 Sturge Motor Personal Risks Ltd 1037 143 9 06

to amve at a blueprmt of how all of Non-manne 386 * Janson Green Ltd {4 -**li R J Wallace, 109,0 203 8 180 337 *
the London nnarket should look m

h

10 years' time" Non-marine 190' Cater Allen Syndicate Management Ltd R D Hazell 101 9 1906 (21 7) (40 6) 4

One way to cut costs would be Aviation 960 - Sturge Aviation Syndicate Management Ltd.E Beagiey1006*1870 132624-90
for Lloyd's, the London Under- Marine 735 Wren Underwriting Agencies Ltd A P Jackson 986 1844 (17) (32) __1
wnting Centre and the Institute of Motor 218 #.m. Christopherson Heath Ltd 35#4%
London Undemvilters to operate in

DRHeath 1 97.4 1L,182 1:i 8 7-AILT-
one building rather than m three, Non-manne 1007 Spreckley Villers Hunt & Co Ltd C.W Spreckley 85 0 1589 46 86

accordmg to Mr Colls "We simply 1 Mr Hazell was succeeded by John Wetherell on July 1,1989 account remains open
can't afford to have three operatmg
buildings"

Source Lloyds of london

Bringing all three markets mto
GRAPHIC BY/KIMBERLY MAR-

one building could help attract cor- ($385 bnlion) loss that Lloyd's ac- Humcane Hugo in 1989 or the Eu- • Syndicates 290 and 298, for- these long-tail habihty losses, 577 7
porate capital into the Lloyd's mar- tually reported ropean windstorms m 1990 While merly managed by Gooda Walker milhon pounds ($1 05 bilhon) was
ket "After all, what is Lloyd's? It's a Most of the losses Lloyd's sus- the Insured damaged incurred by Ltd, whose combmed 1989 losses added to reserves for 1988
building If you bnng insurance talned in 1988, 1989 and 1990- Andrew w111 be larger than claims total 385 2 milhon pounds ($720 3 The ALM notes that the worst
companies into Lloyd's, you have whose results will be reported next spawned by either of those two ca- milhon) of the pollution losses for Lloyd's

corporate capital it is the capacity year-stem from now-defunct syn- tastrophes, U S. property catastro- To date, membens on seven Gooda syndicates may not be over The
of the whole London market that 15 dicates sperializing in London mar- phe reinsurance premiums have Walker syndicates have been asked 'rillmghast division of Towers, Per-
important," said Mr Colls ket excess-of-loss reinsurance. They jumped 100% slnce 1989 and losses to pay a staggering 6822 million rin pointed out that m December

The current crisis at Lloyd's were battered by an unprecedented unll be spread over a wider area of pounds ($13 billion) in cash calls on 1990, the worldwide insurance in-
began in June 1991 when it an- series of man-made and natural ca- the market because of the demise of policies written in the still-open dustry's exposure to U.S pollution
nounced a then-record global loss tastrophes totahng $448 bdhon m the LMX splral years of 1983 to 1990 losses ranged from a low of $41

of 509 7 milhon pounds ($983 7 rml- insured damage between 1989 and In particular, five defunct LMX Gross paid claims from the Gooda bilhon to a high of $1 07 trilhon
hon) for 1988 That compared with 1991, according to Swiss Reinsur- syndicates accounted for one-third Walker syndicates total 900 milhon "We don't know what the ulti-
profits of 509 2 million pounds ance Co (BI, Aug 3, Sept 23, 1991; of Lloyd's total losses in 1989, ac- pounds ($1.7 bilhon) (BI, July 6, mate cost of pollution is. and there
($819 8 milhon) in 1987 Sept 2, 1991) cor(ling to the Assn of Lloyd's 1992) is a hmit for how much you can set

At the time, Lloyd's also predicted Last week, nervous Lloyd's un- Members. This means most of the • Syndicates 540 and 847, for- aside in reserves for certainty,"
that the 1989 global loss would be 1 derwnters predicted the market losses are hittlng a "mzable mmor- merly managed by Feltrim Under- pointed out Stephen Merrett, chair-
billion pounds ($1 87 billion), or would fare better in the wake of ity of names," said the AIM wnhng Agencies Ltd, whose com- man of the Lloyd's Underwnters'
only half of the 2 06 bilhon pound Humcane Andrew than it had after The hard-hit LMX syndicates are bmed net losses for 1989 total nearly Assn It wtll be "easier to cope" with300 milhon pounds ($577 5 million) worse than prolected pollution

Between the still open years of 1987 claims development if Lloyd's ca-
to 1990, the syndicates' net losses pacity increases, he admitted
could reach 686 4 milhon pounds "One of the biggest, darkest
($1 3 bilhon) clouds (over Lloyd's future) 15 the

The Third Annual World Captive Forum Cash calls totaling 225 million way in which pollution wlll unfold,"
pounds ($433.1 million) have al- added Andrew Duguid, head of
ready been made on the Feltriin market services at Lloyd's That
syndicate members In the mean- holds true for the U S. insurance
time, the Feltrim members are Industry as well as for Lloyd's, he

Tillingnast, Skandta Amenca Group and awaiting the September publication noted
SINSER are jointly sponsoring the of Lloyd's first major loss review- The combination of LMX losses

Third Annual World Captive Forum, an chaired by Sir Patnck Neill--to find and reserve increases for long-tail
out if there are any grounds for htl- hability losses has led to a major

international conference focused spe- gation to recover some of thls money contraction Jn Lloyd's capacity and
cifically on captive insurance and its role as (BI, Aug 17) a loss of confidence by many of the

fl,vi# a global nsk-financing tool for the '905 • Syndicate 255, managed by members who have remained in the
rj:,mi and beyond.

Rose Thomson Young (Under- market
writing) Ltd, with 1989 losses to- Seventy-nine syndicates stopped

 The conference will feature thought-
tallng 634 milhon pounds ($118 6 underwntmg as of Jan 1, 1992, in-
m1111on), more than twlce its capac- cluding some of the market's major

4 provoking presentations by captive ity of 27 8 milhon pounds ($52 m,1- players, like synchcate 367, managed
owners and users from around the world hon) by FLP Secretan & Co Ltd, which

These LMX losses gave rise to was Lloyd's 19th largest in terms of
November 841,1992 and include detailed technical discussions

by prominent experts from the captive
accusations by disgruntled members capacity m 1991 As a result, the

The Waldod Astoria
and politicians in Parhament that number of syndicates dropped to

servicing industries Global rtsk manage- "insiders" benefited from Lloyd's 279 from 354 last year

New York, New York ment strategies for the c,oming decade are while "outsiders" were stuck with Only 200 syndicates hkely will re-

the conference's pnncipal topics. huge losses main in 1993, providing an esti-
Lloyd's responded by establtsh- mated capacity of between 85

ing the committee headed by Sir billion and 9 billion pounds-"aFor immediate information and registration David Walker, recently retired good cull" Mr. Coleridge predicts
Sponsored by form, via fax, Call l (800) 227-5638 ext 198 and chairman of the Bntish Securities The total number of active mem-

have your fax number ready and Exchange Commission His re- bers has plummeted to 22,259 tlus

---SIMS¢D_
port cnticized the current Council year from a high of 32,433 in 1989

SCANDINAYIAN INSURANCE SERVICES LTD
Organized by of Lloyd's for lax regulation of the There are an additional 10,543

market that resulted in huge LMX members who are not underwribng
/0\ SKANDIA AMERICA GROUP

losses However, the Walker report but cannot leave Lloyd's because
did not find any fraudulent activity they are on open syndicates

Tillinghast by market insiders (BI, July 6) There are now 83 members

Tittillgbast The losses suffered by the LMX agents, of which 13 control 48%,
syndicates between 1988 and 1990 or 4 72 bilhon pounds ($8 83 bilhon),

Albwers Pernn Company are in addition to the nsing amount of the 9 83 billion pounds ($18 38
of asbestos and pollution losses bilhon) In capacity that has been al-
streaming into Lloyd's Syndicate located to various syndicates this
reserves for prior years were year
strengthened by 3956 million There are 114 managing agents
pounds ($739 8 million) for 1989 for Cont:nued on page 10
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Opinions

Change is Lloyd's life force
HANGE IS IN THE wind at Lloyd's of London.But whether this change can withstand the hurri-
cane that demolished portions of Florida and Louisiana

last week-as well as scores of other challenges-re-
mains to be seen.

The prospect that Lloyd's, the world's oldest and
most hallowed insurance market, could be driven out

of business is virtually incomprehensible on the sur-
face. We're talking about the Lloyd's that insured Betty
Grable's legs and Jim MeMahon's arm, the Lloyd's that

insures luxury liners, jumbo jets and turbo trains.
However, the threat is real: Lloyd's could indeed

fail. If its members continue to defect and capacity
drops precipitously, there is no way that the mem-
bers who want to stick it out can cover the mar-

ket's operating costs and pay the billions of dollars

that Lloyd's owes for past claims.

Lloyd's problems are many. Members facing huge
losses point their fingers at the LMX spiral, the greed
of some underwriters and the incompetency of others, a
paucity of government regulation, Lloyd's singular sys-
tem of unlimited liability, etc. And while all of these
factors, and many more, can be singled out as contri-
buting to the crisis at Lloyd's, its fundamental problem
is little different from that facing any other insurer:
Lloyd's must find a way to ensure a profit to those who
furnish its capital, whether they be individuals or, as
could be the case in several years, corporations.

To do this, Lloyd's must look ahead, not behind.
The market's 300 years of tradition are not worth a
penny if it continues to generate billions of dollars
in losses each year.

While Lloyd's has done a commendable job of plot-
ting its future course this year, it hasn't been easy be-
cause Lloyd's is constantly being reminded of the trou-
bled past. Dissident members continue to deny
responsibility for their losses-losses they agreed to
pay when they joined Lloyd's-in the courts, in Parlia-
ment and in the media. Their battle to avoid their lia-

bility may benefit them in the short run, but the effort
could be the final nail in Lloyd's coffin. Lloyd's has
first and foremost promised its policyholders uncon-
tested security, although no one could blame a risk
manager for no longer taking that promise seriously.

It's hard to say whether the program of reforms
approved by the current Lloyd's council can save
Lloyd's from destroying itself. That's because all of
the changes that Lloyd's has adopted will not mean
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a thing if underwriters, brokers and others in the
market lack the resolve to go back to Lloyd's basics:
offering innovative ways to finance policyholders' risks
at a fair-but adequate-premium.

We believe two of the changes that Lloyd's has
adopted will help it return to its roots. The appoint-
ment of a full-time, adequately compensated chairman
of Lloyd's is long overdue. And, the establishment of a
Market Board to oversee the development of Lloyd's
business makes good sense. The current Council of
Lloyd's has a myriad of responsibilities; we wonder if
business development is often at the top of its agenda.

And paying attention to business has never been
so important. Lloyd's officials have been promising
that the market would reverse four years of red ink
with a profit in 1992. That profit could have been
blown out the window by Hurricane Andrew, and
with it could follow thousands of Lloyd's members
who so far have remained faithful to the market but

who may no longer be able to afford to wait for
Lloyd's fortunes to turn around.

We sincerely hope that will not happen. Despite
the magnitude of its problems, Lloyd's still fills a
singular role in the worldwide insurance market. To
continue to hold this position, Lloyd's must ride the
winds of change and not look back.

Letters

Employers must create flexibility for families
To the editor: I read with interest the

letter concerning "Fairness vs. Family
Benefits" in the July 20 issue. I must agree
with a portion of Carol L. Lloyd's letter.
However, as a human resources profes-
sional and the mother of three, my per-
spective is a bit different.

I agree it is not my employer's responsi-
bility to raise my children. And it is cer-
tainly not the responsibility of the federal,
state or local governments to take care of
my children. I am hesitant to support pa-
rental benefits legislation that would
increase tax burdens and open another
can of worms about parental responsibility

Business Insurance wetcomes let-

ters from its readers. Please keep
your comments as brief as possi-
ble. We reserve the right to edit
letters for darity or space. We witt
not publish unsigned letters. Send
your comments to Letters to the
Editor, Business Insurance, 740 N.
Rush St., Chicago, Itt., 60611-2590.

and choice.

It is, however, the responsibility of my
employer to make it possible for me to
take care of my children by designing
benefit plans that are flexible enough to
meet the changing needs of all employees.
Fortunately, I have a position in which I
have been able to influence the time-off

benefits offered by the university at which
I am employed. Our plan provides the same
time-off benefits to all employees based on

Join the club' for workers comp reform

their employment category, but with the
individual flexibility-and responsibility-
of using those benefits to meet their family,
personal or professional needs.

I challenge other employers to think
creatively about their benefit plan pack-
ages.

Denise A.T. Kriebel
Director of Human Resources Services

Anderson University
Anderson, Ind.

To the editor: You're never too old to

join the Mickey Mouse Club!
Thank you for highlighting the efforts

taken by The Walt Disney Co. to reform
the California workers compensation sys-
tem (BI, July 20). You said it best in your
editorial: "Any company with employees
in California that doesn't join this effort
has no right to complain about rising
workers compensation costs in California."

Everyone complains about the workers
compensation mess, but how many have
actually written letters to their elected rep-

resentatives? Workers compensation is our
livelihood, and we sit and watch the fraud,
abuse, doctors, lawyers and legislators turn
our workers compensation system into a
"Looney Tune."

Our system is understood best by those
of us who work with it every day. Legis-
lators only know what they are told. Join
the Mickey Mouse Club and help save our
businesses, ozir economy and our jobs.

Anthony J. D'Asaro
Andreini & Co.

Orange, Calif.
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YOU MAY BE SURPRISED
WHAT'S BEHIND YOUR

REINSURANCE COVE RAGE

All too often the answer is-not enough.
Truth is, not having a secure reinsurer can lead

to some unfortunate consequences. Like claims
payment delays. Uncollectible reinsurance.
Inconsistent underwriting. And very unhappy
clients.

CIGNA Reinsurance Company can provide
the security you need. We're part of a world-
wide professional reinsurance network that is
responsive to both the treaty and facultative
marketplaces.

Our underwriting staff is committed to the
highest standards of excellence. And, our

knowledge and extensive experience in both
the reinsurance and primary markets enable us
to respond appropriately to the needs of inter-
mediaries and client companies.

We have the capacity and technical exper-
tise to assume substantial risk, the commitment

to deliver top quality service, and, most impor-
tantly, the financial stability of one of the world's
largest financial services organizations that's
been delivering on its promises for 200 years.

After all, if there's nothing behind your reinsur-
ance coverage, there% probably no future in
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Spotlightreport--

Lloyd's future tions were later approved Mr Shaw also would hke to see central bailout plan for all mem-
This criticism gave rise to a mara- the Lloyd's hierarchy exert more bers facing losses earher thls year

Continued from page 6 A polishedthon six-hour annual general meet- control over the business written in However, the 1989 losses were so
at Lloyd's this year mg m June led by Mr Colendge the Lloyd's market "Lloyd's takes great that a special levy of 5% of

Exacerbating the concerns about Disgruntled members then called for the new that they have no respon- members' premium income for the
the drop in capacity, distraught a four-hour extraordinary general sibility for (regulating) the busin- 1990 to 1992 underwnting years had

insider
Lloyd's members have spent the meeting, held in late July, which led esses in Lloyd's I disagree," said to be called by July 31 Just to boost
year attackmg the Lloyd's chairman to a vote of confidence m the coun- Mr Shaw, chairman of conglomer- the Central Fund by 500 million
and the Council of Lloyd's They cil among all members Ballots were ate Tate & Lyle PLC pounds ($970 million) to 1 bilhon illing to
also have been trying-o far unsuc- belng counted late last week Underwriters use the name pounds ($1 94 bilhon) in order for
cessfully-to convince courts to bar A sllent malonty of members who "Lloyd's" on their policies, Mr Lloyd's to pass its solvency test
Lloyd's from drawing down on their either made a proht or suffered only Shaw said, and "in the end it is "There was a chance" for a bai- take a shot
membership deposits to pay losses a small loss m 1989 continue to sup- Lloyd's who guarantees the finan- lout plan, he said "But once the size

The council has also been at- port the market, Mr Colendge be- cial performance of those pohnes " of the 1989 losses was known, we Trials, dissensiontacked by worlang members in the lieves "But the silent majority are If the underwriters don't like had to make sure that Lloyd's was
market for bunglmg reform of the so silent they just sit there " Lloyd's rules, "they can go some- solvent We can't ask for an adch-
govermng structure earher this year While the Assn of Lloyd's Mem- where else," he said bonal 350 nrlhon pounds ($679 mil-

await Rowland
The council quickly rejected recom- bers has expressed ltS confidence Meanwhile, Mr Colendge has no hon) if we've asked for 500 milhon By STACY SHAPIRO
mendations by Mr Rowland's task in the council, ALM Chalrman Neil regrets for being at Lloyd's helm pounds already It wasn't commer-
force that Lloyd's governing struc- Shaw beheves every council mem- when it suffered its two worst years cially sensible or possible " LONDON-David Rowland's

ture be altered This rejection ber should submit a letter of resig- in its 305-year history-despite the Mr Colendge intends to return appointment as the next chairman
created so much uproar among nation, so Mr Rowland can decide personal attacks, the 100 letters per to Sturge Holdings PLC as its of Lloyd's of London has been a
members that the council estab- which of the current members he day he's signed and the dramatic chairman when he retires as Lloyd's contentious issue in the market
lished a reform committee under Sir wants to retain if he becomes chair- events he has had to announce charman at year end "I wtll rehsh Many people praise the current
Jeremy Morse, whose recommenda- man, as expected, next year Mr Colendge tried to devise a the free time," he said • Council of Lloyd's for choosing Mr

Rowland, who lS chairman of
Sedgwick Group PLC and
headed an important task force
that studied reform of the mar-

ketplace (BI, Jan 20)
Supporters believe his commu-

nication and leadership slalls wlll
F

be an advantage to the market as
/ ,4 43/ he serves as the first full-time, paid

chairman of Lloyd's
Many others, however, want a

4,- , , chairman who has no affiliation

' 11!ifY . ' r--

with the Lloyd's, either as a broker
14 or an underwriter

7{

One of Mr Rowland's admirers,

Andrew Duguid, head of market
'..

,d *t j services at Lloyd's and a mem-
ber of the task force, points out
that Mr Rowland "has enormous

experience in the Insurance indus-
-

9
I -..4,/.k - try "

- As head of the task force, he
-r.v-% r·*r. "r' - --- was "a very good chairman of a

50;
group of people whose views were
not the same," Mr Duguid added

"I'm sure he'll do a first-class

job," said Lloyd's current chair-

From two great financial centres man, David Colendge, who added
that it was difficult to find anyone
who wanted the Job "He's very
good with the press, and the job is

very political at the moment I
think that he's an excellent person
to do it, and I think he'11 get good

4*21: 5 4 support Some people don't want
D 'm , S e, '' All hun, but some people don't want

anyone "
To others in the market, Mr

'r

Rowland is a poor choice.M

"We believe that Mr Rowland
A' '11:-3 - -in- is unsuitable (as chairman) because

"he is an insider, said Tom Benyon,
t

chief executive of the Society of
..€

11, ' ... 11'' 4* B '1 i 7 Names, refemng to Mr Rowland's
past membership on the council
The Society of Names does not

' I. Y
have an alternative candidate, be-
cause it believes that it should be

up to the Bank of England or the
president of the Board of Trade,
Michael Heseltine, to make thatSt. Paul Reinsurance Management Corporation of New York appointment, said Mr Benyon

and St. Paul Reinsurance Company Limited of London
The new chairman should "be

untamted with the problems of the
past," he added

(formerly St. Paul Fire & Marine Insurance Company Limited), Ideally, the chairman should also
be an "mdependent" someone who

now offer the unrivalled service, security, capacity doesn't work at Lloyd's or for a
Lloyd's broker, or someone who

and innovation that is is not a Lloyd's member, accord-
ing to Mr. Benyon

One executive in the Lloyd's
/53/7 ril.'

WinflIED ill" market said, "David Rowland is a
true insider choice, though he lS
not an insider m that he's not an

LONDON NEW YORK underwriter He may not be the
best manager, but we're hiring him
as aPR man "

Meeting the needs of insurance companies and Anyway, the executive pointed

intermediaries throughout the world. out that there is a "dearth of peo-
ple" to take the lob "Anybody
sane woul(in't want the lob," he

195 Broadway, New York, NY 10007 Telephone 212 238-9200 said

52 Lime Street, London EC3M 7BS Telephone 071-488 6262 Answering his entics, Mr Row-
land says that he didn't ask for the
job of Lloyd's chairman "I'm very
proud to have been asked by so

Continued on page 12
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Spotlight report
Rowland

Continued from page 10
many people to do it," he said.

He says he has accepted the role
because he is "intensely proud of
what Lloyd's and the London mar-
ket has stood for" during his life. "I
think it would be tragic to end my
career being offered a chance to
make a contribution to that and

not to have a (stab) at it.
"Of course there will be critics.

I can give you a whole list of per-
sonal criticisms which is probably
twice as long as anybody else's," he
added. "So it would be extraordi-

narily surprising if other people
didn't feel that I had shortcomings."

Mr. Rowland realizes that some

underwriters might feel that "the
life of a broker" is not the proper
background for the new chairman.
"Others may feel the other way
around," he said. "One of the good

things about Lloyd's is that there
should be so many diverse views."

Both the task force he headed

and a committee headed by Sir
Jeremy Morse (BI, July 6; Jan. 27;
Jan. 20)-of which Mr. Rowland
was a member-call for a full-time,
remunerated chairman who is a "se-

nior figure" in the market and
would hold the post for several
years.

The new chairman will head the

Council of Lloyd's and also will
oversee a new Market Board, which
will be in charge of running the
business of Lloyd's

The 1982 Lloyd's Act restricts the
position, however, to working mem-
bers of Lloyd's, which means in(le-
pendent chairmen can't be selected
until Parliament amends the law.

"I would like Lloyd's in the future
to have a leader chosen just to be the
best leader for the time--be he an

insider, worker or outsider. But

we're limited by the act," said Mr.
Rowland. "Secondly, I believe that it
is an underwriting market, and I
think underwriting markets ideally
should be led by underwriters (with)
good experience and knowledge
about the market."

There may be times in the fu-
ture when a broker is the best can-

didate for the post. "Or it may just
be the luck and chance of the per-
son at the time who appears to have
the right characteristics," he said.

The new chairman, "whether he is
a broker, underwriter or bus con-
ductor...must do everything he can
to lead the society in its best inter-
ests."

Mr. Rowland, 59, studied med-
icine at Cambridge University in the
1950s until he realized that he

wasn't very interested in studying
sciences-"and what's more I was
bad at it."

In 1956, following a brief period

*mericans with
Disabilities Act
is in effect now..

in the service, Mr. Rowland began
his professional career at Lloyd's
broker Matthew Wrightson as a
"trainee" broker in its marine divi-
mon.

As a trainee, he did "menial
tasks" that involved a lot of walk-

ing back and forth to Lloyd's under-
writing room. During these trips, it
was "essential" to stop for coffee in
the morning, eat "cheap" lunches
"because we didn't have any
money" and have afternoon tea on
the way back to the office--occa-
sionally stopping at a friend's car to
listen to cricket, he recalled.

One day-four or five years later
when he was in the non-marine di-
vision-Mr. Rowland was invited to
play golf at the exclusive Went-
worth golf course with Stanley Phil-
lips, who eventually became chair-
man of one of the U.K.'s major
credit insurance companies, Trade
Indemnity P.L.C. Knowing nothing

The Home is

taking applications
for coverage now.
The Home has created an innovative
coverage to provide added protection
for lawsuits and administrative proceedings
your clients may need in response to
the new "Americans with Disabilities Act"

The Home is accepting applications
now for companies with 2,500 or fewer
employees. For details, contact any
Home branch office or The Home's

Professional Liability Department -
at (212) 530-6422. ,

r--4

HOME INSURANCE
SPECIALTY LINES DIVISION

Coverage may not be available in all states.

)

about credit insurance, Mr. Rowland
spent the whole day asking Mr.
Phillips about it. When he returned
to the office, Mr. Rowland asked his
bosses whether the company placed
credit insurance.

He was told that it was handled

for the clients of Matthew Wright-
son by the Credit Insurance Assn; a
subsidiary of what is now Hogg
Group P.L.C. "I went to see my
boss. ..and said, This is silly. This is
very good business and we ought to
be doing it. Can I be our credit in-
surance expert?' To his great credit,
he said 'Yes,' " Mr. Rowland said.

As the credit expert, Mr. Row-
land eventually took back the credit
business of Matthew Wrightson-
which was a "vast portfolio of busi-
ness"-from the Credit Insurance

Assn. Together with Hugh Mile, who
was his assistant, "We formed this
unbelievable combination." One of

his accounts led to the company
becoming the main broker for much
of the insurance of Unilever PLC.

Mr. Rowland says credit insur-
ance is a good introduction to in-
surance and business in general
"because it's all about money, trad-
ing (and) risk. You learn a great
deal about how trade is con-
ducted...I learned more from that

about running businesses than from
being a broker at the room at
Lloyd's."

He became a board director in

1964 and a protege of the new man-
aging director, Gordon Henry, who
had been hired by the Wrightson
family to improve company profits.

He became managing director in
1972 and threw himself into build-

ing the company via mergers and
acquisitions. As a result, the 2,700-
person firm became Stewart
Wrightson Holdings P.L.C.

The biggest upheaval of his ca-
reer occurred in 1987, when Mr.
Rowland agreed to sell Stewart
Wrightson to Willis Faber P.L.C.
Hundreds of Stewart Wrightson em-
ployees left the company and in
1988, so did Mr. Rowland, who had
been expected to succeed David
Palmer as chairman of Willis Faber.

To this day, Mr. Rowland defends
his decision to accept Willis Faber's
offer, saying that the price was ex-
cellent because it was at the height
of the stock market boom. The sale

"was the best thing for the share-
holders" of Stewart Wrightson, Mr.
Rowland said.

He contends that he has a good
relationship now with the execu-
tives at Willis Corroon PLC., Willis
Faber's successor company, includ-
ing Chairman Roger Elliott. Mr.
Rowland still holds nearly 28,000
shares of Willis Corroon stock,
though he sold about 40,000 shares
in connection with a divorce.

As Sedgwick's chairman for four
years, Mr. Rowland attempted to
achieve what he did in Stewart

Wrightson: convince people to work
together, talk with each other and
grow as one business. A great be-
liever in communication, Mr. Row-
land conducts executive and em-

ployee meetings and seminars and
tries to be available to answer re-

porters' questions.
He is also very open about him-

self. Even before members started

insisting on a register of interests
of council members, Mr. Rowland
published his in the back of the
task force report. He also admits he
lost 76,000 pounds this year
($147,440 at current exchange rates),
mainly from two open syndicates
managed by Pulbrook Underwiriting
Management Ltd., which was once a
subsidiary of Stewart Wrightson.

He married his second wife, New
Zealander Diana Matthews, last
year while he was on the task force
Mr. Rowland has two children, thre€
grandchildren and three stepchil-
dren. •
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Spotlight report

Capital new idea challenges old order
Would corporate members threaten Lloyd's or save it?

By STACY SHAPIRO

LONDON-Many at Lloyd's of
London see corporate capital as
the best thing since sliced bread.
To others, though, it would be a
recipe for disaster.

Supporters of allowing corpora-
tions to invest at Lloyd's believe it
would help boost the market's
flagging capital base-which next
year could deteriorate to 8.5 billion
to 9 billion pounds ($16.49 billion
to $17.46 billion) from just more
than 11 billion pounds ($20.57
billion) in 1992.

"Corporate capital in some form
is going to be inevitable, whether
we like it or not,- said Malcolm
Mackenzie, junior deputy chair-
man of the Lloyd's Underwriting
Agencies Assn.

"Corporate capital is and will
be essential to Lloyd's future," said
Brian Kellett, chairman of under-
writing agency Kellett (Holdings)
Ltd. and a member of a Lloyd's
committee that is examining the
use of corporate capital. The com-
mittee itself has reached few con-

clusions, he added, "and we still
have open views."

Some market observers, though,
counter that opening the market to

6

5

corporate capital will change the
face of Lloyd's forever-and not
necessarily for the better.

It is naive to see corporate cap-
ital as a panacea, warned Chris
Hitchings, stock analyst for Hoare
Govett Investment Research Ltd.

"If you go that route, you will
change Lloyd's irreversibly and out
of all recognition. Some of those
changes will be positive, but others
will be negative," said Mr. Hitch-
ings.

Corporate capital has become
the latest watchword in Lloyd's.
Earlier this year, a task force sug-
gested that "limited liability capi-
tal be introduced into the market"

to allow Lloyd's capacity to grow
to between 13 billion pounds and
17 billion pounds ($25.22 billion
and $32.98 billion) by 1997 (BI,
Jan. 20).

"The market has to be able to

grow if it is to trade through the
overhang of old years' claims aris-
ing from asbestos and potential
pollution problems," according to
one of the conclusions of the task

force, which was chaired by David
Rowland, who has be tabbed as
the next chairman of Lloyd's (BI,
Aug. 3).

Capital from individuals alone

might not be able to support long-
term growth, the task force con-
cluded. "It is therefore necessary to
begin now to develop the mecha-
nisms for the introduction of lim-

ited liability capital."
One method of increasing eapac-

ity suggested by the task force has
already been implemented: Syndi-
cates are now allowed to increase

their capacity by 25% by buying
quota-share reinsurance. This gives
a syndicate its normal allocated
premium capacity from its mem-
bers, plus another 25% credit for
quota-share reinsurance treaties
with approved reinsurers.

The task force also recom-

mended allowing limited liability
corporate membership over time,
which it concluded would require
an act of Parliament. Lloyd's has
since received a legal opinion that
a new Lloyd's Act would not be re-
quired.

The task force recommended

that corporate members be limited
to insurance companies authorized
with the British Department of
Trade and Industry; have limited

liability; offer fully-paid up capi-
tal; and contribute to the Central
Fund and a high level stop-loss
scheme at the same level as indi-

We see a wor
At The Bank of Bermuda, we do more than see

new opportunities for our clients. We often help to
create them. Our role in the development of the cap.
tive insurance industry is a prime example.

Over 30 years ago, The Bank recognised that
Bermuda's political stability, geographic location and
responsible regulatory environment made it an attrac-
tive alternate business location.

-

vidual members, who would retain
unlimited liability.

While acknowledging the prob-
lems with these recommendations,
many at Lloyd's favor corporate
capital in principle.

U.S. regulators must be satis-
fied that Lloyd's isn't changing its
sole trader status under U.S. se-

curities laws, and corporate inves-
tors must have an exit route, ad-
mitted Mr. Mackenzie of the

LUAA. "It's a tough nut to crack,
but it will be cracked."

"It's desirable over time that we

use corporate membership and it is
in the interest of our names that we

should do so," added Stephen Mer--
rett, chairman of both the Lloyd's
Underwriters Assn. and Merrett

Holdings P.L.C., who served on the
task force.

"The amount of returns required
to attract corporate capital would
also be satisfactory to traditional
names. So it's not a soft option,"
said Mr. Merrett. "I'm sure Lloyd's
will, if necessary, survive without
it. However, Lloyd's wouldn't offer
such a substantial market without

it."

Several firms have devised see-

narios for how corporate capital
could work.

London law firm Davies Arnold

Cooper suggests "Syndicate 2000

Ltd." as a single corporate mem-
ber, for example, offering 67 mil-
lion pounds ($130 million) of a
syndicate's capacity of 100 million
pounds ($194 million). The rest
would come from 30 working
members and 30 "super" names
writing more than 1 million
pounds in capacity ($1.9 million).

Syndicate 2000 Ltd. would be
capitalized at 25 million pounds
($48.5 million), which would come
from 50 "shareholder names."

Each share would be equal to a
Lloyd's member's current mini-
mum deposit of 250,000 pounds
($485,000).

Oliver Laughton Scott, director
of consulting firm De Lisle Jessup
Scott, favors what he calls

"guaranteed participation," in
which investors wouldn't have to

contribute fully paid capital but
would guarantee the capital re-
quired.

These ideas would allow corpo-
rate investors to "use" a portion of
their capital twice, just as individ-
ual members can do now, says Mr.
Laughton Scott.

But this sort of scenario does

little to assuage the misgivings of
Mr. Hitchings of Hoare Govett.
"There is, I believe, a touching na-
ivete in Lloyd's about what corpo-
rate capital means," he said.

To begin with, insurance "offers
little prospect of reliably attractive
returns" to corporate investors, the

Continued on page 18
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Corporate capital
Continued from page 16

From the backroom to the boardroom
analyst said.

Over the last 30 years, U.K. in- Interim chiefs to get higher profile He received a master's degree in plauded" Lloyd's for its quick ac-
surance stocks have underper- marketing at the University of tion, he noted.
formed the rest of the London By STACY SHAPIRO to be introduced in January to Lancaster. In November 1988, Mr. Duguid
stock market by 70%, he said. oversee Lloyd's business develop- After school, he spent several was appointed head of market ser-

The story is similar for com- LONDON-The three executives ment; neither will have a seat on years with advertising agency S.H. vices, which included responsibil-
panies at Lloyd's. The stock of the who have been in charge of the the Council of Lloyd's. Benson. Then, in 1973, Mr. Duguid ity for the public affairs and the
two managing agencies traded backroom activities of Lloyd's of And the head of regulatory ser- joined the Department of Trade international department. He also
publicly in London-Sturge Hold- London since its chief executive vices will sit on the new 14-person and Industry, eventually becoming is responsible for employees at the
ings P.L.C. and A.J. Archer Hold- retired in June will have important Regulatory Board, in addition to undersecretary. He was released Lloyd's Policy Signing Office and
ing P.L.C.-already has declined in roles to play when the market's having a seat on the new council. from his regular DTI duties for the Unified Claims Office.

value by more than 70% since the new governing structure is imple- He will report to the chairman of three years to serve in Prime Min- Though public affairs now re-
beginning of 1990. mented next year. the Regulatory Board, who will be ister Margaret Thatcher's cabinet ports to its head, Brian Nicholson,

"And they are presently valued The executives' positions as head a non-Lloyd's member and will office. Mr. Duguid still supervises about
at just twice their net earnings for of market services, head of regula- hold the rank of deputy chairman Eventually lured away from the 850 people.
the last year in which Lloyd's tory services and head of finance at of Lloyd's: DTI, he became head of regulatory As head of market services, Mr.
made a profit," said Mr. Hitch- the Corporation of Lloyd's should The three executives are: services at Lloyd's in 1987. That Duguid has overseen the unifica-
ings. "Either these are the cheap- be enhanced by the new gover- • Andrew Duguid, currently the year, his "main priority" was to tion of the four markets' claims

est shares in the universe, or the ning structure. head of market services at Lloyd's. implement 69 recommendations offices. He also helped to imple-
stock market is correct in giving It is likely that the market ser- Mr. Duguid, 48, left his child- made by a quasi-government com- ment the new claims agreement
little value to the prospects of Vices director and finance director hood home of Canada to study at mittee chaired by Sir Patrick Neill. system, whereby one leading un-
profit in Lloyd's." will sit on the new Market Board the London School of Economics. The British government "ap- Continued on next page

True, Lloyd's has outperformed
the rest of the U.K. and U.S. insur-

ance industry in 35 out of the last
40 years, with 1965 and 1989 being
the major blips. And it could offer
"superior returns," said Mr. Hitch-
ings.

But introducing corporate cap-
ital would change Lloyd's forever,
he maintains. It will turn Lloyd's
into a structure similar to the three

U.S. insurance exchanges formed
in the 1980s, only one of which still
is open, implied Mr. Hitchings.

Corporate capital could make
Lloyd's underwriting agencies into
something like London company
underwriting agencies.

"Fifteen years ago, the company
underwriting agency was a sub-
stantial and thriving part of the
London insurance market," said

Mr. Hitchings. "Now, there are
probably only a handful of them.
H.S. Weavers (Underwriting)
Agencies Ltd. was probably the
most spectacular collapse, but both
Sedgwick and Willis closed theirs
down with ignominious losses and
withdrawals of capacity." ,

No one should think that cor-

porate investors will somehow
"behave more sensibly than
names," Mr. Hitchings added. "If
1989 happens again--and it will-
corporate names will walk away
from the Gooda Walkers of that

year. And it would be very naive of
you to imagine that sensible corpo-
rate members will' pick only the
good syndicates."

Opening Lloyd's to corporate
capital will also open Lloyd's to
scrutiny by rating agencies, ac-
cording to Mr. Hitchings.

Unlimited member liability
means that "Lloyd's capital is not
unlimited, but unknown," he said.

It's impossible to analyze the capi-
tal adequacy of Lloyd's because its
total assets are unquantifiable at
the moment, he said.

In the meantime, Lloyd's cur-
rent members are of two minds

about the introduction of corpo-
rate capital.

"In a company, when you issue
new shares, the existing sharehold-
ers don't like it because they think
you are dirtying the capital base,"
said Neil Shaw, chairman of the
Assn. of Lloyd's Members. "But if
you increase. . .profits following
the new share offer, they're happy.

"What we don't know is the fi-

nancial condition of Lloyd's in the
future, with all the open years, the
reduction of the number of names,
the reduction in capacity," said Mr.
Shaw, chairman of Tate & Lyle
P.L.C. "Does it in fact need capital
to keep business growing?" he
asked. "If it doesn't need capital,
I'm not for corporate capital."

But if there is any question that
Lloyd's will not survive without
new capital, "then I'd support it,"
said Mr. Shaw. I
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Continued from previous page
derwriter agrees to a claim on
behalf of the rest of the Lloyd's
underwriters on most policies;
three underwriters fill that role
for liability policies.

Under his command, the LPSO
is also trying to become more ef-
ficient by producing its own
Lloyd's policies instead of wait-
ing for brokers to issue them.

Mr. Duguid is particularly
proud of introducing a central
marketing department, headed
by Marketing Manager Beverly
Landais, who was hired late last
year.

Some of the department's early
efforts-such as running ads in
daily newspapers-were critic-
ized in the market. Admitting
that the ads were not useful, Mr.
Duguid said, "We're still learn-
ing."

Its latest effort is a package of

information on Lloyd's security
to calm policyholders' fears
about the security behind
Lloyd's policies. More than
12,000 have been distributed,
said Ms. Landais.

"One of our strong points is
selling our security," said Mr.
Duguid. Confidence in Lloyd's
security has been undermined by
media reports of record losses, he
said. "There were no grounds for
doubt. . .(but) we didn't want to
leave this to chance."

Mr. Duguid was the only "civil
servant" of Lloyd's to sit on the
task force that earlier this year
recommended major market re-
forms (BI, Jan. 27; Jan. 20).

Ask him his.thoughts on
Lloyd's future and he answers, "I
turn to the task force report for
my views of the future."

The task force recommenda-
tions and those of a committee

headed by Sir Jeremy Morse have
led to plans to adopt the new
governing structure in January.

One of the new bodies that will

report to a smaller Council of
Lloyd's is the Market Board,
which will oversee Lloyd's busi-
ness development and will be
headed by the chairman of
Lloyd's and a Market Board
chief executive.

Rumor had it that Mr. Duguid
was up for the chief executive's
post, but it appears that post will
be filled by Peter Middleton,
chief executive of travel agency
Thomas Cook Ltd. However, the
15-member Market Board is ex-

pected to include the head of
market services.

• Bob Hewes, director of regu-
latory services.

Now in his late 40s, Mr. Hewes
aso worked at the DTI for 14

years before coming to Lloyd's in

MERCANTILE & GENERAL
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1988. Both he and Mr. Duguid
worked at the DTI when Alan
Lord-who retired in June as

chief executive of Lloyd's-was
deputy secretary.

Although he graduated with a
law degree from Leeds Univer-
sity, Mr. Hewes said he wanted
"to get into something between
law and accountancy."

After eight years as a tax in-
spector, he moved to the DTI
where he first studied the indus-

trial implications of tax policy.
Mr. Hewes later was involved in

plans to make the civil service
more efficient. He briefly was re-
leased from that post to serve the
cabinet office handling organiza-
tional issues before becoming
director of the DTI's enterprise
and deregulation unit.

When he replaced Mr. Duguid
as head of regulatory services in
1988, most of the Neill recom-

mendations were in place-so
much so, in fact, that the market
was complaining about the cost
of complying with the new rules.

A new committee, which in-
cluded Mr. Hewes, reviewed the
cost of regulation, concluding that
"what was bugging the market was
the cost of change, not the cost of
regulation. . .and having to contin-
ually cope with disruption," he
said. "The cost of not regulating
(the market) is greater."

Recently, the task force report,
the Morse report and Sir David
Walker's report on the LMX spi-
ral have all meant regulatory
changes for Mr. Hewes and his
staff of around 330.

Changes proposed by the task
force and the Morse reports will
give the new Regulatory Board an
"independence" that it need5, said
Mr. Hewes. The board's chairman,
who will be nominated by the
Bank of England, must not "bend
his conscience at the behest of the

Lloyd's market," he said. And the
members must have integrity "that
is not questionable."

Meanwhile, much time will be
spent implementing the recom-
mendations of the Walker report,
which offers "a shift in the ap-
proach of regulation," he said.

In the past, Lloyd's regulators
have aimed to make sure that

directors of underwriting agencies
were "fit and proper," said Mr.
Hewes. What the regulators
avoided "consciously" was regula-
tion of "underwriting decisions."

The Walker report-which crit-
icized regulators for not curbing
the shoddy practices of LMX un-
derwriters-concludes that "a little

bit more" underwriting regulation
is needed, said Mr. Hewes.

It is a challenge to Lloyd's exec-
utives to regulate underwriting
"without taking away un-
derwriters' entrepreneurial abil-
ity," he said. Peer review commit-
tees likely will help weed out those
with poor skills, he said.

Lloyd's regulators will have to
be "streetwise," he said. Members
must realize, though, that not every
malfeasance will be caught before
it's too late, he added.

Some have called for British

government oversight of Lloyd's,
but Mr. Hewes is a believer in self-

regulation. Besides, he added,
Lloyd's has more people regulating
the market than the entire insur-
ance division of the DTI.

• John Gaynor, Lloyd's head of
finance.

Until a new chief executive is

appointed, Mr. Gaynor, 57, is tem-
porarily housed in Mr. Lord's plush
12th-floor office.

Mr. Gaynor, former group finan-
cial controller at Imperial Group
P.L.C., joined Lloyd's in 1986 as
head of finance and marketing.

Soon the two roles were se-

parated, however. As head of both
areas, he was on 14 separate com-
mittees and seemed "to always
be taking my papers from one
meeting to another," Mr. Gaynor
recalled.

With a staff of about 200, the
finance department deals with tax
authorities both in the United
Kingdom and overseas; maintains
the corporation's books and rec-
ords; and controls 2 billion pounds
($3.88 billion) in funds, including
the 1 billion pound ($1.94 billion)
Central Fund.

If Lloyd's needed a short-term
loan from the Bank of England to
pay claims, Mr. Gaynor would
probably do the negotiating. But
this, he insists, has never been con-
templated by Lloyd's.

"It's exciting to see Lloyd's
changing again," said Mr. Gaynor.
"But we're in the early days of
evolution."
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Getting back on solid ground
%2 Unless underwriting improves, aviation profits to dive

.-'

By GAVIN SOUTER before were so low, he said "So if direct underwriters do

In some cases the rates charged not get their prices right at thisE
LONDON-Aviation insurance before the moderate increases renewal, they could be left with

PROTECTION
rates may have lifted off m the were 10% of what they needed to little or no reinsurance after Jan
past year, but they will need to be to produce an underwriting 1,1993," he said
climb further if aviation un- profit, Mr Westcott said Also, some direct insurers may
derwriters are to avoid a crash But too many underwriters are already be relying on reinsurers
landing, says John Westcott, now satisfied with the increases that are in perilous condition,
chairman of Lloyd's Aviation they obtained last year, so there Mr Westcott said

ENGINEERING
Underwriters Assn is little hope of substantial in- "Reinsurers are facing tough

Underwriters must abandon fi- creases this fall, he said times themselves, and if you rely
nancial arbitrage and again Some signs point to increases, on one that then goes out of bum-
make their money from technical but "there are also signs that ness, you have to face the gross
underwriting, he said some managements are going to claims yourself," he said

Cost-Effective Solutions The consequences could be be satisfied with a partial cor- Aviation underwriters are in-

dire if they do not aim to make rection rather than the restora- creasingly facing this problem
for Costly Problems an underwriting profit because tion of gross trading profits," "But that lS the price of the

the reinsurers they rely on may Mr Westeott said bad underwriting decisions of
'hen it comes to questions about property loss themselves be financially un- Instead, many underwriters the last three of four years," he
control, do you ever wonder if what is being sound, he warned throughout the world are content said

Low rates and poor under- to "launder premiums" and sur- Higher rates could also have a
recommended ts truly in your best interest?

writing are not the only prob- vive on investment income and downside for insurers They
Crawford/FPE Group has a free booklet for you lems facing Lloyd's aviation un- could encourage airlines to set
that may answer your questions regarding fire derwriters Costs are too high all Even though up their own captives

round, and if Lloyd's un- first-hall losses "I am very worried when I seeprotection, building codes, construction, premium
derwriters are to compete effec- % declined from their airlines tempted to set up cap-

reductions, life safety, and other property nsk tively, the number of individual • 1991 levels, a tives," he said Airlines lack the
management challenges syndicates will have to fall dras- s series of crashes In insurance expertise to cope with

tically, Mr Westcott said July set the the long-tail claims which they
Call Ga' Hundley at Aviation rates have increased aviation market on W111 Inevitably face, he added

during the past year, but the course tor another "It is the risks that no money

5 (800) 7233890 poor state of the sector demands underwriting loss, was taken for that are problems
more substantial price increases, says John Westeolt. for underwriters, and you need
he said to be in the business for many

cmmi "There are a tremendous reinsurance coverage, he said years to be able to cope with
amount of losses still to be paid "That is not a professional way them," he said

Braw/9/d in the aviation marketplace We of trading and it does nobody Airlines should not take on

still have to pay a large number any good," Mr Westcott said problems that they do not have
of the 1985 losses, which was the Instead, the technical intrica- the expertise or funds to deal

RISK CONTROL SERVICES
worst year ever for aviation in- cies of the aviation industry it- with, Mr Westcott saidThe FPE Group
surers," he said self should be reflected in the The number of insurers that

And lengthy litigation of technical insurance expertise of airlines can turn to for coverage
claims in the United States is the underwriters, he said is continually declining, he said
holding up the settlement of Underwriters and their sup- Although the capacity of the
many claims from back years, port staff should have sound market remains largely un-

The Mr Westcott said knowledge of the aviation indus- changed, the number of insurers
But it is not Just losses from try and ltS needs rather than is decreasing as they seek to re-

Value of former years that are troubling treat insurance as a simple duce costs, Mr Westcott said
underwriters Although there money market mechanism, he as- At Lloyd's, the number of syn-

Finandal were fewer losses in the first six serted dicates underwriting aviation
months of 1992 than in the first "I would like to think that no business is bound to follow that

Strength half of 1991, a series of crashes Lloyd's underwriters treat insur- trend as syndicates close or
in July set the market on course ance like a money market," Mr merge in an effort to reduce
for another underwriting loss, he Westcott said, "but there are costs, he said
said clearly insurance entities which "The direct aviation market in

Current rates do not reflect the do, and a lot of them have repre- Lloyd's will not be able to afford
losses paid, Mr Westcott said sentation in London " the luxury of more than 30 syn-

"It is the job of the aviation Underwriters that continue to dicates in the future," Mr West-

underwriter to take out the charge low rates when the ma]or cott said, and could fall below
peaks and troughs of losses for airlines renew coverage this fall 10
airlines, and if he is doing his Job and rely on cheap reinsurance to The Lloyd's Aviation Un-
properly, he does that for the cover their losses may be caught derwriters Assn currently has 39
right premium," he said "And when they try to buy reinsurance member syndicates
at the moment, the market is not at the end of the year, he said The remaining aviation syndi-
doing that " "The soft reinsurance market cates should remain separate

Currently, the average pre- that was available in the past is from other markets rather than
mium in the aviation market is now contracting in leaps and become part of composite syndi-
about half what lt should be to bounds," Mr Westcott said cates, he said

,

pay losses and expenses and give Reinsurers are pushing up "We need to put the maximum
.

