0 »925](G46

FUL<foO

Entire contents copyright 1997 by

Reporting Weekly on Corporate Risk, Employee Benefit and Managed Health Care News / $4

FEBRUARY 10,1997

Updates

Acordia sale likely as Anthem

shifts away from P/C business

INDIANAPOLIS-INn a move that could sig-
nal still more brokerage consolidation, Anthem

Insurance Cos.

Inc. announced late last week

that it has retained Credit Suisse First Boston

to explore the possible sale of its Acordia Inc.
subsidiary's property/casualty brokerage busi-

ness.

Anthem, an Indianapolis-based mutual in-
surer with pending merger agreements with

the Blue Cross & Blue Shield plans in New Jer-
sey, Delaware and Connecticut, owns 67% of
the world's seventh-largest broker.

Crain Communications Inc. All rights rese/ed

See Updates on nert page

New York City eyes partner mandate

Councilman seeks to copy controversial San Francisco rule

By MICHAEL PRINCE

NEW YORK-Lawyers for the
New York City Council have been
asked to draft a domestic partner
benefits ordinance similar to the
one San Francisco adopted late
last year.

The New York bill's backer,
Councilman Tom Duane, D-Man-
hattan, wants the New York bill to
be modeled on the San Francisco
ordinance that requires city con-
tractors to offer their employees
domestic partner benefits equal to
the spousal benefits provided.

At the same time, controversy
over San Francisco's ordinance,

which becomes effective in June,

continues to build.

Mr. Duane expects a draft of the
New York ordinance to be completed
within two months. After that, the bill
will be introduced to the council for as-
signment to a committee and debate,
whichMr. Duanepredicts will occurby
surnrner.

"This is another step towards
equality for people who are not al-

lowed to be married or choose not

to be married, primarily the les-
bian and gay community," said
Mr. Duane, an openly gay council
member. "Whatever benefits are
provided to married employees
should be provided to their em-
ployees with domestic partners. To

not do so is discrimination.™

Budget plan targets
captive deductions

By JERRY GEISEL

WASHINGTON-The Clinton administration is renewing and
stepping up its attack on captive insurance companies, with twin

proposals aimed at curbing captive tax breaks.

Tueked into the massive proposed federal budget for 1998 is a

provision-revamped and significantly expanded from a 1995

proposal-that would throw premium deductions for most captive

owners into doubt.

The budget package, sent to Congress last week, also would re-

vamp how the federal government pays health maintenance orga-

nizations for providing coverage to retired workers and would
provide subsidies for COBRA health care

premiums paid by lower-income workers

0 5 ."414: who lose their jobs, as well (see story, page

21).

Like the 1995 proposal, the latest captive

e.:-1.1 provision would bar a "large"™ captive

shareholder or owner from deducting pre-
miums paid to the captive if more than 50%
of the captive's net written premiums were

attributable to the insurance or reinsurance

of large shareholders' risks.

While large shareholders are not defined,

President Clinton

captive experts-based on what the admin-

istration earlier proposed-believe large

Mr. Duane's proposal differs
from San Francisco's in one major
provision. The San Francisco bill
requires coverage only for those
partners registered with the city.
New York also has a registration
policy for domestic partners, but
the proposal would permit all em-
ployees with a domestic partner to
apply for the coverage, not just
registered couples. Couples should
not be required to make a public
statement about their status in or-
der to receive the benefits, Mr. Du-
ane said. His proposal would re-
quire employees to provide some
proof of their partner status to em-
ployers, he said.

See Partners on page 13

+ » Disputed decrees

Ffansisco's ordinance and New York's proposal will
uire all city. centractors to offer domestic partner benefits

lider the, following terms:

4 San Fra¥isco #*tilnce covers only registered domestic

1 -Ne\,Cfork gibpos'al wouldeover anyone ofterillProof of

s . Partner beltemun 44-be equal to S;s-at benefits.

3 i56mpanyean *B**al b9pefils to 44alify as-, collir¥#f. i
*mployees moftlia£§0¥ ailditional Br,mimp for partner .tlil}l &

Z-Fmployers'¢*he e*em0!11'they show th6ycou[[11t obtal'LS:

1S, benefits.,.,r'.;

Builders seek better protection

Group aims to minimize building defect liabilities

By JOANNE WOJCIK

SACRAIVIENTO,Calif.-Agroup of
California homebuilders and their in-
surers are constructing a campaign to
limit their exposure to building defect
litigation.

The fledgling organization, called
the Coalition for Quality Affordable
Housing, filed incorporation papers
with the Secretary of State's Office
last week and is expected to hire an
executive director by the end of this
week.

Once the coalition is up and run-
ning, it will seek legislation to limit
builders' liability for construction de-
fects by:

- Adding a binding arbitration

clause to sales contracts.

- Halting the application of the

Montrose decision in building-defect
cases. The 1995 ruling in Montrose
Chemical Corp. ofAmenca vs. Admi-
rat Insurance Co. adopted a continu-
ous trigger theory in pollution liabili-
ty cases

« Instituting a program of home
warranties modeled after a program
run by the National Home Builders
Council in Great Britain.

= Providing a definition of "latent
construction defect.”

An insurance association is sup-
porting the coalition's goals.

Michael Pattmson, president of
Barratt American Inc., a Carlsbad,
Calif.-based homebuilder, outlined
the coalition's 1997 legislative agenda
during the recent annual conference
of the Orange Empire Chapter of the
Risk & Insurance Management Soci-

ety Inc. in Brea, Calif.
"San Diego County is a hotbed of
litigation," Mr. Pattinson told RIMS

members.

And the awards and settlements
have pushed liability insurance rates
for California homebuilders through
the roof.

For example, many builders may
have to pay $650,000 for a $1 million
liability policy with a $250,000 de-
ductible, he said.

Some contractors can't get coverage
at all if they ever were involved in
housing projects with common areas
such as condominiums, townhouses
and some single-family communities
with homeowners associations. A rise
in building-defects suits and sev-
eral multimillion-dollar settlements

See Building on page 23

INnsurers enter bidding
for Golden Eagle book

shareholders would be parties that own at least 10% of a captive.

To comply with the new test, most captives would have to in-
crease significantly the amount of third-party business they do in
order for owners to continue to be able to deduct premiums paid
into their insurance subsidiaries. That would be difficult for most
captives to do.

The new 50% test would be a significantly higher standard for
tax deductibility than those that courts have held. Several courts
in the early 1990s ruled that a captive owner could take a tax de-
duction for premiums paid to its captive even if as little as 30% of
the captive's premiums came from unrelated third-party business.

Going far beyond the 1995 proposal, the latest captive provision

See Budget on page 21

TO SUBSCRIBE CALL

1-800-678-9595

By DOUGLAS McLEOD

SAN DIEGO-A bidding war may be heating up
for the business of Golden Eagle Insurance Co. as
California regulators spell out details of the alleged
mismanagement that triggered their seizure of the
insurer Jan. 31.

Acting only days after the takeover, the California
Insurance Department last week announced a reha-
bilitation proposal in which Golden Eagle's workers
compensation and property/casualty business would
be transferred into a newly formed company backed
by Superior National Insurance Co., units of Zurich
Centre Group and Insurance Partners L.P.

San Diego Casualty Insurance Co., a newly created
insurer, would take over Golden Eagle's book with
reinsurance support from Zurich Centre.

Superior National would provide underwriting,
claims management and other services and would
also eventually assume a portion of the business,
though it will not assume obligations on Golden Ea-
gle policies written before March 1, said Tom Boggs,
a Superior National senior vp.

To support the expansion, Superior National's
publicly traded parent plans to sell $65 million innew
common stock, half of which will be bought by

See Takeover on page 20
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last week seized Golden Eagle Insurance Co.
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Anthem considers P/C sale

Continued from premous page

Recently, however, Anthem has focused exclumvely on health and man-
aged care busmess and has gradually sold non-health care operations

In 1996, a httle more than half of Aeordla's $661 milhon in revenues
were denved from property/casualty brokerage busmess The remaining
revenues were denved from the sale and servicing of Anthem life and
health msurance products Credit Swsse First Boston is explonng the pos-
mble reorgamzation of Acordia's health busmess

"We are extremely proud of the brokerage busmess which Acordia has
built," L Ben Lytle, president and chief execulnve ofheer of Anthem, said
m a release "Histoncally, it has financially outperformed its competltors
However, we have determined, prehminarily, that the property/casualty
brokerage business and the structure of the current busmess relationship
between Anthem and Acordia may no longer be consistent with Anthem's
mission Therefore we beheve that m hght of the brokerage industry con-
sohdation, that now may be an opportune time to capitilize on the value
of Acordia's brokerage busmess "

Frank C Witthun, president and CEO of Acorcha, is optimistle about
Acordia's future

With a contmued focus on the middle market, Acordia has gained sig-
mficant market share over the years by acqulnng such brokers as Robm-
son-Conner Inc , Amerlean Busmess Insm ance Inc, Pettt Morry Cos and
Bain Hogg Robinson Inc

"We've got a very good management though our acquisitions and feel
confident we will keep our management,"” Mr Witthun said

Acordia hopes to capitalize on the brokerage consohdation movement
that has occurred in the recent year, Mi Witthun said

Acordia could be of mterest to a foreign buyer or a buyer "outside the
realm of an (Insurance) mdustry partner," he said

What Acordia is not Interested m is a management buyout "There is no
mtention of management to lead an effort' m that direction, said Keith
A Maib,Acordia's execubve vp andch.effinancialofficer

ERISA pre-empts provider law

LITI'LE ROCK, Ark -Arkansas' Patient Protection Act, which re-
gun'es health plans to accept any health care providers will.ling to meet a
plan's terms and conditions, is pre-empted by the Employee Retirement
Income Security Act, the U S District Court for the Eastern District of
Arkansas ruled

In his Jan 31 opinion, Judge James M Moody permanently enjoined
the act's enfoicement, ruling the state's any-wilhng-provider provision,
known as the Patient Protection Act, "has a direct impact on the struc-
ture, content and administration of health benefit plans which triggers
the pre-emptive provisions of ERISA " ERISA pre-empts state laws that
"relate" to employee beneht plans He did rule, however, there was msuf-
ficient evidence "of a direct or acute Indirect economic impact " Over the
past few years, managed care organizations in several states have opposed
any-willing-provider statutes, arguing that such laws leopardize their
ability to ensure quality and control costs

In 1995, the Arkansas Legislature passed the Patient Protection Act
with the intent to give patients the nght to choose the health care provider
of their choice

Prudential Health Care Plan Inc, HMO Partners Inc, Arkansas AFL-
CIlO, Tyson Foods Inc and the United Paperworkers International Union
challenged the Act, claiming it essentially changes the terms and condi-
tions of benefit plans by nullifying limited panel networks and ellminat-
mg gatekeeper functions

In a release, Norme Yukon, executive director of Prudential Insurance
Co of Amenca's health care plan m Arkansas, said she is pleased with the
ruling "The ruling benefits employers because it safeguards their ability
to offer high-quality, less expensive health care benefit plans to their em-
ployees "

On the other hand, David Wroten, executive vp for the Arkansas Medi-
cal Society, which helped draft the Patient Protection Act, said m a re-
lease "The people of Arkansas are the real losers With an overwhelming
voice through testimony, letters and phone calls to legislators, the people
of Arkansas said they wanted freedom to choose their health care
providers Yet the insurance mdustry has used a federallaw known as
ERISA to hijack the m11 of the people even though ERISA was ongmally
mtended to protect patients, not msurance companies”

Mr Wroten said the case is being appealed

Liberty Re is relaunched

LONDON-Liberty Mutual Group s seting up a London reinsurance
subsidiary nearly two years after it originally planned to open the umt

Liberty Re Ltd will have $400 milhon in capital John Engestrom, for-
mer chief executive officer of Mercantile & General Remsurance Co
PLC, has been named Laberty Re's CEO M&G Re was bought by Swiss
Reinsurance Co last year (Bl, Sept 3,1996)

"Liberty Re w11 be the global reinsurance unit of Liberty Mutual m
Boston," said Mr Engestrom

The reinsurer w11 write a broad range of remsurance, from
propertwcasualty business to life and health reinsurance, he said

Liberty Re wnll work more closely wit. its clients than most reinsurers,
offeclng such services as claims management and product design, Mr En-
gestrom said

The launch of Liberty Re is the second attempt by liberty Mutual to es-
tablish a global relnsurer m London

See Updates on page 22

Errors & omissions

» The Public Risk Management Assn willl sponsor a government nsk
management seminar in San Diego Feb 24-28 The cost of the conference
is $650 for PRIMA members and $760 for non-members For more infor-
mation, contact PRIMA at 703-528-7701 A Datebook hsting Incorrectly
reported the cost of the seminar

Superfund reform redux

Calls to repeal retroactive liability continue, legislators say

By MARK A. HOFMANN No Superfund reform legisla-

tion has yet been introduced in

the House

House Ways
and Means

— Chairman
William Archer

WASHINGTON-Congressional
efforts to repeal Superfund
retroactive liability will continue,

However, a third speaker at the
conference-Sen Don Nickles, R-
according to two key House Re- endorses re-

publicans

Okla -used the occasion to praise
peal of Super- a reform bill introduced in the

fund's regime Senate

Both House Ways and Means
Commiittee Chairman William , of retroactive S 8 introduced by Sens John
Archer, R-Texas, and Transporta- Zf T ||ab|||t Chafee, R-R |, and Robert Smith,
tion and Infrastructure Commit- y’ R-N H. would not provide broad
tee Chairman Bud Shuster, R-Pa, retroactive liability repeal, but It
defended the broadest possible re- Insurance Agents & Brokers' leg- would restrict Superfund's impo-

peal of retroactive liability m sep- islative conference in Washington sition of Joint and several liability
arate addresses to the Council of last week See Superfund on page 10

Retirees questioned use of plan assets to pay costs

US West settles pension suit

By JERRY GEISEL reeived class-action status, out of plan assets
sought $30 million to be paid back While US West said its actions
ENGLEWOOD, Colo -Tele- in:O the pension plan followed federal law, It agreed to
communications giant US West US West said its actions were settle the lawsuit to end litigation
Inc will absorb $8 million in fu- proper and that the Employee Re- expenses
ture pension administration plan tirement Income Security Act "It came down to a semantic dis-
costs to settle a class-action suit specifically allows employers to pute over the interpretation of
filed by retirees pay plan administrative expenses highly technical language We de-
The proposed settlement would out of plan assets-if plan docu- termined that we'd rather put
end a 2->ear-old lawsuit filed by a ments give employers permission money in the pension fund, where
retired employee who alleged that to do so it will ultimately benefit retirees,
US West was not authorized by its Plaintiffs contended, though, than spend it on attorneys fees for
defined benefit pension plan to that the language in US West's this needless litigation,” said
pay administrative expenses from benefit documents were not clear Sharon Naylor, vp-human re-
plan assets The suit, which later or what expenses would be paid See US West on page 13

New Jersey issues new rules
to protect HMO patients

TRENTON, N J -New HMO to appeal a decision to deny or dent organization That report will
regulations, including an "HMO limit coverage, first within the be reviewed by the state
consumer bill of rights/' take ef- HMO and then through an inde- The regulations are the result of
fest March 15 in New a two-year effort involving the

rhe independent utilization re- state's Department of Health and
view organization will issue non- a committee of HMOs, physicians

» Only doctors can decide to binding recommendations on cov- and consumers The growth of
deny or hmit coverage erage appeals, and the HMOs must HMO enrollment in the state to

« Consumers must have a choice report to the state health depart- more than 2 million people
of specialists ment whether they will accept or prompted Health Commissioner

= "Gag rules" that prevent reject the recimmendations Len Fishman to rewrite the 1974
physicians from discussing non-
covered treatments with patients w.11 also compile a yearly report protections
wi_1 be e_iminated "These are the most progressive,

* HMOs are requited to disclose publish the results of enrollee sat- consumer-oriented regulations in
to patients their payment arrange- istaction surveys Every three the country,” Mr Fishman said in
ments with doctors years, each HMO will also under- a statement

+ Cons imers must have the right go a quality review by an indepen-

jersey pendent organization
Among the patient rights out-
lined in the regulations

The health commissioner's office regulations and add consumer

card of each HMO m the state and

-By Mkhael Pnnce

Deadlines nearing for directories

The deadlines are approachmg for companies to re- appear in the March 17 issue, which also wlll contain a
turn questionnaires to be listed m two Busmess Insur- report on risk management services The extended
ance annual directories deadhne for returning questionnaires is Feb 26

The directory of employee benefit information sys- If your company has not received a questionnaire to
tems wlll appear in the March 3 issue, which also wlll be listed m either of these directories, please request one
contam a report on benehts administration and online immediately from Assistant Directory Editor Richard
resources The extended deadlme for returnmg ques- Tkout at 312-649-5483
tionnaires Is Feb. 14 There is no charge to be hsted in these Bl directones,

The directory 6f risk managementconsultants w111- companies need only bll out and return a questionnaire
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Guaranteeing security .. .

