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Teale sentenced to 17 years
in prison for insurance scams
MOBILE, Ala.-A federal judge last week

sentenced insurance con man Alan Teale to

more than 17 years in prison and his wife
Charlotte C. Rentz to 13 years for carrying

out a massive insurance fraud conspiracy.
U.S. District Judge Richard Vollmer Jr.
far exceeded prosecutors' recommendations
of 10 years for Mr. Teale and 61/2 years for
Ms. Rentz, suggesting at the Thursday
hearing that the recommended sentences

were too lenient.

Crain Communications Inc. All fights reserved

Appearing contrite, Mr. Teale was quoted

Continued on next page

Texas court limits bad faith suits

Supreme Court places limits on claims by non-policyholders

By MICHAEL SCHACHNER

AUSTIN, Texas-Thanksgiving
came a day early for insurers
when the Texas Supreme Court
ruled that state law does not per-
mit injured third parties to sue in-
surers for bad faith without first
obtaining a summary judgment
against the policyholder.

Texas property/casualty insur-
ers say the Nov. 24 ruling will
save them billions of dollars in lit-
igation and settlement costs over

the next decade.

All types of premiums could

have risen, they say, had the high

court not overturned Kathleen D.
Watson us. Allstate Insurance Co.,
a 1992 appeals court ruling grant-
ing third parties a direct cause of
action against insurers for unfair
claims settlement practices.

That unexpected ruling tempo-
rarily made Texas, a heavily-pop-
ulated state with a reputation for
having a very unpredictable and
often consumer-oriented tort sys-
tem, one of the few states to per-
mit third-party bad faith claims

directly against an insurer.
Insurers claimed that such di-
rect causes of action severely
compromise their commitment to
policyholders by pressuring them
to possibly settle with a third
party instead of fully defending
the policyholder against the
claims brought by the third party.
They also alleged that it would
create a field day for plaintiffs’
lawyers who would tack insurer
bad faith claims onto every negli-
gence suit against policyholders.

Big auto insurers like State
Farm Mutual Automobile Insur-
ance Co. and the United Services
Automobile Assn. filed amicus
briefs supporting Allstate.

Along with Allstate, they as-
serted that the Texas Legislature
twice in the past eight years had
opportunities to expand Texas in-
surance law to allow third-party
bad faith claims, but did not in
order to protect the integrity of
the insurer-policyholder relation-
ship.

No day in the sun for NAIC?

Regulators say Hawaii meeting won't play in Peoria

By MEG FLETCHER

HONOLULU Several image-
conscious state insurance regula-
tors aren't bidding "aloha" to the

first National Assn. of Insurance

Commissioners' meeting ever to
be held in Hawaii.

While regulators flocked to last
year's winter meeting in Atlanta,
public perceptions of Hawaii as a
vacation paradise destination
prompted several commissioners
either to not personally attend
this week's meeting or to reduce
the number of staff members at-
tending.

For good reason: A Snow Belt
commissioner likely fears that
pictures of a state official in ca-
sual clothes amid balmy breezes
and palm trees won't play well in
a frosty home state.

Discounted air fares, pre-season
room rates and other NAIC cost-

cutting measures apparently did
little to ease these commissioners’

minds. Neither did the prospect of
133 business sessions.

Only 34 insurance commission-
ers and 214 insurance department
staff members were expected to
attend this week's meeting at the
Hilton Hawaiian Village. Those
figures represent a drop of nearly

50% from the Atlanta meeting
which drew 60 commissioners

from U.S. states and territories
and 405 staff members.

Overall attendance at this year's
winter meeting including insur-
ers, lobbyists, attorneys and oth-
ers was off by only about a third
to an expected 1,116 this year,
down from 1,721 in 1992.

"Generally, I'm not comfortable
going to a meeting in Hawaii in
December,” said North Dakota

Insurance Commissioner Glenn

Continued on page 50

Firms continue to cut reti ree health plans

, By MARK A. HOFMANN

/ Well before President Clinton

proposed relieving employers of
some- retiree care health obliga-
tiohs, more and more companies
started taking matters into their

- own hands to reduce their liabili-

ties.

Employers continued to cut re-
tiree health benefits during 1992,
or at least shift some of the costs
to retirees, according to a survey
to be released today.

Only 52% of the employers sur-
veyed offered coverage to retirees
under the age of 65, down from
56% in 1991 and 60% in 1990, A.
Foster Higgins & Co. Inc. reported
in its annual retiree health bene-
fits survey. Employers also con-
tinued to cut back on coverage for

Retiree health burden grows
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Medicare-eligible retirees over
age 65: 46% offered such coverage
last year, down from 49% in the
1991 survey and 54% in 1990.
Employers also tried to control
rising retiree health costs through
increased cost-shifting and
through measures like tighter
controls on prescription drug cov-
erage, reported Foster Higgins,
which polled 2,448 employers, in-
cluding about half - the Fortune

500 and 47 state governments.
"l think the whole issue of re-

tiree medical benefits is one that
never will be done," said Patricia
Wilson, principal in Foster Hig-
gins' Philadelphia office and na-
tional practice leader for retiree

health care consulting.
Even though President Clinton
Continued on page 52

Opposing that position were the
Texas Department of Insurance
and the state's insurance con-
sumer protection agency. In
briefs, both agencies argued that
injured third-parties are virtually
powerless to obtain fair settle-
ments when they cannot sue a
clearly liable policyholder's in-
surer for bad faith settlement
practices without first winning a
judgment against the policy-
holder.

Continued on page 63

Reinsurers

foresee few

changes in
U.S. market

By JUDY GREENWALD

With no significant market
changes in sight, U.S. reinsurers
are unhappily resigning themselves
to the current conditions.

Despite some filming in property
reinsurance rates, casualty pricing
generally remains soft and will
continue to be during year-end re-
newals, reinsurers report.

"We don't really see much
change happening," said N. David
Thompson, president and chief ex-

ecutive officer of North American

Reinsurance Corp./Swiss Reinsur-
ance Co. in New York.

"There isn't any significant
change other than the obvious ef-
fects of last year's events on both
catastrophe cover pricing and
property business that is consid-
ered exposed to cat losses, both of
which have reacted quite strongly.
But other than that, | don't believe
we're seeing much of a change.
We're all sounding like a

Continued on page 61
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Teale, Rentz get stiff sentences

Continued front previous page
explaining to the judge, "I have a longstanding Christian belief that
somehow got lost."

Mr. Teale and Ms. Rentz pleaded guilty in August to charges of us-
ing a network of shell companies to defraud thousands of policyhold-
ers out oftbns of millions of dollars (Bl, Aug. 9; Jan. 25).

They separately pleaded guilty at last week's hearing to racketeer-
ing charges brought by federal prosecutors in Philadelphia, who ac-
cused the two of driving World Life & Health Insurance Co. into in-
solvency with fraudulent reinsurance placements.

Judge Vollmer sentenced Mr. Teale to 120 months on the Mobile
charges and 87 months on the Philadelphia charges, with the sen-
tences to run consecutively. Ms. Rentz received 78-month consecutive
sentences in each of the cases. Neither will be eligible for parole.

Mr. Teale was also ordered to pay $50 million in restitution to vic-
tims. While Mr. Teale earlier agreed to forfeit his assets, prosecutors
will probably collect less than $2 million, a "drop in the bucket" com-
pared with the proceeds of the fraud, said Assistant U.S. Attorney Ri-
chard Moore. He said he hopes to collect more money from co-con-
spirators in Mr. Teale's scams.

Mr. Teale and Ms. Rentz are cooperating with prosecutors and sev-
eral additional indictments are expected.

Meanwhile, insurance executive Norman Bramson has pleaded
guilty to a conspiracy charge for his role in operating a network of
fraudulent offshore medical malpractice insurers, including Casualty
Assurance Risk Insurance Brokerage Co. of Guam and Trans-Pacific
Insurance Co. (F.S.M.) of Micronesia.

Several others have already been convicted in the scam, including
Mr. Bramson's son |,eonard (Bl, May 4, 1992). Another son, Martin,
jumped bail in 1991 and is stiM a fugitive.

Norman Bramson faces five years in prison and a $250,000 fine
when he is sentenced in federal court in Baltimore Feb. 15. Also a fu-
gitive since 1991, he was arrested in La Jolla, Calif., in July after he
was featured on the television program "America's Most Wanted."

Property/casualty net up 81%

NEW YORK-U.S. property/casualty insurers' nine-month net in-
come rose 81.4% to $12.7 billion from $7 billion last year, which was
marked by recoki catastrophe losses, the Insurance Services Office
Inc. and the National Assn. of Independent Insurers Ipport

Net income for 24 major property/casualty insurers surveyed by
Business Insurance increased 36.2% (BIl, Nov. 22). The I[I/NAII fig-
ures are based on reports from companies that account for 96% of
U.S. property/casualty business.

Underwriting losses for the nine-month period decreased 32.1% to
$15.9 billion from $23.4 billion. Net investment income, however, also
decmased 5.1%, to $24.1 billion from $25.4 billion.

Net written premiums increased 4.9% to $181.7 billion from $173.2
billion, while surplus increased 9.2% to $176.1 billion from $161.3 bil-
lion. The combined ratio improved to 108% from 113.2%.

Hughes coverage suit revived

SAN FRANCISCO-A federal appellate court has given Hughes
Aircraft Co. a second chance to try to force its insurers to pay at least
part of an $85 million settlement over water pollution in Tucson, Ariz.

In a 3-0 decision, the 9th U.S. Circuit Court of Appeals on Nov. 26
found that a federal judge should not have granted complete sum-
mary judgment to Hughes' three insurers, thus permitting the compa-
ny's claim for coverage to be reinstated.

About 2,400 Tucson residents sued Hughes in 1985 for allegedly
discharging trichloroethylene into unlined ponds that seeped into un-
derground wells. The EPA did not list the solvent as a pollutant until
the late 1970s, more than 20 years after the discharges began.

Hughes agreed in 1991 to settle the claims for $85 million, but its
insurers-underwriters at Lloyd's of London, Hartford Accident & In-
demnity Co. and Insurance Co. of North America--sought a court
declaration that they were not obligated to provide coverage.

In a series of 1991 and 1992 rulings, U.S. District Judge William D.
Browning granted summary judgment for the insurers for policies in
effect between 1956 and 1985 that contained the pollution exclusion.

While the 9th Circuit agreed that insurers on the lisk between 1974
and 1985 should be granted summary judgment based on the pollu-
tion exclusion, it said Judge Browning erred in denying coverage to
Hughes under earlier policies. The pollution exclusion was introduced
in comprehensive general liability policies in 1974.

Keene files for Chapter 11

NEW YORK-Keene Corp. filed for Chapter 11 banlcruptcy late
Friday after an appellate court stymied its plan to settle all pending
and future asbestos personal injury claims through a limited fund.

The Dec. 1 ruling by a three-judge panel for the 2nd U.S. Circuit
Court of Appeals throws a major wrench into Keene's efforts to avoid
bankruptcy and settle about 100,000 claims. Keene is seeking a re-
hearing before the full 2nd Circuit.

Lawyers for some asbestos victims oppose such mass settlements
and say the Keene ruling calls into question whether two other pro-
posed settlements will withstand judicial scrutiny. One settlement in-
volves the Center for Claims Resolution and two leading plaintiMs' at-
torneys (Bl , Jan. 25); the other involves CNA Insurance Cos., Chubb
Corp. and Fibreboard Corp. (Bl, Sept. 6)

The court ruled that U.S. District Judge Jack B. Weinstein over-
stepped his constitutional authority by forcing claimants to settle
when Keene, which has less than $100 million in assets, never as-
serted that it would be harmed by refusing to settle with claimants.

Updates continued on page 62

California firms optimistic
about workers comp rules

By LOUISE KERTESZ

LOS ANGELES-California
businesses say they are encour-
aged that perceived problems
with regulations implementing
the state's new workers compen-
sation law will be ironed out be-
fore final regulations are issued.

But the proposed changes to the
ailing system are so massive that
even close observers are uncertain
how it will all play out.

"There are still a lot of un-

knowns," noted Ed Woodward,

president of the insurer-supported
California Workers Compensation
Institute in San Francisco.

Casey Young, administrative di-
rector of the state's workers com-
pensation division, last week
pledged to issue final regulations
early next year.

"My timeline is Jan. 1, though |
can let (some of them) slip," he
said in an interview at public
hearings last week that drew
scores of witnesses and hundreds
of observers over four days.

That pace worries some workers

comp insurers. "We're talking
about quantum changes. There's
no need for this rush to judg-
ment,” said Alan Webb, vice
chairman of the CWClI.

Several of those testifying con-
tended that flaws in the proposed
regulations would squelch any po-
tential savings. Among the big
problem areas are medical-legal
evaluations, caps on job counsel-
ing costs in vocational rehabilita-
tion programs, and the use of so-
called Health Care Organiza-

Continued on page 59

Superfund reform action

As administration meets, industry floats new liability idea

By JERRY GEISEL

WASHINGTON-Clinton ad-
ministration cabinet officers, their
deputies and other top officials
were meeting Friday afternoon to

try to agree on a set of recommen-
dations to send to President

Clinton to overhaul the federal Su-
perfund program.

The Treasury Department and
other agencies support broad re-
forms, including the elimination of

both retroactive and joint and sev-
eral liability (BI, Oct. 11). How-
ever, other agencies do not favor
major changes in Superfund's lia-
bility provisions.

Meanwhile, a new draft proposal
for assessing cleanup responsibil-
ity, dubbed the "hybrid" approach,
was being discussed last week in
insurance and chemical industry
circles as a replacement for joint
and several liability under the cur-

rent statute.

The proposal envisions that cur-
rent Superfund taxes, such as those
on certain chemical products,
would be retained but would be
augmented by a new tax on insur-
ers. The tax would be designed to
raise about $300 million a year.

Under the proposed hybrid ap-
proach, liability for cleanup costs
at sites on a national priorities list
would be apportioned through a
multi-step process.

Continued on page 62

Injured worker can take leave rather than light duty

Return

By DEBORAH SHALOWITZ

WASHINGTON-The federal
Family and Medical Leave Act
prevents employers from requir-
ing temporarily disabled workers
to return to work at "light-duty”
jobs if the workers would rather
take unpaid medical leave, a La-
bor Department official says.
FMLA regulations "provide
that if FMLA entitles an employee
to leave, an employer may not, in

to work obstacle

lieu of FMLA leave entitlement,

require the employee to take a job
with a reasonable accommoda-

tion,"” wrote Maria Echaveste, an
administrator in the Labor De-
partment's wage and hour divi-
sion, in an advisory opinion letter.

Adyvisory opinions are not reli-
able precedent and are only bind-
ing on the party that sought the
opinion. But this letter shows how
the family leave law and the
Americans with Disabilities Act

can intersect unexpectedly, O
"This whole question of the in-
teraction between the ADA and
the family leave law is a very
complex area," noted Stephen
Bokat, vp and general counsel of
the U.S. Chamber of Commerce in
Washington. Mr. Bokat added
that the overlap of these two laws
is one of the issues that the group
addresses in its comments on pro-
posed regulations connected with
Continued on page 53

PPO regulation upheld

Supreme Court acts on range of business litigation cases

By JOANNE WOJCIK

WASHINGTON-States can
prohibit managed care organiza-
tions from selectively contracting
with exclusive providers, under a
ruling the U.S. Supreme Court let
stand last week.

This was among several pieces
of business-related litigation the
Supreme Court acted on last
week, as it decided among cases to

I rra=1c<dl <— - —

« Not attending the National Assn. of Insurance Commis-
sioners' meeting in Hawaii may make political sense to
some, but it won't really benefit absent regulators' constit-
uents, this week's editorial says. PAGE 8

« In Perspectives, Michael T. Rogers of Vermont Insur-
ance Management touts the benefits of pairing a large-de-
ductible plan with a captive insurer for workers comp risk

financing. PAGE 35

« The lllinois Supreme Court will decide whether the
state's premium tax structure is constitutional. PAGE 49

* Merrett Underwriting Agency Management Ltd. will
cease active underwriting next year. PAGE 55

* Neither side in the massive insurance industry antitrust
case is optimistic about settling soon, show status reports

hear in the current session.

The justices declined to review a
challenge to a Virginia law de-
signed to regulate preferred pro-
vider organizations.

Critics had charged that a lower
court decision upholding Virgin-
ia's any-willing-provider law
would undermine managed care
organizations' ability to keep
health plan costs in check by con-
tracting with preferred providers

(BIl, June 14).

The case stems from a dispute
between Richmond, VVa.-based
Stuart Circle Hospital Corp. and
Aetna Health Management, the
managed care unit of Aetna Life
& Casualty Co. of Hartford, Conn.

The hospital sued Aetna in
1991, claiming the insurer vio-
lated a Virginia law governing es-
tablishment of PPOs by insurers

Continued on page 41
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offer varied options

anagement' for RMIS customers

Change Of heart may not be problem
By DEBORAH SHALOWITZ said Scott Gilmoui, vp-gil,. and

maiketing foi Corporate 4, Arm
S e S h diffErences, between Ltd m Aman]110 Texas ' A r .un
I I I jisk management infoi- move very quickly with our dee,-

mation systems sold by fiona
ijadependent ocompariles, Futherinoi e Corpofate Syst©ms
insuren and brokers tend only focus is RMIS. he said For in-

- to stem more trom the Ry,stems suret- or bmker-owned RMIS ren
thems®©]lves than tium the vendoi's dor.5, "RMIS may not be their top
affliation prionty "

Thefe are, how©va. some Ren®©ra]l1 Corporat®© Systems 0119 'two
distjtnetions botween the systeins products, a mainframe computcv
old by difieient RMIS vendors based s¥*m called CS On]line and

Risk managers al60 need not foftwaie that runs on a personal
worry that they am stuck fof©pot computer called CS Pnsm.
. . Mth theit initial system choice, Vic Paganucm. manag(,r ©f work-
I H I S I K hile chang)tng an RMIS Ls expen- c-ff f fifniwnation for Char r: f, ,r J[u
I I I a n ag e rS Wa rl I I I n g u I p sive, most systems today are llext- t. intiona. Corp in h..,9il, d,
ble enough to allow usefs to tians- Conn . beheaes that an mdepen-
fei data from a broker's system, fol dent RMIS vendor "has an intoiert
exaniplo. to a n s'em niarketrd by in the type of busine*, anri ,$ prr,-

to benchmarking prollects =i

Anc:,many of t* RMIS sold by cally foi tho bug.jo..

mfurers a-,il 1,1, : ale not de- "An msuier would lean more to-

'Meaningful comparisSONS' are POSSIDIE o o e ot combmm, roe e A1 oo aaaon ¢
g p p junction Heth th© parent company, reportsng \1- Paganucci added

so 119016 sometunes can colitinue Chami,i,)n has worked -.,4 4 Cor-

using the system evan d the iola- pmate Srolums for 12>eat. Cham-

tionship Twith the pafent company pion and Corporate Systoms to-

By DAVE LENCKUS

-O sonioz Mmanagement'ft

FoOl f thilikinR hat'st is discont.mued gethe deadoped a custom-de-
way o ilikinR, what's . .
z o):)d for the gander ir There af© advantagss and Flisad- signed system for the company:
9 9 vantages to buying an RMIS from Whd® independent RMIS Ton-
1 QOOd for the goose, each kind of vendoi don, don't have to ans,.i B. -n anT -
*dlk For at least a decade ) )
For example. mderendent RMIS one some elatim their 1.w,4., - .11»

corporate America has litei'all L .
P Y vendots aro not hoMI, d down by mole limited than those of i,mur-

opened its doon so compet,to the bweadelaae: 24 .d insure- or el- orbroke:-f,wrod vindois

and non-competitois alike could broker-owned I'\TIA vendors are, Cu,m,med im page 25
dissect and compare their marni-

fact u 13 nig i, TOCess©% to identifj,

and adapt the best practices J b rt . t -
But except at some Fortune 500 O O p p O u n I I e S
companies. risk managess ha-ve

not embraced this benchmarking -
concept In iesisting what othe | ' th

areas of their companies accept as a p p e a r O n e rl S e
part of a coinrmtment to total

quality management. rick manag- % -

ers have emed the uniquenefs of 1 fo r rl S k m a n a e rS
theu companies' fisks and other | g

difboulties af obstacles to com-

paking their piograms with oth- By MICHAEL SCHACHNER workplace safety and conliulling

workei 4 compensation costs ara
s the nation 6 economy high on the pnority lists of most

"Stnctly speaking. that's true 144/1
But, there's, Some meaningful struggle,9 to regain its m.i,(,1 buc nesses.
comparisons that can he made,"” health, the job market A a te,ult. jobs that diep-
Mid Michael R Levin a risk man- Afor top-lepel risk man- peared over the past few years arc.
agerf; 1% shoping some being refilled, occasionally by the

Mgns of recovering gme person -who had the }ob
With the '™ 01 st of the recession whon it was eliminated

agement consultant in Chicago
-with Tillinghast, a unit oi Towers

Perrin

"Just like manufactunng. risk appai ently beh i d corporate Anni her zeason why 41,1 w ate

management K made up of pi o- America-excop' r Califorma fewer ji,blesf Lisk managers ~*,,(tav

ces<, - " faid Dan Knise a manag- 15'* 51 - >1 * f and a few othet fied,em state- is that many inimorrisk managon
ing 1 " 'ncipal and semor vp in .- - ! 1 the tilne br#tween jobs i', tik Rnd hav®© left the p»offssion efu ti'- . TH
d,.1" .4.n foz Johnson & Hg- f inswarro manages Trli,1 have for Jobs inthr' Jnsultir«,iii' i,-O-
ginf Mr Knise also chairs 1&H'% Dt. bull r; - i 9&, 618 gif,r, Irc-K, ter kelng fieldf . ---4'rc 1 € num-
qualit. tagk foice C.r.i-'>. the 1,1,3 t-, arket for bei of peoplr compel r 14 1,,- exi,-,1 -
include risk management approach;' Mid Till- Hnu c L ir. "that's, changing," he rlsk managers is no cake -walk Ing Msk manageinent :l,bs rd-, be-
ar,i, ..1 Lisk f,nan®©- inghast's Ml Lown It provides a said However, there probablv are come smaller
ing d,-irmining retention levels road maptoalot offuluxe woik ' In addition. thove who hrn p ,r,- fewe, f.:.*-r,f-Tr ,-, 2- i'Isk ma,, 415 "I'm getting buslness cards all
time *ofnt on renewals and claims Risk managers "have to get out biaced thr benchmarking , I,r oupt today in ,-, d. Ir> time (lui:,2, tae the time from former ris,k u,a, :C-
h:id 1,19 of the black box' of ma»=ciri "ate attempUng to use thi-, id help pas,t coup]lp ¥f,t: 08 Who are nOW'COnNS,Ulting. Ap-
And 11,w -with TIQM's demon- tisk in a vacuum said Toe N, int- them establish m sonior manage- Thr pr-m:irr- -'» 14, un- pazently. that'g wheir many ,
strateds.i, ws-.gimpioving qual- 01%0fl. torpoiate risk Inr,naTE,nof men: : mird - 01© and activi- employed pool ng them have gon®." said Kempoi
tty and productivity and with for T, xfi . li=ir,ilir '145 li,< ,1 Dal- to th 41 2, m- is that compames are ng Smith, ©o: , ,,,1 .ie drector of L -.
competition heating up in an in- laE 7: tio', 'sald & P ('-..,- ,a a their coinmitment ionsk manage- manac,-i, n- th» R®ynolds Met-
©reas,ingly global economy, Aamor Al- Ifi rideison is unflo'»' ikine s;.,f rmanacri it.Deloitte& Tou- ment which waE ,,,i - ,cr-1 to a ais C, iti I{ unmond, Va,
management is lighting a fire un- 5.3 L,b' '1,-,n®©hmairk , ijp r,4.,t 'L' Che i, i T..T'l,,d Conn great degree from 14# 92 as th© But fok U o.e detormined to ie-

dernfk managers tobenchmaik TI, which has lorit fmbraced As mozo zi. k ,-.-natrn inv©sti- economy slumped, 9 1. manageif main in the profession profpecti
ThOR fupenof'% have seen what bonchmaiking and 'Krd n o-*or gate benchira-ki:g, which be- sfiy ar® improving
it can do in ot]hei areas of the ai eas of the company | - d, ,d'1 1 come®©> more art ' ba/1 8*C, f: (r when Companies that had cut back on "Thri o ha& definitely been an
comparv and novi are asking risk deferise sh;; and elfs- p,t..4 moved ftom the -T:-til,L, ' ng lisk management as a meanf of easjig,f the market, but nfi' 1, Nit
m:*A, i 4, -, to do it," sa)id John F gioup T..,,1 a Maleolnt Baldrige floor to ©(*rpoiate staff fun,-'41,115, cont.olling expensefaenow feal- 1 v.,,,1 d call a complete lu'n-
R,:.w,p' a 6@ator vp and ilsk National Quality Award in 19.92 queNtions a}ound -Where r'i 1 locatinA resources toyiskmanage- aioumi If you'ze an expeiienred
management consultant with from theUS Commeic©Dopart- staft” What do | b-, 4 - 1-9 ment (1,2,10-iments, theysay Bud- generalist capable of woiking
Rollinr Hudig Hall of Rbnoif Int meni Whom do | benchinark againct' gets, ri, ,id,ng expenses for travel -with a mall rtaff. you're mot,t
m Chicago My Henderson haF, found How ricorous does an ©ff, c' Le and bu,&,iness, Tici- od,4,A, ate be- hkely employable ' said Giegory
"Benchmarking sorve af a ba- "many risk managrjts dori't want benchmai :7"g prolect have to be" ing enhan©©d---oi at leasi aze re- Hidden, dlroctor of fifk and insuf

ic component to the total qual,ty to hare anything ' CO.ltitted win=""tpbage maining stable And, imp: f,ving Continued on page 20



Spotlight repon

Benchmarking

Con-inued from previous page
What will | have after the project
has been completed?

Experts say the answer to the last
question underpins the benchmark-
ing Doncept: The end of a bench-
marking project is just the begin-
ning of TQM. "Benchmarking is not
an end in itselbit's a beginning,”
said Charles M. Armstrong Jr., man-
ager of corporate risk management
a: Stamford, Conn.-based Xerox
CorE-, which has been a longtime
advocate of TQM Xerox's business
products and systems division won a
1389 Baldrige award.

"The key is if the company does
simething with it and makes
charges," Deloitte's Mr. Charron
said.

However, risk management ex-
perts offer various answers to some
of tbe other questions. Indeed, there
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is some disagreement over the defi-
nition of benchmarking.

Many risk managers have long re-
lied on various studies to compare
their risk management costs with
their peers'.

"I'm not throwing stones at those
studies," RHH's Mr. Roskopf said,
but "that's not true benchmarking."

"Benchmarking is when you dig
into the processes that lead to good
results" in a program, as measured
by the program's cost efficiency or
quality, concurred J&H's Mr. Knise.

Then, the benchmarking risk
manager has to determine how to,
or whether he or she can, adapt ele-
ments of those processes to his or
her own program, Mr. Roskopf said.

Some experts believe that defini-
tion is too narrow. Although most
agree that benchmarking processes
is crucial to identify best practices,
they say comparing metrics, like
program costs or policy limits, also

constitutes benchmarking.

"It seems fundamental, but it's
important to note if your program is
competitive," or whether one's limits
and deductibles are too high or low,
said Cheri J. Hawkins, assistant
treasurer/director of instirance for
Weyerhaeuser Co. of Tacoma, Wash.

Such comparisons also can give
risk managers better insight into
available markets, observed Mike
Shermer, managing director of risk
management at Memphis-based
Federal Express Corp., a 1990 Bald-
rige award winner. Fed Ex has
benchmarked directors and officers
liability limits with other selvice
companies to determine whether it
had appropriate coverage.

However, Tillinghast's Mr. Levin
said that benchmarking the process
by which limits or deductibles are
selected would be more beneficial
than simply comparing the metrics.

Comparing metrics may not even
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be helpful for some companies.

For example, The Walt Disney Co.
of Burbank, Calif., owns huge ho-
tels, but its workers comp costs are
not relevant to many other hotels'
costs, said Stephen M. Wilder, direc-
tor of corporate risk management.

Most hotels cater to business trav-
elers, who stay in their rooms for a
night and then check out. Disney
hotels, though, cater to families that
are in and out of their rooms over a
several-day period. As a result, the
focus of housekeepers' work in Dis-
ney hotels is different, he explained.

"So, our housekeeper's workers
comp risks am not the same as in
other hotels," he said. "The numbers
side may not be as relevant as the
process side."

Before risk managers can size up
others' programs, they have to con-
duet some substantial self-analysis,
many experts say.

The first stage is deciding what to
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benchmark. Many risk managers
initially focus on their workers
comp programs because of skyrock-
eting costs. But, there may be more
appropriate areas on which to focus.

RHH's Mr. Roskopf suggested
identifying areas that, if improved,
would make a strategic difference to
the company or at least to the risk
management function.

Another way to find a starting
point is to answer the question,
"What is it that your clients are
most interested in?" said Michael W.
Bryant, director of insurance for
Pittsburgh-based Westinghouse
Electric Corp., another company
that has long advocated TQM. Its
commemial nuclear fuel division
was a 1988 Baldrige award winner.

"Risk managers are employed to
do what some set of human beings
wants them to do," he said. Without
considering the clients' wants and
needs, "you can make improvements
and then find out it makes no differ-
ence" to them.

Mr. Bryant, with Tillinghast's as-
sistance, mcently benchmarked with
risk managers at several Fortune
100 companies to determine what
staffing levels are necessary to per-
form a broad range of risk manage-
ment functions. Mr. Bryant con-
cluded he was adequately staffed.

Experts disagme over how many
programs can be benchmarked ef-
fectively at one time.

RHH's Mr. Roskopf recommends
benchmarldng only one program at
a time because benchmarking "re-
ally takes a lot of work" to do prop-
erly. Benchmarking many unrelated
programs tends to lead to only com-
paring cost figures rather than un-
derstanding processes, he said.

However, if many programs are
intemelated, as many workers comp
programs may be, benchmarking all
of them at once is doable, he added.

Others say many programs can be
benchmarked simultaneously.

"I think the more holistic you can
be, the better," J&H's Mr. Knise
said. He warned, though, that an
overly broad benchmarking project
can become cumbersome.

Richard C. Heydinger, director of
risk management services for Hall-
mark Cards Inc. of Kansas City,
Mo., benchmarked several risk man-
agement areas during a project ear-
lier this year after the company had
restructured some operations.

As part of that restructuring,
many risk management functions
were decentralized, including envi-
ronmental safety and health.

As part of his project, Mr. Hey-
dinger benchmarked how other
firms structured responsibility for
environmental issues as well as "a
number of risk management func-
tions," including asset protection,
risk financing and workers comp.

Benchmarking one process at a
time has its merits, Mr. Heydinger
said. "But, so many things are tied
together, | thought it was mom effi-
cient to look at the whole thing at
one time."”

Mr. Heydinger learned that in the
risk financing area, for example,
Hallmark needed to improve its
management information system to
automatically consolidate loss infor-
mation. The more that can be done
to improve the quality of informa-
tion, "the better decisions you can
make," he said.

He also learned that other films'
international subsidiaries were using
their captives to retain more risk.

After deciding what to bench-
mark, risk managers must analyze
how their programs work.

"You have to test where you are
and where to go to improve," ex-
plained Harry Taback, a managing
director of New York-based Marsh
& McLennan Inc., who heads up the

broker's program to help clients
Continued on page 6
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Benchmarking

Continued from page 4
benchmark workers comp processes.

"If you haven't analyzed your pro-
cess, you're not in a position to
benchmark,"” Tl's Mr. Henderson
observed.

The analysis has to be in-depth,
Mr. Roskopf, said. "You really have
to get down and dirty."

For example, an analysis of a
workers comp claims handling pro-
gram should determine the quality
of care that injured workens receive,
how well costs are being contained
and if injured workers ar€ returning
to work in satisfactory numbers.

"You may want to go as far as in-
terviewing people who had claims in
the past" to better unders-And what
went right and wrong in she claims
handling process, he said.

Risk managers also should re-
search the topic through publicly

available information, experts say.

"It's a pretty rigorous process if
you do it right,"” said Tillinghast's
Mr. Ikvin.

Many experts also recommend
drawing on other areas of the com-
pany during this self-analysis.

For example, PepsiCo Inc.'s em-
ployee benefit's department played
an "indispensable" role in the com-
pany's evaluation of its workers
comp program, said Steven H.
Lawrence, director of risk manage-
ment and insurance for the Pur-
chase, N.Y.-based company (see
Story, page 12).

At Xerox, representatives from
risk management, safety, systems,
human resources and finance units
all were involved in a workers comp
benchmarking project.

There is "a lot more than a claim
that happens" in the workers comp
claims handling process, NlIr. Arm-
strong said.

But, some risk managers disagree
that such a rigorous self-evaluation
is necessary every time.

"The more you know, the less lig-
orous you have to be," said Richard
Dettmer, manager-workers compen-
sation and self-funded liability pro-

grams for Colgate-Palmolive Co. of
New York.

When it's time to find benchmark-
ing partners that have the best prac-
tices, risk management experts rec-
ommend talking to peers, contacting
industry trade groups and reading
literature. Brokers say they also are
handy resources for potential part-
ners outside of the risk manager's
own industry.

A minimal of three benchmarking
partners are recommended, but
seven to 10 are better.

While risk managers naturally
gravitate to others within their own
industries, many experts recom-
mend finding partners in other types

Iln<cgh»Lt re=fg><>r L

of businesses.

"People in different industries
might be doing something com-
pletely differently” and better,
J&H's Mr. Knise said. "l think it

opens up creativity" to benchmark

- across industry lines.

For example, if a newspaper w=th
home-deliveg service wants to de-
termine how it can reduce its driv-
ers' workers comp claims, it may
consider benchmarking with a bak-
ery that operates a fleet of delivery
trucks, said Lawrence L. Drake, an
M&M managing director.

Fed Ex's Mr. Shermer has bench-
marked against soft-drink compa-
nies, aviation caterers and an air-
line. One benchmarking partner for
TI's defense system division was a
cosmetics manufacturer.

Risk managers who benchmark
only within their own industries risk
just copying their competitors' pro-
cesses, Tillinghast's Mr. Levin ob-
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served. "You don't want to be as

good as them-you want to be bet-
ten™

But, some similarities between
benchmarking partners may be
helpful, pointed out Colgate's Mr.
Dettmer.

For example, if risk managers are
comparing return-to-work pro-
grams, benchmarking partners may
find comparisons more meaningful
if all of them are union or non-
union shops.

When a risk manager is ready to
begin making company-to-company
comparisons, he or she typically
would send a questionnaire to all
benchmarking partners and follow
up with in-depth, in-person inter-
views at the partners' offices.

Here, risk managers must be care-
ful not to look just at what pro-
grans their partners have, experts
emphasized. Benchmarking has to
peel away those programs' fascia
and probe what makes them tick.
They are looking for what RHH's
Mr. Roskopf calls "process en-
ablers.”

For example, in a return-to-work
program offered by a company with
excellent workers comp claims costs,
a process enabler could be that the
employer effectively communicates
that it cares for its injured employ-
ees, he said. That may be accom-
plis}led through actions like sending
the workers get-well cards signed by
their coworkers.

Another process enabler may be
that the return-to-work program of-
fers meaningful work so injured em-
ployees are "not just coming back to
dust window silk" he said.

Colgate last year found many pro-
cess enablers in Ell. du Pont de Ne-
mours & Co.'s safety program. Un-
like Colgate, DuPont:

« Has a formal program to leview
all new and modified processes and
equipment with employees.

« Continuously trains employees
in safety and health.

« Holds all levels of the organiza-
tion formally responsible for safety
and health.

« Conducts regular safety and
health audits that are submitted to
senior management.

« Investigates all claims.

Some risk managers say they have
benchmarked rather informally
through phone conversations with
peers or by studying surveys. But
many experts say that's not bench-
marking.

"We all do that,"” Tl's Mr. Hender-
son said. "But, that's not going
thmugh the process. You're only
picking up a piece of it."

He said he wants to sit in a risk
manager's shop and look at his flow
charts. He wants to find risk man-
agers who will show him their
"dirty laundry. ..I'll show you mine
if you show me yours," he said.

Invariably, risk managers will
face increased management pressure
to benchmark. And, them is a lot
more to learn about doing it right,
Westinghouse's Mr. Bryant said.

"l think that we're part-way up
the learning curve," said Mr. Bryant,
who led a group of risk managers
from the Risk & Insurance Manage-
ment Society Inc.'s Risk Manage-
ment Roundtable in reseamhing
process analysis. A white paper on
the topic' was published last year.

But, any gain in the quality and
cost of risk management functions
through benchmarking can go a
long way toward elevating risk
management in the eyes of top man-
agement, experts say.

"Clearly, if we can show we're
having positive results, it can do
nothing but help us and make us
mom viable and more important to
corporate philosophy," said Robert
W. Esenberg, risk management ad-
ministrator for the City of Virginia
Beach, Va. mm
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Opinions

Making a tough decision

TATE INSURANGE, iraulatars wha.cnosedaet t9

Insurance Commissioners meeting because they were
wary of adverse publicity are doing a disservice to the
consumers they have sworn to protect.

As we report in this issue, attendance among regu-
lators is off by nearly 50% compared with the turnout
at last year's winter meeting in Atlanta. The reason:
Many insurance commissioners are unwilling to spend
the money for a flight to Hawaii, or worse yet, were
afraid of being photographed in a flowered shirt and a
lei while the folks back home are shivering and shov-
eling.

That may be smart politics, but it's dumb insurance
regulation.

This week's NAIC meeting is an important one,
with several vital issues-including risk-based capital
standards for property/casualty insurers-on the
agenda. To us, it would be unforgivable for a state
regulator to miss the debate on an issue of utmost im-
portance to insurance consumers and insurance com-
panies strictly for the sake of appearances.

In fact, with only 34 insurance commissioners ex-
pected to attend the Honolulu meeting, we would be
skeptical of any close votes. While commissioners can
vote via proxy, that's a poor substitute for actually
participating in hearings and engaging in debates.

Of course, the question may not be whether com-
missioners should venture to Hawaii in December;
rather, we have to ask ourselves why regulators sev-
eral years ago approved Honolulu as the site of the
NAIC meeting. The apparent answer: Former Hawaii
Insurance Commissioner Robin Campaniano would
have been in line to assume the NAIC presidency at
this week's meeting had he remained Hawaii's regula-
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tor, and meetings are often arranged for the home
state of the incoming NAIC president.

However, while regulators certainly did not want to
offend Mr. Campaniano, they should have realized
when they approved the Hawaii meeting that a trip to
paradise in December probably would not play well
back in their home states.

Still, with that mistake made, we salute the com-
missioners who have the courage to fulfill their duties
and attend this week's meeting-no matter where it is
held. Holding a government office means having to

make tough choices; in this case, deciding to go to Ha-
waii was a touch and correct choice.
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Readers open fire on ammunition tax proposal

To the editor: | always look forward to
reading your magazine. | have from time
to time disagreed with your editorial posi-
tions as they relate to insurance, benefits,
etc. However, your lead editorial in the
Nov. 15 issue, "A Sure-Fire Solution," is
not only nonsensical, it is insulting.

I, and I'rn sure countless other members
of your readership, enjoy target shooting or
hunting using other than .22-caliber am-
munition. | do not, because of that, favor
murdering my fellow humans as your edi-
torial asserts. | believe an apology is in or-
der to all of your readership who were the
targets of your offensive remark.

Robert W. Ridley
Farmer & Ridley
Los Angeles

To the editor: | read your editorial, "A
Sure-Fire Solution," and wondered what it
was doing in an insurance magazine. Do
you really believe this is a health care re-
form issue?

"Everyone who believes in reform-for
the betterment of society..." should see
this editorial for what it really is: a way for
the anti-gun liberals in office, riding their
non-victory with the Brady Bill, to seize
more tax dollars.

For your information, hollow-point bul-
lets have been used for years, from hunting

Business Insurance welcomes let-

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

to law enforcement, because of their
knockdown power. Hunters and police
alike use them because they don't want
"grotesque injudes," but a solid stop. A lit-
tle research would have disclosed this.

If you are truly interested in taxation to
support health care reform, encourage
Congress to tax the most devastating pro-
ducer of death and injury: automobiles. My
bet is that, if you were to put your "politi-
cally correct" agenda aside, you would be
too afraid to put your editorial money
where your mouth is.

Bany Rose

Insurance Coordinator

Chief Automotive Systems Inc.
Grand Island, Neb.

To the editor. The thinlong behind the
Nov. 15 editorial is so distressing that it
demands a response. Sen. Daniel Patrick
Moynihan's attempt to circumvent the See-
ond Amendment is bad enough. That you
praise him for his efforts is disgusting.

Sen. Moynihan's bill proposes a 1,000%
tax on certain "Black Talon" cartridges
that are designed to expand and give max-
imum stopping power. To you, this bullet
design, which allegedly causes "grotesque”
injuries, deserves to be taxed out of exist-
ence. To the individual who is about to be
mugged, mutilated or murdered, it may be
a life-saver. | doubt that would-be perpe-
trators are as concerned about the type of
bullet they use as you seem to think.

You also state that passing this bill could
save a number of lives and a tremendous
amount of waste in the health care system.
However, you give no idea of what would
be saved. But in spite of your admission
that you have no 1cnowledge as to the con-
crete, positive effect the law would have,
you support it. Is it any wonder the public
gives little or no credence to anything the

insurance industry and those claiming to
represent it say?
Earl D. Ridolphi Jr.
Hines, Ridolphi & Associates Inc.
Birmingham, Ala.
To the editor: "Well conceived" is hardly
the description that | would give to Sen.
Moynihan's ammo tax proposal, and your
enthusiastic support for it is a wonderful
example of the old adage: "A little knowl-
edge is a dangerous thing."
For example, exemption of .22-caliber
ammunition from the tax as "target”
ammo ignores that fact that more people

are 1dlled with these cartridges than any
other.

AnNd if "Black Talon” ammunition is so
reprehensible because it is "designed spe-
cifically to cause grotesque injuries when
fired at a human,"” why are law enforce-
ment agencies exempt from the onerous
tax? The reason, of which you apparently
are unaware, is that "Black Talon" ammu-
nition was specifically designed for law en-
forcement use. It improves officer safety by
increasing the likelihood of a "one-shot
stop." It also improves public safety by re-
ducing the number of rounds fired-each
of which carries a risk of missing-and the
likelihood of the bullet overpenetrating,
both of which would endanger innocent
bystanders. These characteristics, of
course, also make these cartridges ideal for
legitimate self-defense by civilians.

In reality, therefore, instead of saving
lives, the proposal is more likely to endan-
ger innocent victims, because the amrmmi-
tion available would be inadequate, and it
is more likely to endanger innocent by-
star*iers, because of misses due to the need
to multiple shots and overpenetration

Eric SE Ching
Mountain View, Calif.
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FEW THINGS ARE AS IMPRESSIVE AS MUSCULAR GRACE
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It doesn’t come easy — it just looks
that way. Agility plus acuity plus
strength, and, of course, practice,
practice, practice. At ERC, we look
for certain qualities in personnel
—then we encourage them to
perform. The kind of performance
we expect from them requires sure
moves, decisions in the field, and
the flexibility to execute on their
own. They won't leave you hanging
while they call the home office for

an danSwer.

EWM P LOVYERS REINSURANCETECORPORATION

5200 METCALF, OVERLAND PARK, KS 66201
A GENERAL ELECTRIC FINANCIAL SERVICES COMPANY
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Does benchmarking control costs? Uh huh

By DAVE LENCKUS

f benchmarking is worth do-
ing, it's worth doing rigor-

I ously, believes PepsiCo Inc.'s

Steven H. Lawrence.

"l believe it's worked well
for us," said Mr. Lawrence, direc-
tor of risk management and insur-
ance for the Purchase, N.Y.-based
soft drink, food and restaurant
conglomerate.

As a result of its lengthy two-
year benchmarking project, Pep-
siCo will implement some workers
compensation reforms on a pilot
basis in January.

Among the reforms, PepsiCo
will reassess all safety resources
currently deployed and add re-
sources to prevent accidents, Mr.

PepsiCo risk manager advocates vigorous process

Lawrence said. In addition, the
company will work with a "stra-
tegic partner"” to cut claims costs.
The partner will take over claims
management and direct injured
workers to a provider network.
Mr. Lawrence's benchmarking
project was fairly rigorous as
measured against benchmarking
models advocated by theorists and
consultants, though his project
lacked some elements included in
those models. For example, he did
not prepare a report on his find-
ings for all of his benchmarking
partners. Nor did he limit the
benchmarking project to one pro-

gram, as some consultants recom-
mend.

VWHEN IT
COMES 71D
STRUOURED

LOOKFORA
FAMILIAR
STRUCrURE.

If you want experience, stability and financial

strength behind your structured settlements, look to

the specialists at Transamerica Life Companies.

Whether it's personal injury, medical malpractice,

workmen's compensation or environmental claims,

the highly experienced professionals at our

Structured Settlements Division have the expertise

to provide products for almost any settlement need.

Strength and security are at the core of our

investment philosophy. We focus on investment

grade and government bonds, not risky real

estate investments or junk bonds. As a resuilt,

Transamerica remains one of the industry's most

trusted and risk-free leaders. Put the strength of

Transamerica behind you. See your Structured

Settlements representative or call Tony Wilkey

at 213-741-5960 for more information.