1*tk the underwriters an adequate prices and imposing more strin- capacity through a relatively
underwriting profit, Mr West- gent conditions irrespective of small number of syndicates
cott said the rates that direct insurers are which have the technical knowl-

The increases demanded by charging airlines, he said edge to give quality service, and
underwriters during the renewal And reinsurance capacity is a composite syndicate does not
season last fall were insufficient contracting drastically as well, have the ability to do that," Mr

Iii .iii imic, 1.11 tim.ilkct L Ii,lenuititige\IN'111-(' because the rates being charged Mr Westcott said , Westcott said .

il fill.lili 1.1] 6111.11.111; .ind Con»i n.ltne

*)liclili.d)lili/ Int' A dpit.1|11.111(}11.1../N,
ultic' 01,111, 1 111'1114 111 ( Ilpit,il I( .((,iltilim,(1 Largest Lloyd's aviation syndicates
gil,lidlin dept'11(| 4)11 illi.iii< 1.11 +11('ilcill Based on 1992 gross allocated capacity in millions of pounds
thi 1111.111( l.il .11('ligill 7 111. lill.inl l.il .1 Ic'lit:lh
1)1 )14 pt()\1(1(,1 rqU,/1+ whabl t' 1('111- Synd,cate Managing agency Underwriter 1992 Capacity 1989 Profit

01-11£1llit' .U])])(111 960 Sturge Aviation Syndicate Management Ltd B E Beagley £100 0 $187 0 £13 2 $24 9
(-apihil Rrill.11 1 .lmt'

48 Methuen (Lloyd's Underwnting Agents) Ltd T P Salmon 743 1389 45 84
l,)ilip.lin I..1 A\\ C dpit.il lie C o,pot .1114)11

800 Wren Underwriting Agencies Ltd J A Westcott 648 121 2 32 60
1,/1/(1 9)('C 1,111\ le- 787 64-vt·ntli A,entte

545 F L P Secretan & Co Ltd TO Pitron 589 1101 57 107
]Il•,Ul.111( t' c 0111).Ill 1, " 3,"k \, " 3,"k

am-*E:KS@--

(.ipit,il Re t.(liclic .ited 1(*)19 1 270 A J Archer & Co Ltd -=====11:· R J Maylam 57 1 1068 28 52

It) .(i\ilig t|le 1111.lilli.11 212 971(1100 1 53 G P Eliot & Co Ltd RFE Eliot 537 1004 31 58
L

Aillal.Iliti 111.1-ildill i ,- 340 Gravett & Tilling (Underwnting Agencies) Ltd,,yu, JP Tilling 41 52 6 984*L.43  80 *
111(]ll'11\ 4 97 - Wellington Underwriting Agencies Ltd R J Morse 50 6 94 6 55 103 I

\p] rii . RE 824 Murray Lawrence & Partners Ltd 445/*4'tr B. Coleman'. 36 32 7 61 2 6.
28 52

925 Sturge Aviation Syndicate Management Ltd L A Hudson 30 0 56 1 48 90

*Syndicates whose largest proportion of buslness,s aviation ' To be underwritten by A J Mednluk in aconsrtium of four syndicates beginning 1/1/93
' Source LIg-d s gf Ljndw
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Spotlight report

Marine business anchors Miller's trade
Broker traces roots to P&I club 90 years ago

By STACY SHAPIRO

LONDON-Miller Insurance

Group Ltd. has come a long way
since its origins 90 years ago as
the "insurance department" of a
protection and indemnity club
manager.

Today, as an independent

A A T

Lloyd's brokerage headed by Sir
Peter Miller, senior partner and
former chairman of Lloyd's, it
has more than 400 employees
placing all types of insurance
and reinsurance coverage for
everything from oil rigs to oil
paintings.

Its gross revenues, estimated at

I 0 N PRO

34 million to 35 million pounds
($59.2 million to $60.9 million)

for the year ended April 30, put
it among the larger brokers in
London.

Some things don't change,
though.

Still a private partnership, the
firm cannot be sold without the

DUCT L

permission of its four "partners,"
one of which is an employee
trust. Miller's is one of the few

major Lloyd's brokers to remain
in private hands.

The "grandfather" of the bro-
kerage is marine business, which
remains the cornerstone of

Miller's trade, said Peter Stone,

managing director of Miller Ma-
rine Ltd. In particular, Miller's is
the sole broker for the Interna-

BILITY

SAILCILOTH SUBSIDIARY

VVE AVES EXPENSIVE COVERAGE

TANGLE.

ONLY AFTER SEVERE CRASHES

INVOLVING INJURIES DID A COM-

PANY LEARN THAT ITS SUB-

SIDIARY WAS SELLING SAILCLOTH

TO A MAKER OF ULTRALIGHT AIR-

CRAFT FOR USE 4 WING COVER-

ING. IHERE WERE NO DEFECTS IN

THE PRODUCT, BUT THE FABRIC

FAILED BECAUSE IT WAS NEVER

INTENDED FOR SUCH USE AND

THE SPECIFICATIONS MADE THAT

ABSOLUTELY CLEAR. BUT THE

DAMAGE WAS DONE, AND THE

MANUFACTURER FACED SEVERAL

SUBSTANTIAL CLAIMS. |T'S AN

EXPENSIVE FALLACY TO THINK

THAT BY BEING CONSCIENTIOUS,

OR BY HAVING LITTLE-TO-HO

INV*LVEMENT WI•3,TION, >*f

UCTS LIABILITY CLAIMS. AAU

KNOWS THE RISKS YOU FACE

AND HOW TO PROTECT YOU BY

EXPERT UNDERWRITING, LOSS r

PREVENTION PLANS, RESOURCE-V

FUL LEGAL AND CLAIMS SUP-

PORT. IN SHORT, TERIGHT S
INSURANCE WITH THE RIGHT_

PEOPLE. AssocIATED AVIATION

UNDERWRITERS. YOU DON'T

HAVE TO BUILD AIRPLANES TO

OR BY HAVING NOTHING TO DO

AT ALL WITH *#NUFACTURING

AIRCRAFT YOU WILL HAVE NO

EXPOSURE TO AVIATION PROD-

NEED AVIATION PRODUCTS LIA-

BILITY PROTECTION.
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tional Group of P&I Club's rein-
surance program, which includes
most of the third-party liability

coverage of 90% of the world's
shipping fleets.

It all started in 1902 when Sir

Peter's great grandfather,
Thomas Robson Miller, decided

to form "an insurance depart-
ment" for his P&I club manage-
ment firm, still known as Thos.
R. Miller & Son.

The department "became a
Lloyd's broker, which was ap-
parently an easy thing to do in
those days," Sir Peter said. The
brokerage was allowed "to get on
by itself, which it did in a spec-
tacularly inactive fashion for 50
years.

When Sir Peter and current

partner Roy Tiley joined in the
1950s as young trainee brokers,
there were 11 people in the bro-
kerage unit, including partners
Herbert Tiley and Sir Peter's
uncle Dawson Miller.

"We were young, eager and
damned hungry blood," Sir Peter
recalled. "God, we were poor.
Have you ever tried to live on 5
pounds a week? Three pounds for
lodging, one pound for food, 10
bob (50 pence) for entertaining
girlfriends and 10 bob to get
home by bus to mummy to get
the washing done."

Sir Peter, who had studied law

like his father, Cyril, realized
when he started work that the

brokerage "department" was
operating illegally with the same
name as the P&I club manager.
As a result, in 1957 the Lloyd's
broker's name was changed to
Thos. R Miller & Son (Insurance)
Ltd. Ten years later, it officially
separated from its parent and
became a separate entity, Thos.
R. Miller & Son (Holdings) Ltd.

From the time Sir Peter joined,
Miller's started to expand. "We
were enormously lucky in that
we came at a time when the P&I

clubs-with which we had close

connections through the family
and elsewhere-(realized they)
needed to have reinsurance in

the market. We were well-placed
to service their needs as

brokers," said Sir Peter.

In the 1950s and 1960s, the

firm aIso specialized in other
marine-related coverages like
hull and cargo insurance, he
said.

To this day, Miller's remains
the "official and only" broker for
the International Group of P&I
Clubs' reinsurance program,
which this year offers $1.05
billion in coverage for all risks
except pollution, for which
limits of $500 million per acci-

dent apply.
Another $200 million of rein-

surance coverage is obtainable in
the open market, said Iain
Webb-Wilson, director of Miller
Marine Ltd.

The reinsurance coverage, tra-
ditionally renewed on Feb. 26, is
placed excess of a $15 million re-
tention by the clubs, said Mr.
Webb-Wilson. Rates for the rein-

surance rose a little this year, in
part because reinsurers paid
$400 million to pay for the
cleanup of the 1989 Exxon Val-

dez oil spill off the coast of
Alaska.

In 1971, Sir Peter became the
senior partner of the brokerage.
It was a time when "the first

flood of brokers were being
bought and sold, and a lot of
people were unhappy about it,"
he said.

Several asked to come and

work for Miller's, and the bu(is
of several subsidiaries were

formed, namely in reinsurance,
Continued on page 28
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Miller

Continued from page 24
non-marine insurance and finan-

cial services. An aviation divi-

sion was also formed, but it was
shut down after 15 years because
"I don't think you can ever make
money in aviation,'' said Sir
Peter.

"We began to develop in the
way we have gone on devel-
oping," he said. Often, the com-
pany's management asks: "Do
we want to remain independent
or do we want to join a mammoth
(brokerage)-we've had plenty of
offers, God knows," he said.
"And our answer so far has been,

'We wish to remain independent
and paddle our own canoe.' "

The firm has become "a valu-

able thing, but we feel it is best
owned by the people who make it
valuable, which is the people
who work here," added Sir Peter.
So in 1984 Sir Peter drew up a
trust deed to form the company's
current partnership.

No sale can take place or divi-
dend be declared without the

agreement of all four partners,
said Sir Peter. The partners are
Sir Peter, Messrs. Stone and
Tilev, and an employee trust
called E.T. Ltd. "after the film,"
said Sir Peter. "The authorities

didn't see the joke, but we did."
The employee trust is owned

by the directors of Miller's subsi-
diaries and its vote is equal to
the other partners' The trust
also receives a portion of the
partnership profits each year.

This structure may be one of
the reasons why executives re-
main loyal to Miller's.

"I came here from school and

I've been here ever since, which

is a pretty normal way for people
to join Miller's because there's
such a degree of loyalty and lon-
gevity with the staff," said Ro-
bert Stewart, director-marine of

Miller Reinsurance Brokers Ltd.,
who joined the company in 1978.
"They're a very good firm to
work for. Very few people at a
senior level tend to move."

Miller's has a "remarkably low
percentage of fallout of staff,"
added Peter Flight, director
(non-marine) of Miller's. "Some-
how we manage to give enough
room to all the individuals to

fulfill their own career objectives
and achieve their own satisfac-

lion while joining a team effort."
Last year, the Lloyd's broker

changed its names to the Miller
Insurance Group Ltd. and
changed the names of all of its
subsidiaries. They include:

• Miller Non-Marine Ltd.,

headed by managing director Al-
bert Bridge. This division in-
cludes subsidiaries Miller North

America Ltd., whose managing
director is Christopher Eliot;
Miller International Ltd., whose
managing director is Michael
Baggs: and Miller Professional
Liabilities, whose directors are

Roger Flaxman, David Black-
burn and J.R. Hill.

Miller Non-Marine, which was

founded in 1974, now has 13()
employees and plans to continue
to expand, said Mr. Baggs.

Miller North America is pri-
marily involved in wholesale
binding authority business from
agents in the United States and
some retail business in Canada,

said Mr. Eliot. There are no plans
to become involved in U.S. retail

business, he said.
Miller Professional Liabilities

is a leading broker for insurance
brokers error and omissions in-

surance, said Mr. Flaxman, who

recently joined the firm from
C.T. Bowring & Co. Ltd. Mr.

Flaxman joined Miller's to spe-
cialize in directors and officers

liability coverage and profes-
sional liability insurance for ar-
chitects, engineers, surveyors
and accountants.

The division, however, offers

retail brokerage services for U.K.
clients, particularly for arts and
antiques clients, said Mr. Bridge.
It also acts as a wholesale broker

in continental Europe.
• Miller Marine Ltd.. which

has more than 60 employees and
is headed by a Managing Direc-
toI· Peter Stone.

Miller Marine, the division on

which the company was founded,
boasts it is the largest marine li-
ability broker in London. It also
is a major marine war risk insur-
ance broker.

• Miller Energy Ltd., formed
in 1979 and which now employs
48 people headed by Managing

A / The firm has
 I become 'a valuable

1 thing, but we feelit
¥F,61 is best owned by

. , the people who
.V-

make it valuable,

which is the people

who work here,'

says Sir Peter
Miller.

Director Graham Clarke.

This division places insurance
programs primarily for the sec-
ond-tier oil and gas companies
worldwide, said Mr. Clarke,
though recently Miller Energy
won the contract to place insur-
ance for a $500 million construe-

tion site in Malaysia being built
by Shell Oil Corp., he said.

The energy division owns two
U.S. wholesale brokers: Burnett

& Co. in New Orleans and Wetzel

Co. in Houston.

• Miller Reinsurance Brokers

Ltd., formed in 1974 and which
now has 49 employees jointly
headed by Managing Directors
Simon Fradd and Michael Col-

bert.

While the division places ex-
cess-of-loss reinsurance in Lon-

don, it does not place the retro-
cessional LMX business that

triggered massive losses at
Lloyd's.

There still is a "healthy" ex-
cess-of-loss reinsurance market

in London for insurance com-

panies, said Mr. Stewart. Rein-
surers, though, "will find it dif-
ficult" to find retrocessional

LMX coverage, he said.
• Miller Financial & Pensions

Services Ltd., which employs 20
people headed by Managing
Director Gary Cooper.

Established in 1971, this inter-
national financial adviser offers

personal and corporate pension
consulting services; health care,
disability and life insurance ben-
efits planning; and pension fund
investment management. Its ser-
vices include the development of
structured settlements for per-
sonal injury settlements in ma-
rine accidents, Mr. Cooper said.

Sir Peter still sits at Miller's

helm as senior partner, returning
to the brokerage in 1987 after
four years as Lloyd's chairman

"I'm certainly not bored," says
Sir Peter in his plush office de-
corated with mementos of his

chairmanship, like photos of him
with President Reagan and of
Queen Elizabeth, the Queen
Mother.

However, Sir Peter, who is

proud of his 24-year-old son,
said he has cut back to a four-

day week to devote more time to
his family. I



In London, J&H comes in from the cold
Two years after Wittis defects, broker proctaims 'unmitigated success'

By GAVIN SOUTER

LONDON-The last two years
have been hectic times for the

British operations of broker
Johnson & Higgins.

After being left out in the cold
and without a British partner in
its UNISON network in 1990

when long-time partner Willis
Faber PLC. merged with U.S.
rival Corroon & Black Corp.,
J&H has built a British retail op-
eration from scratch and ex-

panded its existing U.K. whole-
sale operations.

The result has been a complete
success with the company hold-
ing on to most of its existing

business and winning some pres-
tigious new accounts, said
Charles Carter, chairman of
Johnson & Higgins Ltd.

"Building up the U.K. opera-
tion has been an unmitigated
success so far, and we have had a
wonderful response from the
market," said Mr. Carter, who
was the co-founder of the broker

that J&H bought when it entered
the London market.

Mr. Carter and Nuno de Brito e
Cunha left Willis Faber to found

Carter Brito e Cunha Ltd. in

1979. When they sold out to J&H
eight years later, the name was
changed to Johnson & Higgins
Ltd.

The company specialized in
wholesale and reinsurance busi-

ness, with J&H placing much of
its business in Britain through
Willis Faber.

In June 1990, Willis Faber

broke off its relationship with
J&H when it announced it would

merge with Corroon & Black to
form Willis Corroon P.L.C.

"After the Willis merger our
immediate brief from New York

was to staff up in all disciplines
on the wholesale side," Mr.
Carter said.

And to the chagrin of other
London brokers, J&H went on a
hiring spree.

The first broker to feel the ef-

Miracles take a tad longer.

As experienced underwriters for

major domestic and overseas companies

we offer reinsurance brokers and

insurance companies A&H Special Risk,

Medical Reinsurance, and

Workers Comp. Reinsuranca
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Reinmir,n- Underwriting Manip-

feet was Alexander Howden

Group Ltd., which lost its finan-
cial institution team to J&H.

In November 1991 J&H put to-
gether a marine and energy team
with individuals formerly em-
ployed by several brokers.

"We tried to take the pick of
the bunch from all of the other
brokers in the market." Mr.
Carter said.

Then J&H took on a team of
aviation brokers from C.T.

Bowring & Co. Ltd. in December
1991.

Meanwhile, J&H in New York
also had to consider how it
would handle retail business in
Britain without Willis Faber.

The Lockwood Companies

J&H first sought to find a new
British brokerage partner and
held discussions with several

companies, including Bain
Clarkson Ltd. and C.E. Heath
P.L.C.

"We couldn't find a company
that was primarily involved in
U.K. retail and would fit into

UNISON in the way we would
want it to, so in June 1991 we
decided to set up our own U.K.
retail operation," Mr. Carter
said.

J&H then hired Patrick Frank-

lin-Adams from Sedgwick Group
P.L.C. to be chief executive offi-

cer of J&H U.K., the retail bro-
kerage

J&H U.K. now has 117 staff in

offices in Birmingham, Dublin,
Glasgow, London, Newcastle and
Reading.

J&H's total staff in Britain is
now 375 and should rise to 400

by the end of the year, Mr. Carter
said. Although the company now
has staff in all of the business

areas it has targeted, it still
needs extra support staff, he
said.

Next year, the London staff
will move into larger offices.
"We've just grown too big for
our existing office space," Mr.
Carter said.

In the process of building up
the wholesale side, J&H has
transferred most of the J&H

business that was formerly han-
dled by Willis Faber to its British
offices, Mr. Carter said.

And, on the retail side, J&H
has retained 70% of the business

that was formerly placed
through Willis, he said.

Although he would not give
precise figures, he said that since
the merger of Willis Corroon,
revenues at J&H operations in
Britain have grown seven-fold.

Much of the success is due to

the new nature of the company,
Mr. Carter said. "We have had

the advantage of being a start-up
operation with a clean deck and
no skeletons in the cupboard so
no management time is wasted
on sorting out old year losses,"
he said.

Furthermore, clients have been

won through the J&H name, Mr.
Carter said.

"They are coming to us be-
cause of the J&H reputation
worldwide and our ability to
come up with new and innova-
tive ideas," he said.

Underwriters are also pleased
to see J&H operating in London,
Mr. Carter said. "They are de-
lighted because while other bro-
kers are shrinking, we are ex-
panding."

As well as retaining existing
UNISON business, the company
has won several new accounts,
Mr. Carter said. New clients
taken on since the Willis Corroon

merger include: French-owned
paper manufacturer Arjo Wig-
gins Appleton; Grand Metropoli-
tan P.L.C.,an international food

and drinks company; Swedish
manufacturer Procordia; and
Hoechst A.G., the German manu-
facturer.

"The wide variety of clients
just shows how well our Euro-
pean network works," Mr. Carter
said.

The company now has four
companies in Britain and Ire-
land: Johnson & Higgins Hold-
ings, the overall holding com-
pany; Johnson & Higgins Ltd.,
the wholesale and Lloyd's bro-
ker; Johnson & Higgins U.K.
Ltd., the retail arm; and Johnson
& Higgins Ireland Ltd.

As well as brokerage opera-
tions, J&H has a global risk man-
agement unit in London. I
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Syndicate's new underwriter
will target Gold' business

LONDON-One of Lloyd's of
London's most established non-

marine syndicates is committed
to continue providing property/
casualty coverage to large poli-
cyholders.

First, though, syndicate 190
must assure Lloyd's members of
a new underwriter's skills and its

ability to control liability losses
that caused the syndicate to keep
its 1989 account open.

Only then will the syndicate
attract the capacity it needs to
meet its plan.

The syndicate's capacity plum-
meted in 1992 to 101.9 million

pounds ($190.6 million) from
175.0 million pounds ($337.8

4/,
-          40,
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million) the previous year.
Syndicate 190, managed by

Cater Allen Management Ltd., in
June appointed John Wetherell
as its new underwriter, following
the retirement of long-time un-
derwriter Richard Hazell, who
currently is a deputy chairman of
Lloyd's.

Mr. Wetherell formerly was
underwriter for syndicate 1145,
managed by Janson Green Ltd.,
and a past chairman of the
Lloyd's Underwriters Non-Ma-
rine Assn. (BI, Sept. 2, 1991).

Since the transition, Mr. Weth-
erell has held a series of meetings
with external and working mem-
bers to explain syndicate 190's
past and future. The meeting al-
lowed members to "get to know
the new man," he said.

During these meetings, he ex-
plained why syndicate 190 kept
open its 1989 account, which in-
cluded a loss of 21.7 million

pounds ($35 million).
After Mr. Wetherell accepted

his new post last December, he
was told that Tillinghast, a unit
of Towers, Perrin Co., had an-
alyzed syndicate 190's accounts
back to 1967.

As a result, the syndicate
boosted reserves for incurred-

but-not-reported losses to $178.4
million, which was near the av-
erage of Tillinghast's estimated
range for reserves.

Tillinghast estimated a range
of reserves for asbestosis claims

of as low as $35 million to as

high as $66 million, with an av-
erage of $47 million. Syndicate
190 reserved nearly $49 million
for asbestosis claims.

However, the primary reason
the syndicate was kept open was
because of uncertainty over pol-
lution claims, said Mr. Wetherell.
However, claims will not be as
large as anticipated if insurers
continue to win coverage dis-
putes in U.S. courts, he noted.

Tillinghast estimated pollution
reserves could be as low as $50

million and as high as $125 mil-
lion, with an average of $75 mil-
lion. Syndicate 190 reserved $70
million for pollution-related
losses.

The syndicate also purchased
an aggregate excess-of-loss rein-
surance policy for a limit of
$203.8 million in excess of $218.1

million for a premium of $100
million, said Mr. Wetherell.

The runoff reinsurance policy,
which covers 1989 and prior un-
derwriting years, is structured
like a time-and-distance con-

tract because its first payment
won't be before 1996 and its last

payment is in 2005. The policy is
written by CentreLine Reinsur-
ance Ltd., a subsidiary of Centre
Reinsurance Holdings Ltd. in
Bermuda.

While the 1989 account re-

rnains open, syndicate 190 in-
tends to continue writing cover-
age "for big business," which is
"a secret of our success," accord-
ing to Mr. Wetherell. "We won't
change that. It is the raison
d'etre of our syndicate."

The syndicate plans to con-
tinues its long-term relationship
with several large policyholders,
including: Anheuser-Busch Cos.
Inc.; Bavarian Motor Works

A.G.; The Boeing Co.; British Te-
lecom P.L.C.; Chevron Corp.;
Occidental Petroleum Corp.; Pe-
trofina S.A.; and Texaco Corp.

-By Stacy Shapiro



The long shadow of 1989
Record losses casting pall over non-marine market

By CAROLYN ALDRED

LONDON-1989 underwriting
results are now hitting Lloyd's of
London's non-marine market as

hard as Hurricane Hugo, which
belted the Caribbean and South-

eastern United States that year.
Huge 1989 losses, which were re-

ported just this year under Lloyd's
three-year accountjng system, have
sent many members scurrying from
the market and have forced dozens

of syndicates to reorganize and to
adjust their underwriting.

Besides the catastrophes in 1989
and succeeding years, many un-
del·writers are still coping with
long-tail liability losses.

Non-marine underwriters expect
at least two more years of grim re-
sults before moving back into the
black.

A review of the non-marine syn-
dicates' 1989 results, released this
summer, makes for depressing
reading,

Non-marine syndicates in 1989
were hit with a string of catas-
trophes including Hurricane Hugo;
the Phillips Petroleum Co. plant
explosion in Pasadena, Texas; and
earthquakes in San Francisco and
Newcastle, Australia.

"It is a matter of record now

that 1989 was the worst year in
history for catastrophe losses,"
writes underwriter MA. Gravett in

the annual report for non-marine
syndicate 227, managed by Gravett
& Tilling (Underwriting Agencies)
Ltd.

Syndicate 227 posted a 1989 loss
of 4 million pounds ($7.8 million at
current exchange rates),after
being forced to reserve an addi-
tional $3 million to cover losses

from Hurricane Hugo that ex-
ceeded the syndicate's reinsurance
program.

Results for 1989 "suffered from a

sequence of catastrophe losses of a
quantum much higher than the 20-
year average," said David Spyer,
underwriter for syndicate 1139,
managed by Hiscox Syndicates
Ltd., which reported a 1989 loss of
3.6 million pounds ($7 million).

Many syndicates expect further
large losses in 1990.

"In terms of frequency, sever-
ity and insured cost, the 1990 cal-
endar year was as bad, if not
worse, than 1989. .for natural ca-
tastrophe losses" including the de-
vastating European storms in early
1990, Australian and Canadian
hailstorms and bush fires in Cali-

fornia, said M.N.B. Lambert, un-
derwriter for syndicate 694, man-
aged by R.W. Sturge & Co. Ltd.

Syndicate 694 reported a 4.8 mil-
lion pound ($9.3 million) loss for
1989 and expects to post a loss
of about 3.5 million pounds ($6.8
million) for 1990. Syndicate 503
merged with syndicate 694 for
1992.

To underwriters' further horror,
heavy catastrophes losses contin-
ued in 1991 with a major hailstorm
in Calgary, the Oakland, Calif.,
brushfire; and Typhoon Mireille in
Japan, among other disasters.

"It may come as a surprise to
learn that 1991 was the second

worst year on record for natural
catastrophe losses," writes J.D.
Plant, underwriter for syndicate
506, managed by Claremount Un-
derwriting Agencies.

However, 1992 underwriting re-
sults should show a return to prof-
itability when they are published
in 1995, predicted George Lloyd-
Roberts, chairman of the Lloyd's
Underwriters Non-Marine Assn.

He made that prediction, however,
before Hurricane Andrew slammed

into United States last week.

Non-marine rates in all markets

outside of North America have im-

proved significantly over the past
year, Mr. Lloyd-Roberts said.

"In the United Kingdom, for ex-
ample, employers liability and pei·-
sonal lines risks in particular have
increased, and this has been true to

a lesser extent throughout most of
the world. The only great disap-
pointment is North America, where
we have so much of our business,"
he said.

In North America, only catastro-
phe reinsurance rates have risen
signficantly-from 40% to
100%-in the past year, Mr. Lloyd-
Roberts said.

But despite low rates in the

United States, the Lloyd's non-ma-
rine market is on course to make a

profit for 1992, he said earlier this
month.

"If the year continues as it is
with the pattern of catastrophes
which we would expect, then 1992
should be profitable," Mr. Lloyd-
Roberts said.

However, he added at the time,
underwriters were keeping their
fingers crossed that losses will be
slight during the traditional hur-
ricane season in the United States

and Japan between September and
December, a hope that was dashed
by Andrew. And, underwriters now

are beginning to think in terms of a
European windstorm season frcm
October to February.

Meanwhile, it is not just the c:a-
tastrophe losses that are causing
underwriters concern.

Syndicates also are contending
with losses on recession-related

claims and long-tail liability
claims, lower capacity as anxious
members leave the market and un-

certainty about reinsurance.

"The economic recession, espe-
cially in the U.S.A., U.K. and Aus-
tralia, has resulted in an environ-
ment in which fraud and

Continued on page 34
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In 1938, when a Martian invasion threatened the world,
Was it really happening? Or was it a ruse? One insurer for 103 years.

thing was certain. The resulting mass hysteria had In a changing world where events like this shape
proven the power of radio in America. history, this is our way ofreminding you ofone progres-

But on that uncertain October evening back in'38 sive, stable company that's been around since 1835.
when Orson Welles' incredible broadcast shocked Today at Allendale, we continue to shape the his-
the world, Allendale had been a credible property tory of loss control with engineering, training, research
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Allendale had been insuring planet Earth for 103 years.
and testing, responsiveness and fairness in the way After a century and a half, that part of our philos-
we do business. ophy is not about to change. Allendale Insurance,

Throughout the years we've been more than an or- RO. Box 7500, Johnston, Rhode Island 02919.
dinary insurance company. Commit-
ment to our insureds goes well beyond Allendale Insurance/Factory Mutual System
the property coverages we provide. Over 150 years of progress and stability.



Spotlight report

Non-marine
Continued from page 31
negligence thrive; these circum-
stances have caused a marked m-
crease in claims incidence in our
financial institutions account,"
writes R.A. Field, underwriter for
syndicate 204, managed by Sturge.

In addition, dability losses dat-
ing back decades still plague many
older non-marine syndicates.

Recently, syndicates have had to
leave accounts open due to uncer-
tainty surrounding pozential as-
bestos- and pollution-related
claims, particularly from U.S. poli-
cyholders.

Moreover, some synd:cates have
been forced to reduce their capac-
ity or close as anxious members
withdraw capacity.

For example, synd.cate 509,
managed by Claremoint, closed
down this year as members with-

drew from the syndicate.
"The account has been running

since the turn of the century and
it appears that the primary rea-
son for withdrawal of capacity is
due to uncertainties relating to ha-
bilities from underwriting in past
years," writes underwriter N.J.
Newman-Young.

That uncertainty has caused sev-
eral syndicates to keep their 1989
accounts open.

One of the market's leading syn-
dicates, syr.dieate 190 managed by
Cater Allen Syndicate Manage-
ment Ltd., has been forced to leave
open its 1989 account due to un-
certainties over pollution claims
and a reduction in capacity for
1992 (see story, page 30)

To provide protection for poten-
tial pollution losses and other
claims, syndicate 190 has pur-
chased an aggregate excess-of-loss
reinsurance policy from Centre-

Largest Lloyd's non.marine syndicates*
Based on 1992 gross allocated capacity in millions of pounds

Syndicate Managing agency Unoerwriter 1992 Capacity 1989 Profit

362 Murray Lawrence & Partners Ltd. R.J R. Keeling £174.3 $325.9 £125 $23.4

L 210 Sturge Non-Marine Syndicate Management Ltd A.G. Lee 142.1 265.7 (13.0) (24.3)

3TO R.J. Kirn & Co.-Lid. _- __,___GELGirchrist _139-2 -266.3 5.3 9.9

 - 33 -Hiscox Syndicate Ltd. I.N. Thomson 129.5 242.1 9.7 18.1- 1

386*Janson Green-Lid.  R.Sig,XEhSillitag.qi£263'llilialISF.714 190 Cater Allen Syndicate IVGnagement Ltd. R D. Hazell 101.9 190.6 (21.7) (40.6) |
1007-preckley Villefs Hunt & Co. Ltd,  CliV. Spreckleli1 435 D.P. Mann Underwriting Agency Ltd. DR Mann 83.0 155.2 4.5 8.4 

-490 R.G.B. Underwriting Agencies -l:0.-/Ill PM. Brotherton-im 82.1 53.5 1.22.2/
» 947 A.J. Archer & Co. Ltd. -.. ... '»' M.R. Harris 76.7 143.4 0.8 1.5

"Syndicates whose largest prooortion of business is non-marine Mr. Hazen was Succeeded by John Wetherell on July 1: 1989 account remains open 
Source: Lloyd's of London -.Ill. -I llip --I

Line Reinsurance Ltd. with an in-
demnity value of $203.8 million for
a $100 million premium

Syndicate 235/237, managed by

Edward Williams Coutts & Part-
ners Ltd., also has been forced to
keep open its 1389 account. The
syndicate's underwriting capacity
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slumped to 20 million pounds
($37.4 million at appropriate ex-
change rate) in 1992 from 38 mil-
lion pounds ($73.3 million at ap-
propriate exchange rate) in 1991,
and it faces continued uncertainty
over potentially huge pollution
claims.

Deteriorating claims from prior
years have forced syndicate 404,
managed by Cuthbert Heath Un-
derwriting Ltd., to leave 1989 open
and members likely will be hit with
a big loss.

The loss on 404's 1989 account

is 58.1 million pounds ($112.7 mil-
lion), of which about two-thirds is
due to deterioration in old years.

Casualty underwriters are un-
likely to make the underwriting
mistakes that were made in the

1940s and 1950s, when broad cov-
erage produced large liability
losses that are still affecting the
many syndicates' results, Mr.
Lloyd-Roberts said.

Some syndicates, in fact, have
been able to reduce reserves for

prior years, which boosted their
1989 results.

Encouraged by the performance
of reserves to meet liabilities for

1988 and prior years, syndicate
780, managed by B.F. Caudle
Agencies Ltd., released 3.6 million
pounds ($7 million at current ex-
change rate) from reserves.

The closing of pre-1989 accounts
previously left open is proving to
be slow work due to continuing
uncertainties.

Reinsurance disputes also are
causing some syndicates to keep
their 1989 accounts open.

Both syndicates 727, managed by
S.A. Meacock & Co., and 640, for-
merly managed by H.G. Chester
(Holdings) Ltd. and now managed
by London Wall Managing Agen-
cies Ltd., have been forced to keep
open their 1989 accounts due to re-
insurance disputes with Eagle Star
Insurance Co. Ltd. of London.

In both cases, Eagle Star is dis-
puting payments under runoff re-
insurance policies written for the
syndicates' prior underwriting ac-
counts.

Syndicate 640, which ceased un-
derwriting this year, is making a
cash call on members of 2.2 million

pounds ($4.3 million), or 30% of
1989 stamp capacity, solely to
cover losses Eagle Star is refusing
to reinsure.

The threat of reinsurer insol-

vency is causing many syndicates
to boost their reserves.

"Since the profitability of the
syndicate can be adversely affected
by failures of reinsurance security,
particularly in a year such as 1989,
we have made provision for actual
and possible future reinsurance se-
curity failures," notes underwriter
J.R. Cackett in the annual report
for syndicate 1001, managed by
Wendover Underwriting Agency
Ltd.

.

Associate Editor Gavin Souter in

London contributed to this report.



Living with low property rates
Lee prefers to lead
when underwriting
while others follow

By GAVIN SOUTER

LONDON-"We lead, others fol-

low" is the slogan Alan Lee uses to
market his syndicate to members
agents.

Like other Lloyd's of London
non-marine underwriters, Mr. Lee
has had to live with low rates for

I North American property risks for
several years. But as a leading un-
derwriter he can chase more prof-
itable business rather than wait for

someone else to bring it to him. .
Mr. Lee started with broker

Price Forbes Ltd. on leaving school
in 1955. In 1959, he switched to un-

derwriting and joined non-marine
syndicate 210. There he rose
through the ranks until he was
made active underwriter in 1988,
replacing Ralph Rokeby-Johnson
who retired.

The syndicate, managed by
Sturge Non-Marine Syndicate
Management Ltd., currently leads

In his first year as underwriter,

80% of the business it writes, Mr.
Lee said.

1 Mr. Lee earned 14.7 million pounds
($28.4 million) in profit for syndi-
cate 210, but like many non-ma-
rine underwriters he watched the

red ink rise in 1989. The syndicate
reported a 13 million pound ($24.3
million) loss in 1989, and it will re-
port a loss for 1990 when those re
suits are out next year, he sad.

"Our 1989 result was badly af
fected by the poor results of the
whole market because we wrote

members' stop-loss business and
errors and omissions coverage for
managing agents, members agents
and brokers," he said.

Provisions for these losses

amount to 8.5% of the syndicate's
capacity, Mr. Lee said.

Although it is too early to pre-
, diet results for 1991, they also are

being battered by the worldwide
, recession, a rise in the crime rate
: and continued low rates.

Prospects for 1992 are looking
better, with rates rising in most
areas, outside of North America,
Mr. Lee said.

Capacity has plunged along with
syndicate profits. After rising to
224 million pounds ($432.2 million)
in 1991 from 185 million pounds
($297.7 million) in 1990, capacity
plummeted to 142 million pounds
($265.5 million) this year. Still, 210
remains the second-largest syndi-
eate specializing in non-marine.

Throughout the market, capac-
ity fell in 1992, but syndicate 210
was hit particularly hard because

I it did not market itself to members

agents with enough vigor, he said.
"We did not use all of our ca-

pacity in 1991 and we thought that
general reduction in capacity at
Lloyd's would mean that our 1992
capacity would fall back to our
1990 level. We would not have

been unhappy with that," he said.
Many other syndicates tried to

stem capacity cuts through aggres-
sive marketing, Mr. Lee said. "We
were not quick enough out of the
blocks and we did not get out to
the members agents soon enough."

He projects that capacity next
year will remain steady.

Mr. Lee is keen for the syndi-
cate to increase its capacity to 200
million pounds someday, and he is
prepared to take on corporate capi-

I tal-when that is allowed-to hit

that goal.
Since 1988, the syndicate has

concentrated more on property
than lkability business and has
aimed to balance its account

equally between North American
and other risks, Mr. Lee said.

"We are finding that rates in
Australia and Europe are begin-
ning to change quite dramatically
so we a re focusing our attention on
those areas a little more." he said.

Although North American rates
haven't budged, the syndicate still
will try to obtain about half of its

business from North America, he
said.

"The U.S. market irrespective of
its courts and its jurisdiction prob-
lems holds out the best opportuni-
ties for Lloyd's underwriters," Mr.
Lee said. With U.S. policyholders
more likely than others to consider
a wide variety of packages, Lloyd's
underwriters have a chance to use

their entrepreneurial skills.
Mr. Lee would like to write more

general U.S. property business

mmN
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rather than the catastrophe and
surplus lines business brokers tend
to bring to Lloyd's.

"General business means large
volumes and you have to spend
money attracting it and servicing
it, but we are very keen to look
into this and focus on the agents
who want to join us," he said.

He is particularly interested in
business in Illinois and Kentucky,
where Lloyd's is licensed.

Mr. Lee visited the United States

six times last year, and his deputies
cross the ocean even more fre-

quently. "If an opportunity arises, I
will send out one of my un-

derwriters. They will go within 48
hours if necessary," he said.

Syndicate 210 is split into fire
operating teams headed by senior
deputy underwriters:

• The U.S. operating team,
headed by Graham Taylor.

• The treaty operating team,
headed by Nick Wooldridge.

• The international operating
team, headed by Patrick Plaisted.

• The householders comprehen-
sive operating team, headed by Ray
Spicer.

• The financial institutions

operating team, headed by Brian
Everall. i

Wh¥Worry? Has'Ihe Excess
Markef EverI*You Down Bebre?

A gentle reminder to veterans of 1984: excess liability capacity, andeven thesohency of
carriers, can't be taken forgranted. Unless you have your coverage with American Bocess Insurance
Association, the American Slip.

Look at the names ofourmember companies (individual surplus ranges from $50 million
to over $3.5 billion). This kind of financial strength and undeniting talent assures a long-term
stability and predictability that no other facility can provide.

In fact, American Bocess was specifically established to provide a responsible, long-term
solution to the excess capacity aisis.

We wtite asinglepolicy of$75 million in excess of $25 million (some eeptions apply).
bu enjoy one application, one underwriter one policy and one claim manager W£ are admitted
andfully licensedinall states except ND, 1X and WY We also offer coverage in Canada and
other countries.

Hard times could be closer than you think Don'tyou think it's
Jill--

time to look into the American Slip? Ask yourbroker or agent to ca]1 an
American Excess underwriter at (203) 528-2155 or fax (203) 282-9393. American Excess
*Note: A few classes am restricted to $50 million in eress of $50 million. Higher awchments considered Insurance Association
on a case-brcase basis.

Each member isseverally and not jointly bble brits share, asspeafiedin thepolicy, of any assumed nsk.
Terms and conditions of cove,vge me as stated in the policy.

Underwriangmemberoompanies and surplus as of 9/91: The Aetna Czsualty and Sure Company ($2.4 billio,0, American Home Assurance Company
($1.3 billiorO; Cononental Casualty Company ($3.5 billioW; Rderal Insurance Company ($1.5 billion); The Continental Insulance Company

($401 millioN, United Starts Fire Insurance Company ($401 milliorD, General Star National Insurance Company ($54 millioiO;
The Home Insul·ance Company ($768milljon); Insurance Compeny of North America ($687-milliozO, Maryland Casualty Company ($791 million);

XAC Reinsurance Corporation ($217 mim621helhavelers Indemnity Company ($2.1 billion): Zurich Insutance Company, US. Branch ($505 million)

r
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Staying alive amid resignations capacity due mainly to member frustrated they are losing capac-
agents rationalizing their portfolio ity at a time when the market is
for 1992," writes underwriter K E showing signs of tightening, and
Noden many syndicates are trying to in-

Syndicates reduce capacity, cut costs dicates due to reduced capacity With its capacity off a quarter- crease capacity for 1993
At syndicate 210, managed by to 66 milhon pounds ($123 mil- "It is frustrating to find our-

By CAROLYN ALDRED slumped about 42% to 13 2 mil- Sturge Non-marine Syndicate lion) this year from 89 million selves with reduced capacity at the
hon pounds ($24 7 million) m 1992 Management Ltd, capacity fell pounds ($17 2 nullion) m 1991-the commencement of improved mar-

LONDON-As Lloyd's of Lon- from 22 7 million pounds ($43 8 36% to 1427 million pounds syndicate has withdrawn from ket conditions," notes underwriter
don members resign in record million) in 1991 ($2668 milhon) trom 2245 rmllion most of the catastrophe business it T W Brien m the annual report for
numbers, taking their capital with "This was caused in part by pounds ($4333 million) in 1991 formerly wrote as well as reducing syndicate 15, managed by Stewart
them, many non-marme syndicates names resigning and also by what I This decline has prompted lt "tO ltS Canachan and U K homeowners & Hughman Ltd
are being forced to reduce their beheve to be a 'knee-Jerk' reaction withdraw trom a number of classes busmess As a result, Mr Brlen "will be
volume and slash their costs to catastrophe syndicates, follow- of business where the syndicate Declining capacity-it was off seeking increased support for

"The 1992 underwriting year is ing the disastrous results of some had only a supporting role. electing 35% to 87 million pounds ($16 3 1993 "
a difficult year for Lloyd's and of the larger catastrophe syndi- to maintain our participation in milhon) from 134 milhon pounds "The very disappointing reduc-
non-marine syndicates in general cates in the market that have sub- the business that the svndicate ($25 9 milhon)-has forced syndi- tion in capacity" of syndicate 1066,
as capacity leaves the market, fol- sequently gone into runoff,' adds leads," said underwriter Alan Lee cate 1098, managed by Polwring managed by Merrett Underwriting
lowing the disastrous years of Mr Wl]Iiams (see story, page 35) Underwriting Agency Ltd, to Agency Management Ltd, "unll no
1988, 1989 and seemingly 1990," As a result of the reduced ca- In addition, ' some unprofitable cease writing personal stop-loss, doubt mean the loss of some profit-
wrote underwriter A A Wilham in pacity, the syndicate has reduced lmes were discarded," he said personal accident, Lloyd's agents able business," wntes underwnter
the annual report for syndicate premium volume for less profit- Syndicate 1086, managed by errors and omissions, and some po- Ken Barrett m the syndicate's re-
1002, managed by BPD Kellett & able areas of its account Cuthbert Heath Underwriting Ltd . htical risk and directors and offi- port
Co Ltd Indeed, similar action has been "in common wth most syndcates cers liability business However, "We must maintain

Syndicate 1002's capacity taken by many non-marine syn- in the non-marine market. has lost Non-marine underwriters are Continued on next page
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Continued from prevzous page 1993 and 1994 ners Ltd, has "been compelled to agencies appear to be taking the 1992, and reduced its profit corn-
our market position to be able to The reduction m CapaCity is Sti- take drastic action over staffing advice seriously (BI, Jan 20) mission income reti ospectively to
influence pricing in the direction fling Lloyd's pn)gress at a crucial levels, and approximately one- "Expense control is a vital com- the 1989 account," noted Mr His-
it needs to go," said Mr Barrett time in its history, some un- third of the staff of the syndicate ponent of the overall return to cox
So, they, too, are looking to in- derwriters point out have resigned, retired" or have names, and I endorse the commit- Wendover Underwriting Agency
crease capacity for the 1993 ac- Lloyd's had been beginning to been laid off, writes underwriter ment in the task force report to re- Ltd also abolished its minimum
count attract more business in contmen- M V Williams in the syndicate's duce COStS ln order to restore managing agency charge for 1992

Syndicate 1066's capacity tal Europe, particularly inthe light report Lloyd's traditional competitive and has appointed a panel of ex-
dropped to 569 m_llion pounds of the single Ewopean market and Syndicate 235/237's capacity fell edge," writes under·wi iter Colin ternal members agents to review
($106 4 million) this year from 86 4 the aftermath of the European nearly 50% to 199 million pounds Spreckley in the annual report foi the expenses of each of ltS syndi-
million pounds ($166 8 million) in windstorms of 1990 ($37 2 million) in 1992 from 38 5 syndicate 1001, managed by cates
1991 "We belieze it is of vital im- million pounds ($74 3 million) in Spieckley Villers Hunt & Co Ltd Some smaller agencies are com-

Underwriter J W eedon writes portance that Lloyd's plays a lead- 1991 As a result, no Spreckley em- bmIng administrative functions in
that syndicate 1143 managed by ing role in Europe for the future It R A Lissenden, underwritei for ployees have i eceived pay raises an effort to reduce expenses
Weedon Underwriting Agencies 19 therefore most disappointing for syndicate 404 managed by Cuth- this year, and staff leaving the or- For example, J E Mumford Un-
Ltd, has 'suffered a frustrating us at this time that while rates are bert Heath Underwriting Ltd, ganization are not being replaced, derwriting Agencies Ltd has
reduction in capacity considering Ilsing our capacity is reduced," notes he has "completely reviewed he said formed an administration company
the opportunities ncw presenting argues J D Plart underwriter for the underwriting, discontinued Similarly, salaries of all senior with fellow agency Newman &
thembelves " syndicate 506. managed by Clare- several classes of business, made underwritmg staff at Hiscox Syn- Stuchberry Ltd called Shared

The syndicate's stamp capacity mount Underwmting Agency Ltd staff reductions and Ieduced the dicates Ltd were frozen last year, Syndicate Services, Ltd The foi -
fell to 128 million pounds ($23 9 Capacity i eductions also are underwriting box to less than half and senior officials took a pay cut, profit company will perform joint
million) from 164 rr illion pounds toicing many Lloyd's syndicates to ltS formet size said Chairman Robert Hiscox administi ative functions while al-

($31 7 million) in 1991 Meanwhile, severely trim their costs Cost control was stressed by the The agency "also voluntarily re- lowing the two agencies to operate
Mr Weedon predicts that market Syndicate 235/237 managed by Lloyd's task force report on market duced ltS fee income by scrapping independently, explained un-
capacity will continue to reduce in Edwards Wilhams Coutts & Pait- reforms earlier this year, and most minimum (management) fees for derwnter J E Mumford .

It's not too late to be part

of the most exciting

celebration of the year

This retrospective will

review developments,

trends, legislation and

regulation that have

shaped the way corporate

executives purchase

insurance, meet risk

management challenges

and respond to employee
benefits and health care

alternatives

Penetrating interviews

with the most Influential

leaders in benefits and

risk management, plus
'f'' an analysis of leading

insurance and reinsurance

companies and brokers,

then and now, will attract

worldwide attention

A.

This powerful editorial
0 2>r, YS'i - feature will position your

3 5 .

ad in front of more than

148,000* administrative
.. ..

and financial executives,

insurance, risk, and

benefits managers,
' I

insurance and reinsurance

....
company executives,

.. agents and brokers, and

other consultants and
r +

service providers

Reserve your ad space
. today Preserve your

place in this 25-year
A . history This is one

0 0 collectible that won t be

f
collecting dust

xIncludes pass-along readership
---

ragesGIiranteed
-Ul'*'ll://1

-4.9.,4.851
1 l t

3
Insur¢ince#

Coverage Guaranteed

,



·, FINITE

\DEp fi.

1 p o 0, .... I
'£f ATRUSTS'

WHEN YOU TAKE AN ALTERNATIVE ROUTE,
TURN TO US FOR REINSURANCE.

1 .1 '4 --, ,                                                                                                                                                                                                                                                                                                                                                                                                ,
19*69& I 'M . k

--

---   - L.'- r.I-
'

-=F-Ti74, --16- 6 -2.r -42 1- ,

,

--

i- -, *- I.

.Z /

n I 51

41

'al
-

-1

0 I

3..75*5. t..

/1 -

0.&381 . k..