Financial guarantee insurers poised for growth

By JUDY GREENWALD

nicipalities interest costs

mi,.51111-1=,i,29=18:=7 . 1==r.131=2,5,=E=C,":=r=:,"ra -
. ' Under a pew, li s introduced
1 -
Financial guardntee insurers clai d a suers must now request and pay a e to E e Ri=irist
AMBAC
greater percentage of the total municipal S&P for their bonds to carry an insurel's .
o
bond market in 1996, a year in which the AAA rating 25.6% Falc  '32msese
number of bond issues also increased The Insured AAA bonds typically trade at the 16.8%
outlook for 1997 is also positive, though fi- same level as "natural,” or uninsured,
nancial guarantee insurance companies strong A or AA bonds
continue to diversify into other areas- In 1996, insured bonds totaled $85 bil-
most notably international business and lion, or 46 3%, of the total $183 7 billion in MBIA
insuring asset-backed securities-for addi- new bonds issued, according to the New 44 .6%

tional growth York-based Public Securities Assn

For municipalities looking to buy insur- This was a 24 1% increase over the $68 5
ance for their bond offerings, the market billion in new bonds insured in 1995, when
remains competitive a total of $160 3 bilhon m new municipal bonds

Municipal bond insurers traditionally were issued Insured bonds accounted for 42 3%
confer their own AAA ratings on the lower- of the overall volume m 1995

rated bonds they insure, which lowers mu- See Bonds on page 22

CApMac
0.4%

Others
1.0%
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No curtain calls expected for theater suit

: By EDWIN UNSWORTH

Tum s alter ego, actor David Hibbard, and a

Hawaii

OKs suits
against

comp
iNnsurers

By ROBERTO CENICEROS

HONOLULU-Some insur-
ers worry that a recent Hawaii
Supreme Court decision allow-
ing employees to sue workers
compensation insurers could
generate new lawsuits and in-
crease their costs

Employers, though, are not
as alarmed and say that proper
claims handling should avoid
such a exposure

In addition, in a soft workers
comp market, such an expo-
sure is unlikely to force rates
higher, one risk manager says

"Our overall concern is that

number of other parties the Shubert Orgam- this ability to sue insurance

LONDON-Theatrical producers and their zation a co-producer and owner of the theat€r, companies for bad faith is

¢ insurers are not raising their hackles over "Cat, Director Trevor Nunn, Co-Producer probably going to drive the
whether a New York court will decide that Cameron Mackintosh, tte composer Sir An-

- Rum Tum Tugger acted too much the alley cat drew Lloyd Webber, and his theatrical compa- Sorich, assistant vp of the Na-

when he made amorous advances to an audi- ny, the Really Useful Group

ence member during a Broadway stage perfor-
mance of the hit musical "Cats "

I

cost of claims up,"” said Sam

tional Assn of Independent In-

The incident leading to her action happened surers in Sacramento, Calif
in January 1596 when Ms Amato attended a
In London and New York, members of the shoing of "Cats,"

With allegations being made,

and Rum Tum Tigger, id- claims handlers "are going to

insurance and theatrical commmunities said noring her renstance, twice pulled her up from have a Sword of Damocles
they believe that even if the plaintiff in a re- her lourt) rew orchestra seat to get her :0 hanging over their heads"
cently filed lawsuit wins her case-and they dance with him This, followed by his leaping when they try to settle workers
acknowledge that any award IS hkely to be onto the arms of her seat once she had regamed comp claims, he said The
paid by insurers-she iS unlikely to win a big it and making lewd gestures, caused her dis- threat of a lawsuit could pres-
damage award More importantly, they do not tress embarrassment and a disruptec love life sure some insurers to decide
believe the action heralds any trend toward with her fiance, according to the suit Ms An- cases more liberally in favor of
audience litigiousness or emerging insurable ato's attorney filed late last month in the Nev

PHOTO MARTHA SWOPE . .
risks to the theater community

Evelyn Amato 15 seeking $12 million in com-
pensatory and punitive damages from Rum

The lawsuit against Broadway show 'Cats’ Is
not expected to prompt other, similar actions

York Supreme Court in Manhattan
The suit b> Ms Amato seeks damages for

See Theater on next page

Banks interested in agency partnerships

By RODD ZOLKOS tance and potential ,,0O
partnerships with
ATLANTA-WIith the dooi s agents

"The world of in-

take risks,"

now open to the insurance mar-

ket, many banks are expected to surance vs banking

take advantage of the income- isn't so much 'vs '

producing opportunities that in- now," said Douglas AMERICAN

surance can provide C Winkley, vp with BANKERS
But there are a number of key INTRUST Bank ASSOCIATION

considerations bankers must re- N A in Wichita,

Washington

solve on the way to selling insur- Kan, at the Ameri-

banks' resources and the insurance market will probe-
your willingness to bly be in the area of "transac-

' said Ed tional-related opportunities,"”
Armstrong, a manag- such as offering auto insurance
ing director with Acn to car loan customers, Mr Arm-
Specialty Group's strong said

Risk Management

To realize those opportunities,

Services unit m he expects to see new Joint ven-

tures between banks and insur-

"It really doesn't ance agents, along with new
matter if you're in in- ways to compensate banks f or

ance, many of which will surely can Bankers Assn 's annual Se- come-producing activity in your selling insurance products
have implications for bank risk curity, Audit and Risk Manage- bank You're probably going to Banks will target personal

managers

Although their entry into this in Atlanta

ment Conference held last month be involved," Mr Armstrong told lines business at first, but eien-
bank risk managers during a tdlly they could expand mto com-

market has long been opposed by In the wake of recent court rul- conference session on insurance merciallmes coverage for corporate

independent insurance agents, ings, "The only barriers left are income opportunities for banks
Banks' first opportunities in

banks now see signs of accep- your own inventife minds, your

clients

See Banks on Fage 15

Taking stock of balance sheet risks

By RODD ZOLKOS

Audit and Risk Management ACE Ltd in Hamilton, Bermu- traditional cover to a tracitional

Conference last month in At- da On the other hand, he said, policy butona multiyearbasts,"Mr

ATLANTA-INcreased aware- lanta

adequate capacity might be Fredenco said

ness that unforeseen events can The "what if?"” scenarios that available in the market to cover

Typically, the insurer assumes a
lower shareholder value IS risk managers must examine some "uninsurable" exposures- large amount of risk and the acd-
prompting many risk managers could involve a single event or such as pollution liabilities, ons havea highprice, he noted
to look for new ways to protect combination of events that pre- product warranty or recall or a- Another way afobtaining balance
their companies' balance sheets vent the company from execut- bestos liability-but at too high sheet protection is through a "con-
Today, the first question a risk ing its business plan Such oc- a premium to be cost-effective tingent equity” approach Under
manager or other company offi- currences could include econom- There are various other ways such a program, a potential equity
cial must ask in examining its ic events, regulations, macie- of covering those "uninsurable" position m the insured compani-
exposures is, "What effect can quate insurance for catastrophic risks, though, Mr Frederico sug- usually in the form of an option-re-
this have on shareholder value?" events, operational and business gested places a large premium and is tng-
One way is through "add-on" gered only rn the event of a loss
coverages, he said Add-ons in- For example,coverage is tr:.ggered
In some cases, contingent lia- volve an endorsement and sub- rf the customer suffers a large loss
"Five or six years ago, were we bility coverage might be avail- limit of additional coverage and a specified additional eent,
asking ourselves this question? | able in the traditional insurance linked to a traditional risk-bear- such as a downgrade of its band rat-
don't think so,” Mr Thornhill markets, but the limits may be ing pO11Cy that has a larger limit mg, occurs In exchange for cover-
said during a panel on balance inadequate for a particular com- and is written over a multiyear age, the customer would provideeq-
sheet protection at the Amencan pany's exposures, said Dominic period uuty options to fhe insurer with a 10-
Bankers Assn 's annual Security, J Frederico, executive vp at "It simply brings in the non- See Protect on page 15

said William N Thornhill, a se- risks, and various uninsurable

nior vp at X L Reinsurance Co risks, he said
Ltd m Hamilton, Bermuda

the worker, rather than risk a
lawsuit over a claims denial
The Hawaii Supreme Court
ruled in Hough vs Paczfzc In-
surance Co Ltd that an in-
jured worker iS not barred
from suing his employer's
workers compensation insurer
where the third-party claim is
based on allegations that the
iNnsurer committed intentional
torts and acted in bad faith in
processing the claim, resulting
in separate and additional in-

' jury to the employee

The high court said courts in
other s:ates support its reason-
ing, including Montana, lowa
and Minnesota, which have
considered the same issue un-
der similar statutes

The Hawaii case stems from
the treatment of workers com-
pensat-on claims filed by Jef-
frey 3 Hough, who injured his
back in 1985 while working for
a construction company

He suffered a recurrence
while working for another
company in 1987 and a filed
the second claim Both employ-
ers denied responsibility for
the iniury

However, both employers
were insured by Pacific Insur-
ance Co Ltd , a unitof ITT
Hartford Group Inc Pacific
first made payments to Mr
Hough under protest and then
terminated them, according to
the court papers

Mr Hough's doctor wrote to
the insurer, saying that stress
related to the denial of benefits
was diminishing his ability to

A psychiatrist also examined
Mr Hough and found him to be
depressed and suicidal, in ad-
dition to gaining 25 pounds

Hawaii's Department of La-
bor and Industrial Relation's
Disability Compensation Divi-
sion found the stop of bene-

See Hawaii on page 16
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Continued from previous page
assault and battery, invasion of pri-
vacy, violation of civil rights, negli-
gence, intentional infliction of emo-
tional distress and false imprison-
ment.

Her lawyer, Michael G. O'Neill, ex-
pects a 11/2- to 21/.-year wait before
the case goes to court, if an out-of-
court settlement is not reached. He
has criticized the production compa-
ny's letter of apology and an offer of
free tickets to the show, likening it to

"offering someone another ticket on
the Titanic.”

Mr. O'Neill said what makes this
case different is not that a member of
the "Cats" cast touched Ms. Amato
when she did not want to be touched,
but "the mean-spirited degradation”
to which she was subjected.

One of New York's leading theatri-
cal insurance brokers said the case is

unlikely to directly increase liability
exposure of theaters and production
companies or to open the curtain on
new risk exposures.

Bob Boyar, New York-based senior
vp in the arts and entertainments unit
of Marsh & Mcl«ennan Cos. Inc., said,
"l doubt that this is necessarily the
onset of a trend.”

In his almost 50 years' experience
as a theatrical insurance broker, he
has found that "theatrical producers
are careful about how they treat their
audiences." Furthermore, very few
stage productions involve audience
participation of the sort that led to
Ms. Amato's embarrassment.

Mr. Boyar said Ms. Amato's suit is
not the first filed by an audience
member against producers. He re-
called a case six or seven years ago
when a member of the audience sued
after being hit on the shoulder by a
piece of wood from a chair that was
designed to break up on impact on
stage. The case was settled out of

court for no more than a few thou-
sand dollars.

Kim Bullimore, underwriting man-
ager for London-based SLE World-
wide Europe Ltd., a sports. leisure
and entertainment insurance unit of
Aon Group Inc., says it is unlikely
that such a case would ever even have
been brought in the United Kingdom.
If it were, "the most she might have
expected to get would be a couple of
thousand pounds.”

This view is shared by Robert
Wood, a broker specializing in the-
atrical insurance with London-based
Adam Brothers Contingency Ltd. He,
too, said that "£2,000 ($3,281) would
be a limit" on what anyone could

hope to win in such a case in Eng-
land.

Both MI-. Bullimore and Mr. Wood
thought it more likely that Ms. Ama-
to's case, should it proceed, could set
a worrisome trend in the United

States. Such a trend would have ad-

verse effects on foreign treater groups

putting on produ?tions there.
However, brokers and insurers on
both sides of the Atlantic agree that
insurance with favorable limits is
readily available to theatrical pro-
ducers and theater owners, and on fa-

vorable terms in today's buyer's mar-
ket.

If there is a lesson to be learned
from this case, it is that theatrical
producers must be aware that they
cannot assume their liability expo-
sures will automatically be covered
under a theater owner's insurance
policy. In most cases, they are not.

Typically, a theater owner would
have property and liability insurance
to cover such risks involving the
building, loss of profit, business inter-
ruption, cancellation of the show, and
employee and third-party liability for
injuries on the premises unrelated to
the show.

Mr. Boyar said contracts issued by
theater owners when contracting
with shows generally contain clauses
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requiring the production company to
take out its own liability insurance. It
would be unusual for any production
company to ignore this clause, he
said, because they are well aware that
they face exposure to any number of
much more common types of liability
claims, such as injury to cast, crew or
audience members from fire caused
by a member of the production team.

Mr. Wood said that, in some cases
the theater owner will arrange to
have a production company added
temporarily to its liability policy for
the period it is using the theater.

In nearly all cases, it is the broker
who is crucial in advising theatrical
groups on their insurance needs. Few
production companies are large
enough to employ a risk manager,
though responsibility for insurance is
generally assigned to a designated
penson within the company. This per-
son may work anywhere within the
group from finance to accounting or
production.

One of the crucial elements to re-
member when arranging theatrical
insurance is that "theater owners
have very stringent contractual
agreements with production compa-
nies whereby they try to pass on as
much liability as possible," said
Emelia Accardi, managing director of
Chubb & Son Inc., one of the largest
enteltainments insurers.

Ms. Accardi, whose company is a
unit of Warren, N J.-based Chubb
Corp., said her underwriters usually
ask to see these contracts and then
have them examined by Chubb &
Son's attorneys. "This allows us to as-
sess the level of risk and to determine
how to price our products,"” she said.

Chubb & Son also offers a loss con-
trol advisory service to help clients
assess their safety and other expo-
sures.

Ms. Accardi agreed that it is cur-
rently a buyer's market for theatrical
insurance. "Plenty of cover is avail-

able, and limits present no problems,
she said.

The Really Useful Group in Lon-
don was unwilling to comment on the
"Cats" suit or more generally on its
insurance arrangements. But insurers
said a company of its size almost cer-
tainly would have someone in-house
designated to handle insurance mat-
tens.

Ms. Amato's suit has been passed
on to the group's lawyers, according
to a Really Useful Group spokesman
in New York.

Mr. Bullimore of SLE says the Re-
ally Useful Group, because of its size
and the fact that it always has a num-
ber of productions running at any one
time, tends to buy its insurance under
an annual policy. Smaller companies
often insure each production sepa-
rately.

In Britain's Royal National Theatre
group, which operates three reperto-
ry theaters, insurance is the responsi-
bility of Sharon Clark, assistant to
the general manager.

Working closely with a specialist
broker who has handled the group's
insurance for about 20 years, she has
encompassed all of the group's cover-
age in one portfolio of policies re-
newed annually. Even foreign touring
productions are covered in the pack-
age. She finds there is no shortage of
insurance capacity and that rates are
reasonable for all the coverage need-
ed.

For Ms. Clark, the "Cats" lawsuit
presents no worries, mainly because
Britain is "not a litigious society," she
said.

The worst audience-related claim
the Royal National Theatre has faced
was for a dry cleaning bill fromsome-
one who was within range of a cus-
tard pie thrown on stage.

The only area of emerging concern
for Ms. Clark is terrorism coverage, a
result mainly of IRA terrorist bomb-
ings in England. She said this is a
threat the Royal National Theatre is
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Wai-Mart to add 401 (k) to benefits this year

By ROBERT KAZEL
BENTONVILLE, Ark.-WWal-
Mart Stores Inc., one of the na-
tion's largest employers, is plan-
ning to introduce a 401 (k) plan this
year that would become the
biggest such program in existence.

As it rolls out, the plan is expect-
ed to have the most participants of
any 401 (k) plan. Wal-Mart has
about 675,000 U.S. workers.

The retailer has signed a letter of
intent to contract with Princeton,
N.J.-based Merrill Lynch & Co. for
a variety of 401 (k)-related services,
including asset management and
plan administration services.

Wal-Mart has not previously of-
fered a 401(k) plan, though it does
offer a profit-sharing plan. About
85% of the profit-sharing plan's

Benefit Beal

funds are invested in company
stock, according to the Standard &
Poor's Corp.

Wal-Mart also offers a stock-
purchase plan in which the compa-
ny contributes 15 cents for every
employee dollar invested in com-
pany stock, a Wal-Mart spokes-
woman said.

Retirement savings programs
now are available to all associates,
from store clerks to top manage-
ment, who work at least 1,000
hours per year. The company will
retain the profit-sharing and
stock-purchase plans when it of-
fers its 401(k) plan.

Few details are available on

CNA

Wal-Mart's planned 401 (k) pro-
gram, including a start date. The
plan probably will begin in mid-
summer, said Rene M. Campis,
first vp and director of Merrill
Lynch Group Employee Services
in Princeton.

It is not yet clear what the plan's
specific investment options will be,
though Mr. Campis said both Mer-
rill Lynch and other funds would
be available to employees.

In addition to acting as plan
trustee, Merrill Lynch will provide
administration and record keep-
ing, customer education and em-
ployee communication services, a
Merrill Lynch spokeswoman said.