TAANSAMERICA
LIFE COMPANIES

Tinimerica Occidental Life Insuince Company

THE POWER OF THE PYRAMID IS WORKING FOR YOU.*

01993 Ttw,6 /nena Ozidend Life Ins*ne Comp>

However, his project included
mary other elements, including
the key first step of self-analysis.

"l did a very thorough analysis
of the problem," he said.

The problem was not unique to
PepsiCo: Workers comp claims
costs were "not moving in the di-
rection we wanted them to," Mr.
Lawrence said. Costs had been
rising since 1989, when responsi-
bihty for the company's workers
comp risks was decentralized.

" RI left as it was, it would be-
come a more significant expense
and people would be hurt," Mr.
Lawrence said. He added, though,
that PepsiCo later determined
that it was "right there" with

other organizations in ternns of

workers comp losses.

Still, PepsiCo thought it could
do better, he said.

"Management said we need
more information” on what was
driving up costs, Mr. Lawrence
said.

He interviewed managers at
various divisions about their
safety programs and their injury
management process.

Mr. Lawrence also interviewed
the divisions' workers comp in-
surers. The insurers also gave the
risk manager a line on other com-
panies that were "doing some-
thing better.”

PepsiCo eventually worked out

benchmarking agreements with
10 organizations: five manufac-
turers, three restaurant companies
and two other well-run companies
with operations unlike PepsiCo's.

Before Mr. Lawrence contacted
any of the companies, he devel-
oped a two-page questionnaire
designed to illuminate processes
they used to hold down workers
comp costs or improve quality.

He asked questions about his
benchmarking partners' safety
programs, risk financing, claims
administration, cost allocations,
cost containment efforts and risk
management information systems.
Information and ideas that Mr.
Lawrence garnered about all of
those elements were later factored
into PepsiCo's pilot plan to im-
prove its workers comp program.

Mr. Lawrence also looked at
whether his benchmarking part-
ners reported to the human re-
sources, finance or legal depart-
ment. "Does that have any impact
on how (risk management) is
viewed and the resources you can
get when you're trying to sell your
case" for changing practices to

management? Mr. Lawrence won-
dered.

He later found that his bench-
marking partners report to either
human resources or finance and
that "there was no advantage to
one over the other" in obtaining
management support. Manage-
ment support generally was a fac-
tor of "how convincing a risk
manager could be" with senior
management, Mr. Lawrence said.

He also tapped another PepsiCo
department, which rarely crossed
paths with the risk management
department, for help in the self-
analysis before he approached his
benchmarking partners.

"l realized we had these experts
in the employee benefits depart-
ment"” who had an expertise in
containing medical costs that risk
management did not have, he
said.

For example, unlike the em-
ployee benefits personnel, Mr.
Lawrence had no experience in
evaluating and selecting hospitals
and doctorsfor a provider net-
work.

In addition, employee benefits
personnel explained the benefits
of a claims administration process
that captures more specific data
on factors that are driving medi-
cal costs but are not producing
any benefit for the injured ern-
ployee.

"Data will drive decisions,” he
said.

He also leaned on employee
benefits personnel for background
information on case management.

"Too many of my peers won't
talk to a fantastic resource they
have in their organization called
employee benefits," he said. "To
me, they're just missing a tremen-
dous opport-unity.”

Employee benefits personnel
may not fully understand the
workers comp system, but they
can be educated, Mr. Lawrence
said.

"l got tremendous support”
from the employee benefits de-
partment, Mr. Lawrence said.
"They were indispensable.”

At this point, Mr. Lawrence was
ready to review the questionnaires
with his benchmarking partners
and more fully discuss their work-
ers comp program processes.

These discussions were best
conducted in person at his bench-
marking partner's site, he said.

The benchmarking study could
have been completed less expen-
sively by mailing the question-
naires, Mr. Lawrence said. But,
people have a tendency not to an-

Continued on page 14



VWorkers Conensation Costs
In A I)iffered Direction

If you're buying your workers compensation manage-

ment from the lowest bidder, then your costs are probably

moving increasingly upward. In today's environment,
quick fixes just don't work. You need to re-evaluate
and redesign your whole workers compensation
program - and that may cost more up front.
CoreSource clients, through investments in inno-
vative, comprehensive programs, are breaking <
industry trends and report that workers compen- |
sation costs as a percentage of payroll (see chart
below) are actually decreasing compared to a

national increase of 12 percent annually.”
Tbe ConSource Approacb

At CoreSource, we focus on innovative up-front
strategies to help our clients reduce total costs and
increase productivity without sacrificing the quality
of care for their employees. We place primary
importance on involving our clients' top manage-
ment to design, implement and manage compre-
hensive, community-based healthcare and workers
compensation packages. Our workers compensation
programs not only pay claims but focus on prevention
and cost controls in all facets of the program. The
results: jewer dairns per employee, reduced lost time
and lower overall program costs. The CoreSource

approach indudes:

» Accident reduction through proactive prevention

programs

* Expert medical management induding the advantages

of managed care

* Ensuring maximum productivity by returning workers

to the job quickly
» Fair and accurate daims payment
« Management of disputed daims
* Management of cases in litigation

» Risk management analysis

Local Perspective, National Resources

CoreSource combines the resources of a

national operation with the focus, knowledge
and responsiveness of a local company.
From our 25 regional offices, we manage
$1.4 billion in client healthcare and
workers compensation programs covering
1.5 million lives. All programs are designed
around the local delivery systems taking

community norms into consideration.

Proven Results

CoreSource data indicates that our clients’

workers compensation costs are spiraling
downward. On average, from a sample of
76 CoreSource Workers Compensation clients
across many industries, program costs as a
percent of payroll have dropped more than

36 percent over a three year period.

CoreSource Clients

Average Workers Compensation Costs
As a Percent of Payroll

2.44%
2.24%

1.55%

1990 1991 1992

Note: Data taken from a sample of 76 CoreSource Workers
Compensation clients.

The United States' workers compensation
system is in crisis but we continue to find solu-
tions. In these trying times, you should be work-

ing with the best in the business.

We're CoreSource. Let us build a solution for

you. For More Information Call Toll Fl'ee:
8004820615

'Social Security Administration

CCSOURCE

Healthcare 6Workers Compensation Solutions .
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INSURANCE FOR
BANK AUTOMOBILE
LEASING

Allied with major carriers, we have extensive
experience with this difficult-to-place insurance.
We make it easier for you with a quality bank auto
leasing insurance program that provides broader
coverages at substantial savings.

\,_3LJ

O Lessors Excess Liability
O Lessors Contingent Liability
0 Lessors Contingent Physical Damage
« Interim Car Coverages * Residual Value Insurance

We invite your inquiry and your business.
Write or call Ron Ruane.

MU

PAIGE-RUANE, INC.

Suite 616-The Woods+- P.O. Box 6745
Wayne, PA 19087

(215) 254-9890 - FAX # (215) 254-9893

Reliange ppecialty

PepsiCo project

Continued from page 12
swer questionnaires or not com-
plete them in full, he said.

Face-to-face review of the ques-
tionnaire often leads to additional
questions and, more importantly, a
better understanding of that com-
pany's processes.

And, an in-person meeting shows
partners that the company that ini-
tiated the benchmarking study is
serious about studying others' pro-
cesses to improve itself, Mr.
Lawrence said. Typically, he would
fly in the day before the meeting in
time to have dinner with his
benchmarking partner. "We had
dinner to get to know each other so
the next day things would be more
comfortable, less formal."”

The benchmarking discussions
the following day usually took
about four hours to complete.

Benchmarking models call for
the initiator of such a study to pre-
pare a report of his or her findings
for all partners in the study. Such a
report typically examines processes
used by each partner in the study,
though companies are not identi-
fied in the report.

Mr. Lawrence did not commit to
prepare such a report because of
time constraints.

But, "I have a verbal agreement
to keep in touch" with the bench-
marking partners, he said.

Two companies in particular
were "way ahead of the others,"
and Mr. Lawrence is keeping in
touch with them quarterly.

After information was gathered
from all of the benchmarking part-
ners, PepsiCo developed a best-
practices model program designed
to show what benefits the company
could expect if it implemented a
series of steps.

cme Jofin Mancock J¥[anaged Care group can map out tfie riglit fiealtfi beneits plan for

your company. One that controls costs whi/e helping to ensure quality care«/br your employees.

No matter wfiere tfey're located.

We Can Manage Your

Employees' Health Care Needs
From Chicago To Chickasaw.

Our strategy is to recommend the best local solutions, while applying national standards

developed by physicians to assure consistency. Our network solution includes using doctors specially

trained in utilization management to conduct all health care reviews based on the clinical data of

the patient. (Enabling us to evaluate appropriate treatment and more dively control costs.

«us, the Jo/in .*ancock .Managed Care group WIN work with you as your partner every

step of tfie way to develop tfie best plan for your company.

So whether you have o#ces in the 'Windy City or plants in small towns, we can help you.

Tor more information about tfie Jofin J{ancock O¥[anaged Care )| 1

,un,z=<"z=Nncoac®

group, call J-{amitton Ovtcsregor today at GI7-572-7065.

O

Financial Services -

'lohn J-{ancock Mutual £* Insumnce Co. and affiliated companies,rBoston, M fA 01 1 17. Cost Care, Inc. and *eallftMan Mangement Serves, int. ave members ojllie 101\n Mancoct Managed Care group.

But, PepsiCo wanted some inde-
pendent confirmation that its at-
tack on the problem was on target.
It hired an independent consultant
to review the program and its un-
derlying assumptions.

"They did the analysis, looked at
the assumptions and they agreed,"
Mr. Lawrence said.

He then approached senior cor-
porate and division managers with
his report, which was completed
earlier this year. They supported
the program because Mr. Lawrence
had his facts, he said.

Just as PepsiCo usually intro-
duces new products in test mar-
kets, its workers comp program
changes will be implemented on a
pilot basis in January in three
states where PepsiCo has a signifi-
cant number of employees.

"l honestly do feel this is an im-
port:ant process," Mr. Lawrence
said of benchmarking. mm

Accounting
standard may

help measure
excellence

Risk management

rute is voluntary
By DAVE LENCKUS

new, voluntary ac-

counting:stangarcon

f&fce the foundation of
many future risk management
benchmarking projects.

The just-released standard, if
widely adopted, would give risk
managers a powerful new tool for
identifying companies with the
best risk management practices as
measured by cost of risk.

But, risk managers will have to
sell the standard to their senior
managers, said the risk manage-
ment expert involved in creating
the standard.

Currently, risk managers who
are looking to benchmark against
companies with the most cost-effi-

cient risk management processes !

are stumbling over myriad ways to

account for risk management 1

costs.

Those inconsistent accounting
practices make identifying compa-
nies with truly best practices a dif-
ficult and sometimes impossible
challenge, said Glen MacCorkle, a
former NCR Corp. risk manager
involved in creating the standard.

"Part of our (accounting) infra-
structure needed to be fixed before
you could do benchmarking, at
least in the cost area,” Mr. Mac-
Corckle said. "If cost is what we're
interested in, we better make
damn sure we're talking about
costs in the same way."

The new standard, though, does
not apply to benchmarking pro-
jects in which best practices are
identified by non-financial mea-

One such example is claims han-
dling turn-around time.

The standard, promulgated by
the Montvale, N.J.-based Institute
of Management Accountants, is
dated June 30. But, it was just re-
cently printed and was mailed to
Risk & Insurance Management So-
ciety members only within the past
few weeks.

The IMA, which focuses on in-
ternal accounting practices used

Continued on page 18
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At last, a market for excess workers' comp that offers financial securit
and long-term stability AM-RE MANAGERS represents such a market.
And at AM-RE MANAGERS that's just the beginning. We bring
an unparalleled level of expertise including: actuaries, underwriters
and claims experts in massive injury management, litigation'
management and claims management consulting. They will work
with you to meet your goals for cost containment, reduce frictional

costs, moderate the impact of individual loss experience and add
predictability over time.

If that sounds like what you've been waiting for, you don't have to wait
any longer. For more information about our excess policies, call
(609) 243-4339 or write to Corporate Communications and
Advertising for a free brochure on the cost of massive injury claims:
"Quadriplegia: Cost and Reserving Guidelines."



AM'-RE MANAGERS, INC.

" A Subsidiary of American Re-Insurance Company.

555 College Road East, Princeton, NJ 08543-5241 (609) 275-2000

The Altemnative Answer.

Atlanta, Bermuda, Bogota, Boston, Brussels, Cairo, Chicago, Columbus, Dallas, Hartford, Kansas City,
ireal, New York, Philadelphia, San Francisco, Santiago, Singapore, Sydney, Tokyo, Toronto, Vienna
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Accounting standard

Continued from page 14
by management in decision mak-
ing, took on the project at the urg-

ing of the RIMS Risk Management
Roundtable.

The 27-member roundtable is a
loose-knit group of semor, cut-
ting-edge risk managers that
RIMS organized in 1988 to discuss

and research issues that the RIMS

e > < > x & —

services should not be classihed as spective organizations, Mr Mac- be revisited, Mr MacCorkle ex- ticipants, he said
part of the premium, according to Corkle said pects

the standard.

- Retained losses

Semor management isn't ex-

The survey is a lomt effort by

"As practitioners get together RIMS and Tillinghast, a unit of
pected to research this and direct with their accountants, they prob- Towers Pernn

« Internal administrative costs Internal accounting to adopt the ably wlll find some area that is Michael R Levin, a Tillinghast

» The cost of outside services, standard, he said

hke claims adjusters and loss pre-
vention engineers

- Fees and taxes, like those in-
curred in self-funded and fronted

programs

< Financial guarantees, like

executive council might look to those posted in fronted programs
for direction in strategic planning or for self-funded workers com-

The roundtable's research often pensation programs

leads to white papers that RIMS
can either accept or relect
The accounting standard stems

< Income or cash flow, like the
investment income earned by cap-
tive insurers and the partial relm-

not clear,” he said

'Our idea is that risk managers should take the
lead with their chief accounting officers and work

with them in implementing this standard,' says
Glen MacCorkle, who heads G.A. MacCorkle

Associates in Dayton, Ohio.

consultant in C-licago, aeknowl-
edged that widespread adoption
of the standard would make the
study a more important tool for
rlsk managers

However, in defense of study re-
sults to date, Mr. Levin said some
accounting inconsistencies are
only natural with a participation
rate of rnore than 800 companies
Such inconsis:ency is a tradeoff

for such a large response rate, he
said

from the roundtable’s research on K, rsements received from com- "Our idea is that risk managers The standard, if widely adopted, Tlimghast and RIMS dc not

mercial insurers for retrospec- should take the lead with their also could make RIMS' Cost of rely solely on participants' re-
tively rated msurance premiums chief accounting officers and Risk Survey more valuable be- sponses to questionnaires when
following a premium audit work with them in implementing cause survey participants ac- prepanng stuay results, he added

Risk managers now have to edu- this standard " counting methods would be more There are follow-up phone calls to
cate themselves on the standard The standard is a first step in a standardized, Mr. MacCorkle saia participants in an effort to nor-
and "get it movmg" m their re- process that probably will have to And, that would attract more par- mahze data, he said

benchmarking that quickly
proved to be too large for a smgle
team of risk managers

The proiect, begun shortly after
the roundtable was formed, was
Split into two

One team, led by Michael W.
Bryant, director of msurance for
Westinghouse Electric Corp of
Pittsburgh, focused on process
analysis, which may or may not
involve benchmarking A white
paper on the topic was pubhshed
last year

Mr MacCorkle, who retired
from NCR in July and now runs
an independent risk management

At last

The FutureComp
through every

consulting firm, headed a second
team studylng the cost of risk
That team researched how risk
managers could determine their
own costs more precisely and
compare them wilth other compa-
mes with greater certainty that
everyone's costs were figured on
the same basis

This is necessary not only to
make apples-to-apples compan-
sons, but also because many risk
managers report to financial offi-
cers who want better cost reports,

Mr MacCorkle said. "In the minds

he FutureComp system The "800" system at work
solves the ultimate
challenge of any Work- moment the call is made. Claim gathered on diagnosis, treat-
ers' Comp program-controlling calls are answered by specially ment plan and prognosis. The
costs and helping people re-

of people to whom most risk man- Early Intervention

agers report to, cost is an unpor-
tant issue ™

Cost containment begins the Within hours, data can be

Scraping together such cost
comparisons is difficult now

For example, Mr MacCorkle
pointed out, in determimng the
cost of risk, compames account

trained Registered Nurses, who injured employee can also
differently for

- Self-insured nsks Some com- turn to their jobs. take down the be referred to a physician or

pames account for Just cash pay-

Home Insurance information and medical facility in The Home's

ments and do not recognize re-

serves or the incurred-but-not-re-

works hard to make ensure that the

Preferred Provider network Of
ported loss component of the ulti-

mate risk, he said. sure the care with

State Report of available locally).

- Retrospectively rated msur-
ance premiums Mr MacCorkle which our claims are

said that many companies do not

Injury form is filed. mMedical Bill Review

handled is paralleled They determine if

break this into its various compo-

t« 31
Ifts. sm,7; early medical

intervention is
appropri-

- ate. If it is,

Over the next 30 days, Home
nents, hke the amounts msurers

by the speed with

charge for risk transfer, retained
losses, administration and other

case managers

which the process work with the

services

"The basic problem we're get- works. The Home's
ting to is, 'Hey people, let's at
least score the same things, said

Mr MacCorkle, who now heads

>8'Y.0,24 "/

-512448" erg

G A MaccCorkle Associates in

Dayton, Ohio

Mr MacCorkle's team worked

ber Workers' Comp First Report they can recommend, -
Service is the key to immediate then are there, that a

with the IMA to develop a consis-

tent approach to accounting for
the cost of msk The result is the

claims service, 24 hours a day, Managed Care Unit

7 days a week. be assigned to

new voluntary IMA accounting
standard-Statement No. 4S,
Practices and Techniques Inter-

the case.

nal Accounting and Classification
of Risk Management Costs

The voluntary standard-a 27-
page pamphlet, including appen-
dices-identifies several factors

*EDICAL
Blu

BEVIES'r

FRAUS
CONTROk

0%00" NUOD
CLAIMS i

=%'PORT"s

eration of a specific premium " a=
Therefore, under a retrospectively
rated program, for example, the
insurer's charges for retained

that should be included m ac-
counting for
* Insurance premiums, defined

as the "expenses associated with
actual transfer of risk of loss from

the entity to the insurer in consid-

t: :-FLU

losses, administration and other



A quality solution to improving service

By DAVE LENCKUS

isk managers can build

R stongerdeparment

if they focus on satisfying various
customers' needs, experts say.

Every company puts its own
slant on TQM, observed Richard
C. Heydinger, director-risk man-
agement services for Hallmark
Cards Inc. of Kansas City, Mo.

For example, "We're constantly
looking at the attitude that no
matter how good we are, we can
continuously improve," he said.

But, every risk manager has to

recognize that he or she has cus-
tomers to serve.

Focus on clients' needs, risk managers advise

"If you take the position of
helping service your clients, you
help focus how you're trying to
provide the best risk management
for the company,’ said Mark P.
Charron, a senior manager at risk
management consultant Deloitte
& Touche in Hartford, Conn.

One way of defining total qual-
ity is, "Do what the customer
wants," said Cheri J. Hawkins, as-
sistant treasurer/director of insur-
ance at Tacoma, Wash.-based
Weyerhaeuser Co.

When it's known what the cus-
tomer wants, "everything you do
to produce it must be quality," she
said. That means completing a
process without error every time

and then trying to streamline and
improve the process further by
adding elements or eliminating
steps that do not add value.

And, "You have to be conscious
of all your customers and cater to
all of their needs," said Stephen
M. Wilder, director of corporate
risk management for The Walt
Disney Co. of Burbank, Calif.
There can be many. At Disney, for
example, customers can be: fellow
employees; operators of shows,
rides or hotels; stockholders; or
the public.

Risk managers as a group are
"not leading-edge as regards
TAQM," said Michael R. Levin, a
risk management consultant in

Chicago with Tillinghast, a Tow-
ers Perrin company.

But, TQM has been embraced by
some risk managers at large com-
panies, especially those that have
woven the theory into the fabric
of their cultures.

Among their favorite TQM tools
are team building, partnering and
flow charting.

Mr. Heydinger said an impor-
tant goal for Hallmark risk man-
agement is getting away from "we
do something and hand it off to
others." That drives up costs and
hurts business, he said.

Hallmark's risk management
services department is working
toward that goal by team building

Wodcers' Comp that workse
solution helps control costs
stage of the claims process.

employer, The Home Claims
professional and the medical
provider to assure that treat-
ment conforms fully to estab-

lished guidelines.
In addition, all
medical invoices

are put through

The Home's

comprehensive,

automated bill re-

view system. Questionable bills
are reviewed by specialists

under The Home's Utilization

Review Program.

Fraud Control

money. And that
training extends
to The Home's
underwriting,
rating, claims
handling and

loss control

The Home's commitment to

train its own staff in fraud

awareness can save you

Risk Optionr

personnel. We also have an

External Fraud Investigations

Unit-skilled professionals

who can work in tandem with

Home claims adjusters and

the client company to identify,

investigate and resolve fraud.

The Home's "Risk Options”
software offers a variety of
customized claims analyses
and reports. This powerful
analytical tool gives Risk Man-
agers and brokers the informa-
tion they need to evaluate their
overall claims picture, and to
pinpoint and eliminate areas

of loss-thus saving money.

IP<ilir-=ilik/[C[-RINLI]P

workers' comp that vkorks

"HOME INSURANCE

with other operations within the
organization and with brokers, in-
surers and consultants.

As a result, everyone sees the
big picture and knows their roles.
That eliminates specialists, who
tend to be more concerned about
only their role and not the whole
picture, Mr. Heydinger said.

By "getting all the arrows
pointed in the right direction," re-
dundancies and errors of omis-
sions are eliminated, which saves
precious time, he said.

Mr. Heydinger likened this
change in working relationships
to moving from a football game to
a fast-break basketball game. In
the football game, teams huddle
before each play. On the basket-
ball court, teams have to impro-
vise more because they can't hud-
dle as often.

In practice, the theory is exem-
plified in how Hallmark handled
its recent consolidation of two
plants, he said.

Previously, company engineers

One way of defining
total quality is, 'Do
what the customer

wants,' says
Cheri J. Hawkins.

would have set up a redesigned
operation at the site that incorpo-
rated functions previously han-
dled by both plants. The risk man-
agement services department
would have been informed about
the redesigned operation later.

But, not having been involved in
the redesign, risk management
may have discovered that the en-
gineers did not adequately ad-
dress some risk management con-
cerns like fire safety. Improving
fire safety at this stage would re-
quire additional design modifica-
tions, which would add to the cost
of the entire project and possibly
delay startup of operations at that
plant.

"These are all handoffs, instead
of doing it as a team,” Mr. Hey-
dinger said.

Hallmark, though, included risk
management as part of the consol-
idation team 'so risk management
issues could be incorporated in
the redesign at the onset.

"With that type of approach,
people are willing to participate
in the results and not ignore
them," said Robert W. Esenberg,
risk management administrator
for the city of Virginia Beach, Va.

Mr. Esenberg used the same
team-building approach to curb a
growing number of employee in-
juries resulting from falls off mu-
nicipal trucks. Mr. Esenberg cre-
ated a team of risk management
analysts, safety officers and rep-
resentatives from the city garage

and other operating departments
that use the trucks.

The team determined that most
employees were slipping because
of their muddy boots. The team
decided that an effective and in-
expensive solution would be to in-
stall boot scrapers on the trucks.

Early data show that those
types of injuries have been re-
duced since the boot scrapers
were installed, Mr. Esenberg said.

A cousin of the team-building
concept is partnering: establishing
long-term relationships with a
limited number of suppliers, like
brokers, insurers and third-party
administrators.

"That means having only one or
two brokers instead of four or
five," explained Dan Knise, a

Continued on next page
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Job market

Continued from page 3

ance for American General Hospi-
tality Inc., a hotel management
company based in Dallas.

Mr. Hidden, who joined Ameri-
can General Hospitality earlier
this year after holding several
public entity risk management
jobs in California, exemplifies the
improving job market.

It took him about three months
to change jobs, a lag period which
he said was very acceptable. "It
would have taken at least six
months, maybe more, had | stayed
in California” rather than move to
Texas. "But overall, things are
brighter. We're moving in a posi-
tive direction,” he said.

Executive recruiters specializ-
ing in risk management and insur-
ance also say that job opportuni-
ties are improving as corporations

Quality management

Continued from previous page
managing principal and senior vp
in Washington for Johnson & Hig-
gins. Mr. Knise also chairs J&H's
quality task force.

The concept is that fewer part-
ners will know a risk manager's
business better than if they were
just one of many such suppliers.

Noting that as much as 70% of

the cost of risk is attributable to
claims, Mr. Knise said that the best
way to "get at that" is through a
partnership approach that focuses
on loss prevention and claims han-
dling.

The popularity of the concept is
being driven by risk managers' real-
ization that "the way they handle
business is more important than
how they place their insurance,”
Mr. Knise said.

Flow charting all elements of a
process also has helped risk manag-
ers find where the process is bmak-
ing down or just how it can be com-
pleted more efficiently.

Stamford, Conn.-based Xerox
Corp. used a quality improvement
team to map its property valuation
process to weed out steps that only
added time, said Charles M. Arm-
strong Jr., manager of corporate
risk management at Xerox Corp. of
Stamford, Conn.

Weyerhaeuser's Ms. Hawkins
used flow charting to improve her
department's handling of vendor
invoices when some were not paid
in a timely fashion.

The department, as a team, con-
structed a detailed step-by-step ac-
count of how invoices arrive
through various channels and were
handled by various staff through
the point that a check was autho-

med to be cut for the vendor.

As a result, the department un-
derstood better where bottlenecks
in the process occurred and where
invoices could go astray. Invoice
processing was then modified to
eliminate those problems.

Through flow charting, "Every-

one can see where their function
is " Ms. Hawkins said. No invoices
have dropped through the cracks
since the process was flow charted
two years ago, she said.

Risk managers also should "go
out and steal shamelessly" from
other areas of the company that al-
ready have committed to total qual-
ity management, Deloitte's Mr.
Charron said.

For example, a risk management
department at a company with a
wamhouse operation could improve
its claims payment process, and
possibly reduce claims costs, by
studying how the warehouse rede-
signed its flow to cut order-comple-
tion time. That analysis could focus
risk management on how a claim is
routed through the department. Il

restaff after cutbacks and "right-
size," a term commonly used to
describe upgrading the quality of
the person holding a position, as
opposed to downsizing through
the ehmination of jobs.

"There's a marketplace out
there for state-of-the-art risk
managers. Ones with various pro-
fessional degrees and certificates,
knowledge of insurance markets
and risk financing experience are
finding new jobs. It's only the
old-line insurance buyer who's
having a difficult time holding a
job or finding a new one," said
Bill Perry, president of Logic As-
sociates Inc., a New York-based
executive search firm specializing
in risk management positions.

"Corporations are still eyeing
every position, including risk
management. Rightsizing has
taken over from downsizing. Con-
sequently, opportunities are pop-

'There's a

marketplace out there

for state-of-the-art
risk managers,' says
Bill Perry.

ping up, provided that the candi-
date is a good communicator with
technical skills beyond simply
buying coverage,” Mr. Perry
pointed out.

"Most companies have already

taken their serious cost-cutting
measures, so the climate is bet-

ter," added Mike Tannenbaum,
executive vp with Richard Meyers
& Associates Inc., a risk manage-
ment recruiting firm in Florham
Park, N.J.

"At the same time, the job seems
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to be getting some renewed focus.
Companies really want to control
their workers compensation costs
and that falls on the risk manager.
The job has evolved from insur-
ance purchasing to front-end cost
management. Safety and claims
management is probably most im-
portant these days," he said.
While risk managers say the job
market is improving overall, cer-
tain regions of the country are do-
ing significantly better than oth-
ers. Specifically, the West Coast is
still mired in a recession that's
limiting risk management hiring.
"California is still hurting and
predictions are for the recession to
last through 1995," said Candace
Clark, international risk manager
with Apple Computers Inc. in Cu-
pertino, Calif. "We recently had
our staff reduced by one profes-
sional. For those out of work, the
options include consulting in a

CONFERENCE

specialized area or part-time
work for smaller companies. At
least this way you're in the loop
for when things turn.”

"It's bad in California. | have
friends there who are dying on the
vine. Private companies are still
downsizing and public agencies
have nothing decent to offer. It's
attrition and replacement with a
close eye on salaries," added Mr.
Hidden, who held jobs with three
different public entities in South-
ern California before moving to
Texas.

For those still battling the job
market, Mr. Hidden recommended
focusing on smaller companies
that are just beginning to explore
risk management. "Searches
should begin with the smaller
firms. The large companies have
so many high-quality people
knocking on their doors

Continued on nezt page
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7:30 p.m. Hosted by Business Insurance and
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9:00 a.m. OPENING REMARKS BY CONFERENCE CHAIRMEN

Kathryn J. Mcintyre
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James M. Bureke, Editor

Business Insurance

9:15 a.m. KEYNOTE ADDRESS
Russell C. Coile, Jr., President
The Health Forecasting Group
9:45 a.m. HEALTH CARE REFORM:

WHAT THE MAJOR PLAYERS WANT

Panel Moderator:

Jerry Geisel, Editor-at-Large

Business Insurance

Larry Milroy

Director - Benefit Management and Health Services
Rockwell International Corp.

William H. Sharkey, Jr.
Senior Vice President, National Marketing

CIGNA Corp.

G. Rodney Wolford, President & CEO
California Healthcare System

10:45 a.m. Mid-Morning Refreshments & Table-Top Exhibits

11:15 a.m. CONTROLLING EXPENSIVE CASES:
PRENATAL & WELL BABY CARE

Maureen Corry

Director of Education & Health Promotion

The March of Dimes

Beverly King, Director of Human Resources
Los Angeles Department of Water & Power

12:15p.m. LUNCHEON FOR SPEAKERS ANDATTENDEES

Hosted by CIGNA Corp., Intracorp and
MCC Behavioral Care

1:15 p.m. KEYNOTE LUNCHEON SPEAKER

Jerry D. Gardner, M.D.

Professor of Internal Medicine

Associate Chairman, Department of Internal Medicine

School of Medicine

St. Louis University Health Sciences Center



Continued from previous page
that the competition is too great.

"Beyond that it's network, net-
work, network. Reading the news-
paper is fine, but it won't get you
anywhere," he said.

James Duggan, the new risk man-
ager with TEREX Corp., a heavy
construction equipment manufac-
turer in Westport, Conn., agreed
that networking and participation
in associations like the Risk & In-
surance Management Society Inc.
are the keys to finding new work.

"It really helps to Tmow the risk
management community. There are
jobs out there for 'No. 1' risk man-
agers. It's the 'No. 2s' that are find-
ing things difficult in this age of
smaller staffs," he said.

Mr. Duggan, who has been in the
field for 19 years, formerly was risk
manager at Bowater Inc., a paper
company that recently moved its
risk management operations to

1:45 p.m. Break

Greenville, S.C., from Danen, Conn.
"l didn't want to relocate to South
Carolina. Fortunately, I'm comfort-
able enough with my ability that |

felt | could get another top posi-
tion."

It took him three months after
leaving Bowater to catch on with
TEREX. "I 1cnew Bowater was mov-
ing last year so | started looking
early. | had five offers between then
and now, but this was the best for
me," he said.

"l was fortunate, but as a risk
manager today, you have to be pre-
pared to explore consulting or bro-
kering. The big consulting firms like
Coopers & Lybrand and McKinsey
& Co., as well as the major brokers,
are hiring," Mr. Duggan said.

But a risk management consultant
warned against believing the transi-
tion from corporate risk manage-

ment to consulting is an easy one.
"The natural evolution for an un-

2:15 p.m. COMPLYING WITH ADA &EEOC
REGULATIONS WHILE CONTROLLING COSTS

Michael J. Lotito, Managing Partner
Jackson, Lewis, Schnitzler & Krupman

3:00 p.m. Mid-Afternoon Refreshments & Table-Top Exhibits

3:30 p.m.

ALLIANCES IN THE MANAGED

PRESCRIPTION DRUG INDUSTRY

Panel Moderator:

employed risk manager is to move
into consulting. But consulting is a
totally difemnt field that requires
completely diKerent sldlls, Many
risk managers who try their hand at
consulting aren't as successful as
they thought they would be," said
Mark Charron, a senior manager
with Deloitte & Touche in Hartford,
Conn.

Nevertheless, consulting can keep
a risk manager's sldlls fresh until he
or she finds a risk management job,
possibly with a former employer.

Larry Neighbour, who was laid
off by General Instrument Corp. of
Lyndhurst, N.J., in 1991, recently
was rehired by General Instrument
after two years of performing con-
sulting work for the company.

"The job is basically the same as
before they phased it out, except
that I'm on my own. There's no
longer an insurance analyst to assist
me, but otherwise nothing has

DUG&76.€566 1766U/UnCe, 1.eCem[Jer 0,1330 /7 01

changed. I'm responsible for every-
thing from purchasing coverage to
managing claims," he said.

Similar to California and the West
Coast, risk managers in Canada are
feeling pressure from the Canadian
recession, said Mike McAndless, risk
manager with United Grain Grow-
ers Ltd. in Winnipeg, Manitoba.

"In general, anyone responsible
for a cost center such as risk man-
agement is being questioned. We're
being forced to do more with less.
Health, safety and developing envi-
ronmental policies and procedures
are something we never had to do
before," he said.

Like their U.S. counterparts, out-
of-work risk managers in Canada
often are being forced into the con-
sulting and brokerage business

"I haven't seen a lot of people let
go, but given the financial con-
straints we're operating under, it's a
constant possibility,"” he said. m

11:45 a.m. OUTCOMES MEASUREMENT: CAN
IT REDUCE HEALTH CARE COSTS?

Lucy Johns, Independent Consultant
Health Care Planning & Policy

William J. O'Neil

Manager of Health Care & Wellness Programs

Procter & Gamble Co.

12:30 p.m. LUNCHEON FOR SPEAKERS AND ATTENDEES

1:30 p.m. KEYNOTE LUNCHEON SPEAKER

Cooperation
between

risk, benefit
execs tied to

comp savings

espite much talk, for-

risk management and

employee benefit staffs’

at most companies are
few and far between.

Progressive companies, though,
are trying to encourage fuller coop-
eration between risk management
and employee benefit departments
in an effort to cut workers compen-
sation costs.

While risk management staffers,
who typically oversee workers
compensation prograrns, often say
they work with the employee bene-
fits department, they often do not
do a good job of coordinating their
functions, said Dan Miller, national
workers compensation managed
care consultant for The Wyatt Co.
in Boston.

The vast majority of companies
have--at best-unwritten policies
and procedures about how to han-
dle claims that overlap risk man-

Christine Woolsey, Associate Editor
Business Insurance

Managed Health Care Director
The Upjohn Company

Dennis J. Nirtaut, Manager of Employee Benefits
Continental Bank

4:30p.m. COCKTAIL RECEPTION
Hosted by The Upjohn Company
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Paula Roe, Vice President - Compensation & Benefits
Norwest Corp.

2:00 p.m.

2:30 p.m.

3:30 p.m.

Ellen M. Sanders, Partner
Innovative Health Care Services, Inc.
First Vice President

American Nurses' Association

Break

DEBATING THE COVERAGE OF
EXPERIMENTAL TREATMENT
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James M. Burcke, Editor

Business Insurance

Terry Rogers, M.D.

Senior Vice President - Medical Affairs

King County Medical Blue Shield

Lawrence J. Schneiderman

Professor - Department of Family & Preventive
Medicine and Department of Medicine

University of California-San Diego

WELLNESS PROGRAMS: ARE THEY REALLY
EFFECTIVE AT CONTROLLING COSTS?

Panel Moderator:

William E. Hembree, Director

Health Research Institute

William B. Baun

Manager - Health Promotion Department
Tenneco, Inc.

Kurt P. Hobbs

Supervisor - Preventive Health Education
Southern California Edison

Ronald Komers, Personnel Director
County of Ventura

4:30 p.m. CONFERENCE ADJOURNS

CORPORATE SPONSORS

CIGNA Corp.

Intracorp

MCC Behavioral Care

The Upjohn Company

agement and benefits departments,
he said.

There are various reasons why
companies don't coordinate work-
ers comp and group health care
benefits, including lack of familiar-
ity with the concept and fear
among lower-level managers that
such activities may reduce their re-
sponsibility and target them for
downsizing.

While support for coordination is
growing, consultants disagree
about how rapidly this trend is
emerging.

"I'm running into more talk
about getting risk management
and employee benefits personnel
talking about workers comp, but
no action in terms of actually coor-
dinating the programs" is being
seen, said consultant Taylor Den-
nen, a principal with William M.
Mercer Inc. in Deerfield, IlIl.

However, "we are seeing an in-
crease in the number of firms that
coordinate workers comp with
their group health program," said
Dan McAdarns, national practice
leader for health and welfare for
Towers Perrin in Tampa, Fla.

The number of surveyed employ-
ers reporting that they coordinated
their workers comp program with
their group health program more
than doubled to 39% from 17% be-
tween 1993 and 1991, according to
a Towers Perrin study (BI, June
14).

There is a big need for such coor-
dination: Annual medical and
wage-replacement costs for insured
and self-insured employers will
surpass $140 billion by the year
2000, compared with $60 billion
currently, Towers Perrin estimates.
Medical costs will account for
nearly 50% of total workers comp
costs, up from about 40% today.

However, while 39% of the com-
panies surveyed are using some
form of coordination, that was the
second-least-popular workers
comp cost control measure of the
24 surveyed, even though it re-
ceived the highest marks in terms

of effectiveness.

Continued on page 24
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Account

Management
Team
/ Claims \
/ Team
Introducing the L=---1

client-focused structure from
Continental Risk Management.

Let's just say our structure is a bit
more focused than most. Focused on
helping you and your company cut
medical, litigation, and indemnity costs.

INn the past, an account manager
might have had to manage 30 to 40
different accounts. With that many
accounts, how could you get to know
the specific needs of any one?

At Continental Risk Management,
we've simplified things. A dedicated
team of insurance professionals repre-
senting claims, underwriting and loss
control is assigned to each client. We
get to know your account thoroughly.

VWhich enables us to focus on our sole

responsibility To reduce your insurance

and loss costs.

Our innNnovative claims

management saves clients over
20 cents on every dollar.

Because our client-focused teams

are in daily contact with

Consultant Program we use practicing
physicians and on-site nurses to devel-
op sound medical and return-to-wark
strategies, as well as identify unneces-
sary treatment. Giving us a level of
expertise that others don't have. Plus
our retrospective bill reviews check for

adherence to fee schedules and

duplicate billing. And we use preferred

Controlling fraud: prevention,
deterrent, and prosecution.

Fraud is a $17 billion a year prob-
lem. It costs everybody. At Continental
Risk Management, we're doing some-
thing about it. It begins with education.

We work with you to make your
employees aware of their rights under

workers' compensation, so they're less

provider organizations with pre- likely to take advantage of the system.

arranged discounts, as well as ser-
vices for discount prescriptions and
medical supplies. It all adds up to

lower costs for you.

wWe minimize

litigation and
Peer
related expenses.
Group

We're also good at Average

controlling litigation 15.5%

11.5%

costs, because we're

part of Continental

Insurance. In fact, the

most recent statistics available indicate
that Continental's litigation and related
expenses are significantly lower than
16 peer competitors. We tap into
Continental's 400 seasoned legal pro-
fessionals, who have an average of ten
years' trial experience. VWhen we do go

to trial-three times more than the

industry average-we receive defense

verdicts 72% of the time.

How we prevent

Cost Containment Savings-1992

Yo ur,

containment oppor- %

tunities that ot rs 100 -

miss.

rriay Our 80 /-

Aggressive Early In- 60 /-
tervention Program 40 '//-

enables us to con-

tact injured workers,

Total Costs

their employvers, armnd

wWwe Ccan see cost

I:

- intensely involved

losses before
they occur.

Another advantage to

our client-focused

structure is that we
20.9%

have the time to get

Savings

Aas 0O, in your business.

Savings
We're able to antici-
>

treating physicians within 24 hours. pate your needs

Our 1 - 800 claim reporting service

and initiate solutions to Mminor

means you can report claims, -t\EZZ=-——— / problems before they become
/- Pharmacy Bill 1

including workers' compensation, \--_ Revieiv major ones. We work with
C-- Dental Bill --)

to us 24 hours a day, seven days ___ Rvlew-/ you to identify workplace dan-

/'Discount Wedical \

a week. We'll even prepare and file EE!." gers that may exist, and to

the first notice of injury form. In our

osuf,mu eliminate them to create a

unique Medical Consultant/Nurse pejliy&628r safer working environment.

Litigation and Related Expense Ratio _

Continental

We're also developing a reputation as a
company that aggressively pursues
fraud. We're a founding member of the

Coalition Against

. INnsurance Fraud.
Savings

26% We fund sting oper-
ations. We have 10
investigative offices across the

country. The end result is that

every dollar we spend to fight

fraud saves nine dollars in loss

costs.

The importance of,isk transfer
kNnow-how.

Big companies manage their risk in
different ways. VWhether you choose a
retro plan, a large self-insured retention,
deductible, or captive arrangement, we
have the underwriters with the expertise
and creativity to design a program just

for your business.

WVWWe listen. We are flexible.
We are responsive.

We've changed the structure of risk
management. It's built upon dedicated
client teams that listen, are flexible,
and are responsive to your needs.
This 100% dedication to you allows
us to reduce your loss and insurance
costs better thanmn anyone in the
industry.

For more informatiomn about
Continental Risk Management, call
our president, Adrian Tocklin, at
(212) 440-3693. She’'ll be glad to

hear from you.
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Cooperation

Continued from page 21

Eighty-nine percent of the em-
ployers that coordinate workers
compensation and group health
programs rated that technique as
effective.

Companies that coordinate take
"a management approach" to
workers comp and "know that
how a company manages workers
comp is really the key to how
much a company spends and how
well their employees are cared
for," said Marcia Burgdorf, presi-
dent and chief executive officer
of The Guildford Group, an inde-
pendent consulting firm in Balti-

Emerging software products, as
well as health care reform propos-
als, are encouraging a coordinated
approach.

Software vendors, insurers and
third-party administrators are
"scrambling" to develop products
for "single source administration"
of workers comp and group health
programs, Towers Perrin's Mr
McAdams said. He predicted the
first viable product will be avail-
able next year.

Eventually, single benefit plans
will emerge and then single-
source financing of both workers
comp and employee benefits, Mr
McAdams predicted. "That is
when we will have true 24-hour
coverage."

Several states are now testing
24-hour coverage pilot programs.
In addition, President Clinton's
national health care reform pack-
age proposes that an injured em-
ployee receive his or her medical
care from the same provider,
whether they are injured on or off
the job.

Companies that try to foster
closer cooperation between risk
management and employee bene-
fits departments discover that
both staffs can learn from each
other, consultants say.

Risk managers' strength is their
understanding of how to manage
workers comp cases to get em-
ployees back to work, said Mer-
cer's Mr. Dennen.

Employee benefits managers’
strength is their understanding of
how best to manage health care
providers. In addition, they have
significant employee communica-
tions capabilities, and employees'
are used to accepting benefit-re
lated information from them, con
sultants say.

"There is a synergy both depart
ments can gain if they work to
gether,"” Mercer's Mr. Dennen
said. They can improve cost sav
ings, quality and employee morale
by streamlining the delivery of
benefits so they appear to conne
from one program instead of two,
he said.

The City of Lakewood, Colo.,
which has more than 600 full-time
employees, went all the way and
combined its risk management
and employee benefit operations
in 1987, when the city's employee
benefits supervisor resigned.

"It's better to put the buying,
the maintenance and the manage
ment of workers comp and em
ployee benefits all in one place,”
said Stephen Finley, Lakewood's
risk manager.

The city, the fourth-largest in
Colorado, has about 660 full-time
employees. It averages about 170
workers comp claims annually,
valued at about $225,000 in medi
cal and wage-loss payments, Mr
Finley said.

Combining management of
workers comp and group health
benefits has made it easier for the
city to get supervisors to respond
quickly to employee medical

problems, even if those problems
are found later not to be work-re-

lated. For example, the city paid
workers comp medical benefits
when a diabetic worker who
fainted on the job was taken to
the emergency room for treat-

were not compensable under
workers comp.

"It lets us trade little dollars for
a big result," he said. Employees
feel taken care of and are brought
back to work very quickly, which
keeps litigation very rates low, he

'There is a synergy both departments can gain if they
work together,' says Taylor Dennen. They can
improve costsavings, quality and morale by
streamlining the delivery of benefits so they appear to
come from one program instead of two, he says.

% 1

ment.

However, any subsequent work-
ers compensation benefits were
denied after it was determined

that the worker fainted because of

improper eating habits, which

said.

"These days, there is not a lot of
money to be saved in being a fi-
nancial wizard in terms of re-
structuring premium costs, but
there can be a ton of money saved

from safety programs, case man-
agement and getting employees
back to work," Mr. Finley said.
While greeting card manufac-
turer Hallmark Cards Inc. in Kan-
sas City, Mo. has not merged its
risk management services and em-
ployee benefits departments, the
risk management unit has im-
proved how it integrates workers
comp claims administration with
other departments as a result of a
five-month project undertaken
earlier this year (BI, April 26).
The task was given to a 36-
member team that drew its mem-
bers from the risk management
services department-including
safety, risk financing, forecasting
and computer experts-as well
from the company's human re-
sources, medical, internal audit
and sales departments and from

individual operating units.
"The aim was overall unifor-
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mity within general principles
while preserving the autonomy of
individual divisions or locations
to adapt it for their operations,"
said Christine Howard, adminis-
tration manager in the risk man-
agement services department.