*si:,1,}05:44

. =- '.,-,k

4. r

- e

&51 1, --
--

*
2. 1

AL -
t. - ·.

. 1 -121

1 1- -,

£ 1="
«. i.Ill/61 fm --- .,F·'J. =r i -irk-1* -1
/: =I

1 11  r. 113=
-

S jir,

««===*a<lizle* Fbr&8%444

1 n today's marketplace. a financially strong and stable reinsurer is the only alternative. The experienced

professionals at North American Re bring sale, secure reinsurance to your alternative structure. For more.
information on alternative markets, call Carla Shenkmaii. Director of Alternative Markets. at 212-907-8013.

\()1{!H \\11<1{1{ , \\ 1{ 1.[\Sl i{ ,\NCE ( ( )1(1'c )li \'110\ 237 PARk ·\Unl F. NK\\ lnRk. \1 In )1 1 -t]Ti. \1\TA 15( Al(A ( 111(:4(,1_) 11\1.1. \5 1 c )5 \\(,ELES M':\\ )()1{k ]'1{11.-\ f)1·:1.1'111\ >\\ ] H\\(-:I>(:c )

f

+

&*4 ...
* I ./

4

4 ,5 '

=*.

7121 - »»
3

-jE.j '
-

2 *. -- CAPTIVES
I ' 1,

1 1- 1

't
- i.

4. In I -
1 1

RECIPROCALS

$«R Yaft? 24]4*talilit:114

, - =' ,_ --5,-'1 - , - GE 4 , - , - k='f'547*>,YE J
- - - 4.'+11·=r·-

li- i

.

< FliINAN© IAL Ip::),

4-

'

% I.' -449

4'r

--

1 J

92-I

- 1. 41.p

NOETH AME12.ICAN

ms



/
1

4

Perspective-- Business Insurance, August 31, 1992 / 39

 Storms ahead at Lloyds ,

By John Rew Refinancing plans insufficient to meet this year's solvency
requirement

AS A LONGTIME MEMBER of Lloyd's of Next year, we are looking at a loss for the 1990
London, I found the windstorm that struck account of 1 5 billion pounds ($2 91 billion) But at

Europe in October 1987 very significant This 2 will be borne least one-third of this will fall on members who no

billion pound ($3 88 billion) cost to the insurance longer have funds available because they have been 5
industry was followed by an even more expensive by fewer members burnt from the 1989 loss

encore in January 1990 In the meantime, we That means next year's anticipated special levy
experienced the most costly man-made disaster in will be a larger amount, spread among a smaller
history the Piper Alpha explosion in the North Sea will lose one or two men, but the bulk of the platoon number of members-giving rise to a much greater
in 1988 will get through However, if the field contains only levy I estimate that the levy next year will equal

As the 1987 hurricane was blowing itself out, I one bomb-alebeit a nuclear one-making your 10% of members' premium income, rather than this
was rummating ruefully over my 1984 accounts, platoon spread out to go through the field increases year's 5% spread over three years
which Included the result for the dreaded your chance of losing them all In addition, next year's combined effect of
non-marine 604 syndicate that I had joined in 1979 That is how it has been with Lloyd's over the last additional levies and losses is likely to produce a
This syndicate was heavily involved in asbestos and three years Unfortunately, the spate of losses in further sizable reduction in the number of solvent '*f-
pollution risks in North America m the 1950s and 1988 and 1989 means I will have lost my Lloyd's members who are likely to continue underwriting
1960s The 1984 account had been left open because deposit many times over (Each member must put up in 1994 Next year, I assure you, there will be few
of the major losses that were in the pipeline, though one-third of his allocated capacity into a Lloyd's happy faces
only a loss of 4% of allocated capacity was declared deposit, which must consist of liquid assets) By 1994, the market could be reduced to 6,000

V that year However, not all has been unalloyed gloom, and members and capacity of 4 billion pounds ($7 76
By the followlng year-about the time that Piper our house has not been turned Into Chateau Despair billion) once the remaining membership has coped

Alpha was blowing in July-Syndicate 604 was At least the deposit that I lost is much less than with the combined effects of 1991 account losses of

producing a loss of 5 5 million pounds ($10 7 million the premium quote to close syndicate 604, so I am an estimated 750 million pounds ($1 45 billion) plus k
at current exchange rates), or 36% of the syndicate's getting off at half the price on that score levies

capacity I was told sometime later that this was the I will be able to walk away from all my Lloyd's We are facing a really grim future
worst syndicate for asbestos and pollution claims problems with "a song in my heart and a smile on What Lloyd's lS facing is a major refinancing
and that to insure myself out of the open year would my lips," as P G Wodehouse would have said requirement to cover between 4 5 billion and 5
cost a premium of 1,500% of my allocated capacity When contemplating my exit from Lloyd's, the billion pounds of losses ($8 73 billion to $9 7 billion) 1..

Considering the spate of mega-disasters, I thought alternatives are death or bankruptcy As my in the period of 1988 to 1991 This compares with
that insurance rates would harden As we know premature demise will give far too much pleasure to the total wealth of nearly all of the 32,000 members
now, there was far too much capacity in the market my many detractors to make it an attractive of about 7 5 billion pounds ($14 55 billion)
for this to happen But as I had the opportunity of proposition, the latter course appears infinitely So, on average, between now and 1994 we shall
either buying myself out of the market at a cost of more inviting effectively have lost two-thirds of everything we
something like four times my Lloyd's deposit The levy of 500 million pounds ($970 million) to possess

-which was more than twice what I possessed-r boost the Central Fund to 1 billion pounds ($1 94 We hope that the 1989 year is the nadir of the
"trading out" of my losses by doubling my deposit, I billion) in 1992 is a result of the likely insolvency market's misfortunes But looking at the worldwide
chose the latter course and increased my of up to one-third of the membership this year We insurance industry, the recovery is fragile
underwriting for 1989 at Chatset Ltd estimated in the early spring that Therefore, members who are coming to face the

I was very cautious at the time, and I also felt that the levy would total 450 million pounds ($873 facts may find reality is better than the future
taking very small shares on a lot of syndicates was million) At that time, we were looking at a smaller Aer=*

probably the most cautious way forward probable loss of 1 4 billion pounds ($2 72 billion)
How wrong I was This approach was similar to instead of 2.06 billion pounds ($3 99 billion) for John Rew M a member Of Lloyd's of London and

marching a platoon of soldiers through a minefield, 1989 chairman of the Society of Names He also ts a

where if you spread them out, you are sure that you I feel uneasy because the levy, I believe, may be syndicate analyst for Chatset Ltd

' New books examine Uoyd's woes
By Stacy Shapiro unnamed members who have suffered trials relating to several syndicates,

Books & Ideas losses A member referred to as including the syndicate underwritten
. 43 HE FINANCIAL crisis at Lloyd's " Peter" offers good advice to those by Richard Outhwaite, the membersTof London has spurred several problems, "Nightmare on Lime who might want to join Lloyd's He action groups that have sprung up,

authors to rush into print with books Street" by financial Journalist Cathy says that an investor should not even and the events leading to the «4

on the market that deal with fact, Gunn, offers a factual look at the consider Joining Lloyd's unless he's appointment of a task force tot,

opinion and fantasy events at Lloyd's in the 19805 right up worth 500,000 pounds ($970,000), recommend changes to the structure of
The repeated allegations of secrecy to April of this year It iS a fine effort earns at least 60,000 pounds ($116,400) Lloyd's

and lack of information has also Jolted to wrap up the story so far, though a per year and has some knowledge of The author concludes "Lloyd's
the Corporation of Lloyd's to produce pile of press clippings from the past the insurance market survival will be a close-run thing If
the most comprehensive list of year would offer the same "Take an active interest, because lt she sinks and goes down fast, the
syndicate results ever to be published information is a business you're in," Peter downdraft and the waves will rock

T Sadly, this information is long Despite the title, the book is written advises "You've got to be other insurers, reinsurers, brokers and

t overdue Others, like Chatset Ltd and with an objective flair, giving the young Don't start when you're the holders of Lloyd's policies-from - 

the Assn of Lloyd's Members, have positive views of the people working close to retirement age, go in while British car drivers to vast companies
offered similar information for years in the market balanced by the critical you're under 40 and come out at 60 -all around the world, to say nothing *

t Three books were launched in the views of members who have incurred with your profits " of the disastrous impact it would also
" United Kingdom about the time large losses The Writing iS fresh and "Nightmare on Lime Street" have on Britain's balance of payments,
4 Lloyd's announced its record 2.06 original, though it is alleged that the explains in detail the causes of Lloyd's in the short-term at least If she were
t' billion pound ($3 99 billion) loss for its book was hastily researched and massive losses in separate chapters on to sink slowly, for lack of new names

1989 results (BI, June 29) written asbestos, pollution and the and new capital to underwrite new
Ms Gunn rightly points out Lloyd's catastrophes of 1987 to 1990 It is business, and a lack of good business

b

"Nightmare on Lime Street" was "caught napping" in the 1980s, evident in a chapter describing a day on offer as brokers look to safer
3}' By Cathy Gunn but it wasn't the only institution in in the life at Lloyd's that the author carriers for their clients' insurance,

Published by Smith Gryphon London to face "embarrassing sat at an underwriting box for a day in the companies already clustered close
Ltd., Swallow House, 11-21 revelations " So, too, did London's order to witness how the market to the large insurance brokers in the
Northdown St., London Nl 9BN Stock Exchange and personal actually works City of London will just move steadily ,

Price: 15.99 pounds investment managers, which led to the Ms Gunn also touches on all the into the vacuum, glad of the extraZS

i
Financial Services Act of 1987 malor events to hit Lloyd's in the past business available in a hitherto 1

The first book about Lloyd's Ms Gunn also devotes a chapter to few years the losses and subsequent Cont:nued on next page i
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Uoyd's reading qualifications Above all, it is the story "The Great Lloyd's Robbery" Sir Francis has been connected with * fi
of a man-made disaster that need By Sir Francis Dashwood Lloyd's for 37 years, and is also

Contznued from previous page never have happened " Published by Merlin Books Ltd. involved in land investment, farming
oversupplied insurance market Those who have worked in the Braunton, Devon and forestry m England, Wales, the

"But would this be allowed to London market find that Mr Mantle Price: 10.95 pounds United States and Australia He set up
happen? Probably not " praises some people who are his own publishing company to

considered dubious at best and Anyone wanting to read real trash produce this work of fiction, but he
"For Whom the Bell Tolls" criticizes others who are considered should pick up Sir Francis really shouldn't give up his day job
By Jonathan Mantle honorable He also inserts inaccuracies Dashwood's first attempt at fiction
Published by Sinclair-Stevenson, in history, which lead market called "The Great Lloyd's Robbery " "Limelight: Lloyd's Syndicates

7/8 Kendrick Mews, London observers to conclude that he doesn't In 139 flimsy pages, Sir Francis Results 1991"

SW7 3HG know a thing about Lloyd's except attempts to tell the fictional story of By Lloyd's of London

Price: 18 pounds what he has been told by biased an employee in the market named Sold by Lloyd's of London Press
sources Archi who commits a theft to pay for Ltd.

The book that has caused the most For example, he mentions two his underwriting losses He steals an Colchester, Essex, CO33LP

dissent in the market-"For Whom the settlements relating to PCW item from the Nelson silver-a fax: 0206-772240

Bell Tolls" by professional author Underwriting Agencies Ltd The first collection that once belonged to Price: $70 including postage and
Jonathan Mantle-was released the one was carried out by the company's Admiral Nelson-which is on display handling

4 - day Lloyd's announced ltS global predecessor, Richard Beckett in the Lloyd's building
losses for 1989 in June Underwriting Agencies Ltd The Sadly, his attempt makes Judith A book that should be on the shelf of *j

Its title is not original and neither is second was agreed to by Lloyd's (BI, Krantz's novels look like Pulitzer everyone who has an interest m*,2.- '' the slanted opinion that Mr Mantle April 13, 1987) Prize candidates He says, for Lloyd's has recently been published by *
offers in his 360-page book He has But Mr Mantle claims that the first example, that with the exception of the Corporation of Lloyd's
very few favorable opinions of Lloyd's settlement was made by Lloyd's, too, one chapter, characters portrayed in The 591-page paperback titled
and a lot of criticism which is incorrect this book are "entirely imaginary "Limelight" gives detailed financial

One can begin to understand his Mr Mantle's book also implies a But he mentions some real-life players Information about every syndicate
+ dark impression of Lloyd's by looking massive conspiracy by Freemasons in the market in other parts of the -both active and in runoff-at

at his list of acknowledgments, which and the older guard at Lloyd's to book and devotes whole chapters to Lloyd's at year-end 1991 This
include underwriters and brokers destroy external members for their the real issues of asbestos and includes each syndicate's complete
ousted by the market, disgruntled own gains It is an interesting theory, pollution claims 1987-1989 results, and the results so

members facing big losses, including but the market is too dislointed and The plot is so far-fetched and full of far for the not-yet-closed 1990 and 48€.

9% politicians, and a former Lloyd's chief disorganized to make such a holes that it is laughable, especially to 1991 underwriting year, the full names

4* executive, Ian Hay Davison, who is conspiracy viable a generation raised on made-for- of each syndicate's managing agency,
Y{%5 now a major critic of Lloyd's Nevertheless, Mr Mantle strings the television movies Archi and his underwriter, the members' agent with %*
4482

Any journalist in London will tell problems of Lloyd's and ltS members girlfriend Luscious Lucia fly a hot-air the most capacity for 1992, auditor 4/*

j you that he or she has heard many of m the 1980sina remarkable flowing balloon onto the top of the Lloyd's and prmcipal investment manager a
41( Mr Mantle's opinions before from fashion building at 7 30 on a workday breakdown of the categories of

ft{*5*f angry members who call them in an His work is the first to show how all morning Archi rappels down the business of each syndicate in 1991, the
T=1

-26 effort to use the media to try to the scandals, reports, losses and entire length of the atrium without number of external and working
4* reclaim their losses Only Mr Mantle changes flow together It is a anyone noticing him, lands in the names and their capacity, the calendar *fi

f'n

has had the courage-or naivete-to fascinating read, albeit one-sided middle of the Lloyd's market, gasses year investment yield, and exceptional - 9
4 t string all the allegations into one Unfortunately, both Ms Gunn's and the security guards, creates smoke so reinsurance arrangements

book Mr Mantle's books were on the the alarm bells ring, breaks into the Chatset Ltd and the Assn of

"This is the story of how a shelves before Lloyd's closed the end cases containing the silver and walks Lloyd's Members have been offering
world-famous financial institution of an era with ltS record losses for out dressed as a fireman booklets on syndicates' results for the 552
tried to maintain a semblance of 1989, its reports on the London The reader may wonder why the past few years, filling a void left by

K,- dignity while its morals, some said, excess-of-loss market by Sir David hero doesn't Just show his Lloyd's pass Lloyd's, which wouldn't publish the
.'>«A
5"

descended to below those of a Walker and on governance by Sir to the guards and walk in instead of information until now

Lebanese casino," Mr Mantle's Jeremy Morse, and its appointment of rappelling from a great height However, Lloyd's statistics in

treatise begins "It iS the story of how David Rowland as the next chairman Flying a hot-air balloon in the "Limelight" are the most completeiti
an exclusive club threw open ltS doors of Lloyd's Perhaps both authors are middle of London without being seen because they come from the horse's
to new members for whom greed and considering a "Lloyd's Returns" during the rush hour is also ludicrous, mouth, albeit a late-running horse
gullibility were the sole entry sequel never mind impossible Get this book now .

4,59,

Cover denied to worker disabled after leaving
The onset date of disability, as opposed to the date walked up behind him and tapped hun on the shoulder ,

of mlury, is the controlling factor in assessing ellgibillty Leg¢11 Briels Mr Ward was so startled he jumped into the EKG
=,11»

for benehts under a group disability insurance pollcy, machine, cut his hand and arm and was otherwise
,**14

according to a Tennessee appellate court unnerved He fimshed the job, called his employer, saidemployee' of Ingram
June Demontbreun started work for Ingram & he could not work anymore and went homeThe tnal court decision was reversed

Associates in July 1982 doing telephone collection work His wife found him distraught and speaking withDemontbreun us CNA Insurance Cos, Court of
On March 18, 1985, she injured her back at work in Appeals of Tennessee, Aug 19, 1991 Permmston to a stutter, which he had never done before Thereafter,
trying to move a tub of files She notihed her supervisor appeal dented by Supreme Court of Tennessee, Dec

Mr Ward underwent medical treatment for a mental

s but continued to work despite pain because she could 30, 1991 (BI/03/Sept -$10)
condition He filed for and was awarded workers

not afford to lose her commissions compensation benefits for a mental condition The
Eleven days later, the employee quit her Job followmg employer's insurer appealed

a dispute with another worker over Ingram's smoking Workers comp 'accident' On appeal, the insurer argued that Mr Ward had
pohcy It was not until May 1985 that the employee A physician's starthng of a service engineer as he was failed to prove that his disability resulted from an

F»

sought medical attention for her back In June 1985, she repairing medical equipment was an "accident" under accident so as to be compensable under the workers 43

: underwent surgery for a ruptured disc workers compensation law, according to the Court of compensation law They asserted his injury occurred
The employer was covered under a group disabillty Appeal of Louisiana as a result of the buildup of stress over a period of1/

pollcy issued by CNA Insurance Cos that covered Donald Ward Jr was employed as a held engmeer several months

"active, full-time employees," defined as "a permanent with Marquette Electromcs Mr Ward's duties Included However, the court said that the evidence supported
employee who works at least 30 hours per week" the mamtenance and repair of comphcated, a conclusion that the disability was tnggered by the

Ms Demontbreun filed a claim for benefits with the computerized medical equipment valued in the hundreds Incident when he was startled by the doctor, quallfyIng
msurer, which was denied She sued and won m tnal of thousands of dollars Any mistake m the maintenance him for compensaton benefits
court or repair of the equipment could endanger the life of a Ward us. Commercial Union Insurance Co, Court of

On appeal, CNA argued that the employee was not patient Appeal of Louisiana, Dec 18,1991 (BI/04/Aug -$10) .
entitled to group disability benefits because she was In October 1986, Mr Ward's area of service was

not disabled while employed at Ingram The appellate mcreased considerably because of the resignation of one
f· court reviewed the pohcy and concluded that "while engineer This required him to put in long hours and These abstracts were prepared by Mayo H i .ES

the pollcy covers ellgible employees who are mlured on service equipment with whlch he was not fully famillar, St:egier Copies of these dec:sions are avadable by
the Job notwithstandmg their later termination, it does nor for which he had been tramed In February 1987, sending a $10 check payable to Mayo H Stiegler

- not cover persons who become partially or totally durmg a particularly heavy-duty day, Mr Ward was to Business Insurance, 740 N Rush St, Chicago, Il B
disabled after they cease to be an 'active, full-time working on a electrocardiogram machine when a doctor 60611-2590 Ltst the number for each opinion



Fresh capital needed
to ensure Lloyd's
long-term security
Profitability vital to draw investors

By GAVIN SOUTER

LONDON-Lloyd's of London
provides policyholders with ade-
quate security, but it must work
hard to maintain its capital base
and return to the black if it wants

to maintain that security, a rating
agency executive says.

In the long term, Lloyd's security
depends on whether efforts to at-
tract sound capital to the market
are successful, he said.

Meanwhile, Lloyd's of London
may soon allow syndicates to dis-
count reserves for long-tail liabil-
ity losses if proposed changes to
accounting rules for financial rein-
surance are approved, a Lloyd's
official says.

In the short term, Lloyd's poli-
cies are secure despite large losses
and falling capacity, says John
Gardner, managing director of In-
surance Solvency International, a
unit of Standard & Poor's Corp.
But for those policies to remain se-
cure, Lloyd's must ensure that its
capital base is secure, he said.

There is little concern about the

claims-paying ability of Lloyd's
syndicates in the short term, but if
there is a prolonged downturn in
the insurance market, you have to
ask if there will be a long-term
supply of capital to the market, Mr.
Gardner said.

Right now, it is impossible to
accurately rate the security of

' Lloyd's syndicates,. he said. Last
year ISI began reviewing the avail-
able information on syndicates, but
the company does not have access
to enough information to assign
the equivalent of an S&P security
rating, Mr. Gardner said.

To provide an S&P rating, the
company would have to be invited
by Lloyd's to review and discuss all
of the financial information avail-

able on the market, he said.
He would not say whether any

syndicate managers had retained
the rating agency.

Lloyd's own public defenses of
the security of Lloyd's policies are
not always convincing, Mr.
Gardner said. The oft-stated as-

sertion that it has always paid
valid claims is of little significance,
he said.

"I have always thought that this
was rather a peculiar thing to say,

i because every insurance company
that is still in existence has paid all
its valid claims," Mr. Gardner said.

Another tenet of Lloyd's defense
1 of its security is equally bogus, he

said. "Lloyd's says that there is 18
billion pounds ($34.92 billion) be-
hind the Lloyd's policy. Well, yes
there is-but not behind one pol-
icy," he said.

A solid capital base for the fu-
ture is what is needed, Mr.
Gardner said.

Lloyd's will be able to rely on
individual members as its princi-
pal source of capital, he said.

"Although there are members
leaving the market and there are
members who are facing large
losses, there doesn't appear to be
that many of them at the moment,"
Mr. Gardner said.

Of the 6,000 members reputed
to be on the 18 syndicates with
large losses, 3,800 belonged to
three or fewer, he said. Only two

members were on all 18 of these

syndicates, Mr. Gardner said.
"Many of the names on those

syndicates may be able to survive,
and I'm sure that their accountants

will be telling them to sit it out if
they can for the tax advantages in
the future when profits return."

Also, many members will be un-
able to leave Lloyd's because they

Continued on nezt page
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Fresh capital
Continued from previous page
are on open syndicates, Mr.
Gardner said.

Within two years, the capital
supplied by members could fall to
7.5 billion pounds ($14.55 billion).
Lloyd's will need to increase its
capital to improve the capital-to-
cost ratio of its syndicates, he said.

"Lloyd's must regain the cost
advantage which it used to have
over companies," Mr. Gardner
said.

Corporate capital may help to
boost the capacity of Lloyd's. But
because no mechanism for intro-

ducing it has been agreed upon,
syndicates should find other ways
to increase their capacity, he said.

"The greatest accumulation of
skilled underwriters in London is

in Lloyd's, so I can see why com-
panies would want to access that,
and a good way of doing that is
through a quota-share reinsurance
arrangement," Mr. Gardner said.

By selling quota-share reinsur-
ance contracts to Lloyd's syndi-
cates, outside insurance companies
could free up the syndicates to
write other business. In this way,
insurance companies could access
the skills of Lloyd's underwriters
without going to the expense of
joining Lloyd's when corporate
capital is introduced, he said.

All the ways of securing capi-
tal in the future depend on Lloyd's
returning to profitability, said Mr.
Gardner. "Lloyd's will survive, but
it will have to make itself more at-

tractive to investors by bringing
down its costs and returning to
profitable underwriting."

Meanwhile, new accounting pro-
cedures for Lloyd's syndicates
could soon lead to discounting of
reserves to meet future liability
claims.

Currently, syndicates use "time
and distance" policies as a method
to reserve for future liability
claims. But under new accounting
standards proposed by the Insti-
tute of Chartered Accountants,
many time and distance policies
would not qualify as rentsurance
for accounting purposes.

In response, Lloyd's would in-
troduce discounting processes sim-
ilar to those already used by insur-
ance companies in Britain, said
Graham King, general manager of
Lloyd's Regulatory Services
Group.

Historically, Lloyd's has not al-
lowed syndicates to discount their
reserves. Discounting lets insurers
reduce current reserves by the ex-
pected amount of investment in-
come. For instance, an insurer that

will need, say, $10 million to pay
long-tail liability claims 10 years
from now, reserves $7 million now
in the hopes that in 10 years in-
vestment income will increase that

sum to $10 million.
Lloyd's syndicates achieve simi-

lar results by time and distance
policies. Syndicates pay premiums,
usually to offshore reinsurers
which are expected to repay the
amount plus interest at a set date
in the future.

After the time and distance poli-
cies failed to pay on time for some
syndicates, notably Richard Outh-
waite's and Gooda Walker Ltd.'s, a
Lloyd's task force earlier this year
recommended that Lloyd's allow
discounting.

In the meantime, changes to ac-
counting for all financial reinsur-
ance products were proposed last
December by the Institute of Char-
tered Accountants.

"In substance, financial reinsur-

ance contracts are often agree-
ments whereby the ceding com-
pany is effectively placing a time
deposit with the reinsurer as an in-

vestment or is borrowing funds
from tbe reinsurer to finance the

payment if claims which loan is
required to be repaid... This type
of agreememt should not be ac-
counted for as a contract of rein-

surance but shculd be treated as a

financing arrangement,":he inst-
tute said in a discussion paper.

To q ialif 1 as reinsurance, the
contracts should include an under-

writing risk and a timing risk, the
paper said.

The ins.itulte currently :s review-
ing respenses to the d.scussion
paper End expects to intrxluce ac-
counting standards next >far.

Many of the time and distance
policie.s Lloyd's syndicates buy
wculd not qualify as reinsurance
under these terms, said Chris-
topher Stooke, a partner at Price
Waterhouse in London.

"With many time and distance
policies* the syndicates pay a pre-
mium which is returned in a spe-
rific number of years with interest,
and the interest is usually quite
generous because the financial
reinsurers are offshore," he said.

Often, though, the policies carry
nc underwriting or timing risk be-
cause tne money is paid to the syn-
dicates at a specific time, Mr.

Stooke pointed out.
Lloyd's syndicates will have to

be allowed to discount their re-

serves if the proposals become ac-
counting standards without any
changes, said Mr. King of Lloyd's.

"If the proposals are applied in
the extreme, then we would proba-
bly allow syndicates to discount
their reserves and thereby come up
with the same result (achieved by
time and distance policies)," he
said.

Under present rules, Lloyd's
could introduce discounting for ac-
counting purposes, but it would
need the permission of the Depart-

ment of Trade and Industry to in-
troduce it for solvency require-
ments, Mr. King said. Lloyd's
would seek to have parity between
accounting and solvency require-
ments, he added.

Since insurers are already al-
lowed to discount their reserves,
the Department of Trade and In-
dustry would probably not object
to discounting for Lloyd's syndi-
cates, Mr. King said.

Discounting would help reduce
costs for syndicates, because they
would no longer have to pay bro-
kers a commission to place time
and distance policies, he added. ,
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Reinsurer offers a fresh sta rt
CentreWrite may erase ghosts Of underwriting years past

By STACY SHAPIRO

LONDON-By the turn of the
century, business written by the
"old" Lloyd's of London may
have been run off by Centre-
Write Ltd., leaving members
with a fresh new market and no

long-tail liability problems from
past underwriting years.

While CentreWrite Chairman

Robin A.G. Jackson won't say
whether this actually will hap-
pen, he will confirm that Cen-
treWrite, the reinsurer formed by
Lloyd's to run off open syndi-
cates, is committed to offering
runoff reinsurance within three

years to members of 52 syndi-
cates that collectively have left
97 years of accounts open.

These syndicate years have a

total of 1 billion pounds ($1.94
billion) in capacity. Total liabili-
ties are still unknown.

CentreWrite will offer quotes
to members of two syndicates
with six open underwriting years
in the next few weeks, and
quotes will be offered to others
by Christmas, said Mr. Jackson.

CentreWrite by 1995 could
reinsure all of these syndicates'

Duames-6 1766-UTU76Ce, AUgUSI 61, 1896 / 46

open accounting years up
through 1988 if members accept
the quotes.

Within two to three years,
CentreWrite also will consider

writing run-off reinsurance for
48 syndicates that kept a total of
65 underwriting years open when
Lloyd's 1989 results were an-
nounced this June, Mr. Jackson
said.

In seven years' time, "Cen-
treWrite will have a significant
percentage of all business writ-
ten in Lloyd's prior to 1985 (if)
we have 100 syndicates with 162
years (reinsured) into Cen-
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treWrite," he said.
After that, CentreWrite could

consider offering runoff coverage
to syndicates that have closed
their accounts. For example,
CentreWrite could offer runoff

reinsurance to all closed syndi-
cates for their 1980 and prior
years, said Mr. Jackson.

Since receiving its insurance
company license from the British
Department of Trade and Indus-
try last year to write runoff rein-
surance for Lloyd's syndicates
with open accounts, CentreWrite
has issued only one premium
quote: for the runoff of the open
1984 year of defunct syndicate
12, managed by Langton Syndi-
cate Management Ltd.

Langton hired its own inde-
pendent actuary, who considered
CentreWrite's premium quote
"on the high side," Mr. Jackson
said. While the Langton agency
rejected the quote, individual
members could consider it.

By April 15, when the offer
closed, only 15% of Langton's
membership accepted Cen-
treWrite's offer, said Mr. Jack-
son. But, this doesn't mean that
the quote was necessarily too
high, he said.

"Some of them couldn't afford

it this year," he said. "One chap
said to me, 'Look, I don't know
whether it's a good price or a bad
price. I will eventually pay that
price, but I'd rather do it in a
couple of years rather than this
year.'

"Another name said, 'I'm on
three open syndicates and I'm
not resigning from Lloyd's. Do I
have to rush on this?' and I said,
'Of course not."'

CentreWrite will be offering
"renewal" quotes to these mem-
bers next year and in the future,
just as it will members of other
syndicates, said Mr. Jackson.

The formation of CentreWrite

was considered by the Council of
Lloyd's after the number of open
syndicate accounts zoomed in the
late 1980s, said Bob Hewes,
Lloyd's head of regulation. "It
was the major problem."

Under Lloyd's accounting sys-
tem, the account for each under-
writing year is closed after three
years. Normally, funds to pay
outstanding and incurred-but-
not-reported claims are trans-
ferred into the next accounting
year as a "reinsurance-to-close"
premium. Thus, liabilities from
past years are rolled into the
current accounting year.

The reinsurance-to-close pre-
mium must reflect the total lia-

bilities of the underwriting year
being closed. However, the in-
creased number of asbestos-re-

lated losses, pollution claims and
other long-tail claims have made
it impossible for many syndi-
cates to close their accounts

without buying runoff reinsur-
ance to cap their liabilities.

The commercial market for

runoff coverage collapsed when
runoff policies written by
Lloyd's underwriter Richard
Outhwaite produced huge losses.
While runoff coverage still is
available in the commercial mar-

ket, capacity is low and prices
are high.

As the runoff coverage market
contracted, the number of syndi-
cate accounts left open because
liabilities could not be quanti-
fied skyrocketed to 97 years left
open by 52 syndicates by the end
of 1990, up from a total of only
32 open years a decade earlier.

As of January this year, ap-
proximately 17,500 Lloyd's
members were on at least one

open year of account, with some
Continued on next page



11 / DUSCneSS 1766-U/UNCe, AUgUSL 01, 1.334

Spotlight report

CentreWrite
Continued from previous page
on three or four open years.

The Lloyd's task force reported
a total underwriting loss for open
years of 1.6 billion pounds ($3.1
billion at current exchange rates)
from 1985 through 1988, docu-
ments show.

In 1990, the Council of Lloyd's
decided to tackle the "open year"
problem by forming a reinsurer to
offer reinsurance-to-close premi-
ums to syndicates with open years.

The Council that same year
passed a bylaw to make it more
difficult to leave an account open,
said Mr. Hewes.

Mr. Jackson-who "retired" as

an active Lloyd's underwriter sev-
eral years ago-was asked by the
Council to become CentreWrite's

chairman, particularly because of
his expertise writing U.S. long-tail

liability coverage and his involve-
ment on London asbestos and pol-
lution claims committees.

CentreWrite's original plan was
"to slowly but surely work our way
through" the 52 syndicates with
open years, "quoting them in their
entirety," said Mr. Jackson. This

meant looking at the syndicate and
giving a quote to the managing
agent. CentreWrite would then as-
sume the syndicate's liabilities
"and the names would be off the

hook," he said.
The CentreWrite management,

however, wanted to get to basics
first, such as hiring General Man-
ager Andrew Banks.

"We'd only been going a few
months when the Rowland report
came out. . .which quite rightly
anticipated that there would be a
number more syndicates left open,"
said Mr. Jackson, referring to the
report of the task force chaired by

David Rowland, chairman of
Sedgwick Group P.L.C. and likely
to be Lloyd's next chairman (BI,
Jan. 20). The report said "the prob-
lems of the members in open syn-
dicates were only going to get
worse and names really want a
price to exit out of Lloyd's," he
said.

"Because of the rise in open
years and the limited impact of
current initiatives to reverse it,

many names have ceased under-
writing at Lloyd's and wish to re-
sign, but cannot" because of open
underwriting years, the report said.
"There is little prospect of a
change in their position in the
foreseeable future."

The task force recommended

that CentreWrite:

• "Refocus" its operations to
offer quotes to individual members
rather than seeking to close entire
syndicate accounts.

D

Accepting Challenges, Providing Solutions.

SOARING INTO THE 21ST CENTURY.
Nationwide®Reinsurance

• Be a method, along with new
legal mechanisms, to enable mem-
bers to resign from Lloyd's.

• Attempt to provide quotes
within three years to members
wishing to close open years up to
and including 1988.

• Increase its capacity to more
than its original 50 million pounds
($97 million) in premium, a level
that would only release about 500
members per year from their obli-
gations.

The task force report also re-
commended that syndicates be al-
lowed to keep their syndicates
open if liabilities could not be cal-
culated properly and called for a
repeal of the bylaw on open ac-
counting years.

The Council has not revoked the

bylaw, but the number of open
years nearly doubled following the
task force report. Following the
announcement of Lloyd's 1989 re-

As we move through the '905 and into the next century, we're meeting rein-

surance challenges with the experience, imagination, and a((1 NATIONWIDE

expert services that only years of specialization can bring. Ill S INSURANCE
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Three Nationwide Plaza, Columbus, Ohio 43216, Tel. (614) 249-7111, Fax (614) 249-8785

Nationwide® is a registered federal service mark of Nationwide Mutual Insurance Company

sults in June, the number of open
years had risen to 162 from 100
syndicates, including some of the
oldest and largest at Lloyd's.

The task force also recom-

mended that there be an "old

years' claims center of excellence"
to provide claims adjusting ser-
vices to Lloyd's syndicates with
long-tail liability problems.

A London-wide working party
headed by Stephen Merrett, chair-
man of Merrett Holdings PLC.
and Mr. Jackson's former boss, is
considering such a claims center
for the entire London market, not
just Lloyd's, a Lloyd's spokesman
said.

Following the publication of the
task force recommendations,
Lloyd's Chairman David Coleridge
"wrote to us and said, 'What do

you think of them?' " Mr. Jackson
recalled.

CentreWrite's board "debated

this long and hard. We saw prob-
lems trying to do 52 of these things
in three years. It doesn't sound a
lot, but it is a lot. . .when you con-
sider that the stamp capacity of
those syndicates was about 1
billion pounds," he said. "And
we're talking about a lot of syndi-
cates with tough business or they
wouldn't have been kept open."

Writing a runoff contract takes
time, too. A team of underwriting
experts and actuaries must help
the syndicate find information that
CentreWrite needs to formulate a

quote.
The quote is then reviewed by a

team of three underwriters, before

it is passed on to the CentreWrite
board for approval.

Despite reservations, the board
of CentreWrite believed that "a

real head of steam" had built up
among members for Lloyd's to pro-
vide a way for them to exit the
market, "and we decided to pro-
vide it," said Mr. Jackson.

As a result, the board of Cen-
treWrite "went to the Council in

June this year and said: 'All right,
give us the backing-both moral
and financial-and we will attempt
to carry out the Rowland recom-
mendation,' " Mr. Jackson said.

The board is attempting to offer
quotes within three years to all
members with open accounts be-
fore 1988.

CentreWrite has asked Lloyd's
to finance the cost to accomplish
this goal. "We're only talking hun-
dreds of thousands of pounds, not a
big financial commitment."

There is a "proviso," however,
to this decision; CentreWrite must
receive permission from the De-
partment of Trade and Industry to
alter the company's mission, said
Mr. Jackson.

CentreWrite's capital consists of
an unlimited bond placed on the
assets of the Corporation of
Lloyd's, particularly on the Cen-
tral Fund. However, the company
doesn't need much capital yet be-
cause "we haven't written many
premiums yet," said Mr. Jackson.

At some future date, CentreWrite

might also consider buying finan-
cial reinsurance, he said.

Members have cried out at var-

ious meetings that CentreWrite
should do more, however, includ-
ing reducing its "exit" price that
they think will be too high.

However, Mr. Jackson is ada-
mant that CentreWrite was not

formed "to be a social security
arm," but to be a professional re-
insurance company offering pro-
fessional coverage and services.

"This is not to be a heavily dis-
counted, cheap deal to bail Names
out. That's not was CentreWrite is.

The DTI wouldn't approve of it if it
was. Our duty is to the sharehold-
ers of CentreWrite, and they are all
the members of Lloyd's "
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Hardship committee helps lift down=and=out members
Proposals would expand assistance

By STACY SHAPIRO

LONDON-London is abuzz

with horror stories of Lloyd's of
London members who have been
hit hard by the market's losses in
1988 and 1989.

The stories often involve secre-

taries and part-time workers
who are now destitute because

they invested their entire savings
or an inheritance in Lloyd's.

A couple in their 80s are con-
cerned that if one dies, the other
will be turned out of the house
they have lived in for decades.

Widows are having to pay for
losses out of the estates of their
husbands, who died while being
members of Lloyd's.

Farmers are losing their farms
and middle-class couples are los-
ing their homes.

So far, there are no docu-
mented suicides. However, many
of these people are "highly
stressed," said Mary Archer,
chairman of Lloyd's Members
Hardship Committee. "We are
considering offering stress coun-
seling."

The hardship committee was
established in 1990 to give finan-
cial assistance from Lloyd's Cen-
tral Fund to hard-hit members

who agree to certain conditions
of repayment (BI, Feb. 25, 1991).

Some of these people say
"life's not worth living," added
Gillian Wilson, the "agony aunt"
who answers all calls on Lloyd's
Helpline, a phone line set up to
offer information and a sympa-
thetic ear. "Certainly this is hav-
ing a detrimental effect on peo-
ple's health."

So far, 1,300 people have in-
quired about obtaining hardship
relief from the committee, and
450 have submitted a detailed
application form. Of these, about
150 have been considered, while
others need to give more infor-
mation.

The hardship committee has
accepted about 120 of the appli-
cations; only 10 of these appli-
cants have rejected the condi-
tions of the offer.

Neither Dr. Archer nor Ms.
Wilson will comment on individ-
ual cases of members who are in
financial trouble as a result of
their participation in Lloyd's.

However, both of them say that
distressed members usually are
older and have other financial
problems, like loss of a business
or a job or a contested divorce. In
some cases, more than one mem-
ber of the family is a Lloyd's
name, compounding the prob-
lern.

Lloyd's statistics show that of
its 22,162 members this year,
more than 12,400 are over the
age of 53 and more than 6,000
are older than 62.

Generally, the people in trou-
ble also wrote small amounts of
premium at Lloyd's, were mem-
bers of loss-making London
market excess-of-loss reinsur-
ance syndicates and are of "rela-
tively modest means," said Dr.
Archer.

Many of these seriously dis-
tressed members joined Lloyd's
in the mid-19805 when the only
requirement was to show proof
of assets of at least 100,000
pounds ($194,000). Many of them
met Lloyd's financial means test
by securing a bank guarantee,
which is like a personal letter of
credit, using their primary resi-
dence as collateral.

Like all Lloyd's members, they
face unlimited liability, and
technically are responsible to
Lloyd's for their losses "down to
their last shirt button."

Today, a Lloyd's member must
show that he or she is worth
more than 250,000 pounds
($485,000), though a person's
home can still be used to meet
this means test.

When losses from Lloyd's are
so high there's seemingly no-
where to turn, distressed mem-
bers often call the Helpline.

Since the annual general meet-
ing in June, at which the mar-
ket's disastrous 1989 account
was discussed, Ms. Wilson has
received about 500 calls, 60%
from "distressed" names.

The Helpline was established
last year by the Assn. of Lloyd's
Members. Valerie Robinson, a

Lloyd's member who does not
work in the market, initially
answered the calls.

Ms. Robinson is now a member
of the Council of Lloyd's which
has taken over paying the run-
ning costs of the Helpline.

Ms. Wilson, who succeeded Ms.
Robinson, stresses that she is in-
dependent, not an employee of
Lloyd's, and only offers "a gen-
eral report" on the status of the
Helpline every three months to

the council. She says she often
acts as a liaison between the dis-
tressed members and the mem-
bers agent "where communica-
tions have broken down. A

number of agents can't give the
time required."

Many calls are from people
asking how to get in touch with
the hardship committee, she
says. Others are looking for a
sympathetic ear. "I've had calls

Continued on next page

IVIEETING YOUR REINSURANCE NEEDS IN THE 90'S.
One of a series from U.S. RE Corporation.

The reinsurance broker team ...what knowledge skills must they have?
For this decade and beyond, the

staff of your reinsurance broker/con-
sultant must be qualified to analyze
your requirements from a variety of
perspectives. Employing only the
traditional approach won't meet the
challenges of the 90's.

They'll need expertise in actuarial,
legal and regulatory matters, statutory
and GAAP accounting and tax issues,
and investment considerations.

Any innovative technique proposed
will surely touch upon the interest of
the AICPA, NAIC, IRS or other
regulatory body.

At U.S. RE we are proud to offer a
team with all these skills, and with

sophisticated "back-office" support.
Seasoned and talented principals and
staff; eminently qualified professionals
with the resources to handle any
reinsurance need.

Ours is a group of outstanding
individual performers who form a truly
unique organization. Experience and
dedication to excellence combine with
youth and energy to .provide the
optimum in personalized service  and
benefits, along with a willingness,
ability and commitment to achieve
mutually desirable objectives of all
parties.

If your reinsurance team can't offer
all this, ask us.
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Hardship committee
Continued from previous page
that are three or four hours long
(when) tea and sympathy isn't al-
ways there from others," she
said.

Ms. Wilson also gets phone
calls from people who are just
looking for information about
Lloyd's. And recently she has re-
ceived one or two calls from peo-
ple who would like to become
members of Lloyd's but don't
know who to talk to.

Her advice to distressed mem-

bers is to not "sit there and do

nothing." She suggests that they
seek professional advice to sort
out problems, and will send lists
of insolvency practitioners, law-
yers and accountants, though she
won't recommend any.

She has suggested "in certain
instances" for disgruntled mem-
bers to join members action
groups, particularly after 987
members negotiated a 113 mil-
lion pound ($219.2 million) set-
tlement with underwriter Ri-

chard Outhwaite and 81

members agencies (BI, March 9).
If members have resigned from

Lloyd's and are in serious finan-
cial straits, they contact the
Members Hardship Committee.

The committee, which has been
in existence in some form since

1989, is headed by Dr. Archer,
who herself has known hardship.
She willingly admits that her
husband-the author and politi-
cian Jeffrey Archer, now Lord
Archer-many years ago lost his
fortune on a bad financial in-

vestment. He had to give up his
seat as a member of Parliament

because MPs can't serve if they
are bankrupt.

They moved to Cambridge to
allow Dr. Archer to take up a
post as a professor, and Lord Ar-
cher wrote his first novel, "Kane

and Abel," which became an un-

expected success, according to
his wife.

The Archers' combined loss

from being members of Lloyd's
now reaches into the six figures,
said Dr. Archer during lunch at
her home. She reckons she has

made an overall net loss since

becoming a member of Lloyd's in
1977.

She will continue to be a mem-

ber of Lloyd's for the next few
years, though she will retire as a
member of the Council of Lloyd's
at the end of the year because she
has served her four-year term.

Then, she says she will review
her situation. "No one should die

a Lloyd's member," and most
members should resign when
they retire from active employ-
ment, she warned.

Dr. Archer does, however, have
hopes and plans for the hardship
committee.

The committee has been critic-

ized for being slow in responding
to applications, but Dr. Archer
admits that throughout the year
"we proceeded on the assump-
tion that there would be a mar-

ket rescue."

Many members had hoped that
Lloyd's would consider a way to
cap all members' losses up to
80% of their allocated capacity.

When this market rescue plan
failed to materialize because the

losses were too great, "we felt
exposed," said Dr. Archer.

As a result, the hardship com-
mittee recently proposed to the
council a series of changes to be
considered in September.

These suggestions take into ac-
count a 50 million pound ($97
million) fund set up by com-
panies in the Lloyd's market to
help hardship victims.

In particular, Dr. Archer
would like to make sure that

there is "a finality" to the debt
that these distressed members

are incurring. The committee is
recommending that a member
should only be responsible for
paying losses for a fixed term,
say five years. After that, the
member's losses would be con-

sidered an uncollectible debt to

Lloyd's.
Dr. Archer would like the

hardship committee to offer
more financial assistance to

members in distress, other than
the current "subsistent level" of

assistance.

Currently, the hardship com-
mittee offers members between

9,000 pounds and 14,000 pounds
($17,460 to $27,160) per year to
live, sources say.

Dr. Archer would also like to

see hardship fund recipients re-
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ceive additional money for chil-
dren's education, and help pay
for professional services in cases
of business failure or divorce.

The hardship committee's rules
are tbugh for those who are fall-
ing from a great height. For ex-
ample, the committee currently
pays off a bank guarantee on a
member's house and takes over

the ownership of the property.
The member can live in it if the

house is "modest" until his or

her death. If the house is more

than "modest," the member must
move to more suitable accommo-

dations and Lloyd's will sell the
home.

The committee also expects
members it assists to hand over

any settlements they receive
from litigation against their
members agents or managing
agents. Some of the names on
the syndicates managed by

R.H.M. Outhwaite (Underwriting
Agencies) Ltd., for example,
must turn over their portion of a
settlement with the Outhwaite

members agency to the hardship
committee.

Both Ms. Wilson and Dr. Ar-

cher have several suggestions as
a result of their experience.

Dr. Archer suggests that
Lloyd's devise a more sophisti-
cated method of calculating peo-
ple's assets before they become
members and not depend solely
on bank guarantees.

People shoul(in't be allowed to
just depend on their family home
as an asset to become a member,
she added.

A person's income should also
be considered when becoming a
member, she said, since that in-

dicates personal wealth.
"I'd like to see members that

are younger, successful in busi-

-1*

ness in their own right and
streetwise," said Ms. Wilson.
These new members "should take

an active interest in the business

at Lloyd's."
Ms. Wilson expects Lloyd's

will eventually increase the fi-
nancial means test minimum for

prospective members, and she
also hopes the market will stop
allowing members to use their
homes as guarantees.

The new members, meanwhile,

"should be cautious, sensible,
practical people. . .They should
join with the view of staying 20
or 30 years," she said.

New members should inter-

view at least three respected
members agencies and learn
about the market, the agencies
and the underwriters from other

sources before committing funds.
"Do your homework," said Ms.

Wilson.
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We make history. Others simp
In 1917, American Re was formed to underwrite Worker's Comp

for seven coal mining families in Pennsylvania. Seventy-five

years later, one of our first clients is still with us. In fact, over half
of our clients have been with us 20 years or longer.

It takes enduring quality to maintain financial strength and
client relationships through hard and soft markets. In 1985,
when capacity got tight, we didn't close offices or reduce
coverage. Our record of constancy helped our clients through

the tough times. Some reinsurers didn't make the same constant
commitment; some didn't make it at all.

With stability, we offer innovation. Systems and services

especially designed to meet our clients' needs. We bring together

specialists from across divisional, corporate and geographic

lines to provide customized solutions for our clients. We have

actually restructured our company to give full access to the
best minds in the business with a flexible, coordinated response
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Castle acquisitions pay off
Buyouts make managing agency one Of Lloyd's largest

By STACY SHAPIRO

LONDON-Castle Underwriting
Holdings Ltd. is one of the fastest-
growing managing agencies spe-
cializing in non-marine business at
Lloyd's of London.

Since 1985, when Chairman Alec

Sharp was given permission by
Lloyd's to open his own managing
agency with two syndicates, Castle
has grown to manage 11 syndicates
with total capacity of 280 million
pounds ($523.6 million at appro-
priate exchange rate).

More than a dozen syndicates
have been purchased in the last
18 months, as well as several mem-

bers agencies and two managing

agencies.
Castle now employs more than

400 people. The acquisitions also
have given a boost to affiliate Cas-
tle Members Agents Ltd., which
now manages 230 million pounds
($430.1 million) in members' allo-
cated capacity.