Wal-Mart decided to introduce a
401 (k) plan after associates ex-
pressed an interest in it in "feed-
back meetings" designed to weigh

DISABILITY COSTS
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grass-roots sentiment among

workers, the Wal-Mart spokes-

woman said.

The new plan also will be avail-
able to Americans working in Wal-
Mart stores in Argentina, Canada,
Puerto Rico, Brazil, China, Indone-
sia and Mexico, Mr. Campis said.

Health plan information

SAN FRANCISCO-Anyone

who has ever tried to select a mi-
crowave oven or blender by con-
sulting ratings in Consumer Re-
ports magazine knows massive
helpings of technical data can be
digested more easily through sim-
ple charts and rating symbols.
Reasoning that health care is a

consumer product like any other,
the San Francisco-based Pacific
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Business Group on Health similar-
ly is offering employees of its
member companies charts of infor-
mation on managed care networks.

While this service is not new for
the PBGH, the medium is: A wide
assortment of updated information

now is being posted over the World
Wide Web.

‘The coalition last November

opened its Internet Web site,

named "California Consumer

Health Scope," to the public.

The PBGH Web site, located at
http://www.healthscope.org, aims
to provide information on choos-
ing a health plan based on preven-
tive care report cards; customer
satisfaction ratings; quit rates,
which are the proportion of pa-
tients who have left an HMO; ac-
creditation status; and other mea-

Since its inception, the Web ser-
vice has been accessed about 6,500
times, with the majority of those
"hits" occurring during plan spon-

sors' open enrollment period last
fall.

About 250 users continue to visit
the site weekly, said Anne Castles,
a PBGH project manager.

The meat of the Web site consists
of several report cards gleaned
from consumer surveys. The chart
detailing "Satisfaction with Physi-
cian Care," for instance, scores 18
health plans on seven satisfaction
criteria: the doctor seen most fre-
quently; specialists; coordination
among all doctors providing treat-
ment; skill in finding and treating
problems; attention to what a pa-
tient has to say; explanation of
medical procedures and tests; and
length of time the doctor spent
with the patient.

The site also offers charts that
rate California HMOs on specific
quality measurement criteria, in-
cluding the availability of child-
hood immunizations, breast cancer
screening, cervical cancer screen-
ing, prenatal care, cholesterol
screening and diabetic retinal ex-

Other consumer information in-
cludes background on how to
choose a health plan, what man-
aged care is, HMOs vs. fee-for-ser-
vice plans, and choosing a hospi-
tal.

The PBGH, which consists of 33
private and public purchasers rep-
resenting 2.5 million lives, also is
planning to add new data to the
Web site on coronary artery bypass
graft surgery outcomes for the en-
tire state. It is working to build the
database with the state's Office of
Statewide Health Planning and
Development.

Also, by next spring the PBGH
plans to expand its online data to
include medical group accredita-
tion data.

The "health scope" does not,
however, display cost differences
among the various managed health
plans in the state. "Pricing varies
so much depending on your geo-
graphic location and who your em-
ployer is," Ms. Castles said.

The coalition understands em-
ployees in some member compa-
nies will be far more likely to use
the online quality information
than others.

Employees in banks are unlikely
to have easy access to the Internet
at work, for example, while those
in high-tech companies, such as
Calabasas, Calif.-based Lockheed
Martin Corp. and Los Angeles-
based Hughes Electronics Corp.,
have used the Web site extensive-
ly, Ms. Castles said.

To aid employees who don't use
the Internet, the PBGH is offering
printed pamphlets to employers
containing the same managed care
ratings and accreditation data, and
a toll-free telephone number to get
the same information. lo,
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Partner mandate still a bad idea

NLERS L RFSIRTR.THE JEMRIAT QN olow

ner mandates, New York threatens to take a bad idea and
make it worse.

As we report on page 1, a member of the New York City
Council has called for legislation thaz would require com-
panies that want to do business with the city to offer do-
mestic partner benefits equal to those offered to employees'
spouses. San Francisco first approved such a mandate last
year (Bl, Nov. 11, 1996), and the idea hasn't improved with
age.

We have no quarrel with employers offering domestic
benefits. Employers should be free to offer-or withhold-
such benefits as meet their needs and the needs of their em-
ployees. Employees are a diverse lot, and meeting their var-
ied needs requires giving employers flexibility.

For a city government to dictate what benefits another
employer must offer in order to do business with the city
replaces that necessary flexibility with a straitjacket.

San Ptancisco's mandate was bad, but New York's mea-
sure, as currently proposed, would take the mandate anoth-
er step in the wrong direction. That's because the San Fran-
cisco mandate applies only to domestic partners who have
registered their partnerships with the city. The measure
likely to hit the New York City Council in a couple months
wouldn't even require that minimal commitment.

Before New York pushes ahead with its ill-considered
scheme, the council members ought to take a close look at
what's happening on the other side of the country as San
Francisco grapples with the problems its domestic partner
mandate already has caused, even though the mandate
does not formally fall upon employers until June.

Archbishop William Levada has asked that Catholic
Charities-with which San Francisco contracts for more
than $5 million in services-be exempt from the mandate.
The archbishop said that requiring Catholic Charities to
provide the domestic partner benefits would violate the
church's teachings.

JHILLE72572«
Bus,NESS | lul*H<,r
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The city has adamantly refused to relent, and the arch-
bishop has indicated that a lawsuit might be the next step.

Mandating domestic partner benefits does nothing to en-
courage employers to offer such coverage voluntarily. In
fact, it could have the unfortunate effect of causing some
employers, particularly small businesses already hard-
pressed by benefits costs, to reconsider whether they should
offer any benefits at all.

San Francisco has made its mistake and will have to live
with the consequences of meddling in what should be a
matter between employer and employees, not city govern-
ment and those who would do business with it.

Rather than compound that mistake, the New York City
Council ought to drop the proposed domestic partner man-
date now and avoid the inevitable problems-legal and
otherwise-such an unwise policy is certain to cause.

Put balance back in comp system

TATE L AWAKERS,nged gbolish the practie o

The practice-in which doctors can bill injured workers
for medical charges in excess of what employers or insurers
pay-represents a serious erosion of the doctrine of
exclusive remedy. That doctrine is all that stands between
employers and a flood of litigation over worker injuries.

Thankfully, nearly all states ban the practice of balance
billing, which begs the question why some have not yet
done so.

As we reported Feb. 3, lllinois is one of the few states
that does not ban balance billing. Utah permits it as an
incentive to use managed care providers for workers comp
care. And it is emerging as a problem in the Pacific
Northwest in cases where workens cross state lines to seek
medical care.

Our biggest concern is that balance billing leaves
employees holding the bag for unpaid medical bills--and
puts their personal credit at risk. That, in turn, greatly
increases the likelihood of lawsuits alleging bad faith
handling of workers' claims by employers and their
insurers.

Another issue is that allowing doctors an avenue to
pursue additional payment erodes the effectiveness of
efforts to hold down workers comp medical costs. How can
workers comp insurers and employers negotiate lower
costs or implement managed care programs when

Letters to the editor
Business Insurance welcomes letters to the editor. The section
is intended to be a forum for readen' opinions and comments. We
reserve the right to edit letters for clarity or space. We wit not
pubtish unsigned letters. Please send your letters to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, m. 60611;
far. 312-280-3174; e-mau. pwinston@traincom

providers can go after employees for the difference?

Doctors in lllinois already charge more for workers
comp care on average than providers in many ,other states.

lllinois' average workers comp medical charges are 89%
greater than the state's Medicare fee schedule, accolrling to
an analysis by the Workers Compensation Researth
Institute. Nationwide, the median workers comp fee
schedule is 55% greater than lllinois' Medicare fee
schedule. the WCRI reports.

Doctors contend a ban on balance billing would let
workers comp payers impose a fee schedule that may not
reflect the total cost of providing care. We think the WCRI
data shows there is plenty of fat in how much providers are
charging for workers comp care. It's audacious that a
loophole exists allowing doctors to go after employees for

Greed has also been a key reason why the various
stakeholders have been unsuccessful in getting a ban
passed in Tllinois. Employers and insurerS in the past
pushed for an end to balanced billing as part of broader
measures to introduce managed care or limits on workers'
choice of providers. Such efforts were opposed by labor.

We think employers, insurers and labor should focus
their efforts only on banning balance billing if they are to
have any hope of success. For any future efforts at workers
comp managed care to succeed, this is a necessary first
step.

Business insurance's Online Forum

Business Insurance's Web page provides a forum for read-
ers and others interested in risk management, employee bene-
fits and insurance-related issues to engage in an unmoderated
exchange of ideas and information. We encourage anyone
with questions or observations about these topics to partici-
pate. Visit http://www.businessinsurance. com/forums/
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Superfund

Continued from page 2
under most circumstances (B,
Jan. 27).

Sen. Nickles called S. 8 "a very
good bill" and added "l hope we
can move it forward.”

Passing a balanced budget
amendment is the Senate’'s first
order of business, he explained.

Once that is accomplished, the
Senate will have a window of time
to deal with Superfund and other
issues before becoming enmeshed
in the appropriations and budget
reconciliation process, Sen. Nick-
les said.

Rep. Archer declined to com-
ment on the Senate bill, saying he
hadn't read it yet.

He made clear, however, that he
is adamant that the taxes that fi-
nance Superfund should not be
reauthorized until the program

MANAGED CARE OR
88 COMP.

And you thought it was only for work-
ers comp. For medical cost containment.
Getting your legal expenses under
control is a matter of managed care, too.
We're Legalgard, a nationwide compa-
ny dedicated to helping our clients do just that.
Since starting the legal cost management
movement a decade ago, we've saved millions
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nizations.

And like any successful business, we've wit-
nessed the emergence of competitors who've

copied our concept, but have yet to duplicate

our execution.

We do more than just audit legal bills.
Using state-of-the-art technology, we
analyze them and benchmark them
against other top-performing companies.
We evaluate your billing guidelines, or

help you develop them if none exist. Moreover,
we monitor law firm compliance to your guide-
lines, and if your bill doesn't meet them, we'll
assist you in resolving a negotiated amount.
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has been completely reformed.
The government's authority to
collect those taxes, which fall
heaviest on the oil and chemical
industries, has expired.

As chairman of the Ways and
Means Committee, Rep. Archer
has considerable control over the

government's purse strings.

Superfund's imposition
of retroactive liability is
‘fundamentally un-

American,' says Rep.
Bud Shuster.

He told his luncheon audience
at the Council conference that he
has already informed the chair-
men of other committees with a
say in Superfund reform that he
will not loosen those purse strings
without good reason.

"l have told them, 'l do not in-
tend to give you a stream of rev-
enue unless you have truly re-
formed this program in an effec-
tive and equitable way,' " Rep.

Archer said.

He added that he would like to

see "complete" repeal of retroac-
tive liability as part of reform but
said he would approach any re-
form proposals with an open
mind.

Rep. Shuster, a longtime advo-
cate of retroactive liability repeal,
called Superfund's imposition of
retroactive liability "fundamen-
tally un-American."

"l would like to eliminate
retroactive liability," he said.

Rep. Shuster noted that he had
been told a complete repeal was
not financially possible. "But |
will die hard on this issue,” he
promised.

1 we can not eliminate
retroactive liability, we should be
moving as far in that direction as
possible," according to Rep. Shus-
ter.

Retroactive repeal was not the
only type of liability reform advo-
cated by Rep. Shuster.

Reform legislation will have to
address joint and several liability
to place responsibility for clean-
ups on primary offenders rather
than small contributors, Rep.
Shuster said.

Efforts to reformm Superfund last
year failed because they got
caught up in presidential politics,
he said.

"We're in a better position" now
to achieve reforms, said Rep.
Shuster.

Although calls for Superfund
reform formed the dominant risk
management theme at the confer-
ence, lawmakers raised two other
issues of interest to risk managers
during their addresses.

When asked what changes
would be needed in product lia-
bility reform legislation vetoed
last year by President Clinton to
win the president's signature this
year, Sen. Nickles replied, "| hope
not much.”

He said he would be willing to
make small changes in the mea-
sure to avoid a veto but added,
"We're not going to gut it to get
the president's signature.”

On another risk management-
related issue, Rep. Archer called
for reform of medical malpractice

laws to make health insurance

more widely available.

Health care will be "the most
daunting” issue facing the next
generation, said Rep. Archer. Ad-
dressing health care questions
will have to start with "tough
malpractice reform" to save mon-
ey without undermining quality,
he said. 1ai
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Goldman, Sachs & Co. 1996 Selected Insurance Industry
Merger & Acquisition Transactions

Our Client

Aetna Life and Casualty Company
(Domestic property and casualty operations)

American Re Corporation
AXA S.A.

Connecticut Mutual Life Insurance Company

Ford Life Insurance Company, a subsidiary of
Ford Motor Company

General Electric Capital Corporation

Gothaer Versicherungen

Home Beheficial Corporation

Kemper Corporation

Mercantile & General Reinsurance Co., a subsidiary of
Prudential Corporation plc

National Re Corporation

Northbrook Property and Casualty Insurance Company,
a subsifliary of Allstate Insurance Company

Provident Companies, Inc.

Providian Corporation
(Insurance operations)

The Prudential Insurance Company of America
(Canadian branch operations)

Safety National Casualty Corporation

SunAmerica Inc.

U.S. Healthcare, Inc.

*Pending

Transaction

Divestiture to The Travelers Insurance Company

Acquisition by Munich Reinsurance Company
Merger with Union des Assurances de Paris
(UAP)
Merger with Massachusetts Mutual
Life Insurance Company
Acquisition by SunAmerica Inc.

Acquisition of First Colony Corporation
Exchange of shares with Eureko B.V.
Acquisition by American General Corporation
Acquisition by Zurich Insurance Group

and other investors

Divestiture to Swiss Reinsurance Company

Acquisition by General Re Corporation
Divestiture toThe St. Paul Companies, Inc.

Acquisition of The Paul Revere Corporation,

a subsidiary ofTextron Inc.
Divestiture to AEGON N.V.

Divestiture to London Life Insurance Company

Divestiture to Delphi Financial Group, Inc.

Acquisition of John Alden Financial Corporation
(Annuity operations)

Acquisition by Aetna Life and Casualty Company

They knew where to find the kind of strategic
advice that promotes shareholders' best interests.

$ Value
4000.000)
4,000

3,207
9,300*

Undisclosed

173

2,170
Undisclosed

665*
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2,650

240
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199
240*

8,888
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Change offers investment opportunities: Exec

By GAVIN SOUTER

NEW YORK-The changing face
of the insurance industry brings op-
portunities to savvy investors despite
the generally poor return on equity
that insurers record, an executive
says.

As insurers bypass agents, reinsur-
ers bypass insurers, risk managers
self-insure and banks enter the in-
surance business, good investment
opportunities will arise, said Jeffrey
W. Greenberg, chairman and chief
executive officer of Marsh & MelLen-
nan Risk Capital Corp.

"When things are changing, there's
opportunities to win as well as to
lose,"” Mr. Greenberg said a joint
APIW/Chartered Property Casualty

Underwriters Society meeting last
month in New York.

1VIMRC, a unit of New York-based
broker Marsh & McLennan Cos. Inc.,
was established to take advantage of
the changes and invest in the insur-
ance industry, he said. But the com-
pany tries to look at potential invest-
ments from a different perspective
compared with other private equity
funds, Mr. Greenberg said.

"We approach investments in the
insurance industry from an operat-
ing viewpoint," he said.

Other investment funds look first
at the equity and debt of a company
and review how the company could
be structured to benefit an investor,
Mr. Greenberg said.

The first think MMRC looks at is
"who are these people and do they
know what they are talking about?"
he said.

Then MMRC will ask, "can we be-
lieve what they are saying and does
what they are saying add up?" Mr.
Greenberg said.

Only when the insurer has passed
the "smell test” will MMRC look at
specific financial structures, he said.

By looking at a business from an
operating point of view, MMRC also
is in a better position to profit from a
long-term investment in a company,
Mr. Greenberg said.

While MMRC usually plans to hold
investments for about five to seven
years before cashing them in, future
market conditions may make it im-
practical to sell investments in insur-
ers for 10 years or more, he said.

So before making investments,
MIVIRC managers ask themselves if
they would be prepared to hold the
investment for a prolonged period,
Mr. Greenberg said.

"That is a very important issue be-
cause building a business takes time.
Franchises take a long time to build:
reputations take a long time to build.
and both can be lost very quickly,'
he said.

By asking these questions and
avoiding overcrowded investment

Business
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sectors, investors still can find
worthwhile buys in the competitive
insurance investment market, Mr.

Greenberg said.

may have niches and business ideas
worth investing in, he said.
"The insurance business is an ar-

cane and difficult business, and it

'A couple of years ago, people
thought thal Uoyd's was some
kind of communicable disease,’

says Jeffrey Greenberg.

In the past year, other investors
have avoided insurance companies
with low amounts of capital, often
seen as too small to compete with

large insurers, he said.
But some of the smaller insurers

has its own barriers to entry,” he
said.

Other good investment opportuni-
ties that arose in the past year in-
clude the Aetna/Travelers merger,
Mr. Greenberg said.

BANS new
B¥FC Systems

Division

By bringing a more focused man-
agement to bear on the operations of
Aetna, the business could perform
better than most people thought it
could, so MMRC was an early in-
vestor, he said.