The team made more than two
dozen recommendations, which
senior managers approved in Au-
gust. Since then, the team has des-
ignated a six-member committee
to oversee implementation of rec-
ommendations.

For injured employees, this has
resulted in new explanations of
the workers comp system in an in-
formation sheet and a booklet in a
question-and-answer format. For
supervisors, it has meant a new
entry in the management note-
book explaining managers' re-
sponsibilities to an injured em-
ployee.

Continued on next page

Some insurance customer service people keep coming
up with the same old answers to every problem.
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The team also prepared a one-
page state of principles on re-
turn-to-work for the company's
medical staffers and others. "One
of the premises is that representa-
tives from all these areas-medi-
cal, human resources, risk man-
agement and safety-will work
together to help return an injured
employee to work,”" Ms. Howard
said.

"The risk management depart-
ment could have tried to develop
this program alone, but it
wouldn't have been as good or as
well-accepted," she said. Also, the
process-from discussion to pre-
sentation to implementation-
would have taken longer.

"We now have this corporate,
global program that can be modi-
fied location by location," Ms.

Howard said. "We all know where

we are going and we are going

there together. All those areas
that participated in developing
the integrated program consider
this as their program.”

Los Angeles-based Times Mir-
ror Co. began a similar review
process on Oct. 15, said Wyatt's
Mr. Miller. Times Mirror's 36-
member team plans to complete
its work by Jan. 15, he said.

"They are getting lines of com-
munication open on how depart-
ments can work together to con-
trol costs," he said.

"By communicating, they are
learning the best practices from
each other which will become
written policy, corporatewide," he
said.

However, Mr. Miller warned
that companies establishing simi-
lar integration efforts must desig-
nate a project leader in order to

avoid confusion and duplication
of effort. Tul

RMIS vendors

Continued from page 3

"The availability of resources
we as an insurance carrier have"

is far more extensive than that of
an independent RMIS vendor,
stated Matthew L. Carden, direc-
tor of risk management services
for Travelers Corp. in Hartford,
Conn.

For example, the staff that sup-
ports Travelers' CARMA risk
management information system
software can call on the insurance
company's actuaries, underwrit-
ers and other insurance specialists
if needed, he pointed out.

Also, an insurer's data-process-
ing resources, such as staff and
storage and computing capacity,
generally are very large, Mr. Car-
den added.

He also said that many clients
prefer the "convenience factor" of

Clients praise Lesa Burgess at CNA
for treating each problem individually.

"Regardless of the problem, Lesa Burgess has taken the
time to find a hassle-free solution. By taking

responsibility for the situation, she made my job a
lot easier\V/

Sincerely,

Jim Davison
Medical Insurance Specialist

Insurance companies can make promises,
but iCs the people who keep the commitments.
And CNA employees like |.£sa Burgess, Customer

Service Representative, take the time to review

each client's situation individually to find the
best solution. This personalized attention helps
make our program a success.

Benefits managers and employees across the

country have written to thank our staff for their

CNA

ForAll the Commitments You Make®
Group Benefits fem CNA: Life & Health « AMD- Vision ¢ Dental « STD ¢« LTD  Pensions- Long:Term Care « Managed Care
CNA isa registered service markof the CNA Financial Corporation. Coverages are underwritten byone or moreof the CNA Insurance Companies/CNA Plaza/Chicago, IL 60685.

dealing with one vendor that pro-
vides a range of services. CARMA,
which operates on a mainframe
computer, can create an inte-
grated common data base from
several different data sources, he
said.

However, even if a risk manager
terminates his or her relationship
with Travelers, he or she can still
easily continue to use CARMA,
Mr. Carden said.

Juan Rodriguez, insurance ad-
ministrator for Baker Hughes Inc.,
an oil field equipment manufac-
turer and services company in
Houston, said the firm signed on
with CARMA when the company
began using Travelers as its in-
surer about seven years ago.

When Baker Hughes decided to
switch insurers in October 1992, it
continued to use CARMA, though,

he said.

CARMA is very flexible and

responsiveness, flexibility in designing the right
plan, cost containment efforts and, even more

importantly, their compassion and courtesy.
It's the dedication and commitment of our

people that have helped the CNA Insurance

Companies become one of the leading group
benefits insurers.

For more information, call your independent
agent or broker or your CNA representative.

And, "it's just as easy accessing

information itself," he added.

parent and an RMIS subsidiary.
For example, when David Corp.,
a San Francisco-based RMIS ven-
dor, was owned by Nationwide
Insurance Co., it was "kind of like
the ugly stepsister," quipped Dave

Duden, David's director of sales.
David would advise clients to

self-insure and self-administer
while Nationwide wanted to sell
insurance, he explained.

David, which sells PC-based
RMIS software, was acquired by
The Wyatt Co. in September 1990.
Wyatt's ownership of the com-
pany is advantageous because of
Wyatt's risk management consult-
ing resources, Mr. Duden said.

Buying an RMIS from a broker
can be advantageous but more
complicated than buying from an-
other source, according to David
Tweedy, a senior manager in the
Hartford, Conn., office of Deloitte
& Touche.

The advantage of buying from a
broker is that a "very synergistic
relationship" develops, he said.
"That's an ideal situation.

"You've essentially expanded
your risk management capabili-
ties" because broker-owned sys-
tems often perform more varied
functions, such as tracking expo-
sures and policy information, he
explained.

Many broker-owned RMIS sys-
tems are "designed to have the
broker be the back-room manager
of the risk management depart-
ment.”

In comparison, insurer-owned
systems usually are claims-driven,
Mr. Tweedy said.

"We are the interpreters of the
data as well as a vendor," stated
Bob Petrie, vp and manager of
strategic systems for Johnson &
Higgins in New York, whose
J&H*STARS system is a PC-
based RMIS.

"Our perspective on it is not just
the system but all the relevant
services related to the data," he
said.

The forte of a broker-owned
RMIS often is client service, Mr.
Tweedy noted.

Gerry McCabe, director of risk
management for Burlington In-
dustries Equity Inc. in Greens-
boro, N.C., said one of the reasons
he uses J&H*STARS is because of

the responsiveness of the broker's
staff.

However, brokers "want to wed
the client closer and closer to
them," Mr. Tweedy warned.

"Typically, a broker would be
less likely to allow their system"
to continue to be used by a client
who terminated the relationship
with the broker. And, there are
usually more political consider-
ations involved with terminating
a relationship with a broker than
with an insurer or an independent
RMIS company, Mr. Tweedy ex-
plained.

Clients who use J&H*STARS
sign a three-year service agree-
ment that covers data conversion
and telephone support, Mr. Petrie
said. Clients can terminate their
relationship with J&H and con-
tinue to use J&H*STARS for the
duration of the service agreement,
Mr. Petrie said, adding that about
10% of J&H*STARS users are not
J&H clients.

After the three-year service
agreement concludes, few clients
that no longer have a relationship
with Johnson & Higgins continue
using J&H*STARS, Mr. Petrie

said. 1Ml
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LANSs useful tools

for risk managers
RMIS experts tout system benefits

By LOUISE KERTESZ

With mainframe systems increas-
ingly being labeled the "dinosaurs"
of the computer age, risk manag-
ers--and the consultants and ven-
dors that help them develop their
information systems-are singing
the praises of local area networks.

Local area networks, or LANs,
are the wave of the future for risk
management departments, risk
management information system ex-
perts agme. LANs are systems made
up of powerful personal computers,

HOW TO STOP RUNOFF COM FROM
WALKING AWAY WITH YOUR PROFITS

IRISC stops runoff costs in their tracks.
Through superior loss control. Meticulous
administration. And theexperience to resolve
common runoff issues before they become
runaway problems. All at less than thecost of
managing your runoff in-house. Guaranteed.
So you can redirect time and resources to
more productive opportunities. Don't let run-

off costs run up your operating expenses.

RIS C
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Insurance, reinsurance, intermediag
and extended warreuy runoffs

For further information or a brohure, please contact:
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Jerry McArthur
Tel: 071-816-0000
Fax: 071-816-0010

Peter Johnson
Tel: 609-655-8383
Fax: 609-655-0503

Los Angeles « Miami « Jamesburg, N.J. « London

linked by a file server, that share
software and data bases and allow
multiple users quick access to infor-
mation.

The memory storage capabilities
of these systems can rival those of
mainframes and, depending on the
software on the file server, data can
be manipulated in myriad ways.

For instance, with a LAN, a risk
manager could sift thmugh claims
data and zero in on the particular
machine that is causing most work-
ers comp injury claims at a plant.
Or a user could extract a series of
numbers from a lengthy document,
insert them on a graph and print
out an attractive report.

For increasing numbers of risk
managers using LANs, gone are the
days when they would have to rely
on an outside data base-whether a
vendor's mainframe or a corporate
computer department-to generate
the information they required,
which was both costly and time-
consummg.

LANs connected in a so-called eli-
ent/server network are an "exciting"
technology, said David Tweedy, se-
nior manager at Deloitte & Touche
in Hartford, Conn. "It's an ex-
tremely flexible, high-speed system.

"It's where the industry is headed.
The computer industry is there al-
ready, but for the insurance and risk
management industry, it takes a lit-
tle longer," Mr. Tweedy added.

James River Corp., a leading pa-
per products manufacturer based in
Richmond, VVa., now uses a LAN
with 12 PCs for its workers comp
claims management system, which
runs with David Corp. software.

Staffers in James River's Vancou-
ver, Wash., office use the system to
administer workers comp claims for
the company's paper mills nation-
wide, said Nancy Taylor, workers
compensation administrative super-
visor, who is based in Vancouver.

Ms. Taylor recalls the old days of
working with an in-house main-
frame.

"Often on a mainframe system,
you get involved with 'We'll have to
ask data processing,' then theyll
say, 'Tell us what kind of a report
you want.' Then they'll put it to-
gether-it will probably take about
two months-and it probably won't
be pretty.

"Then you end up taking the re-
ports and extracting the informa-
tion." Then, the information would
be input into a PC that can interface
with a laser printer to make the re-
ports look decent, she said.

Now, with the softwam installed
on its LAN, Ms. Taylor can do it
herself "and have it look terrific. It
saves time. And we like the flexibil-
ity on a LAN of being in control of
our own data. Our manager likes to
be able to say, 'Can you tell me
about this and this?' and have the
report an hour or two later. That's
very helpful when there are presen-
tations to do," she said.

"Our primary focus in risk man-
agement is the ability to analyze in-
formation so you can tell at any
time where claims am going, where
they have been, how much they
cost. And, there are things about in-
juries you might want to track, such
as safety statistics,"” Ms. Taylor ex-
plained.

With the LAN, "you can produce
very complicated, beautiful-looking
output, and it's pretty easily user-
generated."

Continued on page 28



You never know where your
next claim is coming from.

But with RISKTRAC, you'll be ready

Nobody should ever slip on the same banana peel twice. with technical specialists responsible for just one thing-making
And thats the whole point of RISKTRAC: sure RISKTRAC does what you need it to do.

Ifs a Risk Management Information System (RMIS) that not Take a minute now to clip the coupon or call for more
only makes it easier to process and follow claims, but also helps information, whether F——m—————————— 7
you prevent them. With it, you can readily build your own data you're already using | Please send me more RISKTRAC information on: |
base by consolidating information from carriers, administrators, an RMIS or not, you 1 C:E?:MAN MAA:T:TZRVQCSC
and other sources as well as adding your own claims. You can may be surprised at 1|225|'3B°’"c":”::’”se”;;outh, NI 03801 |
even move your data into your favorite spreadsheet. how much RISKTRAC |

You can reduce costs through improved forecasting, more can do for you. F— —a r o e
efficient management, and the kind of loss prevention that leads But then, with | Company |
to lower insurance overhead. Mmore tham 80 yvears 1 1

The result: more control. Of your risk, of your data and, of risk management [ ~e A A === 1
most importantly of your dollars. eXperience behind 1 Cw a Zip

Best of all, RISKTRAC comes with total customer support. RISKTRAC, its appeal | BuNness Phone |
That means training and installation plus lifelong maintenance is no accident. L -1

Helmsman

Management
Services, Inc.

© Helmsman Management Services, Inc., is a wholly owned subsidiary of Liberty Mutual Insurance Group



28 / Business Insurance, December 6, 1993

S oo tiliicaghihhh t re=fp>c>r

Local area networks

Continued from page 26

Another firm satisfied with its
LAN capabilities is the loss control
and claims department for the man-
agement services operation of The
ServiceMaster Co. in Downers
Grove, lll ServiceMaster provides
management staff for housekeeping,
plant operations and food service at
schools, hospitals and industrial
plants, among other services

ServiceMaster's loss control de-
partment has a LAN using eight
PCs running Johnson & Higgins'
J&H*STARS software program,
among other programs. The depart-
ment monitors workers comp, gen-
eral liability and auto liability
claims filed with its insurer, The
Home Insurance Co; said Cara Lee-
man, workers compensation coordi-
nator at ServiceMaster.

Among other things, "J&H*
STARS allows us to find er-
rors.. .such as employees who are
not ours, and to monitor the dollars"
set aside for reserves, she said.

One staff member is using the
software to allocate workers comp
costs to the budgets of ServiceMas-
ter managers at 100 facilities that
incurred the claims, Ms. I[keman
said. Prior to getting the LAN, those
costs were not allocated.

"It's working out real well," Ms.
keman said, and the loss allocation
program will be expanded to other
facilities next year.

In extolling the organization's
LAN, Ms. Leeman says, "We enter
all our notes in there, all our dialies.
We can pull them up and on a cer-
tain date they tell you that you have
to look at this claim.”

And the department has added an
electronic mail system on its LAN
that is linked with The Home.

When a LAN network spans mone
than one site, it becomes a wide
area network, or WAN, which the
risk management departments of
most large national companies al-
ready have, explained Deloitte &
Touche's Mr. Tweedy.

"For sure in my mind there's no
doubt that LAN/WAN is where
things are heading," he said.

A LAN/WAN network gives users
more options than a system in
which users at various locations are
connected to one mainframe, said
Eric Hoffberg, vp at California In-

teractive Computing in Valencia,
Calif.

"The real diEerence between a
WAN and the use of a mainframe"
is that people in different locations

across the country can share
whatever information is on that

mainframe "but they can't effec-
tively share it with other co-work-
ers," because their terminals typi-
cally are not linked, he said.

Many of CIC's Fortune 1,000 cli-
ents "have a significant investment"
in their mainframes and because of
the economy "am kind of in a hold-
ing pattern with regard to invest-
ment," said Mr. Hoffberg. But even-
tually, "we see them moving toward
a LAN environment,"” he said.

Many smaller risk management

departments-whether or not they
self-administer claims-will also

find a LAN cost-effective and effi-
cient for RMIS purposes.

Take, for instance, the risk man-
agement department at Sysco Corp.,
a Houston-based food distributor
that has only seven PCs in its LAN.

Periodically, Sysco's five insurers
send it "big magnetic tapes" with
information on workers comp, auto
liability and general.liability claims
from its 60 warehouse locations,
said Beverly Lannou, risk informa-
tion specialist.

"We download those onto a PC
and upload" into the company's
David Corp. software, she said.

With the help of programs from

the software vendor, Sysco staff col-
late the data from its insurers for

vanious purposes. For example, "We
bill our different locations for their
workers comp liability costs," Ms.
Lannou said.

Under Sysco's pmvious RMIS,
which relied on a vendor's main-
frame, "We couldn't pull the reports
that we needed. To get a report you
needed, you actually had to call
them and have them run it for you,"
she said. "It wasn't user-friendly."

Sysco is also considering expand-
ing into a WAN. "We want to get
our companies to enter their own
data-hopefully, within the next
year," Ms. Lannou said.

Vendors like Johnson & Higgins
are developing RMIS software--like
J&H*STARS program-for clients'
LANSs, said Robert Petrie, director
of strategic systems at J&H in New
York.

"The trend among our clients is to

IF YOU WANT TO SAVE MILLIONS

own their data, to have it on their
own computers. That has moved the
marketplace to LAN-based sys-
tems," he said.

Instead of getting a report
"three-feet-thick" from a mainframe
three months after you ask for it, a
LAN with the appropriate software
"can pull data out of data base and
organize it in meaningful ways," in-
expensively, using spreadsheets,
graphics and word processing pack-
ages, Mr. Petrie said.

The fledbility of LANs to accom-
modate various software programs
has turned many risk management
staff members into computer ex-
perts. "One of the software packages
that has proved to be really benefi-
cial to people in our oKice is the
WordPerfect Office package," which
offers E-mail, gmup scheduling and
other features, noted James Rivers'
Ms. Taylor.

"As a result, most of the people in

our office have excitedly given up
paper calendars, unplugged their
calculators and got rid of them-
they've gotten into the technology
and some of the productivity
things," she said.

And with the "thousands of PC
applications" available to LAN us-
ers, clients have found unexpected
savings, said David Ellman, man-
ager of technical services for David
Corp. in San Francisco.

For example, since David's soft-
waie interfaces with a laser check
printing facility, "one client told us
they saved $5,000 just on printing
checks," since the client was able to
consolidate its various payments to
a single vendor.

But with all of their advantages,
LANs have some disadvantages,
warns CIC's Mr. Hoffberg. "One of
the things that. can bite you unex-
pectedly is that most LANs do not
have the system management fea-

LIKE THESE RISK MANAGERS,
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Diana Forrest

Wendy's

01993 Lumbermens Mutual Casualty Company

Bruce Wilson

Bell & Howell

tures or the integrity of a mainframe
environment. They are more likely
to be corrupted and to go down.
There are less controls on data, and
so there may be lost data or redun-
dant data. Those are things that
have a hidden cost that can hurt a
corporation if they aren't strictly
controlled," he said.

All of that "will be strengthened
in the future,” Mr. Hoffberg said.

Another potential disadvantage
for current LAN users, he said, is
that the costs of a LAN can add up
"a lot more than people might
think," especially for a large number
of users. Generally, the type of PC
that is powerful enough to run LAN
programs will cost more than some
minicomputers/mainframes con-
nected to dumb terminals, he said.

And the cost of licensing software
to be installed on a file server for
multiple PC users can also be quite
steep, Mr. Hoffberg noted. |

Del Smith

Rubbermaid



Directory of risk management
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A&S Consultants Inc.

292 Main St, Northboro, Mass 01532,
508-393-8228, fax 508-393-8010

Risk management systems since: 1980

Software products: -

I RISKWATCH U $15,000, software
available in system package Including
hardware, operates on PC-based net-
works, meluding UNIX and RISC Fu'st
installation 1987, 93 total' installations
Functions mclude claims administration,
safety, loss development, check wnting,
diary, pollcy, loss prevention, fimt re-
ports, letters

User support: On-slte tralning In-

Officers: Caml Nashawaty, president -

American Technical
Services Inc.

PO Box 1575, Anellas Park,

Fla 34664,800-654-7611,
fax 813-7874805

Risk management systems since: 1987

Software products:

I ATS/COMP $20,000, software
available without hardware, operates on
DOS and Wmdows based PCs (requires
386 PC, 4M RAM, 100M hard dnve), PC
network, mini computers and main-
frames First mstallation 1987, over 50
total installations, 40 in nsk manage-
ment departments Functions Include
workers comp claims adjudication,

management, bill review, duphcate bill
detection, claim validation, claimant

treatment histoly retneval, fee schedule

review, state and chent specific tables,

vendor traclang, accounting mterface

and diary
I AIS/PAC $20,000, software avail-
able Mthout hardware, operates on
DOS and Windows based PCs (requires
386 PC, 4M RAM, IOOM hard dnve), PC
network, mini  computers and mam-
frames First mstallation 1987,40 total
installatlons, 20 in lisk management de-
partments Functions mclude auto, gen-
eral liability, property/casualty claims
processing and reporting. claims screens,
state and federal form preparation, bank
reconciliation and check pmcessing, di-
ad hoc report system, reserve and

ary
check procesgng and bank reconcilia- cost change traClang, Image scanning

tion, processing of all state and federal

cluded-in gystem pr'tee, telephone asms- fonns, dlary, reserve and cost change

tance available eight hours a day for an
additional fee

Staff: Five total, four professionals
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tracking, image scanning, ad hoc re-
ports Utilization review features mclude
claim,vahdation, bliling mterface, case
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I ATS/MED $20,000, software avail-
able without hardware, operates on
DOS and Wmdows based PCs (requires
386 PC, 4M RAM, 100M hard dnve), PC

network, mini computers and main-
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frames First installation 1992, two total
installations, one ma risk managenent
departnent Functions melude medical,
dental vyision and prescnption drugs
claims processing; ellgibility venficatton,
cost containment, hospital certiftcation,
precertihcatlon and second opinion, cost
savings R,&C tables, COBRA, flex bene-
fits, duphcate payment edit, PPO/HMO
plans, pensions, ad hoc reports

. ATS/RISK $6,000, software avail-
able rwthout hardware, operates on
DOS and Windows based PCs (requires
386 PC, 4M RAM, 100M-hard dnve), PC
network, mini  computers and main-
frames Flrst installation 1990,60 total
installations, all m nsk management de-
partments Functions mclude r,sk analy-
sis plans, loss forecasting, allocation of
premium, catastrophic analyms, cash
flow comparison, standard deviation,
underwnting plans, loss distnbution and
development, self msurance comparisons
and analysis, claim administration m-
retained loss analyms, captive

view,

- KEEP COMPANY WITH KEMPER.

- Many Fortune 500 risk managers are saving

And with similar cost-effective Kemper programs,

their companies millions of dollars in medical you could save big money too, even if you're not
benefits this year because they have Kemper a big company

workers' compensation insurance

What's more, yo'u can see your savings in a

Kemper's special cost containment programs customized Client Savings Anal>sts, four times a year

have saved up to 40 percent for companies

like Bell & Howell, British Airways, Frito-Lay, saving money onworkers' comp
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without sacrificing quality health care
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For more information, contact your independent insurance agent or broker who represents mper

You see, at Kemper, we don't Just talk about

analysis, claims interface

User support: 800-number telephone
assigtance available 11 hours a day, on-
slte training User support included in
system pnce

Staff: 15 total, mx professionals

New clients: 22 total, 18 m rtsk man-

agement departments
Branch offices: San Leandro, Calif

Officers: Cheryll Wing, Craig Zivohch
Contact Cheryll Wmg

Anistics

1185 Ave of the Amencas, New York,
N Y 1003&2684,212-238-1830,
fax 212-238-1040

Risk management systems since. 1972
Parent: Alexander & Alexander Inc

Software products:

I Anishcs Micro Solution  $20,000-

$50,000, software available without
hardware, operates on mM compatible
DOS-based PCs, PC networks First m-
stallation 1983,255 total Installations,

Conanued on nert page

Houu to use

directory of
RMIS vendors

The Business Insurance di-
rectory of risk'management in-
formation systems lists'compa-
mes who produce and supply
proprietary software products

- to corporations in response to
their rtsk management needs
To be listed organizations
must complete'and,return a Bl
directory questionnaire The

< directory is publisked as an ed-
itonal service; there is no
charge to be included

The listings are orgamzed by
company and begin with the
company name and address,
the date the organization be-
gan offering risk management
information systems' and the ,
parent company, if apphcable

Information on specific soft-
ware products follows In-
cluded in the description for
each product are the average
completely installed price,
whether the software IS sold
with or thout hardware, the
type of hardware needed (per-
sonal computer. mini computer

f or mainframe)'including oper-
ating system, the year of the
first installation, the total
number of installatidns to date
since the product's introduc-
tion and the total number of
installations in corporate risk
management departments.

Next is. an overview of the

product's risk management
functions and features

Following the product sum-
maries is information on con-
tmued user support, rlsk man-
agement information system
staff figures, new clients who
purchased systems m 1992 and
thd number of those clients
who are in risk management

: departments'Next are loca-
tions of branch offices, 1992

- gross revenues and names and

I'titles of principal officers. The
name of the person to contact
at each .organization for addi-
tional information completes
the hstings
. Every , attempt is made to
publish' domplete and accurate
hstings. However, Bl is unable
to verify. all information sup-
phed by the participating or-
gamzations
r If you«wish to receive a ques-
tionnaire for next year's direc-
tory, contact Kathy, Welyln,

Bustness Insurance, '740 N.
Rush St., Chicago, Ill 60611-
2590.
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225 in risk management departments.
System features are available in modules
which are sold separately and can be
combined to operate in conjunction with
each other. Functions include claims
management, property management,
property policy and exposure manage-
ment, graphs, loss forecasting, reports,
allocation, check writing.

- Data Consolidation: Customized;
software available without hardware;
operates on IBM compatible DOS-based
PCs, PC networks. First installation:
1993; three total installations, all in risk
management departments. Functions in-
clude consolidation of claims data from
multiple insurers.

| Inss Forecasting: $10,000-$15,000;
operates on IBM compatible PCs. FiSt
installation: 1992; three total installa-
tions, all in risk management depart-
ments. Functions include loss projection
using historical loss, inflation and devel-
opment factors.

User support: Telephone assistance
available 10 hours a day, on-site train-
ing, user manuals, remote teleprocessing
support, on-site technical support, in-
stallation. User support included in sys-
tem price.

Staff: 70 total, 55 professionals.

New clients: 35 total; 30 in risk man-
agement departments.

Branch offices: Atlanta; Dallas; San
Francisco; Landon; Paris; Sydney, Aus-
tralia; Toronto.

1992 revenues: 70% from sale of soft-
wan, 30% from software services.

Officers Peter Densen, Mary Villani,
global directors; Stu Frank, Roni Goss-
man, Harriett Vasilopoulos, vps.

Contact Lee Topham, national sales
coordinator or Mary Villani.

B

Benefit Software Inc.

212 Cottage Grove Ave., Suite A,
Santa Barbara, Calif. 93101;
805-568-0240; fax: 805-568-0239

Risk management systems since: 1989.

Software products:

| CompWatch: $1,520; software avail-
able without hardware; operates on
DOS based PCs. First installation: 1989;
600 total installations, 540 in risk man-
agement departments. Functions include
automatic creation of first report of in-
jury; maintenance of OSHA logs; pro-
duction of graphs/charts for traclcing/
trending of claims data by department,
supervisor, location and nature and
soume of injury; diary system.

| CompWatch Master System: $2,995;
software available without hardware;
operates on DOS based PCs. First instal-
lation: 1991; 34 total installations, 30 in
risk management departments. System
is same as CompWatch but can be run in
multiple locations.

User support: Telephone awistance
available eight hours a day, on-site
training. User support included in sys-
tem price.

Staff: 14 total, three professionals.

New clients: 500 total.

Officers: Larty S Dubois, president;
Richard Diamond, programming man-
ager; Kim Rajala, technical support
managen Susan Marshall, marketing di-

rector; Tom Hutchison, sales manager.
Contact Susan Marshall.

C

California Interactive

Computing Inc.
25572 Ave. Stanford, Valencia, Calif.

91350-1102,805-294-1300;
fax: 805-294-1310

Risk management systems since: 1977.

Software products:

+ GenRisk-Risk Management System:
Software available without hardware;
operates on PCs, mid-range and main-
frame computers. First installation:
1984; 35 total installations, one in a lisk
management department. Functions in-
clude risk analysis and reporting, loss
tmnding and development, total risk
management.

| GenComp-Workers Compensation
System: Software available without
hardware; operates on PCs, mid-range
and mainframe computers. First installa-
tion: 1977; 297 total installations, 257 in
risk management departments. Func-
tions include workers compensation
claims management and processing, case

management, cost management, perma-
nent disability rating.

« GenPac-Property/Casualty Soft-
ware System: Software available with-
out hardware; operates on PCs, mid-
range and mainframe computers. First
installation: 1980; 24 total installations,
22 in risk management departments.
Functions include property/casualty
claims administration, case manage-
ment, management reporting.

User support: User groups/meetings
and telephone assistance available eight
hours a day included in system price;
on-site training for an additional fee.
Other services include consulting, cus-
tom programming, time-sharing, up-
grades and product enhancements.

Staff: 28 total, 25 professionals.

New clients: 44 total; thite in risk
management departments.

Branch offices: Cocoa Beach, Fla.

1992 revenues: $3 million total; 5%
from sale of hardware, 50% from sale of
software, 45% from software services.

Officers: Jerry C. Buckley, president;
Ralph M. Flygare, vp; Eric Hoffberg,
vp-systems/services.

Contact Jeny C Buckley.

Cantor & Co.

9100 Wilshire Blvd., Suite 445, East

Tower, Beverly Hills, Calif. 90212;
310-859-7277; fax: 310859-7415

Risk mAnngement systems since: 1982
Software products:

- Riskmap Risk Financing: $2,195;
software available without hardware;
operates on PCs and PC networks. First
installation: 1983; 135 total installations,
90 . in risk management departments.
Functions include risk financing, dis-
counted cash flow, comparative analysis.

| Riskmap Loss Forecasting: $1,695;
software available without hardware;
operates on PCs and PC networks. First
installation: 1984; 75 total installations,
25 in risk management departments.
Functions include forecasting frequency,
severity and cost of property/casualty
programs overall and by line of cover-
age.

| Riskmap Loss Development: $1,695;
software available without hardware;
operates on PCs and PC networks. Func-
tions include producing development
factors for total loss reserves and pay-

out, integrates with Riskmap |Ass Fore-
casting software.

» Riskmap Captive Risk Financing:
$2,500; software available without
hardware; operates on PCs and PC net-
works. First installation: 1984; two total
instaJlations. Functions include income
statements, equity and available cash
loss reporting and payment, discounted
cash-flow analysis.

* MQMS Plus-Medical Quality Man-
agement System: $6,000-$15,000; soft-
ware available without hardware;
operates on PCs and PC networks. First
installation: 1987; more than 250 total
installations. Functions include safety
and loss control, quality assurance, utili-
zation review, inflection control infor-
mation, risk management, incident re-
porting, concurrent review, custom re-
ports libruy, fully integrated custom
graphics, custom reports, network ready,
multi-user and corporate licenses avail-
able.

| Exposure Base Management Sys-
tems (EB<IS): $6,000-$10,000; software

available without hardwam; operates on
PCs and PC networks. First installation:

1986; one installation in a risk manage-

ment department. Functions include
tracking and reporting on worldwide ex-
posures.

| Hospital RIMS: $7,500-$35,000;
software available without hardware;
operates on PCs and PC networks. First
installation: 1984; 13 installations in risk
management departments. Functions in-
clude claims management, financial
analysis and reporting, actualial analy-

sis, minsurance analysis and manage-
ment cost allocation.

i Rislanap Claims Management Sys-
tem: $7,500-$37,500; software available
without hardware; operates on PCs and

PC networks. First installation: 1984; ,

150 total installations, more than 100 in
risk management departments. Func-

tions include claims management and *

incident reporting.

= Generic Incident Reporting Claim
Tracking version: $7,500-$10,500; soft-
ware available without hardware;
operates on PCs and PC networks. 12 to-
tal installations, 10 in risk management
departments. Functions include claims
tracking and management, safety and
loss control, cost allocation, financial

Continued on neoct page

Herliz Claim Management shows strength in numbers, managing close to a

billion

dollars in liability, workers' compensation and benefit

claims. We're one of the 12 largest claim managers in the industry,

the 7th largest property/casualty TPA. And Herliz Claim Management is

number 1 in California - the largest manager of self-insured work-

=rs' compensation claims in the state. We're also number 1 in cus-

tomized service, developing programs that meet your own specific

needs.

iNnalv

Hertz Claim Management

—a=WVill )& O>.

81-14

Hertz Claim Management Corporation, 225 Brae Boulevard, Park Ridge, NJ 07656-0713, 1-800-426-7389.
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analysis and reporting, statistical analy-
sis, fully integrated graphics.

= Underwriting Analysis System:
$8,000-$15,000; software available with-
out hardware; operates on PCs and PC
networks. First installation: 1984; two
installations in risk managemerit depart-
ments. Functions include profit analysis
and reinsurance recovery.

I MQMS Plus/Incident Reporting &
Claims Management System: $11,000;
software available without hardware;
operates on PCs and PC networks. Finst
installation: 1985; more than 200 total
installations, 100 in risk management
departments. Functions include incident
reporting, claims trackjng and manage-
ment, quality assurance, utilization r'e
view, litigation monitoring, reporting
and graphics.

* Insurance Schedule System: $8,500;
operates on PCs and PC networks. Ap-
plications include course of construction
schedules, property locations schedules
and policy schedules.

User support: User groups/meetings,
telephone assistance available eight
hours a day, onsite training. User sup-

port included in s:ystem price.
Staff: Eight total, seven professionals.
New clients: 120 total; 60 in risk man-

agement departments.
1992 revenues: 5% from sale of hard-

ware, 70% from sale of software, 25%
from software services.

Officers: Alan B. Cantor, president; Ju-
dith Szarka, vp.

Control Software Group Inc.
3205 E. Dublin Granville Road,
Columbus, Ohio 43231; 800-336-7475
or 800-535-7107; fax: 904-372-8676

Risk management systems since: 1986.

Software products:

I Risk-Control: $595; software avail-
able without hardwane; operates on IBM
compatible/DOS PCs. First installation:
1988; 19 total installations. Functions in-
ulude safety management.

» Risk-Control Plus: $995-$2,235;
software available without hardware;
operates on IBM compatible/l)S PCs.
First installation: 1988; 70 total installa-

ions. Functions include safety manage-

ment

| OSHA Control: $295; software

available without hardware; operates on
IBM compatible/DOS PCs. First installa-
tion: 1990; 150 total installations. F'unc-
tions include OSHA compliance.

I OSHA Control Plus: $395; software
available without hardware; operates on
IBM compatible/DOS PCs. First installa-
tion: 1993; 24 total installations. Func-
tions include OSHA compliance and
safety management.

I Control 1Q: $795; software available
without hardware; operates on IBM
compatible/DOS PCs. First installation:
1990; 14 total installations. Functions in-
clude ad hoc reporter.

I Add-In Modules: $395- software
available without hardware; operates on
IBM compatible/DOS PCs. First installa-
tion: 1988; 38 total installations. Func-
tions include workers compensation and
OSHA modules.

User support: Telephone assistance
available 24 hours a day, onsite training.
User support not included in system
price.

Staff: 10 total, six professionals.

New clients: 41 total.

Branch offices: Safety Management
Resources Inc., Gainesville, Fla.
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Officers: John P. Nipps, president;
John P. Nipps I[, vp; Randall C. Nipps,
treasurer; Melvin R. Irwin, vp-research/
development.

Contact: John P. Nipps, 800-336-7475.

Conway Computer Group
6360 Interstate 55 N., Suite 300,

Jackson, Miss. 39211; 601-957-7400;
fax: 601-957-9492

Risk management systems since: 1986.

Software products:

| Paccasso: $42,000-$75,000; software
available without hardware; operates on
multi-platforms. First installation: 1986;
37 total installations, 15 in risk manage-
ment departments. Functions include
adjuster security, litigation, imaging.

/ Pabblo: $42,000-$80,000; software
available without hardware; operates on
multi-platforms. First installation: 1993;
two total installations. Functions include
policy and premium administration.

User support: User groups/meetings
included in system price; telephone assis-
tance available eight hours a day and
onsite training for an additional fee.
Other services include remote diagnos-

ties and source code.

Staff: 65 total, 45 professionals.

New clients: 12 total; eight in risk
management departments.

Branch offices: New Orleans.

Officers: Jack Conway, president/CEO.

Contact: Ken Walz, marketing man-
ager.

Coopers & Lybrand-
Casualty Actuarial & Risk
Management Consulting

1251 Ave. of the Americas, New York,

N.Y. 10020; 800-232-2717;
fax: 212-536-2163

Risk management systems since: 1984.
Software products:

ware available without hardware
operates on IBM compatible PC or IBM
PS/2 series with DOS 3.0 or later. First
installation: 1984; 325 total installations.
27 in risk management departments.

reserves; performs loss reserve analysis
on net, excess and gross loss informa-

ditional arrays; exhibits and methods for
loss; loss expense, salvage and subroga-
tion; management reporting and graph-
ics capabilities.

User support: Telephone assistance
available eight hours a day and onsite
training included in system price, Other
services include custom-designed inter-
faces to existing data bases.

Staff: Six total, three professionals.

New clients: 50 total; four in risk man-
agement departments.

Branch offices: Atlanta; Boston; Chi-
cago; Los Angeles; San Francisco; Par-
sippany, N.J.; Philadelphia; Seattle.

1992 revenues: $11.5 million total;
$480,000 from risk management infor-
mation systems; 100% from sale of soft-

Officers: Reed Keller, vice chairman;
Fred Kist, managing partner; Orin Lin-
den, Terrence O'Brien, partners; Brian
Jones, director.

Contact: Sally Zyfers, 206-628-8156.

Corporate Systems Ltd.
P.O. Box 31780, Amarillo, Texas

79120; 806-376-4223;
fax: 806-376-4077

Risk management systems since: 1967.

Software products:

I CS ONLINE-(Mainframe time-
share/remote computing) Software
available without hardware; operates on
IBM PS/2 or compatible PCs and 3270
PC terminals. First installation: 1967;
3,835 total installations, all in risk man-
agement departments. Functions include
all property/casualty coverages, includ-
ing financial, risk, safety and claims
management; check writing; legal track-
ing; integrated word processing; data ex-
traction to PC software; cost of risk allo-
cation coverage verification; reinsurance
tracking; policy management; property
inventory; management of bonds and
certificates of insurance.

I CS PRISM/Midrange: $30,000-
$500,000; software available without
hardware; operates on IBM AS/400.
First installation: 1986; 33 total installa-
tions, all in risk management depart-
ments. Functions include all property/
casualty coverages, including financial,
risk, safety and claims management;
check writing; legal tracking; integrated
word processing; data extraction to PC
software; cost of risk allocation coverage
verification; reinsurance tracking; policy
management; property inventory; man-
agement of bonds and certificates of in-
surance; online and batch risk manage-
ment reporting.

I CS Plus Managed Care (Workers
Comp Medical Cost Management):
Available for CS ONLINE or CsS
PRISM. $10,000-$150,000 plus per bill
charges; software available without
hardware-account can be customized;
operates on IBM PS/2 or compatible
PCs, IBM AS/400, IBM 3090 and ES
9000 mainframes. First installation:
1989; 394 total installations, all in risk
management departments. Functions in-
clude automated coding of diagnoses
and procedures, online review for nor-
mative patterns of treatment, rebundling
of unbundled procedure codes, profes-
sional online review of flagged medical
bills, disability duration review, man-
aged care screening, prescription drug
repricing and utilization review (flags
for dosage and dangerous interaction of
drugs), medical fee schedule review and
repricing (data base of state fee sched-
ules, usual and customary fees and PPO
discounts), online savings reports, analy-
sis of provider practice patterns.

I CS TeleClaim (Automated Accident

Continued on next page
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Independent Appraisals

m./13

tS1152 1 kKL . . -

222 Boulevard of the Allies
Pittsburgh, PA 15222

Industrial

Appraisal
Company

Toll Free: 1-800-245-2718

Your building blocks
for prudent manage-
ment of risks, before

risks become losses.

And for compliance with

coinsurance clauses,

proof of loss for rapid

and equitable settlement
NN A of claims, and other

business reasons.

412-471-2566, FAX: 412-471-1758

The independent standard of value

in the valuation business.

Continued from previous page
Reporting): Available for CS ONLINE or
CS PRISM. $5,000-$15,000 (CS ON-
LINE); $10,000-$50,000 (CS PRISM);
software available in customized system
package which includes hardware;
operates on IBM PS/2 or compatible
PCs, 3270 tenninals, IBM AS/400, IBM
3090 and ES 9000 mainframes. Requires
Xerox 3700, Xerox 4045 or HP laser
printer. Finst installation: 1989; 186 total
installations, all in risk management de-
partments. Functions include 800-num-
ber central control desk for accident re-
porting; production of state-mquired re-
ports for workers compensation, general,
product and automobile liability, prop-
erty and crime claims; location coding;
additional safety analysis; production of
OSHA recordkeeping; claims adjusting;
online access to claims data; report/form
generation.

I CS Disability Management System
(STD, LTD, Sick Leave Claims Manage-
ment): Available for CS ONLINE.
$20,000-$25,000; software available in
customized system package which in-
cludes hardware; operates on mM PS/2
or compatible PCs, 3270 terminals, IBM

Prescriptions for a heallhier office.

No one offers you a more comprehen-

sive line of ergonomic office tools to help

your people work comfortably and more

effectively than Steelcase.

Ergonomic task chairs. Adjustable

worksurfaces. Computer support tools.

Articulating lighting. And much more.

All developed from ,
years of extensive research into
how people sit, work, and move.

And all engineered to meet or

exceed ANSI/BIFMA standards.

So if you're looking for a way
to create and maintain a healthy,

safe and comfortable workplace,

talk with us.

Steelcase

Systems
Furniture

Note: If you'd like to know what's new with our

Office Health Program, or if you'd like an

ergonomic assessment of your workplace, please

call 1-800-333-9939. Orjustaskyourlocal

Steelcase representative.

eyja/,. fiea®

Details

Lighting

Products

11,21t 1,

AS/400, IBM 3090 and ES 9000 main-
frames. Requires Xerox 3700, Xerox
4045 or HP laser printer. First installa-
tion: 1991; 46 total installations, all in
risk management departments. Func-
tions; unlimited plan designs for short-
and long-term disability, union, non-
union and sick leave; employee demo-
graphics; check writing and fund man-
agement; report generation; disability
duration guidelines; claims processing
and record keeping; complete tax ac-
counting.

I CS InfoEasy (Ad-Hoc Report
Writer): Software available in custom-
ized system package which includes
hardware; operates on 386/20N[Hz PC
with minimum 8MB RAM, 30MB hard
drive. First installation: 1993; three total
installations, all in risk management de-
partments. Functions include download
of summary risk data, executive level re-
ports and graphics, produces five-year
risk cost reduction business plan, finan-
cial and safety statistics by profit center,
corporate and profit center actual to
budget comparisons, total cost-of-risk to
revenue ratio analysis, flexible intel'ac-
tive report writer.

--=-RP t')48)z,..4

Steelcase Steelcase .1, Details '
Ergonomic Adiustable 5 Computer:
Seating , Worksurfaces Support Tools .

+ CS FORESTAR Oloss Development
& Forecasting System): $6,000-$15,000;
software available in system package
which includes hardwam operates on
IBM PS/2 or compatible PCs. First in-
stallation: 1986; 55 total installations, all
in risk management departments. Func-
tions include custom developed loss de-
velopment triangles for claims fre-
quency, including paid-to-date and total
incurTed; projection of ultimate incurred
losses.

User support User groups/meetings,
telephone assistance available 12 hours a
day, on-site training, regional seminars,
regular client conferences, CS Users
Assn. User support included in system
price.

Staff: 505 total, 320 professionals.

New clients: 235 total; all in risk man-
agement departments.

Branch offices: Chicago; Dallas; Hart-
ford, Conn.

1992 revenues: $27.4 million total, all
from risk management information sys-
tems; 2% from sale of hardware, 15%
from sale of software, 83% from soft-

Officers: Guyon Saunders, founder/
presidential adviser; Johnny Mize, presi-
dent/CEO; Scott Gilmour, vp-sales/mar-
keting; Bob Holeman, vp-technology;
David Chzaszcz, director-product devel-
opment.

Contact: Scott Gilmour.

D

DAVID Corp.
580 California St, 23rd Floor, San

Francisco, Calif. 94104; 415-3624555;
fax: 415-362-5010

Risk management systems since: 1986.

Parent: The Wyatt Co.

Software products:

« CompPlus: Software available
without hardware; operates on DOS
based PCs, DOS/UNK PC networks.
First installation: 1986; 196 total instal-
lations, 150 in risk management depart-
ments. Functions include claims admin-
istration support, payment processing,
online inquiry and reporting tools, state
and federal reporting, loss control analy-
sis for safety programs, experience rat-
ing, policy tracldng, document imaging,
laser check printing. Interfaces with
P&C Plus and Incident Plus software.

- P&C Plus: Software available with-
out hardware; operates on DOS based
PCs, DOS/UNIX PC networks. First in-
stallation: 1986; 80 total installations, 60
in risk management departments. Func-
tions include property/casualty claims
administration and payment processing;
online inquiries; management reporting
tools; tracldng and issuance of certifi-
cates of insurance; policy information
storage; establishes reserves by line of
business and coverage code; document
imaging; laser check printing; supports
auto, property, general liability, profes-
sional liability, etc. Interfaces with
CompPlus and IncidentPlus softwam.

= IncidentPlus Software available
without hardware, operates on DOS
based PCs, DOX/UNIX PC networks.
First installation: 1991; four total instal-
lations, all in lisk management depart-
ments. Functions include comprehensive
record keeping for unusual occurrences,
online inquiry and reporting tools for
analyzing and trending incidents. De-
signed for use in hospitals and other
health care facilities. Interfaces with
CompPlus and P&C Plus software.

User support: User groups/meetings,
telephone assistance available 12 hours a
day, on-site training. User support in-
cluded in system price.

Staff: 40 total, 20 professionals.

Branch offices: Dallas; Lincoln, Neb.;
Southfield, Mich.

Officers: Alan Burns, president; David
Duden, director-sales; Brian Adams, di-
rector-operations; Ted Burns, dimetor-
software development.

Contact: Chris Zaballos, marketing

manager.