These acquisitions "put us in the
top 10 (among managing agents)
and are of a size which is manage-
able. . . .It's agencies like ours
which will shape the future of
Lloyd's," according to Mr. Sharp.
"A lot of these small businesses

had some very worthwhile parts
which in themselves were not big
enough to continue. We've taken
the opportunity to acquire those

parts that we wanted to produce a
substantial Castle group."

But the acquisitions have also
brought a few headaches, notably
the purchase of two loss-ridden
syndicates managed by Devonshire
Underwriting Agencies Ltd., an
agency that Castle acquired last
year. Both syndicates have ceased
underwriting and were the subject
of Lloyd's loss review committees
before the acquisition.

Devonshire's defunct syndicate

833 has left its 1989 account open
with a total loss of 21.3 million

pounds ($34.4 million at appropri-
ate exchange rate), or more than
100% of its allocated capacity in
1989 of 21.1 million pounds ($39.8

*r#>L 6\·n 16 A

ly become it.
system for traditional and non-traditional clients alike.

We are proud to celebrate 75 years of financial stability. With
innovations to keep our clients ahead of their competitors.
Vision to see beyond the next change in the market. And

above all, a commitment to long-term relationships that are
designed to outlast the underwriting cycles.

Because history has a way of repeating itself. Thankfully,
so does American Re.
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million). Defunct syndicate -216
also left its 1989 account open,
with losses totaling 56.4 million
pounds ($91 million), more than
double allocated capacity of 20.6
million pounds ($38.9 million).

Nevertheless, Mr. Sharp de-
scribes the purchase of Devonshire
as "excellent."

As part of the deal, Castle also
acquired three syndicates "which
we very much wanted to acquire,"
said Mr. Sharp. They are non-ma-
rine general liability syndicate 657,
underwritten by Roger Lister; the
"Shead" motor syndicate, under-
written by Peter Routledge; and
marine syndicate 836, under-
written by Vince Emms.

Both Mr. Lister's syndicate and
the Shead motor syndicate deal
directly with the public and non-
Lloyd's brokers and have offices
across the country (BI, Sept. 2,
1991).
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1AMERICANRE-INSURANCE COMPANY

555 College Road East, Princeton, NJ 08543-5241 (609) 243-4200

Atlanta, Bermuda. Bogota, Boston, Brussels, Cairo, Chicago, Columbus. Dallas. Hartford, Kansas City, London,

Los Angeles, Melbourne, Mexico City. Minneapolis, Montreal, New York, Philadelphia, San Francisco, Santiago, Singapore, Sydney, Tokyo, Toronto, Vienna

Mr. Sharp admits that there
were parts of the acquired agen-
cies and syndicates that "we didn't
really want," though "to date there
haven't been any surprises."

Castle subsequently decided that
Devonshire Underwriting Agencies
would be dedicated to handling
syndicate runoffs for the two De-
vonshire syndicates on a non-profit
basis.

"We believe that you've got to
be prepared to look after the syn-
dicates in runoff and look after the

names who cease to be names.

Consequently, we have dedicated a
company within the group to do
just that," said Mr. Sharp.

In addition to Devonshire, Cas-
tle's acquisitions in the past 18
months have included:

• Members agencies Chiltern
Underwriting Agents Ltd., which
managed 60 million pounds ($96.8
million) of capacity in 1990, and
H.G. Chester & Co. Ltd.

• The members and managing
agencies of Edwards Williams
Coutts & Partners Ltd., which in-
cludes non-marine syndicate 235
and life syndicate 44.

• Management of five syndicates
formerly managed by J.H. Davies

Underwriting Agency Ltd.
These syndicates, now managed

by Castle Syndicate Management
Ltd., are life syndicate 240; non-
marine syndicates 242 and 794;
and aviation syndicate 256. Marine
syndicate 1021 ceased trading at
the end of last year and its runoff
is being managed by Devonshire.

• Management of syndicate 710
managed by Laurence Phillipps
(Agencies) Ltd. and the purchase of
the firm's members agency.

• Management of syndicate
1154, formerly managed by Ernest
Blackmore & Son Ltd.

Castle's flagship syndicate is
non-marine syndicate 839, under-
written by Mr. Sharp, which he
started in 1979 for Fenchurch Un-

derwriting Agencies Ltd.
Fenchurch sold its right to man-

age 839 to Posgate & Denby Un-
derwriting Agencies Ltd. late in
1983 to comply with provision of
the 1982 Lloyd's Act that brokers
could not manage syndicates.
However, Fenchurch continues to
be the largest members agency
dealing with syndicate 839, ac-
counting for more than 23% of the
syndicate's total capacity this year.

Syndicate 839 subsequently
merged with Posgate & Denby's
syndicate 489, but the short-lived
arrangement with the agency was
"disastrous," said Mr. Sharp, be-
cause Posgate & Denby was "fall-
ing apart."

Therefore, Mr. Sharp sought and
received permission in 1985 for the
syndicate to be managed by its
own agency, and Castle was
formed.

Syndicate 839 has produced a
profit for its members every year
for the last 10 years, including
1989, when the syndicate reported
a profit of 9.2 million pounds
($17.2 million). The 1990 account
will not fare so well, but it still will

produce a small profit, Mr. Sharp
predicts.

The syndicate's total capacity
dropped significantly this year to
76.5 million pounds ($143.1 mil-
lion) from 103.3 million pounds
($199.4 million) in 1991, which
caused it to slip out of the ranks
of Lloyd's 20 largest syndicates
this year.

Mr. Sharp says the lower ca-
pacity is due to members' concerns
about the impact of losses from
Hurricane Hugo and other 1989 ca-
tastrophes.

To allay members' fears, the syn-
dicate has decided to focus on its

core business, which is professional
Continued on nezt page
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Spotlight report

Castle Underwriting
Contznued from previous page Wendover welcomes many (not all) changes
liability risks, bankers blanket
bond coverage, and directors and Bucking consolidation trend, it sees a role for small, specialty syndicatesofficers liability coverage

Syndicate 839 leads 80% of the By GAVIN SOUTER mental to Lloyd's, he argues utable to an error m assessing the Johnson said
business it writes, including "Supplymg names with an assess- syndicate's reinsurance require- "Brokers have awakened to what

• Lloyd's underwriting agency LONDON-Sweeping reforms at ment of the risk of a syndicate will ments, Mr Sla(len said "We mis- is going on and they are telling
errors and omissions insurance, Lloyd's of London demand changes be difficult to achieve and I think Judged the level of reinsurance their clients that they just cannot
where it leads a 3 million pounds among all parts of the market, say that that recommendation may protection we required so we had get that kind of coverage any-
excess of 2 million pounds layer executives at Wendover Under- have to be amended " to pay large losses as a result of more," he said
($58 million excess of $39 mil- writing Agency Ltd Sir David recommended that the Piper Alpha," he said, refernng to Changes are afoot at other Wen-
lion) Wendover already is implement- "nskiness" of syndicates be moni- the $1 4 billion explosion of the dover syndicates as well

• 10% of the 218 million pounds ing reform recommendations by a tored by Lloyd's regulators But North Sea 011 ng in 1988 Next year, the agency plans to
($422 9 million) in bankers blanket Lloyd's task force (BI, Jan 20), and the complex nature of the syndi- Learning from its mistake, the merge aviation syndicate 957 and
bond premiums written by Lloyd's lt lS changing its mix of busmess to cates makes it difficult to give each syndicate bought sufficient rein- non-marine syndicate 1001 More

Syndicate 839 has a computer reflect the upheavals at Lloyd's one a "nskiness factor," Mr Sla- surance for 1989, Mr Sladen said than half the capacity of both syn-
system that provides the un- But not all of the current den said Consequently, the syndicate made dicates is dedicated to excess-of-
derwriter with financial data on changes at Lloyd's-like consoli- Wendover was established ln a profit of 42 mlillon pounds ($7 9 loss remsurance
7,200 financial institutions in 42 dation among many smaller syn- 1986 through the amalgamation of milhon) in 1989, a year when many The underwriter for both syn-
countries Financial institution dicates that are trying to reduce four agencies managing agents other syndicates reported losses dicates is John Cackett

coverage is underwritten mainly by expenses-will be for the good of Butcher & Hall Ltd, Crump & The syndicate should make a Syndicate 957 had 1992 capac-
Simon Allport the market, the executives say Johnson Underwriting Agencies profit of between 25% and 5% of ity of 163 million pounds ($30 5

• About 12 million pounds They contend that there lS Stlll Ltd and Crump & Cackett Agen- its capacity in 1990 and a profit million) and syndicate 1001 has a
($233 million) in premiums for a place for small specialist syn- cies Ltd and members agent Hyne of between 5% and 75% of ca- capacity of 8 7 million pounds
directors and officers liabihty cov- dicates, including Wendover's & Butcher Ltd pacity in 1991, he said ($16 3 milhon)
erage, under-wntten by Lance Dal- bloodstock syndicate, which writes The combined agency at the time But despite the anticipated prof- "Both synchcates are highly sue-
zell-Piper The syndicate has led a the coverage for the wmner of the managed four syndicates its, the capacity of the syndicate cessful," said Mr Sladen Syndi-
$5 milhon layer smce H S Weavers Belmont Stakes. Wendover in 1989 launched ca- fell this year after steady increases cate 957 produced a 51 million
(Underwnting) Agencies Ltd shut One of the most promising tastrophe non-marine syndicate Capacity rose from 422 milhon pound ($9 5 million) profit m 1989
down in 1990 changes currently being seen at 1129, with Robert Ikm as the un- pounds ($79 6 million) m 1988 to and syndicate 1001 earned 1 6 nul-

• About 21 million pounds Lloyd's lS the greater openess of derwnter and capacity of 2 4 mil- 52 5 million pounds ($95 milhon) m hon pounds ($3 million) m profits
($40 7 million) in premiums for information, said Angus Sladen, hon pounds ($3 9 million at apph- 1989, 62 million pounds ($100 1 that year
other professional liability bum- managing director of Wendover cable exchange rates) million) in 1990 and 65 million "Both were trading m a weak
ness, underwritten by deputy un- "I like the greater transparency The timing proved mauspicious pounds ($125 5 million) in 1991 market but we bought sufficient
derwriter David Marshall that is coming into the market Hit by the stnng of large catastro- However, capacity plummeted to reinsurance to protect them from

Meanwhile, Castle is often mis- Names must have a clear view of phes m 1989, syndicate 1129 pro- 415 milhon pounds ($77 6 million) major losses," Mr Sladen said
takenly identified as the company what lS happening in the market," duced a loss equaling 57% of its ca- in 1992 Both syndicates are forecast to
managing the runoff of loss-rid- he said pacity and was closed in 1990 Mr Johnson attributes that pre- produce profits again in 1990, he
dled syndicates formerly managed Wendover claims to be the first "When we were looking at set- cipitous drop to many members said
by Gooda Walker Ltd Lloyd's agency to implement some ting up the syndicate m early 1988, agents and members withdrawing "We hope that as a result of the

Ralph Sharp, managmg director of the key "transparency" features the market conditions looked fa- from all excess-of-loss syndicates success of the syndicates, their
of Castle, also is the chairman of recommended by a panel headed vorable," Mr Sladen said In 1990, "Frankly, a number of members combined capacity wlll be 30 mil-
G W Runoff Ltd, which manages by David Rowland following the large losses, the syn- agents became fnghtened of all ex- lion pounds ($58 2 million) in
the runoff of the Gooda Walker In line with the recommenda- dicate's own reinsurance costs cess-of-loss business because they 1993," Mr Sladen said
syndicates But G W Runoff is sep- tions, Wendover has nominated soared, sealing its fate, he said did not really understand lt, SO The syndicates are bemg merged
arate from Castle's operations and three members agencies that sup- "Mr Ikin iS now working for they took the easy option," he said because they already share a sig-
Mr Sharp works at G W on his port each of its four syndicates to Royal Re and there is no Criti- Excess-of-loss business is not in- nificant number of nsks, said Mr
own time, usually after 5pm review the syndicates' expenses cism of him It was just the mar- herently dangerous as long as ag- Sladen

"It can't implnge on Castle," said Also m line with the recommen- ket conditions at the time," Mr gregates are calculated accurately And, because Lloyd's syndicates
Mr Sharp, who is no relation to his dations, the agency lS holding an- Sladen said and sufficient reinsurance protec- are no longer restricted in the
employer, Castle Chairman Alec nual general meetings for all of its Wendover's largest syndicate is tion is purchased, Mr Johnson as- classes of busmess they are allowed
Sharp syndicates Supporting members marme syndicate 744/746, under- serted to accept, it made economic sense

This arms-length approach lS agents and members of the syndi- written by Trevor Johnson The The syndicate has changed to to reduce costs by merging the syn-
important, especially smce syndi- cates are mvited syndicate, which speciallzes in ex- adapt to the changing demands of dicates, he said
cate 839, Castle's largest non-ma- Not all the changes sweeping cess-of-loss reinsurance, was es- members and members agents, he The combmed syndicate will ac-
rine syndicate, writes the profes- Lloyd's have the support of Mr tabhshed in 1980 and has a 1992 said After 1989, it dropped stop- cept pnncipally aviation excess-of-
sional liability insurance for the Sladen capacity of 415 million pounds loss reinsurance Losses from stop- loss remsurance and personal acci-
Gooda Walker underwriting Some of the things suggested in ($77 6 million) loss business held back the syndi- dent risks These areas are more
agency Sir David Walker's report on the The syndicate produced a loss cate's 1989 profits by an amount profitable than non-marme excess-

"So the two things have to be London market excess-of-loss re- of 97 milhon pounds ($18 1 mll- equal to 10% of capacity, he esti- of-loss reinsurance, Mr Sladen
separate," says Alec Sharp • insurance market could be detri- lion) in 1988, which was attrib- mated said

And m 1991, the syndicate re- Wendover has no plans to merge
fused to accept any more non-ma- its bloodstock syndicate 1109/627
rine and aviation risks on its main with any of its other syndicates
excess-of-loss account, he said "I am very keen for lt to re-

The syndicate's account is now main a specialist syndicate despiteIntere Intermediaries, Inc. made up of 76% marline excess-of- the rise in the number of composite
loss business, 13% marine direct syndicates writing bloodstock
Insurance, 9% "net account busi- business," said underwriter John
ness," which includes aviation and Bovington
non-marine business, and 2% mis- By maintaining its indepen-

. cellaneous busmess dence, a profitable bloodstock syn-
The net account aggregates are dicate can supply members with

calculated so that the syndicate much-needed profits even if the
wlil not suffer a malor loss even overall Lloyd's market produces a
tf lt 1S hlt by several catastrophes loss, he said
m one year, Mr Johnson said Syndicate 1109/627 has a 1992

"We took the view that after the capacity of 2 2 million pounds ($4 1

more comfortable knowmg that d profit of 51,000 pounds ($95,370) m
there was a massive marine loss, it 1989

would be paid by marine syndi- Nmety percent of the syndicate's
cates and non-marine losses by business is bloodstock risks, while

losses of 1989, names would be milhon) The syndicate produced a

non-marine syndicates Separating 10% is hvestock nsks
the business gives them a clearer Among the thoroughbreds the
view," he said syndicate has insured are A P

Cutting out non-manne business Indy, the winner of the 1992 Bel-
was not painless, though It pre- mont Stakes, and Doctor Devious,Reinsurance Intermediaries with offices in Atlanta, Bermudg
sented underwntmg problems for the winner of the English Derby

Chicago, Dallas, Minneapolis, New York, Philadelphia and San Francisco. energy accounts that have marine Wendover also acts as a mem-

and non-marme elements Dunng bers agent for 120 members with
New York Office renewals right after the decision a total capacity of 52 million

199 Water Street, New York, New York 10038 was made last year, Mr Johnson pounds ($97 2 mlilion)
recalled, the syndicate only ac- Each member's capacity is well-

(212) 809-3900 ls cepted three of the 70 energy risks spread, Mr Sladen said The
presented to it because most con- agency has a pollcy of not placmg
tained non-marine exposures more that 10% of a member's ca-

AS!' u I M?net .
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However, brokers have now ac- pacity on any one syndicate and
RFC INTERMEDIARIES. INC cepted the changing market and of not more than 25% with syndicates

the last 70 energy nsks presented, managed by any one managing
the syndicate has accepted 20, Mr agent, including Wendover



Disgruntled Lloyd's members
shake market with protests

By STACY SHAPIRO
and GAVIN SOUTER

LONDON-Infighting among
members of Lloyd's of London is
almost as complicated to explain
as the war in what was known as
Yugoslavia.

For instance, one conflict pits
the Assn. of Lloyd's Members,
which supports the nomination of
David Rowland as Lloyd's next
chairman, vs. the Society of
Names, an alternative members
group that opposes it.

Meanwhile, 15 "action groups"
are independently seeking to avoid
paying huge losses that syndigate
members are being asked to pay.
To coordinate these efforts, a
"Super Action Group" was sup-
posed to be created that would rep-
resent the concerns of all disgrun-
tled members, but it hasn't yet
emerged. To date, only a few action
groups have banded together.

More Lloyd's members flocked
to join the action groups in the
wake of a 116 million pound
($206.5 million) settlement reached
earlier this year between 987 mem-
bers of underwriter Richard Outh-

waite's syndicate and 81 members
agencies (BI, Feb. 17)

Also, in the past year, members
of Parliament who are Lloyd's
members have used their Parlia-

mentary privilege to launch alle-
gations against Lloyd's un-
derwriters.

In addition, Lloyd's member
Claud Gurney organized the "EGM
Initiative," which resulted in last
month's extraordinary general
meeting of Lloyd's members and
subsequent balloting on a vote of
no confidence in the Council of

Lloyd's.
The no-confidence resolutions

were opposed by the ALM, though
ALM Chairman Neil Shaw now

says the entire Council should re-
sign-even if the no-confidence
vote fails-to allow Mr. Rowland

to appoint his own Council.
And, while many of the protests

have been made by members who
do not work in the market, a few
working members have openly
criticized Lloyd's.

To paraphrase Mr. Shaw, who
is also chairman of conglomerate
Tate & Lyle P.L.C., emotion takes
over when money is involved.

Amid all of these public actions
and reactions by Lloyd's members,
many say a "silent majority" sup-
ports the changes that the Council
now is implementing.

There are 22,259 members un-
derwriting at Lloyd's this year,
while another 10,543 are not un-

derwriting but cannot resign,
largely because they are members
of syndicates that have not closed
their accounts.

In 1989, the year just closed
under Lloyd's three-year account-
ing system, there were 31,329
members who suffered an overall

loss of 2.06 billion pounds ($3.85
billion). However, "a sizable mi-

nority" of the 1989 members were
on five London market excess-of-

loss reinsurance syndicates that
accounted for 30%, or 607.9 million
pounds ($1.14 billion), of the 1989
loss.

Sir David Walker's report on the
LMX spiral also shows that 75.2%
of the members with the largest
losses from 1985 to 1989 were non-

working members.
Dissident members contend that

between 5,000 and 6,000 members

will be hit with more than 200,000

pounds ($388,000) of losses in the
1988 and 1989 underwriting years.

However, Val Powell, chief exec-

utive of the Assn. of Lloyd's Mem-
bers, believes the number of mem-
bers affected will be closer to 2,500
to 3,000 people.

"I don't believe there are as

many Lloyd's names suffering as
the (dissidents) would make you
think," said Mr. Powell. "The si-
lent majority are OK and will stick
with (Lloyd's)."

Throughout the year, the heads
of some of the action groups and
Tom Benyon, chief executive of the
Society of Names, have lobbied
members of Parliament, written
letters and talked to the media.

They also spoke vociferously at the
marathon six-hour long Lloyd's
annual general meeting in June
(BI, June 29).

They have sought a central so-
lution to their losses, contending
that they were the victims of a
fraudulent LMX market and that

Lloyd's "insiders" benefited more
from the market than "outsiders."

Meanwhile, Mr. Gurney called
the extraordinary general meeting
on July 27 to seek a vote on four
resolutions whose preambles ex-
pressed "no confidence" in the

council. The resolutions, among
other things, called for rescinding a
special levy on members designed
to boost the Central Fund to 1

billion pounds ($1.94 billion).
While ALM leaders wish the

current Council would resign, they
opposed rescinding the levy, which
was equal to 5% of each member's
premium income from 1990-1992.
Therefore, the ALM offered its own

resolution stating that it had faith
in the Council and the levy, pro-
vided that reforms were imple-
mented as soon as possible.

The ALM's resolution infuriated

some of the group's 8,500 members.
More than 100 letters were written

to the ALM in protest, which is a

sizeable number, according to Mr.
Powell.

"The way we phrased the reso-
lution was to ensure change," said
Mr. Powell. A vote of no confidence

for the Council "would have sent

out the most terrible signals."
The levy also "is absolutely es-

sential," he added. Members would
have to pay more than that if
Lloyd's eventually became insol-
vent, he noted.

However, the current Council's
members should resign even if it
wins the confidence vote, which
was to be tallied late last week,

Messrs. Shaw and Powell agree.
"We want to see the Council go,

but not to be booted into oblivion

without some kind of handover,"
said Mr. Powell, who believes that

at the very least the members of
the Lloyd's Committee-consisting
of the working members on the
council-should resign.

Mr. Shaw said, "Every member
of the Council, regardless of cat-
egory or qualification, should sub-
mit a letter of resignation to the
new incoming chairman." Mr.
Rowland could then reject the res-
ignations of anyone he believes
should remain. Mr. Shaw's view is

supported by some executives of
the Lloyd's Underwriting Agencies
Assn. (see story, page 3).

Mr. Shaw's made his comments

before five working members and
two external members of the

Council announced they would re-
sign by year-end (BI, Aug. 24)

The Society of Names' new
chairman, John Rew, however,

feels that the ALM only represents
the interests of the members who

wish to continue writing at
Lloyd's.

This number will decrease to be-

tween 6,000 and 8,000 in 1994, Mr.
Rew said recently. The Society of
Names is an alternative to the

ALM, designed to help those mem-
bers who are being strung along by
Lloyd's until they are wiped out
entirely, he said.

Some Society of Names mem-
bers believe if they keep up the
pressure, government officials,
Parliament or Lloyd's will help
bail them out.

Mr. Gurney is calling for a new
act of Parliament because "Lloyd's
continues to fail to protect Lloyd's
names," he said.

However, many recommenda-
tions in the Lloyd's task force re-
port on reform, Sir Jeremy Morse's
report on governance and the
Walker report on the LMX market
are aimed at improving Lloyd's
member relations. The worry is
that these recommendations won't

be implemented fast enough, said
Mr. Shaw.

Aside from the major changes
in governance and the introduc-
tion of a high-level stop-loss
scheme to cap members' losses,
these recommendations include:

• A list of "names' rights," in-
cluding the right of members to
veto syndicate transactions.

• Opening annual general meet-
ings to all members on a syndicate.
Some syndicates already have such
open meetings.

• The appointment of an out-
side underwriter to a managing
agency's board to provide peer re-
view of underwriting-policy state-
ments. Recently, Stephen Burn-
hope, underwriter for a syndicate
managed by Merrett Underwriting
Agency Management Ltd., joined
the board of Spreckley Villers
Hunt & Co. Ltd.
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• The commissioning of a "vola-
tility analysis and risk assessment"
so members know what businesses

are more risky to underwrite.
• Mandating that members

agents offer the same syndicates
and capacity to each member,
whether or not he or she works in
the market.

In the meantime, many Lloyd's
members are seeking legal advice
to avoid paying losses. Many of
these disputes, particularly regard-
ing LMX syndicate losses, could go
through Lloyd's special arbitration
process rather than  through the
courts.

However, all of the major mem-
bers action groups say they are
prepared to litigate if settlements
are not reached.

"We have an open-and-shut case
so there should not be any need to
go to court, but we have to proceed
as if we will go," said Alfred Doll-
Steinberg, chairman of the Gooda
Walker Action Group. "He who
desires peace must be prepared for
war."

The 2,350 members of the ac-
tion group are preparing a negli-
gence action against Gooda Walker
Ltd. in an attempt to recover their
huge losses.

So far, Gooda Walker members
have had to meet cash calls total-

ing 682.2 million pounds ($1.32
billion) for business-mainly LMX
coverage-written between 1983
and 1990.

Further calls on members are

likely, with the total loss expected
at between 1 billion and 1.2 billion

pounds ($1.94 billion and $2.33
billion), according to Mr. Doll-
Steinberg.

The Walker report on the LIVIX
market clearly indicates that some
underwriters were negligent, he
said.

A Lloyd's loss review commit-
tee report into Gooda Walker is
due in September. After review-
ing the report, the action group
will file suit alleging negligent un-
derwriting, he said.

Further litigation is threatened
by 1,500 members of syndicates
formerly managed by Feltrim Un-
derwriting Agencies Ltd.

Members of syndicates 540/542
and 847 managed by Feltrim could
face losses of 686.4 million pounds

($1.33 billion), says a recent report
by Tony Berry, underwriter for
Additional Underwriting Agencies
No. 7 that took over management
of the Feltrim syndicates. Cash
calls totaling 225 million pounds
($436.5 million) already have been
made.

The losses stem from LMX

claims on the syndicates' still-open
1987 through 1990 underwriting
years.

Members of the Feltrim Names

Assn. affected by the 1987 losses
filed suit in May to prevent stat-
utes of limitation from expiring,
but the writ has not yet been
served, said Chairman Colin Hook.
The writ probably will be served
after the Feltrim loss review com-

mittee report is published. The re-
port is due in September.

The writ alleges negligence and/
or fraudulent underwriting by five
parties: the underwriter and man-
aging agency, 59 members agents,
the syndicates' auditors Arthur
Andersen & Co., brokers involved
in placing LMX business and the
corporation of Lloyd's.

"We are looking very carefully
at whether Lloyd's is immune to
litigation," Mr. Hook said.

All members of loss-riddled

LMX syndicates should be sue-
cessful if they take their case to
court, he said. "The only question
will be how much the courts will

award."

Yet more litigation from mem-
bers suffering from LMX losses is
threatened by the Rose Thomson
Young Syndicate 255 Names Ac-
tion Group.

The 600 members of the action

group are seeking to avoid paying
syndicate losses from 1988. Further
members are expected to join when·
the association in October also ac-

eepts members affected by the
1989 underwriting year, said Sir
David Berriman, the group's chair-
man.

The syndicate had 1,000 mem-
bers in 1988 and 1,300 members
in 1989. The syndicate lost 64 mil-
lion pounds ($123.5 million) in
1988 and 70.2 million pounds
($131.2 million) in 1989, Sir David
said.

A loss review committee report
is expected to be published in Sep-
tember. .
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Spotlight report

Bad news at Lloyd's is big news
Only the royals make better copy

By STACY SHAPIRO

LONDON-Lloyd's of London
has never received so much bad

publicity.
And, some at Lloyd's blame its

executives for the media cover-

age of market's problems.
Officials at Lloyd's counter

that they have done more in the
past year to improve media rela-
tions than ever before. It's tough
to present a good image, though,
when members plant detrimental
stories, executives add.

"I don't blame the press. I un-
derstand them," said Chairman
David Coleridge. "Their editors
tell me that (Lloyd's) is good

m

.

hack journalism."
British editors have told Mr.

Coleridge "that after the royal
family, Lloyd's is the most inter-
esting news item they've ever
had," the chairman said at the

annual general meeting in June.
Reporting on Lloyd's is far

more interesting than reporting
insurance company results, he
said. "People scream and say
they've been turned out of their
house that's been in the family
for 30 years or 350 years."

By airing their grievances in
the media, "Lloyd's members
have done more damage to the
society than any journalist has,"
Mr. Coleridge said recently.

"They just shoot themselves in
the foot the whole time because

they can't accept (their losses).
And I understand that. You've

been living a certain standard of
living, and when you find instead
of 250,000 pounds or 680,000
pounds in your house you have
very little left, you just become
like an animal. You can't accept
it. I understand that."

Some people in the market,
though, call on Lloyd's to do
more to curb negative coverage.

During the annual general
meeting, a Lloyd's member
summed up this frustration by
asking the chairman: "In these
days of unbalanced reporting,
what initiatives-in addition to a

return to profitability--could

you take to improve Lloyd's pub-
lie and commercial image?"

He replied: "I spend all my
time trying to do it. I'm probably
the most overexposed man in this
country. I'm not asking for pub-
licity. I do whatever I can."

Each morning he and the dep-
uty chairmen meet with Lloyd's
public affairs staff and a repre-
sentative of its public relations
firm Citigate Communications
Ltd. "We dissect every single
newspaper article and magazine
article, here and overseas," Mr.

Coleridge added.
And last year a communka-

tions policy committee, chaired
by Mr. Coleridge, was formed to
cope with increasing coverage. It
meets six times a year and in-
cludes representatives of the
market and the council, as well

as the heads of the public affairs
and marketing departments.
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"We are inundated with re-

guests for interviews" from TV
and radio, added Mr. Coleridge.

Three press conferences-held
on one July day to announce
major reports on the market by
Sir David Walker and Sir Jeremy
Morse-drew nine TV crews, four

radio crews and 52 print journal-
ists, said Nick Doak, Lloyd's
media manager.

The story was given four hours,
20 minutes and 35 seconds of air

time on TV stations worldwide,

according to Peter Hill, head of
the public affairs department.

Never before has the public af-
fairs department been so
stretched, Mr. Doak pointed out.
It all started on April 24, 1991,
the day underwriter Ian Agnew
announced major losses on a
syndicate he had just taken (see
story, page 51).

A year ago, there were only a
few members action groups. But
when the then-record 1988

global loss was announced in
June 1991, "all of the sudden
there were a number of actions

groups with leaders who were
highly articulate, intelligent
people," said Mr. Doak. " 'The
rich man made poor' story came
out."

Before last year, only a hand-
ful of daily papers and trade
magazines took a regular interest
in Lloyd's. Since then, he adds,
"We've even turned up in homes
and gardens magazines."

Lloyd's has some unique pub-
lie relations problems. A cor-
poration can restrict comment to
a few official spokesmen, but
Lloyd's could not possibly stop
members, underwriters and bro-

kers from talking, he said. "All
you can do is educate people."

Lloyd's has learned that the
more information you offer, the
better the chance for accurate

articles.

I've always subscribed to for-
mer Lloyd's Chief Executive Ian
Hay Davison's philosophy "that
sunshine dries away the mist,"
said Mr. Hill. As a result, Lloyd's
Chief Executive Alan Lord held

a press conference after each
monthly meeting of the Council
of Lloyd's-78 in all-until he
retired in June.

"Openness and disclosure
should be encouraged, not dis-
couraged," said Mr. Hill.

Recently Lloyd's opened both
an annual general meeting and
an extraordinary general rneet-
ing to reporters. Previously re-
porters who weren't members
were not allowed in general
meetings.

"It was better to allow the

press in than for journalists to
have second- or third-hand par-
tial reports," said Mr. Hill. It
was decided that reporters
should "see the meetings with
their own eyes."

In the past year, Lloyd's also
hired Citigate and its New York
affiliate, Edward Aycoth World-
wide. It was the first time

Lloyd's hired U.S. publicists.
More may be hired elsewhere to
monitor media coverage.

Some doors are still closed,

though. Council meetings, for in-
stance, remain off limits to re-

porters.
"We are doing a significant

amount in comparison with what
we used to do," Mr. Hill said.
"But we are a long way from
where we want to be."

Mr. Coleridge concluded at the
annual general meeting that
"maybe when we're back in
profit again, it will be easier. In
the meantime, I try my best, as
we all do, to have damage lim-
ited." •



Rolling the dice, but cautiously
Agnew overhauls losing syndicates

By GAVIN SOUTER

, LONDON-Lloyd's of London
underwriter Ian Agnew hopes to
pull off quite a feat in 1994.

He plans to report a profit for
the 1991 account of a syndicate
that lost 65 million pounds ($117
million at appropriate exchange
rates), or 58% of its capacity, in
1988.

If Mr. Agnew succeeds, it will
not be through the preservation
of the status quo. Since he took
over as underwriter of syndicate
406 in 1991, he has merged it
with a profitable syndicate,
sparked a controversy among
some members by closing the
1988 account and overhauled its
book of business.

And, by imposing a new under-
writing philosophy at 406, he
hopes to take full advantage of
those rates that are rising.

Mr. Agnew began his career at
Lloyd's 30 years ago on the
Gardner Mountain marine syndi-
cate. After disastrous results in

1964, 1965 and 1966, the agency
took on infamous Lloyd's un-
derwriter Peter Cameron-Webb,
whose own agency, PCW Under-
writing Agencies, eventually
took over Gardner Mountain.

In 1977, Mr. Agnew set up syn-
dicate 970 within PCW: He ran
it for nearly six years.

Then in 1982, 10 months before
PCW was engulfed in a scandal
involving large losses by syndi-
cates it managed, he resigned
and set up his own agency, I.C.
Agnew Underwriting Ltd., to
manage syndicate 672, which has
yet to post a loss.

After the 1991 takeover of Mr.

Agnew's agency by Wellington
Underwriting Agencies Ltd; he
succeeded Seamus Cowley as un-
derwriter for syndicate 406 and
merged it with 672.

Syndicate 406 was substan-
tially larger with a 1990 capacity
of 100.7 million pounds ($190.3
million), more than 2 1/2 times the
capacity of 672. Together, their
capacity grew to 132 million

 pounds ($246.8 million) in 1991
and 145 million pounds ($281.3
million) in 1992.

Although both 406 and 672 are
marine syndicates writing simi-
lar business, their results have
differed the past few years.

At 406, the losses kept mount-
ing. First 65.1 million pounds
($125.6 million) in 1988, then
30.4 million pounds ($56.1 mil-
lion) in 1989. And 1990 losses are
projected to be 30 million pounds
($56.7 million), Mr. Agnew said.

Syndicate 672, however, has
bucked the market. It turned

profits of 3.3 million pounds
($6.4 million) in 1988 and 6.7
million pounds ($12.9 million) in
1989, and is forecast to make a
piofit of at least 3.7 million ($6.9
million) in 1990, Mr. Agnew said.

Although it is too early to
make a prediction for 1991, Mr.
Agnew said the me"rged syndi-
cate 406 should make a profit.
' For all his optimism, Mr.
Agnew is not without detractors.

His problems began with 1988.
Old pollution and asbestos
claims had deteriorated substan-

tially since the syndicate closed
its 1987 year, he said.

"We had to take full account of

that when we were closing
1988," Mr. Agnew said. That en-
tailed calling "a lot of money"
and buying "substantial" time-
and-distance policies, he said.

Most problems from the past
have been cleared up, Mr. Agnew
said. "Seventy-five percent of
the 1988 loss was for back year
problems. . .for the 1989 year
only 8% of the loss related to
back years," he said.

Even though much of the loss
in 1988 was from prior years,
little could have been done ear-

lier because of insufficient infor-

mation, Mr. Agnew said.
Some members from 1988

don't believe that. About 500

have formed an action group that
may sue Wellington, according to
the group's chairman, Alfred
Doll-Steinberg. "We have a stat-
istician looking at the figures,

and it is clear that the large loss
for 1988 is either due to underre-

serving in the past or overreserv-
ing for the future," he said.

Mr. Agnew implemented other
changes at syndicate 406.

The newly merged syndicate
now largely takes a cautious ap-
proach to underwriting, similar
to syndicate 672, he said.

Syndicate 406 was dogged by
the poor terms and conditions in
the marine market in 1988, 1989

and 1990. While syndicate 672
saw much of the same business,

it turned a lot more of it away
and bought substantial reinsur-
ance protection, Mr. Agnew said.

"We were fully aware of the
inherent dangers of that market-
place at that time," so the 672

-- mr; SES ICE
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staff looked into every risk in last two years than in the previ-
detail whether they were leading -ous five yeafs. About 70% of its
the risk or not, Mr. Agnew said. total income is now marine.

"We had six underwriting staff Marine rates, have risen sub-
on 672, which was quite a lot for stantially in the past year, but
a stamp capacity of 40 million "There are very few classes of
pounds ($74.8 million). But our ' business where I am satisfied
selective approach to under- with the rates," Mr. Agnew said.
writing kept us free of queues." "The hull account is still light

The merged syndicate has an on deductibles, and the cargo ac-
underwriting staff of 10. count is still in the doldrums."

The new 406 has also aban- However, energy rates and lia-
doned the old syndicate's stop- bility rates are rising, and the
loss account. In 1989, 406 earned mood of the market is for all

a premium of 125,000 pounds rates to increase, he said.
($241,250) from stop-loss busi- Marine liability risks account
ness but paid losses of 2.4 million for 33% of the syndicate's busi-
pounds ($4.6 million). - ness, and energy risks account

Management keeps things in for 19%. The remainder is made
check by holding staff meetings up of: 11% hull, 10% excess of
every morning to discuss the loss, 6% cargo, 6% non-marine li-
risks underwritten the previous ability, 4% war risk, 4% other
day, Mr. Agnew said. marine property, 3% non-marine

Marine risks have made up a short tail, 2% aviation 'and 2%
larger share of business over the othercoverages. •
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Spotlight report

Marine market looking up
Underwriters digging out as rates rise, capacity tightens

By STACY SHAPIRO

LONDON-Things are looking
better for Lloyd's of London ma-
rine underwriters, but then they
couldn't look much worse.

Hull insurance rates are rising
for the first time in many years,
said Iain Webb-Wilson, director
of Lloyd's broker Miller Marine
Ltd.

Marine liability reinsurance
capacity has tightened and rates
have pushed up a little, said
Peter Stone, managing director
of Miller Marine. The Oil Pollu-

tion Act in the United States has

spurred rates upward, moreso
than the estimated $1.5 billion
insured loss caused by the Exxon
Valdez oil spill, Mr. Stone added.

There also is less capacity for
energy risks though "apparently
there is still enough" and prices
"have improved significantly,"
added Stephen Merrett, chair-
man of Lloyd's Underwriters
Assn., which represents marine
underwriters.

"Lloyd's has always been a
critical part of the (capacity) for
energy business," said Graham
Clarke, managing director of
Miller Energy Ltd. "But now
Lloyd's is back in the driver's
seat of the market."

Before it could take advantage
of these opportunities, though,
the Lloyd's marine market has
had to pull itself out of a deep
trough.

In 1989-the last year to close
underwriting under Lloyd's
three-year accounting system-
the marine market felt an overall

loss of 875.1 million pounds
($1.64 billion at applicable ex-
change rates), significantly
worse than the 551.3 million

pound ($1.06 billion) 1988 loss.
Hurricane Hugo and the Exxon

Valdez oil spill near the Alaskan
coast are just two of the major
1989 catastrophes "to produce
one of the worst years on record
for marine insurers," said Mr.
Merrett.

In 1989, there were 134 marine

syndicates in the market that
wrote net premiums of 1.33
billion pounds ($2.49 billion at
applicable exchange rate), com-
pared with a gross allocated ca-
pacity of 4.5 billion pounds
($8.42 billion).

The 1990 marine market re-

sults, due out next year, are ex-
pected also to be poor, though
they should be an improvement
over 1989, said Mr. Merrett.

"The 1991 year of account is
expected to show some improve-
ment," said Mr. Merrett, and
some syndicates are forecasting
profits. "It's too early to say"
what 1992 results will show, but

Syndicate

the signs are that there is "fur-
ther improvement," he said be-
fore Hurricane Andrew slammed
into Florida last week.

The disastrous years of 1989
and 1990, however, have forced

many so-called marine syndi-
cates to shut down or merge with
newer syndicates. As a result,
this year just more than 80 syn-
dicates consider themselves "ma-

rine" syndicates and belong to
the Lloyd's Underwriters Assn.

Lloyd's no longer classifies
syndicates by class of business.

Three of the marine syndicates
that have shut down are among
the five syndicates that caused
more than one-third of the losses
in 1989 attributable London

market excess-of-loss reinsur-
ance. They are:

'It's too early to

say' what 1992
results will show,

but the signs are
that there is 'further

improvement,' says
Stephen Merrett.

• Syndicate 255 managed by
Rose Thomson Young (Under-
writing Agencies) Ltd.

• Syndicate 298 managed by
Gooda & Partners Ltd.

• Syndicate 540 managed by
Feltrim Underwriting Agencies
Ltd.

Statistics from the Assn. of

Lloyd's Members show that ex-
cess-of-loss marine reinsurance

accounted for 9.7% of the gross
allocated capacity of the entire
Lloyd's market in 1989, the lar-
gest percentage of any of the 46
categories written by the market.
This was reduced to 5.6% in

1992, the ALM says.
Mr. Merrett points out that the

"retrocession" market-meaning
the LMX market-has shrunk

"significantly" since 1989 and
there are now "tighter controls
on aggregates." Marine un-
derwriters continue to write ex-

cess-of-loss reinsurance, but this

is to support cedants who are
writing insurance-rather than
reinsurance-coverages, he said.

Also gone from the marine
market are some of Lloyd's old-
est and largest syndicates,
largely because of the uncer-
tainty of long-tail asbestos and
pollution claims.

This includes last year's 10th-
largest marine syndicate-syndi-
cate 367 managed by F.L.P. Se-
cretan & Co. Ltd. It ceased trad-

ing last October, leaving open its
1989 account with a loss of 40.9

million pounds ($66.0 million at

applicable exchange rate).
Last year's seventh-largest

marine syndicate 932, managed
by Janson Green Ltd., is also
gone, though it has merged its
capacity with syndicate 79, 6ne
of this year's largest syndicates.
Syndicate 932 has also kept its
1989 account open, with losses
totaling 16 million pounds ($25.8
million).

Last year's sixth-largest syndi-
cate, 448, managed by Welling-
ton Underwriting Agencies Ltd.,
is also out of the ranking this
year. Its capacity fell to only 77
million pounds ($144.0 million at
applicable exchange rate) from
115.6 million pounds ($223.1
million) in 1991. Syndicate 448's
1989 account has been left open
with losses totaling 48.3 million
pounds ($78 million).

Some of Lloyd's largest syndi-
cates also have slashed their ca-

pacity. In particular, last year's
second-largest marine syndicate,
206, managed by Sturge Marine
Syndicate Management Ltd., cut
its capacity in half to 84.8 mil-
lion pounds ($158.6 million) from
165.8 million pounds ($320 mil-
lion) last year. Its 1989 total
losses hit 38.3 million pounds
($71.6 million).

"It is ironic that in the midst of

the gloom generated by these re-
sults (in 1989), there are now real
grounds for optimism for the fu-
ture in the Lloyd's marine mar-
ket," Mr. Merrett said in a state-

ment accompanying Lloyd's 1989
results. "The adverse effects of

abundant levels of capacity for
reinsurance, particularly retro-
cessional business, are well
known. The dramatic contrac-

tion in that market will reinforce

the resolve of many underwriters
to return to profit."

In the meantime, the Lloyd's
Underwriters Assn.-in a show

of support for the changes in
Lloyd's governance proposed by
Sir Jeremy Morse's committee-
resigned en masse on July 16 and
put themselves up for re-elec-
tion. A letter from the LUA said
the 15 committee members felt

that they needed to confirm their
level of support from Lloyd's
marine underwriters in light of
the report's recommendations.

Only one of the committee
members, Colin Mander, was not

re-elected on July 22 to serve the
marine market until the end of

the year. Mark Denby was
elected in his place. Mr. Merrett
was also re-elected as LUA

chairman.

No other formal association of

Lloyd's, including the Council of
Lloyd's, has resigned and sought
re-election in light of the Morse
report (see story, page 3). I

Largest Lloyd's marine syndicates*
Based on 1992 gross allocated capacity in millions of pounds

Managing agency Underwriter 1992 Capacity 1989 Profit

488 CharmE Underwriting Agendes Ltd. J.R. Charman     £207.9 $388.8 £7.8 $14.6

' 418 Merrett Underwriting Agency Management Ltd. S.R. Merrett 193.1 361.1 1.1 2.0

79 Jansoh Green Ltd.r ,.:'·,f,V,f , J.F{.L. Youe[1 5/150.1 280.7 ' i_1 - -fR:21
, 861 Alston Brockbank Agencies Ltd. M.E. Brockbank 144.5 270.2 2.1 3.9 

466 - WeiTington Un6erwrT®gAgencTeU@m 1.6. Agnew 4 ,.144.4*276.6 „ 156.41 - 155Er-
282 M.J. Marchant Underwriting Ltd. - /2 ' M.J. Marchant 131.9246.7 (3.8) (7.1)

483-' Methuen (Lloyds Underwriting Agents) Ltd)57*'P.R. Chandler T'· 127.5»' 258.6 7 (16.63 *'ffia.19
A.P. Bartleet 125.1 233.9 4.1 7.7 E40 Murray Lawrence & Partners Ltd.

; 735.,*Wren Syndicates Management Ltd. ;'ff*8** A.R. Jackson SSY 98.6 184.4 f (1.7) 3?5 (5.2) fiE
}206 Sturge Marine Syndicate Management Ltd. B.G. Adams 84.8 158.6 (38.3) (71.6) 8

*Syndicates whose largest proportion of business is marine ' Syndicate created by merger of syndicates 932/989,436/279 and 79/650
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Reinsurer executives calm before the storm
By SARA MARLEY Capacity and competition remain high Skandia Group continued to

rank as the 10th largest reinsurer
with $1 36 billion in net written

othertu;;SydrpifY gfoloal er:i- for most lines Of reinsurance officials say premiumssurers-at least until Hurricane , The reinsurance markets are

Andrew clobbered Florida and still marked by keen competi-
Louisiana last week and overcapacity" will mark Hannover/Eisen & Stahl again Some reinsurers are suffering .tion," agreed Achim Kann,

Speaking earlier this month, both 1992 and 1993, said Scott R ranked No 7, with net written catastrophic losses "without cat- chairman of Frankona Reinsur-
before the storm caused billions Doerr, vp of Berkshire Hathaway reinsurance premiums of $1 77 astrophic events," he noted ance Co in Munich "Individual

of dollars of insured damage, Inc 's reinsurance division in billion "In the European market, any companies are being squeezed
leading reinsurance executives Stamford, Conn "Conditions in the global rein- catastrophe risk premium that lS OUt "
said they expect the market to Berkshire Hathaway joins the surance marketplace remain very not swallowed up by the Japa- Frankona dropped a notch to
harden gradually However, most Business Insurance Top 20 for competitive, with excess capac- nese typhoon is being nibbled No 14 with $925 million in net
expect reinsurers to continue to the first time, ranking 18th with 1ty for many classes of business," away by routine business, with premiums written
post poor results for 1992, even $667 million in net reinsurance said Michael W Fedyna, vp and nothing left to build up reserves "The industry has been in a
before the losses caused by An- premiums written in 1991 division financial officer for for future catastrophes," Mr downward cycle for longer than
drew are tallied "In general, 1992 looks like Philadelphia-based CIGNA Herrgen said, referring to Ty- expected, and there are no clear

Continued competition and a another tough year for many Corp 's property and casualty re- phoon Mireille, which caused signs that it will come to an end
lack of retrocessional capacity reinsurers," said Willem K Dik- insurance operations $52 billion in insured damage in 1992 or 1993," said Ernesto
have put a squeeze on reinsurers' land, chief executive officer of Exceptions are some marine "It will be even more difficult in Jutzi, general manager of Swiss
profits, they complain Netherlands Reinsurance Group classes, aviation and property 1992 to ignore the everyday ca- Re in Zurich

Many observers do not see the in Amsterdam catastrophe and retrocessional tastrophe " The global reinsurance market
hurricane triggering a sudden Netherlands Re, with $9983 business, he added Swiss Re again was the world's in 1992 "continues to be highly
turn in the overall insurance and million in net written reinsur- CIGNA's reinsurance opera- second-largest reinsurer with competitive with rate insuffi-
reinsurance markets, though the ance premiums, moved up seven ti(ms fell just short of the Top 20 $5 75 billion in net written rein- ciency in view of catastrophe po-
huge losses will cause further slots to No 12 in this year's this year with $622 million in surance premium tential," said N David Thomp-
contraction in the already-tight ranking, reflecting ltS 1990 ac- 1991 net property/casualty rein- Jean-Pierre Fillebeen, vice son, president and chairman of
property catastrophe reinsur- quisition of Victory Insurance surance premiums after placing chairman and CEO of SAFR Re- North American Reinsurance
ance and retrocessional markets Holdings Inc of London (BI, July 16th a year ago insurance Corp of the United Corp, the U S affiliate of Swiss
(see story, page 1) 30, 1990) On the other hand, "capacity States, describes the current re- Re

The global reinsurance mar- Reinsurers "are faced with in the global reinsurance mar- insurance market as a "a very "Barring major catastrophe
ketplace in 1992 is "still largely strong competition and inade- ketplace has become scarcer, difficult marketplace worldwide losses and/or a downward move
unprofitable, (but) changing to quate rates in a number of im- perhaps even more so than ex- squeezed between a primary in stock and bond values, the
the better," said Karl Wittman, portant primary markets," Mr pected," said Erich Herrgen, market with companies unable to probabilities are that present
executive manager of Munich Dikland said, while also observ- member of the board of Bavarian write at adequate rates and a trends will continue into 1993,"
Reinsurance Co, headquartered ing that "retrocessional capacity Reinsurance Co , a Munich- vanishing retro market " Mr Thompson said before Hurri-
in Munich, Germany has all but dried up " based subsidiary of Swiss Rein- With $596 5 million in net cane Andrew struck

Mr Wittman predicts a "con- Some reinsurers were even less surance Group written reinsurance premiums, "The market lS so far unevent-

tinuation of a hardening reinsur- optimistic "The reason is the continuing Paris-based SAFR fell Just short ful and lt looks essentially like
ance market globally" for 1993 "We anticipate a continued unsatisfactory conditions in of the Top 20 1991," said Tatsuhiko Tsukuda,

Munich Re again held onto the erosion of underwriting results bread-and-butter business, Market conditions are "gen- associate director and general
top spot in the Business Insur- and lower or stable investment which have given many rein- erally weak with only a few opti- manager of Yasuda Fire & Ma-
ance ranking of the world's lar- earnings leading to poorer over- surers 1991 balance sheets that mistic signs in the marine and rine Insurance Co Ltd 's inter-
gest reinsurers with $6 72 billion all results than in 1991," said are reminiscent of the windstorm aviation business," said James F national operations department
in net reinsurance premiums Dirk Lohmann, senior vp of year 1990," Mr Herrgen said, re- Dowd, chairman and CEO of Yasuda, headquartered in
written Hannover Reinsurance Co /Eisen ferring to the European wind- Skandia America Group in New Tokyo, dropped three places to

"Continued price weakness & Stahl Reinsurance Co storms of early 1990 York, a unit of Skandia Group Continued on next page

World's largest reinsurers
All amounts in thousands of dollars Ranked by net reinsurance premiums written.