Seeing an investment opportunity
early is crucial to success, and one
entity that may once have been a
good investment but may no longer
be is Lloyd's of London, Mr. Green-
berg said.

"A couple of years ago, people
thought that Lloyd's was some kind
of communicable disease," he said.
But, by discriminating among indi-
vidual Lloyd's entities, shrewd in-
vestments were possible, Mr. Green-
berg said.

Now, the numerous investors con-
tinuing to plunge money into Lloyd's
may have missed the opportunity to
make good returns due to the fall in

insurance rates, he said.

Answering questions from the
floor, Mr. Greenberg said one finan-
cial transaction that may prove ben-
eficial for an insurer but will likely
damage the insurance industry is
CIGNA Corp.'s restructuring.

A Pennsylvania appellate court is
reviewing CIGNA's reorganization
into an active operation and a sepa-
rately capitalized runoff facility for
its long-tail liabilities (Bl, Dec. 16,
1996).

Policyholders that bought policies
from an insurer with a large amount
of capital will end up filing claims
with an insurer that has much less
capital, Mr. Greenberg said.

"It doesn't help our credibility as
an industry with the people we are
serving," he said.

CIGNA has said it has $1.35 bil-
lion more in the runoff facility to
cover long-tail liability claims than it
would have had if it had not reorga-
nized. [al
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US West

Continued from page 2
sources for US West in Englewood,
Colo.

The $8 million that US West has
agreed to pay to settle the suit,
though, will not actually go to the
plan. Under the terms of the proposed
settlement, which still must receive fi-
nal approval by a U.S, District Court
in Denver, US West will directly pay
the next $8 million in pension plan
administrative expenses. Once the $8
million mark is reached, the company
will again tap plan assets to cover ad-
ministrative expenses.

US West did not change its basic
plan documents but has slightly
changed the wording of a document
describing the fiduciary responsibili-
ty of its employee benefits committee.
Earlier, the document said expenses
of the committee would be paidby the
company. It has been reworded to say

has been in partnership with
IVANS in bringing about the
enorrnous success of upload

and download.

Now-as an integral

part of the IVANS pathway to

electronic commerce-BvwWC

will have even more re-

that expenses of the benefits commit-
tee only would be paid by the compa-
ny. US West also will pay fees for
plaintiffs' counsel, which haven't
been determined yet. Currently, the
US West plan has about $10.4 billion
in assets and is overfunded. The plan
has about 109,000 participants.

Benefit experts say paying pension
plan administrative expenses from
pension plan assets is common and is
sanctionedby ERISA.

"ERISA clearly permits payments
of administrative expenses from re-
tirement savings plans," said James
Brickman, a principal with The
Kwasha Lipton Group in Fort Lee,
N

Under ERISA, such payments are
sanctioned so long as they are for the
exclusive benefit of participants, said
William Fornia, a principal in the
Denver office of Buck Consultants
Inc., adding that operating a plan is
for the exclusive benefit of partici-
pants. Enl

ance industry.

resources, BWC will A

interface needs of the insur-

With access to VWANS'

Partners

Continued from page 1

Mr. Duane-describing himself as
"cautiously optimistic” that the ordi-
nance will pass-said he does not an-
ticipate much opposition from coun-
cil members or the public, but does
expect initial resistance from busi-

But, "People will see that it's good
business to provide domestic partner
benefits," he said.

The ordinance will have nation-
wide ramifications by forcing compa-
nies that contract with New York
City to offer domestic partner bene-

fits to all their employees, Mr. Duane
said.

"l think it will have more of a
backlash," said Paul Sullivan, senior
consultant with Aon Consulting in
Newburyport, Mass. "Now you'll be
hitting a lot of employers with a man-
date from the city. | think employers
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will take a real exception to it.

"A mandate really does not go well
with employers even if they concern
issues that employers feel are impor-
tant," he said.

Mr. Sullivan does not see other
cities adopting similar ordinances.
"Those cities that are considering it
will go ahead, but it won't convince
other cities to do it."

Still, observers are not surprised
that New York is considering this
type of legislation.

"Next to San Francisco, New York
would be the next place to see this
happen because of the liberal nature
of the city, and New York has a large
population that could benefit from
it," said Laurel Pickering, managing
director of the New York Business
Group on Health.

She said studies by companies of-
fering the benefit indicate the costs
are low. "The actual population that
uses it is very small," she said.

Meanwhile, one week after San

management team and staff

that have made BWC the

continue to operate un- 1

sources and capacity in meet-

ing the growing EDI and

IVANS, Inc. 777 West Putnam Ave., Greenwich, CT 06830
BWC Systems, Inc. 4030 Mt. Carmel-Tobasco Road Cincinnati, OH 45255 513-528-7070

der the BWC Systems

name, with the same
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Francisco Mayor Willie Brown re-
jected Archbishop William Levada's
request to exempt Catholic Charities
from the bill, the archbishop further
pressed his case. In a statement deliv-
ered at a press conference, the arch-
bishop said the bill forces Catholic
Charrities, a non-profit corporation
owned by the church, to violate
church beliefs. He has suggested the
matter might lead to a lawsuit.

"Even with today's changes in the
workplace, to seek to equate domes-
tic partnership with the institution of
marriage

and family,, f-All-1-, ¥
trary to i f

Catholic

teaching- 6L

N t.—""\/

the beliefs '

AMSAMEL° 5\ R. < E

ditions-

and as re-\ 4 |.

cent polls Archbishop

have shown, William Levada

to the basic

convictions of the great majority of
Americans,” he said. "Ibelievetheor-
dinance imposes an unconstitutional
condition on the recognized right of a
religiously affiliated organization
such as Catholic Charities to contract
with the government for the secular
services it offers to clients, while
managing its internal operations in a
manner consistent with its religious
principles."”

The archbishop also countered
supporters of the bill's assertions that
denying benefits to domestic partners
is discrimination. "l reject the notion
that it discriminates against homo-
sexual, or unmarried heterosexual,
domestic partners if they do not re-
ceive the same benefits society has
provided to married employees to
help maintain their families."

San Francisco contracts for more
than $5 million a year with Catholic
Charities t:o provide services to
groups including the poor and AIDS
patients. The archbishop said that no
organization can perform Catholic
Charities' services at the same low
price, and therefore it would hurt the
city to cancel the contract.

In response, Mayor Brown reiterat-
ed his position that Catholic Charities
cannot be exempt from the ordi-
nance, his spokeswoman said. Never-
theless, he scheduled a meeting this
week with the archbishop and mem-
bers of San Francisco's Board of Su-
pervisors to address their differences.
One possible compromise is to re-
quire compliance with the ordinance
but make its language acceptable to
the archbishop.

"Religious organizations are no dif-
ferent from any other entity. They
cannot discriminate,” said Tom Am-
miano, a member of San Francisco's
Board of Supervisors, responding to
the archbishop's statement.

He said despite the search for a
compromise, "the mayor and the
Board are firm that there are no ex-
emptions." he said.

Mr. Ammiano also disputed the
archbishop's statement that Catholic
Charrities can't be replaced, saying
other agencies can perform the work
and provide the benefits at the same
price.

United Airlines also is balking at
providing domestic partner benefits
as a condition of the city's approval
of the airline's lease at San Francisco
International Airport. The city of-
fered United a two-year lease with-
out forcing compliance with the new
ordinance. But after two years, Unit-
ed's lease would be renewed only if it
provided domestic partner benefits.
United wants a 25-year lease exempt

from the ordinance. A Board of Su-

pervisors hearing that had been
scheduled for last week to discuss the
airline's next step was postponed at
United's request. Ell
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B a n kS and pubhc conhdence = Start from scratch and assemble « Form a joint venture with an es- some sort of buyout provisions
"Banks have some real substan- a new insurance operation tabhshed agent/broker or camer There also are various "cultural”
tial advantages over other insurance This approach can be difficult be- Joint ventures offer some clear issues that must be addressed in a
Contmued from page 3 providers in the market," he said cause the bank's knowledge of the advantages to other approaches joint venture between a bank and
"The method of compensation for Those advantages put banks in a insurance business is limited, he Mr Armstrong said They are the an agency, according to Mr Arm-
the seller of insurance is going to said least expensive way to get into the strong
change as the banks become more - Acquire an agency business, they provide an immedi- For example, he said, bank offi-
This is the route that most banks ate source of insurance expertise cials may be concerned that insur-
you become dominant certainly . R entering insurance are selecting, and they are usually flexible, he ance agents may chase away bank
s determinant of insurance . . . .
you're gomg to demand new ways of Mr Armstrong said Acquiring the said customers by calling them at home
receiving revenue " purchasing in the future rlght agency can provide the bank a Joint venture disadvantages at dinnertime to sell them home-
He predicted the development of strong source of expertise, he noted meanwhile, Include the need to find owners msurance
profit-sharing arrangements be- is QOIng to be prlce n But a bank acquinng an agency the right partner and the fact that Confidentiality and publicity can
tween banks and insurance compa- Ed Armstrong says. has to be careful to provide incen- the bank must share its insurance be another concern Banks histori-
mes "If you do that you become less tives for the agency's principals to business profits with someone, he cally have been much more conser-
susceptible to insurance companies keep it a profitable concern rather said vative about releasing information
squeezing down on your commis- than wewing the acquisition as an And ioint ventures can present than agents, so the issue has been a
sions," he said solid position to compete on a price opportunity to cash out and retire, several sticky questions, not the sore spot m many bank-agent joint
Mr Armstrong said his behef that basis, said Mr Aimstrong, adding he added least of which is who owns the right ventures, Mr Armstrong said
banks will become a dominant that "the largest sing_e determinant "The problem with buying an to the renewals "It depends on who Those cultural issues can be ad-

player in the insurance marketplace of insurance purchasing in the fu- agency for most community banks has the leverage, but | really can't dressed in Joint venture contracts
is based on certain competitive ad- ture is going to be price, because all is that it takes a lot of upfront capi- imagine banks giving up 100% of that set out, for example, limits on

vantages they enjoy, such as effee- the other distinctions are blurry " tal,"” Mr Armstrong said "And if the customer,” Mr Armstrong said agents contacting bank customers
tive distribution systems, state-of- There are several ways banks can they overpay, as so many of them He is suggesting to clients enter- or provisions that any publication
the-art information technology, ac- get into the insurance business, Mr do, it takes a long time to make up ing ]J01nt ventures that they keep of mformation must be approved by
cess to an existing customer base Armstrong said, including that capital " shared ownership of renewals with the bank first, he advised ial
P t t flve large, per occurrence limits miums and multiyear protection CNA Fmancial Corp The experiences of one risk man-
ro e C "From our experience, this is the ACE is workmg with a major air- While some uninsurable risks, ager in another session provided an
most popular cover that has been line to develop an oil price cap, Mr such as commodities pnces, are per- illustration as he outhned his com-
Contlnued from page 3 used to address these large, comph- Frederico said It would allow the feet candidates for hedging, some in- pany's lengthy-and so far unsuc-
year exercise period However, the cated nsks," Mr Frederico said airhne to get multiyear hmits on the surable risks-directors and officers cessful-attempt to shape an alter-
pollicyholder could retire the options "Dual trigger" coverages provide price of fuel while avoiding account- liabihty, for example-do lend native risk financing program.
before they are exercised, by ex- another way to protect balance ing problems that might denve from themselves to hedging rather well, The effort, which began in 1995,
changing them for the options' cash sheets Dual trigger plans provide spot price changes on oil futures Mr Taylor said has mvolved identifying the bank's
value inexpensive coverage that can only D&O claims are highly correlated full range of loss exposures, examin-
For the insurer m such an ar- be tapped if two distinct events to stock market changes, he noted, mg ways of financing those nsks and
rangement, "there is a tremendous specified in the policy occur at the Various institutions make and stock option markets are broad selecting and implementing the best
amount of financial risk,” Mr Fred- same time and hquid and may provide a hedg- options for dealing with them, said
erico said "Obviously, the company Linking the events-such as an in- derivative products that Ing solution if the customer compa- Jerry C Ayers, vp and corporate risk
you want to do this with, ou'd bet- crease m sugar rices to a catas- provide a hedge over a ny's stock is Qubhcl{y traded manager of Wachovia Bank of North
er be confident they're gom to be trophic property loSs at a soft Various institutions make deriva- Carollna m Winston-Salem, N C
there for the long haul " manufacturer's plant-gives the un- long period, says tive products that provide a hedge The "basic proposal" that came
A third approach is a "second- derwriter a better framework for Thomas Taylor. over a longer period than available out of the process, he said, called for
event cover," a risk financing evaluating the overall risk than it in the traditional option markets, the bank to take "much, much high-
method that provides muiltiple limits might have in looking at the "unin- said Mr Taylor This is a market er retentions," estabhsh a captive to
over a multiyear term, giving the surable” risk alone CNA is examining and is the reason provide coverage above those reten-
customer protection from catas- From a buyer's perspective, "as contracts, which are considered as- behind the company's recent pur- tions and look to the capital markets
trophic losses long as the tnggers are related, we sets chase of a majority stake in Hedge for coverage "for truly catastrophic
In such an approach, the cus- think this makes sense,” Mr Fred- In general, Mr Frederico said, the Financial Products Inc, formerly losses that might blow nght through
tomer's premium would fund the enco said He cautioned risk man- approaches he outimed offer the ad- Centre Financial Products Ltd , he the captive "
first loss, while a second might be agers, however, that the two thggers vantages of spreading the cost of re- said But tax 1SSUeS prompted Wa-
funded by a combmation of the pre- m such a program should be clearly solving a problem over a multiyear Securitizmg risk also holds prom- chovia to defer any plans to form a

mium and investment income on related He doesn't recommend com- term and providing tax deductibili- ise, Mr Taylor said, adding he be- captive, Mr Ayers said, while plans
that premium, with the insurer pro- binations "such as property cover ty on the premium or rtsk financing lieves these various capital market to create a special-purpose corpora-
viding excess coverage The insurer that pays the claim ony if the unem- They also remove a habillty from approaches w111 draw banks and m- tion to tap the capital markets m the
would cover any subsequent losses, ployment rate goes above 10% " the pohcyholder's financial state- surers closer together in the years event of certam trigger-mg events
within the limits of the pohcy "Derivative enhanced" programs ments and often provide a profit ahead to provide customers with were scuttled because of accounting
lypically, the chent wall fund for can provide large insurance hrnits commission in the event of favorable better and cheaper coverage concerns

one of these events," Mr Fredenco for exposures that lend themselves claims experiences While programs can be crafted to Instead, Mr Ayers said he's in-
said "The second event is basically to being hedged in the capital mar- The financial markets offer vari- protect a company's balance sheet, volved in developing a plan that will
the event that brings the house kets, Mr Fredenco said, such as ous methods of hedging risks, said they often take a year or more to de- rely more on traditional underwrit-
down sharp increases in 011 and natural Thomas Taylor, president of CNA velop and require support from cor- ers in a large-retention program that

Such programs generally have a gas prices Key elements of such pro- Financial Insurance Group in New porate management, the speakers probably will see some "blurring of
three- to five-year term and three to grams are very large bmits, low pre- York, a division of Chicago-based noted 1Ines of coverage " ial

Telecommuters take a risk managefs work home

Protect aga i nSt eSpionage . S pea ker- - S:I)eocr(')smso fore they dispose of or recycle them telecommuting pohcy said Mr Rei-
- Computer and e-mall secunty dy of McKenna & Cuneo

muters can also must be reviewed, he said This Meanwhile, the employer also

By RODD ZOLKOS very same rights as if they worked secure should mclude the physical securl- should consider the issue of visits to

m the main office," Mr Reidy said business ty of telecommuters’' computers, the home by third parties and may

ATLANTA-As companies begin At the same time, the company matenals ways to secure the user's ID, and the want to limit such visits to dehvery

AMERICAN

to allow employees to work from has many of the same concerns so guests, issue of what happens to old com- drop-off and pickup to reduce the
; - BANKERS e - . .
home, risk managers need to be when employees are working from workers or puters and, more specifically, com- risk of third-party hability expo-
aware that telecommuters present home as when they do their Jobs at ASSOCIATION others vis- pany information on their hard sures, Mr Reidy said
many of the same risks and hability the office iting their dnves when the company decides to The company's telecommutmg
issues as office-based employees * "The samesecurity that youhave homecan'tget access to those mate- replace them pollcy also should Include specific
: . . ;
A comprehensive telecommuting *at your office you have to think nals To help employees maintain their guidehnes for reporting any acci-

pollcy is crltical to mimmIlzing ex- about for your telecommuters at Voice mall security is another im- own personal security, Mr Ingram dents, such as a delwery person
posures and defendmg against home,"” said John S Ingram, techm- portant consideration, and personal suggested telecommuters receive shpping on the telecommuter's
many of the claims that do anse, ac- cal director of loss control services identification numbers or pass- business-related mail at a post of- front steps, he added
cording to speakers discussing the at CIGNA Property & Casualty in words must be kept secure, Mr In- hce box rather than their home ad- The potential third-party habih-
risks of telecommutmg at the Philadelphia gram said dress  'Never, never have your ties an employer faces m connection
Amencan Bankers Assn 's annual Mr Ingram noted that corporate "When you start building your telecommuters have mail come to with its telecommuters are “the
Security, Audit & Risk Manage- espionage can take place over telecommuting pollcy, it's really im- their home address,"he said "Once same habillties you always face, ev-
ment Conference last month m At- phones, fax machmes orcomputers, portant that you look at PIN num- | have your home address | know elythmg from bodily mjury to prop-
lanta and a competitor seekmg confiden- bers," said Mr Ingram, adding that everythmg about you " erty damage and everything m be-
With more than 9 milhon Ameri- tial information about a business companies should have policies for It's important to audit secunty at tween," Mr Reidy said
can workers telecommuting today, can easily find it m discarded faxes changing those identification num- the telecommuter's workplace reg- In terms of employment hability
"there is now a mainstream work and other business materials in a bers regularly ularly, said Mr Ingram, suggestmg issues, again the potential habihties
relationship” between telecom- telecornmuter's trash Faxes to or from telecommuters the employer make a visit to the site are the same with telecommuters as
muters and employers, said Andrew "It's amazing if people really should be encrypted if they contain twice a year to examine safety IS- for the workforce at the office, he
M Reidy, a partner with the want information how they can get sensitive information, and employ- sues, secunty concerns and possible said, including such concerns as
MeKenna & Cuneo LLP law firm it from you," Mr Ingram said "And ers should consider whether they hability exposures discrirnination. sexual harassment
m Washmgton it's a lot easier to get it from a home want to provide telecommuters The subject of site inspections and Amencans with Disabihties
"Itt's very important to keep in site than from an office site" document shredders to destroy fax- and other employer visits should be Act exposures
mmd that your employees have the Home offices should have loclang es and other printed materials be- addressed m the company's See Home on next page
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Hawaii

Continued>om page 3

fits was unlawful and that Pacific, as
the insurer for both employers,
should have paid the claims despite
the employers' dispute over who was
responsible, according to the court
papers. The court said it was clear li-
ability would attach to one of Pacif-
ie's insured employers.