DORN Technology Group Inc.
38705 Seven Mile Road, Suite 450,

Livonia, Mich. 48152; 313462-5800;
fax: 313462-5807

Risk management systems since: 1982.

Software products:

- RiskMaster Software Series:
$18,000 PC, $45,000 UNIX/LAN; soft-
ware available without hardware;
operates on PCs, UNIX network. First
installation: 1982; 610 total installations,

Continued on page 38
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Agent/Broke, Topics

A monthly editorial section sent exclusively to agents and brokers

Health reform threatens to squeeze out agents

B¥ SALLY ROBERTS

hile independent

agents support
some parts of Presi-
dent Clinton’'s

health care reform
plan, they strenuously oppose a
key aspect of the proposal that
would severely restrict their role in
placing health care coverage.

If the president's "Health Care
Reform and Health Security Act,”
which was introduced in Congress
last month (BI, Nov. 29), were to
pass in its current form, indepen-
dent agents would be excluded
from the health insurance sales
process.

The president's plan calls for
small businesses to be enrolled in
regional purchasing alliances orga-
nized by the states. The alliances,
in essence, would act as agents and
would purchase coverage on be-
half of employers and individuals
from insurers, health maintenance
organizations and other health
care providers.

While agents generally support
some aspects of President
Clinton's proposal-such as a
commitment for establishing uni-
versal coverage, elimination of
pre-existing condition exclusions
and waiting periods, and the adop-
tion of several tort reforms, among
others-theyclaimthatmany
health insurance agents would be
rendered obsolete if alliances be-

come the exclusive source of cov-
erage for most employers.

In addition, they contend that
exclusive alliances ultimately
would harm the insurance pur-
chaser by limiting choice and cut-
ting independent advocates and
advisers-the agents-out of the
systenn.

The current proposal also could
hurt agents that do not sell health

Under the proposal, insurance
agents-like many small employ-
ers-would see their cost of pro-
viding health care coverage to em-
ployees increase sharply. While
most agencies now offer health
care benefits, they generally pay
less than 80% of the total pre-

'Image is everything' Creative
agency marketing
suggestions...Page 320.

Trouble in paradise. One hotel
recovers from Iniki...Page 32E

Insurer consolidation. All things
to all people no more...Page 32F

Surviving Andrew. How a
Louisiana agency
persevered...Page 320

mium, as would be mandated by
the president's proposal.

Sam Reda, president of Lockton
Benefit Co., a subsidiary of Prairie
Village, Kan.-based agency Lock-
ton Cos., estimated that small em-
ployers, including agencies, cur-
rently pay only about 50% of the
cost of employees' health care cov-
erage.

In addition, agents that do not
sell health insurance could be hurt
by the Clinton plan if the medical
portions of workers compensation

1 Ht-Kir*1
«CAR

Producers determined to retain role
in health insurance delivery syste m

and automobile insurance cover-
age are eventually integrated with
the group health benefits provided
by the regional alliances. President
Clinton' s plan calls for a commis-
sion to study the feasibility and
appropnateness of such a move
(BL Sept. 20).

Nor cnly are the jobs of health
insurance agents in "great dan-
ger," but agents brokering life, dis-
ability and long-term care insur-
ance are also k jeopardy, said Neil
Trautwein, director-government
affairs for the National Assn. of
Health Underwriters, a Washing-
ton-based trade group for health
insuiance agents.

Despite thfs dour outlook,
agency groups are telling their
members not to throw in the
towel.

" There is not a snowball's

chance in hell" that the regional

alliances will remain exclusive,

contends Patricia A

Borowski, senior vp-gov-
-; emment/industry affairs

for the National Assn

of Professional Insur

ance Agents in Alexandria, Va.

There will be a distinct role for
agents in the health care system,
predicts Mr. Trautwein. "It's hard
to tell now how it will change, but
agents have always been able to
change with the times."

The current health care reform
plan would not dramatically affect
Spalding Insurance Agency Inc.,
said President Bob Spalding. Only
about 5% of the Perry, Mich.-based
agency's nearly $3 million in gross
revenues is derived from selling
health insurance.

However, he added, if the medi-
cal portions of workers comp and
auto coverages are coordinated
into the health plan, "it would be
a disaster." The agency would be
cut in half in terms of revenues,
staff and clients, he said. About
22% of Spalding's revenues is de-
rived from workers comp and
about 40% from auto insurance.

"It would not be the end of the
independent agency system," con-
tends George Stancil, vp of Cornell
Agency Inc. in Grayling, Mich. "It
would hasten mergers, but it
would not be the death knell.”

About 10% of Cornell's roughly
$2.2 million premium volume is
derived from health insurance.

At least one broker sees opportu-
nity in the health reform plan.

"We're kind of looking forward
to the challenge,” said Mike Hen-
ning, executive vp of Indianapo-
lis-based Acordia Inc., which de-
rives roughly 53% of its gross reve-
nues from health insurance.

"We feel we have enough
thoughts on the drawing board"
and are aware of the market forces
already moving into place to react
quickly to whatever is passed by
Congress, he said.

For example, Acordia is prepar-
ing for the opportunity to provide
services to the accountable health
plans that would bid for the busi-
ness of the regional alliances, Mr.
Henning said. There is a tremen-
dous amount of information
needed to manage the plans, he
said, noting that the broker re-
cently installed a computer system
that has "a myriad of managed
care capabilities."

While agents wait to see what
form health care reform ultimately
takes, they need to educate their
clients, as well as their employees,
about possible changes.

"Agents need to be aware that
the government is trying to take
over part of our business," said
John C. Hawley, president of Haw-
ley Insurance Agency Inc. in Mon-
trose, Pa.

"Most agencies don't under-
stand that a good portion of their
business could be at risk," said Mr.

Continued on nextpage
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ity of coordinating the medical por-
tions of workers comp and auto in-
surance into the health care delivery
system. Fortunately, "we're begin-
ning to see property/casualty agents
begin to wake up and get fired up."

"A lot of what happens is up to
the agents," said David E. Hebert,
counsel-government affairs for the
National Assn. of lIfe Underwriters
in Washington, a life insurance
agent trade group. "There is no sub-
stitution for good 01' fashioned con-
stituent lobbyists."

In addition to lobbying members
of Congress and educating employ-
ees about the impact of health care
reform, agents need to "remind peo-
ple gently and consistently about the

value of their agent," advises Mr.
Stancil of the Cornell Agency.

Clients need to be made aware
that they may not have any choice
of health care plan under the presi-
dent's reform proposal, he said.

"There is a reason to be optimis-
tic," Mr. Stancil added. "The public
hasn't been heard from yet."

The public would be hurt most if
regional alliances remain the exdu-
sive source of coverage for most em-
ployers, agents contend.

With no competition, the exdu-
sive alliance would have no incen-
tive to offer the counseling and ad-
vocacy that employers are accus-
tomed to receiving from their insur-
ance agents, they say.

"Agents are the human resource
department for independent small
businesses," said NAHU's Mr. Traut-

wein.
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If employers are unhappy with ad-
vice from an agent or broker, they
can "vote with their pocket books,"
noted Donald C. Brain Jr., CEO of
the Kansas City, Mo., office of Jar-
dine Insurance Brokers Inc.

With a government-organized alli-
ance, "There is no other alternative
for the employer," he said.

"l would feel real uncomfortable if
a federal or state employee was assist-
ing me through a personal medical
decision," said Mr. Reda of Lockton
Benefits. "l prefer doing that with
the help of a professional with my
interests at heart.”

Agents point to recent studies that
they say shows employers would pre-
fer to retain the services of agents
under health care reform.

According to statistics compiled by
The California Managed Risk Medi-
cal Insurance Board, a division of the

Department of Health and Welfare
in Sacramento, many employers pre-
fer to use agents to access a health
insurance pool for small companies
despite added costs.

Of the 1,189 employer groups cur-
rently enrolled in the California
Health Insurance Purchasing Cooper-
ative, 78.8% continue to use agents
or brokers to obtain coverage from
the pool--even though it is more ex-
pensive because of fees charged to
cover their services-rather than go
directly to the HIPC.

A study conducted by NALU
found that 83% of 410 small busi-
nesses that provide health insurance
for their employees want their partic-
ipation in government-sponsored al-
liances to be voluntary. Under the
current proposal, only ernployers
with more than 5,000 employees
would have the option of not partid-

Amwest and Afianzadora Insurgentes, SA, are
proven leaders in surety bonding. And now, our

newpartneiship givesyourclients
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growingMedcan market.
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pating in regional alliances.

The administration did not inad-
vertently leave agents out of the pic-
ture when developing its health re-
form package.

Their perception is that "we're a
bloated part of the cost factor and
we're not," Mr. Spalding said. "We're
nothing more than a deliverer of a
product and an information source
and we're paid a fee for that."

Agents point out that the money
the government saves from cutting
agents out of the system will only be
shifted to pay for the government
workers that ultimately replace
them.

There will be no net savings by
leaving agents out of the system,
said NALU's Mr. Hebert, who con-
tends the government will have to
hire someone to do the same job as

the agent. Ell

Errors &

Omissions

- Richard N. Goldman & Co.
has about 80 employees, not 80
clients, as was incorrectly re-
ported in the October Agent/Bro-
ker Topics.

« Agency Management Services
was misidentified as American
Management Systems Inc. in the
October Agent/Broker Topics
Perspective column.
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Specialization key to industry's future

Insurers increasingly to focus on specific market segments: Marcon

By SALLY ROBERTS

HONOLULU-IN the next 10
years, a host of factors will lead the
property/casualty insurance mar-
ketplace toward
a greater con-
centration of in-
surers, accord-
ing to a leading
insurance indus-
try expert.

Two current trends that contrib-
ute to this assumption will con-
tinue into the year 2003, he said.

"Fewer insurers will try to be all
things to all people for all risks, in
all states. And, niche marketing,
by line of business and by class,
will increase dramatically,"” said
Fred R. Marcon, president and
chief executive officer of the Insur-
ance Services Office Inc., the insur-
ance statistical and ratemaking or-
ganization based in New York.

"There are 10 factors that will
push the industry toward greater
concentration in various market
segments,"” he explained during a
session at the National Assn. of
Professional Insurance Agents'
62nd annual conference, which
was held Oct. 24-27 in Honolulu.

» The pressure to cut costs has
led to a rise in direct writers com-
pared to independent agency in-
surers.

The latest data shows that direct
writers account for 66% of per-
sonal lines premium volume, Mr.
Marcon said. Specifically, direct
writers have gained nine points of
market share in the past 11 years,
which is worth about $14 billion
in premium.

Market share for direct writers in
commercial lines however, has re-
mained "basically unchanged" at
24% since 1982, he said.

* Market concentration may be
driven by catastrophes.

"Over the past four years, we've
witnessed a dramatic increase in
catastrophe losses," with the U.S.
property/casualty industry incur-
ring $40 billion in total cat losses
from 1989 through 1992, he
noted.

"The last four years' worth of cat
losses was more than the indus-
try's cat losses of the previous 26
years combined,” Mr. Marcon
said. In addition, based on the first
three quarters of this year-when
cat losses totaled about $4.6 bil-
lion-1993 will go down as the
third-worst year on record for ca-
tastrophe, behind 1992 and 1989.

If cat losses continue at this
pace, "smaller, less geographically
diversified insurers heavily com-
mitted to catastrophe-prone areas
will suffer the most,” he said.

In addition, insurers' competi-
tive advantage will weaken if ca-
tastrophe reinsurance costs con-
tinue to rise and availability of cat
coverage shrinks, he said. To par-
tially offset those forces, "l believe
that government should serve as a
backstop by reinsuring cata-
strophic exposures," he said. This
would promote insurance avail-
ability by encouraging insurers to
commit capital to catastrophe-
prone areas.

+ Continuing weakness in pre-
mium growth--especially in com-
mercial lines-points toward in-
creased market concentration.

Property/casualty premium
growth for all lines in 1992
dropped to a record low of 296, Mr.
Marcon said. "That marks the fifth
consecutive year that premium
growth remained below 5%-the
longest period of such low growth

in 40 years."

Commercial lines premium vol-
ume fell 2% last year, marking the
second consecutive year of de-
cline, he said.

"If the industry continues to ig-
nore the principles of cost-based
pricing in the face of increasing
losses, overall financial perfor-
mance will deteriorate, strength
will continue to erode, and mar-
ginal players will be forced to reas-
sess their book of business,” Mr.

Marcon said.

To survive, some companies will
be forced to choose between merg-
ing with a competitor, withdraw-

ing from some markets or continu-
ing to "deliver chronic adverse fi-
nancial performance," he added.

Agents shouldn't wait for the
market to turn, either, Mr. Marcon
said. "History is not on our side,"
he said, referring to the seven-year
soft-market cycle. Instead, agents
should expect more intense com-
petition, expert specialization and
"pinpoint marketing."

= Fraudulent claims could also
alter the shape of the industry over
the next decade.

"The increasing incidence of
fraud is an alarming trend," he
said. In 1992, U.S. insurers lost $18

billion to fraud. In addition, public
opinion polls say that one in five
Americans believes it is acceptable
to inflate an insurance claim to
make up for premiums paid when
no claim exists. Another survey

found that nearly one-third of
those asked said it is OK to under-

state how much a car is driven
when applying for auto insurance.

"Eight cents of the average in-
surance premium dollar pays for
fraud," Mr. Marcon said. "It is in
our best interest to fight fraud by
educating consumers and expos-
ing it whenever possible."

- Growing litigation and de-

fense costs may lead to market
concentration.

In the late 19504 general liabil-
ity defense costs were 13 cents for
each dollar of indemnity loss com-
pared with 41 cents now. This is
"more than triple the proportion
in the'50s,” Mr. Marcon said.

In addition to "civil justice re-
form," larger insurers and agents

with sufficient resources can lower

expenses by "bringing a great deal
of their defense work in-house or

negotiating special fee arrange-
ments with outside counsel.” This
would ultimately give larger insur-
ers another competitive advantage
over smaller insurers.

* Increasing consumer pressure
may contribute to the changing
marketplace.

"In 2003, our industry will bear

Continued on nextpage
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the imprint, for better or worse, of
restive consumers," he said.

Consumers have every right to de-
mand that coverage will be available
and affordable and that insurers will
be there when it is time to pay a
claim. However, legitimate con-
sumer expectations "have been ex-
ploited by politically motivated offi-
cials" who blame insurers instead of
addressing the root causes of afford-
ability and availability problems, he
said. The best defense against "shrill
demagogues" is a knowledgeable re-
lationship between producer and
consumer, he said.

» More direct government in-
volvement may lead to more
changes in the structure of the mar-
ket.

The government could take over
some or all responsibility not only

for health insurance but also per-
sonal auto and workers compensa-
tion insurance, Mr. Marcon said.

"Would someone please tell me
how can that kind of regulation pro-
mote greater competition?" he
asked.

» Rate suppression could also lead
to possible thinning of insurer ranks
in particular markets.

Due to a "recurring regulatory
mindset" in some states that "trades
the long-term health of a competi-
tive market for cosmetic changes
and dramatic headlines," rate sup-
pression has increased in personal
lines and workers compensation,
Mr. Marcon said. A hostile insurance
environment and inadequate re-
turns "push insurers back from mar-
kets they could succeed in."

» Intensifying competition for
limited capital may lead to larger in-

surers.

Risk-based capital requirements
that markedly increase capital needs
may hasten market concentration,
since such requirements are only
met by producing more capital or
accepting less business, he said.

* Technology will shape the in-
dustry's future.

"Mastery over automation sys-
tems is an important key to business
survival," Mr. Marcon said.

Not too long ago, electronic access
"meant having to own million-dol-
lar mainframes, which were pretty
much the province of giant insur-
ers," Mr. Marcon noted. Today, with
reasonable system prices available
for any small insurer or agent,
"those who fail to (buy and use) will
become less competitive, and their
share of markets will fall to stronger
players." imi

Agents working together
to create their own insurer

United Agents to be run with "common sense"

By SALLY ROBERTS

HONOLULU-When Hurricane
Andrew cut a swath of destruction
through southern Florida and parts
of Inuisiana in
1992, it almost

ance Agency out
of business.
While the Port

Allen, La.-based agency suffered
only minor roof damage, 10 of its
12 admitted insurers either went out
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of business or left the state, said Wil-
liam Gassie, vp and manager.

The agency was at the point that
"if we lost one more (insurer), we
would have had to shut down," Mr.
Gassie said during a session at the
National Assn. of Professional Insur-
ance Agents' annual convention.
"We took our own destiny into our
own hands.”

Destiny came in the form of a
proposed insurance company now
being formed by Louisiana indepen-
dent insurance agents.

Mr. Gassie is the initiator and
chairman of United Agents Insur-
ance Co., a multiline insurer that
will have headquarters in Baton
Rouge, La.

So far, 86 independent agencies
have bought the minimum $15,000
worth of stock each to help capital-
ize the insurer, Mr. Gassie said in an
interview.

He hopes to have a total of 124
agencies buy shares in United
Agents, raising a total of more than
$ 1.8 million.

To receive a certificate to operate
in Inuisiana, the company must
have at least $3 million in capital,
Mr. Gassie explained. While his goal
is to raise $20 million before any
polides are written, he said United
Agents would start operating at the
beginning of 1994 if $5 million is
raised.

To fill the gap between the agents'
subscriptions and the total amount
of capital needed, Mr. Gassie is at-
tempting to raise additional capital
from investment banking firms in
the Northeast, as well as from cori)o-
rations based in Inuisiana.

The problem is that "start-ups are
tough to get funded," he conceded.
The plan is to get $5 million in capi-
tal, get "cranked up," and then in
six to 12 months seek out more cap-
ital.

"It's a heck of a lot easier to get
capital" if there is an indication that
the business is up and running suc-
cessfully, he said.

"We are doing our best to emulate
Cincinnati Insurance Co., which
was started in the 'SOs by a group of
agents," Mr. Gassie said.

While that insurer is no longer
majority-owned by agents, "it is
probably the finest-run company in
the U.S.," he said, noting that the
insurer has yet to report a combined
ratio exceeding 10096.

Cincinnati Insurance, established
by Ohio insurance agents in 1950
and controlled by Cincinnati Finan-
dal Corp. since 1969, writes multi-
line property and casualty risks na-

tionwide.
"There is a lack of common sense

from major insurance carriers to-
day," Mr. Gassie said, adding that
Cincinnati Insurance runs its busi-
ness with common sense.

Mr. Gassie also said he has met

with three "major" reinsurers, one
of which has agreed to make a com-
mitment that in the event of an in-
solvency, United Agents is "rein-
sured down to the first dollar." This
will help overcome the "stigma of
being unrated for five years."

A long-range goal for the insurer
is to diversify outside the state of
Inuisiana, Mr. Gassie said. "We
would like to operate in (other)
states without coastlines." Also, Mr.
Gassie said he eventually would like
to tum the agency's management
over to his son, while he manages
United Agents full-time. L
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1,000 agents attend PIA convention

HONOLULU-About 1,000 incle-
pendent agents gathered near Hono-
lulu's beautiful Waikild Beach to at-
tend the 62nd
annual conven-

ipNn of the

ional. Assn. of

surance Agents,
held Oct. 24-27.

Session topics induded catastrophe
preparedness plans, agency technol-
ogy and marketing techniques.

Charles E. Crowley, president of
Tacenda Management Services and a
partner in agency consultant Morri-
son Associates in Cheshire, Conn.,
was inaugurated as the 1993-1994
PIA president. He succeeds Jerry T.

Hargrove, president of Northside In-
surance Services in Roswell, Ga.

Other awards induded:

* Gregory A. Larson, owner of the
Wolfe-Daniels Agency in Scobey,
Mont., was named the 1993 Profes-
sional Agent of the Year.

» Dennis McGanty, marketing
manager of Oregon Mutual Insur-
ance Co. in McMinnville, Ore., was
named the 1993 Company Represen-
tative of the Year.

+» Grange Insurance Cos. in Co-
lumbus, Ohio, and Aetna Life & Ca-
sualty Insurance Co. in Hartford,

Conn., received the 1993 Company
Award of Excellence.

The PIA's 1994 convention will be
held Oct. 8-11 in las Vegas.
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Brokerages' future foretold

Aon chief predicts more specialization, fewer smaller brokers

By DEBORAH SHALOWFIZ

TSl e b

edge of the insurance in-
dustry, a top brokerage executive pre-
dicts.

Successful brokers also must have

the backing of a strong global orga-
nization, said Patrick Ryan, chair-
man, president and chief executive
officer of Chicago-based Aon Corp.,
the parent of Rollins Hudig Hall
Group Inc.

"Knowledge is really what this in-
dustrfs about,” Mr. Ryan told mem-
bers of the Chicago-Northwest Sub-
urban chapter of the Society of Char-
tered Property & Casualty Underwrit-
ers last month.

"Today, people pay very little for a
transaction,” such as buying or sell-
ing stocks, he said. However, "they
pay for value added."

"Broker is today a misnomer," Mr.
Ryan said. "We're really in the insur-

ACORD president

Merriman foresees

rapid advances

in technology
By MARK A. HORMANN

hen Robert E Merri-

man looks to the fu-

ture, he doesn't just

see the baseball, ten-

nis and seaside

flower gardening that he says will
take up much of his time as a retiree.
Instead, the ACORD president,
who will retire next July at the age of
65, also sees an increasingly sophisti-
cated world of automation, a world

of which he intends to remain a

part, probably as a part-time consult-
ant.

ACORD is a non-profit property/
casualty insurance association de-
voted to making the independent
agency distribution system more effi-

dent. More than 850 insurers and

33,000 independent insurance agen-
des are affiliated with the Pearl
River, N.Y.-based group, as are many
national property/casualty trade asso-

dations.

AN executive search committee
has begun seeking a successor to Mr.
Merriman, who joined ACORD in
1975 as executive director and be-
came president in 1978.

He started his insurance career in
Allstate Insurance Co.'s New York
City office during the mid-1950s and
was working in that insurer's Long
Island regional office in the 19605
when Allstate began using electronic
data processing in its billing opera-
tions. In 1968, he joined Johnson &
Higgins, where he served as manager
of corporate systems and program-
ming.

When ACORD merged with the
Insurance Institute for Research in
1983, Mr. Merriman became execu-
tive vp of the new organization,
which was called IIR/ACORD. In
1988, he was named president and
chief executive officer of the group,
which had resumed the name
ACORD a year earlier.

ACORD's greatest achievement
since its creation as a project of the

Independent Insurance Agents of
America in 1970 "is the fact that the

ance services business.”

Customers "will pay us for advice;
th«11 pay us to consult" with them
about the best products to buy, Mr.
Ryan said. "Particularly, they'll pay
us for our spedalist expertise. Special-
ization is where the money is.

"The age of spedalization is not a
fad, it's not a trend; it's reality," he
stated.

While brokers should be special-
ists, brokerages must also be large
global concerns, Mr. Ryan said.

"It' s very difficult not to be large"”
and compete well in the brokerage
industry, he said. large companies
benefit from lower costs and more
buying power to hire good people,
he noted.

And while there is a place in the
market for sorne boutique firrns,
"consolidation is going to be even
more rapid” than it has been in the
past several years, he predicted. "You
absolutely have to be in the business

of providing advice and services
around the world wherever the busi-

ness is."

property/casualty insurance industry
now recognizes it as the standards-
setting organization for the indus-
try," Mr. Merriman said.

The HAA wanted to make the in-
surance distribution system more ef-
fident, and the first fruits of the
ACORD project came in 1972 with
the release of the inaugural ACORD
forms, which were standardized loss
notices. ACORD was incorporated in

1974 and seven years later published
its first electronic standards.

Mr. Merriman said he takes his
greatest personal satisfaction from
his tenure at ACORD in the fact that
ACORD forms now have a wide in-
dustry acceptance. About 200 mil-
lion ACORD forms are used annu-
ally. Between 80 and 90 million of
those forms are delivered electroni-
cally. He added that there are cur-
rently about 85 ACORD forms of all

types in use, with 850 insurers using
all or some of the forms.

Mr. Merriman said the number of
ACORD fonns in use should grow
considerably in the next year or so as
the organization introduces state-spe-
dfic forms.

As a driving force behind insurer/
agency automation and interface,
ACORD published the "Agency Sys-
tem Requirements Report" nine
years ago. The report outlined what
independent insurance agents
needed from their computer system.
It served as a sort of blueprint for the
next generation of agency systems.

In 1990, ACORD published its "In-
terface System Requirements Re-
port." This report described what
agents needed from interface sys-
tems and the business reasons that
drive those needs. That report led to
an industrywide move to download
data via computers.

Mr. Merriman noted that as re-
cently as 1982, only 10% or so of
U.S. insurance agendes used any
form of automation. According to a
survey ACORD took last year, more
than 88% of agendes now use some
sort of automation, he said.

Agendes' use of automation ex-
ploded in 1985 and 1986, when
agencies began relying heavily on
what were then still relatively novel
personal computers, Mr. Merriman

said.

Despite the dramatic increase in

Brokerages must not only be big
but they must also be finandally
sound, Mr. Ryan stated.

"It is critical now that we in our
business have strong balance sheets,"
he said. A strong balance sheet pro-
vides dients the security they want,
he explained.

Furthermore, strong financial back-

ing enables brokers to provide

needed capacity, Mr. Ryan ex- i

plained. "Brokers have been' called'
on to provide additional capadty,”
he said. "We think it's important for
tls to partidpate in providing capital,1
providing capacity."

The most important challenge for:
Aon and its subsidiaries is "change '
and the ability to deal with change,”

Mr. Ryan said. "Change to us is an ,

ally,"” not an adversary. "It gives us
an opportunity to move forward."

It is important to anticipate
change and be "out in front of
change on the learning curve,"” in-
stead of learning after changes have

already taken place, Mr. Ryan recom-
mended. 1g.

retiring

automated agendes, "the pace of au-
tomation in the industry at large is
too slow,"” said Mr. Merriman, citing
that slowness as his greatest disap-
pointment. "We've had standards
out here for 11 or 12 years."

He said he realizes that "the indus-
try is large and it takes a long time
for things to get done.”

He added that the insurance in- 2

dustry is conservative as well and
that companies guard their propri-
etary interests.

But too often insurers and agents -

just don't put automation at the top
of their lists, he said.

Getting the most out of automa-
tion means "a real commitment” in
terms of money and education, he
said. And often the two parties can't

see how the things one side does
benefit the other.

Mr. Merriman made dear that he
sees the pace of technological prog-
ress quickening rather than slowing
down.

Systems with Windows applica-
tions already allow users to work di-
rectly with ACORD forms on their
saeens, he said.

"Forms are something everybody
knows. That's their livelihood; they
use it every day," he said. Such so-
phistication reduces the amount of
training needed to put automation
to work, Mr. Merriman explained.

Equipment continues to get faster
and smaller, he said. Now, simply
slipping a new card in the back of
the unit upgrades the computer's
abilities instantly, he said.

As a result of this constant change,
agents, underwriters and support per-
sonnel will all become more depen-
dent on emerging technologies such
as ever more sophisticated laptop

computers, electronic notebooks and .

powerful workstations, Mr. Merri-
man said.

In some workstations, users will be
able to call on such capabilities as
IOTUS 1-2-3 and enhanced graphics
capabilities while tied into local area
networks, he said.

In fact, Mr. Merriman believes that
the insurance agency workforce of
the next decade will demand to have
workstations.

"Client-server technology is the fu-
ture of the business," said Mr. Merri-
man. [=4 1]
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Redlining' runs up against Fair Housing Act

f By MARKA. HOFMANN

BALTIMORE-Federal agencies

J -F* courts appear more

4-d more likely to view
1 .,ie unavailability of ho-
meowners insurance in
areas-which
many say amounts to

redlining-as a practice

P that violates the Fair

Housing Act because it
makes housing unavailable.

AnNnd, insurers are increasingly
asked to prove that denial of insur-
ance is based on sound business

4 reasons rather than a conscious ef-
r fort to deny coverage to inner-city

residents because of their race or
location, according to industry ex-
perts.

The discussion about redlining
took place during the recent an-
nual meeting and seminars of the
Society of Chartered Property &
Casualty Underwriters in Balti-
more. Coincidentally, the panel
convened only one day after the
House Energy and Commerce
Committee passed a bill that
would require insurers to provide
federal authorities more data
about underwriting practices as
part of a study on redlining (BI,
Nov. 1).

That bill, drafted by Rep. Cardiss
Collins, D-IIl., replaced a harsher
measure backed by Rep. Joseph P.
Kennedy Il, D-Mass.

The Federal Fair Housing Act of
1968 is "increasingly important to

the business of insurance,” noted

Leo J Jordan, vp and counsel of
the State Farm Insurance Cos. of
Bloomington, lll. The act in es-
sence says it is unlawful to refuse

; to sell or rent "or otherwise make

unavailable or deny" a dwelling to
a person on the basis of race, na-
tional origin or several other fac-
tors.

Mr. Jordan said the question
confronting insurers is: Does the

refusal to insure a house make the

house "unavailable" as defined by
thelaw?

The courts have not given a clear
answer regarding insurers' actions,
though rulings have made clear
that the act applies to the activities
of such industries as real estate ap-
praisers and mortgage lenders, he
said.

He added that the Department
of Housing and Urban Develop-
ment has adopted regulations pro-
hibiting the refusal to provide
property insurance on the basis of

Plaintiffs can establish prima fa-
cie cases by showing that the re-
fusal was racially motivated or that
the refusal had a racially discrimi-
natory effect or impact, Mr. Jordan

.said.

Insurers can refute such charges
by showing a valid, nondiscrimi-
natory reason-a "compelling
business justification"-for their
actions, he said.

He urged underwriters to take
accusations of redlining seriously
and to try to work out solutions
with would-be policyholders, such
as explaining how a property can
be upgraded to qualify for insur-

Robert Willis, the District of Co-
lumbia's insurance commissioner,
said that in addition to consider-
ing whether conduct is discrimina-
tory, he looks for signs of a lack of
competition in the property mar-
ketplace.

If there is inadequate insurance
in an urban area, then someone is
violating one of the central tenets

Insurers must often prove that denials of coverage aren't based on race or location

of insurance, that there be an open
and competitive marketplace, he
said.

"How committed are companies
to writing the business when there
are no agents?" he asked.

Joseph D. Decaminada, execu-

tive vp, secretary and counsel of
the Atlantic Mutual Insurance Cos.

who moderated the discussion,

asked whether redlining could be
defined as both an unfair and fair

practice.
Unfair redlining would be a
practice based on racial discrimi-

nation.

However, underwriting restric-

tions could be justified when
based on concerns such as the
buildings in an area being in such
poor shape that they would burn
to the ground if a fire broke out.

Mr. Jordan said the insurers are
authorized by state authorities to
make such discriminatory deci-
sions.

He added that if neutral guide-
lines appear to fall most heavily on
a particular group of people, insur-
ers have an obligation to explain
that their actions are based on le-
gitimate underwriting decisions al-
lowed by law.

Mr. Willis made clear that, as a

The Fair Housing Act
is 'increasingly
importanr to the
insurance industry,

says Leo J. Jordan.

regulator, it is his job to consider
both consumer interests and sol-

vency factors.
Mr. Willis added that he believes
some elected commissioners tend

to lean more toward consumer in-
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terests, whereas he as an ap-
pointed regulator performs "a
high-wire balancing act.”

He said what he seeks in redlin-
ing examinations is "unfair dis-
crimination,” noting he would be
understanding if an insurance
company proved that it could not
underwrite profitably in a given

Laurence D. Pearl, a director in
HUD's Office of Fair Housing and
Equal Opportunity, said that if an
underwriting practiceis chal-
lenged, the insurer must prove

that its actions were a business ne-

cessity. in’
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P/C industry changed forever by Hurricane Andrew

By MARK A. HOFMANN

BALTIMORE-VWhen the winds
of Hurricane Andrew ravaged a
major portion of south Florida in
August 1992, they also

blasted a hole in the

erty/casu Elty indus-
tln w% %ﬂs

busin€s

of a panel of experts who

sought to define "Hurricane An-
drew-The Long-Term Disaster”
during the Society of Chartered
Property & Casualty Underwriters'
annual meeting, held in Baltimore

Changes uncertain, but higher property insurance deductibles likely in some areas

last month.

Just how the industry will
change remains unclear. One
probable response is to require
higher deductibles for those prop-
erties located in catastrophe-prone

"Perhaps our industry should
consider Andrew the messenger,
the wake-up call,"” suggested Alice
B. Fielding, president of Heston-
Fielding & Associates Inc., a Jack-
sonville, Fla.-based insurance
agency.

Ms. Fielding moderated the dis-

cussion.

"We tend to lust continue doing

'Perhaps (we) should

consider Andrew the

messenger, the

wake-up call,’ says

Alice B. Felding.

what we've always done,” Ms.
Fielding said.

Insurance company executives
had planned and thought about

dealing with "The Big One" but
had defined it in terms of 1989's

Hurricane Hugo, which caused
about $5 billion in insured prop-
erty damage, explained Frank R.
Haines, vp-claims for Blooming-
ton, lll.-based State Farm Insur-
ance Cos.

Andrew's devastation is now es-
timated to have caused damages
upward of $15 billion.

But, as Ms. Fielding pointed out,
the Big One could have been
much bigger.

Had Andrew's path taken it up
the Atlantic Coast to Long Island,
or through an even more densely

populated area of Florida and then
across the Gulf of Mexico to New
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Orleans, insured damages could
have surpassed $100 billion nd

sent the property/casualty ins. A

ance industry into insc_)lvency. .
The surplus of the entire proper)f
ty/casualty industry stands at <

about $160 billion, said Jack F. ,
Weber, executive director of the ,

Natural Disaster Coalition in

Washington.

But, the surplus that could re-
spond to homeowners exposures is
only about $100 billion, Mr.
Weber observed.

"There is probably not another
industry in the world that hangs
by such a precarious thread," said
Mr. Weber.

In addition, "most reinsurers see
a changing pattern of catastro-
phes," said Clifford English Jr., ex-
ecutive vp of E.W. Blanch Co. Inc.
in New York.

If average ocean temperatures
rise only three or so degrees, storm
winds might reach velocities as
high as 275 miles per hour, Mr.
English said.

As a result of the close call, in-
surers are rethinking the nature of
the exposure they face in south
Florida-to the dismay of policy-
holders.

"The marketplace is drying up,”
said Alex Soto, president of Pen-
nekamp & Soto Insurance Agency
in Miami. Mr. Soto said that the
commercial market, particularly
the surplus lines segment, is get-
ting very tight.

"A lot of (policyholders) think,

'I'm being punished as a result of

Andrew, said Mr. Weber.

It's not punishment, Mr. Weber
said. Insurers simply are anticipat-
ing what could happen again, be it
another hurricane or a devastating
earthquake.

Many policyholders outside the
hurricane zone think they are un-
fairly subsidizing people who live
in coastal areas.

But, the question is less one of
subsidy than of defining property
insurance in the hurricane area as
insurance against catastrophe, the
panelists said.

Deductibles will have to go up to
reflect the catastrophic nature of
the exposure, explained E.W.
Blanch's Mr. English.

William E. Bailey, co-director of
the Hurricane Insurance Informa-
tion Center in Miami, concurred.
Like Mr. English, Mr. Bailey said
insurers will have to re-examine
the nature of the risk and demand
more risk-sharing with their cli-
ents.

The mere presence of seemingly
tough building codes means little,
the panelists said. Mr. Soto said
that while the code in force in

south Florida is "indeed one of the

toughest on paper," building
codes are "moving targets" con-
stantly undergoing revision.
Houses built in the 19505 and
19605 often fared better than
newer houses built during south
Florida's population boom of the
1970s and beyond. Code enforce-
ment suffered as inspectors were
overwhelmed by the sheer volume
of new houses, he said.

Despite evidence that some
builders did cut corners, Mr. Bailey
said he doesn't think insurers will
bring many class-action suits
against them. He said he thinks
the industry has concluded that
the cost of such an approach
would far outweigh any returns in-
surance companies Would be likely

to get. in.
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How to avoid getting burned on arson fraud cases

By MARK A. HOFMANN

BALTIMORE-Insurers examin-
ing a claim involving possible ar-
son-related fraud must determine
the "Three M's" before
pursuing the case, warns

an accountant who spe-
cializes in financial irives-

1 tigations.

According to Steven A.
Rosenthal, the Three M's
are means, method and ®
motive. Mr. Rosenthal, a

1 principal in the San Francisco ac-

counting firm Campos & Stratis,
offered his advice at the annual
meeting of the Society of Char-
tered Property & Casualty Under-

writers in Baltimore late last
month.

Arson accounted for about 15%
of all fire claims in 1991, said
James D. Klauke, national general

adjuster for GAB Business Services
Inc. in San Francisco and session

moderator.

But, arson fraud "is a difficult
subject for the industry,” he said.
In effect, an insurer has to accuse a
policyholder of a felony and then
leave the decision up to a jury that

perceives insurance is too expen-
sive and that the insurer has mil-

lions of dollars of premium
stashed away, he said.

According to Mr. Rosenthal, the
insurer must determine that the

policyholder had the means and

motive to start the fire, and used a

method that was incendiary.
Insurers confronting a suspi-

cious claim can turn to an accoun-

tant for an independent analysis

p of a business or owner's financial

status to uncover a possible mo-
tive, he said.
Two of the chief indicators of

, possible trouble at a business are

declining sales and mounting lia-
bilities, he said. Declining sales
may stem from general economic
conditions, increased competition
or the owner's lack of attention to
the business.

Mounting liabilities can take a
multitude of forms, he pointed
Out.

Investigators must look for lay-
offs, slow payments, tax liabilities
and the existence of legal judg-
ments against the policyholder, he

said. Other liabilities include the

policyholder increasing his or her
own salary or maintaining an in-
ventory that's too high for the
amount of business done.
Investigators should also look to
see if the policyholder was about
to lose his or her lease when the
suspicious fire occurred, he ad-

vised.

"It's equally important to ana-

Carefully investigate claimant's means, method and motive, accountant advises

practices, said Edward J. Ozog, a
partner and director in the Chi-
cago law firm Clausen, Miller, Gor-
man, Caffrey & Witous.

He warned his listeners to docu-
ment carefully all of the steps pre-
ceding a claim denial. Insurers
should make sure the claim file is
in the best possible shape to avoid
a sure loss later, he said.

"It is sheer folly to deny a claim
where you know you cannot prove
(your case,)" he said.

Some steps that must be taken
are: verifying the policy coverage,
fairly considering each of the posi-
tions taken by or presentations

If insurers don't act

decisively, they send
the signal that arson
is acceptable, says

Steven Rosenthal.

made by the policyholder, prepar-
ing and considering a draft denial
letter and making certain the ac-
tion will conform to the fair claims
practices act of the state involved,
said Mr. Ozog.

Mr. Klauke warned that an in-
surer must be careful about what
goes into a claim file.

Even a seemingly trivial act,
such as including a disparaging re-
mark about the policyholder in
the file, can return to haunt the in-
surer in court when the jury sees
that remark blown up in big letters
as an exhibit, Mr. Klauke said.

Trying an arson case is more ex-
pensive than trying other types of
cases and requires specialized legal
advice, said Winston H. Hankins,
vp and counsel for United Services

Automobile Assn. in San Antonio,
Texas.

Corporate

are a3

Insurers must be careful that

they don't hurt innocent policy-
holders and must remember that
bad-faith cases can result in puni-
tive damages, he said.

Mr. Hankins urged his audience
to consider establishing a formal
arson investigation organization
that includes such professionals as
the claims handler, a cause-and-or-
igin expert, a defense attorney, an
investigative specialist and an ar-
son coordinator.

"You have to make sure that the
information gets to the people
who need to know it,” Mr.

Hankins said. ina

buyers
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lyze the personal financial situa-
tion" of the policyholder, Mr.
Rosenthal said.
Among the questions to get an-
swered: Is this person holding sev-
- eral .credit cards charged to their
limits? Is the policyholder going
through a divorce or illness? Are
pre-existing loans in default? Is a

' balloon payment due? Is there a CA
trail of bounced checks?

Format for BID Software: O 3.5" disk O 5.25" disk

Residents of the following states are required to pay corresponding sales tax:

... 71/440 IL... 844% MI... 4% NY ... 4% NYC... 810440 OH... 5%

Mr. Rosenthal predicted that as Enclosed is a check for $ payable to Business /nsurance, ORDER
the economy continues to stag- or charge my: O VISA O AmEx O MasterCard O Discover FORM
nate, the insurance industry will
face more incendiary fires. He Account # Expiration Date:
warned that if insurers don't act

Name
decisively against the threat, they
will send the signal that arson is Tie
acceptable. Company

But they must be careful how
that signal is sent, members of the Address \
panel agreed. "An arson claim is City S temate —igp> BUSi ness

still a property claim,” and insur-

ers must adhere to sound claims Phone (-
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An insurance agent who's in his clients' corner

Judging bouts an attraction that agent Laurence Cole can't fight

By MICHAEL SCHACHNER

udging a world title boxing

bout should be no more diffi-

cult than underwriting a

homeowners policy, says one

of the few people with experi-
ce in both fields.

Underwriting basic policies is
"cut and dried," says Laurence
Cole, a Farmers Insurance Group
agent in Dallas and an aspiring in-
temational boxing judge and ref-
eree. "You have a risk, you evaluate
it and you charge a price. It's sim-
ple."”

Judging boxing should just as
easy. "You have two fighters and
one outperforms the other. Any

PRODUCER
SUPPORT SERVICE

We target market commercial
lines and provide producers
with custom programs, including:
expirations, Ereapgroach letters
and appointment schedules All
work is pefformed by licensed
Insurance professionals
For more infomation - please call
Brownlee Marketing and Advertising
106 Dekalb Street, Bridgeport, PA 19405
(800) 220-3533 - (215) 270-9705

The Best

Counsel You
Ever Give

qualified judge can see that," says
Mr. Cole, a former Gold Gloves am-
ateur who became a full-time insur-
ance agent three years ago.

In a perfect world, this compari-
son might work. The world of pro-
fessional boxing, though, is far
from perfect.

Most novices who pay $35 to see
a championship fight on pay-per-
view television can tell who out:per-
formed whom. Yet often, appar-
ently beaten fighters, especially
rhose represented by high-profile
managers and promoters, preval in
the judges' eyes.

Recently, Mr. Cole witnessed
such an outcome first-hand.

In a Sept. 10 bout, challenger Per-
nell Whitaker by all accounts domi-
nated World Boxing Council wel-
terweight champion Julio Cesar
Chavez in front of more than
60,000 pro-Chavez fans in San .An-
tonio, Texas. But when the score-
cards were tallied, the champion re-
tained his title in a shocking draw.

"The fight was fixed," yelled Jox-
ing fans throughout the country
"ROBBED!" proclaimed the coviof
Sports lllustrated.

Mr. Cole, who refereed one of the
preliminary fights that night, cffers
a simpler explanation. "It's the poli-
tics," he says. "Boxing is the mc,s:
political sport in the world. Fights

Professional ljabilit Insurance

For Lawye

From Jamison Spdilal Rt« ,
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required, call an attorney. When
he calls you, be prepared with
the best advice yQu can provide
Professional Liability Insurance
from Jamison Special Risk, Inc.

For over half a century, the
specialists at Jamison have
provided comprehensive,
competitive professional liability
products, developed expressly
to meetthe challenging needs
of lawyers. Financial stability
and wide ranging coverages
are just the tip of the iceberg.

As a facilities manager for a
global insurance giant, JSR has
the strength, expertise and
professional coverages that
yourlegal clients demand.

For more information, call

Sean Pattwell at Jamison

Special Risk, Inc. (201) 731-2092.

o

ISR

Jamison Special Risk, Inc.

300 Executive Drive

West Orange, New Jersey 07052

aren't necessarily fixed, but out-
comes can be manipulated and
things can certainly be worked
along by the right people.”

He should know. Much of his 30
years has been spent in and around
the ring. Growing up in Dallas in a
boxing family-his father is the rat-
ings chairman for the WBC and his
grandfather was a barroom prize-
fighter in New Orleans-Mr. Cole
pursued the sport throughout his
youth, finally hanging up the
gloves for good five years ago.

"l just wasn't any good. 1 fought
with slow hands and a weak chin,
which is a terrible combination in
this sport,"” he joked.

Not that Mr. Cole has really left
the sport of his youth. He still
spends most of his free time around
the boxing ring, either as a ring ref-
eree or judge for local bouts or occa-
sionally as a judge for title matches.

Over the past few years, he has
met his share of the great ones: Mu-
hammad Ali, George Foreman,
Chavez, Evander Holyfield-the list
goes on. "A great thrill," he says.

He has already worked as a judge
on four world title fights from the
United States to Australia, most re-
cently a controversial super feather-
weight bout on the Chavez-Whi-
taker undercard.

In that fight, Mr. Cole cast his
ballot for James Leija, a fellow
Texan. A Ghanian judge sided with
Azumah Nelson of Ghana. And a
third judge amended his scorecard
in favor of Nelson after originally
calling it a draw.

"It was a mess," he recalled. "But
at least | scored the fight properly.
That's all | can say. That's what I'm
there for.”

Although still young in the busi-
ness, Mr. Cole has seen and heard
of plenty of nights like the one in
San Antonio. By now, he knows
what professional boxing is about,
especially when the names Don
King, Jose Sulaiman, Lou and Dan
Duva, and Bob Arum enter the fray.

"Boxing is its own worst enemy.
Don't get me wrong-I| love the
sport and will support it until the
day | die-but there is just too
much politics. | try my best to stay
away from the politics, but it's
hard,” he said.