Net Net Net Policyholders' Losses & loss
reinsurance reinsurance reinsurance Aftertax surplus adjustment Loss Underwriting Expense Combined Combined
premiums premiums premiums net Income (remsurers only) expenses ratio expenses ratio ratio ratio Rank Company written 1991 written 1990 earned 1991 1991 1991 1991 1991 1991 1991 1991 1990

1 Munich Reinsurance Co.1

$6,722,322 $7,206,740 _ $6,767,194 $57,426 $1,795,712 $5,405,177 79.9% $2,123,748_31.6%_ 111.5% 108.5%
2 Swiss Re Group2

5,746,410 47823,543 5,722,088 169,475 2,205,511 4,623,648 NA 1,369,912 NA NA NA
North American Remsurance Corp 798,677 676,082 729,597 59,898 723,561 508,696 69 7 289,222 36 2 105 9 108 7
Bavanan Reinsurance Co 2

719,924 593,882 709,879 7,102 200,098 634,760 89 4 185,772 25 8 115 2 97 3
European General Reinsurance Co 2

606,733 560,858 595,973 1,950 71,367 539,340 NA 142,423 NA NA NA
Union Reinsurance Co 450,945 370,017 413,053 2,654 101,734 324,958 78 7 149,652 33 2 111 9 118 9

3 Employers Reinsurance Group 2,619,086 2,638,823 2,564,934 340,483 1,872,559 1,857,452 79.33 1,190,106 29.0 108.33 106.Ss
4 Assicurazioni Generali S.p A. 2,488,913 2,185,249 2,459,923 500,355 7,446,089 1,709,753 69.5 676,813 27.2 96.7 95.1

1 1-
5 General Reinsurance Co. 2,249,100 2,149,600 2,241,300 656,700 3,911,200 1,618,000 72.54 664,800 29.74 102.24 99.04
6 Cofogne Reliisurance Co. 1,966,439 1,873,594 1,941,021 27,044 289,731 1,555,710 80.1 518,253 26.4 106.5 108.1 j
7 Hannover/Eisen & Stahl Reinsurance Co 1,771,929 1,546,553 1,746,261 40,199 546,652 1,407,180 80.6 473,512 26.7 107.3 103 2

Hannover Reinsurance Co 5

1,123,349 959,347 1,105,121 27,566 354,221 895,093 81 0 311,706 27 7 108 7 101 7
Eisen & Stahl Reinsurance Co 648,580 587,205 641,138 17,017 192,432 512,087 79 9 161,806 24 9 104 8 105 6

18 SCOR S.A. 1,595,944 1,642,209- - 1,51®601 27,799 861,582 1,261,968 83.2 508,687 31.9 115.1 110.2
SCOR U S Corp 172,586 179,409 172,697 30,691 224,327 113,137 655 63,930 37 0 102 5 102 5

9 Mercantile & General Reinsurance Co RL.C. 1,578,933 1,333,140 NA 32,810 470,920 1,446,342 91.6 487,132 30.9 122.5 125.8

1j 10 Skandia Group 1,363,357 1,349,973 1,Sil,269- -NA-- 1,118,839 --1,135,589 86.5 - 484,40335.5 122.0 114 5
Skandia American Reinsurance Corp 404,383 414,126 396,890 27,534 353,011 304,926 76.8 137,365 340 1108 1101 1

11 Gerling Global Reinsurance Group1

1,134,835 1,177,834 1,117,173 (4,512) 262,409 840,288 75.2 355,846 31.4 106.6 98.1
12 Netherlands Reinsurance Groupl 998,278 576,366 994,716 24,500 201,631 919,272 92 4 236,115 23.7 116 1 117.8 15713 Tokio Marine & Fire Insurance Co. Ltd. 943,011 936,284 NA NA 13,832,9838 NA NA NA NA NA NA

1 14 Frankona Reinsurance Co: 5 924,970 909,652 889,294 6,323 165,889 683,224 76 8 282,104 30.5 107.3 103.5
15 American Re-Insurance Co. 901,743 921,474 929,810 157,763 735,708 679,168 73.0 267,347 29.7 102.7 104.6
16 Winterthur Swiss Insurance Co. 869,896 854,429 724,152 NA 3,118,725 NA NA NA NA NA NA I

Winterthur Reinsurance Corp of America 205,420 172,727 193,423 14,903 178,208 144,925 74 9 67,211 327 1076 1054 
17 Prudential Reinsurance Co. 776,109 600,184 764,947 97,417 590,284 600,287 78.5 259,022 33.4 111.9 125 9
18 Berkshire Hathaway Reinsurance Division 667,035 435,205 635,398 62,572' 8,693,991' 731,917 115.2 20,577 3 1 118.3 106.3 15.1019 The Toa Fire & Marine Reinsurance Co. Ltd. 651,446 515,730 NA 18,090 157,582

12

434,126" 66.6 233,243 35.8 102.4 97.1
5720 The Yasuda Fire & Marine Insurance Co Ltd. 634,164 651,392 NA NA 1,695,623 NA NA NA NA NA NA ITotals $36,603,920 $34,327,975 $32,327,080 $2,214,444 $49,973,620 $26,909,101 83.2% $10,151,620 27.7% 110.9% 110.1%

All figures convened to U S dollars at fiscal year end exchange rates Unless otherwise noted fiscal years ending Dec 31,1991, Dec 31,1990
1

Fiscal years ending June 30, 1991, June 30 1990 2 Fiscal years ending Dec 31 1990, Dec 31 1989 3 Ratios related to propertytcasualty business only 4 Ratios related to domestic business only 5 Not consolidated 6 Property/casualty business only 7 Fiscalyears ending March 31 1992, March 31,1991 8 Parent company capital and surplus 9 For Berkshire Hathaway Insurance Group 10 Fiscal year March 31 1991 March 31,1990 11 Net clalms paid 12 Losses incurred to premiums written
Source 8/ survey
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Reinsurers

Continued from previous page
No. 20 with $634.2 million in net

written reinsurance premiums.
While primary insurers gen-

erally have not cut their reten-
tions, few insurers are increas-
ing the amount of risk they
retain because of the continued

soft primary insurance market,
said Robert C. Wood, senior vp
and chief operating officer of
Winterthur Reinsurance Corp. of
America in New York, a unit of
Winterthur Swiss Insurance Co.

"Primary companies are be-
coming more concerned about
the poor underwriting results
that are bound to follow such

soft pricing," Mr. Wood said.
"Therefore, they do not wish to
increase their existing retentions
and, in fact, there are early signs
in the property facultative mar-
ket that companies are interested
in increasing facultative pur-
chases to protect these high re-
tentions. This emerging trend
may also be driven by the short-
age and increased rates 6f prop-
erty catastrophe protection."

Winterthur Swiss slipped one
place to No. 16 in this year's
ranking based on $869.9 million
in net written premiums.

"Terms and conditions have

improved," though it may not
show yet in reinsurers' results,
said Juergen Zech, chairman of
the board of executive directors

of Cologne Reinsurance Co. in
Cologne, Germany.

Ranking No. 6, Cologne Re
wrote net reinsurance premiums
totaling $1.97 billion in 1991.

Due to rapidly shrinking ca-
tastrophe reinsurance capacity,
"rates for this line are rising ex-
ponentially," said Mahmoud M.
Abdallah, senior vp of American
Re-Insurance Co. of Princeton,
N.J.

American Re ranked No. 15,
one notch below its 1991 rank-

ing, based on net written rein-
surance premiums of $901.7 mil-
lion

"Reinsurance and retroces-

sional programs are replete with
shortfalls and abandoned

layers," Mr. Abdallah said. "Fi-
nite risk programs are being uti-
lized in some instances to bridge
the gaps, but there still is some
reluctance to pursue this course
by some traditionalists and regu-
latory questions still cloud the
issue.

"Finite reinsurance will be

more prominent and more widely
used to protect catastrophe pro-
grams and other classes of insur-
ance and reinsurance," he con-

tinued. "It will, however, be
more closely scrutinized by regu-
lators and auditors for appropri-
ate risk transfer elements."

"The current hard market for

traditional property catastrophe
excess-of-loss reinsurance has
resulted in increased demand for
financial reinsurance alterna-

tives. We anticipate that this de-
mand, which will come from in-
ternational and U.S. companies,
will remain strong throughout
1993," CIGNA's Mr. Fedyna
said.

Record losses at Lloyd's of
London will aggravate the retro-
cessional capacity crunch and
will continue to cause reinsurers
to look elsewhere for retroces-

sional coverage, executives point
out (see stories, beginning on
page 3).

Lloyd's reported an overall
loss of 2.06 billion pounds ($3.85
billion at applicable exchange
rates) for the 1989 underwriting
year (BI, June 8).

"We are already seeing a tight-
ening in the European market"
as a result of the problems at
Lloyd's, said Tom Case, presi-
dent and chief operating officer
of Employers Reinsurance Group
in Overland Park, Kan. He fore-
sees less tightening in the Far
East, but reliance there on the
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European market will probably
cause some reduced capacity.

"There is a definite restriction

in the European market, which
increases prices," Mr. Case said.

Employers Re again ranked
No. 3 with $2.62 billion in net
reinsurance premiums.

"We can anticipate further re-
ductions in property catastrophe
and retrocessional capacity
through the remainder of 1992
and into 1993 in the London

market," Mr. Wood of Winter-
thur America said.

The problems in London are
"affecting both marine and non-
marine" business, said Marie-
Louise Wenander, chief operat-
ing officer-reinsurance at Skan-
dia Group in Stockholm, Swe-
den. "Capacity of last resort
reinsurance is reducing quickly.
Further withdrawals in the com-

pany market and further mergers
are expected."

"Large segments of the U.S.
and Japanese markets that his-
torically used Lloyd's as their
'lead' are looking to other mar-
kets, particularly in the U.S.,"
agreed Mr. Abdallah of Ameri-
can Re. "Loss of substantial re-

trocession market (capacity) fur-
ther constrains reinsurers'

ability to serve their clients."
The losses at Lloyd's, among

other factors, have prompted
ceding companies to take a closer
look at their reinsurers' security.

"Companies are looking for se-
curity and solvency," Mr. Case
said. "Most buyers want to deal
with markets that will be around

to pay a loss when the loss
comes. In most cases, ceding
companies are reducing the num-
ber of reinsurers on their pro-
grams," Mr. Case said.

More and more large insurers
are choosing their reinsurers
from an approved list, he added.

"Buyers might look at their
reinsurers more closely, but I
don't see any fallout (from
Lloyd's) to other quality rein-
surers," said Dewey P. Clark Sr.,
senior vp of Prudential Reinsur-
ance Co. in Newark, N.J.
"Lloyd's problem is unique to
Lloyd's."

Newark, N.J.-based Prudential
Re climbed a notch to No. 17

with net written reinsurance pre-
miums of $776.1 million.

"Business will continue to

gravitate to the strongest rein-
surers," said Mr. Fedyna of
CIGNA.

"Only the fittest and most
committed will survive," agreed
Mr. Fillebeen of SAFR.

"Lloyd's leadership position in
worldwide reinsurance (will) be
further diminished," American
Re's Mr. Abdallah said. "The

U.S. market will play a more
prominent role in international
reinsurance as a result."

"Risk spreading by way of re-
trocession is becoming less
prominent," Mr. Dikland of
Netherlands Re said. "This

causes the exit of many, often
smaller players while the large,
strong reinsurers stand to gain
from this development."

"The heavy losses of the recent
years and the mergers and acqui-
sitions in the reinsurance world

are producing a reduction in ca-
pacity and in the number of re-
cognized leaders and good se-
curities," said Livio Steindler,
director of reinsurance for Assi-

curazioni Generali S.p.A.
The Trieste, Italy-based com-

Continued on next page

Complexities abound
in ranking reinsurers

Ranking the world's largest reinsurers is no garden party,
and Business Insurance couldn't please everyone.

BI converted foreign currencies to U.S. dollars using the
rates prevailing as of the balance sheet dates for each of the
reinsurers. Using, for example, exchange rates from the same
day for all the reinsurers would alter the rankings somewhat.

The weakness of the dollar is reflected in reinsurers' con-

verted results. For example, top-ranked Munich Reinsurance
Co. realized a 2.7% increase to 12.28 billion deutsche marks

from 11.97 billion deutsche marks in net premiums from 1990 to
1991. Converted at applicable exchange rates, however, this ap-
pears as a 6.7% decline to $6.72 billion from $7.21 billion.

Although BI requested financial information on consolidated
worldwide reinsurance underwriting, not all companies report
such information. For example, Hannover Reinsurance Co.,
Frankona Reinsurance Co. and the three Japanese companies
did not provide such information.

While BI sought the most recent financial information, some
data dates back to 1989. Those were the most recent figures
available from the Swiss Re Group and subsidiaries Bavarian
Reinsurance Co. and European General Reinsurance Co.

Companies also used various fiscal years: U.S. and several
European reinsurers use calendar years, while some German
reinsurers use June 30 and the Japanese use March 31.

The world's largest reinsurers are ranked based on net rein-
surance premiums written, both in property/casualty and
life/health.

Swiss Re and European General requested that no ratios be
published because their figures include life/health. Employers
Reinsurance Corp. provided ratios for property/casualty only,
while all of the Skandia Group figures represent the group's
property/casualty business only.

Finally, reinsurers around the world value their assets dif-
ferently, so a comparison of reported policyholder surplus
among the reinsurers is deceiving. The Germans, for example,
value their assets at the lower of cost or market value at the

balance sheet date, thus creating hidden reserves. Tokio Marine
& Fire Insurance Co. Ltd. reports the capital and surplus of its
parent company, while Berkshire Hathaway Inc. reported both
capital and surplus and net income for the entire insurance
group, not the reinsurance division only.

Acknowledging the inherent distortions in comparing com-
panies from around the world, Business Insurance presents its
ranking of the world's 20 largest reinsurers as the most compre-
hensive effort to date.
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Profitable European business eludes reinsurers

Juergen Zech

Reinsurers

Continued from previous page
pany again ranked No. 4 with net
written reinsurance premiums of
$2.49 billion.

"A number of reinsurers will

disappear through mergers or
consolidations. The market will

show signs of hardening late in
the year, but it will not apply
universally to all classes of busi-
ness," Mr. Dowd of Skandia
America said.

Risk-based capital require-
ments, expected by many to be
finished by year-end and imple-
mented by U.S. insurance reg-
ulators in 1994, are also expected
to lead to fewer reinsurers.

"Enough will be known about
(risk-based capital) in 1993 to
accelerate the sale, consolidation
and mergers of reinsurance mar-
kets during the year," said Mr.
Wood of Winterthur of America.

"More parent companies will de-
cide to divest themselves of rein-
surance subsidiaries similar to

decisions already made in 1992,"
he said referring to the pending
sale of American Re by Aetna
Life & Casualty Co. and Transa-
merica Reinsurance Co. by Tran-
samerica Corp.

To generate higher returns and
to avoid additional contributions

to surplus that may be required
by the implementation of risk-
based capital standards, "more
shareholder parent companies
will seek to retreat to core busin-

esses. Further sales, consolida-
tions and mergers due to the im-
plementation of the new capi-
tal requirements will continue to
make the 'flight to security' a
major issue for the reinsurance
marketplace in 1993," Mr. Wood
said.

Mr. Wood said the market

would harden in 1993, but the
changes will be gradual.

"While there will be no dra-
matic changes in either the rein-
surance or primary markets in
1992, there is a consensus that
the eventual turnaround in the
market may be getting closer,"
he said, with some improvement
in mid- to late 1993.

Next year will bring a "grow-
ing capacity squeeze for catas-
trophe-exposed business due to
lack of retrocession (capacity)
and Lloyd's problems," said
Willi E. Schuerpf, general man-
ager-reinsurance department for
Winterthur Swiss Insurance Co.

He also predicts a gradual recov-
ery in rates of other types of
property reinsurance.

"In light of the continuing
poor results situation, the rein-
surance market is going to be-
come more cautious," predicted
Mr. Herrgen of Bavarian Re. "In
1993, the reinsurers will attempt
to cast off the persistently poor-
performing bulk business."

"As the countdown to the sin-

gle European market passes zero,
a sobering-up effect is likely to
spread among the proud owners
of recently purchased European
subsidiaries. Returns from the

high-cost acquisitions are fre-
quently disappointingly low,"
Mr. Herrgen said.

"We anticipate some continued
tightening in specialty areas
with no real improvement in the
so-called 'bread-and-butter'

lines of property and casualty
business until the end of 1993 at
the earliest," said Mr. Lohmann
of Hannover/Eisen & Stahl. "In

view of the continuing soft mar-
ket, our effort have been focused
primarily on improving service
capacities and strengthening ex-
isting relationships, rather than
on increasing market share."

The U.S. reinsurance market

Cologne Re exec blames competition among cedants
By WILLIAM PITT

COLOGNE, Germany-As
reinsurers gather in Monte Carlo
next week, Juergen Zech, chair-
man of Cologne Reinsurance Co.,
will add his voice to those raising
the question: Why is the reinsur-
ance business in Europe so un-
profitable?

That question, Mr. Zech ex-
plained, will be posed by Paul
Coombes, a management consul-
tant with McKinsey & Co. who
has been asked to give the key-
note speech at the Rendez-Vous
de Septembre in Monte Carlo. It
then will be debated by Mr. Zech
and other continental European
reinsurance executives at the an-

nual reinsurance gathering.
Cologne Re-which is the

world's oldest reinsurer-itself

has suffered from a shortage of
profitable European business in
recent years, and Mr. Zech can
give plenty of reasons why.

In 1991, the reinsurer posted
an underwriting loss of 162.9
million deutsche marks ($109
million) on net written premiums
of 2.98 billion deutsche marks

($1.99 billion). That is slightly
better than a 1990 underwriting
loss of 18,7.7 million deutsche
marks ($123.9 million) on net
written premiums of 2.8 billion
deutsche marks ($1.85 billion).

Net after-tax income jumped
55.3% to 41 million deutsche

marks ($27.1 million) in 1991
from 26.4 million deutsche marks

($17.7 million) in 1990. But this

will remain soft in 1993, "based
on still-profitable published re-
sults in 1992," said Francois Ne-
grier, president of Societe Com-
merciale de Reassurance LA.

Paris-based SCOR again ranked
No. 8 with $1.6 billion in net
written reinsurance premiums.

"Western European reinsurers
will show substantial losses in

commercial property and will
certainly fight hard for improved
conditions," he added. "The
pressure on ceding companies to
increase property rates will be-
come even stronger but with no
improvement in booked results
before 1994 or 1995."

Due to "further hardening of
rates in commercial and indus-

trial lines, reinsurers will start to
show better results," predicted
Mr. Zech of Cologne Re. •

was not as high as the company
had anticipated earlier in the
year. 1990 results had been down
sharply from 54.4 million deut-
sche marks ($32.2 million) in
1989.

However, the outlook for 1992
is better, Mr. Zech said.

The executive blamed

eutthroat competition among in-
surance companies for much of
the recent deterioration in rein-

A major part of
Cologne Re's st,ategy
in the past few years

has been trying
to dodge the 'really

very bad deals'
that insu,ers have

been offering.

surers' European results.
In particular, German com-

mercial property rates have been
"lowered. . .beyond belief" be-
cause the large commercial in-
surers have been "fighting over
market share," he said.

The same story is repeated "all
over Europe," said Mr. Zech, al-
though he noted that results
from the Netherlands and Swit-
zerland in 1991 were "not too
bad."

The problem of low rates in

Germany has been compounded
by the tendency of major insur-
ers to subsidize their unprofit-
able commercial lines business

with profits from personal lines
insurance, he claimed.

"It's terrible for us because the

industrial lines business is heav-

ily reinsured. And the private
lines business is normally not
reinsured-only the catastrophe
part of itis. This has been our
big problem in 1991," Mr. Zech
explained.

A major part of Cologne Re's
strategy in the past few years has
been trying to dodge the "really
very bad deals" that insurers
have been offering, Mr. Zech
said.

As an example, he cites en-
vironmental impairment liability
coverages. A new EIL policy now
being drafted by German insur-
ers and their major industrial
clients threatens to hit reinsurers

with long-tail gradual pollution
liabilities that could prove "very
difficult. . .to handle" (BI, Aug.
17).

Cologne Re draws some satis-
faction from having steered clear
of pollution risks in the United
States.

"We don't write this very diffi-
cult line of business because we

have the experts" to analyze the
risk, said Mr. Zech. "We know
what the problems are so we stay
away from it."

Given this, it is perhaps not
surprising that Cologne Re is re-

Continued on next page
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Cologne Re
Continued from previous page
luctant to offer reinsurance for
gradual pollution coverage to
ceding companies in Europe.

The company does, however,
gain daily experience with U.S.
pollution claims through its par-
ticipation in "IntAP," the Inter-
national Alliance of Asbestos &
Pollution Reinsurers. The non-
profit body, which Cologne Re
founded in June 1991, negotiates
latent liability claims payments
with the London market on be-
half of more than 40 mainly non-
professional reinsurers (BI, July
15,1991).

So what sort' of business is Co-
logne Re prepared to write al-
most a century and a half after
it was founded?

"We try to find niches where
we can still see some profit," said

Mr. Zech. He cited the life and
liability insurance markets as of-
fering a "lot of areas where we
can be innovative and differenti-
ate ourselves."

Life reinsurance accounted for
rnore than 23% of Cologne Re's
gross premiums in 1990.

Cologne Re has worked hard to
move beyond the traditional life
reinsurer's role as an un-
derwriter of substandard risks,
according to Mr. Zech. It now
offers consulting services to
newly formed life insurance
companies, including a specially
developed computer-assisted un-
derwriting system designed to
save staff time in handling stan-
dard risks.

In liability reinsurance, Co-
logne Re has moved away from
proportional business in favor of
more technically challenging fa-
cultative and non-proportional
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There is little reinsurers can do to deter German
ceding companies that'want to buy market share'

and are willing to'accept losses knowingly,' Mr. Zech
says. The competitive pressure is increased by foreign

insurers that target the German market, he adds.

risks, Mr. Zech said. The com-.
pany is a major reinsurer of
product liability risks in Europe,
and most of its rapid growth in
liability reinsurance derives
from business written outside
Germany.

At home, Cologne Re's market
remains difficult. Mr. Zech sees
an upswing under way in 1992,
but one of only modest dimen-
sions.

There is little reinsurers can do
to deter German ceding com-

panies that "want to buy market
share" and are therefore willing
to "accept losses knowingly," he
said.

The competitive pressure is in-
creased by foreign insurers that
target the German market-Eu-
rope's biggest-and by the ef-
forts of domestic insurance com-
panies to defend their home turf.

In addition, acquisitions of
German insurers by foreign com-
panies can compound the prob-
lerns.
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A common result of foreign
ownership is a loss of business
among domestic reinsurers, as
foreign buyers place the reinsur-
ance programs of their newly ac-
quired subsidiaries with their
own reinsurers.

"We are losing 10 million to 20
million deutsche marks ($6.8
million to $13.6 million) of pre-
miums every year because peo-
ple are either reinsuring with
their (new) parent companies or
they are discontinuing a propor-
tional treaty and replacing it
with a non-proportional (one)
and so on."

However, he said, this trend
does not alarm him because Co-
logne Re's German business con-
tinues to grow "at a very fast
rate." This growth has beeh
boosted in part by the integra-
tion of the provinces of the for-
mer East Germany, where Mr.
Zech paid tribute to the "tre-
mendous job" some German in-
surance companies have done in
developing business.

For its part, Cologne Re has
taken a cautious approach to
business prospects in the new
German provinces to the east.

"We didn't go directly into
that market," said Mr. Zech. "So
we depend on our cedants. And
we have warned them not to be
too blue-eyed in terms of what
the costs and the risks involved
are."

So it could better respond to
attractive new opportunities
wherever they arise, Cologne Re
raised its share capital at the be-
ginning of this year by 25% to 62
million deutsche marks ($40.9
million) by converting reserves.

Cologne Re is happy to point to
its membership of "one of the
strongest European insurance
groups" as evidence of the
strength of its financial backing.

Cologne Re is owned by the
French financial and industrial
conglomerate Compagnie de
Suez, owner of major French in-
surer Groupe Victoire.

But Mr. Zech is at least equally
eager to stress the company's
management independence and
German identity.

Cologne Re is enmeshed in a
fiendishly complicated share-
holding web. Its immediate ma-
jority shareholder is the direct
German insurer Colonia Versi-
cherung A.G. Colonia, in turn, is
controlled by Vinci, a holding
company whose majority owner
is Groupe Victoire.

Cologne Re has what Mr. Zech
calls a "non-interference con-
tract" with Colonia that is bind-
ing upon Vinci, Victoire and
Suez. The contract stipulates
that Colonia must give Cologne
Re five years' notice before mak-
ing any management changes at
the reinsurer.

The contract would also be
binding upon any other company
that acquired Colonia. This is
significant because Union des
Assurances de Paris, France's
biggest state-owned insurer, has
precisely that ambition.

UAP Chairman Jean Peyrele-
vade has been negotiating with
Suez to exchange UAP's current
34% stake in Groupe Victoire for
a 50% stake in Colonia. And, he
has talked freely of "manage-
ment changes" at Colonia.

However, Mr. Zech said he
draws reassurance from his un-
derstanding that UAP "is look-
ing for a direct insurer (in Ger-
many), not a reinsurer."

Also, he added, Suez and Vic-
toire "have repeatedly stated
that Cologne Re will under all
circumstances stay with them,
and not go to UAP." I
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A
Abeille Reassurances

11 rue de La Rochefoucauld, 75442
Paris Cedex, France;
331-42-80-7575;
fax: 331-48-78-5342

1991

Premiums written $376,892,099
Premiums earned. $356,026,378
Capital & surplus. $237,763,624
After-tax net. $13,547,355
Losses... $291,628,424
Loss ratio. . 81.9%

Expenses..... $118,969,813

Expense ratio. . 31.6%

Combined ratio.. . 113.5%

Treaty. 96.4%

Facultative. 3.6%

Domestic. 30.6%

Foreign.. 69.4%

1990

$363,750,985

$343,503,665

$211,676,852

$11,961,797

$263,515,620
76.7%

$123,237,037
33.9%

110.6%

96.9%

3.1%
35.5%

64.5%

Founded: 1976.

Parent company: Compagnie Fin-
anciere du Groupe Victoire and
Abeille Assurances.

Employees: 118.
Locations: 1 domestic, 3 foreign.
Principal officers: Michel La-

parra, Gerard Oberty, Francois Vil-
net, Claude Porret, Jacques Dard.

Contact: Jorgen K. Jensen, direc-
tor, 212-809-7100.

American Re-Insurance Co.

555 College Road E., Princeton,
N.J. 08543; 609-243-4200;
fax: 609-243-4257

1991 1990

Premiums written $901,743,162 $921,474,231

Premiums earned. $929,809.913 $871,008,161
Capital & surplus. $735,707,997 $691,280,353

After-tax net... . $157,763,307 $106,233,041
Losses..... $679,167,612 $621,244,465
Loss ratio. 73.0% 71.3%

Expenses. $267,346,937 $307,064,920
Expense ratio. . 29.7% 33.3%

Combined ratio. 102.7% 104.6%

Treaty. 70.0% 61.096

Facultative. 30.0% 39.0%

Domestic. . 87.3% 85.3%

Foreign. 12.7% 14.796

Founded: 1917.

Parent company: Aetna Life &
Casualty Co.

Subsidiaries: American Re-Insur-

ance Co. (Chile) S.A.
Employees: 1,211.
Locations: 12 domestic, 14 for-

eign.
Principal officers: Edward B.

Jobe, president/chief executive; Paul
H. Inderbitzin, executive vp; James
R. Fisher, senior vp/comptroller; Mi-
chael A. Jones, Edward J. Noonan,
senior vps.

Contact: Victor M. Giuffre, vp,
609-243-4280.

Assicurazioni
Generali S.P.A.

Piazza Duca Degli Abruzzi 2-34132
Trieste, Italy; 39-40-6711;
fax: 39-40-671600

1991 1990

Premiums written $2.49 billion $2.19 billion
Premiums earned. ·$2.46 billion $2.17 billion

Capital & surplus. $1.45 billion $5.42 billion

After-tax net. . . $500.355.681 $407,669,527
Losses. $1.71 billion $1.46 billion
Loss ratio. 69.5% 67.4%

Expenses. . . . . . $676,812.919 $604,439,283
Expense ratio. 21.2% 27.7%
Combined ratio. 96.7% 95.1%

Treaty ...... 98.2% 98.3%
Facultative. 1.8% 1.7%

Domestic. 22.3% 22.1%

Foreign. 77.7% 77.9%

Founded: 1831.

Subsidiaries: Erste Allgemeine
Generali, Vienna, Austria; La Con-
corde, Paris; Union Suisse, Geneva;
Business Men's Assurance Co. of

America, Kansas City, Mo.; Generali
Ruckversicherung, Vienna, Austria.

Employees: 29,700.
Locations: 11 domestic, 55 for-

eign.
Principal officers: Eugenio Cop-

pola di Canzano, chairman; Fabio
Fegitz, Gianfranco Gutty, managing
directors; Umberto Della Casa, Ca-

millo Giussani, Amato Luigi Molin-
ari, general managers.

Contact: Dr. Giorgio Balzer, U.S.
representative, 212-602-7600.

B

Bavarian Re

Sederanger 4-6,8000 Munich 22,
Germany; 49-89-3844-0,
fax: 49-89-3844-279

Continued on nexr page
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STIMULUS: Vefy few camers have
been willing to entertain property
rsks that are out of the ordinary.

HOME
RESPONSE: "Home
accepts and expert-
ly underwrites many
'proolem' properly
exposure shunned
by cther insurers.

r

123 North

San hondsco

Aon Reinsuronce Agency, Ine
41515464180
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"We'll take on warehouse, lum-

ber yards, motels and restaurants
-even vacant properties. We
have the expertise and the ca-
pacity, and we're open to prop-

, erly risks of all sizes and classes."
CLAYTON MURPHY. Asst. Vice President
(212) 5306346

HOME INSURANCE

SPECIALTY LINES DIVISION

e genq,

Chicago, Illinois • 60606
7900 3 -< *

21 587*3323
f€ Aon Reinsurance Agency, inc.

2061343-5541



Spotlight report
Continued from previous page Contact· Scott R Doerr, 203-363- * Based on net written and premiums re- dent/executive director, Osamu Sato, Founded: 1846

5207 corded on the balance sheet Koli Fukuda, senior vp/executive Parent company. Colonia Versi-
1990

**

1989 Ratio of underwriting expenses te pros- directors, Yoshimi Takaoka, Junzo cherung AG
Premiums wn-ten $719,923,697 $593,882,275 pective written premiums only Nishimo, Yutaka Okada, senior man- Subsidiaries Cologne Life Rein-
Premiums earned $709,878,854 $585,822,688 Founded. 1988

aging directors surance Co , Cologne Re of America,
Capital & surplus $200,098,044 $201,644,910 Parent company: Centre Re nsur- Contact: Tokeshi Sugisawa, chief Cologne Re Co (Bermuda) Ltd, Co-
Losses $634,759,887 $404,237,053 ance (Holdings) Ltd
Loss ratio 894% 69 0%

representative for U S operations, logne Re Ltd , Cologne Re Co (Dub-
Subsidiaries. Centre Reinst-rance

Expenses $185,772,116 $168,242,734
C 212-839-6927 lin) Ltd, The Cologne Re of South

Ltd , Centre Reinsurance Interna-
Expense ratio 258% 28 3% Africa Ltd, Cologne Life Re Co of

tional Co , Centre Reinsurance Zo of
Combined ratio 115 2% 973% Australia, Europa Ruckversicherung

New York

Founded 1911 Caisse Centrale de Employees· 70 CIGNA Property & Casualty AG
Employees 849

Parent company. Swiss Reinsur- Reassurance Locations· One domestic, three Reinsurance Operations Locations. Two domestic, 23 for-
ance Co 31, rue de Courcelles, 75008 Pans,

foreign P 0 Box 41567, 2 Liberty eign

Employees. 320 France, 44-35-3100,
Specialties: Finite risk Place-TLP 45,1601 Chestnut St , Principal officers. Dr Jurgen

Principal officers Dr Peter Frey, fax 44-35-3131 or 44-35-3188
Principal officers: Steven M Philadelphia, Pa 19101, Zech, chairman, Dr Gerd Hofmann,

Gluckstern, president/chief exezutiveDr Erich Herrgen, Dr Stefan Lippe, 215-761-3545, fax 215-761-5573 Rainer Isringhaus, Georg Lorenz, Dr
Inge Mahlstedt, Stefan Schroder,

1991 1990 officer, Michael D Palm, exezutive
1991 1990 Peter Lutke-Bornefeld, Dr Lothar

Anton Wit-1, board members Premiums wntten $541,643,474 $477,776,655 vp, Laurence Cheng, executtz e vp/ Premiums written $622,341,000 $660,596,000 Meyer, Dr Egbert P Willam, Wil-Premiums earned $507,873,044 $403,975,983 chief financial officer
Contact. Dr Erich Herrgen, 49- Capital & surplus $451,537,386 $418,158,430 Premiums earned $615,627,000 $653,500,000 helm Zeller

89-3844-2_1 Losses $399,278,944 $302,794,368 Contact· Ted Pritchard, vp. 809- Capital & surplus $2'73,000,000 $279,000,000
Loss ratio 786% 750%

295-8501 After-tax net $2,400,000 ($29,400,000)

Expenses $138,264,727 $114,925,367 Losses $527,592,000 $596,646,000

Expense ratio 255% 24 1% Loss ratio 857% gi:p< Continental

Berkshire Hathaway Combined ratio 104.1% 99 1% Expenses $190,845,000 $207,160,000 Reinsurance Group
Reinsurance Division Treaty 950% 97 0% The Chiyoda Fire & Marine Expense ratio 307% 314%

Facultative 50% 30% Combined ratio 116 4% 122 7% 180 Maiden Lane, New York, N Y
100 First Stamford Place, Stamford, Insurance Co. Ltd. Treaty 900% 91 0% 10038, 212-440-7800,
Conn 06902, 203-363-5200, Founded. 1946 Kyobashi Ch,yoda Building 1 -9 Facultative 10 0% 90% fax 212-440-3445

fax 203-363-5221 Kyobashi 2 Chome, Chuo-ku, Tokyo Domestic 45 0% 40 0%
1991 1990

1991 1990 104, Japan, 81-3-3281-3311,
Foreign 55 0% 60 0%

Premiums wntten $349,556,000 $408,864,000

Premiums written $667,035,000 $435,205,000 fax 81-3-3272-4987 Premiums earned $347,472,000 $435,689,000

Premiums earned $635,398,000 $437,525,000
Centre Reinsurance Founded: 1947

Capital & surplus $390,524,000 $367,113,000

Losses $731,917,000 $432,228,000 (Bermuda) Ltd.
1992* 1991* Parent company CIGNA Corp After-tax net $45,600,000 NA

Loss ratio 115 2% 98 8%
Premiums written $485,244,955 $432,515,779 Subsidiaries: CIGNA Reinsurance Losses $300,398,000 $429,290,000

1 Victoria St, PO Box HM1788, Capital & surplus $953,594,937 $877,540,280
Expenses $20,577,000 $32,490,000 Co , CIGNA International Reinsur- Loss ratio 865% 98 5%

Hamilton HMHX, Bermuda, Losses $356,823,233 $317.039,963
Expense ratio 31% 75% ance Co Ltd (Bermuda), CIGNA Re- Expenses $119,871,000 $142,416,000

Combined ra-10 118 3% 106 3% 809-295-8501, fax 809-295-3705 Expenses $71,179,653 $57,702,021
Expense ratio 14 7% 13 2% insurance Co S A /N V , CIGNA Expense ratio 343% 34 9%

Treaty 100 0% 100 0% 1991 1990
Combined ratio 120 7% 133 4%

Treaty 990% 99 0% Reaseguros S A
Domestic 400% 40 0% Premium volume* $464,000,000 $182,000,000 Treaty 962% 97 7%

Facultative 10% 10% Employees· 462
Foreign 60 0% 60 0% Premiums earned $502,668,000 $166,166,000

Facultative 38% 23%

Domestic 640% 65 0%

Capital & surplus $360,319,000 $291,776,000
Locations Three domestic, eight Domestic 960% 94 1%

Foreign 360%

Employees. 20 35 0% foreign
After-tax net $48,199,000 $41,766,000 Foreign 40% 59%

Locations. One domestic Losses $513,330,000 $149,891,000 Specialties· Property, accident,
* Fiscal years ended March 31, 1999, March

Specialties: Finite risk reinsur. Loss ratio 102 1% 90 2% 31,1991
treaty casualty, aviation, marine, Founded: 1942

ance, property catastrophe excess of Expenses $73,861,000 $26,909,000 Founded. 1897 bonding/credit, agriculture, financial Parent company· Continental

loss Expense ratio.. 15 2% 14 8%
Locations· 230 domestic, 17 for- reinsurance/finite risk, engineering Corp

Combined ratio 117 3% 105 0%

Principal officers: Alit Jam, pres- Treaty 100 0% 1000% eign
Principal officers. Norman M Subsidiaries Continental Rein-

ident, Scott Doerr, vp, Brian Garri- Domestic 50% 50% Principal officers. Hideo Xamio, Wayne, president-property and ca- surance Corp, Continental Reinsur-
son, assistant vp Foreign 950% 950% chairman, Takashi Toyabe, presi- sualty reinsurance division, Harry J ance Corp International Ltd , Conti-

Larzelere, president-North American nental Reinsurance Corp (U K ) Ltd ,
reinsurance operations, Thomas J UnicoAmerica Insurance Co Ltd
Mahoney, general manager-CIGNA Principal officers. Philip Marcell,
Reinsurance Co S A /N V, Belgium, chairman-Continental Reinsurance
Michael W Fedyna, vp/chief finan- Group, Winifred Baker, president-
cial officer, John P Gumbrecht, vp/ Continental Reinsurance Corp , Ian
chief underwriting officer Sinclair, managing director-under-

----
Contact: Norman M Wayne, 215- writing-Continental Re London,

761-3555 Gary French, executive vp-Continen-
tal Reinsurance Corp , Constance
Curnow, senior vp-Continental Rein-
surance CorpCologne Re

i Theodor-Heuss-Ring 11, D-5000 Contact. Winifred Baker, 212-440-
Koln 1, Germany, 49-221-9738-0, 7877

159* fax 49-221 -9738-494
'9.

1991 1990

Premums written $197 billion $1 87 billion
Premiums earned $1 94 billion $1 84 billion

. . 48::44.9
2'fly

4.4 ' , ty *'c Capital & surplus $289,730,884 $262,922,826*«i=a, ff _ - E
"ra¢P . After-tax net $27,044,108 $17,679,061

Losses $1 56 billion $1 52 billion

IAss ratio 801% 82 6% Elsen & Stahl Re
Expenses $518,252,562 $477,137,936

Expense ratio 264% 255% Karl-Wiechert-Allee 50, D-3000
Combmed ratio 1065% 108 1% Hannover 61, Germany,

r
Treaty 903% 90 6% 49-511-5604-0,
Facultative 97% 94% fax 49-511-5604-188
Domestic 40 0% 40 0%

Foreign 600% 60 0% Continued on next page

Guide to reinsuranee directory
The fourth annual directory of the world's largest reinsurance

companies lists reinsurers that responded to a Bus:ness Insur-
ance questionnaire

The listings are published free of charge as an editorial ser-
vice, however, only reinsurers writing primarily property/ca-
sualty reinsurance of at least $300 million in net reinsurance
premiums are included Malor reinsurance subsidiaries of the
reinsurers ranked among the 20 largest m the world are also
included in the directory

B E P International Financial information was gathered from the responses to the
BI questionnaire, annual reports and telephone interviews Fig-

A World of Expertise j-
ures are reported in US dollars, using fiscal exchange rates
corresponding with each companies' balance sheet fiscal year,
which lS the same as the calendar year unless otherwise notedat Your Service - a„, ,p, .

The listings begin with the home office address, telephone and
facsimile numbers, followed by financial information based on
the company's worldwide consolidated (unless otherwise noted)

For over 30 years, BEP International BEP international Is a member reinsurance operations

has brought to its clientele a special of the Sodarcan group which ranks Net premiums written, net premiums earned, total capital and

expertise in traditional and innovative among the top twenty insurance and surplus, after-tax net income, loss and loss adjustment expenses

reinsurance programmes. reinsurance brokerage houses In the and underwriting expenses are given, followed by the loss

world
ratios, expense ratios and combined ratios The percent of busi-

Combining the resources of its ness written as treaty and as facultative reinsurance are in-

offices located in four maor North L cluded, as well as the percent of reinsurance written in domestic

American cities, our group will con- and foreign markets

tinue Its commitment to the develop-
The company's year founded follows the financial informa-

tion The parent company (if any) lS listed, followed by maior
ment of new products and the blending reinsurance subsidiaries If the companies' financial mforma-
of modern technology to the traditional SEP International tion is not consolidated or only partly consolidated, that iS
operations of the reinsurance market, Reinsurance Brokers noted here Employees at year-end 1991 and number of world-
the keys to the quality and efficiency wide locations are included Names and titles of principal
which have become its trademark Jersey City, Seattle, Toronto, Montreal officers, as well as a U.S. contact complete the listings

Although BI makes every effort to publish complete and accu-
rate listings, we are not able to verify all information provided
by the reinsurers

---- --



Contmued from prevtous page 1991 1990 Contact: Roland W Jackson
Premiums written $211,138,050 $460,299,028

Founded: 1886

1991 1990 Premiums earned $219,148,745 $484,847,886 Parent company: Gerling-Kon-
Premiums written $648,580,190 $587,205,291 Losses

Frankona Reinsurance Co.
$124,113,901 $300,380,635

Premiums earned $641,138,478 $578,513,502 zern Versicherungs-Betelligungs-
Loss ratio 56.990 61 9% Mana-Theresia-Strasse 35,8000

G
AG

Capital & surplus $192,431.889 $179,504,469 Expenses $64,436,208 $156,066,015 Munich 80, Germany,
After-tax net $17,017,252 $10,396,476 Expense ratio 305% 339%
Losses $512,087,023 $471,331,990

49-89-9228-438, Subsidiaries: Frankona Reinsur-
Combined ratio 874% 958% Gerling Global

Loss ratio 799% 815% Treaty 100 0%
fax 49-89-9228-609 ance Co , Frankona America Life Re-

1000%
Expenses $161,805,741 $141,635,429 assurance Co Reinsurance Group

Domestic 74.1% 695% 1991 1990
Expense ratio 249% 24 1% Foreign 25.9% 30 5% Premiums written $924,969,501 $909,652,276 Employees: 530 Gereonshof, 5000 Koln 1, Germany,
Combined ratio 104.8% 105 6% Premiums earned $889,294,181 $888,365,599 49-221-144-1;

Treaty 990% 990% Capital & surplus $165,889,079 $148,156,790
Locations: One domestic, two for- fax 49-221-144-3718

Facultative 10% 10% Parent company: USF&G Corp eignAfter-taxnet $6,322,944 $6,641,664
Domestic 770% 79 0% Employees: 42 1991• 1990*

Losses $683,223,136 $666,900,624
Foreign 23.0% 21 0% Locations: One domestic Principal officers: Dr Achim Premiums wntten $113 billion $1 18 billion

Loss ratio 768% 75 1%

Kann, president/chief executive offi- Premiums earned $1 12 billion $1 15 billion
Principal officers: Paul B Ingrey, Expenses $282,103,684 $258,248,892

Founded: 1923 Capital & surplus $262,409,213 $316,017,698
president, John R Berger, executive Expense ratio 315% 28 4% cer, Dr Reinhard Hinne, Dr Gunter After-tax net $4,512,211 $15,768,607

Parent company: Haftpflichtver- vp, Dwight R Evans, Charles A Ha- Combined ratio 107.3% 103 5% Jacobs, Dr Karl Mayr, Dieter Luer, Losses $840.287,981 $772,288,981

band der Deutschen Industrie VaG, chemeister, Alan M Willemsen, se- Treaty 929% 93 7% board members Loss ratio 75.2% 67 0%

Germany (HDI) Facultative 71% 63%
nior vps, Roland W Jackson, senior Expenses $355,845,802 $366,506,146

Employees: 161
Domestic 57.0% 61 2% Contact: Judy Sims, 816-471-

vp/comptroller Foreign 43 0% 388% 2200
Locations: One domestic, four for- Continued on next page

eign

Specialties: Financial risk and al-
ternative market concepts, profes-
sional liability, aviation, political
risks, accident and health, life

Principal officers: Dr Michael
Reischel, chairman, Dieter Pfaffen- FINANCIALLY-ORIENTED REINSURANCE
zeller, Udo Schubach, Dr Jurgen
Brenzel, Dr Andreas-Peter Hecker,
Winfried Kruger, Dr Wolf Becke,
board of management, Dirk Loh-
mann, Reinhard Elers, Jurgen Lang,

Rohlf, Dr Helmuth Retch (life), Mr . 8 INVETIVE APROACKDr Helmuth Reich, Hans-Dieter
Rohlf, underwriting officers

Contact: Dirk Lohmann, Reinhard
Elers, Jurgen Lang, Hans-Dieter

Ritschel (health), 49-511-5604-330,
Mr McLain, representative office
USA, 708-705-2100 4

¥M.» .»L

Employers
Reinsurance Group
P O Box 2991, 5200 Metcalf,

TOftE f\S -RA> r - *6

Overland Park, Kan 66201;
JI

913-676-5200, fax 913-676-5221
& 4,=a I

1991 1990

Premiums wntten $2.62 billion $2 64 billion
Premiums earned $2 56 billion $2 64 billion 41./.b Thomas Alva Edison is renowned as histo-
Capital & surplus $1.87 billion $1 65 billion I /11

A '
After-tax net $340,483,000 $265,537,000 ry's greatest inventor, but most people don't
Losses

'r"

$1 86 billion $1 71 billion realize that he hardly ever worked alone.Loss ratio* 793% 807%  :.24461,0,.
Expenses $1 19 billion $1 40 billion Edison recruited scientists, technicians and
Expense ratio* 290% 25 8% 0 , rlf)

Combined ratio* 108 3% 106 5% machinists to create an *4181¥em¢ion«fectory"
Treaty 64.3% 62 6%

St; that promised *'a minor fit,*im¥cf ten
Facultative 35.7% 37 4%

days and a big thing every six months orso.Domestic 81.5% 820%
ie

Foreign 18 5% 18 0% In his lifetime, Edison was granted over a
,Ratios computed from property and ca- thousand patents, includingthephonograph,sualty business only 't

Founded: 1914 .*'FJ,1. motion-picturd pr**ctor and, of course, the%

Parent company: General Electric 16 incandesce!(Aight
Financial Services Inc 1

At Atri
Subsidiaries: Employers Reinsur- .

ance, Nordisk Reinsurance A/S, Em- 1,)42> 1 %1 Y
ployers Reinsurance Ltd, First Ex-
cess Reinsurance, First Specialty

taps 4

Insurance Co, Employers Reassur-
ance

Employees: 914
Locations: 17 domestic, nine for-

eign

Principal officers: Michael G
Fitt, chairman/chief executive offi- "

cer, Thomas S Case, president/chief
operating officer, Hoyt H Wood, se-
nior vp-underwriting, C Alan . 4 1%9£ 744 ,
Mauch, vp-marketing, Kal Ahlmann,
senior executive-ERI Europe

4-,5Contact: Thomas S Case ofs t
-. 'e

''' t, Swiss Re
4 '

European General . I. 5
reinsurance 040,

Reinsurance Co. 1 125 years. 2*
Mythenquai 50/60,8022 Zurich, We pionlliFIR
Switzerland, 41-1-285-2121, 3 r

fax 41-1-285-29-99 '24 I
surplus m****

* f to expand 5* .
1990 1989

Premiums written $606,732,749 $560,858,468
Premiums earned $595,972,745 $553,096,571

ingmn*
-

Capital & surplus $71,367,216 $57,376,038 inv«41
After-tax net $1.949,731 $1,531,109
Losses $539.339,532 $450,144,602
Expenses $142,422,946 $162,002,434

* Fiscal years ended Dec 31,1990, Dec 31,
1989

Founded: 1918
1
6

Parent company: Swiss Reinsur-
ance Group

Specialties: Reinsurance in non-
life and life branches

Principal officers: Theo Obrist,
chairman, A W Saxes, H R Kauf-
mann, directors

F

F&G Re Inc.