Mr. Hough then sued Pacific in cir-
cuit court over the insurer's claims
handling, alleging intentional inflic-
tion of emotional distress and breach
of fiduciary duty. The trial court
granted Pacific's motion for summa-
ry judgment, agreeing that the exclu-
sive remedy for an injured worker
protects workers comp insurers, not
iust employers.

Hawaii's high court disagreed, mil-
ing Mr. Hough may sue for breach of
contract and bad faith. However, the
Supreme Court agreed with a lower
court on the grounds of breach of
Eiduciary duty.

"No fiduciary relationship exists

between the employee and the insur-
er in such a situation," the Hawaii
Supreme Court said.

The court also found that Mr.
Hough's alleged emotional distress
occurred during Hough's attempt as a
claimant to receive compensation
from the insurer, not from functions
in the scope of his employment as a
construction worker.

Therefore, this injury was a tort not
sibject to the exclusive remedy doc-
trine. The Supreme Court remanded
the case to the lower court, and a tri-
al is scheduled for next year.

Pacific did not improperly hanclle
Mr. Hough's claims, said Calvin E.
Young, a partner in the Honolulu
firm of Ayabe, Chong, Nishimote, Sia
& Nakamura, which is representing
Pacific.

But given the Supreme Court's de-
cision, there are already a few similar
cases that will be heard in lower
courts, Mr. Young said. Those cases
are actually "companion suits" filed
before the Supreme Court decided
Hough. So far, Mr. Young said he has
not seen new any new complaints

filed with similar allegations,

"But usually these things take a lit-
tle time to develop," he said. "Usually
you don't have a case sitting in your
lap where you suspect alleged unrea-

Even if a suit is not filed, the court's
decision gives plaintiff's attorney's a
bargaining chip, Mr. Komeya added.

Ultimately, judgments in such bad-
faith cases do not fall under a work-

'Whether it's going to result in more claims
being filed against insurers, | don't know. But
the fact that you can certainly establishes
the possibility,' says Jeoff Komeya.

sonable (claims) handling took
place."

"Whether it's going to result in
more claims being filed against insur-
ers, | don't know," said Jeoff Komeya,
a Honolulu plaintiff's attorney with
Cronin, Fried, Kekina, Sekiya &
Fairbanks. "But the fact that you can
certainly establishes the possibility.
So from the business insurance per-

spective, | would be worried because
a cause of action does exist now."

We are pleased to announce that

Timothy J. Cunningham

Has joined the firm as Principal
in our new Chicago office at

Three Westbidok Comorate Center « Westchester, IL 60154
Voice: CO8) 409-3794 « Fax: (708) 409-3446

The INSIGHT Management Consulting Group

Financial & Management Consulting Services To The Insurance Industry

Kansas City, MO

St louis, MO
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Louisville, KY
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Chicago
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ers comp policy, but instead would
likely hit an insurance company's
own general liability policy, noted
Carolyn Pearl, general manager for

the Honolulu office of the National

Council on Compensation Insurance.

Ms. Pearl said she is uncertain at
this point whether insurers would
then pass those expenses on to em-
ployers as workers comp costs.

The issue should be of some con-
cern to insured employers because it
could result in increased costs, said H.
Robert Hoy, manager of security,
safety and risk management for
Wailea Resort Co. Ltd. in Wailea,
Hawaii.

But so far it is too early to deter-
mine the impact of the ruling, he
added.

Wailea Resort's broker, David

Home

Continued *om previous page

Once again, a comprehensive tele-
commuting policy is absolutely nec-
essary, "because it becomes one of
your main defenses against some of
these potential liabilities," Mr. Reidy
said.

If, for example, all employees aren't
eligible to telecommute, the distinc-
tions must be spelled out in the com-
pany's policy, he advised.

The policy also should address how
telecommuters report any improper
or potentially harassing e-mail they
receive, and how they should handle
confidential information.

Various insurance policies may
provide employers with coverage for
telecommuting-related losses, includ-
ing comprehensive general liability,
property insurance, errors and omis-
sions: financial institution bonds,
computer systems fraud insurance,
workers compensation and employ-
ment practices liability coverage, Mr.
Reidy said.

Employers' property coverage
should include an off-premises en-
dcrsement, "contemplating all the
places your people may be working
from," he said.

Both speakers emphasized the r6le

Morikawa, vp at Noguchi & Associ-
ates in Honolulu, said many employ-
ers think the Supreme Court's deci-
sion is merely a wake-up call for in-
surers to pay claims when warranted.

In a soft workers comp market, the
risk of being hit by bad faith claims
may not be enough to prompt insur-
ers to raise rates, said Russell Harris,
director of risk management for
Hawaiian Electric Co. Inc. in Honolu-
lu, which self-insures its comp expo-

The Hough ruling was handed
down in November, amid a favorable
workers compensation market for
Hawaiian employers. Statutory
workers comp reforms, a downturn in
construction activity, improved em-
ployer experience and overall soften-
ing of market conditions are all cred-
ited for lowering workers comp rates
in Hawaii (Bl, May 22, 1995).

"The (workers comp) claims expe-
rience in Hawaii has been showing
improvements," the NCCl's Ms. Pearl
said.

"We filed and received approval for
over 20% in loss-cost decreases (ef-
fective Nov. 1, 1996), and things are
getting better," she said.

But the decision in Hough could be
a step backward, the NAIl warns.

Jeffrey J. Hough and Terry
Medeiros Hough us. Pacific Insurance
Co. Ltd., a Hawaii corporation,
Hawaii Supreme Court, No. 16019.

telecommuters themselves can play in
trying to reduce a company's liability
exposures.

"The best source for preventing lia-
bilities is the employees themselves,"
Mr. Reidy said, adding employers
should have a mechanism for getting
employees' input on how to prevent
liabilities from occurring.

"The biggest solution is communi-
cations," added Mr. Ingram, who said
regular teleconferencing and quarter-
ly face-to-face meetings can keep

'The best source for
preventing liabilities

is the employees
themselves,' says John
Ingram of CIGNA.

telecommuters feeling involved and
part of the group at the office.

He said employers also can benefit
by setting up telecommuting”labs" in
their offices where employees consid-
ering working at home can obtain
telecommuting training and experi-
ence what it will be like and some of
the issues involved before actually
moving out of the office. Ell
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Global Briefs

Willis Corroon Japan Ltd.
has become the first regis-
tered international insurance
broker in Japan after last
year's revision to the
Japanese Insurance Industry
Law, which allowed brokers
to start operating in the
country Standard &
Poor's in London has af-
firmed its AAA claims-pay-
ing ability rating for German
reinsurer Bayerische Ruck-
versicherung A.G., based on
its strong market position,
steady operating perfor-
mance, superior capitaliza-
tion and relationship with
parent Swiss Re Group How-
ever, S&P said Bavarian Re
will face increased price com-
petition in Germany after the
deregulation of the domestic
insurance market Roger
Taylor, executive deputy
chairman of Royal & Sun Al-
liance Insurance Group
PLC, has been named chair-
man of the Assn of British
Insurers, starting July 1 His
appointment is subject to ap-
proval by ABI members at the
association's annual general
meeting Sandy Leitch, chief
executive of British American
Financial Services Ltd, and
Albert Mills, group director
of U K general insurance and
direct operations at Norwich
Union, will become deputy
chairmen of the ABI at the
same time Chicago-based
Aon Corp 's takeover of Lon-
don broker Bain Hogg Group
P L.C. has been given clear-
ance by the U K Department
of Trade and Industry, fol-
lowing the decision by the
Director General of Fair
Trading not to refer the deal

to the Monopolies and Merg-

ers Commission Bermu-

, da-based Mutual Risk Man-
agement Ltd and insurance
manager Wilde & Co Group
have entered into a joint ven-
ture to set up a new Guernsey

; branch of Mutual Indemnity
(Bermuda) Ltd. and a new
captive management compa-
ny, Mutual Risk Management
(Guernsey) Ltd. Guernsey
regulators passed legislation
Feb 1 permitting rent-a-cap-
tives in the domicile Roy-
al & Sun Alliance Insurance
Group PLC plans to expand
its presence in Spain by buy-
ing Bank Argentaria's portfo-
110 of business from the
bank's insurance subsidiary,
Hercules Hispano RSA esti-
mates premium volume from
the business at 18 billion pe-
setas ($128 6 million) in 1996
and will pay no more than
£20 million ($324 million)
The deal is awaiting regulato-
ry approval Ivo Furrer has

been promoted to senior vp of
Winterthur Swiss Insurance

Co. in London London
broker FirstCity Insurance
Brokers Ltd. has acquired a
new specialist reinsurance
broking team from Minet Ltd
Minet's parent, The St Paul
Cos Inc is currently negoti-
ating its sale to New York
broker Marsh & MelLennan
Inc The team of four, headed
by Bob Jones, has been devel-
oping new insurance prod-
ucts for Lloyd's of London

corporate capital providers
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Risk financing alternatives slow to catch on

try trumped the capital markets late - St Paul Reinsurance Co closed a

last year when Berkshire Hathaway $68 5 milhon secuntized remsurance
Inc stepped in to write a $1 5 bilhon deal in December, using a mixture of
layer of reinsurance for the Cahfor- bonds and preference shares to pro-
nia Earthquake Authority that ini- vide remsurance capacity for up to
said In addition, some alternatives, tially was to have been financed ten years from a single purpose rein-
such as insurance and reinsurance through a bond issue (Bl, Nov 25, surance company, George Town Re
LONDON-New alternative nsk securitization, are not fully under- 1996) - Hannover Reinsurance AG in
financing methods are captunng nsk stood, he said "Some say it was a dellberate pol- December raised $100 milhon
Nevertheless, mterest m the alter- icy by the reinsurance industry," ob- through the use of a portfolio-hnked
business in any substantial way, a native markets heated up during served Mr Lane, "that it does not swap with a small group of uniden-
broker says 1996, with an increasing number of want to see capital market incur- tified North Amencan institutional
A combination of highly competi- deals proposed Not so hot was the sions mto remsurance " investors (BI, Dec 9,1996)
tive rates in the current soft insur- level of success For example, three In early 1994, Hannover Re com-
ance market and risk managers' major insurance-capital markets ital markets, by the end of 1996 three pleted a similar $85 milhon transac-
preference for captives rather than transactions proposed last year-m- deals had been completed lion, making the organization the
capital market options has stalled cluding ones by ACE Ltd, Cat Ltd <American International Group "first successful double-clipper in the
the much-trumpeted demand for and United Services Automobile Inc completed a deal in May, raising capital markets," according to Mr
non-traditional sources of risk fi- Assn -failed to come to fruition, Mr an estimated $25 million through a Lane
portfolio of property catastrophe-
"It was a low point indeed for the hnked bonds The bonds willl react to year risk financing from the capital
wick Lane Financial LLC in revolutionaries," he said during a catastrophic losses in the United markets was patchy, he said
Chicago, a unit of Sedgwick Group conference in London last month on States, Japan, Australasia, the "It was a year of frantic activity
PLC 's reinsurance broker, lay the "Capital Markets Risk Financing in Canbbean and western Europe, pro- and as yet unproven results," com-
blame at the feet of the buyers the Insurance Industry " viding a hedge for AIG's cat expo- mented Mr Lane
In addition, the relnsurance mdus- sures m those areas See Finance on page 19

Single E.U. currency, multiple risks?

By STACY SHAPIRO

Risk managers find traditional methods
sufficient for current needs

By SARAH GODDARD

managers' interest but not their

Despite such setbacks for the cap-

Lane said

nancling But, in general, experience last

Morton Lane, president of Sedg-

"Many people are cynical,” he

The ABI admits it is difficult to the Federation of European Risk said
plan ahead for such an event, giv- Management Associations, the But Mr Loader can't see that
LONDON-Employers and in- en there are still uncertainties European risk managers associa- there are any more risk exposures
surers should start to assess what over whether a move to a single tion to businesses in Europe as a result
the risks might be if and when a currency will happen in the Unit- If your company buys insurance of the currency switch
single currency is implemented in ed Kingdom However, the ABI policies locally within each coun- Risk managers involved in the
the European Union, a report has estimated the switchover try, however, a single currency treasury function of their busi-
says could cost the British insurance won't make much difference, he See Currency on page 19
There are less than 500 working Industry as much as £1 billion
days to go until the expected start ($1 62 billion), and "delays in
Jan 1, 1999, in Europe of the Eco- planning can only increase this
nomic and Monetary Union, cost "
which could give rise to the single
currency, known as the "euro," on bear some of the costs in the form
Jan 1,2002 of increased premiums, said a

"Effective risk management spokeswoman for the ABI
means that businesses must iden-

Policyholders most likely will

However, the Assn of Insurance
tify the wide and diverse changes & Risk Managers cannot comment '
that need to be made to accommo- on the effect the single currency
date the euro,” warned the Assn will have on risk management is-
of British Insurers late last month sues in business because it "does-
In tS Quarterly Statistics and Re- n't have a view" as yet, said an
search Review "Many of these AIRMIC spokeswoman

changes will have to be made A single currency probably has
within the three o5 transition advantages to a risk manager who
period when the euro and nation- wants to buy Pan-European in-
al currencies are in operation si- surance programs in one currency,

multaneously " said Hugh Loader, president of

Lower rates may signal
risky competition: ILU

By SARAH GODDARD

Tanker losses

sufficiently insured

LONDON-The Internation-

cerned that underwriters have in-

stead yielded "to foolish competi-
LONDON-The continuing tion "

downward pressure on rates may

be good news for buyers but could still fresh in our minds, it is hard

mean bleak prospects for London to understand how we can be con-

insurers, warns the Institute of fronted with the scale of rate re-

London Underwriters

These are not likely to bring
al Tanker Owners Pollution the total insured bill up to the
Federation says the liability $200 million level, said Mr
exposures of the Russian Nichols
tanker Nakhodka, which broke He was responding after the
up in Japanese waters on Jan Petroleum Assn of Japan
2, should be amply covered by warned that claims resulting
the $195 million available from from the break-up in bad
weather of the 1970-built
Most of the clean-up work Nakhodka could exceed the
has been completed, and the hmit available through insur-
cost so far has been roughly es- ance and international com-
timated at $50 million, accord- pensation funds
ing to Joe Nichols, technical The first $2 2 million of pol-
manager of the London-based lution and injury costs arising
ITOPF, which was appointed to out of the incident will be met
coordinate and oversee pollu- by the U K P&l Club, which
tion clean-up for the spill
The remaining element of owners of the Nakhodka The
outstanding costs relates to the next approximately $192 mil-
"damage component” of the lion in costs will be borne by
spill (BI, Jan 27), which con- the International Oil Pollution
sists mainly of the impact on Compensation Funds, an al-
local Japanese fisheries and the liance of government pollution

potential effects on tourism in funds
the area

"With the losses of recent years

ductions we have seen in the hull
Last year was the seventh year and energy markets," he said
in a row that claims paid by ILU In its annual report, the ILU an insurance fund
member companies exceeded pre- warns that additional rate reduc-
miums, with premium volume to- tions in marine hull coverage wiill
taling £1 57 billion ($2 55 billion) result in a return to unprofitabili-
compared with £2 09 billion ty for underwriters
($3 39 billion) in claims, the ILU "It is difficult to be optimistic
reports about the immediate future," said
The year was characterized by the ILU report, though It noted
"pressure on rates, an increase in that deductibles on marine hull
the number of vessels lost and air- business are holding up
line accidents up, with a conse- The energy insurance sector has
quent increase in passenger fatal- felt "ViCiOUS downward pressure
ities," said ILU Chairman Nigel on rates," possibly more than any
Jenkins at the institute's annual other class of insurance, because

insure Prisco Traffic Ltd, the

meeting last month of intense competition in both
Those factors alone may not be London and international insur-
a problem if they are handled by ance markets, according to the

strong management, he said But ILU Massive overcapacity, cou-
Mr Jenkins said he was con- See ILU on page 19