If it weren't for politics, it might
very well have been Mr. Cole sitting
as one of the three ringside judges
for the above-mentioned Chavez-
Whitaker fight. As a member of the
WBC, which hand-selects its judges
and ring officials from a pool of
about 100 approved individuals,
Mr. Cole was approached by
Messrs. Sulaiman and King during
the fight's planning stages and was
offered a chance to score the fight.

It took him virtually no time to
politely decline an offer others
might view as the opportunity of a
lifetirne.

"I'm young, I'm credible and I'm
seen by most as a person that can't
be swayed by the powers that be. |
want to keep it that way because in
this business you have to be very
careful about the fights you select.
You can't blow your opportunities,
but you can't hurt yourself, either.

"The pressure surrounding this
fight was incredible. You're smack
in the middle of Chavez country.
What if | would have gone for
Whitaker? Don King would never
offer me another job. With only
four title bouts under my belt, |
have to keep working. Eventually,
I'd like to be the ring referee for one
of these big fights and to get there |

When he's not selling insurance, agent Laurence Cole judges cham-
pionship prizefights put on by promoters like Don King.

have to keep working. I'm in this
for the love of it, not the money."

Still, the money's not bad. "We
can make up to $2,000 for a big
fight, but with attending the WBC
and other conventions, it's really a
break-even hobby for me."

Mr. Cole acknowledges that the
opportunities for him in boxing
could be enhanced over the short
term if he were to acquiesce to the
string-pulling and politics that con-
trol boxing.

However, he swears that he is de-
voted to taking the high road.
"There's a long history of boxing in
my family and | want to remain

true to that. | do it because it's my
love."

When asked if he would ever

crumble under the pressure con-
stantly applied by the Sulaimans
and Kings of the sport, he quipped,
"l guess everyone has a price, but
mine is real high and it certainly
hasn't been met yet."

So in the meantime, ifit's 11 a.m.
on a Thursday, Laurence Cole can
be found helping Dallas residents
with their personal lines insurance
needs. But, if it's 11 p.m. on a Satur-
day night, there's a good chance

Mr. Cole is refereeing or scoring a
Dallas-area professional or amateur
fight. And, if it's a special Friday or
Saturday night he might even be in
Las Vegas or Melbourne, Australia,
scoring a world title bout.

Mr. Cole says that if everything
works out as planned, he'll spend
the better days of his career referee-
ing championship fights for various
organizations, including the Inter-
national Boxing Federation and the
North American Boxing Federation.

What is his ultimate dream? Ref-
ereeing a multimillion-dollar cham-
pionship bout and holding up the
hand of some future heavyweight
champion at Caesar's Palace.

But, for the time being, life in
Dallas with his insurance job, fam-
ily ties and boxing work is treating
Mr. Cole well.

"I'm just now growing into the
insurance business. It's a great job
that affords me the flexibility to do
my boxing stuff on the side. | can
make a few boxing-related calls
each week or attend a meeting or a
convention when | need to and still
earn a steady income. Texas is a
good market for direct agents like
myself." lei
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REGRETTABLY FEW RISK MANAGEMENT PLANS
GIVE YOU SUCH CLEAR SIGNALS.

On the road or in business, good pertrmance is rendered inef-
fective by poor information. For risk managers, the signals are
only as clear as their communicating and reporting systems.

For half a century, Scott Wetzel Services has assisted clients
in understanding the complexities of risk management
programs. We've done it by a custom-designed approach, unique
to each client; and by tracking claim inférmation with one of
the most sophisticated computer systems available.

At the heart of our SWS Inférmation Center is a state-of-
the-art IBM computer. It instantaneously processes data to sup-
port branch office automated claim management and client
access to their data base through personal computers. Our inf6r-
mation system prokssionals design comprehensive and readable
loss reports to exact client specifications and support direct

client interaction through our PC Access System.

Real time access to individual claim information including
the electronic documentation of adjusters' activities, ad hoc
reporting with current data, "E-Mail" communications with
SWS personnel and = user-friendly environment are but a few
of the benefits and capabilities ofour on-line systems. Another
benefit to your company is the cost: typically a fraction of less
sophisticated and more cumbersome systems.

SWS infBrmation systems provide the clearest record to
measure the financial impact of your risk management program.
Our local representative can get you started. Or contact our
president, John Harrold, at 1-800-426-5990. (In Washington,

call206-479-0200.) He'll show you how to get on the right track.
EXPERIENCE SCOTIM*[ZEL WITHVISION.

SERVICES, INC

Risk Mantment PlannitgandSupport



Measuring performance

ENGHMARKING, Rerformance

These are becoming familiar words and
terms to risk managers. Much of
Corporate America is undergoing
significant changes to become more
efficient and is using these tools, as well
as strategies like downsizing, process
re-engineering, outsourcing and others,
to accomplish this goal.

This search to improve efficiency of
operations encompasses all business
activities: management, sales and
marketing, customer service,
administration, product development,
research and development, information
systems, etc. This drive for greater
efficiency applies not only to internal
operations but to external relationships
with vendors, as well.

How does this apply to the user of risk
management services? With the risk
management department undergoing
the same level of scrutiny by "corporate
re-engineers," why not apply these
same tools and techniques to evaluating
the department's external vendors? The
efficiency of brokers, insurers,
third-party administrators, risk
management information system
vendors and a host of ancillary groups
(such as medical and vocational
rehabilitation providers, defense
attorneys, safety engineers, etc.) all can
be assessed.

In short, the bottom line today is
"compare and evaluate." To decide
what is the best or most efficient
method to do this, clients want answers
to the following questions:

Tools for gauging efficiency
of internal, external services

J A1

11

* How is my service provider
measuring up to industry standards?

- By the way, what are the industry
standards, anyway?

* How does our vendor compare with
other vendors for the same type of
client?

« Can we do it more efficiently by
either outsourcing or bringing the
function inside?

* How do we quantify services that
tend to be quite subjective?

Given that this is Business
Insurance's Spotlight Report on Risk
Management Systems & Analysis, |
thought this would be a particularly
germane topic, since organizations are

RMIS N~

Commentary

By David A. Tweedy

constantly looking for some
methodology of evaluating their
systems and vendors. Furthermore,
since | will be coordinating and
speaking at next spring's Risk &
Insurance Management Society
conference on the topic of "Measuring
the Value of Vendor Services," it makes
sense for me to discuss some of the more
common techniques and tools available
for use by risk managers. These same
tools and techniques are applicable to
the various types of service providers
used by risk managers.

The three major methods of
evaluating efficiency are performance
assessment reviews, benchmarking

studies and outsourcing analyses. Lack
of time and space prevent me from
going into great detail to explain the
usefulness of these three techniques.
However, in my experience, these three
are among the most valuable that can
be employed.

- Performance assessment reviews.
This is one of the best methods of
determining the efficiency of an
operation, service or department,
whether internal or external. For a
service, such as claims administration,
the operation is evaluated and
compared against:

« Existing claims-handling
standards by the TPA, insurer or
self-administered organization.

* Industry averages.

- Best practices, or what the best
organizations have as their standard.

At Deloitte & Touche, we call this
method measuring the "PAR value" of a

service.

Of course, to do this requires that we
know what the standards are. In the
claims industry, for example, there are
no published standards. Yet most claims
professionals would generally agree on
standards based on principles of claims
handling, case loads per adjuster,
timeliness of claimant contact and the
like. Therefore, we have gathered
generally acceptable performance
standards to facilitate the review
process.

The RMIS is a particularly useful tool
for analysis. With the right system and
data, one can perform a PAR analysis

Continued on next page

A hybrid risk financing option

Combining large
By Michael T. Rogers

ARGEFRERUETIREEIWORKERS.cinety poputar

because they offer most of the advantages of
self-insurance without the drawbacks. But these
plans, though a step forward, only partially resolve
the problems of financing workers compensation
risks. Combining a high-deductible plan with captive
risk financing provides a fuller solution, offering more
control, greater flexibility and potential tax savings.

High-deductible plans provide several key benefits.
The company gets more control over the program
through greater retention of risk. The large deductible
reduces residual market loadings, premium taxes,
surcharges and assessments. The employer has more
incentive to control losses because it directly benefits
from favorable loss experience. The company also
controls more investment income.

In contrast, pure self-insurance poses problems. An
employer must obtain regulatory approval for
self-insured status in every state in which it operates.
In many states, the application process is fraught with
bureaucratic delays, political maneuvering and
irregular rules and regulations. Self-insurers with
exposures crossing state boundaries sometimes have
problems managing their collateral requirements over
such a widely dispersed arena of regulators.

Because large-deductible plans are insured by a
licensed insurer, there is much less red tape. Typically,
the deductible ranges from $100,000 to $1 million per
any one loss. Insurance companies charge a deductible

premium, which is often discounted as much as 80%
from the manual premium and the actual cost of
claims as paid. Most services are included in the
deductible plan on a bundled basis. Because the
insurer is statutorily responsible for paying claims, a
letter of credit or other acceptable liquid collateral is
usually required to secure the employer's payment of
its share of expected ultimate losses.

Despite the many advantages of large-deductible
plans, risk financing for the deductible remains a
weak spot. The answer is to use a captive in a
carefully crafted plan.

We call this approach a captive/deductible plan.
With it, risk management costs can be allocated better
and costs delineated better. The captive provides
prudent, sound funding for the ultimate losses. A
captive/deductible plan not only saves money, it is a
powerful strategic risk management tool.

The advantages of a captive/deductible plan
include:

« More control. With a captive, the risk manager
can better control administration, claims management
procedures and loss prevention programs. Even
litigation and subrogation can be managed more
effectively.

* More flexibility. The deductible can be raised or
lowered in response to market conditions or corp6rate
needs. The captive's ability to place reinsurance
directly also adds flexibility to the retention levels
and reduces costs. Once the captive is operating, it is
not limited to workers comp. Conversely, if the
company already has a captive that's active on other

deductible plan with captive insurer for comp cover

lines, it can be coordinated with a large-deductible
plan.

* Improved allocation of risk management costs.
With a captive, costs can be compartmentalized, and
the risk management department can become a
separate cost center. Some companies actually
transfer their risk management department and its
payroll to the captive. Now the risk manager can more
clearly document the department's bottom-line
contribution. Furthermore, the captive makes it
feasible to unbundle services. The risk manager can
then select the most cost-effective providers of
specialized services.

« Potential tax deductions and savings. A company
and its affiliates may be able to take a deduction for
premiums paid to the captive. Without a captive, only
losses actually paid are tax-deductible. Furthermore,
the captive can deduct its reserves and
incurred-but-not-reported losses.

* Precise delineation of costs. Insurers are usually
much more candid about what the deductible
premium buys in a captive/deductible plan. The
insurer should be able to tell you how much goes to
administration, excess reinsurance, premium taxes,
workers compensation boards and bureaus and
residual market loads. If your insurer is reluctant to
provide a breakdown, try the competition.

« Sounder risk funding. Deductible reimbursement
or loss fund premiums are paid to the captive, which
can build its reserves. This pool of money assures a
solid source of funding for potential losses. Claims

Continued on next page
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Continued from previous page

on topics like case reserving, claim
resolution, legal and medical expenses,
case loads and other criteria in a very
quick yet thorough fashion-and on a
100% sample.

Claim audits, for example, can be
improved with a preliminary file analysis
via the system and problems can be
detected and evaluated in more detail.

- Benchmarking studies. This is
another excellent tool for determining
what is considered "normal”
performance on a variety of key issues
(see story, page 3).

The most frequent requests for these
assessments from risk managers concern
questions about claims data. For
example, what is normal for the
frequency of back claims for a
manufacturer in Michigan?

Such questions can be answered
through the effective use of a good
information system that contains
comprehensive and accurate data. In
fact, several commercial RMIS vendors
are starting to develop comprehensive
data base services for this purpose.

Risk Sciences Group, a unit of
Crawford & Co., is offering a

benchmarking service called Risk
Information Benchmarking Services, or
RIBS. In addition to performing
comparative analyses of workers comp or
liability claims frequency and severity
among departments, divisions or
states-which is a feature available to
any RMIS user-RSG clients can use
RIBS to conduct external studies within
their particular industry. For example,
RSG will make auto industry claims data
available to a client that can be used to
make frequency/severity comparisons, as
well as cost comparisons.

RSG soon plans to make this service
available on an unbundled basis. A
company would need only to send its
claims data via tape or disk to RSG,
which would then perform the analysis
and send back a benchmark report.

These same questions about what is
normal for a particular organization are
being asked about RMIS usage. We are
often asked to comment on what type of
RMIS is typical for an organization with
certain characteristics. For example, such
a query might be: What is the typical
hardware and network configuration for
a system that is designed to
self-administer workers comp claims in
three states, monitor claims in other

states and interface with several different

Captive/deductible plan

third-party administrators?

« Outsourcing analysis. The third
useful tool for gauging efficiency
involves the thoughtful consideration of
whether a function would be most
efficiently and effectively performed
within or outside the organization. Once
again, claims administration services,
RMIS and even the entire risk
management function are grist for the
mill.

Clients often seek to quantify the value
added by performing each of these
functions themselves or whether they
would be better served by selecting a
professional outside the company whose
primary business is that particular
function.

For the most part, organizations have
recognized that developing their own
RMIS is best handled by professional
vendors.

And, in these days of downsizing,
many organizations are outsourcing some
of their risk management duties to
brokers, consultants or other specialists.
Insurers, seeking to lower annual fixed
expenses, also can outsource such
activities as information systems services
to outside specialists like Electronic Data
Systems Corp. and Perot Systems Corp.,
or claims-handling services to TPAs like

Crawford or GAB Business Services Inc.

Other private and public organizations
face similar decisions about outsourcing.
Many, in fact, already utilize TPAs or
insurers to handle their large claims
programs. However, it is not a foregone
conclusion that outsourcing will be the
best strategy.

In many cases--and if done
correctly-self-administering workers
comp or general liability claims may be
the least expensive strategy over the
longer term because the middle layer of
service is cut out and employers are
dealing with employees.

Obviously, the RMIS with the proper
analytical modules can be an extremely
useful tool in comparing these various
scenarios through matrix and
spreadsheet analyses of the varied
quantitative and qualitative data

involved. mil

David A. Tweedy is a
senior manager at
Deloitte & Touche in
Hartford, Conn. Mr.
Tweedy's column on
risk management
information systems
appears quarterly-

Continued from previous page

and loss adjustment expenses are paid from the
captive's reimbursement policy premium funds. This
is a better system than simply paying losses from the
corporate treasury.

- A tool for strategic risk management. With a
captive/deductible plan, reserves and liabilities are
moved from the parent's to the captive's balance
sheet. Once running, the captive is free to write other
lines of insurance. That flexibility may not be
important today, but it could be crucial in the future.
The captive also provides stability and leverage
against premium increases. A captive/deductible plan
can provide a long-term solution to both current and
future insurance issues.

Here is a typical example. Best Widget
Manufacturing and its affiliates or subsidiaries take
out a large-deductible workers comp policy with ABC
Insurance Co. The coverage is statutory for Part A,
with $500,000 limits for Part B. The deductible is
$500,000 per occurrence. The estimated standard
premium would be $1 million. In contrast, the
deductible policy's premium is just $230,000. It breaks
down as: Administration and profit (6% of standard
premium) would be $60,000; taxes, boards and
bureaus (7.5% of standard premium) would be
$75,000; residual market loads (5%) would be $50,000;
excess reinsurance, for statutory excess of $500,000
for each occurrence (4.5%) would be $45,000.

The deductible policy premium is usually billed

monthly. Most insurers collect a small escrow
loss-development fund to cover expected paid losses
during the first month of operations.

Best Widget and its subsidiaries form a
Vermont-licensed captive called Widget America
Insurance Co. to reinsure its workers compensation
losses. Widget America Insurance issues a deductible
reimbursement policy to insure losses up to $500,000
for each occurrence for Part A and Part B coverage.
The reimbursement premium of $770,000 (also billed
monthly) equals the difference between the standard
premium and deductible premium. This goes into the
captive's reserves and earns investment income.

Claims charged to the policyholders, Best Widget
and its subsidiaries, are reimbursed by the captive,
Widget America Insurance. Best Widget's liabilities
are thus transferred to Widget America's
reimbursement policy.

Additionally, Widget America Insurance purchases
reinsurance directly for a layer of $250,000 excess of
$250,000 for each occurrence. This further limits the
captive's risk. By directly placing reinsurance, Widget
America Insurance and its parent(s) have reduced
their cost of excess reinsurance by the amount of
ceding commissions normally added on by the
deductible insurer. Successful negotiations with the
deductible insurer can also limit the amount of
security or collateral required.

Setting up and running a captive need not be
expensive. An actuarial firm should charge about

$10,000 to $15,000 for a feasibility study. A captive
management firm may charge $25,000 to $50,000 a
year. Professional fees for CPAs and attorneys run
about $7,500 to $10,000 per year. The annual fee for
actuarial certification is about $8,000 to $10,000.
Finally, the state of domicile charges a premium tax
on direct premiums. In Vermont, for example, the tax
is now 0.6%; it will go down to 0.5% in 1994 and 0.4%
in 1995. (Most other captive domiciles are
comparable.) Depending on the size of the risk, the
total cost of managing a workers comp captive will
range from 2% to 4% of standard premiums.
However, the savings in direct placement of
reinsurance, favorable tax treatment and greater
control can far outweigh these nominal expenses.
While a captive/deductible plan offers savings and
advantages today, it also gives the risk manager a
strategic risk management tool. The plan can be a
platform for flexible, effective response to future
challenges. Ml

Michael T. Rogers is the chief
operating o#icer of Vermont
Insurance Management in
Montpelier, Vt.

Court denies duty to defend suit against contractor

The Appellate Court of lllinois

affirmed a lower court decision that

policies did not cover the state's suit

occasioned in part by the illness of its

released comprehensive general liability
insui-ers from defending a contractor in
a suit brought by the state of lllinois for
economic losses arising out of the
installation of a faulty air conditioning
system in a state office building.

The Chester-densen Co. Inc. installed
an air conditioning system in a state
office building that failed to cool the

building during the summers of 1985
and 1986.

The state sued Chester-densen
claiming that excessive temperatures
occurred because of an inadequately
designed and defectively installed air
conditioning system. The state claimed it

Legd B,lefs

would cost $10 million to modify and
repair the system.

In addition to these economic
damages, the state sought damages from
lost rent, lost work days from state
employees who had become ill, lost
productivity from employees and
excessive electrical consumption.

Chester-Jensen was covered under two
comprehensive general liability
insurance policies that covered
third-party "bodily injury” or property
damage.

The insurance companies sought a
declaration from the court that the

against Chester-densen. The trial court
agreed and ruled for the insurance
companies.

On appeal, Chester-densen argued that
coverage was present under the "bodily
injury" provision of the policies.

According to the appellate court, this
argument ignored the nature of the
complaint made by the state. "The state
is not bringing this action on behalf of
its employees, seeking recovery for
damages sustained by them on account
of their illnesses or other bodily injury,”
the appellate court noted.

The fact that the state's claim for its
economic damages as a result of
diminished productivity may have been

employees, did not translate its
economic claim for which it sought
recovery from Chester-Jensen into one
for "bodily injury." The trial court

decision was affirmed.
Diamond State Insurance Co. vs.

Chester-Jensen Inc., Appellate Court of
lllinois, Feb. 11,1993 (BI/03/D.-$10).

These abstracts were prepared by
Mayo H. Stiegier. Copies Of these
decisions are available by sending a $10
check payable to Mayo H. Stiegler, to
Business Insurance, 740 N. Rush St.,
Chicago, lll. 60611-2590. List the
number for each opinion.



Peace ofmind
often takes no more than

having someone
whdll stick by your side.

Before choosing a reinsurance
company, you have to know they'll be
around when you need them. A good
reason to consider Prudential Re.

Because when you work with us,

- we'll assign a team of experts
. specifically to your account. To stay
by your side, and to assure continuity
and informed service.
4 WwWe'11 get to know your
business objectives inside and
out. Making it easier to fine tune
your reinsurance program, as well as
make it more profitable.
In the long run, we know we'll
both benefit from working closely.
That's why with Prudential Re,
someone you can count on is
always nearby. Fact is, we're just
a phone call away: (201) 802-2083.
Someliow, Huck caught more fish
when Tom came along. Prudential Re (®

The Reinsurer of Choice

© 1992 Prudential Reinsurance Company, a subsidiary of The Prudential Insurance Company of America, Newark, New Jersey. Available directly or through an intermediary.
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580 in risk management departments.
Functions include general claims, work-
ers compensation, litigation manage-
ment, policy management, work process-
ing features and enhanced reporting.

| RiskMaster/CM 9000: $20,000 PC,
$35,000 UNIX/LAN; software available
without hardware; operates on PCs,
UNIX network. First installation: 1989;
20 total installations, 10 in risk manage-
ment departments. Functions include
workers compensation cost containment,
work processing features, new user in-
terfaces and enhanced reporting.

| RiskMaster/Image Management
System: $15,000 PC, $30,000 UNIX/
LAN; software available without
hardware; operates on PCs or UNIX net-
work. First installation: 1992; three total
installations, all in risk management de-
partments. Functions include full image
and document management system inte-
gration.

User support: User groups/meetings,
telephone assistance available 12 hours a
day, onsite training, regional workshops
and specific topic seminars. User sup-
port included in system price.

Staff: 36 total, 18 professionals.

New clients: 62 total; 36 in risk man-
agement departments.

Branch offices: St. Petersburg, Fla.

1992 revenues: $4 million total, all
from risk management information sys-
tms; 5% from sale of hardware, 60%
from sale of software, 35% from soft-
ware services.

Officers: Mark E. Dom, president;

Paul Hapeli, financial manager.
Contact: Mark E. Dom.

E

EDS Insurance Services

13736 Riverport Drive, Maryland

Heights, Mo. 63043; 314-344-8275;
fax: 314-344-8691

Risk management systems since: 1972.

Parent: General Motors.

Software products:

= Processor |I: Software available in
system package, which includes hard-
ware; operates on IBM mainframe sys-
tem. Finst installation: 1984; 27 total in-
stallations. Functions include identifica-
tion of unbundled procedure codes and
validation of procedures based on diag-
nosis for health care claims.

I ACS-Automated Claims System:
Software available in system package,
which includes hardware; operates on
IBM mainframe system. First installa-
tion: 1984; 11 total installations, two in
risk management departments. Func-
tions include coded accident description
for loss control; complete financial re-
porting by account, policy, location and
claimant.

I MBR-Medical Bill Review: Soft-

. ware available in system package, which

includes hardware; operates on main
frame system. First installation: 1988;
three total installations, one in a risk
management department. Functions in-
clude checldng and validation of medical
procedures for "appropriateness of care"
to the sustained illness or injury.

Staff: 64 total, 61 professionals.

New clients: Five total.

1992 revenues: $8.2 billion total.

Officers James Sonnemaker, account
manager-insurance services.

Contact: Jim Capes.

ERIC Systems

12828 Northup Way, Suite 120,
Bellevue, Wash. 98005; 800-283-3742;
fax: 206-883-9178

Risk management systems since: 1985.

Software products:

- Risk Manager Assistant (Single &
Multi-User): $4,995-$7,495; software
available without hardware; operates on
DOS-based PCs (minimum: IBM PC/AT
286,640K RAM, 40MB hard drive). First
installation: 1985; 11 total installations,
all in risk management departments.
Functions include automation of claims
management, tracking of claims, sup-
ports multiple time loss schedules, pay-
ment summarization to vendors for 1099
set-up, tracks OSHA data and generates
OSHA 200 reports, provides time loss
disbursements, can be configured to al-
low or disallow posting of negative re-
serves, produces history files, calculates
supplemental benefits, litigation track-
ing, diary and notes module, automatic
generation of most government-man-
dated reports and forms, supports check
writing and vouchers, ad hoc reporting,
updated security features.

I Risk Manager-Multi-Employers

(Single & Multi-User): $12,495-$14,495;
software available without hardwans;
operates on DOS-based PCs (minimum:
IBM PC/AT 286,640K RAM, 40MB hard
drive). Finst installation: 1985; 11 total
installations, all in risk management de-

partments. Functions: see Risk Manager
Assistant.

I RM Adjuster-integrated with Risk
Manager: $9,995; software available
without hardware; operates on DOS-
based PCs (minimum: IBM PC/AT 286,
640K RAM, 40MB hard drive). First in-
stallation: 1991; six total installations, all
in risk management departments. Func-
tions include au-omation of fee adjusting
process, produces detailed explanation
of benefits for vendor invoices, itemiza-
tion of procedures billed and paid, short
and long CPI' code descriptions, main-
tains unit value history, permits adjust-
menis and payments on closed claims,
automatically adjusts based on assigned
POAC for hospitals, onscreen display of
actual status of reserve accounts, multi-
ple fee schedules for multistate adjust-
ing, integrates with Risk Manager for
check processing, duplicate bill check-
ing, date validation, updated secusity

features.

* RM Adjuster-Stand Alone (Single
& Multi-User): $9,995-$12,495; software
available without hardware; operates on
DOS-based PCs, (minimum: IBM PC/AT
286,640K RAM, 40MB hard drive). New
pmduct. Functions: see RM Adjuster.

User support Telephone assistance
available 10.5 hours a day, onsite train-
ing, remote access training. User support
included in system price.

Staff: Eight total, all professionals.

New clients: Four total.

Officers: Frank Dee, president; Doug
Peterson, head programmer; Brian Hart,
product manager.

Contact: Karen Sherwood, sales man-
age, or Tracey Sheard, account execu-
tive

ESIS Inc.

2 Liberty Place, 1601 Chestnut St.,
Philadelphia, Pa. 19192-2075;
215-761-6784; fax: 215-761-5596

Parent: CIGNA Corp.
Software products:
I CRIS (CIGNA's Risk Information

System): $16,000; software available
without hardware; operates on PCs; on-
line system. First installation: 1983,950
total installations, 350 in risk manage-
ment departments. Functions include
medical cost containment reports loss
runs, claims management reports and
customized analyses, frequency/cost
analyses, pmmium management, policy
management, property management,
billing review, bonds, downloading ca-
pability, claim history prints, account
design prints, cash Eow prvgram invoice
backups. CRIS Advanced Functions re-
ports can be purchased on a fee basis.

| CRIS Advanced Functions: $24,000;
software available without hardware;
operates on PCs; online system. First in-
stallation: 1982; 70 total installations, 51
in risk management departments. Func-
tions mclude all of the standard CRIS
features plus risk management perfor-
mance analysis, cost of risk allocation,
ad hoc reporting, litigation management,
loss development reporting, financial re-
porting, safety reporting, "as of" mport-
ing, risk management cost allocation,
customized services.

I OMNICLAIMS: $10,000; software

available without hardware; opera:es on
PCs; online system. First installation:
1992; 35 total installations, all in risk
management departments. Funcions in-
clude online, real-time claims informa-
tion access.

User support: Telephone assistance
available 10 hours a day and onsite
training included in system price: user
groups/meetings available for an addi-
tion fee.

Staff: 66 total, 41 professionals.

New clients: 60 total.

Branch offices: Atlanta; Boston Chi-
cago; Dallas; Houston; Los Angeles; New
York; San Francisco.

Officers: Raymond E. Hafner, presi-
dent; Brian P. OHara, CP'O; Sharon E.
Simpson, assistant vp-operations'sales/

Contact: W. Bruce Hemphill, manag-
er-product management.

Continued on net page

Directory terms and methodol-
ogy explained on page 29.

The chart on this page displays the number ofpages published in each of the past ten years to keep the 180-plus volumes of the National Insurance Law
Service up-todate and accurate. Now, you can get that same information-the National Insurance Law Service, over 200,000 pages-on a single CD-ROM.
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Feedback Systems Inc.
1900 Emery St. NAN., Suite 304,
Atlanta, Ga. 30318; 404-355-6883;
fax: 404-875-8811

Risk management systems since: 1984.

Software products:

I RIMS DBMS: $18,000; software
available without hardware; operates on
PCs, mini computers and mainframes
First installation: 1991; twc total instal-
lations, both in risk management depart-
ments. Functions include hability and
claims management; ability to select, re-
trieve, view and compare data in the
form of a query, graph, form letter or re-
port.

User support: User groups/meetings,
telephone assistance available 10 hours a
day, on-site training, off-site training,
on-going enhancements modern sup-
port, online help and user docurnenta-

-1/ 1-1.7,11 %

't.'di 1-#4*

~

tion. User support included in system
price.

Staff: Three professionals.

Officers: Chrissie Howell, president;

Dave White, rp; Jack Hubert, secretary.
Contact Chrissie Howell.

Frasin Ltd.

Bishops Court, 27-33 Artillery Lane,

London, El 7LP, England;
44-71-782-0720; fax: 44-71-377-2139

Risk management systems since: 1991.

Parent: GHC Financial Institutions In-
surance Services Ltd. and Price Water-
house.

Softwam products

I SOFINE Standard Versicn:
$15,000; sof"wareavailable without
hamlware; operates on DOS (version 3.0
or highe) mM compatible PCs. First in-
stallation: 1992; 23 total installaticns
(SOFENE Standard and Enhanced ver-
sions), two in risk rianagement depart-
ments (Standard version). Functions in-
clude integrated risk management for fi-
nancial operarions and institutions from
a crime and fraud Terspective (he}ps

A service of

NILS

Publishing
Company

A Caoital Citied/BC, 1-c Cornp,tny

COAM1042:011

identify potential embezzlement, com-
puter fraud and crime, etc.), identifica-
tion and consohdation of operational ac-
tivities for company branches, establish-
ment of exposure to risk for operational
activities by numerical and categary
type, identifies security controls and sys-
tems to protect exposures, risk evalua-
tion and production of combined bank-
ers blanket bond and computer crime
application form for insurance.

- SOFINE Enhanced Version:
$42,500; software available without
hardware; operates on DOS (version 3.0
or higher) IBM compatible PCs. First in-
stallation: 1992; 23 total installations
(Standard and Enhanced versions),12 in
risk management departments (En-
hanced Version). Functions include those
of the standard version, with the addi-
liona. capability to transfer information
between the company branches via dis-
kette.

User support: Telephone assistance
available, maintenance/seivice/consulta-
tive information on mquest. User su>
port included in system price.

Staff: Eight total, four professionals.

Officers: K Jones, G. Puttergill, J.

T ="
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Bromfield, J. Thompson, lan Bracken.
Contact lan Bracken.

G

GAB Business Services Inc.

9 Campus Drive, Unden Plaza,
Parsippany, N.J. 07054; 201-993-3400,
fax: 201-993-9579

Risk management systems since: 1975.
Parent SGS North America Inc.

Software products:

| Centurion-Claims Financial Report-
ing: Price included in claims handling
fee, software available in system pack-
age which includes hardware. First in-
stallation: 1975; 827 installations in risk
management departments. Functions in-
clude loss analysis reports, payment re-
ports, management reports and perfor-
mance monitoring reports.

* Centurion-Claim System Online
Access: $3,000; softwam available in sys-
tem package which includes hardware;

ts]L"N p,.'ir'-4

Over the last ten years, govern:nent reg.ilatic,n has experienced
steady growth. Nowhere is thix niore evident than in the area
of insurance. And with the current empl.asts on "change,’
continued growth is a sure bet. -0 effectiiely manage
regulate,ry dmnge, insurance and legal professionals need ne#
tc,ols--state-(,f»die-art information Ser/iets that are easy-tc)-u,se.
accurate and up-to-date.

INS.tree: The Red Books on CI)-ROM delivers insurance
statutes and regulatory materials for 611 fifty states. With
INSource, you receive a fully updated Cl)-ROM every month.
Using your PC, find the information you need in just seconds.
Whether your research involves one state or All fifty, INSource
makes i: easier than ever to answer y()ur insurance law
questicins.

For more information, call TOU FREE

Ask

Bourre is a produd of N, 13 Pubmsbing Company « P.0. Box 2507 + aiatsword, CA 91313.2507
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for Telemarketing
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operates on IBM compatible PCs with

tion: 1984; 95 installations in risk man-
agement departments. Functions include
real time access to claims, payment, re-
serve data, adjuster notes and electronic
mail.

I Centurion-Query/AD HOC Report-
ing: $5,000-$24,000; software available
in system package which includes hard-
ware; operates on IBM compatible PCs
with Hayes compatible modem. First in-
stallation: 1984,45 installations in risk
management departments. Functions in-
clude ability to perform "what if" analy-
ses, download claims data, produce stan-
darci reports, design and print customer
specific reports.

I Centurion-Electronic Data Trans-
fer: $2,700 plus time and expense fee;
software available in system package
which includes hardware; operates on
compatible media. 140 installations in
risk management departments. Func-
tions include claim data updated daily,
claims and payment information avail-
able at various frequencies via customer
choice of electronic media.

User support: Telephone assistance
available 9.5 hours a day included in
system price; user groups/meetings and
on-site training available for an addi-
tional fee. Other support includes manu-
als.

Staff: 120 total, 99 professionals

New clients: 91 total; all in risk man-
agement departments.

Branch offices: Atlanta; Brea, Calif.;
Chicago; Dallas; Maitland, Fla.; Mem-
phis, Tenn, New York.

1992 revenues: $237.5 million total; $1
million from risk management informa-
tion systems; 100% from sale of soft-

Officers: Richard A. Simon, chair-
man/CEO; William F. Bergs, president/

erations; John F. Darden, CFO; G. Roger
Eiler, senior vp-sales/service.

Contact: John M. Kardos, vp, 201-
993-3738.

Gallagher Bassett

Services Inc.

The Gallagher Centre, 2 Pierce Place,
Itasca, 111. 60143-3141,708-773-3800;
fax: 708-285-4000

Risk management systems since: 1983.
Parent: Arthur J. Gallagher & Co.
Software products:

I RISX-FACS: Software available
with or without hardware. First installa-
tion: 1983; 1,352 total installations, all in
risk management departments. Func-
tions include medical payment process-
ing with explanation of benefits, cap-
turns CPI' and diagnosis codes, loss re-
serving, claims administration, standard
loss reporting, ad hoc inquiry, auto-
mated diary, NCCI data capture, claim
notebook, check writing, automated in-
dex bureau reporting. Additional func-
tions available with Gallagher Bassett's
health care delivery and administrative
service: 24 hour coverage for group
health and workers compensation, iden-
tification of bills, identification of pm-
edsting conditions, analysis of physician
charges and trend analysis.

I MICRO-FACS: Operates in con-
junction with RISX-FACS; $2,100 plus
communications; software available in
system package which includes hard-
ware; operates on PCs. First installation:
1986; 182 total installations, all in risk
management departments. Functions in-
clude security features which limit user
access, online access to explanation of
benefits, loss tlending, exposure analy-
sis, loss triangles, electronic mail, online
ad hoc inquiry and reporting.

User support Telephone assistance
available 12 hours a day included in sys-
tem price, on-site training available for
an additional fee. Other services include
manuals and training at corporate head-
quarters or client site.

Staff: 87 total, 75 professionals.

New clients: 102 total.

Officers: Peter J. Durkalski, president;
Donald C. Klein, Richard R. Rothman,
executive vps.

Contact: Tracy Mock, director-market-
ing, 708-285-3593.

Genelco

1600 S. Brentwood Blvd., St. Louis,
Mo. 63144-1330; 314-962-2040;
fax: 314-968-9589

Risk management systems since: 1973.

Parent: General American Life Insur-
ance Co.

Software products:

| Health Claims Plus: Software avail-
able with or without hardware; operates
on IBM AS/400, OS/400. First installa-

Continued on nezt page
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tion: 1985; 117 total installations, 72 in
risk management departments. Func-
tions include claims processing for var-
ied health plans and coverage types in-
cluding point-of-service and managed
care options; report production for man-
aged care analysis; utilization review
module, including large case manage-

ment, second surgical opinion and pre-
certification.

I Benefit Administration Plus: Soft-
ware available with or without
hardware; operates on IBM AS/400,
OS/400. First installation: 1987; 41 total
installations. Functions include adminis-
tration for individual and group insur-
ance plans, associations and multiple
employer trusts; billing and collection
functions; provides eligibility informa-
tion; processes commissions; provides m-
ports for management analysis and
tracks new case files.

User support User groups/meetings
and telephone assistance available nine
hours a day included in system price;
on-site training included with most sys-
tems. Other services include 24 hour
telephone support, maintenance agree-
ments, user conferences, advisory com-
mittee, documentation, modem hook-up
and technical support.

Staff: 195 total, 76 professionals.

New clients: 24 total.

Branch offices: Atlanta, Charlotte,
N.C.; Dallas.

1992 revenues: $19.1 million total; $15
million from risk management informa-
tion systems; 12% from sale of hard-
ware, 20% from sale of software, 68%
from software services.

Officers: David B. Johnson, president;
Russell E. Korte, executive vp; Larry M.
Amundsen, vp-software sales/marketing
David Litschgi, Mike Molinar, product
vps.

Contact: Larry M. Amundsen.

H

Health Management
Technologies Inc.
1150 Moraga Way, Suite 150, Moraga,

Calif. 94556; 510-&31-6750;
fax: 510-631-6789

Risk management systems since 1986.

Softwareproducts:

- RETURN: $12,000-%$15,000; soft-
ware available without hardware;
operates on DOS based (3.3 or later)
IBM compatible PCs. First installation:
1988; 300 total installations, 200 in risk
management departments. Functions in-
clude job analysis, job return and job-
based disability duration guidelines.

User support: User groups/meetings,
telephone assistance available 10 hours a
day, on-site training. User support not
included in system price.

Officers: Karen Wolfe, president;
James Wolfe, senior vp-marketing; Eric
Wolfe, director-client selvices.

Contact: Scott Gallucci, client services.

Helmsman

Management Services
225 Borthwick Ave., Portsmouth,

N.H. 03801; 603431-1418;
fax: 603431-2071

Risk management systems since: 1983.

Parent: Liberty Mutual Insurance
Group.

Software products:

« RISKrRAC for Windows: $10,000-
$25,000; software available with or with-
out hardware (price does not include
hardware); operates on IBM PS/2 com-
patible PCs with Windows (minimum:
386/25MHz processor, 120MB hard
drive, 8MB memory, SVGA monitor, HP
LaserJet n or m printer). First installa-
tion: 1992; 110 total installations, 72 in
risk management departments. Func-
tions include entry and updates of
claims, standard reports, ad hoc reports,
loss allocation, payment data, adjuster's
notes, medical and disability informa-
tion, download data, electronic correc-
tions, modular products, electronic mail
and neal time access.

| RISKTRAC/PC: $8,000, additional
annual fee for data downloading services
after first year; software available with
or without hardware (price does not in-
clude hardware); operates on DOS based
PCs, Windows based PCs, DOS based
networks. First installation: 1987; 243
total installations, all in risk manage-
ment departments. Functions include

consolidation of insurance data from all
insurers and self-insurance, online help,
user defined fields and comments, data
export, standard reports, location mod-
uk state tables module, reminders mod-
ule, coverage module and claims module.

User support User groups/meetings,
telephone assistance available 13.5 hours
a day, on-site training, online help, inter-
active tutorial, account support analyst,
user manuals, customized services. One
year of user support included in system
price.

Staff: 50 total, 13 professionals.

New clients: 50 total; 48 in risk man-
agement departments.

Branch offices: Atlanta; Berwyn, Pa.;
Irving, Texas; Itasca, W.; New York;
Pittsburgh; Pleasanton, Calif.; Weston,
Mass.

1992 revenues: 5% from sale of hard-
ware, 25% from sale of software, 70%
from software services.

Officers Richard Downey, assistant
vphnanager-business markets client sup-
port services; Mike Henry, director-
RISKTRAC/client services; Paul
Lessard, director-customer services;
Bruno Federico, manager-policyholder

support; Larry Forrest, RISKI'RAC mar-
keting.
Contact: Larry Forrest.

Home Insurance Co.

59 Maiden Lane, New York, N.Y.
10038; 212-530-6867;
fax: 212-701-8883

Risk management systems since: 1991.

Parent: Home Holdings Inc.

Software products:

- RISKOFITONS: Software available
in system package which includes hard-
ware; operates on DOS based 486 PCs
with modem and tape drive. First instal-
lation: 1991; 43 total installations, 12 in
risk management departments. Func-
tions include loss control analysis, claims
tracking/reporting, allocation by busi-
ness unit and state, claim detail inquiry
and ddll down analysis.

User support User groups/meetings,
telephone assistance available 12 hours a
day, on-site training. User support in-
cluded in system price.

PERFORNMANCE

IS THE

DIFFERENCE .

WHEN YOU HANDLE RISK, IHERVS
A FINE LINE BEIVWEEN SUCCIESS
AND FAILURE. THE DIFFIERIENCE IS IN
THE SICILL OF THE PERFORMER. AT
€R€, WII'RE EXPERTS IN HANDLING

RISK. WE PERFORIA AS INSURANCE

BROKERS TO CREATE SMART SOLU.

VIONS, FAST, AT COMPITIVIVE PRICES,

FOR VIRTUALLY ANY TYPE OF

RISK - SIMPU TO COMPLEX. Ir GIVES

OUR CLIENTS IHE UPPER HAND.

AND IT'S MADE US ONE O1 Tl

Staff: 11 total, 160 pmfessionals.

New clients: Four in risk management
departments.

Branch offices: Atlanta; Boston; Brea,
Calif.; Chicago.

Contact Matthew T. Craig, assistant
vp or Michael Black, RISKOPTIONS

manager.

ISS Inc.

4725 Peachtree Corners Circle, Suite
200, Norcross, Ga. 30092;
404-992-9383; fax: 404-992-9377

Risk management systems since: 1987.

Parent: The Covenant Group.

Software products

| Fastrack RMIS $35,000; software
available without hardware; operates on
DOS (version 5.0) 386 PCs, Novell Net-
ware 2-:11. First installation: 1987; 15 to-
tal installations, seven in risk manage-

ment departments. Functions include
claims and policy management for all
property/casualty lines; workers com-
pensation policy rating and experience
rating; policy auditing, billing and ac-
counts receivable; payment processing;
check writing; policy issue; medical cost
containment; statistical and financial re-
porting.

User support Telephone assistance
available 12 hours a day; on-site train-
ing; modem remote logon for diagnos-
ties, training, updates and custom report
programs. User support included in sys-
tem price.

Staff: Nine total, five professionals.

New clients: Four total; two in risk
management departments.

Branch offices: Roswell, Ga.

1992 revenues: $300,000 total; 5%
imm sale of hardwam, 75% from sale of
software, 20% from software services.

Officers: John Spiegel, CEO; Mark
Reeves, COO; Clifton Haughey, presi-
dent; Tim Habeck, vp/CFO; Jim Ballew,
VP.

Contact A. Lee Stanford, sales man-

ager.

Continued on page 50
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ITT Specialty

Risk Services Inc.

55 Farmington Ave., Hartford, Conn.
06105; 203-520-2500;
fax: 203-520-2503

Risk management systems since: 1981.

Parent: ITT Hartford Insurance
Group.

Software products:

| OSCAR: $15,000; software available
without hardware; operates on PCs and
mainframes. First installation: 1981,200
total installations, 175 in risk manage-
ment departments. Functions include
online loss inquiry and reporting system,
pre-formatted and ad hoc reporting, PC
download, historical financial data and
loss development triangles.

| LASER/CAL: $4,600; software
available without hardwam; operates on
PCs. First installation: 1993; 22 total in-
stallations, all in risk management de-
partments. Functions include OSCAR

features plus online access to adjustem’
notes.

- LASER/RMIS: Software available
without hardware; operates on PCs.
New product: to be released in fourth
quarter 1993. Functions include OSCAR
features plus interactive loss query and
reporting including customer data and
customer-defined data capabilities.

User support Telephone assistance
available eight hours a day and onsite
training included in system price. Other
services include risk management and
actuarial consulting along with custom-
ized report development.

Staff: 24 total, 15 professionals.

New clients: 51 total, all in risk man-

agement departments.
1992 revenues: 100% from sale of soft-

Officers: Nanette Char, assistant vp-
risk management information systems.

Insurance Software

Packages Inc.

3625 Queen Palm Drive, Tampa,
Fla. 33619; 800-237-8133;
fax: 813-621-0652

Risk management systems since: 1985.

TONY DANGELO

Parent Pharmacy Management Ser-
vices Inc.

Software products:

- FirstStan Software available with-
out hardware; operates on Novell certi-
fied networks and PCs. First installation:
1991; 50 total installations, all in risk
management departments. Functions in-
clude first notice off injury forms for all
50 states plus ACORD, true and multi-
party forms, autofaxing, PPO directing
and employers data prefill.

| CompStar: Sottware avaiable
without hardware; operates on Novell
certified networks and PCX First instal-
lation: 1985; 190 total installations, all in
risk management departments. Func-
tions include reinsurance tmcking, auto
indemnity payments, enhanced security,
claims adjudication, fee schedule, full fee
schedule rates integration, EOBs, PPO
module, correspondence module and se-
curity features.

I MediStan Software arailable with-
out haldwase; operates on Novell certi-
fied networks and PCs First installation:
1986; 90 total installations, all in risk
management departments. Functions in-
clude utilization review module, elec-

SWORD SWALLOWER
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tronic filing, fee schedule validation of
rules and values, medical bill history,
duplicate checking, inquiry and en-
hanced reporting.

= Multi-Star: Software available
without hardwam; operates on Novell
certified networks and PCs. First instal-
lation: 1985; 25 total installations, all in
risk management departments. Func-
tions include legal module, report writer,
claims entry, reserve tracking, payment
claim inquiry, conespondence module,
reinsurance module and enhanced re-
porting.