P O Box 1958, 55 Madison Ave,
Morristown, N J 07962-1958,
201-898-9393, fax 201-326-9453
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Spotlight report

Cont:nued from prev,ous page * Ratios computed from domestic re- Reassurance Co of Hannover (U S), Ritschel (health), 49-511-5604-330, Subsidiaries: Munich Re of Can-

Expense ratio 31 4% 31 1% insurance only Hollandia Reinsurance Group, South Mr MCLain, representative office ada, Toronto, Mumch American Re-
Combined ratio 106 6% 981% Employees: 2,513 Africa Figures for these subsidiaries USA, 708-705-2100 insurance Co, New York, MARC-

Domestic 668% 61 1% Locations: 14 domestic, 8 foreign are not included above Life, Atlanta, Munich Reinsurance
Foreign 332% 38 9% Principal officers: Ronald E Fer- Employees: 300 Co of Sduth Africa, Johannesburg,

* Fiscal years ended June 30, 1991
guson, chairman/president/chief ex- Locations: One domestic, 12 for- Munich Reinsurance Co of Australia,

and June 30, 1990 ecutive officer, John C Etling, vice eign

Founded: 1954
chairman, Edmond F Rondepierre, Specialties: Financial risk and al- K Sydney, Great Lakes, Toronto, New

Re, Geneva

Parent company: Gerling-Kon-
vp/general counsel/secretary, Joseph ternative market concepts, profes- Employees: 3,475

zern Versicherungs-Beteiligungs-AG
P Brandon, Ernest C Frohboese, sional liability, aviation, political Locations. One domestic, more

Subsidiaries: Gerling Global Life, vps risks, accident and health, life than 70 foreign

Toronto, Gerling Global Reinsur-
Contact: Edmond F Rondepierre, Principal officers: Dr Michael Kemper Reinsurance Co. Specialties: All lines of reinsur-

ance, Toronto, Gerling Global Gen-
203-328-5845 Reischel, chairman, Dieter Pfaffen- ance

zeller, Udo Schubach, Dr Jurgen 1 Kemper Drive, Long Grove, 111
eral & Reinsurance, London, Gerl- 60049, 708-540-2600,

Principal officers: Dr Horst K

ing Global Reinsurance,
Brenzel, Dr Andreas-Peter Hecker,

fax 708-540-2014
Jannott, chairman, Dr Hans-Jurgen

Johannesburg, South Africa, Gerling
Winfried Kruger, Dr Wolf Becke, Schinzler, Dr Wolf-Otto Bauer,

Globale, Zug, Switzerland H
board of management, Dirk Loh- 1991 1990 Klaus Conrad, Rudolf Ficker, Dieter
mann, Reinhard Elers, Jurgen Lang, Premiums written $526,035.000 $355,640,000 Gobel, Dr Edith Lukas, Dieter Non-

Employees: 420 Dr Helmuth Reich, Hans-Dieter Premiums earned $505,892,000 $346,764,000

Locations: One domestic, 23 for- Capital & surplus $336,889,000 $362,7 15,000
hoff, Hans Raffler, Hans Rathnow,

eign
Rohlf, underwriting officers After-tax net $64,044,000 $30,158,000 Ralph Roth, Detlef Schneidawind,

Contact: Dirk Lohmann, Remhard
Specialties: All classes of risks Hannover Reinsurance Losses $426,080,000 $307,188,000 Hans Dieter Sellschopp, Dr Hans-

Principal officers: Dr Richard
Elers, Jurgen Lang, Hans-Dieter Loss ratio 842% 886% Wilmar von Stockhausen, board

Karl-Wiechert-Allee 50, D-3000
Woltereck, Klaus Bultmann, Uwe

Rohlf, Dr Helmuth Retch (life), Mr Expenses $112,314,000 $87,502,000 members

Hannover 61, Germany,
Eymer, Gerhard Niebuhr, Norbert

Ritschel (health), 49-511-5604-330, Expense ratio 21.4% 24 6%

49-511-5604-0,
Contact: John Lombardo, presi-

Mr McLain, representative office Combined ratio 105.6% 1132%

Strohschen, Dr Paul-Robert Wagner,
dent/chief executive officer-Munich

fax 49-51 1-5604-188 TTQA 7AR.705-9180 Treaty 980% 98 0% American Reinsurance Co, 212-310-
Anton Weiler, executive board mem- Facultative 2.0% 20%

1991 1990 1600
bers

Premiums written $1 12 billion $959,347,384
Contact: Gerhard Niebuhr, 212- Premiums earned $1.11 billion $936,891,882 Hannover Re/ Founded: 1969

752-8900 Capital & surplus $354,220,564 $373,763,602 Eisen & Stahl Re Parent company: Kemper Corp
After-tax net $27.565.776 $34,709,848 Subsidiaries: Kemper Europe Re-

General Reinsurance Corp.
Losses $895,092,989 $683,406,599 Karl-Wiechert-Allee 50, D-3000 assurances SA, Kemper Reinsurance
Loss ratio 810% 72 9% Hannover 61, Germany, London Ltd , Kemper Reinsurance

P O Box 10350, Financial Center, Expenses $311,705,895 $276,337,702 49-511-5640-0, (Bermuda) Ltd
N

Stamford, Conn 06904-2350, Expense ratio 27.7% 288% fax 49-511-5604-188
203-328-5000

Combined ratio 108.7% 101 7%
Employees: 240

Treaty 960% 96 0%
Locations: One domestic, five for-

1991 1990
1991 1990

Facultative 40% 40% eign
Premiums wntten $1.77 billion $1 55 billion Netherlands Reinsurance

Premiums wntten $2 25 billion $2 15 billion Domestic 440% 43 0% Principal officers: Michael R
Premiums earned $1.75 billion $1 52 billion

Premiums earned $2.24 billion $2.10 billion Foreign 56.0% 57 0% Pinter, chairman/chief executive of- Group
Capital & surplus $3 91 billion $3 27 billion Capital & surplus $546,652,453 $553,268,070
After-tax net $656,700,000 $613,700,000 Founded: 1966

After-taxnet $40,198,770 $38,397,357 ficer, Donald R Smith, president/ Prof J H Bavincklaan 3, 1183 AT,

Losses $1 62 billion $1 45 billion Losses $1.41 billion $1 15 billion chief operating officer, George L Amstelveen, Netherlands,
Parent company: Haftpflichtver-

Loss ratio* 72 5% 68 2%
Loss ratio 806% 76 2% Messenger, Michel Y Beyens, execu- 31-20-643-4545,

Expenses $664,800,000 $665,700,000 band der Deutschen Industrie VaG, Expenses $473.511,636 $417,614,001 tive vps, F Paul D'Amore, senior vp/ fax 31-20-643-8318

Expense ratio* 29 7% 30896 Germany (HDI) Expense ratio 26.7% 27 0% chief financial officer

Combined ratio 102.2% 990% Subsidiaries: Insurance Corp of Combined ratio 107.3% 103 2%
1991** 1990•

Contact: James R Miller„ senior
Domestic 944% 94 9% Hannover (U S ), International In- Treaty 910% 97 0% Premiums wntten $998,277,980 $576,366,342

Foreign 56%
Facullative 30% 30% VP Prerruums earned $994,115,680 $562,649,696

51% surace Co of Hannover Ltd (U K),
Domestic 55.0% 55 0% Capital & surplus $201,631,080 $223,939,046

Foreign 45.6% 45 0% After-tax net $24,500,490 $14,742,394
Losses $919,272,340 $501,156,390
Loss ratio 924% 89 1%

Subsidiaries: Insurance Corp of Expenses $236,114,830 $165,619,130

S. h i,me, Hannover (U S ), International In- Expense ratio 237% 28 7%

surace Co of Hannover Ltd (U K), Combined ratio 1161% 117 8%

Reassurance Co of Hannover, (U S ), M Domestic 13 0% 20 0%

Hollandia Reinsurance Group, South
Foreign 870% 80 0%

SCHIRMER ENGINEERING CORPORATION Africa Figures for these subsidiaries * Fiscal year ended June 30, 1990
are not included above ** Fiscal year ended June 30, 1991

Full Service Fire Protection/Life Safety Engineering Employees: 461 Mercantile & General Includes figures for Victory Reinsur-
Locations: One domestic, 16 for- Reinsurance Co. P.L.C. ance Group acquired in fiscal 1991

• Underwriting & Loss Control Reports eign Moorfields House, Moorfields, Founded: 1968
Specialties: Financial risk and al-

London, England, 44-71-628-7070, Parent company: Nationale-Ne-
• Safety & Health Engineering ternative market concepts, profes- fax 44-71-588-4629 derlanden N V

• Building & Fire Code Consultation
sional liability, aviation, political Subsidiaries: NGR America Life
risks, accident and health, life 1991 1990

• Fire Suppression System Design Principal officers: Dr Michael Premiums wntten $1.58 billion $1 33 billion Reassurance Corp , NRG AntilleanCapital & surplus $470,920,000 $309,589,200 Reinsurance Co Ltd , Algemene Le-
• Fire & Security Alarm System Design

Reischel, chairman, Dieter Pfaffen-
After-tax net $32,810,000 $31,033,700 vensherverzekerlng Maatschappll

zeller, Udo Schubach, Dr Jurgen Losses $145 bilhon $126 bilhon NV, Vereenlgde Assurantlebedrl]-
• Litigation Support Services Brenzel, Dr Andreas-Peter Hecker, Loss ratio 916% 949% ven Netherland NV, NRG Victory

Winfrled Kruger, Dr Wolf Becke, Expenses $487.132,000 $412,224,750 Reinsurance Ltd , NRG Victory Man-
707 LAKE COOK ROAD board of management, Dtrk Loh- Expense ratio 30.9% 30 9%

agement Ltd , NRG America Man-
mann, Reinhard Elers, Jurgen Lang, Combined ratio 122.5% 125 8%

DEERFIELD, IL 60015-4997
agement Corp , NRG Victory Austra-

Dr Helmuth Reich, Hans-Dieter Domestic 26.5% 295%

Foreign 73 5% 70 5% ha Ltd, NRG Victory International
PHONE 708/272-8340 Rohlf, underwriting officers Ltd (Bermuda)

Contact: Dirk Lohmann, Reinhard Founded: 1907 Employees: 1,000

Dallas, TX - Los Angeles, CA - San Francisco, CA - Washington, DC Elers, Jurgen Lang, Hans-Dieter Parent company: Prudential Locations: One domestic, nine for-
Rohlf, Dr Helmuth Reich (life), Mr Corp PLC eign

Subsidiaries: The Mercantile & Principal officers: W K Dikland,
General Reinsurance Co of America, chairman, P Zandhuis, vice chair-
The Mercantile & General Life Reas- man,JW Beumer, C Waterhout,
surance Co of Amenca, The Mercan- corporate board members
tile & General Reinsurance Co of Contact: Otto de Bont, president-
Canada, The Mercantile & General NRG America Management Corp ,
Life Reassurance Co of Canada, The 215-567-7011RELIABLE From the Gulf of Mexico to the Indian Mercantile & General Reinsurance

Co of South Africa Ltd, The Mer
Ocean, your marine insurance company cantile & General Reinsurance Co of
should offer consistent, reliable service.

North American
Australia Ltd , The Mercantile & Reinsurance Corp.General Life Reassurance Co of Aus-

ERVICE
At Continental Underwriters, we built our tralia Ltd 237 Park Ave, New York, N Y

strong service reputation by fully meeting Employees: 1493 10017, 212-907-8040,

Locations: Four domestic, 23 for- fax 212-907-8728

the insurance needs of our clients, by antici-
eiEpn 1991 1990

pating complex and unusual risks, and by -

Principal officers: John Enges- Premiums wntten $798,676,632 $676,082,012
responding immediately to our clients' exact- trom, managing director, John Aus- Premiums earned $729,596,915 $682,157,493

Capital & surplus $723,560,675 $568,027,782
ing needs. tin, director-general business, Roger

Sansom, director-long-term busi-
After-tax net $59,897,516 $14,556,571
Losses $508,696,397 $504,980,080

1- i Continental Underwriters provides insur- ness, Richard Brewster, group fi- Loss ratio 69.7% 74 0%
nance director Expenses $289,222,295 $234,747,020

A./Al\#b ance coverage for any marine related risk, Contact: Paul Hawksworth, presl- Expense ratio 362% 34 7%

large or small, conventional or complex, dent/chief executive officer-The Combined ratio 105 9% 108 7%

Mercantile & General Reinsurance Treaty 884% 89 9%
foreign or domestic, for multi-national cor-

Co of America, 201-898-9480 Facultative 116% 10 1%

porations or small fishing fleets. Domestic 100 0% 100 0%

- T Founded: 1910• oday invest 15 minutes. Call the marine Munich Reinsurance Co. Parent company: Swiss Reinsur-
insurance specialists at Continental Under-

64,6.%* -0--IJ#-
P O 40-30-20, Koniginstrasse 107, ance Co

ev Underwriters, Ltd. D-8000 Munich 40, Germany, Subsidiaries: Western Atlantic
--

* 49-89-3891-0, fax 49-89-3990-56 Reinsurance Corp

-: 3%5»3- -:* Continental @G *C 1991* 1990*

Premiums written $6 72 billion $7 21 billion

Employees: 502
Locations: 10 domestic

Premiums earned $6.77 billion $7.14 billion Principal officers: N David
&*.tp:f= 2 +0.-1%31-- A :glm Underwriters,*Lt,L Capital & surplus $180 billion $2 01 billion Thompson, president/chairman, Dar-

-:-42>4E4'1:iffiri'*
After-tax net $51,426,173 $106,321,479 nus G Baker, executive vp-faculta-
Losses $5 41 billion $5 52 billion tive Charles E Mabli, executive vp-

39 Correspondent, Lloyd's of London Loss ratio 79 996 77 3% finance, James P Quinn, executive

(504) 898-5300 Fax: (504) 898-5324
Expenses $2 12 billion $2 25 billion

vp-special lines, John D Shuck, ex-
Expense ratio 316% 31 3%/
Combined ratio 111.5% 1086% ecutive vp-corporate planning, Wil-

Domestic 55.0% 580% ham H Stempson, executive vp-
Foreign 450% 45 0% treaty

Contact: James P Slattery, senior
* Fiscal years ended June 30, 1991, vp/controller-North American Rein-

June 30, 1990 surance Corp , 212-907-8283
Founded: 1880 Continued on page 62



Unlike most HPR insurers,
wedortt keepour clients ata distance.

At Commerce & Industry, we ' . I I

pride ourselves on personalized, one-on-one ni./

service for medium-sized businesses. Through our ,

<'wil network of 14 offices, we're able to get Closer to you to better 4

..06 3. understand your needs and the risks you face.
3:.

With the flexibility to combine HPR and non-HPR property into one 4$ . il
U. policy, we specialize in customizing highly protected risk coverages with:11

f limits of up to $200 million per location. As a member company of " .
..3 American International Group, one of the few insurance organiza-

- --<'""'Ii,K "4 tions to have earned the highest ratings from the major rating

.: " r agencies, C&I has been underwriting HPR business since 1881.
s:»_:rd,j A- For more information on our HPR programs, contact

»,4 - Joe Palumbo at(212)770-5340. After all, when it comes «.-

- ... „-.-25 3-w.;,46 1- to improving the quality of your asset protection, ·i»

• 4- ' "• we're more than approachable.

AIG World leaders in insurance and finandal sees.
Commerce & Industry Insurance Company

A member company of American International Group, Inc.

Please check the actual policy for full details of the coferage. Coverages and/or services may not)e available in all states. Coverages subject to underwriting.
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Spotlight report
Continued from page 60 1991 1990 F Dowd, president-Skandia America Ltd (U K ), Toa-Re Management Co Losses $460,364,957 $341,394,417

Premiums written $160 billion $1 64 bilhon Group, Marie-Louise Wenander, chief Ltd (Hong Kong), Toa-Re Insurance Co Loss ratio 87 0% 87 0%

P
Premiums earned $1 52 billion $1 58 billion operating officer/reinsurance Europe of America Figures for these subsi- Expenses $163,170,921 $124,592,548
Capital & surplus $861,582,150 $867,370,900 and overseas dianes are not included above Expense ratio 262% 269%
After-tax net $27,799,200 $40,863,680

Contact: J Bensmger, president/chief Combined ratio 113 2% 1139%
Losses $1 26 billion $1.23 billion

Locations: One domestic, three for-
operatmg offtcer-Skandia Amenca Rem- Treaty 960% 95 4%

Loss ratio 83.2% 77 9% eign
Prudential Reinsurance Co. Facultative 39% 46%

Expenses $508,686,750 $529,852,620 surance Corp, 212-978-4700 Principal officers: S Kusakabe, Domestic 74.9% 73 2%

3 Gateway Center, Newark, N J Expense ratio 31.9% 32 3% president, T Nakatsukasa, K Furuta, Foreign 251% 268%
07102-4077, 201-802-8888, Combined ratio 115 1% 110 2% senior managing directors, K Mon, H
fax 201-802-4793 Domestic 260% 27 8% * Fiscal years ended Dec 31, 1990, Dec 31

Foreign 740% 72 j Societe Anonyme Francaise Fulita, managing directors 1989

1991 1990 de Reassurances The Tokio Marine & Fire Founded: 1922
Premiums written $776,109,000 $600,814,000 Founded: 1970

Subsidiaries: Unione Italiana Rein-
Premiums earned $764,947.000 $572,292,000 Subsidiaries: SCOR US, Deutsche 1531 Rue de Courcelles, 75817 Insurance Co. Ltd.
Capital & surplus $590,284.000 $508,956,000 Kontinentale, SCOR U K Re, SCOR Paris Cedex 17, France, surance Co of America Inc, Unione

2-1, Marunouchi 1-Chome,
After-tax net $97,417,000 $25,897,000 Pacific, SCOR Re Cy of Canada, SCOR 331-44-01-1717, Itahana (U K ) Remsurance Co Ltd, La
Losses $600,287,000 $512,022,000 fax 331-44-01-1780 Chiyoda-ku, Tokyo, 100 Japan,

Re Austraha, SCOR Reassurance, SCOR
Consorziale-Societa Italiana di Riassi-

81-3-3212-6211,Loss ratio 78.5% 89 5% curazione, figures from these subsi-
Vie, La Vittona Riassicurazioni Milan 1991 1990

Expenses $259,022.000 $218,497,000 fax 81-3-3214-3944 or diarles are not included above
Expense ratio 334% 36 4% Employees: 1,076 Premiums written $596,510,987 $306,328,487 81-3-3214-3984
Combined ratio 1119% 125 9% Locations: One domestic, seven for- Premiums earned $586,688,216 $293,535,798 Employees: 436

Treaty 91 3% 86 8% eign Capital & surplus $607,247,076 $445,297,218 1991* 1990* lacations: Two domestic, 10 foreign
After-tax net $25,367,156 $24,941,186 Premiums wntten $943,011,072 $936,283,884 Principal officers: Marlo Luzzatto,

Facultative 87% 133% Principal officers: Patrick Peugeot,
Losses $492.202,597 $233,407,053 Capital & surplus $13 8 billion $1697 billion chalrman Eugento Coppola di Canzano,Domestic 77 5% 77 8% F Negner, J Blondeau Loss ratio 839% 795% Domestic 70.4% 72 4%

Foreign 225% 222% Lorenzo Pallesi, deputy chairmen, Ar-
Contact: Jerome Karter, executive Expenses $198,290,921 $107,190,344 Foreign 296% 27 6%

rigo Bianchi di Lavagna, managing
Founded: 1973 vp-SCOR US, 212-513-1777 Expense ratio 33.2% 350%

director, Luciano Cristallint, general
Parent company: The Prudential Combined ratio 117 1% 114 5% * Fiscal years ended March 31, 1992, March

Insurance Co of America SCOR U.S. Corp. Treaty 986% 98 8% 31, 1991 manager, Gianfranco De Giusti, Joint
Facultative 14% 12% Founded: 1879 general manager, Ernesto Frey, deputy

Subsidiaries: La Rocher Reinsur-
110 William St, 18th Floor, New Domestic 384% 346% Subsidiaries: Tokto Remsurance Co general manager

ance Ltd
York, NY 10038, 212-978-8200, Foreign 616% 65 4% Ltd (Zunch) figures for this subsidiary Contact: SUMMA RE Inc, Manhas-

Locations: Eight domestic, four fax 212-406-9296 set, NY, 516-365-1127
foreign

are not Included above
Founded: 1884

1991 1990 Principal officers: H Takeda, chair-Principal officers: James E
Premiums wntten $172,586,000 $179,409,000 Parent company: Assurances Gen- man, S Kono, president, H Kubota, H

Dwane, president, Dewey P Clark, Premiums earned $172697000 $176,640,000 erales de France Group, Swiss Re Ohashi, S Horichi, executive vps
Thomas J Gallagher, Jean F Webb, Capital & surplus $224,327,000 $207,598,000 Group, Preservatnce-Fonciere Group Contact: Masayoshi Saito, Tolno Resenior vps, Craig Eisenacher, senior After-tax net $30,691,000 $26,885,000 Subsidiaries: SAFR Remsurance

W
Corp, 212-422-8400

vp/comptroller Losses $113,137,000 $116,551,000 of the US
Contact: Robert G Murray, vp- Loss ratio 65.5% 66 0%

Winterlhur Reinsurance
Employees: 219 Transatlantic Holdings Inc.

public relations, 201-802-2083 Expenses $63,930,000 $65,549,000 Corp. of AmericaImations: One domestic, two foreign
Expense ratio 37 0% 36 5% 80 Pine St,7th Floor, New York,

Principal officers: Jacques Bour- 2 World Financial Center, 225
Combined ratio 102 5% 102 5% N Y 10005, 212-770-2000;

R
Treaty 77.4% 757% troumieux, chairman/chief executive fax 212-742-9457 or 212-785-1749

Liberty St, New York, N Y 10281,
Facultative 226% 243% officer, Herve Cachln, general manager, 212-416-5700, fax 212-524-6839
Domestic 100 0% 100 0% Daniel Herouard, Jean-Lue Barbe and 1991 1990

1991 1990
Premiums written $483,859,451 $483,623,378

Founded:1974 Phibppe Coignard, deputy general man-
Premiums earned $497,420,708 $471,935,993

Premiums written $205,420,117 $172,727,234

Reinsurance Institute Parent company: SCOR S A agers Capital & surplus $414,462,909 $339,690,965
Premiums earned $193,422,931 $139,919,884

of Brazil Contact: Jean-Pierre Flllebeen, 212- Capital & surplus $178,208,326 $156,310,833Subsidiaries: SCOR Reinsurance After-tax net $64.803.739 $59,651,923
422-0380 After-tax net $14,902,633 $4,527,457

Av Marechal Camara, 171, Rio de Co, The Unity Fire and General In- Losses $404,764,136 $376,597,757
Losses $144,924,856 $98,988,737

Janeiro/RJ/Brazil-20 023 900, surance Co, General Security Assur- Loss ratio 814% 79 8%
Loss ratio 749% 70 7%

Expenses $125,817,172 $124,876,826
55-21-297-1212, ance Corp of New York, California Re- Expenses $67,211,397 $59,894,131

Expense ratio 26.0% 25 8%
fax 55-21-240-3923 insurance Management Corp Swiss Re Group Expense ratio 327% 34 7%

Combined ratio 107.4% 105 6%

Employees: 193 Combined ratio 10769/ 105 4%
1991 1990 P O Box 1, Mythenquat 50/60, Treaty 74.6% 74 3%

kcations: Five domestic, one foreign Treaty 970% 97 0%
Premiums written $306,901,000 $358,592,000 Zurich, Switzerland, 41 1-285-2121, Facultative 25.4% 257%

Facultative 30% 30%

Capital & surplus $358,688,000 $246,320,000 Principal officers: Patrick Peugeot, fax 411 -285-2999 Domestic 89.0% 890%
Domestic 100% 100%

After-tax net $431,618,000 $527,430,000 director/chairman/chlef executive offt- Foreign 11.0% 110%
1991 1990

Losses $132,750,000 $150,829,000 cer, Jacques P Blondeau, director/vice
Premiums wntten $575 billion $4 82 billion

Founded: 1952 Founded: 1936
1Ass ratio 43.0% 420% chairman/president/chief operatmg of- Premiums earned $5 72 billion $4 76 billion Parent company: American Inter- Parent company: Wmterthur U S
Expenses $186.986,000 $390,381,000 flcer, Francois Negrier, director/vice capital & surplus $2.21 billion $1 81 billion national Group IncExpense ratio 610% 109 0% Holdings

chairman, Jerome Karter, director/ex- After-tax net $169,474,600 $179,634,500
Combined ratio 104 0% 151 0%

Subsidiaries: Transatlantic Remsur- Employees: 60
ecutive vp, William K Lowry, senior Losses $462 billion $3 57 billion ance Co, Putnam Remsurance CoDomestic 95.0% 950% Locations: One domestic

Foreign 50% 50% vp/chief fmancial officer Expenses $1 37 billion $1 25 billion Employees: 235
Domestic 6.8% 62%

Specialties: Property/casualty rem-
Contact: Jerome Karter, 212-978- Locations: Ftve domestic, four for- surance

Founded: 1939 8215 Foreign 932% 93 8%
eign Principal officers: John G Bidwell,

Parent company: Instituto Nacional Founded: 1863 Specialties: All property and ca- president/chlef executive ofhcer, Robert
de Segundade Social (5096) and Insur- Skandia America

Subsidiaries: Swiss Reinsurance Co, sualty risks, mcludmg professional ha- C Wood, senior vp/chief operatmg ofh-
ance Cos, Brazil (50%) Reinsurance Corp. Atlantic International Remsurance Co bility, environmental impairment habll- cer, Vmcent T Assennato, senior vp/chief

Subsidiaries: United Americas In- 1 Liberty Plaza, New York, N Y Ltd, Austrahan Reinsurance Co Ltd, ity, medical malpractice, directors and fmancial officer, James H Veghte, seruor
surance Co, figures from this subsid- 10006, 212-978-4700, Bavanan Remsurance Co Ltd, Cana- officers liability, non-standard auto, vp, Michael C Skay, vp/secretary
iary are not included above fax 212-385-2124 dian Reassurance Co, Canadian Rein-

aviation and marine lines and finite Contact: Denis O'Connor, assistant
Employees: 1,450 risk

1991 1990 surance Co, Englewood Reinsurance vp/treasurer, 212-416-5818
Locations: Six domestic, one foreign Premiums wntten $404,383,000 $414,126,000 Co Ltd , European General Remsur- Principal officers: M R Greenberg,
Principal officers: Jose Americo Premiums earned $396,890,000 $391,205,000 ance Co of Zunch, European Intema- chairman, Joseph V Taranto, president, Winterthur SWiSS

Peon de Sa, president, Ivan Mota Capital & surplus $353.011,000 $311,610,000 tional Reinsurance Co Ltd, North Richard M Green, semor vp/controller, Insurance Co.
Dantas, director-operations, Gerardo After-tax net $21,534,000 $5,980,000 American International Remsurance Co Andrew A Barnard, Robert F Orllch, 40 General Guisan-Strasse.
Cavalcanti Prata, director-administra- usses $304,926,000 $314,169,000 Ltd, North Amencan Reassurance Co, James D Yulga, sentor vps, Robert V CH-8401 Winterthur, Switzerland,
tion and finances, Carlos Eduardo F Loss ratio 76.8% 803%

North American Reinsurance Corp, Mucci, senior vp/actuary, David W 52-261-1111,fax 52-261-5815
Veloso and Maria de Lourdes R Expenses $137,365,000 $123,601,000

Expense ratio 340% 29 8% Swiss-Am Reassurance Co, Swiss Rem. Smith, vp/general counsel, Louis Cur-
Lourenco, supermtendents

1991 1990
ren, vpCombined ratio 110.8% 110 1% surance Co (U K ) Ltd, Swiss-South Premiums vmtten $869,896,000 $854,429,400

Contact: Roberto Chiavegatto, presi- Treaty 810% 79 0% African Reinsurance Co Ltd, Union Contact: David W Smith, 212-770-
Premiums earned $724,151,560 NA

dent-United Americas Insurance Co, Facultative 190% 2162
21 0% Remsurance Co , Western Atlantic Re- Capital & surplus $3 12 billion $2 87 billion

212-514-7400
Founded: 1900 msurance Corp

Employees: 3,273 Founded: 1875
Parent company: Skandia Group

Locations: One domestic, all foreign

S
Insurance Co Ltd

countrlesSubsidiaries: Skandia Interna- U
Subsidiaries: Wmterthur Reinsur-

ance Corp of Amenca, Wmterthur Life

Specialties: All non-life and life Re Insurance, Norwich Winterthur Re
tional Insurance Corp, figures for

hnes of busmess Employees: 348this subsidiary are not included
above Principal omcers: Arnold W Saxer, Union Re Specialties: Aviation, surety, finan-

St. Paul Re
Employees: 414 chief executive officer, Ernesto Jutzi, Genferstrasse 27, CH-8027, Zurich, cial guarantee, energy, marine engl-

195 Broadway, New York, N Y Specialties: All non-life reinsur- Hans Rudolf Kaufmann, Theo Obrist, Switzerland, 411-209-9111, neermg, agricultural reinsurance
10007, 212-238-9200, ance and Werner G Seiferti, general manag- fax 411-201-1895 Principal officers: Willl E Schurpf,
fax 212-619-4092 ers general manager-relnsurance interna-

Principal officers: James F 1991 1990

1991 1990 Contact: N David Thompson, pres- Premiums wntten $450,945,240 $370,017,360 tlonal dwlsion, Andreas Iselm, manager-
Dowd, chairman/chief executive offi-

Premiums written $446,600,000 $404,900,000 cer Steven J Bensinger, president/ ident/chief executive officer-North premiums earned $413,053,160 $376,058,780 specialty lines, Dr Ulnch Thalmann,
Amencan Reinsurance Corp, 212-907- Capital & surplus $101,733,600 $106,862,520 maln bnes, Bruno Meyenhofer, manager-Premiums earned $440,800,000 $389.600,000 chief operating officer

Losses $442,400,000 $381,800,000 8040 After-tax net $2,653,920 $2,510,720 group nsk management, John Bidwell,Contact: Steven J Bensinger, 212-
Loss ratio 100 4% 98 0% Losses $324,957,760 $316,899,940 president-Winterthur Reinsurance
Expenses $137,400,000 $132,800,000

978-2715 Loss ratio 78.7% 843% Contact: John Bidwell, 212-416-5710
Expense ratio 30.8% 32 8%

Skandia Group
Expenses $149,651,600 $127,968,260

Combined ratio 131 2% 130 8% Expense ratio 33.2% 34 6%

Treaty 86.4% 82 5% P O Box 7693, S-103 95 T Combined ratio 1119% 118 9%

Facultative 13 6% 17 5% Stockholm, Sweden; Treaty 956% 95 5%

Domestic 586% 593% Facultative 44% 45%
46-8-788-4500, fax 46-8-21-9117

Foreign 41.4% 407% Domestic 11.0% 12 0%
Y

1991* 1990* Foreign 89.0% 880%

Founded: 1934 Premiumswritten $1.36 billion $135 billion The Toa Fire & Marine The Yasuda Fire & Marine
Premiums earned $1 31 billion $1 20 billion

Founded: 1923
Parent company: St Paul Cos Inc Reinsurance Co. Ltd. Parent company: Swiss Reinsurance

Insurance Co. Ltd.

Employees: 333
Capital & surplus $1.12 billion $1 18 billion
Losses $1.14 billion $977,072,519 6, Kanda-Surugadai 3-Chome, CO 26-1, Nish,-Shinjuku 1 -Chome,

Locations: Two domestic, one for- Loss ratio 865% 81 2% Ch,yoda-ku, Tokyo 101, Japan, Employees: 174 Shinjuku-ku, Tokyo 160, Japan,
Expenses $484,402,851 $449,016,653 81-33-3253-3171, Ikcations: One domestic, one foreign 81-3-3349-3111,

Specialties: Domestic and mterna- Expense ratio 355% 33 3% fax 81-33-3257-1448 Principal officers: Rene Theler, fax 81-3-3348-6228 or

tional, treaty and facultative, property, Combined ratio 122.096 114 5%
1991* 1990* chairman, Arnold W Saxer, vice-chair- 81-3-3348-6229

casualty, ocean marme, accident and Premiums wntten $651,446,460 $515,730,390 man, Peter C Colombo, president, Hans 1992* 1991*
health treaty * Includes property and casualty only

Founded: 1855 Capital & surplus $157,582,276 $124,871,355 Hasler, Mario Kochli, Fulco Lock, Premiums wntten $634,164,091 $651,391,905
Principal officers: James P White, After-tax net $18,090,368 $9,032,709 Walter J Wickli, executive vps Capital & surplus $1 70 billion $1 55 billion

president/chief executive officer, Parent company: Skandia Group Losses** $434,125,896 $312,333,252

Vartkis Boghos, chief executive officer-
Insurance Co Ltd Loss ratio 666% 60 6% * Fiscal years ended March 31, 1992, March

St Paul Re U K Subsidiaries: Skandia America Re- Expenses $233,242,664 $188,087,676
Unione Italiana di

31, 1991

Contact: James P White, 212-238_ msurance Corp, Skandia Canada Re- Expense ratio 35.8% 365% Riassicurazione S.PA Founded: 1887

msurance Co, Skandia (U K) Insurance Combined ratio 1024% 971%
9205 Via dei Giuoch, Istmic, 40, Rome, Employees: 11,444

Ltd, Skandia Reassurance (U K) Ltd, Italy 00194, 39-6-32393-1, Locations: 542 domestic, 34 foreign
* Fiscal years ended March 31, 1992, March

SCOR S.A. Hudson Reinsurance Co Ltd (Ber-
31,1991 fax 39-6-3273398 or 39-6-3294655 Principal officers: Yasuo Goto, presi-

Immeuble SCOR, Cedex 39 - 92074
muda) " Isses and loss adjusting expenses are equn,- 1990* 1989*

Employees: 850
dent, Senchlro Sugmala, Kunihiko Sasa-
moto, Takluna Yamasala, executive vpsalent to net claims paid Loss ratio is computed Premiums written $623,082,468 $462,670,226Pans la Defense, France, Iikations: One domestic, 20 foreign from premiums wntten. Premiums earned $529,155,552 $392,368,763 Contact: Shinya Shimohira, general

331-46-98-7000, Principal officers: Hakan Lmdkvist, Founded: 1940 Capital & surplus $284,662,699 $177,517,453 manager-North America/president-
fax 331-47-67-0449 president-Skandia International, James Subsidiaries: Toa-Re Insurance Co After-tax net $5,349.532 $58,438 Yasuda America, 212-416-1200
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Norway to administer UNI Sto rebrand
By MARIA KIELMAS three existing operational subsi- international operating subsi- ing companies and subsidiaries- in Norway, the largest investor

diaries UNI Storebrand Livsfor- diaries, UNI Storebrand Skade- in contravention of the regula- in the domestic stock market and
OSLO, Norway-The attempt sikring AS, UNI Storebrand forsikring A/S and UNI Store- tions-was part of a wider con- the only independently operating

by UNI Storebrand A/S to take Skadeforsikring A S and UNI brand International A/S flict between the company and Norwegian financial institution
over Sweden's Skandia Holding Storebrand International A/S According to the board, this the government over how the with a substantial international
A B has finally bankrupted the The new holding company will asset disposition would generate company should be bailed out operation
Norwegian insurer and plunged be 100% owned by the original about 1 billion Norwegian krone Mike Wheelhouse, insurance At the outset of the raid on

the country's tottering financial holding company but will not in- ($180 million), of which the analyst at London stock bro- Skandia in November 1991, a
sector further into crisis herit its liabilities to creditors Skandia stake would account for kerage Hoare Govett Ltd , com- UNI Storebrand executive told

The Norwegian Finance Min- Protracted talks with the Fi- between 500 and 600 million mented that UNI Storebrand's Buszness Insurance that the in-
istry took the holding company, nance Ministry to avert the h- krone ($90 3 million and $108 3 board may have proposed the surer would have enough re-
UNI Storebrand A/S, under offi- quidity crisis came to naught million) asset disposal as a message to the sources for the acquisition be-
cial administration Aug 25 after after the Norwegian government But such a transfer of assets government that it eventually cause, "We have oil "
the insurer notified the country's refused to bail out the insurer between units of an insurance would have to rescue the insurer Former UNI Storebrand Presi-
insurance regulator, Kreditil- UNI Storebrand's board of company is contrary to Norway's Last year, the Norwegian gov- dent and Chief Executive Officer
synet, that it would default on directors had earlier proposed insurance regulations and was ernment was forced to rescue Erik Langanen, who resigned
659 million krone ($119 million) that the crisis could be avoided if rejected Aug 24 by regulators several banks, largely using last month under pressure from
of outstanding loans the holding company could raise Insurance and stock market funds generated by the state oil shareholders, was also a chair-

A new holding company will cash by transferring some assets, analysts have speculated that company, Statoil The banking man of Statoil (BI, Aug 3)
be established, UNI Storebrand including part of its 283% stake UNI Storebrand's attempt to collapse left UNI Storebrand as But the Finance Ministry says
New AS, which will encompass in Skandia, to ltS non-life and transfer assets between the hold- the largest financial institution Continued on next page
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By GAVIN SOUTER ness is changing," he said

For example, many individual ¢1- -' Site ot shipwreck
LONDON-Closer links be- risks now are placed partially in

,

tween non-marine and marine the non-marine market and par- ,
insurers may one day lead to a tially in the marine market r•k .4/
unified company market in Lon- "Some people might say that this F /V

S

don-but not anytime soon, mar- means we should integrate the
ket chairmen agree markets more," he said
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And a single building for the The underwriting philosophy AP/Wide World Photo Area of detail '-s.·I_-
entire London market, that between the London company Survivors from the sunken ocean liner Royal Pacific disembark from
would also include Lloyd's of marine and non-marine markets one of several rescue vessels that brought them to Singapore.

GRAPHIC BY JOHN HALL

London, also is some years down is also similar, Mr Evans said
the line, they say "The underwriting culture of

Insurance company executives' LIRMA companies and the ILU Liner sinks off Malaysiaviews differ on the prospects for comes from Lloyd's we look
a single company market in Lon- hard for solutions to under-
don writing problems," he said Trawler that hit ship lacks liability cover and has disappearedPhilip Evans, chairman of the ILU Chairman Peter Evans

London Insurance & Reinsurance disagrees By GAVIN SOUTER Most of the passengers were losses, said Mr Katsamas
Market Assn, warms to the idea "In the ILU, our approach to from Singapore, but Europeans, "The lawyers for the owners
of having one building for ma- underwriting is far more flexi- PORT DICKSON, Malaysia- Americans and Japanese also have told us that there was no
rine and non-marine companies, ble," he said The sunken cruise liner Royal were on board, Mr Katsamas coverage for liability losses," he
but he lS cooler to proposals to Non-marine company un- Pacific will cost London insurers said said

merge LIRMA with the Institute derwriters in London underwrite $51 million in hull and ma- The Royal Pacific is owned by The trawler lS owned by Yuan
of London Underwriters a large amount of direct and re- chinery claims plus still undeter- Anchor of the Seas Ltd in Wen Fishery Co Ltd in Kao-

"It would in many ways be a insurance coverage for British mined liability losses Athens but is registered in the shiung, Taiwan
good thing if we had one build- companies Traditionally, this Mystery st 111 surrounds the Bahamas The extent of liability losses-
ing, because brokers would pre- type of business rigidly adheres circumstances of the ship's sink- The Royal Pacific's hull and like the cause of the accident-is
fer it and it would reduce costs," to established policy conditions, ing in the Strait of Malacca 12 machinery as well as its hability still unknown, Mr Katsamas
Mr Evans said said Peter Evans miles from Port Dickson, Malay- coverage was placed in the Lon- said

Currently, the 99 marine insur- Marine underwriters are more sia, because the Taiwanese fish- don market by Sedgwick Group "The Royal Pacific tried to
ance companies in the ILU are closely associated with Lloyd's mg trawler that rammed 1ntO the PLC contact the trawler by radio and
housed in their own building where underwriters take a more Royal Pacific has high-tailed it The hull and machinery cover- flash lights before it hit, but it
near Lloyd's in the London fi- flexible approach, he added out of Malaysian waters age is led in the Lloyd's mar- did not receive a response," he
nancial district One issue on which ILU and However, lawyers for the ket by Peter Christmas, un- said

An d the 130 members of LIRMA have held talks for the trawler's owners have stated that derwriter for syndicate 17, which The trawler may have had a
LIRMA are spread out in sepa- past year is merging their policy it does not have any liability in- is managed by Stewart & Hugh- broken rudder, Mr Katsamas
rate buildings throughout the fi- signing and accounting bureaus surance man Ltd The coverage is led in said "Some of the passengers
nancial district However, many A Joint committee of the two The Royal Pacific sank on Aug the company market by Com- that were picked up by the
of them will move into the Lon- bodies has been set up to further 23 shortly after the fishing mercial Union 4ssurance Co trawler overheard some of ltS
don Underwriting Center which investigate the proposal with trawler Terfu 51 ran into its port PLC crew talking about the rudder
is due to open in September consultants KPMG Peat Mar- side The loss lS not expected to being stuck," he said
1993 wick The 13,000-ton cruise liner was have any affect on marine rates However, the trawler left Ma-

The LUC, which is also near "I think both sides agree that returning to Singapore after a in the London market laysian waters under the cover of
Lloyd's, was slated to open last lt could be achieved, and that two-day cruise with approxi- "It has not come at a very good night after it put the passengers
March before it was severely da- there lS a strong case for lt," mately 356 passengers and 179 time, with losses from Hurricane onshore, so the Malaysian auth-
maged by fire in August 1991 said LIRMA's Philip Evans crew on board, according to the Andrew about to come in, but in orities have not been able to
(BI, Aug 12,1991) When the However, there are no signs lmer's shipping agent in London itself the Royal Pacific won't question the trawler's crew, Mr
LUC finally opens, there would that the relationship between the Two people were killed and have any real affect," said Chris- Katsamas said
be sufficient room to house both ILU and LIRMA will get any seven were still missing last topher Knowles, underwriter for The Terfu 51 was reported
marine and non-marine un- closer than that, he said week, the agent said late last Indemnity Marine Insurance Co sighted in the South China Sea
derwriters, said Mr Evans "Someday in the future it may week Ltd , a unit of CU Indemnity last week heading for Taiwan

About 50 companies in London be a good thing to merge the two Cargo ships in the area picked is the second company on the The location of the sunken
already are members of both the bodies, and the need to reduce up survivors and took them to slip liner also is unknown
ILU and LIRMA, he estimated costs may encourage us to do shore The Royal Pacific's liability "The Indonesian and Malay-

Still, traditionalists in the that, but we are not even discus- Seventy people were iniured, coverage is written by The man authorities are looking for
market want to preserve the sta- sing it yet," Philip Evans said but all have been discharged Steamship Mutual Underwriting the wreck, and we have char-
tus quo, Mr Evans said "People The differences between the from the hospital, said Charo- Assn Ltd, a protection and in- tered an aircraft to look But
rightly take great pride in the two bodies would make a merger lambos Katsamas, a director of demnity club in London until we find it, we will not know
tradition of the London market, difficult, according to Peter shipping agent Internav in Lon- The Terfu 51 was only insured whether we can salvage it," Mr
but the way in which we do bum- Continued on next page don for hull losses, not liability Katsamas said
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UNI Storebrand month (BI, Aug 17), issued a The spokeswoman would not brand's partner m the failed bid
statement saying that the opera- Life, non-life and give an amount for the credit fa- for Skandia-last week an-

Continued from preu:ous page tions of the company's life, non- cility or comment on speculation nounced that lt had split intc
that the crisis in UNI Storebrand life and international subsi- international circulating in the insurance and two companies after trading in
differs from the Norwegian diaries would not be affected by subsidiaries will not equity markets that it would be 1 ltS stock was suspended Haf-
banking crisis of last year Be- the holding company's financial billion Norwegian krone ($180 nia's insurance units will con-
cause UNI Storebrand's prob- situation be affected, million) tinue to pay claims However, the
tems can be isolated in the old The company then appealed to Mr. Eckhoff says. However, even this would be parent has stopped debt pay-
holding company and the the Finance Ministry, which also insufficient to rescue UNI Store- ments

operating subsidiaries are solid, rejected the proposal and placed brand in the long term, accord- Standard & Poor's lowered
there is no reason for the state to UNI Storebrand under adminis- ing to Hoare Govett's Mr Wheel- Hafnia's claims-paying ability
rescue the old holding company, tration ing at 62 Swedish krona per house He calculates that in rating to BB from BBB (BI, Aug
the Finance Ministry says A Finance Ministry spokeswo- share ($1210 at current ex- order to survive, UNI Storebrand 24)

After the insurance group pro- man said that the creditors of the change rates) on the day of would need financing totaling 3 In addition, Moody's Investors
posed the transfer of assets, the old insurance holding company Storebrand's share suspension, billion Norwegian krone ($540 Service last week downgraded
Finance Ministry issued a state- will have to find a solution down from 220 Swedish krona million) under most countries' the short-term debt rating of
ment at midnight Aug 24 stress- among themselves The share- per share ($39 75 at appropriate solvency rules, and 4 billion UNI Storebrand A/S to Not
ing that UNI Storebrand's board holders will receive dividends exchange rate) at the time they krone ($720 million) under Nor- Prime from Prime - 3
knew that an asset disposal was from the new holding company, were acquired in November wegian solvency rules Insurance Solvency Interna-
contrary to insurance regula- as long as the dividends do not 1991 That gives a total book loss Analysts are now suggesting tional, a subsidiary of Standard
tions hurt policyholders' interests, she to UNI Storebrand on its Skan- that the holding company's sub- & Poor'S, is standing by ltS "U"