-By Edwin Unsworth

I

i
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RATES AND CLOSING TIME:

Rates: Display classified is $163 00 per cold,nn inch, mint,r m of one mch Straight classified Closing: Published every Monday Copy must be in typewritten form by 5 00 Tuesday, 6 days
ts $14 00 per line, mmimunt of 5 hneg Count 34 characters per line (include each sptice and preceding publishing date No verbal phone copy accepted Most major credit cards accepted
punctuation as a character) Additional $22 00 chargeforall b ndbox ads Only thoseresponses Mailadsto, Cheryl Adeszko, Classified Advertismg, 740 N Rush St, Chicago, IL 60611

For more mformation call 312-649-5340, FAX 312-649-7799, or e-mail cadeszko@cram com

atbitch«fit into a business size envelope will beforwarded Respe 1SeS are fonuarded daily
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A A . . UNDERWRITERS/AGENTS
Vice President. Claim and Risk

A+ rated Insurance Company seeks
specialty underwriter,/agenti for

11lcipejzoil® =Rmam)

REINSURANCE SR CL MARKETING SPECIALIST

Casualty VP - Treaty Underwriter

MD/DC/VA area $50 - high $60's K

Control Services
. innovative, customer-service oriented specialty Insurer, based in

Connecticut, ts seeking an Individual to direct its claim and nsk control
service operations Reporting to the Chief Opera ing Officer this

SE RS A SR S

lanning process far the overall buslness of the i surer

n
|mgort§r$t mngJ] ﬂgﬁ
+£xposures Is a plus
Competlbve salary and excellent benefts Please send resume Including *;
* salary requirements by February 28,1997 to
Waymar Advertisings' Confidential Reply Box H549
529 West 42nd St, New York, NY 10036

* fYTBILD®7Im-Bil

CHIEF FINANCIAL OFFICER

COMPANY
"Excellent" rated mutual commercial property and casualty insurmise company Su-oig liquidity lever
age and investment positions with assets of $1 2 billion located in a des, aile Midwest community ad
jacent to metropohn area

CREDENTtALS
CPA degreed in financial arena, with advanced degrees in finance, 36COin-Ing ard/or :ctuanal a definite
plus Knowledge and experience with cost accounting methods and implementation a so a plus Strong
personal traits Exhibits role model type behavior, excellent presentatioi sic[ls, effectve communicator
with staff and senior management team developer of staff, develofs Intema customer focus within owi
staff, coaching yet accountable management style Innovative and markiting oriented Known for stronc
agency relationship siblls Responsive to intellectual challenges and has the abllity to develop concepts
REPORTING AND RESPONSIBILITIES
Will report to the President and CEO with responsibilitles of treasurer aid sufervison of financial de
partments of the company
EXPERIENCE ANO ABILITIES

The ideal candidate Is currently working in a number one or twi financial position at an insurancE
company but desirous to move to the next level which preset*s the opportunity to assist m the
planning budgeting and direction of the company Also is comfortable Mth te'hnical innovations and
willing to implement advances m electronic functions that will imgrove sErvice while increasing
corporate emciency

Qualities would include the ability to work with other executives 11 forlldatirg shcrt and long terrr
strategies and recommendations for business direction Candidate should ha,e the leadership skills

i fo coordinate activities with other departments and mcre Importaitly possess the ability to assist Ir
the company s overall oblective to continue to grow prof tably Should te able to identify and be willing
to make recommended changes that will continue to imp-ove the comp©nq E profit picture Imagination
problem solving ability, and a desire to toin an aggressive management team are qualities for thE
right individual

COMPENSATION

Attractive saialy structure, 401 k Program Defined Benefit Penslor Pl:n extremely competitive Incem
tive Compensation and Benefit Programs, as well as an Executive Ccmpany Car Program

If you meet the above listed requtrements please subm t your resume college transcripts and salal
requirements to Business insurance, Box 3030,740 Ncrth Rush S.rees Chicago IL 30611 2590

At Zunch-American, we continue to achieve considerable
growth and success in a highly competitive industry As a result
of this growth, we are currently seeking tte following profes-
, sional to join our Head Office in the Chicago Suburbs
i
PROFESSIONAL
LIABILITY CLAIMS

MANAGED CARE

You will be responsible for reserving, handling and settling
moderate to high-level managed care protessional liability
claims across the United States The position will work closely
with the underwnting team and provide marketing support We
require a minimum of 5 years expenence in htigation manage-
ment and account management Knowledge of underwnting is
a plus A college education is required

Zurich-Amencan offers a competitive salary and benefits pack-
age For consideration, send/fax resume, including salary hts-
tory to Zurich-American Insurance Group, Attn:
Human Resources, Code: BD-PLC. 1400 American
Lane, Schaumburg, IL 60196. FAX: 847-413 5971.
An Equal Opportunity Employer/ Smoke-Free Environment

ZURICH AMERICAN
INSURANCE GROUP

li’YSETEEMORRIII1ZIB

PRODUCERS WANTED
"Adult Entertainment Clubs"

Old Republic Re, A+ reinsurer, $500M PS, Prestigious ML broker needs high caliber Competitive Product Coverage & Price

growth and profit-%hdring
EWCI-SEARCH
1-800-566-4578
Fax 1-201-666-2642

seeking seasoned cas treaty U/W w/prima- pro w/5-10 yrs exp, licenses, will work Leads Provided Exclusive Territories

ry or fac cas & treaty exp equaling 15 yrs, with Prod developing competitive

Call Dan 1-888-228 2433

specific emphasis on AL/GL/WC/UMB mktg/risk programs, handle high $ accts
business, proitable track record, sound Call (301) 948-0166, or fax resume (301)

email gmegee@ix netcom com business lucgment, good technical/ 977-1166

communication skills Undergraduate de
gree reg'd, prof designation-CPCU, MBA
highly desirable Resume, comp
history to Joseph Bowden, Old Republic
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SENIOR EXECUTIVE

Re, 90 Wilharr St, NY, NY 10038, Fax (212) Seeking experienced Senior Executive to

ALY TS

1111IMARKETING OPPORUNITY

p §n /03 a
dlgof m% ieSIT k.
HH h

509-6915

lead business development adivilies for so-

phisticated health care fisk management National MGA 1$ Nking le$/Mod(elini stoll to 1,11
company Candidate should have al least new execullve posmons as Regional Territory Repre
ten (10) years Successful Experience lematives Wed,gmcurmot ents/imbers or (or

nqgngg r1§gubqn gndors IS treet, Ch|cago| 0611. DI

mflpem]AD =

- - to the nsk management and in-
' - sufance industry throughout

CTOR RISK MANAGEMENT

Salary up to $85,200 annually Plan and di-
red a JPA for property and liability and
workers' compensation, and a sep:

RISK ANALYST

Implementing strategic acilvittes In comph- net Marketing personnel, to be based m these re

Gated and evolving markets Advanced de-

gions, selling our concepts and products ona whole

gree requifed Health cate exper ence not a mle d mmil bmti A 1110 knowledge of the agem

gram administration experience Complet Street Chicago, IL 60611 EOE

ed SDCOE application materials must be
received by 5 00 PM, March 7, 1997 Call

or come to

CURRENTASSETS LLC de-

livers strategic staffing solutions
San Diego County Office of Education
6401 Linda Vista Road

San Diego, CA 92111 7399
(519) 292 3500

Chicagoland An opportunity

exists fora Part-Time Risk Ana-

http //www sdcoe k12 ca us
AA/EEO/H/WEMPLOYER

lyst for a Fortune 500 company
located in the Chicago suburbs
Responsibilities include as-
sisting with day-to-day risk
management issues If you hae
1+ years of Property/Casualty

MANAGER OF EMPLOYEE BENEFITS

i i Salary to $75,000
experience with good automa-

tion skills, please contact

GROUP SALES

Fickewith & Asso(tales is a 26 year old employee
benefits brokerage and consdting fkm We 0Ofe
looking for o soles profesgonal with experience m
theover 20 |ifegroup market Area of work would
be Southern (oldarnia (fanta torbam South to San
01,90) Excellent poikage of base pay, incentive
and beneht Interested candidates should forward
o (over leller and resume to John M Fickewirth,
Fickewirth & Associates, 5851 Thille Street, Suite

Nationally recognized service industry 102, Ventura, CA 93003 5422 or fox

leader, based m Tennessee is seeking an (804) 646 8316 EOE

innovative executive to provide leadership
to develop, implement, and administer
strategic emfloyee benefit programs to
suppdrt the-aggressive sales and growth
of the company Specific areas of focus
will include enhancements to existing pro-
grams, development of new programs,
large scale competitive analyses, benefits

CURRENT ASSETS

Attn: Rachel Winter
227 W. Monroe St., Ste. 3750
Chicago, IL 60606
Fax: 312-332-7078
Phone: 312-578-1]20
EOE
work

closely with senior management

Successful candidate will possess proven
skills In the areas of customer and employ-

CIIENT SERVICES CONSULIANT
INTEGRATED DISABILITY PROGRAMS

We ore o growing adminNmtor of mtegmted disability

communications vendor relationships, Progmins Out (lients ole oinong the premle, companies
and user surveys to assess program effec m high tedmology ond other industnes Ow mgd growth

tiveness This is a highly visible posmon hasmsulted inthe (motion of o new posihon foran mdr
......... ,— within the corporation and will

wdual who con work dosely with dients to help them m
plement ond manage Wogroms aimed ot reducing costs
ossocieted willi employee absence

ara
JPA for employee fringe benefits Re | pre- reqwstle Send resume to Bus Iness cy systemand marketplace, excellent sales skills, and
quires five years of risk management pro- Insurance, Box 3024,740 North Rush theabilityordefiretoworkonyourownwillprovide ,

Ihe right person with an exie||ent opportunity and i
skong income potential Expenence with affinity
group and programs 5 0 plus

Send resume m conhdence to
P.O. Box 611495

Miami, FI 33261-1495
Or Fax: (305) 893-8659

Business
Insurance

Circulation Breakdown

Commercial Consumers

Adminilralive:

CEO's, Presidents, and Owners, 1,746
Vice Presidents, Genetal Managers and

Other Administmbve Persoftnel 4,884
Financial:

Chief financial Officers and Vice Presidents

of Finance 3,011

eeservice, benefit communications, and Candidates must hoverelated industry experience, pos Secretanes, Treasurets, controliers and

o5’
Sedgwick

rience and a desir€ to be associated

Business or Fuman Resources is sought
but not required

Professional Liability Exceptional salary and benefits package is

. available in addition to a lucrative incen
Risk Management R X
tive compensation program based on cost

& Litigcltion Director efficiencies Also offered Is an excellent

people skills

The Matrix Componies

Sedgwick, one of the worlds male,r in-

service providers has a strong pres

opportunity for professional growth lead-
surance brokers and nsk management ing to an officer position within the cor-
poration Send resume, in complete confi-
dence to Business Insurance, Box 3029,

Aim Human Regumes
PO Box 11035+Sinke, (A95103

Fax (408) 467 1288

Broad range o cients The company 740 North Rush Sireet, Chicago,IL 60611- Vistour web fle@hip/www momrii com

provides insurance brokering employ
ee benefits and related consulting ser
vice for clients looally nationally and
internctionally

Based m the company's U S corporate
offices at Memphis Tennessee and re
porting lo the Chief Operating Othcer
the successful candidate manages the
defense of all professional liability

tiFi?' 111

REQUEST FOR PROPOSALS (RFP)
GROUP POS AND HMO/EPO PLANS

1 1 1 1'1 117>

well developed analytical and financial sess excellent communication skills ond be sell mottvot other Financial Pemonnel 2,827
skills A minimum of 6 years related expe ed Thhe position requnes both excellent quanmollve and

RisWEmployee Benefits:

a dynamig, grow; enterprise Is gx
of 2l candidsles A Haslers degree i Tnfrested mdmduols should mofor fax a wiumeto Vice President fs, Directom, Managem, and other |

related department pemonnel of Insumnw, nsk,
employee benefits, pemonnel, compensation,
pension, saleN, secunly, mdustnal relabons,

human resources and employee/

labor reaons 17,307
Sub-total 29,775
Associations 301

Government, Unions and

Educational Ins*tons 969

Commercial Consumers

claims madeagmnst thecompany Ad The University of Callfomials accept,ng bids for Point-of-Service (POS) and Accountants, Actuanes,

ditioncl respon3|b|l|t|es include nan HMO/EPQ prO();rams to cover approximately 10,000 employees and annul- Attorneys & Consulmnts

aging a department of other lawyers tants (refirees} of Los Alamos National Laboratory in New Mexico

agement of outside counsel and devis_ Managed Care Organizations (MCOs) wishing to bid must meet certain mini-
ing an i implementing thecompcnys mum pre-qualifying critena tosubmita proposal, for example

professional liability risk management
preventative plan

The SLCCessful candidate must be a
member of a state Bar, have significant
technical insurance and benefit con
sulting expel ience, as well as manige-
ment experience Interested ccndi

*Have minimum HMO/EPO membership of 25,000 or combined
HMO/EFO and POS membership of 50,000 in New Mexico

* Have a minimum of 75 combined HMO and POS groups in New Mexico

« Maintain general liability coverage of minimum of $1,000,000 per
occurrence and $25,000,000 aggregate

dates should respond in confidence by A list of al] pre-qualified cntena can be obtained by calling

providng resume and salary history to
Humcm Resources Department
Sedgwick Inc
.000 Ridgeway Loop Road
Memphm, TN 38120
Attn Ann Fields

Only wntten applications w111 be
considered No telephone calls, please

Mr Jeff Bernardin
Deloitte & Touche LLP

(213) 688 - 3356
RFPs will be sent to MCOs only The deadline for proposal submission is
12 00 noon, March 21,1997, Pacific Time Commission or service fees of any
kind will not be payable by the University
EOE/AA

Sub-total 31,045
Insumnce Agents and Brokers 8664
Insumne Companies 7,831
3,148 1
Adjustefs, Apposets, TPA's, Captive Managers
& Health Can Providers 1,880
Others Aed to the Reid 680
Total Qualified 53,248,
Non-qual,f,ed 12
Smgle Copy Sales 40
TOTAL CIRCULATION 53,300

* Source Business/Occuonal
breakdown of quah#ed cimulabon,
Me 27,1996 Issue, as
submmed to BPAIDIJune 1996

BPA Publishefs State Rent
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continuing to investigate possible panies," explained Mr Fortunato, Reinsurance Co and Employers
capital market transactions starting with exchanging property Reinsurance Corp are all mem- tion, CATEX may be able to help
Meanwhile, officials of the catastrophe risks, but it has been bers, as are some large corpora- prepare companies for entry into
Princeton, N J -based Catastrophe extended to trading annuities: tions, including electne utility En- the capital markets arena, said
"Nearly all the malor US In- Risk Exchange are talking with workers compensation and envi- ron Corp Frank Sweeney, also a CATEX vp
vestment banks have participated representatives of the Bermuda ronmental liabihty business "Once (CATEX) is trading and "The core of the market is pricing
in 1996," he said "All those malor Stock Exchange on a proposal to So far, the exchange has had the sale of insurance begins to de- data,"” he explained "There is
investment banks suffered a fail- set up a Bermuda operation for in- four risks posted, none of which velop, there is an opportunity for tremendous interest m pricing
Lire during the year " surers to trade tranches of catas-
Smaller specialist companies trophe risks
may have more success in the field, CATEX is "the logical link be-
tween capital markets and the in-

Through providing this informa-

Finance

Continued from page 17

risk " And that interest has notice-
ably shifted over the past couple of
years, inspired by the rush to man-

age exposures down in the tail of
Humcane Andrew

he predicted 'Nearly all the major U.S. investment banks have

Already, though, 1997 is squar- surance industry,"” said Frank For-
ing up to be a busy year for capital tunato, vp of CATEX What's
markets transactions more, "the (insurance) industry

Three new deals have been pro- seems to be lining up willingly to

parlicipated in 1996 (in capital markets risk This has led to a much greater
interest in taking on the risk, but
the assuming companies want to

know what constitutes a good

fnancing). Allthose major investment banks
suffered a failure during the year,' says Morton Lane.

posed, plus the anticipated pro- capital markets,” he added
ceeds of a proposed catastrophe
bond to be issued by Winterthur ized trading floor where primary