User support: User gioups/meetings,
telephone assistance available eight
hours a day, onsite training, carbon-
copy/online interactive support. User
support included in system price.

Staff: 40 total, 20 professionals.

New clients: 40 total.

1992 revenues: $3 million total; $1 mil-
lion from risk management information
systems; 70% from sale of software, 30%
from software seivices.

Officers: George Cannon, vp; Paul
Harvey, director-sales/mai-keting; Pat
Sweeney, director-software develop-
ment; Kathy Shriner, director-technol-

ogy.
Contact: Paul Harvey, ext. 6680.

International Risk

Management Institute Inc.
12222 Merit Drive, Suite 1660, Dallas,

Texas 75251-2217; 214-960-7693;
fax: 214-9606037

Risk management systems since: 1978.
Software products:

stallations, 30 in risk management de-

excess forms analysis.

User support: Telephone assistance
available nine hours a day, free phone
installation and training. User support
included in system price.

Officers: Jack P. Gibson, president;
Paul D. Munay, Cathy Roberts, vps;

owner.

Contact: Paul D. Murray.

M

Marathon Systems
101 California St., 18th Floor, San

Francisco, Calif. 94111; 415-362-0500;
fax: 415-362-5528

Risk management systems since: 1988.
Software products:
- COMP2000: Software available

installations, 25 in lisk management de-

ments calculator.

network First installation: 1992; five to-
tal installations, one in a risk manage-

system interfaces.

in system price; user groups/meetings,

uct upgrades and releases, user group

able with annual maintenance fee.

Staff: 30 total, 18 pmfessionals.

New clients: 11 total; seven in risk
management departments.

ware, 40% from software services.
Officers: F. William Guerin, president.
Contact: Tom Corder, director-sales.

Marshall & Swift

1200 Route 22, Bridgewater,
N.J. 08807; 908-231-8920;
fax: 908-231-8934

Risk management systems since: 1985.

Software products:

| Commercial Estimator: $599; soft-
ware available without hardware;
operates on DOS-based IBM compatible
PCs, networks. First installation: 1985;
5,000 total installations, 50 in risk man-
agement departments. Functions include
estimates of replacement costs for com-
mercial buildings, report generation.

User support: User groups/meetings,
toll-free telephone assistance available
10 hours a day, onsite taining

Staff: 80 total, 20 professionals.

Officers: Kevin Keegan, president.
Contact: Robert W. Crine or Wallace

Parker.

Medicode Inc.

5225 Wiley Post Way, Suite 500, Salt

Lake City, Utah 84116; 801-536-1005;
fax: 801-536-1009

Software products:

Edit System:
$10,000-$100,000; operates on numerous
systems including IBM compatible PCs,
Macintosh PCs, networks and main-
frames; can be used with DOS, Win-
dows, UNIX, etc. First installation: 1991;
75 total installations. Functions include
identification of coding problems such as
unbundling, modifier, age, sex, place of
service, assistant, surgeon, cosmetic sur-
gery and non-emergency services; flags
coding discrepancies; compares proce-

Continued on nezt page
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dure-to-related information and diag-
noses-to-related information; security
features.

| Workers Compensation payment
system: $3,000 plus $500 per state or-
dered; operates on numerous systems in-
eludmg IBM compatible PCs, Macintosh
PCs, networks and mainframes; can be
used with DOS, Windows, UNIX, etc.
First installation: 1989,100 total instal-
lations. Functions include access to all
current state fee schedules, integrates
both fixed fee and relative value/conver-
mon factor schedules, provides updates
quarterly.

I Medical Bill Advisor 4.0: Operates
on DOS based PCs. First installation:
1989; 13 total installations, three in risk
management departments. Functions in-
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clude utilization review and pricing of
outpatient bills using UCR factors and
workers comp fee schedules; incorpo-
mtes fully automated state adrninistra-
tive rules; multi-state duplicate service
checks; multi-company, unbundled ser-
vices and analytical reports.

| Hospital Bill Advisor: Operates on
DOS based PCs. First installation: 1990;
eight total installations, three in risk
management departments. Functions in-
clude utilization review and pricing of
hospital bills, multi-state duplicate bill
checks, multi-company analytical re-
ports and graphs.

| Provider Analysis System: Operates
on DOS based PCs. First installation:
1991; nine total installations, three in
risk management departments. Func-
tions include reporting and analysis, ca-

pability to evaluate provider billing ac-
tivities*ractices and treatment patterns,
potential fraud practices and abuse by
individual providers and provider type.

I Treatment Analysis System: Oper-
ates on DOS based PCs. First installa-
tion: 1992; seven total installations, two
in risk management departments. Func-
tions include evaluation and establish-
ment of appropriate services, proposed
treatment pammeters, protocols and
plans; evaluation of treatment cost alter-
natives and future claim exposures.

= Medical Case Manager: Starts at
$10,500; operates on DOS based PCs.
Functions include assisting case manag-
ers in developing specific authorized
treatment plans for individuals. Omits
billed services inconsistent with the au-

thorized plan when integrated with

— - oW =

SAILCLOTH SUBSIDIARY

Medical Bill Advisor system.

| Fraud Management and Control
System: Starts at $10,500; operates on
DOS PCs. First installation: 1992; Five
total installations, three in risk manage-
ment departments. Functions include as-
sisting case investigators in setting up
investigation requests, recording specific
findings and case results, reporting fraud
status and activity for management re-
view.

User support Telephone assistance
available eight hours a day, included in
system price. User groups/meetings
available for an additional fee. Other
services include on-site hining

Staff: 13 total, nine professionals.

New clients: Nine total; thme in risk
management departments.

Officers: Kenneth D. Lame, CEO;

T vl

rEAVES EXPENSIVE COVERAGE

TANGLE.

ONLY AFTER SEVERE CRASHES

IHVOLVING INJURIES DID A COM-

PANY LEARN THAT ITS SUB-

SIDIARY WAS SELLING SAILCLOTH

TO A MAKER OF ULTRALIGHT AIR-

oo

CRAFT FOR USE 4 *ING COVER-

ING. THERE WERE NO DEFECTS IN

THE PRODUCT, BUT THE FABRIC

FAILED BECAUSE IT WAS NEVER

INTENDED FOR SUCH USE AND

THE SPECIFICATIOHS 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-NO

INVOLVEMENT WIT« AVIATION, 't--.

OO0 00 —

OR BY HAVING NOTHING TO DO

AT ALL WITH MANUFACTURING

AIRCRAFT YOU WILL HAVE NO

EXPOSURE TO AVIATION PROD-

UCTS LIABILITY CLAIMS. AAU

KNOWS THE RISKS YOU FACE

AND HOW TO PROTECT YOU BY

EXPERT UNDERWRITING, LOSS

PREVENTION PLANS, RESOURCE-

FUL LEGAL AND CLAIMS SUP-

PORT. |H SHORT, T ERIGHT i

INSURANCE WITH THE RIGHT

PEOPLE. AssoclATED AVIATION

UNDERWRITERS. YOU DON'T

HAVE TO BUILD AIRPLANES TO

NEED AVIATION PRODUCTS LIA-

BILITY PROTECTION.

Raising )2)ur
"I Expymti,)ns BA

Kevin Pearson, CFO; Eileen Shanon,
president

N

NATLSCO, A Kemper Risk
Management Services Co.
One Kemper Drive, Long Grove, 111.

60049-0075,708-320-2400;
fax: 708-3204330

Parent: Kemper National Insurance
Ccos.

Software products:

I CARES-Claim Analysis and Risk
Experience System: $10,200; software
available in system package which in-
clu(les hardware; operates on IBM com-
patible PCs with Hayes modern. First in-
stallation: 1983; 198 total installations,
143 in risk management departments.
Functions include workens compensa-
ton, general liability, auto and property
claims processing.

| FOCUS-Friendly On-Line Claim
User System: $5,000 (dial up), $10,000
(dedicated line); software available in
system package which includes hard-
ware; operates on deslictop tenninal. First
installation: 1984; 174 total installations,
114 in risk management departments.
Functions include access to claim files
and adjusters notes.

I CIS-Customer Information System:
$20,000; software available in S5ystern
package which includes hardware; oper-
ates on IBM compatible 486, 12MB RAM
with OS/2 operating system. First instal-
lation: 1993; three total installations, all
in risk management departments. Func-
tions include customized claims data,
text search and online sorting capabili-
ties.

User support: Toll-free assistance
available 10 hours a day, on-site train-
ing, manuals, newsletters. User support
included in system price.

Staff: 91 total, 73 professionals.

New clients: 45 total; 40 in risk man-
agement departments.

Branch offices: Garland, Texas; New
York.

Officers: F.G. Minchk, president/CEO;
J.G. Weiss, vp-risk management; D.F.
Benevich, vp-management services; A.D.
Odom, vp-technical services; G.J. Krafci-
sin, vp-laboratory services; D.T. Sta-
hoviak, treasurer.

Contact: W.F. Kahl Jr., manager-risk
management.

NRM Computer Systems Inc.
4309 Hacienda Drive, Suite 483,

Pleasanton, Calif. 94588;
510-734-9400; fax: 510-734-8631

Risk management systems since: 1981.

Software products:

I NRM Workers' Compensation
Claim Processing System: Micro version:
$20,000 plus $1,500 per user; mini ver-
mon: $25,000 plus $1,500 per user; soft-
ware available without hardware; oper-
ates on micro, mini and mainframe sys-
tems. FiAt installation: 1980; 83 total in-
stallations. Functions include workers
comp claim processing; automated dis-
ability payments; automated standard
mporting; audit trail on costs and m-
serves; check processing and audits; au-
tornated benefit computation and letters;
memo, credit memo, subrogation; inte-
gration with group health, RMI, FAS
and liability/auto/property; mserves cal-
culation worksheet; ad hoc Ipporting;
unlimited cost centers; reminders and ta-
bles; federal 1099 and OSHA reporting;
automated file review; reconciliation au-
dit; personnel section; examiner/clerk
trail; reserves/cost limits and check con-
solidation.

I Imaging-Document Input & Re-
trieval: Micro version: $375 per usen
software available m system package
which includes hardware; operates on
micro, mini and mainframe computers;
Windows based. First installation: 1991;
four total installations. Functions in-
clude object linking and embedding,
multiple color highlighting, handwritten
and voice note capabilities, platform and
data base independent, conversion of
microfiche and film, low and high speed
scanners, "Post-It" typed notes, embed-
ded word processing and fax capabili-
ties.

User support: User groups/meetings,
telephone assistance available 12 hours a
day, on-site training. User support not
included in system price.

Staff: 12 total, four professionals.

New clients: Six total; four in
risk management departments.

Continued on page 44
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Our clients tell us we have a

rather unusual way of doing busi-

ness. We listen.

/7

The way we see it, it's the
only way to build an effective
risk management program.

More than a claim processing
service, ITT Specialty Risk
Services, Inc. shares in the
responsibility for the total quali-
ty of your program. We'rs com-
pletely-dedicated to tailoring our
services to your specific needs.

As an SRS client, you'll be as-
signed to an account coordinator _
who'11 meet with you to work on .

3 your priorities

"THE WILLINGNESS and set program
TO LIMEN.

THE CAPACITY
™ '
TO RES ,™ you'll have access

direction. In fact,

/ to an entire team

of specialists whom you can rely on
for quick, accurate answers to your
questions and concerns.

And we're not just talk. We'll
provide you with a written Service

Plan detailing our commitments to

BUSINESS - PERSONAL -

OT=>

—_ _ _ -

LIFE -

| e | I e —— 1 = B—

14}

you. And follow up with a

Stewardship Report, to assess how

THERE'S ONE
FEATURE THAT

SIf,Ap.A.s.Hh
SRS ROM
1 TIPAs.

40™
well we've fulfilled those commit-
ments, how much money you're

saving and what steps we need to

take in the future.

Nowhere is our teamwork more

apparent than in our approach to
workers compensation. We provide
you with an unbroken stream of
care that covers every aspect, from

loss prevention to early intervention
to return to work. The result? A

EMPLOYEE BENEFITS -

REINSURANCE -

A = o A P @I} sy —— - ——

supportive, positive environment
for your employees. Not to mention
lowered costs for you.

As part of the ITT Hartford
family, SRS offers financial

stability as / Door 1
"WIS TAILOR OUR

SERVICES
e - TOYOUR
red years o
eperiise in INDIVIDUAL
risk manage- NEEDS-

ment. Yet we E at-

well as near-

ly two hun-

always welcome input from the
experts. Namely, you.
If you'd like to know more,

Joanne

contact Larson,
Assistant Vice President, ITT
Specialty Risk Services, 55
Farmington Avenue, Hartford, CT

06105, or call her at 203-520-2575.

JOANNE O. LARSON, ARM

Assistant Vice President

] RRANRS RRRacas, e

(203)520-2576

SPECIALTY
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all NCCI states.

Officers: Frank E. Amatelli CEO/pres-

ident.

P

Paradigm Infosystems

22232 17th Ave. S.E., Suite 206,
Bothell, Wash. 98021; 206-4882956
or 800-637-5766; fax: 206-486-3173

Risk management systems since: 1991.

Parent: Risk Sciences Group.

CEO's and CFO's

Former Sr. Vice President, In-
surance, of Fortune 500 con-
glomerateassists CEO'sand
CFO's with restructuring of in-
surance programs to maximize
cash flow and reduce overall
costs. Twenty years of proven
success with cash flow programs
that emphasize bare minimal use
of insurance company services.
Your savings will exceed my cost
many times over, first year, or no
charge. For brief discussion of
your firm's situation:

Risk Alternatives, Inc.

(305) 340-0611

The one-stop,
full-service

self-insurance

"Super-market"
for workers'

compensation!

For the right employers, a
weil-tailored self-insured
workers' compensation pro-
gram can mean significant
savings and improved cash
Mow. US&C offers the sup-
port and service necessary
when it comes to analyzing
large workers' compensa-
tion accounts. We take a
complex subject and make
it simple. | f you pay more
than $200,000 in workers'
compensation premium.

give us a call.

- ParaRisk: $40,000; software avail-
able without hardware; operates on Ma-
cintosh and' IBM compatible PCs, sup-
ports UNIX, OS/2 or Windows, uses cli-
ent/server technology. First installation:
1991; 12 total installations, six in risk
management departments. Functions in-
clude multiline claims management, pol-
icy management, exposure and property
value tracking, certificate tracking and
issuance, loss analysis, payroll history
tracking, ad hoc reporting, check writ-
ing, adjuster activity tracking through
an integrated diary system, electronic
state reports and ability to be custom-
ized for automatic data uploads and
downloads with other data base systems.

User support: User gmups/meetings,
telephone assistance available 12 hours a
day, onsite training, documentation,
monthly newsletter, remote access to us-
ers' computers. User support not in-
cluded in system price (except newslet-
ter).

Staff: 11 total, seven professionals.

Officers: Richard Hoehne, president;
Kenneth Elston, director-technical oper-
ations.

Contact Richard Hoehne.

Premium Review Associates

35 Green Heron Lane, Nashua,
N.H. 03062; 603-888-9361;
fax: 603-891-0646

Risk management systems since: 1985.

Software products:

I EMS n: $1,000; software available
without hardware; operates on DOS
based PCs. First installation: 1985; 2,000
total installations, 500 in risk manage-
ment departments. Functions include
calculation of workers comp experience
modification using industry standard
formulas, allows verification and predic-
tion of experience modification, works in

We will provide:

= Cash Flow Analysts

- Excess insurance
Coverage

+ Claims Adjusting

= Loss Control Service

- State Qualification Filings

Call Doug Donaldson
Phone: (502) 244-1343

Agent & Broker

Inquiries Invited

Undelwriters Safety
&Clain Inc.

11405 Park Road

PO. Box 23790

Louisville, KY 40223

One-Stop/Self-insurance Market

User support: Telephone assistance
available nine hours a day. User support
included in system price.

Staff: Three total, all professionals.

New clients: 300 total; 150 in risk
management departments.

Officers: Norman Goodman, president.

Progressive Data
Solutions Inc.

1320 N. Semoran Blvd., Suite 205,
Orlando, Fla. 32807; 407-382-5920;
fax: 407-382-5925

Risk management systems since: 1987.

Software products:

| Workers Compensation Manage-
ment System: $50,000; software avail-
able with or without hardware; operates
on AS/400 or OS/400 systems. First in-
stallation: 1987; 19 total installations, all
in risk management departments. Func-
tions as a workers comp policy and
claims administration system for self-in-
surance funds, trust funds, single-em-
ployer group and third-party adminis-
trators; includes benefits administration
and new billing for retro plans.

| Workers Compensation Managed
Case: $25,000; software available with or
without hardware; operates on AS/400
or OS/400 systems. First installation:
1988; 21 total installations, all in risk
management departments. Functions as
an insurance application that adjudi-
cates workers comp medical bills ac-
cording to state fee schedules; includes
PPC) network management, pre-certifi-
cation management, utilization review
and accounts receivable.

| Property/Casualty Management
System: $25,000; software available
without hardware; operates on AS/400
or OS/400 systems. First installation:
1988; three total installations, all in risk
management departments. Functions as
a commercial property and casualty pol-
icy and claims administration system;
provides for ISO statistical reporting.

» Rehabilitation Case Management
System: $16,000; software available with
or without hardware; operates on AS/
400 or OS/400 systems. First installation:
1987; five total installations, all in risk
management departments. Designed for
rehabilitation management providers to
capture and manage time and materials
billing, accounts receivable and claimant
reporting.

User support: Telephone assistance
available 10 hours a day, onsite hining.
User support included in system price.

Staff: 17 total, 14 professionals.

New clients Eight total.

1992 revenues: $1.4 million total, all
from ask management information sys-
tems; 20% from sale of hardware, 30%
from sale of software, 50% from soft-
ware services.

Officers: Thomas L. Bittenbender,
president; Marcia Bittenbender, secre-
tary/treasumr.

Contact: Ann Dixon, marketing repre-
sentative.

Pyramid Services Inc.
90 Grove St., Suite 207, Ridgefeld,

Conn. 06877; 203-438-3883;
fax: 203-438-7128

Risk management systems since: 1987.

Parent: Aon Corp.

Software products:

I Pyramid Claims & Risk Manage-
ment System: $6,000-$100,000; software
available without hardwam; operates on
PCs, PC networks and client server in
Windows environment. First installation:
1987; 153 total installations, 106 in risk
management departments. B'unctions in-
clude multiple policies, user-customiz-
able screens and fields, automated diary,
online reserving and payment histories,
litigation management, certificate track-
ing, cost-of-risk allocation, actuarial sta-
tistical functions, integrated reporting
system and word processor.

| First Report: $15,000; software
available without hardware; operates on
PCs, PC networks and client servers in
Windows environment. First installation:
1990; 31 total installations, 22 in lisk
management departments. Functions in-
clude all state fomis, 512 user-defined
prompts with customizable ordering, on-
1jne edits, auto-printing and faxing,
Claims/Risk program interface.

- Medical Management: $3,000-
$50,000; software available without
hardware; operates on PCs, PC networks
and client servers in Windows envimn-
ment. First installation: 1993; one total
installation, in a risk management de-
partment. Functions include medical
logic, medical fee scheduling, PPO, clini-
cal edits, rebunaling, UCR repricing

User support User groups/meetings,

telephone assistance available nine hours
a day (90 days free) included in system
price; onsite training available for an ad-
ditional fee. Other services include data
convemions, consolidation, consulting,
training and account executive program.

Staff: 25 total, 21 professionals.

New clients: 38 total; 22 in risk man-
agement departments.

Branch offices: Ann Arbor, Mich.;
Concord, Calif.; Kansas City, Mo.; Pitts-
burgh; Morristown, N.J.

1992 revenues: $2.4 million total; $1.8
million from risk management informa,,
lion systems; 5% from sale of hardware,
45% from sale of softwam, 50% from
software services.

Officers: William Kuebler, president;
David Horton, Kenneth Luekens, Gary
Michaels, vps.

Contact Gary Michaels.

R

RDD Corp.

3825 Academy Parkway South N.E.,
Albuquerque, N.M. 87109;
505-345-6212; fax: 505-3444221

Risk management systems since: 1971.

Software products:

I MPOWER: Software available
without hardware; operates on IBM
compatible PCs. First installation: 1971;
eight total installations, none in risk
management departments. Functions in-
clude claims management for group/in-
dividual health, life, workens comp and
other claims, enroliment billing, utiliza-
tion management, claims adjudication,
capitation, reporting, provider manage-
ment, marketing, member servicing.

User support User groups/meetings
and telephone assistance available eight
hours a day included in system price; on-
site training and special training courses
available for additional fee.

Staff: 42 total, 35 professionals.

New clients: Two total.

Branch offices: Farmington, Conn.

1992 revenues: 10% from sale of hard-
ware, 20% from sale of software, 70%
from software services.

Officers: William Reilly, Larry Dike,
Robert Dosher, Armand Morin, Brad
Stametz, Borni Parakh.

Risk [)ata Corp.
2 Venture Plaza, Suite 400, Irvine,

Calif. 927184331;714-753-8010;
fax: 714-753-8020

Risk management systems since: 1987.

Software products:

I MIRA-Micro Insurance Reserve
Analysis: software available in system
package, which includes hadware; oper-
ates on multiple operating systems and
hardware. First installation: 1989,34 to-
tal installations, 30 in risk management
departments. Functions include auto-
mating the setting of loss reserves on a
per claim basis, production of ad hoc
management reports.

User support: User groups/meetings,
telephone assistance available 12 hours a
day, onsite training. User support in-
cluded in system price.

Staff: 55 total, 46 professionals.

New clients: 17 total.

Branch offices: Naperville, Ill.

1992 revenues: 100% from sale of soft-

Officers: Mark S. Hammond, CEO;
Kenneth Saunders, GO; Vmce Bianco,
vp-operations; Sean Downs, vp-sales;
John Huffman, vp-client relations.

Contact Sean Downs.

Risk Sciences Group Inc.
5620 Glenridge Drive N.E., Atlanta,
Ga. 30342; 404-256-0830;
fax: 404-8474028

Risk management systems since: 1981.

Parent Crawford & Co.

Software products:

» SIGMA Systems: $15,000; software
available without hardware; operates on
PCs. First installation: 1978; 270 total in-
stallations, 260 in risk management de-
partments. Functions include actuarial

Continued on nert page
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analysis and loss forecasting, accounting,
budget planning and allocation, loss pre-
vention and control, safety analysis, pro-
gram mon.toling, claims administration
and monitoring.

| SIGMA System (License System):
$125,000; software available without
hardware; operates on midrange com-
puters. Fimt installation: 1987; five total
installations, all in risk management de-
partments. Functions are the same as the
SIGMA System (described above).

I SIGMA Personal Service for SIS-
DAT Data: $325 per report plus $325
first-time set-up fee per report; software
available without hardware. First instal-
lation: 1983. Reports are prepared by
vendor staff to customer specifications
and include financial analysis, claims
analysis, loss prevention and control,
safety analysis, actuarial reports, safety
reporting and performance monitoring
mports

I SISDAT: Included with claims ad-
ministration service, software available
in system package, which includes hard-
ware. First installation: 1975; 1,926 total
installations, all in risk management de-
partments. Functions include production
of detail loss runs in various formats and
loss fund activity reports.

| Litigation Management Support:
$10,000; software available without
hardware; operates on PCs, mainframe
systems. First installation: 1985; 12 total
installations, all in risk management de-
partments. Functions include litigation
data base creation and analysis, legal di-
ary, attorney monitoring and financial
record keeping.

I Claims Self-Administration Sup-
port: $20,000; software available without
hardware; operates on PCs. First instal-
lation: 1985; 25 total installations, 24 in
risk management departments. Func-
tions include workers comp and liability
claims administration/processing, check
writing, diary reserve worksheets, medi-
cal cost containment, 1099 reporting,
ability to integrate with third-party data
services.

| Property Asset Management:
$7,500; software available without
hardware; operates on PCs. First instal-
lation: 1990; five total installations.

Functions include pnocessing and rec-
ording of property assets, including un-
denvriting loss exposures, insurance pol-
icies and losses, cross-references prop-
erty exposures and insurance policies,
property asset management.

| Early Assignment Reporting Ser-
vice: $5,000-$15,000; software available
without hardware; operates on PCs
First installation: 1989; 10 total installa-
tions, all in risk management depart-
ments. Functions include specific risk
control data collection via centralized
data collection hot line, first reports, as-
sists operators in forwarding documents
to local claims adjuster, provides elec-
tronic link to RMIS to update claim in-
formation.

I SISDAT+CAN and INSIGHTS:
New product. Functions include varying
levels of online access to claims data and
adjuster notes on workers compensation
and liability files; views basic claims in-
formation; notes can be entered on
workers compensation files; provides
24-hour, online, menu-driven access to
claim information; updates claims infor-
mation daily; ability to locate detailed
claims information, leave notes for the
adjusters while viewing a file and ac-
tively monitor claims.

User support: User groups/meet:ngs,
telephone assistance available 12 hours a
day, onsite training, client advisory
board, quarterly newsletters, e-mail be-
tween users and support staff. User sup-
port included in system price.

Staff: 240 total, 200 professionals.

New clients: 219 total, all in lisk man-
agement departments.

Branch offices Corte Madera and San
Mateo, CaM.; Dallas; Mahwah, N.J.;
McLean, Va.; Schaumburg, lIl.; Seattle;
Ontario and Toronto, Canada.

1992 revenues: $598 million total.

Officers: Richard F. Denning, presi-
dent; Andrew R. Daniels, vp-consulting;
R. Michael Keating, vp-Atlanta opera-
tions; John W. Huecksteadt, vp-informa-
tion services; Leo Jeffers, vp-California
operations; Wayne M. Radosky, vp-Chi-
cago operations; Jack S. Tatum, vp-New
York operations; Carol F. Eskola, assis-
tam vp-SISDAT services.

Contact Andmw R. Daniels.

Continued on nert page

Is your
claims system

about ready to
boil over?

If your present
keep up with your

it's time tofindout

claims system can't
work load, maybe
just how much more

productive you can be with COMP2000™. Our fully integrated
PC-LANbased system isdesigned forclaimspeople-not computer
people-and puts key workers' comp claims management functions
at your fingertips with user-defined tables, easy menu access, and
one-time data entry. Not only is COMP2000'rM fully compliant,
automatically producing state mandated forms, letters and reports,
itis designed tostay that way with the power, flexibility, and support
you need to keep up with changing requirements.

COMP,000"

Put a lid on claims management.

MARATHON
SYSTEMNMS

101 (:alifirnin Street 1 Hth Floor San Francisco, CA 94111 (415) 362-0500

© 1,+A.1 Man,th,n Svsrems

From the Gulf of Mexico to the Indian

Ocean, your marine insurance company
should offer consistent, reliable service.

At Continental Underwriters, we built our

strong service reputation by fully meeting
the insurance needs of our clients, by antici-
pating complex and unusual risks, and by
responding immediately to our clients' exact-
ing needs.

ontinental Underwriters provides insur-
ance coverage for any marine related risk,

large or small, conventional or complex,
foreign or domestic, for multi-national cor-

porations or small fishing fleets.

Today invest 15 minutes. Call the marine

insurance specialists at Continental Under-
*- 4 Underwriters, Ltd.

RELIABLE

ERVICE.

+ Continental 61':1
u , s .-..-66 Underwriters, Ltdt

- _;r- —4r- 2.=mm= Correspondent, Lloyd's of London
(504) 898-5300 Fax: (504) 898-5324

A BRIEF MESSAGE ABOUT INSURANCE
PLACEMENTS FOR

Security Guards,

Patrol Services,

» Detective Agencies,

Armored Car Service,

Alarm Monitoring and

Alarm Installation

For more than a decade CoverX Corporation has
continuously provided a stable insurance product
for the Security Industry. During that time many
companies and agencies professing to
"specialize" in this industry have come and gone.
In today's difficult insurance marketplace most
are simply gone. COVERX CORPORATION IS

STILL HERE, providing that industry with custom
tailored GENERAL LIABILITY AND
PROFESSIONAL LIABILITY.

| f you have current or potential clients in the security industry whose long range interests lie in
obtaining a quality insurance product in a stable market then you owe them a CoverX quotation.

For further information or applications call or write...

COVER -IX CORPORATION

P.O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010
Facsimile: (313) 358-2459



46 / Business Insurance, December 6, 1993

Spotlight repon
Continued *om previous page

Risk Technologies Inc.
2480 Highway 287 N., Mansfield,
Texas 76063; 817-473-0204;
fax: 817-473-7610

Risk management systems since: 1988.

Software products:

I RiskVision: $7,500-$30,000; soft-
ware available without hardware;
operates on PCs. First installation: 1988;
73 total installations, all in risk manage-
ment departments. Functions include
claims management, conversion of data
from multiple TPASs, electronic data ex-
change with TPAs' system, custom re-
porting, state required form generation,
laser check writing, can be adapted to
network systems, program is customized.

- RiskVision TPA: $15,000-$50,000;
software available without hardware;
operates on PCs. First installation: 1988;
14 total installations, five in risk man-
agement departments. Functions include
integrated invoicing, accounting, person-
nel and TPA office management; claims
handling system with complete diary
and calendar functions, generation of
state required forms and reports, laser
and impact check writing, integrated
medical.cost management, program is
customized.

I RiskVision MC: $7,500-$50,000;
software available without hardware;
operates on DOS PCs, Windows based
PCs, DOS based network, mini com-
puter system, mainframe system, etc.
First installation: 1992; three total instal-
lations, one in a lisk management de-
partment. Functions include integrated
workers comp and employee benefits
management which provides customized
managed care solution.

I RiskVision EAS: $3,500-$8,500;
software available without hardware;
operates on Windows based PC:s. First
installation: 1992; seven total installa-
tions, five in risk management depart-
ments. Functions include executive anal-
ysis system adaptable to any RiskVision
claims gathering product.

User support: Telephone assistance
available 11 hours a day and on-site
training included in system price; user
groups/meetings available for an addi-
tional fee. Other services include train-
ing on commonly used PC-based soft-
ware in relation to the risk management
process (spreadsheets, worrl processors,
etc.).

Staff: 12 total, nine professionals.

New clients: 26 total; 19 in risk man-
agement departments.

1992 revenues: 5% from sale of hard-
ware, 75% from sale of software, 20%
from software services.

Officers: Chuck Allen, president;
Mickey Mikesell, senior vp.

Rollins Hudig Hall-
Risk Management Services
Strandgade 4C, Copenhagen,

Denmark, 1401; 45-32-96-96-64;
fax: 45-32-96-96-34

Risk management systems since: 1992.

Parent Rollins Hudig Hall.

Software products

- CRIP-Combined Risk Information
Package: $20,000; software available
without hardwam; operates on DOS
based 386 PCs with 4MB RAM. First in-
stallation: 1991; four total installations,
none in risk management departments.
Functions include worldwide master
program administration of values con-
solidation, currency exchange rates, pri-
mary/difference in conditions premium
allocation, coverage reports and summa-
ries, premium adjustment, policy digests,
business interruption calculation.

I ALARM-Active Loss Analysis &
Risk Management. $10,000, software
available without hardware; operates on
DOS based 386 PCs with 4MB RAM.
First installation: 1989; 50 total installa-
tions. Functions include loss and claims
management.

User support: Telephone assistance
available eight hours a day included in
system price; on-site training is available
for an additional fee. Other services in-
clude context sensitive help system and
user manuals.

Staff: Two total, both professionals.

1992 revenues: $400,000 total.

Officers: Knud Petri, Niels de Bang,
Lone Hertz, Stuart Henney.

Contact: Stuart Henney.

~Directorytemsanemethodo
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Sedgwick James Inc.-
Information Systems
Division
1290 Ave. of the Americas, New York,

N.Y. 10104; 212-830-1178;
fax: 212-830-1380

Risk management systems since: 1979.
Parent: Sedgwick Group PLC.
Software products:

I INFORM: $20,000; software avail-
able without hardware; operates on PCs,
mainframes. 37 total installations, 22 in
risk management departments. Func-
tions include custom risk management,
information systems, claims, premium
allocations, actuarial loss forecasting,
exposure tracking, customized and ad
hoc reports, risk finance and risk con-
trol.

User support: Telephone assistance
available 10 hours a day, on-site train-

ing, RMIS system consulting, User sup-
port included in system price.

Staff: Nine total, eight professionals.

New clients: Six in risk management
departments.

Officers: R. Jane Hill, corporate senior
vp/director-risk services; Alan R. Josef-

sek, executive vp-information systems.
Contact: Alan Josefsek.

Select Software Inc.

1305 Second St. S., Nampa, ldaho
83651; 208463-8060;
fax: 208463-8015

Risk management systems since: 1993.

Software products:

I Multi-Risk Manager: $25,000; soft-
ware available without hardware;
operates on DOS based 486 PCs with
Windows 3.1 and a printer. First instal-
lation: 1993; one total installation, in a
risk management department. Functions
include incident tracking and reporting,
liability, property occunence and user
definable reports.

User support Telephone assistance
available eight hours a day included in
system price; user groups/meetings and

Mir

on-si:e training available for an addi-
tiona__ fee. Individual customization and
source coding is available.

Staff: Three total two professionals.

New clients: 18 total; one in a risk
management depanment.

1952 revenues: $250,000 total.

Officers: Joseph E. Weatherby, presi-
dent; Gayle 0. Weatherby, vp.

Contact: Joseph E. Weatherby.

Seligman Infonnation Systems

234 Garden St., Roslyn Heights, N.Y.
11577; 516484-5177

Risk management systems since: 1985.

Software products:

I CIRACK-Certificates of Insurance
Tracking: $695, sofrware available with-
out hardware; ooerates on PCs, PC net-
works. First installation: 1988; 125 total
installations, 120 in risk management
departments. Functions include tracking
of ce-tificates received by businesses; re-
newal certificate followup; management
reports for trackinE past, current and fu-
ture activity; provices AM. Best ratings.

I Advanced CIRACK: $1,195; soft-

ware available without hardware;
operates on PCs, PC networks. First in-
stallation: 1989; 50 total installations, all
in risk management departments. Func-
tions include basic CIRACK features
plus automatic checking of certificates
for clients' specifications; corrections re-
quested for unacceptable certificates;
customizable for OSHA forms, drug test-
ing forms, etc.

I ACCESS-The Claims Information
System: $7,000; software available with-
out hardware; operates on PCs, PC net-
works. First installation: 1986; 18 total
installations, six in nsk management de-
partments. Functions include complete
risk management information process-
ing, full financial and safety reporting
system and check/voucher writing sys-
tem.

- CERTS-Certificates of Insurance
Issuing: $1,900; softwam available with-
out hardware; operates on PCs, PC net-
works, First installation: 1987; 12 total
installations, eight in risk management
departments. Functions include issuance
of large volumes of certificates of insur-
ance forms 25, 25S and custom forms

Continued on nert page
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and letters, management reporting sys-
tem and full audit trail of all certificates.
User support Telephone assistance
available 12 hours a day, on-site train-
ing.
Officers Thomas Seligman, pr€sident.

Specific Software
Solutions Com.
P.O. Box 189221, Nashville, Tenn.

372194221; 615-793-7962;
fax: 615-373-3713

Risk management systems since: 1985.

Software products:

I ModMaster Plus: $595; software
available without hardware; operates on
IBM compatible PCs. First installation:
1993; 200 total installations, 100 in risk
management departments. Functions in-
clude computation of workers compen-
sation modification factor for 42 states.

| Loss Forecaster n: $595; software
available without hardware; operates on
IBM compatible PCs. New product.
Functions include forecasting of losses
for workers comp, auto liability and

general liability.

User support: Telephone assistance
available 12 hours a day. User support
included in system price.

Staff: Five total, two professionals.

New clients: 200 total; 100 in risk
management departments.

1992 revenues: 100% from sale of soft-

Officers: Timothy L. Coomer, presi-
dent; Sandy Coomer, secretary.

Cantact Timothy L. Coomer.

Surplus Risk Services Inc.
3465 Torrance Blvd., Suite N,

Torrance, Calif. 90503; 310-540-8803;
fax: 310-543-2391

Risk management systems since: 1986,

Software products:

| FORERISK Claim Tracking: $4,495
(single user), $9,978 (multi-user); soft-
ware available without hardware;
operates on IBM ccmpatible PCs, net
bios compatible networks. First installa-
tion: 1991; 16 total installations, all in
risk management departments. Func-
tions include fully featured claims track-
ing system, reseive tracking, audit tieils

and security, standard loss runs includ-
ing claim size distribution reports and
statistical analyses.

| FORERISK Forecasting: $4,200;
software available without hardware;
operates on IBM compatible PCs. First
installation: 1988; 34 total installations,
all in risk management departments.
Functions include actuarial forecasting
system, time series analysis, computes
IBNRs in multiple ways,
graphing and reporting capabilities,
spreadsheet compatibility and ability to
import data from Lotus.

| FORERISK Certificate of Insurance
Tracking $895 (single user), $1,695
(multi-user); software available without
hardware; operates on IBM compatible
PCs, net bios compatible networks. First
installation: 1989; 82 total installations,
76 in risk management departments.
Functions include fully featured certifi-
cate of insurance tracking, tracks renew-
als and non-received certificates on con-

Nnumerous

tracts or loans, automatically issues re-
minder letters and numerous manage-
ment reports, ad hoc inquiry, ability to

scroll through historical files and new
user interface.

| FORERISK Cost Allocation: $1,495
software available without hardware;
operates on IBM compatible PCs. First
installation: 1992; 52 total installations,
46 in risk management departments.
Functions include allocation of insur-
ance costs between departments and
subsidiaries, unlimited corporate tree

structures supported and new user inter-
face.

User support Telephone assistance
available nine hours a day included in
system price; on-site training for an ad-
ditional fee. Other services include op-
tional software support and mainte-
nance agreement after initial 90-day
warranty.

Staff: 22 total, 16 professionals.

New clients: 62 total, all in risk man-
agement departments.

Branch offices Walnut Creek, Calif.

1992 revenues: $1 million total, all
from risk management information sys-
tems; 86% fmm sale of software, 14%
from software services.

Officers: Frederick J. Fisher, president
Aubrey Payne, vp/marketing director.
Contact Frederick J. Fisher.

Many years ago, our engineers

provided meticulously detailed

isometric drawings of our insureds'

property. Protecting an organization

requires commitment and a "hands-

on" approach to loss prevention

engineering. Protection Mutual's

focus on service provides insureds

with a value not found in an ordi-

nary insurance contract.

Although facility plans are now

generated by computers, Protection

Mutual continues to provide a per-

sonal approach to loss prevention

engineering. Our loss prevention

engineers inspect facilities, offer

practical advice and help many of

the world's leading organizations

protect their assets.

It comes down to one word.

Protection.

With physical and financial

protection, we will secure the

future of your business.

Part of the Factory Mutual System

300 South Northwest Highway
Park Ridge, lllinois 60068 708.825.4474

T

3R Co.

P.O. Box 518, Kings Park, N.Y.
11754-0518; 516-2656594

Risk management systems since: 1985.

Software products:

I QuoteTester. $75; software avail-
able without hardware; operates on IBM
PCs. Functions include comparison of
auto, general liability, workers comp or
group benefits proposals.

i Triangle Analysis: $750; software
available without hardware; operates on
IBM PCs. First installation: 1985; 11 to-
tal installations, two in risk management
departments. Functions include workers
comp loss development and loss reserve
analysis, loss forecasting, graphics capa-
bilities.

User support Telephone assistance
available one hour a day. User support
included in system price.

Staff: One total, a professional.

OEficers: Joseph A. Rinaldi, owner.

The Travelers

One Tower Square, 9 CR, Hartford,
Conn. 061834063; 203-277-2770;
fax: 203-277-2876

Risk management systems since 1983.
Parent The Travelers Cos.

Software products

out hardware; operates on mainframe
timeshare, client needs PC (DOS or
OS/2) and modem. First installation:
1983; 260 total installations, 114 in risk
management departments. Functions in-
clude property/casualty claims reporting
and analysis, OSHA/managed care re-
porting, litigation management, access to
adjusters' notes.

I SAILOR ON-LINE: Software avail-
able without hardware; operates on
mainframe timeshare, client needs PC
(DOS or OS/2) and modem. First instal-
lation: 1988; 885 total installations, 742
in risk management departments. Func-
tions include property/casualty report-
ing, access to adjusters' notes.

I PC CARMA: Software available
without hardware; operates on PCs.
First installation: 1986; 83 total installa-
tions, 17 in risk management depart-
ments. Functions include property/casu-
alty loss reporting and analysis.

User support: User groups/meetings,
telephone assistance available 10 hours a
day, on-site training, assigned account
information representative for assis-
tance/consulting on risk management
applications. User support included in
system price.

Staff: 107 total, 82 professionals.

New clients: 123 total.

Branch offices: Ins Angeles; Naper-
ville, IlI.

Officers: Jack Gardner, vp; Matt Car-

den, dimctor.

N/

Venture Group Inc.
3840 Myers St., Riverside,
Calif. 92503; 909-352-9334;
fax: 909-352-9393

Risk management systems since: 1989.

Software products

| Workers Compensation Claims
Management: $1,500-$30,000; software
available without hardware; operates on
IBM compatible PCs. Finst installation:
1989; 50 total installations, 20 in risk
management departments. Functions in-
clude first report of injury, OSHA re-
porting, claims management, payment
processing, property interlinking, litiga-
tion/investigation tracking, produces
1099's, diary feature, reserving/trust
fund accounting, state/monthly reports,
pre-formatted and ad hoc reports.

| General Liability Claims Manage-
ment: $5,000-$20,000; software available
without hardware; operates on IBM
compatible PCs Functions include gen-
eral liability claims management and
processing.

« Medical Managed CauUtilization
Review $20,000-$60,000; software avail-
able without hardware; operates on IBM
compatible PCs. Functions include
downloading, review and processing of

Continued on nezt page
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medical bills for workers comp and
group health.

| Professional Medical Malpractice
Management $20,000-$50,000; software
available without hardware; operates on
IBM-compatible PCs. Functions include
comprehensive automation of incident,
claims and litigation management.

User support: User groups/meetings,
telephone assistance available 24 hours a
day, on-site training. User support in-
cluded in system price.

Staff: 14 total, seven professionals.

New clients: 10 total; five in risk man-
agement departments.

1992 revenues: $1.2 million total;
$900,000 from risk management infor-
mation systems; 10% fr»m sale of hard-
ware, 80% from sale of software, 5%
from software services, 5% fmrn sup-
plies.

Officers Niles F. Haton.

Contact: Niles F. Haton, Larry Gallant

or Don Stone.

\VAY4

WLT Software of Florida Inc.

831 N. Hercules Ave., Clearwater,
Fla. 34625; 813442-9296;
fax: 813-4434936

Risk management systems since: 1985.

Software products:

m COMPCLAIMS Workers Compen-
sation Claims Administration System:
$20,000; software available without
hardware; operates IBM-compatible
PCs, stand alone or networked. First in-
stallation: 1985. Functions include track-
ing and payment of workens compensa-
tion claims, includes diary review, in-
stant access to claims status, duplicate
payment checks, accommodates multiple
state fee schedules, automatically com-

putes PPO discounts, state and federal
reporting including OSHA and 1099s,
fee bill review, hospital and PPO dis-
count tracking, letter writing, reporting
and billing functions, Enancial account-
ing, on-line calculator, specific and ag-
gregate tracking, operator security, elec-
tronic mail, remote processing, group/
payment administration, management
reporting and analysis and check writ-
ing.

 CLAIMSCHEK Claims Editing
System: $15,000; software available
without hardware; operates on IBM-
compatible PCs (stand alone or net-
worked). First instnlintion: 1993. Func-
tions include complete pmv.der bill edit-
ing and bming edits for appmpriate di-
agnoses, procedure, place of service, age,
sex, frequency and modifiers; checks pri-
mary and assistant surgeon fees: unbun-
dled procedures; duplicate procedures;
duplicate billings; cosmetic, incidental
and elective procedures; cheks fol-

Nezo »mTravis Softzomr!

Easily Administer COBRA- and the
Family and Medical Leave Act of 1993.

AA Corporate Cobra Manager, now with over 3,000 users nationwide, has been
=r enhanced with new correspondence and premium billing /collection r

-JZ/INn 1

reporting capabilities designed to help employers and administrators meet the

H-1 requirements of COBRA and the new Family and Medical Leave Act of 1993
(FMLA). And the single-employer version is still just $1295!

6-:55224> For the best in Cobra administration soware, and FMLA he* as weU, think of Trevis.
For mire infonnation about Cotporate Cobra Manager. 79avi;7ex (our cajZtelia Man

Mo A S =

management system) or the Retiree Premium Bithng System

Cnn 1-800-521-5409

Travis Software Corp. 1155 Dairy Ashford, Suite 315, Houston, Texas 77079

low-up days and nonspecific diagnoses.

User support User groups/meetings,
telephone assistance available 9.5 hours
a day, on-site training, modem assis-
tance, enhancements, newsletter. User
support not included in system price.

Branch offices: Arlington, Texas; Syra-
cuse, N.Y.; Zephyr Cove, Nev.

Officers: William L. Tiner Jr., presi-
dent; Ann M. Tiner, vp; Tom Brooks,
sales manager.

X

Xordium Inc.