The following morning, UNI said dia acquisition of about 3 6 sidiaries could be sold classification of UNI Storebrand
Storebrand requested Norwegian The problems in the old UNI billion Swedish krona ($700 mil- But this could be a problem International A/S and UNI
stock market authorities to sus- Storebrand holdmg company are lion), according to Mr Wheel- politically, because UNI Store- Storebrand Skadeforsikring A/S
pend dealing in its shares and clearly connected with the fall m house brand controls close to 50% of That designation means that the
bonds value of the Skandia shares it The Norwegian Central Bank, the Norwegian insurance mar- agency believes that the events of

UNI Storebrand Chairman held, the Finance Ministry state- Norges Bank, has agreed to make ket the past year make lt impossible
Anders Eckhoff, who was named ment said a line of credit available to UNI Meanwhile, Hafnia Holdings to assign a claims-paying ability
to his post only earlier this The Skandia shares were trad- Storebrand when it is necessary A/S-which was UNI S tore- rating to the insurers

Merging London markets
Continued from prevtous page plines as well, in a way that world," he said chairman added would have to pass an under-
Evans of the ILU would be to the detriment of the In the even longer term, all of Meanwhile, the huge losses writing exam before he would be

"If we were to consider merg- whole market," the ILU execu- the units of the London market suffered by marine insurers in allowed to underwrite at the
ing, I would have to consider the tive said might be housed in one building, 1988, 1989 and 1990 have ILU, he said
benefits of lt, and I am hard However, the ILU iS investi- he said prompted the ILU to investigate Current courses run by th€
pushed to see any," Peter Evans gating the feasibility of sharing "It won't happen soon, but in establishing an underwriting Chartered Insurance Institute
said the same building as the non- the long term, if it helps increase qualification for company ma- give a good theoretical back-

Brokers would derive little marine market the influence of London, we may rine underwriters, Peter Evans ground to marine underwritinE
benefit from a merger of the two "It would have to be shown to need to consider lt," Peter Evans said but provide insufficient practica]
underwriting groups because be cost-effective if we were going said "It has become clear that a guidance, the ILU executive
they already divide their person- to do it," Peter Evans said However, Lloyd's of London contributing factor to the losses said
nel into marine and non-marine "But I would not rule it out needs to implement all of its pro- was the inexperience of some un- Peter Evans said he aims to in-

divisions, he added And if it would help us reduce posed changes (see related story, derwriters," he said troduce the underwnting quali-
5 5

If we merged, we might end costs, that would help London page 3) before such a move could Once the qualification lS eS- fication before his term as chair-
up merging the individual disci- reassert its authority on the even be considered, the ILU tablished, a company employee man of the ILU ends in 1994 I
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1 r Torkers compensation examme several key problem states and Brs directories make it easy for Workers Compensation

demands the attention of the development and progress of reform corporate insurance buyers to find Directory: Safety Consultants &
corporate decision makers efforts In those states discuss how the right people for the job. BI's Rehabilitation Services

who are looking for ways to fix a system employers are applying health care cost annual Directories of Safety Consultants Issue: September 28
m dire need of repair That's why you management tools - especially managed and Rehabilitation Services are designed Ad Closing: September 15
should place your message in the pages care - to reduce soaring workers to give a helping hand in finding the
of BIP September 28 Spotlight Report compensation costs ... examine the rise personnel, resources and services needed
on Workers Compensation. in occupational disease claims . outtme to build a solid framework for workers

the simple loss control steps employers compensation programs
Business

Only Business Insurance has the
can take to reduce employee inUrles

editorial strength to get the job done. With what BI is constructmg, this issue Insurance.
and, evaluate the problems that

With timely, comprehensive reportlng, will attracrthe executives you want to Coverage Guaranteed
employers face when trymg to provide

BI will.. report on what employers, reach. So reserve your space in Businessvocational rehabilltation services to New York: 212/210-0228 • Fax 212/210-0704

insurers, labor, regulators, attorneys and Inmrance today, and build the awareness Chicago: 312/649-5276 • Fax 312/280-3189injured employees.
others are dolng to reform the system . your message deserves. Los Angeles: 213/651-3710 • Fax 213/655-8157
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The highest-paid CEOs among leading commercial insurers/reinsurers
1991 total 1991

Rank 1991 cash 1990 cash % change Market valuei revenues % change net income % change
9 2 CEO/age Company compensation compensation from 1990 of shares held (In millions) from 1990 (In millions) from 1990

1 13 Saul P Steinberg, 52 Reliance Group Holdings Inc $6,035,000 $6,314,000 (44) $201,885,215 $3,391 9 (73) ($145 6) NM

2 3 Maurice R Greenberg, 66 American International Group Inc 1,950,000 1,750,000 114 441,268,035 16,884 0 75 1,553 0 77

3 10 Harold S Hook, 60 American General Corp 1,766,347 1,335,840 32 2 8,629,290 4,395 0 (09) 480 0 (150)

4 5 Edward J Noha, 64 CNA Financial Corp 1,741,005 2,109,285 (175) 41,963 11,131 4 119 612 5 67 1

5 9 Dean R O'Hare, 49 The Chubb Corp 1,347,589 1,252,525 76 3,063,753 4,513 2 60 5520 60

* 6 12 Norman R Blake Jr. 50 USF&G Corp  1,346,910 / 957,708 * 40 6 503,500 4,1340 1, (86) - (1760) (690) 1
7 2 Wilson H Taylor, 48 CIGNA Corp 1,283,000 4 6 9 974,351 18,750 0 N 3 2 *] 4490 360

8 23 James A Mcintyre 59 Fremont General Corp 1,271,424 416,502 205 3 = 8,750,8132 581 2 14 312 16.4

9 16 Ronald E Ferguson, 50 General Re Corp 1,257,266 1,253,100 03 2,229,141 3,206 6 85 656 7 70

10 11 Douglas W Leatherdale, 55 The St Paul Cos Inc 1,149,796 1,110,998 35 2,729,250 4,351 7 87 /1 405 1 35

11 7 Frank C Herringer 49 Transamenca Corp 1,100,115 New CEO NA 1,051,788 6,815 3 20 7- 50 1 (81 0)
d

12 1 James T Lynn, 65 Aetna Life & Casualty Co 1,086,538 1,066,539 19 NA 19,196 0 (28) 505 0 (178)

13 18 James F Orr 111,49 UNUM Corp 1,085,135 1,026,231 57 4,599,935 2,420 6 120 205 0 110

14 27 Ronald L Bornhuetter, 59 NAC Re Corp 1,050,488 925,459 135 2,448,354 293 6 104 34 8 39 5

15 6 lan M Rolland, 58 Lincoln National Corp 1,024,996 1,391,388 (26 3) 1,587,656 9,1690 80 208 4 90

16 4 Edward H Budd, 58  Travelers Corp -- 923,077 . 700,000 31 9  2,920,607 11,377 0  0 6 » 318 0 ' NM 

17 .22 Wilson Wilde, 64  The Hartford Steam Boiler 919,326 942,632 (25) 4,396,824 630 4 120 739 (62) *'
*Fr Inspection and Insurance Co

18 24 William R Berkley, 46 W R Berkley Corp 892,751 863,091 34 89,445,338 541 3 06 466 291

19 17 Patrick G Ryan, 54 Aon Corp 892,500 911,539 (21) 393,021,368 2,930 9 116 242 0 13

20 14 Bruce Maines, 65 SAFECO Corp 770,201 / 572,551 34 5 2,919,780 3,349 2 54 259 6 (68)

21 21 Alan R Gruber, 64 Onon Capital Corp 712,581 646,003 103 2,417,682 837 3 68 44 7 75 3

22 8 John P Mascotte, 52 Continental Corp 680,725 911,539 (253) 4,264,821 5,425 4 (49) 56 4 (60 0)

23 26 Bradford W Mitchell, 64 Harleysville Group Inc 657,625 416,115 58 0 313,514 421 9 22 6 25 0 (35)

24 29 James F Billett Jr,47 Trenwick Group Inc 650,237 582,817 116 2,791,064 1178 (36) 186 81

25 25 Charles E Rinsch, 59 Argonaut Group Inc 515,101 480,914 71 1,237,024 517 3 (21 7) 847 (56)

26 20 A C Zucaro, 52 Old Republic International Corp 512,083 537,436 (47) 3,461,285 1,374 5 1. 10 6 131 0=1 25 2 /
27 27 William D Warren, 55 National Re Holdings Corp 483,800 442,683 93 1,461,410 367 7 133 F 165 NM ff»

28 19 Joseph L Marcur, 68 Ohio Casualty Corp 448,250 447,946 01 15,018,773 1,7142 47 107 9 283

29 28 Jerome Karter, 54 SCOR U S Corp 411,796 NA NA 3,200 222 3 (03) 30 9 24 0

30 30 Walter A Rhulen, 60 Frontier Insurance Group Inc 361,500 266,400 35 7 24,348,252 96 3 12 150 38 9

31 15 Warren E Buffett, 61 St Berkshire Hathaway Inc 100,000 100,000 00 4,552,799,000 3,106 0 168 439 9 116

1 Stock values as ot Aug 14 and do not indude stock options 2 Market value of shares held includes stock options 3 James T Lynn retired March 1,1992 as chairman of the company
4 Jerome Karter ls the executive vp of SCOR U S and president and chiet executive

officer 01 SCOR Re 5 1990 operating results are presented on a pro for ma basis as li the Apnt 30,1990 aquistion ot National Re occurred on Jan 1,1990 NM-Not Meaningful
Source Company proxy statements and annual reports Research by Sally Roberts

GRAPHIC BY A TRANCHITA

Compensation up 67 1% last year Mr Herringer ranked 11th on cession continue to flatten CEO est-paid executives at their com-
Ranking fifth was Chubb the list of CEOs with a $1 1 mil- compensation, agreed Richard panies For example, Warren E

Continued from page l Corp 's Dean R O'Hare, who lion salary in 1991 Mr Harvey Furniss, vp and director of insur- Buffet of Berkshire Hathaway
Group Holdings Inc in New Jumped from ninth place in 1990 made $1 41 million in cash com- ance company compensation Inc of Omaha, Neb , who
York, topped the pay rankings Mr O'Hare's cash compensation pensation in 1990 consulting at Towers Perrin rounded out the list of the high-

for the sixth consecutive year in increased 7 6% to $1 34 million San Francisco-based Transa- An insurer compensation com- est paid CEOs for the sixth con-

1991 even though his salary fell from $1 25 million Warren, NJ- merica Corp 's net income fell mittee "is not about to dramati- secutive year, received less cash
4 4% to slightly more than $6 based Chubb's net income rose 81% in 1991 cally increase cash compensation compensation than two other ex-

million from $6 3 million 6% in 1991 Meanwhile, Edward H Budd of CEOs when the industry is not ecutives
Reliance reported a $145 6 Fremont General Corp 's of Travelers Corp in Hartford, doing well" in terms of under- For the third consecutive year,

million loss last year, a stark re- James A Mcintyre made the big- Conn, who was the only CEO writing losses, he explained Mr Buffet received $100,000 of

versal from $133 4 million of net gest move on the compensation whose compensation was cut in Additionally, compensation cash compensation Topping that
income in 1990 Reliance's 1990 list, Jumping to eighth place from 1990, fared better in 1991 His committees are taking a much figure were Vp Michael A Gold-
net income had catapulted 26th place in 1990 Mr McIn- salary iumped 31 9% to $923,077, more active role in setting pay berg, with $1 8 million, and Vp J
514 7% from 1989 net income, tyre's cash compensation rose moving him up three notches to levels because of heightened Verne McKenzie, at $260,000
but Mr Steinberg's cash com- 205 3% to $1 27 million from No 16 Travelers reported $318 scrutiny of executive pay by the Mr Buffet, though, unlike
pensation increased only 0 8% $416,502 in 1990 million of net income in 1991, media, Congress, securities regu- most other insurer CEOs, owns a

Mr Steinberg ranked 24th in a But, according to Fremont's after suffering a $178 million lators and institutional inves- substantial portion of his com-
Forbes magazine survey of 1991 proxy statement, Mr Mcintyre loss in 1990 tors, Mr Furniss said pany's stock According to Berk-

compensation for CEOs at 800 deferred $60,000 of his base sal- shire's proxy statement, Mr Buf-

publicly held companies, up two ary and all of his $335,000 bonus fet owned 42% of Berkshire

notches from his 1990 rank from 1990 until 1991, pursuant Hathaway stock as of March 10,

Four other top Reliance execu- to his deferred compensation
An insurance company compensation committee 1992 Those 479,242 shares were

tives also were paid more than agreement with the company 'is not about to dramatically increase cash worth $4 6 billion on Aug 14

$1 million each in cash compen- Santa Monica, Calif,-based compensation of CEOs when the industry is not
In addition to Mr Buffet, four

sation in 1991 Fremont General's aggregate net other CEOs own more than 5% of

According to the company's income rose 16 4% in 1991 doing well,' says Richard Furniss, the stock in their companies

proxy statement, Mr Steinberg's Mr Mcintyre was one of three a compensation consultant at Towers Perrin.
• Reliance's Mr Steinberg

brother, President and Chief CEOs to loin the million-dollar owned 60 2%, or nearly 45 mil-

Operating Officer Robert M club for the first time last year, lion shares, as of April 10, 1992

Steinberg, received $3 1 milhon increasing its ranks to 15 For These shares were worth $201 9

for the year the past two years, the club had The large paychecks m the m- Small hikes in cash compensa- million on Aug 14
Were Robert Stemberg part of 12 members The other CEOs surance business are consistent tion are not necessarily a reflec- • Aon Corp 's Patrick Ryan

the BI compensation survey, he who joined the club are with the cash compensation paid tion of job performance, Mr owned 13 7%, or 8 6 million
would have placed second • Sixth-ranked Norman P CEOs in other industries Yates said Many executives shares, on Feb 26, 1992 Those

Maurice R Greenberg of Blake Jr of USF&G Corp , According to a Towers Perrin work twice as hard in a soft mar- shares were worth $393 million
American International Group whose cash compensation soared study, the median cash compen- ket as they worked in a hard on Aug 14
Inc moved up a notch to second 40 6% in 1991 to $1 3 million sation of approximately 350 market, he observed Mr Ryan's cash compensation

on the strength of an 114% m- from nearly $957,708 However, chief executives from large in- In addition, "annual earnings dropped 2 1% in 1991 to $892,500
crease in cash compensation to net income for Baltimore-based dustrial and financial service don't mean everything" when from $911,539 Aon's aggregate
$1 95 million in 1991, from $1 75 USF&G dropped 69% last year firms was $1 million The median considering a CEO's perfor- net income however, rose 11 6%
million a year earlier According to the company's cash compensation for the 31 in- mance, Mr Furniss said • William R Berkley of W R

The New York-based com- proxy statement, Mr Blake was surer and reinsurer CEOs sur- Compensation consultants Berkley Corp owned 14 1%, or

pany's net income rose 77% paid a $350,000 bonus at the end veyed by Buszness znsurance was agree, noting that many factors 2 5 million shares, as of March
Harold S Hook of American of 1991 in accordance with the $923,077 are considered in determining 27, 1992 These shares were

General Corp was the third- terms of his employment con- Even though more CEOs how CEOs are compensated worth $89 4 million on Aug 14

highest paid CEO, moving up tract passed the million-dollar mark An insurer's investment in- Mr Berkley's cash compensa-

from No 6 m 1990 Mr Hook's 0 Ronald L Bornhuetter of last year, the 4 0% increase in av- come or return on equity is a tion rose 3 4% last year to
compensation rose 322% to $1 7 NAC Re Corp, whose cash com- erage compensation was the better benchmark in determining $892,751 from $863,091 The
million from $1 3 million in 1990, pensation rose 13 5% to $1 1 mil- lowest percentage increase in the a CEO's total cash compensation, Greenwich, Conn -based firm's
even though the Houston-based lion from $925,459, making him survey's history Mr Furniss said net income increased 0 6%

insurer's net income fell 15% 1n No 14 on the list Greenwich, "The economy has not been Individual performance and • Frontier Insurance Group

1991 Conn -based NAC Re's net in- kind to the insurance com- longevity are factored into a Inc 's Walter A Rhulen owned
Edward J Noha of Chicago- come rose 39 5% in 1991 panies," said Michael F Yates, CEO's base salary, while the 10 2%, or 628,342 shares, as of

based CNA Insurance Cos In addition, in his first year as national practice director-com- company's performance for the March 25, 1992 These shares
ranked fourth, dropping from CEO at Transamerica Corp , pensation consulting for Alex- year determines bonuses, said were worth $24 3 million as of
second place m 1990 Mr Noha's Frank C Herringer, 49, ]oined ander & Alexander Consulting Geoff Wlegman, director of com- Aug 14
cash compensation fell 175% in the other CEOs who earn more Group Inc in Lyndhurst, N J pensation consulting services for He received $361,500 in cash
1991 to' $1 7 million, from a $2 1 than $1 million in cash compen- "The soft market is still with Buck Consultants Inc in Stam- compensation last year, up 35 7%
million salary the year before sation, taking the place of James us " ford, Conn from $266,400 Frontier's net in-

CNA's net income, though, shot R Harvey, who now is chairman The soft market and the re- CEOs are not always the high- come rose 12% in 1991
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GM cost shifting tential changes before lt finalized CIGNA refocus our distribution chain of brokers All excess/surplus claims, legal
the details, which have not yet and wholesalers work, accounting and computer

Continued from page 2 been released to employees Cont:nued from page 2 "Consistent with CIGNA Corp's systems will be integrated with
hourly workers in the United Shifting costs to salaried em- on behalf of Cal Union overall property/casualty focus, we corporate support systems
States-GM intends its health cov- ployees could serve as a prereq- In addition, Montgomery & Col- now want to be active only where "This should really improve ef-
erage to remam competitive wlth uisite for attempts to scale back lins will drop the $15 milhon in our expertise is greatest," said Mr ficiency It will definitely create
other large U S companies, the union benefits, according to the property coverage it wrote for Illl- Rogers some economies, although they're
spokesman said spokesman GM has been discus- nois Union Insurance Co, another Cal Union and Illinois Union still unquantifiable," a CIGNA

The cutbacks are part of a GM sing health care in general with of CIGNA's non-admitted insurers, will continue to wnte surplus hnes spokesman said
effort to turn around its money- 115 umon representatives, he con- he said coverages, "but only the busmess What w11 happen with the staff
losmg North American divisions, firmed Mr Rogers said the property we really want them to wnte," he of CIGNA E&S lS stlll under as-
according to the spokesman Last A spokesman for the United business written by Montgomery said sessment, he said The wholesaler
year, the automaker spent $3 4 Auto Workers said the union was & Collms, as well as $17 milhon "Other busmess that had been had 87 staff members at year-end
billion on health care benefits, up not concerned about the an- in additional property business written on an E&S basis may be 1991(BI, Aug 17)
from $32 bilhon in 1990 nounced changes that CIGNA wrote last year on a picked up by another CIGNA com- The E&S shakeup also w11 af-

The company worked with em- "It's something we'11 worry surplus hnes basis, wlll "either be pany or it may even wind up being feet Cravens, Dargan & Co, an-
ployee focus groups to field opin- about next year when it comes up," written by other CIGNA operating written by Cal Union or Illinois other CIGNA-owned wholesaler
ions about current plans and po- m contract negotiations, he said I units or it won't be wntten " Union," Mr Rogers said However, "Cravens will not continue in its

"We're by no means rejecting our "It simply won't be written just current form, but at this point I

Magazine to appeal award distribution channel We're Just because a broker brought it to us," can't elaborate," said Mr Rogers
trying to provide guidelines for he said Unlike Montgomery & Collins,

to murdered man's family
what we want to write on an E&S Also included in CIGNA's ex- which produces business for insur-
basis," said Mr Rogers "What was cess/surplus reorganization is the ers other than CIGNA, Cravens de-
happemng vnth E&S was that we transfer of all of the support ser- nves the majority of its revenues

ATLANTA-Soldier of Fortune award to $44 milhon, Including $2 were being too general We had vices for CIGNA's excess/surplus from underwriting on behalf of
Magazme Inc Mll likely appeal a nulhon of punitive damages minimal customer focus and were hnes business to CIGNA's corpo- CIGNA's Century Indemnity Co
Federal appellate court's decision to In its 2-1 decision, the 1 lth Cir- more worned about responding to rate headquarters in Philadelphia unit
uphold a $44 mllhon award to the cult said the magazme "negllgently
sons of a man lalled m a contract pubhshed a commercial advertise-
murder arranged through a classi- ment" that posed "a substantial Grove Worldwide settles crane accident suit
Eled ad In the magazine danger of harm to the pubhc"

The magazine lacks adequate m- "There is partial insurance, but DALLAS-The largest U S cranes and to modify them to re- programs" to cover the settle-
surance to cover the award, which not near enough" to pay the award manufacturer of hydraulic duce their speed, said Vp and ment
the 1lth U S Circuit Court of Ap- if it is ultimately upheld, said de- cranes agreed this month to pay General Counsel Keith Simmons The construction worker,
peals upheld earher this month fense attorney E Barrett Prettyman $2 million to settle a suit by the Costs have not yet been deter- Tommy Beresford, was killed as

The case involved the 1985 mur- of Hogan & Hotson in Washington family of a construction worker mined, he added he dismantled an 80-ton crane so
der of an Atlanta man by a hired Another award-$94 milhon to a who was crushed to death by a Mr Simmons would give no lt could be moved to another
gunman who advertised his services woman whose husband was killed crane in 1987 in Dallas coverage details, saying only that construction site, said Fred
in Soldier of Fortune An Alabama by a mercenary who ran ads m Sol- Grove Worldwide Inc also the Shady Grove, Pa -based com- Misko Jr of Misko, Howie &
federal Court jury in December 1990 dier of Fortune-was overturned by agreed to put more warning in- pany-a unit of British conglom- Sweeney, which represented Mr
awarded the plaintiffs $12 4 milhon the 5th Circuit m 1990 formation and instructions on an erate Hanson PLC -had "ade- Beresford's family
But the presiding Judge reduced the -By Mzchael Bradford "undetermined amount" of its quate business insurance -By Laura Mazzuca

The Professional Marketplace
RATES AND CLOSING TIME:

Rates: I)play class#ied is $123.75 per column inch, minimum ofone inch Stmight class#led ts Closing: Published every Monday Copy must be m typewritten form by noon Tuesday, 6
$11 00 per line, minimum of 5 lines Count 34 characters per line (include each space and days preceding publishing date No verbal phone copy accepted. Prepayment required foi
punctuationas a character) Additional $17.50 charge for all blind box ads, Only those reponses aU advertisements, Mail ads to Margaret Hikido, Class*ed Advertismg, 740 N Rush
which fit mto a business size envelope wiN be fonuarded Responses are jbrwarded daily. St. Chlaigo, IL 60611. For more information call 312-649-5340 FAX 312-649-7799

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS

GROUP LIFE & HEALTH COUNTY DEPARTMENT, CHANCERY DIVISION

IN THE MATrER OF THE LIQUIDATION

UNDERWRITERS
OF UNITED DINERSIFIED CORPORATION

NO. 88 CH 6942 Very clean shells available. One company is licensed
NOTICE in 12 Southern states and the other in 17 Midwestern

l'IT Hartford Life Insurance Companies, based,n PLEASE TAKE NOTICE that on June 8, 1992 an Order of Liquidation With
A Finding of Insolvency was entered against United Diversified Corporation by states. Existing business has been assumed by "A"

Simsbury, has enOyed a history of remarkable growth
- topping industry averages Due to the continued the Honorable Robert D Ericsson, Judge of the Circutt Court of Cook County, rated carrier. For further information contact James

Illinois Stephen F Sekke, Director of Insurance for the State of Illinois IG the
growth of our Employee Benefit Division, we currently statutory and court appointed Liquidator of United Diversified Corporation E. Lee, President, Old Republic Surety Group,seek experienced individuals for highly-visible under- TAKE FURTHER NOTICE that pursuant to the order of liquidation, all rights
writing career opportunities within the Group Life & and liabilities of United Diversified Corporation and its creditors, pohcyholders, Brooktield, Wisconsin.
Health market segment if any, and all other persons or entaties who may have a claim against its assets

are fixed as of June 8, 1992, unless otherwise provided by a subsequent order of
Utilizing your knowledge of medical pricing and Phone: (414) 797-2654 Fax: 1414) 797-0486

the court

products and experience with various funding arrange- TAKE FURTHER NOTICE that any and all persons, partnerships, corpora-
ments, you will assume responsibility for underwriting lions, associations, estates, trusts and governmental units having or claiming to

HELP WANTEDand administration on cases with 100+ lives YOU Will have any accounts, debts, claims or demands against United Diversified 
also make financial management decisions regarding Corporation or claiming any right, title or interest in or to any funds or properly SOUTHEASTERN BASED PROPERTY &

CASUALTY INSURANCE BROKER SEEKS ATTENTION SENIOR OR RETIRED
pre- and post-sale business, and be accountable for the of United Diversified Corporation m the possession of the Liquidator are required

COMMERCIAL INSURANCE PRODUCER FOR CLAIMS/RISK MANAGERS OR

profitability of a book of business within a geographi- to file a Proof of Claim with the Liquidator on or before 430 p m Chicago ORLANDO BRANCH DYNAMIC INDIVIDUAL CORPORATE COUNSEL

cal area Time, December 1,1992 WITH MINIMUM 3 5 YEARS P&( INSURANCE
Hartford, CT corporate and insuranceTAKE FURTHER NOTICE that the form of and required content of all proofs EXPERIENCE WITH PROVEN TRACK
defense litigation law firm seeks senior

To qualify for these challenging positions, you must of claim are descnbed m the illinois Revised Statutes, 1991, Chapter 73, Para- RECORD SEND CONFIDENTAL RESUME TO
or retired claims/risk manager or cor-

graph 821 Proofs of claim, together with supporting documents, if any, are to be PERSONNEL DEPT,PO BOX 149105, porate counsel to be firm's director ofpossess 3-5 years' experience with group products, ORLANDO. FLORIDA 32814-9105
filed with and may be secured from the Special Deputy Liquidator of the United client development Duties are to

pricing, and a variety of funding alternatives Expert-  establish prospective client contacts
Diversified Corporation, 222 Merchandise Mart Plaza, Suite 1450, Chicago,

ence with managed care products will receive and promote the firm's capabilities to
Illinois 60654 Filing shall occur upon receipt of Proof of Claim by the Liqui(la- elaims/risk managers and corporate

preferential consideration Excellent communication tor The Liquidator further reserves all rights to any and all defenses of United
counsel Candidates should be familiar

skills and effective presentation skills are required with the US, London and Pacific rim
Diversified Corporation concerning such claim All Proofs of Claim must be duly insurers and self-insureds Candidates

Flexibility to travel is a plus sworn to before an officer authorized to take oaths AGENTS & BROKERS should have strong interpersonal, orga-

THE LAST DATE FOR THE FILING OF PROOFS OF CLAIMS WITH THE Ocean & Inland Marine
nizational, oral and written communi-

We offer an excellent salary, benefits package, and a cative skills Hours flexible Send
UQUIDATOR AT THE ABOVE MENTIONED OFFICE OF HIS SPECIAL Insurance resume in confidence to

smoke-free environment with an on-site fitness center DEPUTY LIQUIDATOR IS DECEMBER L 1992 AT 430 PM CHICAGO
For immediate, confidential consideration please fax or TIME NO PERSON HAVING OR CLAIMING TO HAVE ANY CLAIMS International Surety Director of Human Resources

PO Box 230597
mail your resume to AGAINST UNITED DIVERSIFIED CORPORATION SHALL PARTICIPATE A dynamic, high-growth insurer Hartford, CT 06123-0597

IN ANY DISTRIBUTION OF THE ASSETS OF THE COMPANY UNLESS with A- rating seeks independent
Theresa Murphy THE CLAIMS ARE FILED WITH THE LIQUIDATOR ON OR BEFORE

agentsandbrokerstomarketoceanrIT HARTFORD LIFE INSURANCE COMPANIES DECEMBER 1, 1992 AT 4 30 P M BUSINESS OPPORTUNITIES

P.O. Box 2999 James W Schacht, Special Deputy Liquidator, Office of the Special Deputy and inland manne insurance, con-

EC / MIAMI CONNECTIONHartford, Cr 06104-2999 Receiver, 222 Merchandise Mart Plaza, Suite 1450, Chicago, illinois 60654, tract bonds, license and permit
FAX # 203-843-3494 (312) 836-9500 bonds, U.S. Customs bonds and Miami ins agency seeks E C company

other wtemational surety bonds. or broker to join venture in developing
vasl Fla market with bold new prod-

Sales and marketing support will ucts Want markets that are property,
casualty & health insurance related

be provided. For more informa- Excellent insurance chmate in Florida,

YOU R BD tion write to Business Insurance, }iltdeemtuUpsiallnSFur
EOE/M&F ITT HARTFORD Box 2754,740 North Rush Street, ance, Box 2759, 740 N Rush Street,

SHOULD BE HERE Chicago, Illinois 60611-2590.
Chicago, IL 60611-2590



Health insurers

Continued from page 1
managed care products. Overall,
it's lowering the rate of health
care inflation. But it's still likely
that prices will continue to be
set on trends higher than experi-
ence," said Steve Richter, senior
health care consultant in the Los

Angeles office of The Wyatt Co.
"For the companies still pur-

suing group health business, the
results seem very good. But the
price competition that insurers
talked about last year never
really materialized," added Har-
vey Sobel, a principal and actu-
ary with William M. Mercer Inc.
in New York. "Companies are
holding firm on rates. In fact,
they're pricing indemnity plans
in such a way that buyers almost
have to look to managed care."

Increased managed care earn-
ings were the primary reason
that first-half profits rose for
four of the seven major group
health insurers contacted by
Business Insurance.

Officials 'at these companies
agree that because of managed
care's ability to hold down Costs,
their most recent trend factors-

which are used to project pre-
mium hikes and which include

both anticipated health care in-
flation and increases in utiliza-

tion-were slightly higher than
true experience.

Among the three insurers re-
porting lower profits, two
blamed investment losses or

charges associated with reorga-
nization and one said aggressive
pricing caused earnings to
plunge.

"Our overall claims trend con-

tinues to hold up quite nicely,"
said Fred Cue, senior vp-finance
with the Blue Cross & Blue

Shield Assn. in Chicago. "We
have seen only 10% inflation on
claims, and we were expecting
12% or 13%."

Mr. Cue pointed to the lower
costs of managed care and a
weak economy as two key rea-
sons why health care inflation
has stabilized.

For the first six months of

1992, the U.S. Department of

 Labor's Bureau of Labor Statisties reports that the medical care
component of the Consumer

1 Price Index rose 7.8% on an an-

j nualized basis, just slightly
abovE the 7.5% rise for the same

period last year. These increases
compare with a 9.6% rise for the
first six mon ths of 1990.

Meanwhile, the overall CPI
rose only 1.5% through July.

"Lower health care inflation is

a trend insurers began noticing
in 1991," said Thomas M. Bur-
ton, vp and actuary with Tra-
velers Corp. in Hartford, Conn.
"Because of this, our experience
has been good. I hope it will con-
tinue and maybe allow us as an
industry to cut our pricing trends
for next year by one or two per-
centage points. But we're still
concerned about a return of high
inflation and cost-shifting."

Despite a good semester of
group health and group life un-
derwriting, Travelers was one of
the three major insurers whose
profits dipped compared with
1991.

Group health and group life
operating income at Travelers
slipped to $36 million in the first
six months of the year, compared
with $51.6 million during the

pomparable period of 1991.
The 30% drop in profits re-

sulted not from health care

losses, but from poorly perform-
ing real estate and commercial
mortgage investments, which are
included in operating income,

Mr. Burton said.

"As a corporation, we have
been having asset problems.
That's no secret," he said. "But
our core health care business has

been performing very well. Man-
aged care continues to show
more potential. Since the begin-
ning of the year, our covered
lives in managed care are up
55%."

CIGNA Corp., conversely, has
not been bogged down by real
estate holdings and was able to
boost profits through the mid-
year.

"Our underwriting results are
where we want them. We're ac-

tually doing better than we had
hoped," said Chris Doerr, senior
vp and chief financial officer
with CIGNA's employee benefits
division in Hartford.

Operating income for CIGNA's
group health and group life busi-
ness rose 12.5% to $108 million

InPhoto Surveillance

Long Range Video
Surveillance of Claim-

ants. Agents within 3 hours drive of 80% of
the U.S. population.

800-8224220 FAX 800-752.0720

in the first half, up from $96 mil-
lion for the same period last
year.

Most of those earnings, $78
million, were attributable to

group indemnity and group life
business, while $30 million came
from managed care operations,
including health maintenance
organizations and managed den-
tal programs.

Despite the higher earnings,
CIGNA will not significantly
lower prices in - the near future,
especially on the indemnity side,
said Mr. Doerr.

"There still isn't anything that
would allow us to cut back on

indemnity premiums. We're still
seeing a fair amount of cost-
shifting, both by physicians and
by ourselves, in order to make up
for the transition to managed
care," he said.

Mr. Doerr did say, however,
that CIGNA's early trends for
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HMOs appear positive. "I think
HMOs will require single-digit
increases in some cases and

rarely more than 12%."
Another company that enjoyed

financial success in the first part
of the year was Metropolitan
Life Insurance Co. of New York.

Its first-half earnings rose 19.3%
to $105 million from $88 million

a year ago.
For the second consecutive

year, this increase was the lar-
gest among the group health and
group life insurers examined.

Slightly less than a quarter of
MetLife's earnings were group
health-related and, of that, more
than half was generated by man-
aged care.

"This business just continues
to grow and grow," said John
Lynch, a MetLife actuary. "Tra-
ditional HMOs are producing the
best results for us and our em-

ployer clients. Our folks believe
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that managed care is the only fu-
ture, and if it doesn't work, we'll
all be replaced by nationalized
health care."

Despite solid earnings for the
industry, Mr. Lynch sees little
relief for employers either this
year or next. "There just isn't
going to be a real abatement in
rates. Only the largest employers
that want managed care will see
heavy price competition," he
predicted.

Rates may rise more slowly,
though. Improved insurer earn-
ings and lower medical inflation
should allow for some reductions

in the rate of premium increases,
said Mr. Cue of BC/BS.

"I think average rate hikes will
be more along the lines of 10%
to 15% as opposed to 12% to 18%
like last year. Reserves are high
and competition, although it's a
secondary driving force for rates,
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Continued from previous page
is always intense," he said.

At BC/BS, combined earnings
for the non-profit group's 73
plans nationwide rose 10.6% to
$838 million through the first six
months from $758 million in the

same period of 1991.
"Financially, this is great

news. It's about 50% ahead of

our forecast. We honestly ex-
pected a decline from 1991, but
66 of our 73 plans were profit-
able, and we haven't seen nearly
as much cost-shifting from phy-
sicians (because of) the new

Medicare fee schedule" as antici-

pated, said Mr. Cue.
At Aetna Life & Casualty Co.

of Hartford, Conn., six-month

earnings plummeted 34.6% to
$92.9 million from $142 million.

Fred Shugars, an assistant vp
in the actuarial department, at-
tributes the decline to a shift to

lower-margin group health busi-
ness combined with poorer-than-
usual life insurance results and

high reorganizational expenses.
"Inflation has been stable, but

we're continuing to focus on
lower-margin business," like ad-
ministrative services only con-
tracts and managed care, he said.

"Also, the transiti6n to a man-

aged care focus is going to take
some time before the profits
really show."

Aetna also took a one-time

charge of $29.7 million against
group life and health earnings
earlier this year for "reorganiza-
tional expenses," said Mr. Shu-
gars. "And, we had some terrible
luck in the first six months with

our group life book. This was to-
tally unexpected."

Still, Aetna views the future

with optimism, according to Mr.
Shugars. "Managed care is here
to stay because employers want
cost control. What we're trying
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to do is focus on local competi-
tion, but this costs money to get
yourself situated. You have to be
willing to take a short-term hit
to earnings in order to gain an
advantage position for the fu-
ture."

Also contributing to Aetna's
reduced earnings is the fact that
70% of the company's premiums
or premium equivalents stem
from ASO arrangements. "It's
good business, but the profit
margin isn't very high," Mr.
Shugars explained.

Aggressive pricing was blamed
for the largest earnings drop
among the major companies sur-

Ron Berter,Industrial Risk Insurerserties and services them with local
people in

local offices. Thus, newand established businesses insuredby IRI are free to innovate and
think boldly"The rodise diatwe carideliver as part of The IRI Difference 1we can provide assistance

is thls-Iin helping to keep plants productive j'and people employed. We started ,out doing it in the United Stateswe

over a century ago. Now,do it around the world."

1121
can make a difference

veyed.
At Principal Financial Group,

six-month group health and
group life earnings dropped by
"about $50 million" from $116
million in the first six months of

1991, according to Richard H.
Neil, senior vp.

Principal, a mutual based in
Des Moines, Iowa, declined to re-
lease statutory earnings for the
first half. But Mr. Neil said prof-
its plunged "almost entirely" as
a result of more aggressive pric-
ing.

"Our average premium in-
creases were down significantly.
What we're trying to do now that
reserves are healthy is to balance
growth with profits," Mr. Neil
said.

"Last year, our profits were
probably too high and our sales
figures were a little too low."

Despite the lower profits, Mr.
Neil said Principal benefited
from better than expected expe-
rience.

It set indemnity and preferred
provider organization premiums
based on trends of 19%. But ex-

perience has been about 17% cost
increases, said Mr. Neil.

Provident Life & Accident In-

surance Co. of Chattanooga,
Tenn., reported a 12.5% increase
in mid-year earnings to $27 mil-
lion, from $24 million a year ago.

Jim Pesnell, vp and chief mar-
keting officer, said the higher
profits were mostly a result of
the company spending more time
controlling its internal expenses.

"We can't really raise rates at
this point in time, so we have
chosen to look at expenses. This
business is a tough nut, but you
can make money with the right
people, expense management and
a focus on managed care," he
said.

Whether group health and life
insurers are making money is not
a question. But whether insurers'
earnings are high enough is still
questionable, according to
Mercer's Mr. Sobel.

"Despite all we hear about
managed care's success and
stalled medical inflation, pricing
is still conservative; there are
fewer players in the market; and
the staff at all these companies
continues to shrink. This tells me

that they're still not satisfied
with their profits," the consul-
tant surmised. I

Oklahoma fund

raising comp rates
17.6% on Sept. 1

OKLAHOMA CITY-The com-

missioner of the State Insurance

Fund of Oklahoma has approved
a 17.6% increase in workers com-

pensation rates, effective Sept. 1,
after reporting first-half losses
of $7.7 million.

The fund, which specializes in
writing workers compensation
coverage for high-risk businesses
like oil fields, reported a
$741,000 profit for the same pe-
riod in 1991.

A 30.7% rate increase for pri-
vate insurers went into effect

July 1. The increase is expected
to drive customers over to the

state fund, which sought the new
rates to make up for lower in-
vestment returns and losses

stemming from an expanding
customer list.

A fund spokesman noted that
the National Council on Com-

pensation Insurance has rei
quested a 2.2% reduction in the
private workers comp rates,
which could prompt some risks
to return to the private market.

-BY Eileen P. Gunn
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Summary of major property/casualty insurers' first=half results
Ranked by change in net income. All amounts in thousands of dollars.

Corporate Property/casualty operations

1 Reliance Ins. Co. & subs.

2 Royal Group (U.S. subs.)2
3 USF&G Corp.
4 Home Insurance Co.

5 The St. Paul Cos. Inc.

6 Continental Corp.

7 Lincoln National Corp.
8 Old Republic Int'I

9 Argonaut Insurance Co.
10 SAFECO Corp.
11 General Re Corp.

12 Fremont General Corp.
13 Crum & Forster Inc.

14 Ohio Casualty Corp.
15 American International Group
16 Berkshire Hathaway Group
17 CIGNA Corp.

18 Chubb Corp.

19 Sentry Insurance Cos.2
20 CNA Financial Corp.

21 Hartford Steam Boiler

22 Travelers Corp.

23 Aetna Life & Casualty Co.
24 Hartford Insurance Group
- Nationwide Mutual Ins. Co.2

- Commercial Union Ins. (U.S.)
- Kemper National Ins. Cos.2
- Liberty Mutual Ins. Co.2

Cumulative

' After dividends

P/C insurers

Consolidated

revenues

1992

Net

income

1992

1,653,782 42,629
N/A 63,000

1,841,000 10,000

1,211,000 99,000

2,272,166 325,393

2,674,200 92,400

3,868,400 171,100

726,863 76,431

213,435 47,229

1,743,936 127,175

1,678,900 366,300

287,656 16,593

1,758,800 91,500

889,505 49,121

8,893,773 839,482

369,795 112,875

9,300,000 231,000

2,319,200 273,500

829,206 24,812

5,410,000 265,000

334,636 36,650

5,364,200 140,800

8,780,700 187,100

4,780,000 (212,000)
N/A N/A

N/A N/A

N/A N/A

N/A N/A

Percent

increase

(decline)
1991-1992

556.0

452.6

109.0

98.0

73.2

67.4

45.2

29.7

28.6

19.4

17.8

17.1

12.1

10.1

8.1

7.7

6.0

4.7

1.7

(2.5)

(8.8)

(23.4)

(37.0)

(195.9)
IVA

N/A

N/A

N/A

Combined' Combined'
ratio ratio

1992 1991

108.0

118.43

113.72

106.62

106.82

113.F

112.92

108.52

102.52

108.6

104.82

104.6

119.9

107.02

100.42

140.0

117.8

98.92

106.5

117.52

92.8

112.9

118.9

113.9

107.0

108.7'

111.2

115.8

109.9

125.43

117.42

110.22

104.82

115.02

112.62

107.82

110.9

111.2

101.72

105.6

115.8

105.12

135.2

116.1

98.62

106.6

114.92

90.4

112.7

116.3

108.2

106.2

113.33

111.1

117.3

Net

premiums
written

1992

859,326

752,500

1,335,OOW

896,000

1,522,363

2,219,4002

1,042,500

351,9232

148,076'

892,799

1,169,200
203,517

1,103,100

781,4052

4,627,420

306,200

2,504,000

1,614,100

698,238

3,300,0002

170,401

1,969,800

2,508,100

3,138,000

3,293,436

755,900

1,652,464

3,236,614

67,201,153 3,477,090 3.7 111.1 110.6 43,051,782

2 Statutory

Continued from page 1
mid-1970s, while major insurer and
reinsurer insolvencies preceded the
mid-1980s hard market, she said.

Commercial insurers remain over-

capitalized despite unprecedented
catastrophe losses, and "it takes a
lot of time and pain to get rid of that
capacity," said Ms. Stewart, who
sees a prolonged soft market.

In addition, Hurricane Andrew
may prompt some insurers to shift
capacity from property to casualty
risks, as many did following Hurri-
cane Hugo, noted Paul R. Davies,
chairman of Aon Reinsurance

Agency Inc. in Chicago.
If this happens, "it means the ca-

sualty market will continue to get
softer," he said.

Some observers, however, specu-
late that catastrophe losses could
combine with other forces to set the

stage for a tightening market.
"There is a lot better chance of

the market turning now than after
Hugo," said Dwight Evans, senior
vp with F&G Re Inc., a Morristown,
N.J.-based'unit of USF&G Corp.

While being hit by $3.7 billion
in first-half catastrophe losses (BI,
July 27), insurers already were bol-
stering their bottom lines by taking
down redundant reserves and cash-

ing in on capital gains, he noted. At
the same time, insurers continue to
face a steady decline in interest rates
on new investments.

If Hurricane Andrew turns out

to be as large a loss as estimated,
"it adds to a lot of other factors

that will ultimately help turn that
cycle around," agreed George P.
Yonker, assistant vp-finance for
SAFECO Corp. in Seattle.

Any change would be welcome to
the insurers, who continued to battle
the soft market doldrums through
the first six months of this year.

For the first half of 1992, 28 com-
mercial property/casualty insurers
surveyed by Business Insurance re-
corded a 111.1% combined ratio, a

3 Before dividends

slight deterioration from 110.6% for
the first half of 1991 and 111.0% for

the full year (BI, April 6).
Other first-half results posted by

these insurers show that:

• Net written premiums dropped
2.3% to $43.1 billion in the first half

from $42.1 billion in the same pe-
riod of 1991. Net written premiums
for all of 1991 fell 1.8% from 1990

levels to $88.66 billion.

• Underwriting losses widened
1.6% to $4.76 billion in the first
half of 1992 from $4.68 billion for

the first six months of last year.
Underwriting losses had im-

proved somewhat in the first quar-
ter. But then $3 billion in catastro-
phe losses came in the second
quarter, including the L.A. riots; the
Chicago flood; a California earth-
quake; and a series of severe wind,
hail, tornado and flood losses in sev-
eral other states.

For all of 1991, underwriting
losses rose 4.7% to $9.73 billion.

• A continuing slowdown in .in-
vestment gains as cash flows and in-
tere5t rates decline. Pretax invest-

ment income rose only 1% to $7.31
billion in the first half of the year
from $7.23 billion in the same pe-
riod last year.

For the full year, investment in-
come had risen 3.9% to $15.14
billion in 1991.

• Policyholders surplus for the 23
insurers reporting that data rose
11.2% to $37.5 billion as of June 30
from $33.3 billion at that point in
1991.

• Net income, bolstered in part
by realized capital gains and other
non-operating items, rose 3.7% to
$3.48 billion in the first half from

$3.35 billion for the same period a
year ago.

This compares with a 30.3% in-
crease in net income to $6.79 billion
reported for the full year.

Insurance analysts remain cau-
tious about the industry's prospects
despite the higher earnings.

"They were surprisingly good. Al-
most too good," Ms. Vogel said of

N/A-Company did not provide data

the six-month results.

Results could have been worse,
she said, but many companies chose
to cash in investments for hefty cap-
ital gains in the strong stock and
bond markets.

Many insurers have also decided
to take down loss reserves for prior
years, citing lower inflation and de-
clining expenses, she observed.

"It was the kind of quarter we
were all expecting" in light of con-
tinued soft pricing and mounting
catastrophe losses, Dean Witter's
Mr. Lewis said.

Pleasant surprises, he said, in-
cluded Chubb Corp., which posted
"quite decent" underwriting results
when catastrophe losses are ex-
cluded. Chubb reported $9.2 million
underwriting income for the half,
which is down 34.3% from $14 mil-
lion in the same period of 1991.

And, he added, Continental Corp.
performed above expectations as it
concentrates on profitable commer-
cial multiperil and specialty lines
package business. Continental
posted a 67.4% jump in net income
to $92.4 million in the six-month pe-
riod, up from $55.2 million.

General Re Corp. also performed
above expectations after a first-
quarter drop in operating income,
Mr. Lewis said. The company made
a 17.8% gain in net income to $366.3
million from $310.9 million.

On the negative side, The St. Paul
Cos. Inc.'s underwriting results
fared worse than expected because
of unfavorable results in its non-

medical malpractice business, said
Mr. Lewis. St. Paul underwriting
loss increased 24.9% to $99 million
from a 79.3 million loss in 1991's
first half.

And, CIGNA Corp. reported that
it has begun an "extensive review"
of its exposure to property/casualty
reinsurance losses assumed through
its London reinsurance operation.
The company said that it could not
estimate the size of the losses but

that they would not have a ma-
terial adverse effect on CIGNA's fi-

Percent

increase

(decrease)
1991-1992

(1.7)

(3.1)

(17.8)

(2.8)

(1.6)
4.6

(10.4)
1.5

(22.2)
12.8

5.9

(4.9)

(10.5)
3.7

0.2

(0.9)

(3.8)
3.3

12.5

(4.9)

4.6

(10.5)

(16.1)
1.4

8.6

8.6

3.5

(5.4)

Pretax

underwriting
income (loss)

1992

(54,400)

(140,200)
(196,000)

(74,000)

(98,995)

(298,900)2

(145,000)
(34,477):

(3,857)2

(73,492)

(60,400)

(9,219)

(229,900)

(56,799)

(15,860)
(73,233)

(469,000)
9,200

(47,985)
(586,400)2

12,356

(256,600)
(465,760)

(421,000)

(241,222)

(73,400)

(193,601)

(459,609)

(2.3) (4,757,693)

Percent

increase

(decline)
1991-1992

23.5

26.7

30.7

33.3

(24.9)
11.0

(6.6)

(11.9)
82.4

20.0

(407.6)
21.8

(41.1)

(137.9)

(9.6)

(5.6)

(34.3)
(9.1)

(10.2)

(19.6)
12.2

1.4

(52.0)

(26.2)

23.1

(3.8)
14.4

Pretax Percent

=1Investment increase Policyholders
income (decrease) surplus (decrease)

1992 1991-1992 1992 1991-1992

74,600 (21.1) 749,800 (3.8)

167,300 (0.5) N/A N/A

250,000 5.9 1,482,000 1.9
140,000 (2.8) 951,000 25.0

319,676 0.5 1,666,476 4.5

341,100 (6.1) 1,905,000 (4.4)
143,700 4.5 N/A N/A

88,9372 6.8 956,924 17.7

57,3082 (6.6) 500,984 13.3

139,559 (2.4) 1,202,834 7.6

375,400 0.5 3,256,300 73

30,908 (3.8) N/A N/A

295,800 (1.9) 1,548,200 9.6

98,532 6.2 631,636 14.6

615,698 8.6 N/A N/A

186,782 8.1 N/A N/A

382,000 (11.0) 1,818,0=---(5.7r
239,100 2.8 1,692,600 11.9

87,286 10.4 795,770 12.9

617,3002 0.1 3,930,000 12.3

18,782 (8.7) 396,848 3.0
365,800 (3.7) 1,875,800 (3.8)
443,100 (1.5) N/A N/A

591,000 13.9 3,040,000 0.5-

418,895 5.7 3,814,173 11.3

91,700 7.4 731,500 ona

176,775 0.2 1,768,765 14.5

549,779 (1.8) 2,798,926 9.5

(1.6) 7,306,817 1.0 37,513,536 11.2

nancial position. For the half,
CIGNA's underwriting loss grew
5.6% to $469 million from $444 mil-
lion.