CATEX operates as a computer- price "A flow of real-time infor-
mation can influence the prices,”
Swiss Insurance Co has already insurers, reinsurers, intermedi-

been raised to 399 million Swiss ames and self-insureds can trade

said Mr Sweeney
Ultimately, time will be the test
francs ($279 9 million) from 300 tranches of insurance risks, such has yet been traded Nevertheless, real-time indexes on a minute-by- of the capital markets' incursion
million Swiss francs ($210 5 mil- as a book of property business ex- CATEX has "more than 23 sub- minute basis," explained Mr For- into risk-taking, whether through
changed for a book of auto liabili- scribers," said Mr Fortunato, in- tunato This could have real ap- mechanisms such as securitization
Of the three that didn't complete ty risk cluding some of the big names in peal for the capital markets, which or exchanges "It is a fragile revo-
their deals last year, USAA is cur- "The concept was originally lim- insurance and reinsurance in the past have complained that lution," said Sedgwick Lane's Mr
rently refiguring its bond issue and ited to exchanging 'spikes’' of port- CIGNA Corp , Travelers/Aetna insurance pncing has been un- Morton, "and no one is quite sure

both ACE Ltd and Cat Ltd are folios between U S primary com- Property Casualty Corp, Swiss known where it is taking place " =1

out the country over a common cur- have been very active in consider- verted data, storage capacity could readiness, said the ABI
rency The Bank of England over ing the impact of a single currency be stramed For example, an unnamed Ger-

Currency

Continued from page 17

the past six months also has asked However, "research conducted by « Making sure there is continuity man insurance company has drawn
various parties how the euro will the ABI suggests that many U K among insurance contracts when up a full list of planning activities
nesses may lose a risk because impact businesses depending on insurance companies are only now currencies change "Given that the with a detailed estimate of the costs
they won't have to hedge against whether the United Kingdom is in starting to realize the full implica- U K conducts a large part of ItS of loining the EMU The company
the various currencies in Europe or out tions of the euro for their business," business with the U S and other has conducted a full investigation
anymore, "but they equally lose an Ultimately, it is a government de- the ABI said m the statistics and re- overseas countries, it is also impor- into the information technology is-
opportunity"” to make money when cision whether the United Kingdom search review "Very few compa- tant to ensure that the introduction sues involved, including a full in-
hedging, Mr Loader said "But for enters the EMU The whole issue is nies appear to have researched the of the euro does not invahdate third ventory of computer programs and
more conventional risk managers, proving a pohtical hot potato in the practical implications of a single country contracts,” said the ABI data banks This preparation has
the discussion topic (of the euro) run-up to the general election, currency on their business activi-
has fallen flat (because there) does- which must be held by the begin- ties "

n't seem to be an exposure there " ning of May, and nobody is clear

- Reprinting costs, particularly as resulted in a five-year implementa-
the pnnting industry will be heavi- tion plan with the estimated costs
The key reason for this deferralin ly stretched to meet demand from belng spread over that time

The idea for monetary union and how and when the decision will be interest seems to be the "uncertain- other industries "It is ddficult to plan for an event
a single currency in Europe first taken Of all the EU nations, only ty surrounding the project Compa- -Anticipating the possible col- which is at least two years ahead,
was raised m the Maastncht Treaty the United Kingdom and Denmark mes are reluctant to commit sigmf- lapse of the euro, which is a "real and where the effects on U K com-
on monetary, trade and political are not committed to joining the icant resources to researching and possibility” during the transition panies are uncertain,” the ABI con-
union adopted by EU nations m EMU at some point planmng until they know which phase
1992 Since then, EU nations have Within the United Kingdom, countries will be in," said the ABI While British insurers only now to go into EMU, a great deal
been struggling to meet economic there are calls for a referendum on "There is a trade-off between tak- are starting to consider the real of planning and implementation
ing action now, which may be su- nsks involved in a single currency, of change will be necessary (and
perfluous if the U K opts out, and some companies, particularly in some will be required even if the
the likelihood that costs will be Germany and the Netherlands, are U K IS OUt) The timescale for this
higher if, asa result of the delay, much further along m their state of 15 short"

less time is available for planning "
The ABI estimates it will cost the

cluded "However, if the U K were

'WVery few companies appear to have

researched the practical implications
British insurance mdustry about £1

billion to convert Bntish pounds to
euros This estimate is based on in-

of a single currency on their business Services Guide

activities,’' the Assn. of British Insurers says.

formation from a small group of
British insurers and estimates from

other countries The German msur-

CPCUE angy

| guarantee you will learn more in less time with
The Burnham System - or your money back
Aay Burnham CPCU CLU ARM
19 Everett Street Southbridge MA 01550

Call 1-800-GET-CPCU Now'

ance industry, for example, claims FOR 1997 SERVICES GUIDE tes
criteria established in the Maas- the issue, but it may be decided by the cost of conversion for German
tricht Treaty that need to be met for the government without public in- insurers will be about 10% of non-
the countries to Join the EMU and put However, if the government personnel costs spread over a three-
establish a single currency The decides to go ahead, like any other year pernod

currency unll be called the euro

ADVERTISING INFORMATION
CALL 312-649-5340

European country it will have to
Countries must meet the econom- meet the "convergence criteria," British insurers would melude

ic criteria this year in order to Join covering factors such as long-term « Converting computer systems to

the EMU The euro then would be interest rates and sustamable infla- accommodate the euro Womes

Accordmg to the ABI, the costs to

PUBUSHING MARCH 3 IN

Business
INnsurance

introduced over a three-year tran- tion rates, before It can enter the have already been expressed by m-
sition period starting on Jan 1, EMU
1999 The final date to introduce If it doesn't getin at the first op- not cope should the euro be desig-
euro notes and coins into circula- portunity, 1999, it still has the pos- nated by a three-letter symbol, such
hon would be Jan 1,2002 sibility of entering later The par- as EUR If the euro is designated by

According to the Maastricht ticipating member states for the a symbol, new keyboards or soft-
Treaty, the United Kingdom can initial phase will be chosen in ware applications would have to be
opt out of joining the EMU, and de- sprmg 1998 purchased Also, if systems have to
bates have been going on through- Financial markets in London hold both converted and uncon-

surers that database systems could

BENEFITS:
Administration & Online Resources

ed in late 1996 316 in 1995 though this figure was

"It was obvious that insufficient skewed by the Bukoba ferry disas-
notice had been taken of the warn- ter, in which a passenger ferry cap-
ing given (by the ILU in 1995) that sized on Lake Victoria in Tanzania
pled with extremely low levels of deterrmned action must be taken m and about 700 people drowned
claims, has translated into broad 1996-therwise rating levels could » Merchant ship losses reached
rate reductions for energy policy- be undermined by such over-opti- 105, more than 20% higher than the
holders mism,"” the ILU report said 1995 total of 95

ILU

Continued from page 17

DIRECTO
Benefit Information & Claims Systems

CALL NOW TO RESERVE YOUR SPACE
(312) 649 - 5340

Despite seeing an influx of new The ILU cited several categories Merchant ship tonnage lost was

capacity, marine cargo business of losses affecting the institute's down 5 7% to 653,775 gross tons in

produced a "reasonable result" for underwriters in 1996 1996, compared with 693,433 gross

insurers last year, though the ILU - The number of fatalities from tons the previous year

expects it, too, will be under pres- airline accidents worldwide last

sure to cut rates year was 1,437, up 375% compared tal losses were up 25% to 25 in
Aviation insurers were not ex- with the 383 in the previous year, 1996, from 20 in 1995 The estimat-

AD CLOSING-
February 19

= The number of aviation hull to-

empt from the downward trend in making it the second-worst year on ed overall cost of hull losses for
rates 1996 was an adverse year for record, according to the ILU Western-built Jets climbed 14% to
aviation underwriters, said the ILU - Lives lost at sea nearly tripled $477 million from $418 million in
report, and rate declines aceelerat- to 1,190 worldwide last year from 1995

For advertising information contact Cheryl Butler Adeszko.
Classified & Services Guide Advertising, 740 North Rush Street, Chicago, lllinois 60611
Telephone (312) 649 5340 « Fax (312) 649 7799
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Aon strengthens operations
in Germany by combining units

HAMBURG, Germany-Aon Group
Inc. has merged two of its German op-
erations to strengthen business with
midsize companies and attract more
top industrial clients.

The merger of Hamburg-based
Hudig-Langeveldt GmbH and Wes-
selhoeft Ahlers & Schues creates the
third-largest broker in Germany. The
combined Hamburg-based operation,
which will be called Aon Deutschland
GmbH, will have a staff of about 450
and gross revenues of more than 85
million DM ($51.7 million).

Wolf-Jurgen Thurnagel, chief exec-
utive of Aon Deutschland Holding,
the parent of the combined German
brokerage operation, says Aon's cor-
porate identity is a key factor for ex-
pansion in the German market.

In September 1996, Aon acquired
Wesselhoeft, Ahlers & Schues for an
undisclosed sum. Huclig-Langeveldt,
which Aon acquired in 1991, has bol-
stered its position in Germany
through the acquisition of 10 midsize
brokers since 1972, when it entered
the German market from the Nether-
lands.

The merger will strengthen the two
German brokers' core business with
midsize companies.

Mr. Thurnagel said he expects that
the combined operations will contin-
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ue to be the broker of choice for mid-
sjze companies doing business in Ger-
many.

In :ddition, Aon plans to use the
cernbined operation for niche busi-

ness.

'Aon is a single, closely
knit global player,’

which provides it with a
competitive edge, says
Woll-dJurgen Thurnagel.

The two Hamburg-based brokers
are specialists in credit insurance.

The most important new strategic
goal, however, is top industrial clients,
Mr. Thumagel said.

"Germany's top 500 area major fo-
cus," be said.

"Aon is a single, closely knit global
player. We have the advantage over
loose configurations like the UNISON
network (which includes top German
broker Jauch & Huebener) because no
one knows how long it willlast,” Mr.
Thurnagel said.

For the time being, Aon does not

plan any additional acquisitions in

Germany, Mr. Thurnagel said.

With the broker's recent purchase
of Alexander & Alexander Services
Inc., Aon now holds 20% of Dussel-
dorf-based Jaspers Industrie Asseku-
ranz.

Although Germany's market condi-
tions have squeezed profit margins,
Mr. Thurnagel expects the combined
German operation's profits to in-
crease about 10% in 1997 from last
year.

Peter Wesselhoeft, chairman of
Wesselhoeft Ahlers & Schues, will
head Aon Deutschland GmbH

-By Don Lewis Kirk

Law firm facing suit
over ex-worker's illness

LONDON-A lawyer is suing her
forme employer, London law firm
Fi-eshfields, for loss of her career as a
lawyer, personal injury, psychological
distress and, separately, sexual dis-
crimination

Kate Cawthorn, 25, is claiming
£633,436 ($1 million) for her injuries
and loss of future earnings after con-
tracring dysentery while on a busi-
ness tr-p in Ghana.

In a separate Industrial Tribunal
action. she has lodged sexual discrim-
inatiom proceedings against the law
firm, claiming the firm would have
acted differently had she been male,
said h€r lawyer, Gillian Howarc, who
is not affiliated with a firm.

Ms. Zawthorn contracted shigella
dysentary after eating fresh fish while
working in Ghana in January 1994.
She claims Freshfields failed to en-
sure she had the proper inoculations
and failed to advise her on her diet in
an area where shigella dysentery is
endemic, said Ms. Howard, a leading

litigatcr on employment law.
Ms. Cawthorn claims the firm

failed to send her home for four

weeks despite severe stomach pains
and diarrhea.

Ms. Cawthorn returned home only

after learning her manager on the trip
had been told he could return home
after also contracting diarrhea.

Since returning home, she con-
tracted irritable bowel syndrome and
has been on medication ever since.
Due to her iliness, she has been un-
able to complete the required two
year traineeship that would have
completed her qualifications to enter
the legal profession in the United
Kingdom.

"The drug she has been taking
could have long-term effects and even

leave her sterile,” according to Ms.
Howard.

Freshfields claims the firmm had no
idea how ill Ms. Cawthorn was at the
time.

Ms. Howard, meanwhile. accuses
the firm of continuing sexual discrim-
ination and negligence in its lack of
support and'indifferenceto a mem-
bet- of staff's health and safety."

Companies have a statutory duty to
ensure their employees' safety at
work and take reasonable precau-
tions against any foreseeable lisk, Ms.
Howard said, claiming that in this in-
stance "they took no steps whatsoev-

er and didn't care.”

-By Carolyn Aldred
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For #he Record

Owens Coming to
appeal asbestos ruling

TOLEDO, Ohio-Owens Coming
will ask a Florida trial court to reduce
the $32.8 million in damages a Flori-
da jury awarded to an eleetrician who
developed cancer from asbestos expo-
sure.

Last month's ruling against the
Toledo-based manufacturer consists
of $1.8 million in compensatory dam-
ages and $31 million in punitive dam-
ages.

A spokesman for Owens Corning
said the company will seek to reduce
the award, which he described as "a
wildly unjustified verdict," and also
appeal the case. He also pointed out
that the amount of punitive damages
exceeds three times the compensa-
tory award, the limit under Florida
law.

Owens-Coming has $1.4 billion in
reserves to pay for its asbestos-relat-
ed claims, the spokesman said.

In other asbestos-related activity,
the company has filed a second suit
asserting thousands of asbestos suits
were filed against the company based
on fraudulent medical testing.

The suit, filed in the U.S. District
Court for the Southern District of
Mississippi, claims a medical lab gen-
erated false pulmonary tests designed
to make people appear to suffer from
asbestos-related disease. Last year,
the company filed a similar suit
against three testing labs in Louisiana
(Bl June 24, 1996). That suit is still
pending.

Louisiana considers

hurricane cat fund

BATON ROUGE, La.-Louisiana
insurance regulators are considering
the creation of a fund that would lim-
it the payout by insurers if a catas-
trophic hurricane struck the state.

"We are in the discussion stage,"”
said Rich Piazza, an actuary with the
Louisiana Department of Insurance.

Takeover

Continued f'rom page 1
INnsurance Partners and half of-
fered to Superior National's exist-
ing warrant and shareholders.

Insurance Partners would also
buy any shares not taken by the
existing shareholders.

Zurich Centre is one of three
major investors in Insurance Part-
ners, which in turn is already a
large shareholder in Superior Na-

tional.

All Nnon-insurance liabilities
would remain in the shell of the
old Golden Eagle, which would
eventually be liquidated, said Karl
Rubinstein, a lawyer with Rubin-
stein & Perry in Los Angeles who
is acting for the Insurance Depart-
ment as conservator.

After last Tuesday's annocunce-
ment, though, the California de-
partment began receiving calls
from other companies interested
in Golden Eagle.

Fremont Compensation Insur-
ance Group is working jointly
with American Re-Insurance Co.
to develop a competing bid, con-
firmed James E. Little, Fremont's
president and CEO.

Details of that offer are still be-
ing worked out, but the bid will
similarly cover the takeover of
Golden Eagle's book and manage-
ment of the ongoing operations of
San Diego Casualty, Mr. Little
said.

California regulators were also
contacted last week by Liberty

Mutual Insurance Co. and Zenith

National Insurance Corp.,accord-

No formal proposals have been draft-
ed that would outline the structure of
a catastrophe fund.

"We're trying to figure out what the
best program would be," Mr. Piazza
said, and discussions among regula-
tors, insurers, intermediaries and oth-
ers have focused on a range of alter-
natives.

A fund could be state-run, similar
to Florida's catastrophe reinsurance
fund for hurricane risks, which is sup-
ported by an annual premium assess-
ment on insurers (BI, Nov. 8, 1993), or
to the California Earthquake Author-
ity, in which insurers and reinsurers
participate in various layers of an ap-
proximately $7.5 billion pool (Bl, Dee.
23, 1993), Mr. Piazza speculated.

The discussions are partly a re-
sponse to moves by State Farm Group
and Allstate Insurance Group to re-
strict their homeowners writings in
the state. State Farm holds about
35% of the homeowners market,
while Allstate writes about 17% of

the total.

Kaiser consolidates

California operations

OAKLAND, Calif.-Kaiser Foun-
dation Health Plan and Hospitals
plans to consolidate its northern and
southern California operations into a
single California division, said a
spokesman.

The consolidation process, which
already has begun, is expected to be
completed in about another 12 to 18
months, said the spokesman, who

noted the new division will have close
to 5 million members.

"The consolidation will continue

our successful efforts to keep our costs
low so that the negligible rate increas-
es over the past couple of years will
likely continue," he said.

Kaiser Foundation's president and
chief operating officer, Richiu-d Barn-
aby, will serve as interim division
president for the next 12 to 18 months

as a permanent division president is
recruited. 1a]

ing to Mr. Rubinstein.

A Liberty Mutual spokesman
declined to comment.

Zenith Chairman Stanley Zax
said he has asked the department
for the same information given to
Zurich Centre Group and for noti-
fication of future court dates.

"We ought to be entitled to the
same information that everybody
else has to decide, A., what's going
on, and B., if we have an interest."
he said.

Zenith has not decided whether
to enter a bid for Golden Eagle's
business.