12465 Lewis St., Suite 104, Garden

Grove, Calif. 92640; 714-748-9291;
fax: 714-748-9294

Risk management syste-1. since 1990

Software products:

I Risk Controller- $2,995; software
available without hardware; operates on
IBM 386 PCs with 4MB RAM and IOMB
hard drive. First installation: 1992; six
total installations, one in a risk manage-
ment department. Functions include
management of company assets as r-e-
lated to occupational health and safety
and workers comp including manage-
ment of insurance portfolio, certificate of
insurance tracking, loss management,
case management, injury reporting, gen-
eration of incident rate for injury and
auto liability losses, OSHA 200 log,
tracks all training programs and medical
surveillance, equipment safety check-
lists, tracking of chemicals, generates
chemical manifest and right-to-Imow in-
formation, environmental monitoring for
equipment and chemicals and note pad
for loss files.

User support: User groups/meetings,
telephone assistance available eight
hours a day, on-site training User sup-
port included in system price.

Staff: One total, a professional.

New clients: Two total Oicensed sys-
tems).

1992 revenues: $650,000 total; $18,000
from risk management information sys-
tems; 85% from sale of software, 15%

e > < > x 6§

from software services.

Officers: Karen J. Gillett, president;
Fred C Gillett, executive vp; Jeffrey R.
Nonseen, vp.

Contact: Jeffrey Nonseen

ADDENDUM

The following information was
received too late to be included in the

alphabetical listing.

Arena Systems Inc.
1247 Milwaukee Ave., Suite 302,
Glenview, lll. 60025-2499;
708-824-6000; fax: 708-824-6329

Risk management systems since: 1986.

Software products:

= Accountable Care for Medical Man-
agement: $40,500; software available
without hardware; operates on PC-com-
patible Novell networks. First installa-
tion: 1987; 19 total installations, two in
risk management departments. Func-
tions as a complete managed medical
care system including clinical and finan-
cial functions, population-based cost
and utilization analysis.

= Accountable Care for Behavioral
Health: $49,500; software available with-
out hasdware; operates on PC-compati-
ble Novell networks. First installation:
1990; nine total installations, three in
risk management departments. Func-
lions as a complete managed behavioral
care system, including clinical and hi-
nancial functions, population-based cost,
utilization and outcomes analysis.

User support: Telephone assistance
available 24 hours a day, on-site train-
ing, mmote support via modem. User
support not included in system price.

Staff: Six total, four professionals.

New clients: Six total; three in lisk
management departments.

1992 revenues: $350,000 total;
$275,000 from risk management infor-
mation systems; 75% from sale of soft-
wam, 25% from software services.

Officers: Karl Kaiser, president.

Contact Sophia Hana. mm

ForMany Insurers, Defining Theylloical”
Oter American Is A Red Cha_efige.

Anybody who thmks the oldernge malket consists solely
of grey-haired people in rocking chairs needs to take
another look Plenty of today's 70-year-olds prefer scuba
diving to checkers. And they don't even own a pair of

orthopedic shoes.

New wrinkles for insurance.

Many insurers are developing new products to tap the
potential of this new market. From long-tenn care policies
to accelerated benefits riders Others are Ming to gure
out how to approach tradidonal products for the older ages.

Some of these companies however, are getting emert
helD. They're the reinsurance clients of Lincoln National.

Thev Imow we can help with the thomy issues. Namely,
how will your underwriters assess the fundional and
cognive capabililes ofa 71-year-old? How do vou tmow
what «standard" morbidily and mortalif should be?

You can't play by the old rules anymore.

Lincoln National offers vou new resouttes in developing a
sound program for the older-age maiket Our long-tenn
care underwriung manual, for example. Special older-age
life underwring guidelines. Not to menlion consultative
help from experienced pricing spedalists, underwriters and

medical directors.

In tough times like these, you should expect more fium
your reinsurer. Including SupDOrt in emerging maikeis. To

nd out more, caH Joanne Colins, Director of Mattein, at
1-800-441-3989 or your Lincoln Naional account execubve.

®r,LINCOLN NATIONAL
B iREINSURANCE COE

A per!01 LINCOLN NATIONALCORPORATION

The Reinsurance Resource.

One Reinsurance Place

1700 Magnavox Way « Fort Wayne, Indiana 46804



lllinois court to h™'ar premium tax appeal

By SARA MARLEY

SPRINGFIELD, Ill.-The llli-
nois Supreme Court will decide
whether the state's premium tax,
from which only lllinois-domi-
ciled insurers can be exempted, is
constitutional.

Sangamon County Associate
Judge Stuart H. Shiffman ruled in
March that the tax violates the
equal protection clause of the U.S.
Constitution because insurers do-
miciled in lllinois that meet cer-
tain requiremebts are exempt
from the 2% tax. Non-lllinois-do-
miciled insurers must pay the tax.

Many states changed their pre-
mium tax structures after 1985,
when the U.S. Supreme Court de-
clared Alabama’'s tax unconstitu-
tional because it was applied dif-
ferently to in-state and out-of-
state insurers.

However, lllinois never changed
its law.

The lllinois case stems from a
suit filed in 1988 by former Mis-
souri Director of Insurance Lewis
Melahn, acting as receiver for
Transit Casualty Co., who sought
$973,000 in back taxes paid by
Transit.

Motions to reconsider Judge
Shiffman’'s ruling were denied in
September, and the state appealed
directly to the lllinois Supreme
Court, which accepted the appeal
late last month.

Since the trial court ruling in
September, more than 50 non-lili-
nois-domiciled insurers have filed
suit against the state. Some of the
suits seek refunds of previous
years' taxes, which could cost the
state as much as $73 million, ac-
cording to the state's appeal.

So far, insurers that have filed
suit have paid $3 million in quar-
terly estimated tax payments un-
der protest in the past several -
months and have succeeding in
preventing the state from using
those funds until the litigation is
resolved.

But some insurers' attorneys be-
lieve the state is overestimating

the potential impact of the law-
Suits.

"It is not at all clear that all in-
surers will want to (seek re-
funds)," said Richard Bromley, an
attorney with Hopkins & Sutter in
Chicago, which is representing 31
insurers seeking tax refunds.

The payments have been frozen
in a "protest account" and the in-
surers' lawsuits have been stayed
until the Supreme Court ruling,
said Mary Kay McCalla, an attor-
ney with Hopkins & Sutter in Chi-
cago. The insurers that firm is
representing are seeking only re-
funds of tax payments held in the
protest fund, not payments from
previous years.

Illinois has collected between
$90 million and $2QO million an-
nually in premium taxes over the
past decade, said Robert N.
Enoex, chief legal counsel for the
lllinois Department of Insurance.

Insurers based in lllinois can
earn an exemption from the tax
by maintaining their principal
place of business in the state,
maintaining substantially all un-
derwriting, policy issuance and
servicing operations in the state,
and maintaining books and rec-
ords in lllinois, among other re-
quirements.

Without a formal premium tax,
Illinois could still collect "retalia-
tory taxes" from out-of-state in-
surers equal to the amount of pre-
mium or privilege taxes that llli=
nois-based insurers pay in other
states, Mr. Enoex noted.

The current system of state in-

surance regulation endorses dif-
ferent treatment of in-state, out-
of-state and non-U.S. insurers,
said Mr. Enoex, explaining that
the ability to tax insurers differ-
ently is closely tied with the abil-
ity to regulate.

"The state has far more control
when (an insurer's) authority and
existence has been declared by the
state,"” Mr. Enoex said. "What the
state has given, the state can take
away. It ultimately boils down to
the degree of authority, and we

have far greater authority over a
domestic company.”

Regulating out-of-state insurers
costs the state more than regulat-
ing an insurance company domi-
ciled in lllinois. "l don't think any
two domestic companies have cost
as much" for lllinois regulators
"in regulatory costs as Baldwin-
United Corp. and Executive Life
Insurance Co.," said Mr. Enoex,
referring to two well-publicized
life insurance insolvencies.

"The tax differential encour-

ages companies that are doing
business here to locate here," Mr.
Enoex said.

If the premium tax differentials
are found unconstitutional, Mr.
Enoex fears it would fundamen-
tally change the nature of state in-
surance regulation.

"Once this can of worms is
opened, | don't know where it will
stop,” Mr. Enoex said. "It will au-
tomatically reduce regulatory ef-

fectiveness."

The Florida Supreme Court last

year upheld that state's premium
tax structure. However, that deci-
sion only prevented insurers from
seeking refunds from the state,
because the Florida Legislature
changed the premium tax law in
1988 to apply to all insurers

equally, with credits available to
all insurers based on their Florida

payrolls.

Lewis Melahn, etc. vs. State of It-

linois, et al., lllinois Supreme
Court, No. 76268.

BestChoice is anew healthprogram designed forsmall businesses that's truly versalile.With BestChoice, you can choose
eitheramanaged care ortraditionalprogram. Sonow, small businesses can cash in on some ofthe same cost-effective benefits
big corporations enjoy. With BestChoice,youhave the choice ofthree deductible optionsaswell.Andsinceyoutre dealingwith
Blue Cross andBlue Shield of'I*xas,youllhave access to awide range ofhealth careprofessionals and facilities. Call your'inde-

pendent agent or 1-800-531-4457 today and ask about Best(]hoice. The
new insui'ance plan for small companies with big insurah66 needs.
®Registered Marks ofthe Nue Cross and Nue Shield Association. ©1993 Blue Cross and Blue Shietd ofTexas, Inc
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KEEPING TEXANS INAHEAmMfY STAYE

BlueCross BlueShield
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NAIC meeting
Ca n Continued from page 1
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ment of Administration, which
could not justify the cost of send-
ing him and one or two staffers to
Hawaii.

"l happen to agree with their de-
cision,” added Mr. Mortell, who
like other regulators not making
the trip said he did regret missing
NAIC business sessions.

"It's a long and expensive trip,"
said a spokeswoman for Tom Gal-
lagher, the Florida commissioner,
who personally decided not to go.
Two Florida staffers are being sent,
down from the usual eight to 10.

New York Insurance Superinten-
dent Salvatore Curiale won't be
joining his fellow regulators in Ha-
waii, primarily because he has to
be in Rochester to chair a town
meeting on health care, said a
spokesman.

"There is a perception problem
about sending people to Hawaii
when it is snowy outside," said the
spokesman. "It's a perception issue,
not an expense issue," he empha-

sized, pointing out that air fare
from New York to other continen-

tal U.S. destinations can cost
nearly as much as a flight to Hono-

lulu.

New York will send only 17

Going to the Hawaii
meeting 'doesn't feel
like the appropriate
thing to do,’' says
Glenn Pomeroy.

staffers to the meeting, down from
the usual 23.

Hawaii's fun-and-sun image is
one reason why John Garamendi,
the California commissioner, will
stay home. State officials need spe-
cial permission to travel to Hawaii
or Alaska because they are consid-
ered "out of country,"” a spokesman
added.

The California Insurance Depart-
ment is cutting its NAIC contin-
gent down to three from the nor-
mal eight to 12.

Commissioners who do not at-
tend an NAIC meeting can still
have a say in matters if they offi-
cially designate a staff member to
vote for them.

NAIC meeting sites are selected
by a subgroup of regulators and
are ultimately approved by all
NAIC members when they accept
the subgroup's report.

NAIC staffers try to arrange
meeting sites four years in ad-
vance, partly because the quarterly
meetings typically require more
than 1,000 hotel rooms as well as
extensive meeting and office space,
an NAIC staff member said.

Regulators' room rates are typi-
cally less than those paid by non-
regulators. At the Honolulu meet-
ing, the daily room rate for regula-
tors is $95, while non-regulators
will be charged $185 to $230. The
NAIC also provides subsidies to
some attendees, including con-
sumer representatives.

Those who supported Hawaii as
the 1993 winter meeting site sev-
eral years ago pointed out that
meeting was expected to coincide
with the election of Hawaii's insur-
ance commissioner as NAIC presi-
dent. However, the commissioner
at that time, Robin Campaniano,
subsequently resigned as the state's
insurance regulator.

Regardless, supporters empha-
size that Hawaii-as one of the 50
states-deserves an opportunity to
host an NAIC quarterly meeting.

Meanwhile, the NAIC is sched-
uled to announce today the accred-
itation of six new states: Delaware,
Georgia, Oklahoma, Washington,
West Virginia and Wyoming. igi



Supreme Court

Continued from page 2

when it excluded the hospital
from an Aetna PPO formed to

serve the Richmond area.

Among other things, the Vir-
ginia statute says that an insurer
cannot "discriminate unreason-
ably against” providers that are
willing to meet the insurer's terms
and conditions.

The hospital claimed it was ex-
cluded from the Aetna PPO not
because it couldn't meet the insur-
er's standards, but because it was
not a member of Aetna's existing
health maintenance organization
in Richmond.

Aetna's attorneys had argued
that the state law was pre-empted
by the Employee Retirement In-
come Security Act of 1974. The
insurer also argued that the law
was not designed to regulate "the
business of insurance.”

However, a ruling by the 4th
U.S. Circuit of Appeals, which the
Supreme Court allowed to stand,
found that establishing a PPO
constitutes the business of insur-
ance and therefore is not pre-
empted by ERISA.

Critics of the decision say it un-
fairly penalizes insurance compa
nies that want to establish net-
works in Virginia, because it ap-
pears that non-insurance entities
could selectively set up PPOs
without violating the law.

In other action involving busi-
ness-related litigation, the Su-
preme Court:

- Dismissed a case that would
have decided the validity of a set-
tlement practice known as "vaca-
tur,” which permits the winner of
a lawsuit to ask the judge or an
appeals court to issue an order
"vacating" the decision in ex-
change for an extra payment or
other compensation from the los-
ing party.

The case, Izumi Seitmitsu Ko-
gyo Kaisha us. U.S. Philips Corp.
et al., stemmed from a patent in-
fringement suit involving electric
razors. The justices had already
heard arguments on the case.

Izumi objected to the vacatur of
the lower court judgment because
it hoped to use that decision to
bolster its own defense in another
lawsuit.

VWhen the court denied Izumi
permission to intervene in the case
and present its argument, the
company appealed to the Su-
preme Court.

The issue of vacating rulings is
an important one for corporate
policyholders, because many sig-
nificant rulings in coverage dis-
putes have been erased from the
nation's law books as a result of
these settlements (BI, June 15,
1992).

- Voted to decide whether the
Federal Deposit Insurance Corp.
can sue the lawyers and accoun-
tants of a failed savings and loan
for professional malpractice even
though the institution itself, had
it still existed, would have been
barred from bringing an identical

lawsuit.

The case involves the failed
American Diversified Savings
Bank of Costa Mesa, Calif., and
the Los Angeles law firm of
O'Melveny & Myers, which pre-

pared two real estate syndications
for the institution.

The U.S. District Court in Los
Angeles dismissed the govern-

ment's lawsuit against the law
firm, but the 9th U.S. Circuit

Court of Appeals reinstated it last
yvear.

Also last week, the U.S. Su-
preme Court was asked by a group
of Vietnam War veterans to re-
open litigation, lvy vs. Diamond
Shamrock, against the manufac-

turers of the defoliant Agent Or-
ange.

The veterans argue that it is un-
fair to hold them to the terms of a
1984 settlementreached with
makers and distributors of the
chemical defoliant since they were
not ill at the time.

So far, courts have thwarted
suits brought by veterans who be-
came ill after Monsanto Co., Dow
Chemical Co. and other chemical
manufacturers agreed to pay vet-
erans $180 miillion in a class ac-

tion settlement of damages for ill-
nesses believed to be connected to

the chemical defoliant used in
Vietnam (BIl, May 14, 1984),
Monsanto and Dow Chemical
together paid 65% of the settle-
ment, while lesser percentages
were paid by Diamond Shamrock
Inc., Hercules Inc., T.H. Agricul-
ture & Nutrition Co., Uniroyal
Inc. and now defunct Thompson
Chemical Corp, [al

Who's responsible? You are, if you own or manage
commercial property, or have a fiduciary or financial
responsibility for property on which pollution is found.
Even if you were not responsible for the pollution
in the first place. Cleanups can be time-consuming
and costly-often running more than $1 million.The
litigation expenses can be devastating as well.
What's your best protection? Environmental
Remediation Insurance underwritten by General
Environmental Management Corporation (GEM)
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Voluntary Accident or
r -— Basic Accident plans.”
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(212) 530-7273

HOME INSURANCE
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on behalf of the CNA Insurance Companies. As an
innovator in environmental insurance, GEM has the
experience and expertise to help protect you from the
burden of pollution cleanup and litigation costs. And
CNA has a 30-year history of providing specialty lines
coverages. This longstanding experience brings you
knowledge and stability that you can rely on.

To find out how you can effectively protect your
investments, contact your insurance broker, or call
GEM directly at 1-800-231-GEMC.
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Retiree health care

Continued from page 1

proposes that the federal govern-
ment eventually pay 80% of early
retirees' health care costs (BI,
Sept. 27), Ms. Wilson said employ-
ers still will need to fill gaps in the
federal coverage on their own.

For example, companies often
find early retiree health benefits
an effective tool to use in cutting
jobs. Companies that cut way
back on health care benefits for
early retirees have difficulty find-
ing people willing to leave their
jobs early, she said.

The latest survey, like previous
ones, showed employees with a
pre-65 retiree health care package
are willing on average to retire at
age 62-two years earlier than
those without such a package.

Fewer than 60% of those sur-

veyed could separate health care
costs for retirees from those for

active employees. Among those
that could, medical plan costs rose
11% to $2,760 per retiree from av-
erages of $2,486 in 1991.

And, for those employers that
could separate benefit costs of
early retirees from those of older,
Medicare-eligible retirees, the av-
erage costs were $4,244 for early
retirees and $1,663 for those age
65 and older.

"Relatively slow growth in the
cost of benefits for Medicare-eli-
gible retirees (about 8% for the
past two years) helped hold retiree
benefit cost increase in 1992 be-
low the average 14.2% increase in
overall medical plan costs" for ac-
tive employees and retirees, the
survey pointed out.

Fewer employers reported offer-
ing health coverage without
charge to early retirees in 1992:
32%, compared with 37% a year
earlier. Forty-five percent of em-
ployers, up from 40% in 1991, re-

quired early retirees to pay a por-
tion of the cost of coverage, while
23% required them to pay the full
cost, a figure unchanged from a
year earlier.

Similarly, only 43% of employ-
ers, down from 48%, offered free
coverage for retirees age 65 or
older. Another 38%, up from 32%,
required retirees to pay a portion
of costs, and 19%, down from
20%, required retirees to foot the
entire bill.

Employers were more likely to
require retirees in both age cate-
gories to pay for all or part of de-
pendent coverage. For retirees un-
der age 65, 52% of employers re-
quired retirees to pay some of the
cost, 25% required them to pay
the full bill and 22% provided free
coverage. For Medicare-eligible
retirees, 44% required them to
share in the cost, 21% require
them to pay the entire cost and
35% provide free coverage.

Larger employers are more
likely to offer retiree medical ben-
efits. Among those with 40,000 or
more employees, 94% offered cov-
erage to under-65 retirees and
89% offered it to those age 65 and
older.

Similarly, among employers
with 20,000 to 40,000 employees,
89% offered coverage to the
younger retirees and 86% offered
it to those eligible for Medicare.

Most employers with at least
1,000 employees offered benefits
to retirees regardless of Medicare
eligibility. Among those with 500
to 999 employees, though, only
44% offered benefits to under-65
retirees and 38% to retirees 65
and older. And, among employers
with fewer than 500 employees,
the figures fell to 29% and 22%,
respectively.

Utilities were far more likely
than any other type of company to
offer retiree health benefits. Nine-
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ty-seven percent of the utilities
surveyed offered benefits to retir-
ees under 65 and 93% offered
benefits to older retirees.

At the other end of the spectrum
were health services and techni-
cal/professional services. Only
25% of health care employers of-
fered benefits to pre-65 retirees
and only 21% offered coverage to
Medicare-eligible retirees. Tech-
nical and professional firms
scored only slightly higher: 32%
and 29%, respectively.

The percentage of employers of-
fering retiree coverage generally
increases from West to East, Fos-
ter Higgins concluded. In the Pa-
cific states, only 40% of employ-
ers provided benefits to retirees
under age 65 and only 33% cov-
ered older retirees. By contrast, in
the Mid-Atlantic region, 58% pro-
vided coverage to retirees under
65 and 54% covered older retirees.

Costs may account for at least
part of that discrepancy. In both
the Pacific and Rocky Mountain
regions, the average cost per re-
tiree was $2,944. In the Mid-At-
lantic, the cost was $2,738. Yet in
New England, where the cost per
retiree was lowest, employers re-
ported offering coverage to only
50% of under-65 retirees and 46%
of those eligible for Medicare.

Some 47% of surveyed employ-
ers reported having modified their
retiree health benefits in the pre-
vious two years. Another 22%
said changes were planned this
yvear.

Larger employers were more
likely to make changes than
smaller ones: 51% of those with
1,000 or more employees said they
had made changes, compared with
only 37% of smaller employers.

Some 30% of all surveyed em-
ployers said they had raised re-
tiree premium contributions, and
21 % shifted costs by raising de-
ductibles, coinsurance or out-of-
pocket maximums. Eleven percent
reported having tightened eligi-
bility standards.

"Some changes were aimed at
making retiree benefit cost more
predictable, probably with (Fi-
nancial Accounting Standard) 106
in mind: 9% of employers in-
-stalled (or decreased) the lifetime
maximum benefit, and 5%
changed from a defined benefit to
a defined contribution or fixed-
dollar approach,” Foster Higgins
said.

"More than ever before,” the
firm concluded, "employers are
looking at their retiree plans sepa-
rately from their active employee
plans and are developing specific
retiree benefit cost management
strategies.”

Of the surveyed employers that
had already changed their bene-
fits or planned to do so this year,
only 15% altered retiree plans be-
cause benefits for active employ-
ees had been altered. By contrast,
48% said they modified their
plans to reduce their FAS 106 lia-
bility and 27% said they did so to
control health care costs.

FAS 106 requires compandes to
accrue retiree health care benefits
from the time an employee is
hired until the time that employee
is eligible for benefits. The rule
became effective for large em-
ployers for plan years beginning
after Dec. 15, 1992 (BI, Aug. 17,
1992). Under FAS 106, employers
have to fully recognize their accu-
mulated liabilities this year or
amortize them over up to 20 years.

But, by the time of the 1992 sur-
vey, only half of the employers
with retiree medical benefits had

determined their FAS 106 liabil-
ity; that compares with 37% a

year earlier. Only 58% of those
that had not determined their

Continued on net page



Continued from previous page
FAS 106 liability said they would
comply by the deadline.

The average FAS 106 liability
was $15,833 per active employee
in 1992, up 2.3% from the 1991
average.

Prescription drug programs
were a big area of interest for
cost-conscious employers in 1992,
Foster Higgins found. Retirees
tend to use more prescription
drugs than active employees, and
in some cases drug costs account
for half of the annual medical
plan cost per retiree, the survey
said.

Family leave law

Continued from page 2
the family leave law.

Experts do not expect the recent
opinion letter to greatly hinder
light-duty programs because most
companies offer only unpaid
leaves of absence. Few workers
would likely choose to take an un-
paid leave in lieu of paid light
duty.

But the family leave law does al-
low workers to substitute paid sick
or vacation leave for unpaid leave,
so the result of this opinion letter
could be that a temporarily dis-
abled worker could stay home
with full pay instead of returning
to light-duty work, explained
Karen H. Henry, the Sacramento,
Calif., attorney who requested the
opinion from the Labor Depart-
ment. v

"l think the Department of La-
bor letter is just nuts,” Ms. Henry
said. The family leave law "was
never intended to allow people to
sit out on leave if there's a job they
can do.”

However, the Labor Department
interpretation is consistent with
the traditionally voluntary nature
of return-to-work programs,
pointed out Liz Partyka, a consult-
ant with Hewitt Associates in Lin-
colnshire, lIl.

"The rehabilitation and modi-
fied work approaches (to disabil-
ity) have always been voluntary,”
Ms. Partyka stated. The family
leave law "doesn't change any of
the voluntary nature" of these pro-
grams.

Ms. Henry disagrees.

In her letter to the Labor De-

partment, she wrote: "It is our po-
sition that FMLA should be inter-
preted so as to allow a continua-
tion of mandatory modified work
programs in which jobs are altered
to suit medical disabilities.”

Ms. Henry noted that under the
family leave law, a worker may re-
quest an unpaid leave because of a
serious health condition that
makes the employee unable to per-
form the functions of the position.

"For employers who have a
practice of modifying jobs for tem-
porarily disabled employees, this
raises a question as to whether, by
altering a job to eliminate the es-
sential functions an employee can-
not perform, an employer can con-
tinue to require the employee's
presence at work," she wrote.

Ms. Henry then posed two spe-
cific questions to the Labor De-
partment: "May an employer re-
quire the employee to accept an al-
ternative position (with similar
pay and benefits) whose essential
functions the employee can per-
form; and, if so, may the employer
deny the requested FMLA leave if
the employee does not take the of-
fered position?"

The Labor Department re-
sponded that an employer cannot
"require an employee to work in a
restructured job instead of grant-
ing the employee's FMLA leave re-
quest in the example you posed in
your inquiry."

Although the government's

Two of five employers had card
or mail-order drug plans for
pr-65 retirees in the 1992 survey.
Thirty-seven percent had such
plans for retirees age 65 or over.
In 1991, by contrast, only 29%
had implemented mail-order
plans for either group of retirees.

Copies of the 1992 Retiree Health
Care Benefits Survey are available
from Annemarie Harte at A. Fos-
ter Higgins & Co.. Survey and Re-
secrch Seivices, 125 Broad St.,
New York, N. Y. 10004; 212-574-
9025. The cost is $100; prepay-
ment is requested.

opinion letter is "quirky," the situ-
ation probably will not occur very
frequently, said Francesca Bruno,
a managing consultant with A.
Foster Higgins & Co. Inc. in New
T s w B e

0 DA

Pi/O

ocunness inauTance, Uecemoer O,

Practical Risk Management

"The Professional's Handbook"

This 2-volume, continually revised, loose-leaf handbook
covers all topics a risk manager encounters, from risk
identification, internal management, loss prevention,
claims and litigation control, through details of insurance
policies and sophisticated risk transfer techniques. Used
today in 32 countries.

Subscribers include most of the Fortune 1,000, many
public entities, as well as agents and brokers, including
all the ten largest.

Voted the most useful reference at several RIMS industry

sessions.

Practical Risk Management
P.O. Box 1439
Alameda CA 94501
Send to:

Company

Name

Address

City, State =1~

El Check enclosed. First year $335. Add $15

postage overseas. Subsequent years $145.

| Please bill (add $10).

El Send descriptive brochure. Bl

The prestigious
A.M. Best Company
has awarded an

A- ("Excellent")

rating to Titan
Indemnity Company.
We are very proud
of this accomplish-
ment and know it
will inspire con-
tinued confidence
in our clients
throughout the 45
states in which we

are licensed.

lili-lili-1111*M®
Indemnity Company

The Titan Group of Companies
1020 N.E. Loop 410, Suite 700
RO. Box 60007
San Antonio, Texas 78209
210-824-4546
National WATS 800-347-4740
FAX 210-824-3681

1330/ 10

(510) 865-3628



Feeling lonely? We are there, if you need us.

C_62 00

HANNOVER Re/EISEN UND STAHL Re

Karl-Wiechert-Allee 50 - 30625 Hannover - Germany
Telephone (511) 5604-0 - Fax (511) 5604-188



Business Insurance, December 6, 1993 / 55

INTERNATIONAL

Bermuda court

against Hardy

By ROGER SCOTTON

HAMILTON, Bermuda-Before one contempt proceeding against
banlcrupt insumnce executive Mark Hardy could be cleared, he re-
ceived another from Bermuda's highest court.

New contempt proceedings were served late last month to Mr.
Hardy, the former chairman of insolvent Focus Insurance Ltd., while
he was on his way to appear before the Bennuda Supreme Court to
apologize for disobeying previous court injunctions (Bl, Nov. 8).

Bermuda's chief justice then adjourned the Supreme Court hearing
pending the outcome of Mr. Hardy's appeal to the U.K Privy Council
of all orders issued against him by the Bermuda court. Chief Justice
Austin Ward indicated the decision to adjourn may have been influ-
enced by Privy Council law lords' comments suggesting that Mr.
Hardy may have been treated unfairly by the Bermuda Supreme
Court.

The Privy Council is the highest court of appeal for litigants in
U.K.-protected territories.

The verbal apology, which Mr. Hardy asked the Bermuda court to
view in light of "horrendous litigation over the last three years," was
delivered to Chief Justice Ward during the course of a two-hour open
hearing, during which Mr. Hardy described himself as "a strong be-
liever in the rule of law."”

Mr. Hardy, who now lives in Suffolk, England, was served with an
arrest warrant last year by the Bermuda court for violating orders the
froze his assets worldwide. Since failing to block legal action against
him last year by Focus liquidators, who sought $19.7 million in dam-
ages, he has been highly critical of Bermuda's insurance industry and
judicial system (BI, June 7; Jan. 4).

"To the extent that | have offended the rule of this court, I'm sincem
in my apology,” he said, adding he had made "errors of judgment” in
ying to secure "a trial on the merits and not judgment obtained by
what | regard as improperly obtained" injunctions freezing his assets.

The apology clears the way for legal action Mr. Hardy plans to pur-
sue in London.

Although Mr. Hardy effectively "purged" the contempt order issued
by the Supreme Court last December, he now faces a second action
brought by Focus liquidators David Lines and Peter Mitchell. They al-
lege that Mr. Hardy should be held in contempt for written remarks
he made about the chief justice and the Bermuda Supreme Court in
letters Mr. Hardy circulated widely in Bermuda over the past year.

Despite the renewed etfort to have him imprisoned, an attempt that
has been delayed until a further hearing, Mr. Hardy returned to Lon-
don "satisfied that this litigation is at last on the right track."”

His next move, he said, would be to seek to overturn a bankruptcy
order against him in Britain before proceeding with a full appeal to
the Privy Council, which will be asked to set aside the $19.7 million
default judgment against Mr. Hardy handed down in January by for-
mer Bermuda Chief Justice Sir James Astwood.

Consideration of a Supreme Court penalty against the businessman
for his now-purged contempt was ruled adjourned, pending the out-
come of the Privy Council appeal.

Saul Froomkin, attorney for the liquidators, repeatedly warned
Chief Justice Ward that the court's chances of seeing Mr. Hardy again
were remote if it adjourned the proceedings indefinitely. He accused
Mr. Hardy of "making a mockery" of Bermuda's legal system.

Mr. Froomkin, who was not allowed to cross-examine Mr. Hardy,
said that if Mr. Hardy failed to win his appeal to the Privy Council,
"there's no incentive whatsoever for him to come back to Bermuda."

Mr. Hardy's verbal apology was not an acceptable substitute for

compliance and not a means of puging his contempt, Mr. Froomldn
Continued on page 57

Merrett to stop writing,
adjourns action bput claims will be paid'

By ADRIAN LADBURY

LONDON-Merrett Underwriting
Agency Management will cease ac-
tive underwriting next year because
members agents did not provide its
Lloyd's of London syndicates with
enough capacity.

However, MUAM officials am re-
assuring policyholders that the syn-
dicates' claims will be paid.

Merrett Holdings P.L.C., MUAM's
parent, announced last week it
would either close or sell the good-
will of its remaining syndicates to
other managing agents and concen-
trate on its non-underwriting activi-
ties, like runoff and claims services.

Merrett Holdings Chairman
Stephen Merrett and Alan Cleary,
the new group chief executive, were
quick to dispel any policyhol(lel
fears concerning the security of poli-
cies underwritten by MUAM-man-
aged syndicates. "Claims will be
paid. Our ability to deal with claims
is unimpaired. They are being paid,"
said Mr. Cleary.

Mr. Merrett noted in an interview

that he had spoken to "plenty" of

a<s a>.

Stephen Merrett

policyholders over the last few
weeks who were "worried, disturbed

and disappointed" over the fate of
MUAM.

Rival managing agents have
snapped up three of the six syndi-

cates MUAM intended to manage in
1994 and are currently bidding to
manage the fourth. But the two big-
gest Merrett syndicates--418, which
was the largest at Lloyd's in terms
of capacity as recently as 1990, and
1067-will be closed. The runoff of
both syndicates' business will be
handled in-house, Mr. Cleary said.

While syndicate 418 will be
closed, Janson Green Ltd. confirmed
last week that it has hired the syndi-
cate's underwriter, Barnabus
Hurst-Bannister, and three of his
underwriting colleagues, with plans
to set up a new syndicate-syndi-
cate 1215-out of 418's ashes.

Janson Gmen said it hopes the
new syndicate will reach capacity of
about 60 million pounds ($89.2 mil-
lion) next year and letains much of
418's business, which primarily was
composed of U.S. risks.

'If the Merrett group is able to
close the syndicate's 1991 year into
1992 and then 1992 into 1993," it is
possible that Mermtt would be able
to close 418's 1993 account into the
new syndicate's 1994 year "at the

Continued on next page

U. K. dioxin settlement

Superfund-type
program sought

by some parties
By ADRIAN LADBURY

LONDON-A British chemical
company has reached an out-of-
court settlement with a group of
farmers in one of the first dioxin-re-
lated pollution disputes in the
United Kingdom.

In a scenario that one London en-
vironmental underwriter called "re-
markably similar to the U.S...be-
fore Superfund,"” the chemical com-

pany is now discussing coverage of
the settlement with its insurers,
while plaintiHs' attorneys, regula-
tom and politicians are calling for
the establishment of a fund to fi-
nance pollution cleanups and litiga-
tion against potentially responsible
parties.

Coalite Chemicals, a division of
Anglo United P.L.C., late last month
agreed to pay three farmers in Bols-
over, Derbyshire, an undisclosed
sum for loss of profits.

The farmers' business was hurt
following the discovery of excessive
levels of the toxic chemical dioxin
on their land by the Ministry of Ag-
riculture, Fisheries and Food in July

1991. The MAFF imposed a ban on
the sale of one cattle farmer's prod-
ucts, while a dairy marketing orga-
nization refused to accept rnilk from
the other two farmers. The bans
were not lifted until December 1992.

The farmers, with financial assis-
tance from the National Farmers
Union, began legal proceedings
against Coalite.

"Coalite Chemicals has been the
subject of legal claims from local
farmers relating to elevated levels of
dioxin which affected their farms.
These claims were made in the light
of measurements taken by Her Maj-
esty's Inspector of Pollution in 1991,

Continued on nert page

Bermuda insurers report drop in premiums

HAMILTON, Bermuda-Premi-
ums written by Bermuda's inter-
national insurers and reinsurers
declined slightly in 1992, but the
companies' assets and surplus
rose significantly.

Gross premiums written by Ber-
muda's international insurance
and reinsurance companies, which
include captive insurers, fell by

2.1% to $15.08 billion in 1992
from $15.41 billion in 1991, ac-
cording to a report released last
week by Registrar of Companies
Malcolm Butterfield.

Net written premiums fell by
4.3% to $11.3 billion from $11.81
billion.

However, the total assets held
by international insurers and re-

insurers in Bermuda rose a hefty
11.9% to $58.83 billion in 1992

from $52.58 billion in 1991. And,
capital and surplus rose 10.1% to
$21.86 billion from $19.85 billion.
Mr. Butterfield noted that the
1992 figures do not include about
$4 billion in capital raised during
1993 by Bermuda property catas-
trophe reinsurers. M

U.K. budget shifts costs to employers

By ALINE SULLIVAN
LONDON

LONDON-There are few sur-

prises for British employers in the
government's new budget, though it
contains measures that will increase
some benefit and insurance costs.

Kenneth Clarke, Britain's chancel-
lor of the exchequer, last week un-
veiled the government's budget for
the fiscal year beginning April 1,
1994.

Contained in the combined report
on tax measures and public spend-
ing are provisions that will shift
much of the cost of sick pay benefits
to employers from the state and will
require employers to raise the retire-
ment age for women to 65 from 60.

In addition, the government has
imposed a 3% tax on most non-life
insurance policies, despite lobbying
efforts by the insurance industry
against such a levy.

Large companies operating in
Britain--defined as those with na-
tional health insurance premiums of
20,000 pounds ($29,550) or more per
year-will bear the full cost of stat-
utory sick pay benefits for workers,
effective April 1.

Large employers currently finance
sick pay for an employee's first four
consecutive days of absence from

work due to iliness, while the gov-
emment pays 80% of the cost for
additional days up to 28 weeks.

The government currently fully
reimburses smaller employers, those
with annual national health insur-
ance premiums of 16,000 pounds
($23,640) or less, after an employee
is absent for six weeks.

The budget calls for employers
with national health insurance bills
of less than 20,000 pounds per year
to be fully reimbursed after the first
four weeks of an employee's ab-

The budget also cuts the main
rate for determining employers' na-
tional health insurance premiums by
0.2% beginning next April, which

will lower the number of employers
subject to the higher sick-pay costs.

"This means for well-managed
companies with low sickness rates
there will be a net mduction in the
cost of employing people,” Mr.
Clarke said last week.

The Confederation of British In-
dustry said it was pleased that the
changes in sickness benefits were
accompanied by changes in national
health insurance costs.

The move to equalize pension
benefits for men and women by
raising the retirement age of women
to 65 from 60 was widely expected.
The equalization will be phased in
over a 10-year period beginning in
the year 2010. That timing will ex-

empt women now age 44 or older
from the measure.

"By the year 2020, the state pen-
sion age in Britain will be broadly
in line with most of our industrial
competitors," said Mr. Clarke.

The change in retirement age fol-
lows a May 17, 1990, decision by the
European Court of Justice in Barber
vs. Guardian Royal Exchange,
which effectively ruled that employ-
ers must offer equal pension bene-
fits to men and women.

However, the European court
ruled Oct. 7 that employers are not
required to pay equal pensions to
men and women on a retroactive

basis for work carried out before the

Continued on page 57
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Merrett

Continued from previous page
right price and under the right con-
ditions," said Richard Youell, active
underwriter for Janson Green syndi-
cate 79 and a director of the agency.
The first managing agent to win
the right to manage one of the for-
mer Merrett syndicates was Venton
Underwriting Agencies Ltd., which
said soon after the Merrett an-
nouncement that it had reached an
"agreement in principle to assume
the management of syndicate 1038,"

whose underwnter is John Fenn.

Terms were not announced.

Mr. Fenn specializes in direct
non-marine business. The syndicate
made a profit of 922,000 pounds
($1.4 million) for 820 names with al-
located capacity of just over 18 mil-
lion pounds ($27.3 million) in 1990,
the last year to have closed under

Lloyd's accounting system. Its 1993
capacity was just over 13 million
pounds ($19.7 million) and so far it
has more than 6 million pounds
($8.9 million) in capacity for 1994.
Venton hopes to accumulate up to
20 million pounds ($29.7 million) in
capacayfor 1038 for 1994.
Wellington Underwriting Agen-
cies Ltd. subsequently announced it
had struck a similar deal to acquire
syndicates 1184 and 332. Syndicate
1184, underwritten by Martin Gib-
bins and was formed in 1991, is a
motor syndicate that has capacity of
37 miillion pounds ($54.9 million) in
1993. Syndicate 332, underwdtten
by Stephen Benham, specializes in
individual life, accident and group
life and made a profit of 21,000
pounds ($31,800) in 1990 on 2.5 mil-
lion pounds ($3.8 million) in capac-
ity. Syndicate 332's 1993 capacity
was 5 million pounds ($7.4 million).

INTERNATIONAL

Reinsurance syndicate 179, under-
written by Richard Lark, is the only
Merrett syndicate-apart from 418
and 1067-that faces an uncertain
future, but managing agents are
said to be keen to take it over.

The failure of MUAM was caused
by the members agency community,
which refused to commit sufticient
capacity to MUAM syndicates to en-
able them to continue underwriting
under MUAM management.

Several factors-including Mr.
Merrett's personal management
style, poor forecasting of results, liti-
gation connected with 418's loss-
filed 1985 year and other old Mer-
rett syndicates, and the decision to
leave the 1990 undenwriting years of
418 and 1067 open-precipitated
the crisis. The crisis deepened after
Travelers Corp. withdrew from a
proposal to purchase a majority
stake in Merrett (Bl, Nov. 22).

Members agents estimate that im-
mediately prior to MUAM's an-
nouncement that it would cease un-
derwriting, it had amassed about
150 million pounds ($222.8 million)
in capacity for all six syndicates for
1994, compared with the 385 million
pounds ($571.7 million) in capacity
it had originally intended to raise.

In its 1994 business plan, MUAM
had forecast 150 million pounds in
capacity alone for syndicate 418 and
another 55 million pounds ($81.7
million) for syndicate 1067. But
members agents estimate they
drummed up just under 60 million
pounds ($89.1 million) in capacity
for 418 and between 22 rnillion and
23 million pounds ($32.7 million to
$34.2 million) for 1067 before Mr.
Merrett decided to pull the plug.

"It is with the greatest possible re-
gret that | have to confirm the vir-
tual certainty that syndicate 418
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and 1067 will not be underwriting
next year, as they have not attracted
sufficient capacity to enable them to
go forward on a viable basis" Mr.
Cleary said. "We are therefore mak-
ing the necessary arrangements for
economic rnanagement (runoff) of
the open underwriting years, and
the group has the expertise, the sys-
tems and the experience to handle
this activity in-house."

Mr. Merrett and Mr. Cleary, who
last month succeeded Dennis
Purkiss as group chief executive fol-
lowing Mr. Purkiss' defection to Zu-
rich Re (UK) Ltd. along with two
Merrett underwriters, refused to rule
out the possibility that MUAM
could return to active underwriting.

"We will not be underwriting in
Lloyd's in 1994, but there is always
the possibility in due course that the
Merrett group will involve itself in
some form of underwriting. But
there are no definite plans,”" Mr.
Cleary said.

Mr. Merrett refused to "speculate
at this stage” but did not rule out
the possibility of a comeback.

For the moment, however, the
company will focus on its non-un-
derwriting insurance service compa-
nies, which Mr. Cleary says are
profitable and will not be affected
by MUAM's troubles. "l ought to
emphasize that the major problems
recently experienced by the Merrett
Group's underwriting division have
had no impact on the other trading
divisions which have continued to
flourish and grow," he said.

"The insuance services and loss
adjusting divisions comprise many
well-known companies which have
made a useful contribution to the
group's earnings in recent years.
These companies are wholly unaf-
fected by the Aifficulties experi-
enced by the syndicates and by cur-
rent restructuring,” said Mr. Cleary.

Merrett Holdings' non-underwrit-
ing interests comprise:

* Loss adjusting. Merrett has a
major share in the U.K. loss adjust-
ing consortium Miller Knight. This
consists of two companies-Graham
Miller & Co. (Northern), owned by
Merrett Holdings, and Peter Knight
& Co., owned by founder Peter
Knight. Merrett also owns a smaller
loss adjusting firm called Robert
Bishop (Southern) Ltd.

= Insurance services. Merrett
Health Risk Management Ltd. is a
risk management consulting firm
specializing in the health cam indus-
try. BCS Management Inc., based in
New York, and BCS Management
(U.K.) Ltd. are insurance and rein-
surance consultants that conduct
runoff, reinsurance recovery and lit-
igation support work.

» Information Technology. Mer-
rett over the past four years devel-
oped its own automated underwrit-
ing support system, and in April
launched a wholly owned subsid-
iary, Creechurch Technology Ser-
vices Ltd., which sells the system to
the rest of the Lloyd's market. M
Dioxin
Continued from previous page
indicating that one of the sources of
dioxins...was probably the old in-
cinerator at Coalite Chemicals, shut
down since November 1991," ac-
cording to a statement from Co-
alite's law firm, Clifford Chance in
London.

However, Coalite has not admit-
ted liability for the damage to the
farmers' land, nor has the MAFF di-
rectly linked its ban to emissions
from Coalite's plant.

"Coalite Chemicals has never ac-
cepted that it has any legal liability
for elevated levels of dioxin and
does not do so now. However, the
company has always been sympa-

Continued on next page
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thetic to the disruption to the
farmers' businesses caused by the
period of restrictions on the sale
of their produce imposed by the
MAFF. Accordingly, Coalite
Chemicals offered some limited
compensation,” the firm stated:

The firm is now discussing cov-
erage with its insurers.

"Royal was not involved in the
negotiations which led to a settle-
ment at any stage," said a spokes-
man for Royal Insurance P.L.C.,
Coallite's lead general liability in-
surer. "Royal, as the lead insurer
on the policy, and the other insur-
ers have not accepted that the pol-
icy is liable on the basis of non-
disclosure" of possible pollution
exposures, he said.

"Royal has not refused to in-
demnify Coalite, but reserved its
position while the liability issue is
resolved," said another Royal
spokesman.

The liability issue could be in-
fluenced by a report on the Bols-
over dioxin contamination cur-
rently being prepared by Her Maj-
esty's Inspectorate of Pollution.

The National Rivers Authority
also eagerly awaits the HMIP's re-
port. The NRA is preparing to
serve a writ on Coalite seeking 1
million pounds ($1.48 million) to
clean up the Doe Lea River, which
it claims was polluted by Coalite's
Bolsover plant.

The NRA, which has threatened
to act on the river pollution for
more than two years, has to take

LONDON

Continued from page 55
Barber ruling (BI, Oct. 18).

Mr. Clarke's decision to introduce
a 3% tax on non-life insurance pre-
miums was less widely anticipated
but did not come as a great surprise
to British insurers. The tax, which
will take effect in October 1994, will
apply to most non-life policies cov-
ering risks located within the U.K

The Assn. of British Insurers said

it "regretted" the decision to impose
the non-life tax but welcomed the
plan to exempt life and pension
business, as well as reinsurance and
international insurance like marine,
aviation and export credit insurance

from the tax.