CIGNA hopes to complete the re-
view by Oct. 1.

Joanne Morrissey, a principal
with Firemark Consultants Inc. in

Morristown, N.J., observed that in-
surance stocks performed unusually
well compared with the Dow Jones
Industrial Average and other market
indicators in recent months.

"The best companies during the
quarter were the property/casualty
companies," she said, explaining
that insurance stocks have been so

undervalued for so long that many
investors may have decided that
they now represent a good buy.

Ms. Morrissey also said she sees
signs of some pricing improvement
in selected Insurance lines, though
not in general commercial property/
casualty risks.

She added that a traditional,
broad turn in the property/casualty
market may not be in the cards, and
that the market is more likely to
have "cycles within cycles," with
only certain segments of the market

Hurricane Andrew
Continued from page 1
page 71).

The St. Paul Cos. Inc. last week
estimated the storm will cost the

insurance industry between $8
billion and $10 billion.

Representatives of the Property
Claims Services division of the

American Insurance Services

Group, who were on the scene in
Florida, reported preliminary dam-
age estimates there of $4 billion to
$4.5 billion, according to the Flor-
ida Insurance News Service, an in-
surer-funded information organiza-
tion. The AISG division expects to
issue a firmer estimate this week.

"Working from initial estimates,
if the total loss is between $15
billion and $20 billion, the loss to
all insurers will be around $4 billion

tightening at a given point.
Insurance stocks stood up fairly

well to the wrath of Hurricane An-

drew last week.

In the past week, nine stocks
dropped between 12 cents per share
and $3.00, or between 0.27% and
12.4%-not a precipitous fall, ac-
cording to analysts.

A dip in property/casualty stock
prices is to be expected at the be-
ginning of the U.S. hurricane sea-
son, said Ms. Vogel.

But the storm may have a positive
impact on reinsurer shares, said Mr.
Lewis. He cited General Re, which
traded at $86 on Aug. 21, rising to
$88.63 on Aug. 27.

Sears, Roebuck & Co., parent of
Allstate Insurance Co., by Thursday
had lost 12 cents from $41.50 per
share on Aug. 21. Allstate has 9.5%
of the homeowners insurance mar-
ket in Florida.

Kemper Corp. posted the biggest
percentage loss-12.4%-when its
shares dropped by $3.00 to $21.25
on Aug. 27 from $24.25 on Aug. 21.

Copy Editor Nancy Johnson contri-
buted to this article.

to $5 billion," said Jonathan Mar-
land, a director of broker Lloyd
Thompson Group P.L.C.

"And, the loss to the London
market will be around $800 mil-
lion to $1 billion max," he said.

Most of the losses will fall on

property insurers because the ma-
rine market escaped without signifi-
cant losses to majot oil installations
or ships, Mr. Marland said.

Florida Insurance Commissioner

Tom Gallagher, though, said early
assessments indicated that "the

amount of property damage caused
by Hurricane Andrew is similar to
that which Hugo caused when it
struck the Carolinas in 1989. With

Hurricane Hugo, approximately
450,000 consumers filed claims, with

Continued on next page



Hurricane Andrew homes Inc's south Flonda operations, be- UpdateDamage to the tourist areas of heves that nearly every A&A chent

Cont:nued from previous page New Providence and Grand Ba- in Dade County sustained some
each averaging about $6,000" for a hama was hmited to downed trees damage, either physical damage or Workers comp fund questionedtotal of $27 bilhon and moderate structural damage to business interruption

Hurricane Hugo caused more homes and businesses "I don't think anyone escaped Continued from page 2
than $1 bilhon of insured damage m Damage estimates in the Bahamas Humcane Andrew," he said attorney general, said Insurance Supermtendent Bnan K Atchinson
the Canbbean were still unavailable late last week That Includes many brokers and Meanwhile, a spokesman for Commercial Union Insurance Co m

The amount of msured damages but wlll reach "into the milhons," msurers, which were trying to ser- Boston estimated that Mame's residual market deficit since 1988

Humcane Andrew caused m Loui- said Tommy Turnquest, chairman of vice pollcyholders while also deal- could top $1 bilhon, up from the approximately $500 milhon deficit
mana is expected to be far less than the Hurricane Relief Committee, mg with damages to their own of- the insurer estimated last month umng NCCI hgures (BI, July 20)
m Flonda, smce New Orleans was which is operatmg out of the prime fices Among those with damaged Mr Atchinson declined to comment on CU's estimate, but m a
spared much of the storm's wrath minister's office m Nassau offices are A&A, Johnson & Higgins related action, approved the insurer's request to withdraw from the
The humcane whipped a far less Local, U S and European insur- and Frank B Hall & Co Inc and Mame workers comp market effective Dec 31
densely populated area to the south- ers wnte coverage in the affected credit nsk msurer Amencan Bank-
west, where many residents are of area, said Insurance Registrar Oc- ers Insurance Group Inc Reinsurers' first-half results
rnodest rneans tavia Johnson As Andrew rolled out of Flor-

Unofficial estimates put the hur- In Florida, where the devastation ida and steamed toward the Lou- WASHINGTON-Premium volume for a group of 56 professional
ricane damage for all insurers was most widespread, it is evident isiana coast, it plowed through an property/casualty reinsurers rose during the first six months of this
operating in Louisiana at $15 that the bulk of claims wlll be filed area of the gulf dotted by 011 ngs year, while underwntmg results remamed virtually unchanged from
bilhon to $25 bilhon, said an offi- by the owners of demollshed or da- 011 companies late last week were the same period a year ago, reports the Remsurance Assn of America
cial of the Louisiana Jomt Remsur- maged homes and automobiles st:ll assessmg the extent of the dam- Net written premium volume expanded 6 7% to $5 86 billion
ance Plan m Metaine, La The humcane also stacked yachts age to the ngs, as well as to land- for 1992's first half from $549 bilhon for the same period m 1991

Insurers also began reviewing and pleasure boats like kindling based 011 operations The remsurers' combined ratio rose to 1063% m the half from

their own reinsurance contracts, alongside docks on Florida's coasts "We're Just beginning to get crews the 106% reported by a similar group of remsurers a year ago
which have gathered no dust this Hull & Co, a Fort Lauderdale- out to assess the damage," said a The remsurers also reported mvestment mcome of $137 bilhon,
year Insurers already have paid a based wholesale broker and man- spokesman for Shell 011 Co net Income of $941 5 milhon and pollcyholders surplus of $14 03
record $37 billion in catastrophe agmg general agent, had received However, some reports of energy bilhon as of June 30

claims durmg the first six months of notice of 125 yacht and manne-re- losses were being filed to the Lon-
1992 (BI, July 21) lated claims in the Homestead and don market Fnday Assumption of risk found validDespite this year's string of ca- South Kendall areas of Dade For example, a Chffs Dnlhng ng
tastrophes, U S Insurers report they County as of late last week suffered around $20 milhon m dam- SAN FRANCISCO--Assumption of rtsk remams a valid defense
are adequately remsured for losses The claims averaged around age The nsk lS led by Lloyd's of m personal injury suits even 17 years after Callfornia adopted the
stemnung from Andrew $60,000 each, accordmg to Claims London syndicate 625, managed by comparative negllgence system, the state's highest court has ruled

However, many U S insurers Manager Randy Savage Roberts & Hiscox Ltd In a pair of decisions, the California Supreme Court said the de-
have been unable to purchase all But, some commercial property Consolidated Natural Gas also fense bars any recovery when an mlured person assumed some nsk
of the property catastrophe relnsur- insurance buyers also suffered sustamed $20 milhon in damages Assumption of risk provides a complete defense to tort suits and can
ance that they sought at renewals heavy losses to a platform be asserted early in htigation to prevent some cases from golng to

Lloyd Thompson's Mr Marland "On the commercial side, we're In Louisiana, commercial bshlng tnal Under comparative negligence, a defendant's hability is reduced
estimated U S insurers' retentlons seeing absolute devastation of ma- operations and sugar cane helds by the percentage of fault shared by the plamtlff
for Andrew-related losses would be rmas," Mr Savage said flattened by the storm, wlll likely In Kmght us Jewett, the court ruled that Kendra Knight could
around $500 milhon He reported that a Biscayne Bay emerge as large claimants, said Jo- not sue Michael Jewett for crushing her finger during a 1987 game of

Insurers are uncertain but hope- manna lost a storage facility hold- seph Rizzo, executive vp of claims touch football And, m Ford us Gouin, the court ruled that motor boat
ful that the disaster wlll bring about ing 200 vessels The marina's loss adiuster GAB Business Services Inc dnver Jack Gouin could not be held hable when water slaer Larry
a hardening of the commercial m- alone is estimated at $940,000 of Parmppany, N J But, few sugar Ford struck overhanging tree branches while skiing backward with-
surance market as surplus is soaked The loss of a Dinner Key ma- cane fields are insured And, any out skis m a narrow channel of the Sacramento River Delta m 1983

up by mountmg claims But, stock rina that was reduced to "sticks and coverage in place is likely written by
analysts do not think the catastro- wood" is expected to exceed $1 rml- the federal crop insurance program Briefly notedphe is enough to turn the market, hon, Mr Savage said Some commercial policyholders
even if there is $10 bilhon of insured The broker also has received are tallying property losses caused John H. McCaffrey is leaving as vice chairman of Rollms Burdick
losses (see story, page 1) claims for two 22-ton boats run by not only by taking a direct hit from Hunter Group Inc to pursue other interests RBH's parent, Aon Corp ,

On the Saffir-Simpson scale of diving operators The boats are val- the hurncane but also as a result of agreed last month to buy Frank B Hall & Co Inc (BI, July 27) Mr
humcane intensity, with five being ued at $200,000 each the loss of electrical power An ex- McCaffrey was chairman of Hall until he left in 1987 to Join RBH
the most intense, Andrew ranked Burger King Corp reports that ample would be a grocery store Donald A Bell, currently chairman and CEO of Hall, will be-
as a four, the same ranlang Hum- its Miami-based headquarters and whose penshable stock survived the come vice chauman of RBH and chairman of the RBH's operatmg
cane Hugo was given m 1989, ac- data center suffered undetermined storm but spoiled when power was committee Arthur F Quern and Richard A Riley remain chair-
cording to the National Weather but "massive damage" m the storm lost to the store's freezers and refn- man and president of RBH Co, respectively A vote of confi-
Service But, all computer data was saved gerated displays dence m the Council of Lloyd's of London has been overwhelmingly

Wind speeds were measured at and moved to a back-up facility, as There is coverage for those losses casned Resolutions designed to radically change Lloyd's, all carrymg
up to 160 mph when Andrew hit the company implemented its di- "if a commercial enterprise bought a preamble expressing no confidence in the council, were defeated by
the Miami area early Monday The saster plan and set up temporary time-element coverage," which is much smaller margms (see related story, page 49) Blue Cross of
storm moved across Florida and the headquarters, a spokeswoman said sold as an endorsement to property California plans to form a wholly-owned for-profit subsidiary to
Gulf of Mexico and hit Louisiana "There was significant damage to insurance, said George E Carpen- operate its commercial managed health care products Almost
about 25 miles southwest of Morgan quite a few hotels in the Miami ter, associate vp-corporate reinsur- $160 million of satellite launch insurance covers the destruction
City early Wednesday with winds Beach area," noted Dennis Smith, ance with Nationwide Mutual In- last week of an Atlas rocket that was carrying a satelhte for several
blowing at 145 mph president of loss control firm and surance Co m Columbus, Ohio cable television channels. The coverage, purchased by Hughes Com-

In the United States, Andrew claims adjuster Crawford & Co of But, msurers are expecting few munlcations to launch its $80 milhon satellite into orbit, was led by
lalled 22 people in Flonda and two Atlanta losses due to delays m cargo dell- I,loyd's of Imdon's Anel syndicate Allstate Insurance Co. can
m Louisiana Thirty-five humcane- Hohday Inn Worldwide reported very Most of those losses w11 be deduct from its income taxes the reserves set up for losses by parent
related injuries were reported in that three franchise properties-two borne by ship operators, London company Sears, Roebuck & Co on the same terms as those set aside
Louisiana, though authonties could m Flonda and one m Louisiana- underwriters say for unrelated pohcyholders, the 7th U S Circuit Court of Appeals has
not estimate injuries in Flonda suffered structural damage m the Insurers were trying to estimate ruled The decision affirms a 1991 U S Tax Court decmon that al-

Before reaching Miarm, Andrew storm Franchisees arrange their their own losses as claims began to lowed Sears to deduct premiums paid to Allstate (BI, Feb 4, 1991,
raced across the island of Eleuth- own coverages stream from the devastated areas March 13, 1989) Recent brushfires in Northern California have
era in the Bahamas, leaving four John Beltran, managing vp of St Paul is estimating a pretax caused more than $10 milhon of damage, the California Office of
dead and destroying dozens of Alexander & Alexander Service Contmued on net page Emergency Services reports So far, 82,000 acres have burned, de-

stroying more than 450 homes, 267 other structures and at least hve

Far from landfall, Andrew blows a deal commercial buildings Reliance Group Holdmg Inc plans to sell
mortgage insurance subsidiary Commonwealth Mortgage Assur-
ance Co. through a pubhc offenng of 9 1 milhon shares Reliance may

FORT WAYNE, Ind -Although condition of the other party " levels In Flonda, our wntings are retam up to a 12% Interest in CMAC after the offenng, which is
Seibels Bruce Group is m Columbia, "It was obvious to us that they further protected by a 20% quota valued at up to $250 milhon Western insurers will not bear any
S C, hundreds of miles from Hum- had exposure m the area, and for share treaty, wlth the result that losses as a result of an Aeroflot aircrash near Moscow last week that

cane Andrew's ferocious winds, the that reason we decided not to go pollcy losses sustained from Andrew lalled 70 people, confirms a spokesman for Russian insurer Ingos-
insurance holding company was forward" with the merger, a Lm- could be even more severe than strakh says AUS District Court lury decided Aug 27 not to

blown away by coln spokesman said those suffered m Hugo without ex- award damages for conscious pam and suffenng to the family mem-#Buum/* news that Lin- Amencan States estimates its own hausting our remsurance program " bers of two victims of Pan Am Flight 103, which exploded m De-
coln National aftertax losses m Florida wlll total Seibels Bruce has no finn damage cember 1988 over Lockerbie, Scotland Mortgage dehnquencies
Corp had called $13 milhon, he said Estimates for estimate, but Mr Beale said that the and foreclosures on loans held by life insurers rose to 7 27% on
off a planned ltS Louisiana exposure were not reinsurance could keep its losses average at mid-year from 623% at March 31, reports the Amencan

p#UUINT merger because available late last week below its $10 milhon net loss from Council of Life Insurance Standard & Poor's Corp lowered the
of the storm Seibels Chairman and Chief Ex- Hugo fmancial-strength rating for American Re-Insurance Co. to A from

Feanng that Seibels Bruce would ecutive Officer Sterling E Beale told Despite American States' an- AA+, reflectlng the debt the company is expected to take on follow-
sustain heavy damages stemming shareholders at a scheduled meeting nouncement, Seibels Bruce share- Ing its sale by Aetna Life & Casualty Co (BI, Aug 24) The Penn-
from the hurricane, F Cedric last week that Amencan States is holders overwhelmmgly approved sylvania Supreme Court has affirmed the Pennsylvania Insurance
McCurley, president of Lmcoln sub- not m a position "to assess the bot- the corporate merger at the Aug 26 Department's rehabilitation plan for Mutual Fire, Marine & Inland
sidiary American States Insurance tom-line impact of Andrew" on Sei- meetmg Insurance Co. The ruling affirms a lower court's order dissolvlng a
Co of Indianapolis, canceled the bels Bruce Not proceeding with the vote Mutual Fire pollcyholders' committee and affums limitations on the
$46 9 milhon merger announced in "Historically, (Seibels Bruce) has "could have been viewed as an ac- ability of reinsurers to offset mutual debts and credits with the Mu-
March (BI, March 23) very carefully considered its reinsur- knowledgment that Lincoln's pre- tual Fire estate (BI, Jan 29,1990) Cahfornia Gov Pete Wilson

Mr McCurley said m a statement ance," Mr Beale said After Hum- cipitous action in attempting to denied Insurance Commissioner John Garamendi's third appeal to
that the merger agreement allowed cane Hugo in 1989, "our catastrophe cancel the agreement was valld," overturn the state Office of Administrative Law's rejection of rules

either party to renege in light of remsurance program was adequate Mr Beale said implementing Proposition 103 rollbacks (BI, June 15)
"material adverse change in the to keep our net losses to manageable -By Sara Marley



Hurricane Andrew Insurance Co each estimates $13 million in General Accident Fire & Life Assurance

aftertax losses stemming from the humcane Corp PLC's losses "might reach the level at Bi Insurance Index
Continued from previous page While other Insurers are aware of their ex- which external catastrophe remsurance covers
loss of $100 million to $125 milhon That is posure in the stneken areas, many were unable would become exposed," said Chairman Lord 830
double its Hurricane Hugo losses The estimate to estimate their losses Airhe GA has catastrophe coverage for losses
includes all St Paul operations, including its State Farm Group will be unable to avoid a above $40 milhon, he said 810

remsurance operations big hit m southern Flonda The insurer is the Losses at Guardian Royal Exchange PLC
CIGNA Corp stands a "reasonable chance" No 1 underwnter m the state with 162% of are not expected to exceed 6 million pounds 790

of suffenng humcane losses that wall exceed the market and does not purchase remsurance ($116 million at current exchange rates),
its $50 milhon retention, though it had no es- State Farm also holds the largest market though that estimate is prehmmary, a spokes- 770
timate last week of what its losses wtll be, a share--19 4%-in Louisiana man said

spokesman said Allstate is the second4argest insurer in both Despite the heavy losses caused by the hur- 760
CIGNA carnes a net retention of $50 milhon states, with 119% of the Flonda market and ncane, msurers are confident that their rein-

per event on catastrophe risks and retains 5% 92% of Louisiana The insurer had received surance hmits are adequate 730

of the reinsurance layens above its retention, around 13,500 claims from Florida by mid- Typically, insurers buy reinsurance with
the spokesman said week and expected thousands more Estimates limits that are automatically reinstated if they _110

CIGNA late last week had received 2,000 to from Louisiana were unavailable are exhausted by catastrophe claims After
2,500 claims from commercial pohcyholders m Kemper National Insurance Cos is expect- the reinstatement, insurers then decide 690

Flonda and an "amanngly low" number of 1ng Flonda claims to outpace those from Loui- whether to purchase additional limits or go
residential claims, the spokesman said mana, where it has 12,000 pollcies in force bare for the remainder of the year

The insurer wrote only $117 million in Around 5,000 claims were handled by But, losses from previous catastrophes this
Base = 100 on Dec 29,1978

homeowners' business last year nationwide GEICO Corp adjusters last week, with more year, includmg the Los Angeles not and the Source Nordby International inc
Nationwide Mutual Insurance Co estimated expected from the apprommate 100,000 poll- Chicago flood, have not exhausted insurers' re-

that between 13,000 and 20,000 pohcyholders cyholders m the area of Flonda that Andrew insurance hmits, they say Insurance industry stocks slumped last week,

m Florida would file claims for damages of hit The insurer has around 32,000 pollcyhold- Mr Carpenter of Nationwide said the in- as the Business insurance Index fell 11 points
$40 milhon or more ers in the humcane-struck portions of Louisi- surer has not used a reinstatement of reinsur- to 805.0 on Aug. 28 from 816.1 on Aug. 21. Ad-

The largest claim filed with Nabonwide late ana ance limits this year vancing issues for the week were led by Re-

last week was $400,000 for a destroyed dental The Travelers Corp had no ftrm numbers on The Travelers spokeswoman said the msurer hance Group Holdings, up 10.0%; Chandler In-

office in Homestead, Fla claims, but a spokeswoman said the company feels ltS remsurance hmits are adequate "We surance, up 8.6%; and Frank B. Hall, up 8.3%.
Declining issues for the week followed Seibels

Nationwide is the No 3 insurer m Flonda, insures "a signiflcant number of pohcyhold- had limited exposure m the L A I,10tS, earth-
with 36% of the market, according to A M ers" m the area of Flonda devastated by the quake (BI, July 20, July 6) and Chicago flood " 11.9%;

Bruce Group, down 62.5%; Kemper Corp., down
and Liberty Corp., down 10.1%. The

Best Co It covers about 3,600 commercial humcane Its exposure m Louisiana, though, is Travelers' catastrophe losses for the first six most active issue was U.S. Healthcare, with 3.2
building and auto pohcyholders hmited months of 1992 are comparable to those for the million shares traded. The Business insurance

Nationwide unit Scottsdale Insurance Co Bntish multihne Insurers also wlll be hit same penod last year, the spokeswoman said Index was down 1.4%; the NYSE Composite
reported receiving 125 claims from pollcyhold- with storm losses, though significant losses are . was down 0.1%; the Standard & Poor's 500 was
ers in Flonda late last week and projected its not expected Thls article was based on reports by Assoclate unchanged, and the Dow Jones 30 Industrials
losses would total $12 milhon "Our best guess so far is that we wlll suffer a Editors Michael Bradford, Gaum Souter and rose 0.5%.

Nationwide does not write coverage in Inn- loss of between $10 milhon and $20 milhon," Sam J Harty, Senior Editor Dougtas McLeod,
mana Scottsdale does, but it could not esti- said a spokesman for Royal Insurance Hold- Internattonal Editor Stacy Shapiro, and Sta#
mate its losses m the state ings PLC Royal's remsurance coverage kicks Reporter Sara Martey It was wntten by News

British Issues

Lincoln National Corp and Amencan States in at $30 milhon, he added Editor Dave Lenckus 1 Week

Aug. 27 Price P/E Div Yield High-Low

Companies pence pence % pen©epen©e

Reinsurers braced for Andrew losses Comml Union 453 14/M 31 5 69 453-446

Gent Accident 405 14/M 35 7 88 417-405

Gdn RoyalExch 125 14/M 100 80 129-125

Royal 149 14/M 70' 47 149-145

By DOUGLAS MCLEOD mating insured losses from Andrew at $4 Ceding msurers typically have higher reten- Sun Alliance 228 14/M 19 0 83 228--217

and STACY SHAPIRO bilhon to $10 bilhon, probably malang it worse tions and lower catastrophe 11mlts than they Brokers

than the $42 bilhon loss from Hugo did at the time of Hugo because of widespread Bradstock 85 95 63 74 85-83

Humcane Andrew will hit the reinsurance CE HeathAndrew follows a record catastrophe toll in contraction in the catastrophe reinsurance 223 129 345 155 229-213

Hogg Group 109 66 109 100 111-109
market differently than the first half of the year, mcluding the Los market, U S and London remsurance officials JIB Group 103 76 100 97 104-103

6*U,s,aw, Hurricane Hugo did in Angeles nots and various weather-related and agree Uoydlhompson 170 170. 60 35 171-170

'aF'-ir1989, but one result wtll be flood losses Reinsurers also have more premium to cover Lowndes imbrt 229 89 168 73 233-229

the same shnnking capac- But remsurers, particularly m London, may the losses because of the dramatic rise m ca- PWS Holdings 33 38 53 161 33-33
f ity and higher rates for weather this storm better than they did Hugo, tastrophe rates over the last two years Lon- SedgwickGrp 114 89 80· 70 114-101

next year's catastrophe re- which tnggered several insurer failures and don underwriters report that U S property ca-
Steel BrrIJones 171 85 177 104 171-170

newals
Willis Corroon 156 98 176 113 156-144

shut down many Lloyd's of London syndi- tastrophe reinsurance rates have lumped 100%
Remsurance executives last week were esti- cates Continued on nert page BourEe Ph,lip Olsen. London * Est,mated

Bi Industry Stock Report
AUGUST 24,1992 THROUGH AUGUST 28,1992

BROKERS
Weekly Year to Date Annual MI(VBk Weekly Year to Date Annual Mkvek

Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value Pnce % change % change High low Vol (000) $ Div % Yield P/E Book value value

Alemnder & Alexander NYS 2525 576 23.17 25 25 18.00 314 100 3.96 105 13.10 1 93 Mutual Risk Mgmt Ltd NYS 30.75 428 12.46 3775 2225 40 024 078 19

Gallagher Arthur J & Co NYS 2600 400 1620 2600 1900 63 064 246 19 588 4 42 NAC Re Corp OTC 3050 517 317 3300 21 75 219 0.16 052 14 1890 161 ,

Frank B Hall NYS 325 833 2353 550 325 468 000 000 3 1.95 1 67 National Re Corp NYS 2025 122 N/A 2363 1700 50 012 059 11 N/A N/A

Hilb Rogal & Hamlton NYS 14.13 273 660 1550 1100 34 040 283 22 356 3 97 Navigators Group OTC 3050 758 2561 4825 3050 57 0.00 0.00 17 13 52 226

Marsh & McLennan NYS 8288 4.57 184 8375 7000 443 268 323 19 2800 296 Nobel Insurance LTD OTC 4.50 2.70 1250 600 350 109 000 000 3 7.76 058

Poe & Associates OTC 1150 000 4.17 1600 1125 24 040 3.48 15 282 408 NWNL Companies NYS 4113 0.60 32.13 43 75 22.13 37 148 360 12 6265 0.66

BROKERS AVERAGE 42 34 23 25 Ohio Casualty Corp OTC 6325 0 40 27.78 6325 4350 106 268 424 10 1800 351

CONGLOMERATES & HOLDING COMPANIES Old Republic Intl NYS 2063 248 1620 2250 1500 219 0.40 194 8 3309 062

Oion Capital Corp NYS 36.13 6.47 1423 39.50 27 38 13 092 255 6 43.50 083

Berkley W A Corp OTC 35.13 036 1516 36 25 23.50 118 0.36 102 12 36.95 0 95 Phoenix RE Corp OTC 1075 2.27 238 1225 850 129 0.20 1.86 22 1330 081

Berkshire Hathaway Inc NYS 917500 Provident Life OTC 2725 000 1720 2800 1800 0 000 000 39.50 0.69

161 1 38 9175 00 254 69 1 000 000 31 727000 126 Re Capital Corp ASE 1250 385 1304 1638 1250 30 0.24 1.92 15 1607 0.78

ITT (Hartford Group) NYS 6613 075 14.50 7063 5000 1296 184 2.78 18 11205 0 59 Rehance Group Holdings NYS 550 1000 3333 588 350 108 0.32 582 3 640 086 ,
Sears (Allstate) NYS 41.75 0.60 1023 4800 3250 2486 200 479 11 34 SO 121 RLIInsurance Corp NYS 2075 178 2576 21.38 1450 5 052 251 9 1441 144

CONGLOMERATES AVERAGE 03 103 21 t8 St Paul Companies NYS 72.63 051 034 80 75 57.13 423 272 3.75 7 8660 084

INSURERS/REINSURERS
SAFECO Corp OTC 51.88 048 641 5338 36.13 1548 164 316 14 5165 100

SCOR U S Corp NYS 1500 551 244 1888 1313 8 0 28 1.87 8 1119 134

AEGON N V NYS 38.63 Se,bels Bruce Group OTC 2.25 6250 5909 875 225 743 036 1600 1 1060
334 1036 38 63 28.69 12 114 2.95 7 N/A WA

021 K

Aetna ble & Casualty NYS 3888 281 Selective Ins Group OTC 21.25 000 2687 2350 1525 35 1.12 527 9 3075
11.65 47 00 31.88 1464 2.76 7.10 12 8760 044

069

Allied Group Inc OTC Statesman Group Inc OTC 675 6.90 1739 8.13 4.38 330 000 000 3 248 272
2525 098 4853 2625 1625 87 064 253 8 1985 127

American General NYS 4850
Tok,o Marine & Fire OTC 49.88 584 3.16 5525 3225 21 000 000 7093 070

300 899 50 38 39.00 770 2.08 4.29 11 6000 081

American Heritage Life Ins NYS Torchmark Corp (s) NYS 4650 792 20.52 5050 32.75 686 104 2.24 14 4095 114
31.25 1.57 2 Ott 3225 21.28 7 084 269 15 N/A N/A

American Indemnity/Fin I OTC
Transamenca NYS 4225 1.46 596 46 75 35.13 273 200 473 21 55.00 077

575 000 2105 9.25 4.50 25 008 1.39 8 1293 0.44

American International NYS Transatiant,c Holdings NYS 35.75 4.03 8.04 39 63 29.00 223 0.24 067 11 1838
9600 186 241 99 38 78.63 1639 056 058 13 9930 097

195

Aon Corp NYS 45.00 Traveler s Corp NYS 2050 296 5.20 23.75 1725 1106 1.60 780 9 5900
3.23 1356 4975 3475 184 1.68 373

035
11 3970 113

Argonaut Group OTC Trenwick Group Inc OTC 2925 043 263 3075 2300 81 080 274 10 21.71
2850 -0.87 2000 30 25 21.75 14 084 295 8 2096 1.36

135 1

AVEMCO Corp NYS 2338 United Fire & Casualty OTC 3950 6.51 31 67 42 25 28.34 8 100 253 8 3539 112
459 650 28 00 21 50 12 040 1.71 22 9.55 245

Baldwin & Lyons Inc OTC
Until OTC 3575 205 000 3850 31.00 93 120 336 13 3723 0.96

3300 3.13 28.16 3300 2300 0 048 1.45 8 2429 1.36

Chandler Insurance OTC UNUM Corp NYS 4325 -086 679 4500 2881 340 064 1.48 13 37.70 115
4.75 857 46.15 763 2.13 42 000 000 37 595 080

Chubb Corp NYS 7675 250
US Facilities Corp OTC 950 256 36.13 1900 8.25 29 000 000 7 958

032
099 ?

7863 6075 946 1.60 208 12 7295 1.05

CIGNA Corp USF&G Corp NYS 11.63 882 6034 1500 563 2767 0.20 1.72 13 1230
NYS 5088 1.45 1677

095 1
6175 4175 554 304 598 11 11715 0.43

USLICOCorp NYS 1763 -070 -473 2038 1700 16 100 567 19 3315
CNA Financial Corp NYS 88.75 139 944 10450 78.50 84 0 00 0 00 9 70.23 126

053

Continental Corp NYS USLIFE Corp NYS 48.88 0.76 209 5250 3850 76 168 344 10 8455 058
31.38 599 1357 34.75 2325 725 260 829 21 4000 078

EXEL Ltd NYS Washington National NYS 21 88 223 37.80 23.13
3600 1.37 400 4025 2975 549 092 2.56 8 N/A

1400 88 1 08 494 55 3350 065 
N/A

Fund American Corp NYS 6800
Zenith National Ins NYS 1763 0 71 4.44 1950 1375 84 100 567

1.09 2.68 70.50 6250 52 068 100 18 36.11 188
13 14 1 34 

Fremont General Corp OTC
INSURERS/REiNSURERS AVERAGE 24 71 33 109

24.50 0.00 0.51 2600 1700 43 1.00 4.08 6 4555 054

Frontier Insurance Group NYS 3625 102 3426 4050 2191 27 060 1.66 13 2665 136 HEALTH MAINTENANCE ORGANIZATIONS
Gainsco Inc ASE 1888 1.34 3482 2063 1084 41 004 021 19 3.37 560

General RE Corp NYS 90.13 480 11.53 10475 7750 1756 180 200 12 7865 115 FHP International OTC 1775 2.74 2456 2000 9.88 450 000 000 15 1550 115

Guaranty National Corp NYS 1775 2.16 2241 1825 1263 22 048 270 12 N/A N/A HMO America Inc OTC 1550 000 746 2488 963 308 000 000 16 0 61 2541
Hanover Insurance Co OTC 4000 184 11.89 42 75 27.13 149 0.44 110 10 3744 107 Pacificare Health Sys OTC 34.25 -072 1329 3600 1075 183 000 0.00 21 2825 1.21

Harleysville Group OTC 2113 060 0.59 2375 1675 41 064 303 8 2299 092 Safeguard Health Enter OTC 7.25 000 2267 14.75 588 182 000 000 10 353 205
Hanford Steam Boiler NYS 5750 0.22 000 5875 45.13 48 200 348 17 3550 162 Serra Health Services ASE 24.75 532 3378 27 50 1238 183 000 000 13 178 1390
Kemper Corp NYS 21 38 11 86 4393 46.13 21.38 914 092 430 9 5000 0 43 United Healthcare Corp NYS 8725 113 1711 9525 4025 325 003 003 31 4360 2.00

Lawrence Insurance Group ASE 938 260 1573 11.13 700 3 048 5.12 21 4.71 199 United Medical Corp ASE 750 323 714 875 588 1 020 267 42 8.79 085

Liberty Corp NYS 2663 10.13 2034 3288 2013 71 048 180 11 2935 091 U S Healthcare OTC 5600 136 3494 57 75 21.25 3197 056 1.00 25 20.55 2.73
Lincoln National NYS 62.13 1.58 1347 6600 4700 850 292 470 11 8100 0.77 HMOs AVERAGE 01 93 05 21

Markel Corp OTC 24.75 660 1250 28 25 17.75 17 000 000 6 1559 159 ALL COMPANIES AVERAGE 03 75 28 13

System des,gn Nordby Inte:national tne .
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Reinsurers react based reinsurance broker Sedgwick
Payne Ltd "I don't think it's a cata- Adjusters sent to storm areastrophic loss from a London per-Continued from previous page

slnce 1989 spective "
Catastrophe aggregate reinsur- A computenzed humcane's as- It also chartered a plane to de- pany, it has to be a life-threatening

In London, the virtual disappear-ance of the London market excess_ ance exposure m London has fallen sault on southern Flonda and Lou- liver computer equipment, phones, situation for anyone to be let in," aof-loss reinsurance "spiral" that ex- by about one-third since 1989, said imana readled Contmental Insur- facsimile machines and office fur- Travelers spokeswoman saidisted in 1989 also means that ca- Philip Heithnger, manager, non- ance C o to respond to the mture for the Orlando office that But, once claims personnel reachtastrophe losses should be better marine for Enghsh & Amencan In- devastation Andrew wreaked last Continental set up as a stagmg area the ravaged area, fmding policy-
spread around the market, un_ surance Co Ltd

week for its activities m southern Flonda holders' property is not easy, she
"The feeling is that much more ,Fr"S•01,6,-- Two weeks be- Fifty more adiusters were on notedderwriters say

Hurricane Andrew may also hit of Andrew's losses wall be retained A'·me--- fore Hurricane standby for duty m Louisiana or "We know where the properties

fewer ceding Insurers than Hum- by U S cedants," Mr Heitlinger Andrew battered Texas are that we insure," she explained

cane Hugo did, further limiting said "London may be praying that's the two states, Other insurers and loss control But, "It's almost impossible to find
true " Contmental iron- firms also sent armies of adjust- the property" because street signs

losses to reinsurance companies,
some observers add If every Lloyd's property catastro- ically tested its ers into Flonda early last week and have been blown away

Personal lines losses wlll comprise phe pollcy-insurance or reinsur- preparedness for Just such an event reached others for duty in Louisi- But the difficulties dld not pre-a large part of Andrew's total ance-ls hit by Hurricane Andrew, as part of 1ts catastrophe response ana More than 1,500 adjusters had vent the adjusters from marchingclaims, and two insurers-State the total gross loss to the market is program The Insurer used a com- arrived in southern Florida last into the disaster area, ready to takeFarm Mutual Automobile Insurance likely to be $12 bilhon, said one puter program to direct a mock hur- week to join those permanently charge of the claims process
Co and Allstate Insurance Co - Lloyd's property underwriter ncane, Adam, along a path stnk- based there, according to the In- By midweek, Kemper National

have large shares of the Florida Claims in the manne and aviation mgly similar to the one Andrew suranee Information Institute Insurance Cos had sent 40 to Flor-

market markets could add another $400 would later take State Farm Group sent 350 ad- ida

State Farm buys no catastrophe milhon, he said The dnll turned out to be good justers to Jom 200 permanent work- Allstate Insurance Co deployed

reinsurance, while Allstate has ca- Most syndicates have big reinsur- practice for the real thing
ers in the stncken Flonda area And an advance team of 30 adlusters to

tastrophe hmits of $250 milhon ex- ance programs, though His syndi- It pointed out measures the in- 100 more adjusters were on call for Flonda, while 100 others waited on
cess of a $150 milhon retention, sev- cate, for example, would only retain surer should take, like testing assignment to Louisiana standby And, 125 more waited for

12% to 15% of the worst-case sce- backup computer systems in the Nationwide Group sent 141 ad- calls to go to Louisianaeral relnsurance brokerage sources nario for Andrew Very little Lloyd's areas that Andrew eventually tore
say

lusters to Flonda Among the Allstate standbys are

Flonda also has a number of local syndicate remsurance is placed with through rrr/Hartford Group Inc sent ap- retired adjusters who have agreed

insurers wntlng substandard auto other syndicates Also as part of the dnll, Conti- proximately 100 claims representa- to work if needed
business with httle or no catastro- "The gross loss to London wlll nental actually located office space tives to the state Crawford & Co dispatched 250

phe reinsurance, according to sev- be a great deal less" than from m Florida where the insurer could Aetna Life & Casualty Group, as adjusters to southern Florida and
eral brokers Hugo, said Denms Purlass, chief ex- base personnel sent to respond to a well, dispatched 100 adiusters to placed 70 other adjusters on standby

Meanwhile, the damage in Flonda ecutive of Lloyd's underwriting catastrophic hurricane Florida and the same number to for duty lin Louisiana

and Louisiana w111 probably be con- agency Merrett Holdings PLC "Andrew was so similar, we just Louisiana Among those were adiusters from

sidered one event under the 72-hour "The net loss will be higher, but went back and got the addresses" The Travelers Corp sent 80 ad- its International operations For ex-clause m most catastrophe pro- there will be a better spread and for offlces that were identlfled dur- ditional adjusters and claims per- ample, approximately 30 adjustersthere are higher retentions and de- mg the dnll and rented the space sonnel to southern Flonda imme- from Crawford affiliate Graham
grams

Dis would mean that ceding m- ductibles " to handle claims stemming from diately after the Storm Kller International were flown in

surers would pay out one retention Merrett's syndicates also wlll be Andrew, said Mike Riney, senior vp Adjusters on the scene m Flor- from Ireland, the United Kingdomand use their remsurance programs better off now than in 1989 because of claims in the insurer's Cranbury, ida last week found they were and other European countries, said
only once, rather than absorbmg premiums are higher, he added N J,offlce among the few people allowed to Dennis Smith, president of both

two retentions and using their cov- Meanwhile, U S ceding com- After Andrew stormed through enter the disaster area of southern companies
erage twice as they did when Hugo panies are starting to seek quotes Flonda, Continental sent 100 ad- Flonda. GAB Bumness Services Inc sent

swept through the Canbbean and for second reinsurance remstate- iusters to the state to lom those "Unless they can show they are 90 adjusters to Florida
then the United States ments to last them until renewals already there affiliated with an Insurance com- -By Michael Bradford

Each U S ceding company buys Few insurers have been hit badly
property catastrophe reinsurance enough by first-half Catastrophes for
for one event plus a reinstatement m HuI'rlcane Andrew to exhaust their

For#he Record
case another event occurs dunng the reinstatements and leave them bare,

several sources agree Most insurersyear

Nearly all these remsurance pro- will stlll have one remstatement left
agency was liable as well to 100%, 19% reported increases

grams define all losses occurring after paying Andrew claims if the Suit against Navistar Although Friedman Benjamin of 100% to 300%, 5% did not
is insured against libel by Sea- know how much costs increased

within 72 hours as a single event storm 15 considered a single event protests benefit cuts board Surety Co of New York,
Once a ceding insurer blows Nevertheless, with the U S hum-

Asked the top reasons for the

through its catastrophe 11mits on a cane season just beginning and DAYTON, Ohio-A group of Wilkinson Sword would be re- rising costs, managers said medi-smgle event, the msurer has to re- months to go before renewals, some unions and retirees is suing to sponsible for any damages be- cal cost increases, more frequentcause of a standard contractual inluries and excessive medical
tam the remaining losses insurers may look into "third-event prevent Navistar International

Most underwnters belleve Hum- covers" Corp from cutting retiree health agreement between the agencY care
cane Andrew Mll be measured from "When you get hit this hard at the benefits

and its client, said Jeffrey Avi- The survey findings are re-

its landfall m Florida Monday to its letter A, you've got to wonder what's The suit was filed Aug 21 in son, vp of Wilkinson ported in the July/August 1SSUe

landfall in Louisiana Wednesday golng to happen when you get to C," federal court here and seeks of "Compensation & Benefits

and thus be considered one event, observed Edmond F Rondepierre, class-action status It asks the Gillette Co vs Witkinson Sword Review," an AMA publication
smce most U S Insurers aren't m- senior vp and general counsel with court to direct the Chicago- Inc and Friedman Benlam:nvolved m underwriting m the Ba- General Reinsurance Corp in Stam- based truckmaker to continue Inc, US District Court for the Managed care found
hamas where Andrew first hit ford, Conn providing the lifetime benefits Southern District of New York,

89 Civ 3586 to lower drug costs
Though some reinsurers might These reinstatements, though, wlll required by the company retire-

prefer Andrew to be considered two be expensive, if they are available at ment plan and various collective WASHINGTON-State laws

events to make cedlng companies all bargaining agreements Texas regulators launch regulating mail-order pharma-
absorb two retentions, "I really "My guess is it will be very hard Plaintiffs include the United new computer system cies and pharmacy preferred

don't think thls is a matter of choice to come by," Mr Mosca said. "Those Auto Workers and the Interna- provider organizations will drive

or interpretation," said Mark Mosca, prices wlll be extremely high and tional Assn of Machinists AUSTIN, Texas-The Texas up prescription drug costs, ac-

vp and manager of treaty reinsur- capacity wlll be extremely short " Their suit comes less than a Insurance Department is one of cording to a new study by The
ance for NAC Reinsurance Corp in "I don't think the capacity's there month after Navistar sought the first states to begin using a Wyatt Co for the Health Insur-
Greenwich, Conn to buy another reinstatement," court permission to cut the bene- new, computer-based approach ance Assn of America

Some reinsurers wlll suffer sen- added Mr Purkiss of Merrett "It fits (BI, Aug 3) for quicker identification of fi- Big, centralized mail-order

ous losses from Andrew may be, but at an exorbitant pnce " nancially troubled insurers pharmacies, which buy huge

Berkshire Hathaway Inc -a Renewals will probably be un- Ad agency held liable Regulators will use informa- quantities of drugs from manu-
maior player m the catastrophe re- pleasant for ceding companies m the for client's ad claims tion from a computerized data facturers, on average fill pre-

base to help in early detection scriptions for about 13% lesstrocessional and remsurance market wake of Hurricane Andrew, rem-
since Humcane Hugo-wall suffer surers and brokers agree NEW YORK-Wilkinson and correction of financially than the wholesale price, while

"a very substantial net loss," ac- "Potentially, the retrocessional Sword Inc and 1ts advertising troubled insurers retail druggists on average

cording to Alit Jam, president of market could be completely dead at agency Friedman Benjamin Inc Insurance Commissioner Geor- charge 8 25% more, said Dr

the reinsurance division year-end," said Dwight Evans, se- will appeal a federal court decl- gia Flint said she expects Texas' Roger Taylor, Wyatt's national
Those losses could eamly be many niorvpwith F&GRe Inc, a USF&G sion awarding $953,000 to the system to become a national health care practice leader

tens of millions of dollars "We Corp unit m Momstown, N J Gillette Co for libel stemming model for effective insurance In all, the study says, managed
might be one of the biggest people Lost retrocessional protection and from "willfully false advertis- regulation care programs can cut prescrip-

wnting net checks on this loss," he general tightening m the catastro- ing" claims about a Gillette tion drug costs 25%, or about

said "It's going to be a big num- phe remsurance market could cut razor
Medical care boosts $125 per year on average for a

ber " capacity by one-third for Jan 1 re- This court decision marks the workers comp costs retiree over 65

Most of Berkshire Hathaway's ca- newals, Mr Evans said first time an advertising agency State regulation can ]eopar-

tastrophe business is retrocessional "It's defmitely going to further has been held lointly and se- NEW YORK-Excessive medi- dize such savings, according to
coverage rather than remsurance, tighten the catastrophe market," verally liable with its client in cal care and more frequent in- Wyatt
though lt plans to focus on reinsur- agreed Paul R Davies, chairman of this type of case juries are two key reasons for Some states require centra-

ance m the future, he added Aon Reinsurance Agency Inc in The Aug 18 decision in the rising workers comp costs, finds lized mail-order firms to meet
Other reinsurers, though-partic- Chicago U S District Court in New York a new survey conducted by Wil- their licensing requirements or

ularly those m London-may fare Reinsurers were hoping for "a initially came down in January liam M Mercer Inc for the to open a pharmacy within their
better than they did after Hugo nice quiet year, and it isnotgoing to 1991 against both companies, but American Management Assn borders, according to the study

The London market "is in far bet- turn out that way, obviously," said damages were only awarded More than half of the 177 man- In addition, some states are con-
ter condition than m 1989 because Steven K Bolland, senior vp wlth against Atlanta-based Wilkin- agers polled, 57%, said their or- sidering rules like a requirement
the (LMX) spiral is not as sigmhcant Gill & Roeser Inc m New York son But, after reconsideration, ganization's workers comp costs that a pharmacy PPO accept any
and retentions have gone up," said "It's not a good start," he com- Judge Kimba M Wood this increased 50% or less since 1987, retail druggist in the network
Jim Payne, chairman of London- mented • month said the New York ad 19% reported increases from 50% that meets certain criteria .
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your size,
we'll treat you
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At Prudential Re,
we are interested in

doing business with

you. And unlike some

companies, if you team

up with us, we won't

throw our weight around.

Instead, we'll work side by

side. We'll share our experi-
ence with you. To help you

fine tune your reinsurance

program and make it even

more profitable - just as

we've refined our operations

to make them more respon-

sive to your needs.
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Whatever your needs, we
won't give you one-size-
fits-all solutions.

We'll tailor solutions

to fit you. We do this
because we know we

will both benefit from

it in the long run.

And we're looking for

relationships that will be
long running.

So before you get into
another fine mess, call

Prudential Re.

Prudential Re ;
The Reinsurer of Choice

Available directly or through an intermediary.
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Webster
wasn't

kidding

Daniel Webster said, 'The past at least
is secure. But we know the future is

another matten

At Duncanson & Holt, we create inno-

vative reinsurance products to meet
the demands of an ever-changing
world. Over the last 25 years, we've

built a reputation for financial security,
integrity and sound management. Our
strength has made us the largest acci-
dent and health reinsurer

in North America, with over $350

million in earned premium and a

per occurrence capacity of $70
million. And that's security you can
build your future on.
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Duncanson & Holt Group

Atlanta, Chicago, Dallas, Hartford, London,

New York, Philadelphia, Portland (Me),

San Francisco, Seattle, Singapore, Toronto

1

i..&#*0,

$

% - I..>e

%%

f

J

*

f