-By Aline Sullivan

A&A buys actuary

Alexander & Alexander Services
Inc. will significantly expand its Eu-
ropean human resources consulting
practice with the acquisition of Clay
& Partners, a leading actuarial con-
sulting firm based in London.

A&A acquired the firm, which re-
ported 1993 gross revenues of about
16 million pounds ($23.7 million),

for about 2.27 million shares of
A&E&A common stock. A&A stock
was tra'ding at about $18 per share
last week, which would put the
value of the deal at $40.9 million.
The purchase of Clay & Partners
will add 250 professional and sup-
port staff to Alexander Consulting
Group's European human resources
consulting practice, bringing the to-
tal to 650 employees. Following the
acquisition, the l,ondon-based ACG
operations will be known as Alex-
ander Clay & Partners and will con-
tinue to provide benefit-related con-
sulting services to U.K. employers.
Brian Kennedy, chairman and
chief executive of ACG's European
operations, will also serve as chair-
man and chief executive of Alex-
ander Clay & Partners. Alan -Fish-
man, Clay's senior partner, will be-
come managing director of the firm.
-By Christine Wootsey

Coalite to civil court and prove it
is responsible for the pollution be-
fore it can begins the cleanup be-
cause it cannot afford to clean up
first and then try to recover its
costs from a potentially responsi-
ble party. "We have to take it to
the civil court as a means of get-
ting the money up front. We can't
afford to do it any other way," a

spokeswoman for the NRA York-
shire branch said.

The National Farmers Union
agreed it is costly to bring action
against potential polluters and
does not expect a flood of similar
claims until the route to the civil
courts is made easier.

The Coalite case "endorses the

government stance that the pol-

luter must pay for business losses
suffered as a result of contamina-

tion but also highlights the legal
complexities and expense in-

INTERNATIONAL

volved in attempting to recover
those losses," the NFU said.
NFU Legal Adviser Richard

Vidal said that U.K. law sets stan-
dards and identifies contaminated
land in need of cleanup, but nei-
ther individual plaintiffs nor reg-
ulatory bodies have the financial
means to carry it out.

The Labour member of Parlia-
ment for Bolsover, Dennis Skin-
ner, in a speech during a parlia-
mentary debate on the Coalite
case in February, called for the
creation of a government fund
that would lift the burden on
plaintiffs in pollution cases.

But the government refused to
consider a U.K.-style Superfund
then and again underlined its ob-
jection to the idea in its response
to the European Commission's
Green Paper environmental dam-
age (BIl, Nov. 15). #11
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Mark Hardy

Continued from page 55
charged.

Mr. Hardy should be required to
explain why he did not comply with
court injunctions and establish to
the court's satisfaction that he genu-
inely did not intend to flout its or-
dem, Mr. Froomkin argued. And,
Mr. Hardy should be made to com-
ply with outstanding discovery or-
ders, the attorney maintained.

But, in allowing an adjoumment
of the proceeding, Chief Justice
Ward referred to a Privy Council
meeting in October at which Mr.
Hardy was given "special” leave to
appeal "all" orders against him, pro-
vided he first purge his contempt of

the Bermuda court.

The council's three law lords said
they were surprised at "the draco-
nian penalty of stliking out Mr.

Hardy's defense and giving judg-
ment against him for the whole
amount of the claim.”

"This may or may not have been
the right course to take, but we are
surprised to find it there,”
transcript of remarks attributed to
Lord Templeman. He went on to say
that if Mr. Hardy apologized to the
Supreme Court and if people will be
sensible," then Focus could "aban-
don its judgment in default and pro-
ceed with the action against

reads a

But Mr. Froomkin argued, "with
the greatest respect,” that the Privy
Council was confused and the law
lords "proceeded on the basis that
the contempt was of a disclosure or-

der," rather than an injunction free-
zing his assets.

He told the Bermuda chief justice,
"The Privy Council has no jurisdic-
tion to tell you what to do." m
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. . . . . NOTICE |S FURTHER GIVEN that pursuant to a NOTICE IS FURTHER GIVEN that pursuant to a
in addition, we will entertain the purchase of a book where preliminary inlunctlon issued by the preliminary injunction issued by the

appropriate. Bankruptcy Court all creditors and subse- Bankruptcy Court all creditors and subse-
quently identified parties with interests quently identified parties with interests
adverse to the Company (the "Subsequent adverse to the Company (the "Subsequent

Claimants") are prebminanly enjoined Claimants") are prellminanly enjoined
and restrained from and restrained from

Reply to: JOHN R. HUTTNER

President

Hollinger inc., Box 361, Little Falls, NJ. 07424

1 commencing or continuing any Judtcial, 1 commencing or continuing any judicial,
admimstrative and regulatory actions administrative and regulatory actions
against the Company or its property m the against the Company or its property in the
United States, United States,

2 commencing
any judicial, a

RECRUIT THE
INDUSTRY'S MOST
QUALIFIED CANDIDATES.

Company or its property, and Company or its property, and

other than the Joint Administrators other than the Joint Administrators

The most talented

quent Claimants may file a motion with quent Claimants may file a motion with ance,
the Bankruptcy Court, with not less than the Bankruptcy Court, with not less than
21 days notice to counsel to the Joint Ad- 21 days notice to counsel to the Joint Ad-
numstrators at the address set forth in the ministrators at the address set forth m the
upper left-hand corner of this Notice, re- upper left-hand corner of this Notice, re-
questing a hear,ng to vacate or modify the questing a hearing to vacate of modify the
Preliminary Injunction

men and women

in the insurance industry
know where to turn

Prehminary Injunction

NOTICE IS HEREBY GIVEN that on November NOTICE IS HEREBY GIVEN that on November

John Hughes the foreign regresentatives John Hulgthes, the foreign regresentat_ives
rs") of RMCA Re- (the "Joi s") of ICS Rein-

NOTICE IS FINALLY GIVEN that all persons af- NOTICE IS FINALLY GIVEN that all pelsons af- $586

Hughes, As Joint Administrators of Hughes, As Joint Admintstrators of ICS (415) 737-7784 for further detail by Dec

30 S F Airport

Creditors of RMCA Reinsurance Limited Creditors of ICS Reinsurance Limited Growing Nonhbrook insurance agency

looking for Sr Underwriters with a min
of 3-5 yrs experience in high level mktg
& servicing of property/casualty

commy accts Must have strong ne60O-
tiating & analytical skills & be familiar
with conventional & non-conventional

insurance & products & mktg strate-
gies For more info, call Joe DeiRae at
708-298-1900

CLAIMS MANAGER

Chicago surplus lines company seeks a

strong well rounded claims manager with

a nummum of 10 years expenence Em-

phases on products habillty, general lia-
bility, and first party property Multi state
experience required Compensation com-
mensurate with experience Send resume
and salary history to Box #2837, Business
insurance, 740 N Rush, Chicago, Il 6061

2590

UNDERWRITING MANAGER

Operations Requires a minimum of 10

3 rehnquishing any property of the Com- 3 relinquishing any property of the Com- years experience and good management, Sub-total
pany in the United States to any persons pany in the Untted States to any persons people and technical skltls (including hav-

mg worked on larger property accounts
with facultative placements) Send resume

NOTICE IS FURTHER GIVEN that the Subse- NOTICE IS FURTHER GIVEN that the Subse- with salary history to Box #2836, Business Insur- tional Institutions

740 N Rush St , Chicago, IL 60611-2590

Benefits Management Specialist, Risk Man-
agement Dept, Clark County School Dis-

tnct, Las Vegas! NV Salary $43,776- Consultants
2 Direct overall design, admrus-

fected by the Preliminary Injunction or fected by the Prehminary Injunction or tration, and coordination of district em-

when they want to
make their moves.

may contact ul S Arrow at the address may contact Arrow at the address

this Notice this Notice

DATED December 1, 1993
BUCHALTER, NEMER, FIELDS & YOUNGER
A Professional Corporation

DATED December 1, 1993
BUCHALTER, NEMER, FIELDS 8 YOUNGER

The Professional

PAUL S ARROW

Attorneys for Philip J Singer and Chns- Attorneys for Phillp J Singer and Chns-
topher John Hughes, as Joint Administra- topher John Hughes, as Joint Administra-
tom of RMCA Reinsurance Limited tors of ICS Reinsurance Limited

PAUL S ARROW

Marketplace
Call 312/649-5340 for advertising details.

set forth in the upper left hand corner of set forth in the upper left hand corner of previously demonstrated 5 years su

desinng a copy of the relevant documents desinng a copy °|f the relevant docurnents ployee benefit plans Successful service in

corresponding related position or h
ful supervisory experience in administra-
tive or executive position For info call
(702)799-5252 no later than Monday, 12/
20/93 Submit completed apphcation to

A Professional Corporation Hilary Porter, Personnel Analyst, 2832 East Fla-

mingo, Las Vegas, NV 89121 no later man

£329<JA/37(43 Resumes not accepted AN/

coess- TOTAL

Dated This 25th day of November, 1993

PETER C B MITCHELL
JOINT LIQUIDATOR

Business Insurance

Circulation Breakdown

Commercial Consumers

Administrative
CEOQ's, Presidents, and Owners,
2681
Vice Presidents, General Managers
and Other Administrative Personnel
4140
Financial
Chief Financial Officers and Vice
Presidents of Finance 2495
1- Secretaries, Treasurers, controllers
and other Financial Personnel, 3702
Risk/Employee Benefits.
Vice Presidents, Directors, Manag-
ers, and other realted department
personnel of Insurance, risk em-
ployee benefits, personnel, compen-

or continuing any act or 2 commencing or continuing any act or Chicago area E&S company seeks com- sation, pension, safety, security, In-
ministrative or regulatory any judicial, administrative or regulatory mercial property/package underwriting

proceeding to create, perfect or enforce proceeding to create, perfect or enforce manager for Chicago and Los Angeles of- .
any hen, set-off or other claim against the any hen, set-off or other claim against the fices Reports directly to VP of Property and employee/labor relations

dustnal relations, human resources

15,094

28,112
Associations 385

Government, Unions and Educa-

1,075
Commercial Consumers
Sub-total 29,572
Insurance Agents and Brokers

8,714
Insurance Companies 7,981

Accountants, Actuaries, Attorneys &

3,532
Managers & Health Care Providers

1,936

Others Allied to the Field 1,936

........... 52,816

Mon- * Source Business/Occupational

breakdown of qualified circulation,
May 31, 1993 Issue, as submitted to
BPA for June 1993 BPA Publishers

Statement



Work comp rules

Continued from page 2
tions-or managed care networks.

The regulations will implement
the law passed in July designed to
wring $1.5 billion in savings from
an $11 billion-a-year system (Bl,
Aug. 30).

"We think we have an obliga-
tion" to issue the regulations as
quickly as possible, Mr. Young
said. "Of course," he quipped,
"there are those that hope it never
gets done."

Mr. Young surely had many
people in mind, for the law makes
new demands on everyone in the
system-from injured workers to
employers, insurers, third-party
administrators and providers of

Take vocational rehabilitation,
for instance. Legislators hope to
save $500 million by capping re-
training costs at $16,000 per em-
ployee.

"A lot of people are looking at
how to slice this salami,” ob-
served one trade group represen-
tative at the hearings.

"We're all under a lot of stress
to maintain our business," agreed
Greg Foster, a vocational evalua-
tor, who testified that fee reduc-
tions and caps on counseling ex-
penses in the regulations would
"wipe out" the 75 evaluation cen-
ters in California.

Not unexpectedly, several doc-
-tors and medical groups testified
that cuts in medical fee schedules
were unwarranted.

Ironically, though, even some
cost-conscious corporations worry
that the cuts in physician com-
pensation might prevent many
good doctors from offering certain
services to injured workers.

"We are very interested in hav-
ing good doctors stay in the sys-
tem," said Diana Rich, workers
comp manager at Freedom News-
papers Inc. in Irvine. She noted
that in Massachusetts, payments
had to be made over and above
the fee schedule "to keep doctors
in the system.”

On the other hand, at least one
witness lauded the belt-tightening
required by the new law as a
needed corrective.

California's workers comp sys-
tem has become "very much like
the junk bond industry in the
1980s-out of control,” said Rob-
ert 0. Gilmore, rehabilitation co-
ordinator at C.E. Heath Compen-
sation & Liability Insurance Co.
in Burlingame, Calif. "These regu-
lations have a chance" to change
that.

"But people have to change
their minds,” Mr. Gilmore said. "I
like the law and the regulations
because everyone is affected.
We're all going to have to look at
our business practices."

At the hearings last week, Mr.
Young struck a conciliatory and
solicitous pose that won praise
from business groups.

"He's encouraging input and di-
alogue," said Ms. Rich. She added
that Mr. Young was "doing a
much better job" than the judge
presiding over regulatory hear-
ings related to a 1989 workers
comp law.

Mr. Young and his staff have
been very receptive to changes
suggested by California Adminis-
trative Service Organizations,
agreed Barbara Hester, chair of
that group's regulatory commit-
tee. CASO represents the state's
largest third-party administra-
tors.

For example, when Ms. Hester,
a vp at Hertz Claim Management
Corp. in Pasadena, testified that
recordkeeping requirements on
doctor payments in the new regu-

Continued on next page
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PHONE 214-620-2581
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stationed within a 3 hour
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Work comp rules

Continued from previous page
lations were "burdensome and time
consuming,” Mr. Young said he
would "appreciate any sugges-
tions" on how to get the informa-
tion more efficiently.

And Mr. Young asked Ms. Hester
and other witnesses to suggest
ways the regulations would allow
employers dealing with injured
workers to demonstrate that they
have met their obligations under
the Americans With Disabilities
Act.

Not everyone was so encouraged
by the hearings. Several groups

testified that the regulations
needed major overhaul before they
could be issued in final form.

Workers comp insurers and oth-
ers, for example, argued that the
law was designed to save millions
by limiting costly medical-legal re-
ports to one per side in disputed
cases, but the proposed regulations
won't achieve that goal.

"There's no definition of a 'com-
prehensive medical legal report," "
said Michael McLain, an attorney
at Industrial Indemnity Co. in San
Francisco. "We need to know
clearly what we pay and what we
deny."

Unless the regulations clearly de-

fine the terms of the law, the courts
will have to and "that chaos will
take quite a while to resolve itself,"
he said.

Another term the regulations
could clarify is "supplemental re-
ports," that is, reports provided by
doctors other than the primary
physician.

"Are these. . .considered to

be...medical-legal reports?" asked
Ms. Hester of the TPA group. "Of
greatest concern, who will pay for
these extra reports?"

Employers and consultants
faulted the current regulations for
failing to do enough to encourage
the use of managed care firms or

HCOs.

The new workers comp law per-
mits companies to use qualified
HCOs to treat injured workers and
requires companies to offer only
one additional HCO if one is run by
the workers comp insurer. Compa-
nies could control care for 90 days
under the law.

But the managed care firms will
have to offer quality care at low
prices to attract business and the
current regulations will make that
difficult by imposing redundant
administrative requirements, testi-
fied Ron Markson, medical rehab
claims specialist with the CWCI.

"(The regulations) will result in

Professionalism can

mean many things.

CPC U Sets the Standard for Professionalism.

AlCPCU

But quick and easy
aren’'t two of them.

Earning the Chartered Property Casualty
Underwriter (CPCU) designation, which is con.
ferred by the American Institute for CPCU, takes
a long time - five years for most people. And it

takes hard work, including ten college.level
courses and national examinations. But the value

of the goal is directly related to the effort put into

reaching it.

Earning the prestigious CPCU designation:

* gives you practical, technical knowledge of risk
management and insurance that you can use

immediately.

* gives you the tools to analyze the complex
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ment in which insurance organizations operate.
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ethical standards and professional excellence.
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insurance community.

Consider joining the more than 35,000 people
who have met the standard for professionalism

established more than fifty years ago by the
American Institute for CPCU. You'll be in
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To learn more about CPCU, call, fax or write:

American Institute for CPCU

720 Providence Road, RO.Box 3016

Malvern, PA 19355-0716
Phone 215-644-2101

Fax 215-640-9576

no starts, false starts, and delays
down the road," said Mr. Markson.
"They do not encourage HCOs,
they hinder their use."

At the hearings, Wells Fargo &
Co. and other companies urged
state officials to not increase the
administrative costs for managed
care groups, said Donna M. Dell, a
vp and counsel at Wells Fargo.

Also, the proposed regulations
would give managed care firms re-
sponsibilities in some areas-such
as workplace safety-that are sim-
ply beyond the scope of a managed
care organization, testified Karen
L. Thomas, Wellpoint's director of
workers compensation products.

Other witnesses at the hearings
faulted the regulations for their
treatment of vocational training
expenses. The workers comp law
itself places an internal cap of
$4,500 on job counseling expenses
within the $16,000 allowed for a
vocational training program. The
regulations go further and place re-
strictions on announts within the
$4,500 cap. For instance, only
$1,000 can go toward job evalua-
tion services.

Representatives of the California
Assn. of Rehabilitation Profession-
als and others testified that the ad-
ditional caps will make it impossi-
ble for vocational counselors to
provide the most important phase
of retraining: proper assessment.

The California Applicants' Attor-
neys Assn. endorsed CARP's pro-
posals to allow flexibility in spend-
ing the $4,500 allocated for job
counseling.

Workers comp insurers balked at
that idea. The CWClI's Mr. Wood-
ward cautioned that allowing costs
above the $16,000 maximum to pay
for job evaluation services would
"create another cottage industry of
forensic specialists." mm

Garamendi cuts

work comp rates
by 12.7% for 1994

LOS ANGELES-Crediting

workers compensation reform,
California Insurance Commis-

sioner John Garamendi last week
ordered a 12.7% cut in the workers
comp minimum rate effective Jan.
1, the largest single decrease in the
state's history.

Combined with a cut of 7%
mandated by new reform legisla-
tion, the decreases are expected to
save California employers more
than $500 million in premiums
next year, according to the De-
partment of Insurance.

Reasons for the rate cut include
a projected decrease in reported
losses, increased use of managed
care, a reduction in the number of
medicald4egal reports, a decrease
in psychiatric injury claims and a
crackdown on fraud, the depart-
ment said.

But workers compensation in-
surers say that instead of a rate
cut, the commissioner should have
approved the 2.1% rate increase
they requested in October. Mr. Ga-
ramendi is expecting too much
from the new workers comp law,
they contend.

"The problem is that the lan-
guage in the new laws is vague and
savings are elusive and therefore
non-quantifiable," explained Pe-
ter Gorman, associate vp and re-
gional manager of the Alliance of
American Insurers in San Fran-
cisco.

"Many in the industry argue
that most of the fraud prosecution
savings is squeezed out into the
system, and managed care has de-
livered most of its savings already
through large employers," Mr.
Gorman said.

-Bv Louise Kertesz



Largest U.S. reinsurers' nine month 1993 results '’

Reinsurers

a

. General Re

. Employers Re

American Re

. North American/Swiss Re
Prudential Re

Munich Re

. Berkshire Hathaway

Transatlantic/Putnam

Kemper Re

SO BN O @ r OGN

a

. Constitution Re
11. F&G Re
12. The St. Paul Cos.
13. Hartford Re Mgmt. Co.
14. National Re
15. Transarnerica Re
116. NAC Re
17. SCOR U.S. Group
18. Winterthur Re
-19. CIGNARP _
20. Underwriters Re

Totals for Top 20

Total for all companies
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Ranked by net reinsurance premiums written. All amounts in thousands of dollars.

Net Net
reinsurance reinsurance
premiums premiums
written written
1993 1992
$1,695,895 $1,624,258
1,519,390 1,111,841
1,020,495 733,038
620,246 519,861
555,463 512,890
500,373 470,584
462,896 473,934
447,958 357,284
367,850 429,095
337,717 273,039
317,790 181,549
318,209 277,509
297,100 WA
259,191 182,518
252,603 270,113
240,708 196,393
164,467 150,556
163,674 170,069
161,339 254,795
146,708 96,549

9,850,072 8,285,875

10,873,635 9,370,910

Source: Reinsurance Assn. of America and Business insurance

Reinsurers

Continued from page 1
broken record on this," he said.

"l think the prospects for change
are still dim at best,"” said Mark W
Hinkley, executive vp of Transamer-
ica Reinsurance Co. in Stamford,
Conn., pointing to reinsurers’
healthy capital levels. "The supply/

demand ratio is still unfavorable for
a turn in the market.

"What has to happen is surplus
has to go down, not up,” said Mr.
Hinkley, who predicted a turn in the
reinsurance market is "at least 12
months away."

Paul Malvasio, vp and chief finan-
cial ofcer of NAC Reinsurance
Corp. of Greenwich, Conn., said that
"we're not anticipating much im-
provement on the casualty side, and
at least through Jan. 1, our current
thinking is we won't see much
change on the property side,”
though he added it is unclear what
all the new capital coming into the
property market bodes for next
year's renewals.

While property reinsurance rates
are generally firm, "casualty is just
kind of 'funking' along, doing noth-
ing," said John F. Donahue, chair-
man of Hartford Re Management
Co. "There's probably too many dol-
lars of capacity chasing that pre-
mium, and there's not much of any-
thing happening here."

Mr. Donahue also said, "l would
be concerned that once Bermuda
finds out they can't write all the cat
business in the world, they will un-
doubtedly broaden their window
and broaden their scope of opera-
tion and bring some capacity to a
casualty market that doesn't need
it

"l think the attitude is there"”
about a need for a change, said Kaj
Ahlmann, chairman, president and
CEO of Employers Reinsurance
Corp. in Overland Park, Kan.

"We're beginning to hear serious
discussions about it, but we haven t
really seen it in action yet," said Mr.
Ahlmann. "The key is whether com-
panies are willing to stand up and
let business go."

Paul Ingrey, president of F&G Re
Inc. in Monistown, N.J., a unit of
USF&G Corp., predicted that this
time next year, barring a major ca-
tastrophe, property catastrophe
rates will be declining 15% to 25%.

But otherwise, "l don't see any
change in the cycle. There are a lot
of good reasons why it should

change-interest rates are down, a
lot of capital gains have been taken,
cat coverage is expensive and that
puts pressure on the net, but there's
nothing to make it change. And re-
sults seem to be improving, for some
strange reason," he said.

The U.S. reinsurance industry re»
ported a 106.7% combined ratio for
the first nine months of 1993, a vast
improvement from a 115.4% com-
bined ratio for the comparable pe-
riod a year ago, which reflected
Hurricane Andrew and other catas-
trophes, according to a survey of 58
reinsurers by the Washington-based
Reinsurance Assn. of America. The
nine-month figure also was an im-
provement from the 107.2% com-
bined ratio reported for the first half
and 107.9% in the first quarter.

The 20 largest U.S. reinsurers re-
ported a 106.4% combined ratio for
the first half; the 19 reinsurers in
that group that reported results for
the first nine months of 1992 had
posted a 115.7% combined ratio.
Slightly different groups of Top 20
reinsurers posted a 106.2% com-
bined ratio during this year's first
half and a 110% combined ratio in
the first quarter.

Net reinsurance premiums written
for all U.S. reinsurers increased

16% to $10.87 billion in the first
nine months of this yep- from $9.37
billion in the corresponding period
of 1992. The 19 largest reinsurers
that reported results for both years
posted a 15.2% increase in volume
to $9.55 billion fmm $8.29 billion.

There has been a lot of interest in
prospective loss reserve covers, and
"that may be one reason why pre-
mium is up substantially,"” said F&G
Re's Mr. Ingrey. "Much of the risk
comes from the property cat ama,"
he said, adding that "most people
use it not as total substitute but a
partial substitute" for cat coverage.

"Many people are using quota-
share to avoid buying a lot of prop-
erty catastrophe cover, which isn't
available anyway," said Bard E. Bu-
naes, chairman and CEO of Consti-
tution Reinsurance Corp. in New
York. "That definitely increased the
premiums written."”

"Generally, when primary compa-
nies can't get rate increases and they
become uneasy about the results in
the future, they start buying more
reinsurance,” he said. But, Mr. Bu-
Nnaes added he does not Tmow
whether this has already started to
happen.

"It's obviously only partly rate re-

Policyholders

Losses

surplus Net & loss
(reinsurers income adjustment Loss Underwriting
only) 1993 expenses ratio expenses
$3,651,185 $459,117 $1,148,519 70.6% $539,227
1,705,180 190,412 1,144,168 80.0 359,544
1,020,685 76,179 599,259 64.8 354,907
659,228 36,406 436,594 74.6 224,463
569,130 48,786 431,452 79.4 182,976
708,748 19,544 411,027 83.0 160,906
WA N/A 264,051 116.8 28,421
517,503 47,538 333,151 81.3 118,247
394,733 (40,904) 388,624 105.1 94,758
273,991 15,949 233,171 70.9 108,941
WA N/A 175,536 58.5 105,615
N/A N/A 235,440 84.4 84,838
N/A WA 223,800 75.0 69,600
354,013 41,050 147,311 64.1 92,608
320,265 46,777 191,821 78.6 79,928
403,570 25,828 156,833 69.6 101,140
271,769 26,551 118,973 73.4 53,332
188,134 21,793 120,683 74.6 55,415
203,292 (991) 203,417 100.1 34,565
185,015 17,352 117,804 82.8 36,145
11,426,441 1,031,387 7,081,634 77.1 2,885,576
15,724,732 1,339,559 7.813.,858 75.6 3,381,537

lief on properly cat business," said
North American/Swiss Re's Mr.
Thompson. "That would be the
lesser factor" accounting for the in-
crease in volume.

"l think what you're seeing is
more flight to quality,” he said.
While this is a"grand-sounding
phrase," he admitted, "it is the case
that companies want to buy reinsur-
ance from large, well-capitalized re-
insurers." The RAA member compa-
nies are "well-known names," he
said.

There has been a continued flight
to quality, agreed NAC Re's Mr.
Malvasio, adding that the premium
volume increase "seems to be fairly
consistent with what we've seen
happening in the prior two quar-
ters.”

"You stll see some large increases
here and there by certain compa-
nies," he said. "There's been an in-
creased demand on the property
side, and that's Aflected in the num-
bers,” even though there has not
been an improvement in demand or
pricing for casualty reinsurance.

Jerome Karter, president and
CEO of SCOR Reinsurance Co. in
New York, said, "l think there is
sorne premium growth, partly be-
cause of some pricing changes in the
general property area," and there is
"probably some growth for compa-
nies who are truly developing busi-

"But that masks another reality,
which is that the casualty market is
in terrible shape. Prices are unrealis-
tic, if not inadequate"” compared
with even the soft market in 1983,
he said.

Mr. Karter said he feared prices
were being cut to put business on
the books, "so if there's growth go-
ing on in general casualty business,
then it may look nice as premium
now, but it's going to look horrible
in losses in about five years."

"When you put that against the
background of the investment op-
portunities that are out there, which
are ectremely marginal, this is not a
good condition under which to be
writing a lot of casualty business,"
said Mr. Karter.

Michael Smith, an analyst with
Lehman Bros. in New York, was
more optimistic.

"The cycle's clearly turned for the
reinsurers. We're very clearly seeing
a pickup in demand for reinsur-
ance," he observed.

"Companies have finally recog-
nized together that they are overex-

posed to large loss potentials and
they are now seeking to reduce their
exposures in whatever way they
can," Mr. Smith said. Because it is
"almost politically impossible" to
stop writing policies, "the only way
out is to put whatever business they
can into the reinsurance market.”

Casualty business is increasingly
moving into the reinsurance market,
he said. While primary insurers
would like to buy more property cat
capacity, it does not exist, but there
is capacity for casualty business,
"and therefore companies are mov-
ing business into the casualty mar-
ket simply as a way to reduce their
overall exposures."

While this is clearly positive for
the reinsurers, who are obtaining
double-digit increases in volume, "it
also bodes well for the overall un-
derwriting cycle" because the reli-
ance on reinsurance is putting
greater pressure on primary insurers
and accelerating the point in the fu-
ture when the overall cycle has to
turn, said Mr. Smith.

Other observers, who do not be-
lieve the market has turned for rein-
surers, say declining investment in-
come and a lack of capital gains will
be a factor in any eventual overall
turn.

"l think that ultimately, the in-
vestment markets will have an ef-
feet,"” said North American/Swiss
Re's Mr. Thompson.

"Investment income is declining,
and sooner or later most of the capi-
tal gains will have been harvested.
Then, people are going to have to

Combined Combined

Expense ratio ratio
ratio 1993 1992
31.8% 102.4% 107.7%

23.7 103.6 102.6
34.8 99.6 101.9
36.2 110.8 120.7
32.9 112.4 132.9
32.2 115.2 124.4
12.6 129.4 146.9
26.4 107.7 112.4
25.8 130.8 110.9
32.3 103.2 110.9
33.2 91.7 95.2
26.7 111.0 174.7
23.4 99.7 N/A
35.7 99.9 103.9
31.6 110.2 110.7
42.0 111.7 126.4
32.4 105.9 115.9
33.9 108.4 116.3
21.4 121.5 121.6
24.6 107.4 107.4
29.3 106.4 115.7
31.1 106.7 115.4

look to underwriting, because they
will not be bailed out nearly as
strongly or as much by the actions
of the investment markets," said Mr.
Thompson.

"If you can't be subsidized by the
investment side of the house, then
underwriting has to improve" and
rates will rise, he said.

"Where that factor could come
into play, hopefully, is in the casu-
alty end of the business," said Hart-
ford Re's Mr. Donahue. "When peo-
ple begin to see the margins that
they're writing that business at and
understand their return on that, one
can only hope they can begin to see
the error of their ways. Meanwhile,
they're living off the fat of their
property cat premiums."

"The overall profitability or mar-
gins is continuing to slip, so you'd
like to think that will cause pressure
on the casualty side to eventually
turn the cycle, but we've seen no ev-
idence of that yet," said NAC Re's
Mr. Malvasio. However, he said he
hopes this pressure soon will force
rate improvements.

SCOR Re's Mr. Karter also noted
the insurance industry can no longer
rely on investment income. "Overall,
the reinsurance industry, as the
whole industry, is dependent 6n un-
derwriting profits for its results," he
said. "You can forget about invest-
ment income. You can't run your
business loolcing to investment in-
come to bail you out, so the reinsur-
ance industry and the primary in-
dustry ought to recognize that and
take a market posture accordingly."

IRM to manage Risk Exchange

HAMILTON, Bermuda-Captive
manager International Risk Man-
agement (Bermuda) Ltd. on Jan. 1
will take over as manager of the
Risk Exchange Assn., a Bermuda-
based captive reinsurance exchange.

Graham Brice, president of IRM,
said his company bid for the Risk
Exchange management contract
against three other bidders.

The exchange had been managed
by Skandia International Risk Man-
agement Ltd. Robert J. Rosser, vp at
the captive management subsidiary
of Sweden's Skandia Group, said,
"We understood that the members
of the association were pleased with
our 10 years of service but that they
were interested in expanding capac-
ity."

Skandia's U.S. reinsurance unit,
Skandia America Reinsurance

Corp., withdrew as lead underwriter
of the exchange Jan. 1, 1993, as part
of a change in its business strategy
(BI, April 26). It was replaced by
Sphere Drake Underwdting Man-
agement (Bermu(la) Ltd.

The Risk Exchange derives its ca-
pacity from capital committed by
each of its 12 member captives and
from its lead undenMriter. Sphere
Drake provides up to $2 million of
casualty capacity and $500,000 of
property capacity on any one pro-

gram.

Substantial additi6nal capacity is
expected to come into the Risk Ex-
change from Chubb Atlantic Indem-
nity, a unit of Chubb Corp., and
from reinsurance pool Hopewell In-
ternational, both of which are man-
aged by IRM.

-By Roger Scotton
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Antitrust case to continue

Settlement not 'realistic prospect' in insurance litigation

By JUDY GREENWALD

SAN FRANCISCO-Nearly half a
year after the Supreme Court sent
the massive insurance industry anti-
trust case back for trial, neither side
sounds optimistic about settling the
dispute soon.

In separate status reports filed
with US. District Judge Charles
Legge before a Friday conference,
both the 20 state attorneys general
and the 32 industry defendants
present their views of the case and
advise the judge on how to proceed.

In urging the judge to permit ex-
tensive pretrial information-gather-
ing, the plaintiff states contended
that "defendants will not engage in
meaningful settlement discussions
until they are assured that the liti-
gation cannot be further delayed.
Allowing plaintiffs to proceed with
discovery will not only advance the
litigation but also enhance settle-
ment opportunities.”

The insurance industry defen-
dants argue, however, that discovery
should be restricted to a more lim-
ited "issues-narrowing process."

Several settlement talks have al-
ready been held over the course of
the litigation, the plaintiff states dis-
closed.

The primary insurer defendants
said in their report that "settlement
does not appear to be a realistic
prospect at this time," while reinsur-
ers similarly say a court-supervised
settlement conference "would not be
productive at this time."

The case will be heard by Judge
Legge, 63, who has described him-
self as a moderate Republican. He
was appointed to the bench by Pms-
ident Reagan in 1984. Previously, he
specialized in business litigation at

Superfund reform

Continued from page 2

First, any federal agencies identi-
fied as potentially responsible par-
ties would pay their share of site
cleanup costs out of their operating
budgets.

Second, in exchange for being re-
lieved of liability for cleanup cover-
age claims from policyholders, a
proportion of the proceeds from the
new insurance tax would be applied
to reduce the costs of the remaining
PRPs.

Insurers, though, still would have

N.Y. court orders

new libel trial

NEW YORK-New York's highest
court has thrown out a $15.5 million
libel verdict against Capital Cities
Communications Inc., ordering a
new trial in the case of a man who
was wrongly identified by the com-
pany's former Buffalo, N.Y., televi-
sion and radio stations as the victim
of an organized crime beating.

John Prozeralik, a Niagara Falls
restaurateur, alleged in a lawsuit
that his reputation and business
were destroyed by 1982 broadcasts
on the stations, which New York-
based Capital Cities sold in 1986.

In ordering a new trial, the New
York Court of Appeals last month
ruled that a tkial judge improperly
instructed a jury that the TV station
followed up its false broadcast with
a false retraction, claiming that the
PBI had identified Mr. Prozeralik as
the beating victim The jury should
have been allowed to decide

whether the retraction was false, the

the San Francisco law firm of Bron-
son, Bronson & MeKinnon.

The judge is "respected and
hard-working," said A. James Rob-
ertson Il, an attorney with Howard,
Rice, Nemerovski, Canady, Robert-
son, Falk & Rabkin in San Fran-
Ccisco.

"He's not probusiness, he's not an-
tibusiness," Jerome Braun, an attor-
ney at Farella, Braun & Martel in
San Francisco, who described him-
self as a good friend of Judge Legge
"He's one of the hardest working
judges and | think he tries very hard
to decide the case according to the
law."

In its 5-4 decision on June 28, the
Supreme Court established very
narrow grounds for a trial court to
find that the defendants' alleged at-
tempt to limit liability coverage in
the mid-1980s constituted a "boy-
cott" (BI, July 5).

The insurance industry's exemp-
tion from federal antitrust laws con-
tained in the McCarran-Ferguson
Act does not extend to boycotts or
coemion.

Following the Supreme Court de-
cision, the case was sent back first
to the 9th U.S. Circuit Court of Ap-
peals, then to Judge Legge for dis-
covery proceedings and trial.

uUntil now, the courts have as-
sumed that the states' allegations
against the industry defendants are
true. The discovery process leading
up to a trial could take years, and
the entire process could cost both
sides millions of dollars.

Full discovery should take place,
though, the 20 plaintiff states say in
their status conference statement.
While only 19 states presented their
case to the Supreme Court, both
sides have agreed to let Florida,

to respond in situations where thair
policies explicitly obligated them to
pay Superfund costs or respond to
government cleanup orders.

Under the third step, the balance
of costs to clean up a priority site
would be divided among large
PRPs-as a group-and the federal
Superfund.

l.iability would be assigned
through a yet-to-be determined ad-
ministrative process but would be
based on "objective" factors and not
on the ability to pay. This same then

For the Record

appeals court found.

The appellate panel also threw
out the $10 million punitive damage
portion of the award.

However, a 6-1 majority of the
high court panel also rejected Capi-
tal Cities' motion to dismiss the
case, finding "sufficient and con-
vincingly clear evidence" to present
the case to a jury.

Georgia can collect

punitive award: Court

ATLANTA-The state of Georgia
can collect $75 million of a $101
million award against General Mo-
tom Corp. after the state Supreme
Court upheld a state punitive dam-
ages statute.

The parents of Shannon Moseley,
who was blled in a 1989 accident in
his GMC pickup truck, claimed that
the law apportioning 75% of prod-
uct liability punitive damage
awards to the state was unconstitu-
tional (BI, March 15). The teen-ag-
er's parents were awarded $101 mil-

which did not join the case until
1991, consolidate its action with the
other cases (BI, Nov. 25, 1991).

"After the five years consumed by
defendants' broad-based motions to
dismiss, all of which were denied,
discovery should begin in full,” the
states say. There should be no limi-
tations on discovery or other limits
"on moving this litigation toward
trial.”

Under a proposed schedule sub-
mitted by the plaintiff states, the
states would file complaint amend-
ments by Jan. 31, 1994. Motions, de-
positions and discovery would then
take place, with the first day of trial
scheduled for May 1, 1996.

But, primary insurer defendants
criticized that schedule for failing to
simplify the issues before discovery.

"We believe that a more efficient
plan of case management w6uld be
first to conduct an issues-narrowing
process ..so that (1) unduly broad
and wasteful discovery can be
avoided and (2) potential dispositive
issues can be identified at a rela-
tively early stage,” the defendants
said. This process would focus "on
the facts which plaintiffs claim are
szificient to meet the Supreme
Court's boycott standard and to
prove the allegations remaining af-
ter the court's decision," they said.

The reinsurers say they generally
support the procedure suggested by
the primary defendants. But, they
add, they would also like the court
to rule on motions originally filed in
1988. Deferred at the time, those
motions call for dismissal of the case
against domestic reinsurers and the
Reinsurance Assn. of America on
the grounds that there was no evi-
dence they had entered into any un-
lawful conspiracies. Tul

would be used to apportion the ag-
gregate liability of large PRPs.

Finally, the federal Superfund
would pay for the shares of miRsing
PRPs, such as firms that have gone
out of business, as well as very small
firms and maybe local governments.

Advocates of the hybrid approach
cite a number of advantages includ-
ing a significant reduction in trans-
action or legal expenses.

The proposal could be presented
to the administration once a final

draft is completed. le,

lion in punitive damages and $4.2
million in actual damages (BI, Feb.
8).

The state high court, though,
unanimously ruled that the law does
not violate equal protection and is
not a revenue-raising measure.

GM is appealing the award.

Information in brief

Minneapolis-based Express Air-
lines Il has hull and liability insur-
ance to cover claims stemming from
a commuter plane crash in Minne-
sota last week in which 18 people
died. - . .Willis Corroon Group P.L.C.
hopes to raise $101 million in an ini-
tial public offering of about 56% of
the common stock of its Gryphon
Holdings Inc. unit in a continuing
effort to withdraw from the under-
writing business....Dow Chemical
Co. and Corning Inc., the parent
companies of Midland, Mich.-based
Dow Coming Corp., have been dis-
missed from more than 3,000 federal
lawsuits involving silicone breast
implants. mm

U p i hbdate =

Salomon Lloyd's fund alive

LONDON-Salomon Brothers International Ltd., the London-
based U.K arm of the New York investment bank, vociferously de-
nies rumors circulating through Lloyd's of London that it is on the
verge of abandoning its planned $300 million corporate capital fund.

A spokesman did confirm that Salomon had failed to meet a self-
imposed Dec. 1 deadline for raising the capital and had been granted
an ectension by Lloyd's until Dec. 17. "This is not a problem, and we
am not the only one to do this. We were under the pressure of time.
l,loyd's has said that all the deals could have used a little more time,"
said the spokesman for Salomon, which five weeks ago teamed up
with Johnson & Higgins to launch the venture.

Salomon Brothers is still confident of raising "between $200 million
and $300 million" through private placements.

Securing capacity within Lloyd's has not proven to be a problem
for Salomon Brothers, despite its decision not to link with a Lloyd's
members agent, he said. "Capacity is not an issue; we are very happy
with it, and we are happy with investor interest."”

AMmMtrak crash losses insured

KISSIMMEE, Fla.-Amtrak has more than $75 million in liability
coverage above a retention that would apply to a passenger train
crash last week.

Amtrak has a $25 million self-insured retention and has $75 million
in coverage from Bermuda-based Transportation & Railroads Assur-
ance Co. Ltd. and Railway. Assn. Insurance Ltd., said Rodney
Schraven, Amtrak's lisk manager. TRAC offers limits of $25 million
excess of $25 million, while RAIL offers limits of $50 million excess of
$50 million. Amtrak also has excess liability coverage from Bermu-
da-based X.L. Insurance Co. Ltd., but losses from the crash would not
trigger that coverage, he said.

The train was en route from Tampa to New York when it struck a
truck stalled on the tracks. Sixty people were treated for injuries and
eight were hospitalized.

Roundtree Transportation of Jacksonville, Ela., the trucking firm,
would not comment.

Insurers oppose NAIC formula

HONOLULU-The National Assn. of Insurance Commissioners is

considering a more conciliatory risk-based capital formula for proper-
ty/casualty insurers, but insurers say it is still too arbitrary and puni-
tive.

Insurance regulators were scheduled to vote at this week's NAIC
winter meeting on the latest draft.

The new formula, adopted Nov. 23 by an NAIC subcommittee,
would reduce-at least in the first year-the weight of a factor in the
formula designed to measuip the likelihood of muiltiple risks occur-
ring simultaneously. It also would reduce the penalty for investment
in affiliated non-US. insurers and non-insurance atfiliates.

If adopted by the NAIC, insurers would be required to use the new
formula for their 1994 annual statements.

But, insurers say the latest draft still would give some insurers an
undeserved poor rating. For example, a company whose major asset is
a non-insurance affiliate-like a bank-would be unfairly penalized,
said Richard Hefferan, vp and general counsel at the Alliance of
American Insurers in Schaumburg, Il

Briefly noted

A Pennsylvania workers compensation reform package that takes
effect Jan. 1 will reduce rates by at least 6.7% and cut premiums by
about $300 million annually, says knsurance Commissioner Cynthia
Maleski. Employers can obtain an additional 5% one-time rate reduc-
tion by implementing various voluntary safety standards... .Continen-
tal Risk Management and Discover Re Managers Inc. have agreed in
principle to produce and underwrite direct excess coverage for work-
ers comp risks. Discover Re will market, and underwrite the policies,
which will be written on Continental Insurance paper. Discover Re
will reinsure a portion of the business... .Lagalle Re Ltd., a Bermu-
da-based reinsurer formed by Aon Corp., CNA Insurance Cos. and
Corporate Partners, has raised more than $370 million in capital and
is now accepting submissions from brokers (Bl, Nov. 1)... .Harold J.
Clark will become president and chief operating officer of United
States Aviation Underwriters Inc., manager of United States Aircraft
Insurance Group, effective Jan. 1. He mplaces John V. Brennan, who
will remain chairman and CEO until he retires next July. . . .ACE Ltd.
has filed a registration statement for a secondary offering of 8 million
common shares now held by a group of its shareholders. The offering
follows ACE's sale of 21.4 million shares in an initial public offering
in March... .Citing uncertainty in the medical malpractice market,
Moody's Investors Service lowered the senior debt rating of The St
Paul Cos. Inc. to Aa3 from Aa2. Moody's also lowered the insurance
financial strength ratings of members of St. Paul's intercompany pool
to Aal from Aaa. The insurer is the nation's largest provider of mal-
practice coverage...A federal jury convicted California insurance
lobbyist Clayton R. Jackson of racketeering, conspiracy to commit
mail fraud, money laundering and obstruction of justice. Mr. Jackson,
who lobbied for the Assn. of California Insurance Cos. and the Ameri-
can Insurance Assn, was found guilty of, among other things, bribing
former state Sen Alan Robbins, D-Van Nuys, who headed the Senate
Insurance Claims and Corporations Committee. Mr. Robbins resigned
in 1991 and turned government witness (Bl, Nov. 25, 1991). . . .Court
procedures designed to streamline civil litigation became law last
week despite a hard lobbying campaign to change them. The amend-
ments to the Federal Rules of Civil Procedure include a rule requinng
litigants to exchange basic information, including insurance detAilq,
before discovery begins (Bl, July 26).
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71,e snowshoe raUit
changes color with tlle
season, adopting a
101'ite coat in winter
and a brown coat in

summer. 71:is change,
whict: is gouerned 4
the shortening length
of clay, enables tile
rabbit to blend into its

background for

protection.

The Ab;lity 3 Adapt To The Env1 ronment

Is Neeessary For Jurvval In Nature
And 6 Benefits Management

In nature, tlle ability to cliange and adapt is required for survival. In
managing employee benefits programs, it s also becoming a necessity.

Tile Mutual of Omaha Companies recognize this need. Our experience in
developing and offering PPO, EPO, HMO and point-of-service plans gives us
tlle ability to worb witll companies to design benefit programs tllat can meet their
cnanging needs. Our years of experience liave tauglit us tlle best ways to prepare
for cliange - and tlierefore, we're ready to lielp benefits managers
meet it.

Nature is experienced at managing cliange. And = are we.  ligiv.vil _fill

Find out wliat tlie Mutual of Omalia Companies Group
Operation can offer your company. Call Patricl2 Moesckler, M[mii,L.e/Omi]Hil

Compomes

1-800-8877-1052. - - - Glii-pope.irmon

The Managed-Cost Professionals-