WWhile the Zurich Centre

Group's bid came in first, the pro-
cess of court approval required for
the rehabilitation will allow com-
petitors to enter the bidding, Mr.
Rubinstein said.

Meanwhile, Golden Eagle

Chairman and owner John C.

Mabee has attacked the takeover

in a San Diego radio interview,
and his lawyers say he will go to
court to try to regain control of
the company.

Mr. Mabee controlled both

Golden Eagle and its main rein-
surer, Mesa Reinsurance Co. Ltd.
of the Turks & Caicos Islands,
which was also named in the con-
servation action.

"This case in a nutshell is a $1
billion-plus fine because the in-
sSurance commissioner was not
satisfied with some aspects of the
company's operations,”" said Wil-
liam Cahill, a lawyer for Golden
Eagle with Cahill, Christian &
Kunkle in Chicago. "The penalty
does not match the charge."

See Takeover on next page
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B d t "If | was a regulator, | would be many problems to discourage captwes "This should be the begmning of a with taxes on captive earnings That
u g e very concerned " said Jon Harkavy, as it can," Mr Harkavy said significant lobbying effort on the part proposal, though, in the wake of a vig-

vp and general counsel of USA Risk "This is an extenmon of the IRS' of insureds and group-owned captives orous lobbymg campaign by hospi-
Continued from page 1 Services Inc, a captive administrator longstandmg perception that self-in- to mamtain the competitive position tals, later was pared back to exclude

also says captives that generate more m Arimgton, Va, and president of The surance reserves are qualitatively dif- of alternative nsk financing vehicles," tax-exempt hospitals and universities
than 50% of their net written premi- Coalibon of Altemalave Risk Fundmg ferent than reserves estabhshed by a accodng to Robert Dumont, a part- (Bl, Aug 26, 1996)
ums from large shareholders no Mechanisms, an mdustry group commercial msurance company,"” said ner with Baker & MeKenzie in New "What passed was much more le-
[onger would be considered insurance The Clinton administration, in its Tom Jones, a partner with the law York ment that what was proposed,” Mr
companies for tax purposes brief description of the twin captive firm of MeDermott, Will & Emery m While it is too soon to predict how Jones said

That would mean captives could proposals, did not explain why it be- Chicago successful the captive indusby willl be But last year's success should not
not take tax deductions for reserves heves tax rules affecting captives The captive mdustry, though, is in resistmg the proposals, Mr Jones mean captive owners can afford to let
establlshed to pay for future losses As should be changed geanng up to hght the proposals Mr notes that tough lobbying last year led their guard down, Mr Jones and oth-
a result, many capt:ives' taxable in- But captive experts say the Internal Harkavy says CARFM soon wll meet Congress to water down legislation ers say
come would increase, leaving less Revenue Service's longstanding bellef to develop a strategy to lobby agamst that would have imposed new taxes "I'm always scared to death that
money to pay for reserves That, in that captives are no more than tax the proposals on group offshore captives owned by something hke this could become law
turn, could threaten some captives' dodges are behmd the proposals "If | could think of one issue worthy tax-exempt organizations That is because companies with cap-
solvency and affect all of a captive's "l believe this is the result of IRS of the alternative Insurance market to Under the original proposal, tax- tives havenot always been particular-
shareholders, not just large ones, cap- ammus against captives The IRS, to coalesce around to protect its exls- exempt shareholders of virtually all ly effective in protectmg their turf,"
tive experts say the extent it can, w111 try to create as tence, thls would be it," he said offshore captives would have been hit Mr Harkavy said le’

Budget proposal calls for changes to Medicare risk HMOs

By JERRY GEISEL based on Medicare's cost of provid- Kwasha Lipton Group m Fort Lee, would be based on national and local HMOs cuttmg back on benefits they
mg benefits in hundreds of counties NJThe savmgs can be so great that Medicare costs-not Just local costs offer retirees, said Eileen Settmen, a
WASHINGTON-Enactment of throughout the countly some employens, to encourage mi- That would mean that payments health care consultant with Buck
the Clinton admmistration's pro- These payment rates currently gration of retired workers from their Medicare makes to HMOs would in- Consultants Inc m Secaucus, N J
posed budget for 1998 could make range from $767 35 a month in Rich- plans to Medicare risk HMOs, w11 crease In low-cost areas of the coun- "An across the board decrease m
health maintenance organizations m mond County, NY, to $220 97 m pay the HMO toprovide extra bene- try, while payments to HMOs in the payment rate would not be good
some parts of the country more at- Arthur County, Neb Where pay- hts, like unlimited or very high pre- high-cost areas would decline The news for HMOs and their con-
tractive for retired workers, while ment rates are high, HMOs have scnption drug coverage for therr re- result of the change m the formula stituencies, which includes employ-
HMOs elsewhere may reduce bene- been able to offer a whole range of tirees would be that HMOs whose pay- ers and retirees,” said Kenneth
fits and Increase premiums ancillary benefits not covered by But in other areas of the country ments are cut might have to increase Berkowitz, a consultant with Towers
Over the last two to three years, Medicare-like prescription drugs where the federal payments to Medi- premiums or cut benefits to main- Pemn in Fort Lauderdale, Fla
moving retired workers to so-called and vision care-and still make care risk HMOs are set at very low tam proht levels In parts of the Aside from HMO changes, the ad-
Medicare nsk HMOs has been one of money on covering retirees That levels, HMOs have been reluctant to countly where federal payments ministration also is recycling a 1995
the easiest and most popular ways makes it attractive for retired work- enter the Medicare market because would increase, HMOs might enter proposal that would provide a six-
employers have chosen to cut retiree ers to move out of employens' health they beheve they can't make any the Medicare lisk market, while oth- month subsidy to states that agree to

health care habilities care plans, which supplement Medi- money on it That has closed off ers might add benefits pay COBRA health care premiums
Under this federal program, care, and mto Medicare nsk HMOs Medicare llsk HMOs as a health care But another change would hurt all for low-Income workers who lose

HMOs-m exchange for providing When retared workers move out of option for retind workers HMOs m the Medicare nsk market their jobs

the same benefits Medicare would corporate health plans and mto The Cimton administration's bud- The administration is proposing While the administration has

offer-receive 95% of thecost Medi- Medicarerisk HMOs, employers of- get would address what many per- reducing the payment rate to 90% bandied about this proposal for
care believes it would incur to pro- ten can save $800 to $1,000 per re- ceive as an inequitable nsk HMO from 95% Thatchange wouldnotbe about 11/2 years, it still has not pro-
vide health care benefits to retired tiree in health care costs, said Will payment formula In short, payment implemented until the year 2000 vided any detads, such as mcome-el-
workers The remnbursement 15 Applegate, a consultant with The rates Medicare makes to HMOs That kmd of cut could result m 1glblhty levels

Ta ke Ove r 28, 1996) 1996 The individual loan amounts Eagle has ceded business to Mesa holder's efforts to get new insur-
By last month, Golden Eagle ranged from just over $100,000 to Re for years without oblection ance

management had finally offered a $6 million and carried interest from California regulators Mr Curry later reviewed his

Contznued from prevzous page plan to comply with the depart- rates ranging from roughly 4% to "Where has the department cases and found that between 15

Mr Cahill rejected regulators' ment's reserving demand It was 8% annually, documents show been? That treaty has been on file and 20 large losses totaling $10

assertions that Golden Eagle was apparently taken by surprise, None of the loans was secured for 13 years," he said million to $15 million had been
threatened by $66 million in unse- though, when regulators instead by collateral, and none has been The loans to Mr Mabee, he moved to later years

cured loans to Mr Mabee through went to San Diego County Superi- repaid, according to the depart- added, were all from "excess The effect of the changes was to

Mesa Re and by alleged mampula- or Court on Jan 31 seeking the ment's filing In addition, the loan funds" not needed to cover claims improve the appearance of Golden

tion of financial data by the insur- conservation order that ousted funds never actually passed and that "this iS not Golden Ea- Eagle's reserving levels before

er's management Mr Mabee and several other top through Mesa Re, with Mr Mabee gle's money, it's Mesa's money " 1995 at a time the Insurance De-
"To suggest that somehow these Golden Eagle officers receiving the money by Golden Mr Cahill contended that Mr partment was examining the ear-
loans were some sort of slush fund One of those officers, former Eagle checks, the Ming says Mabee has contributed $107 mil- her years, according to Mr Dunk,

is ridiculous,"” Mr Cahill said President Grant Luna, has been Mesa Re is merely an alter ego of lion to Golden Eagle over the Mr Curry's lawyer
"John Mabee put a ton of money missing for more than two weeks, Mr Mabee, and the loans are years, including at least some oi The Insurance Department's Mr
into Golden Eagle as the company lawyers confirm The San Diego "merely vehicles by which he has the proceeds of his loans from Rubinstein also charges in his fil-
got successful, and that money IS Union-Tribune reported last week taken money out of Mesa Re and Mesa ing that Golden Eagle manage-
still there ™ that Mr Luna's black BMW was (Golden Eagle)," Mr Rubinstein John Mabee never took money ment took steps to conceal claim
Golden Eagle IS California's dropped off at a company parking charged Reserve strengthening by out of Golden Eagle He just put Information from regulators For
third-largest workers comp insur- lot south of San Diego with a Golden Eagle, he added, would money in," Mr Cahill said example, the insurer's CFO, Mr
er, writing about $400 million in Spanish-language instructional also require similar action by Meanwhile, the Insurance De- Wilkins, instructed a company
workers comp premiums and $300 tape in the car Mesa, which "does not appear to partment filing also charges that computer technician to install a
million in other property/casualty In a filing that totals several have the ability to do so unless Mr Golden Eagle management has program that would mask changes
Lines in 1996 The insurer reported hundred pages, the California de- Mabee repays his 'loans manipulated its financial data, in claim data made by Mr Wilkins
policyholder surplus of $232 1 partment charges that millions of While not mentioned in the concealing reserving information and other workers
million at year-end 1995, though dollars of loans taken by Mr court filing, Golden Eagle docu- on its computer system from regu- These circumstances tend to
an Insurance Department exam Mabee and alleged manipulation ments obtained by regulators lators and moving large liability corroborate allegations that out-
cut surplus to $81 6 million after of financial data by Golden Eagle show another related party trans- losses from the late 1980s and ear- right fraud is being committed by
deducting higher-than-reported management made the insurer a action involving Mr Mabee In a ly 1990s to more recent years company management,"” Mr Ru-
losses and expenses threat to policyholders September 1993 memo regarding Included in the filing is an affi- binstein charges
The insurer was acquired in The filing focuses in part on preparation of Mesa Re's financial davit of Kevin Curry, a former Golden Eagle's lawyer, Mr
1983 by Mr Mabee, an en- Mesa Re-owned by Mr Mabee statements, Golden Eagle Chief Golden Eagle claims adjuster who Cahill, confirmed there were "ob-
trepreneur who built a fortune in and his wife-which provided Financial Officer Ted E Wilkins left the insurer last year vious errors” in the insurer's com-
the supermarket business and is quota share and excess of loss noted Mesa was writing off as a Mr Curry sued Golden Eagle in puter records, but said they were
the owner of Golden Eagle Farm, reinsurance to Golden Eagle The bad debt expense $130,000 paid to San Diego on Jan 30, charging the unintentional and resulted from
a large Ramona, Calif, racehorse insurer reported $194 3 million re- "Big Bear Profit Shanng Plan " insurer fraudulently induced him an Insurance Department request
breeder coverable from Mesa Re at the end Mr Mabee IS the owner of Big to leave his previous Job Mr Cur- that Golden Eagle revise its claim
Golden Eagle's seizure is the of 1995 and had withheld $191 6 Bear Supermarket No 3, a Cali- ry alleges he was harassed by se- data to separate out a particular
latest round in a long-running million to secure the recoverables fornia corporation nior Golden Eagle officials after class of claims
feud between Mr Mabee and the In an affidavit, the department's Mr Mabee's lawyers said they he complained to Mr Mabee that "For Mr Curry to speculate that
Insurance Department, which or- Mr Rubinstein says he sought a were not familiar with the trans- several large losses had been shift- he knows the motive for it is pre-
dered Golden Eagle last year to current financial statement for action, Mr Wilkins could not be ed from years in which they had posterous,” Mr Cahill said
boost its reserves by $138 5 mil- Mesa Re and that Mr Mabee pro- reached actually occurred The suit seeks On Jan 30, the day before the
lion vi(led a one-page handwritten The Insurance Department fil- class action status on behalf of conservation filing, Raul Aguilar,
The insurer lost court challenges statement, saying it was the best ing also objects to a provision of other Golden Eagle employees a San Francisco lawyer for Gold-
to the department's authority to he could do The statement the Mesa Re treaty that allows for hired since 1992, said Andrew en Eagle, wrote to the Insurance
demand the reserve increase At showed about $80 million in as- cancellation in the event of insol- Dunk I, Mr Curry's San Diego Department suggesting that Mr
one point, Mr Mabee offered a sets, including "$55 million to $60 vency of either the reinsurer or lawyer Curry himself may have tampered
$100,000 reward to anyone who million" in loans to Mr Mabee Golden Eagle and which may "un- In the affidavit, Mr Curry says with the computer records
could prove that Insurance Com- Mr Rubinstein later obtained dercut" the treaty's standard m- he stumbled on the problem when Mr Curry's lawyer dismisses
missioner Chuck Quackenbush copies of dozens of promissory solvency clause an irate policyholder called to that charge
was biased in favor of Golden Ea- notes evidencing loans from Mesa Mr Cahill, Golden Eagle's complain that a 1993 loss had The conservation case is being
gle competitors that contnbuted Re to Mr Mabee totalling $66 3 lawyer, dismissed the Mesa-relat- shown up on a 1995 Golden Eagle moved from San Diego to San
to his election campaign (BIl, Oct million from 1989 to year-end ed charges, noting that Golden loss run, damaging the pohcy- Francisco Superior Court Igi
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B a I d x has Joined the builders' lobbying ef- Builders Council in Great Britain, he
u I I I Ig fort explained

"On a progressive basis, this cam-

Contmued from page 1 age may cause more damage, and tion program, the British program
wrth homeowners associallons dunng then subsequent insurers become 11- provides home warranties to buyers
the past few years have led some in- able," concurred Mr Acosta and establishes critena for measuring
surers to stop undermiting contrac- "Montrose says the insurer may be quality in construction, he said
tors habillty coverage (Bl, Nov 11, onthehook even if thepolicy was sold "One of the problems we suffer is
1996) 10 years after the product is made," he the inconsistency of quallty interpre-

"Even subcontractors saw hefty in- explamed, "because the occurrence is tation," he said "Without standards,
creases In Insurance premiums or, continuing "
worse, they couldn’'t get policies be- The AIA hopes to return to the 'loss another person's opmlon"
cause they were Involved m condo m progress" thngger that had been ap- In addition, followmg building
consttirtion,"said Juan Acosta, leg- phed_n construction defect eases pn- codes often isn't sufficient protection
islative advocate for the Callforma or to the Montrose decision, Ms War- from hability "You can bulld to code
Building Industry Assn m Sacramen- ren said and still finish up with a problem," he
to "We hope to address Montrose leg- added

This is because the Callfornia islatipely, but only in the construction
Supreme Court in 1995 let stand an defect context,” she said oncile architectural and er.gineering
appellate court decision granting The coahtion is seeking broader plans, the Universal Building Code,
broad pollution coverage to Montrose support from the insurance industry, manufacturers' specifications and 10-
Chemical Corp undet a "continuous including the California Agen:s & cal building regulations, Mr Pattin-
trigger theory' (BI, July 10, 1995)

As a result of the landmark ruhng, Many construction experts think
a pohcyholder facing pollution-relat- coming increasingly scarce for home- adopting the British solution may be
ed claims can tap all of its CGL poll- builders in California And, because preferable to simply limiting builders’
cies from the time pollution begms few billders can afford to assume the liability because it addresses the

until the hablhty is known iisk of being sued over construction source of the problem shoddy con-
While the Montrose case involved defects without Insurance, construe- struction

Besides instituting a pnvate mspec-

all we have is one person's opinion vs

This is because it is difficult to rec-

Brokers Legtslative Council son explained

Meanwhile, CGL coverage is be-

CGL coverage in the environmental Lon of affordable single-family hous- "We're trymg to hmit habihty for
context, it since has been apphed to ing is down as much as 90% m some builders, but also trying to define the
building defects, said Duane E Shm- parts of the state, Mr Acosta said
mek, a partner at Epsten & Grmnell Fol example, the Southern Cahfor- ist for the Plumbing, Heatw.g & Cool-
m San Diego Mr Shinnick is a plain- nia Assm of Governments recently mg Contractors Assn in Sacramento
tiffs lawyer who often represents contacted the Cahfornia Buildmg In- This Fiall require talking to home-
homeowners m building-defect cases dustry Assn to find out why no owners to find out what prompted
In 1995, the Callfornia Supreme builders wlll bid on contracts for af- them to sue and whether they were
Court remanded a 1994 building-de- fordable high-density housing
feet coverage case, Zunch Insurance "Nobody can get habihty coverage added
Co us Transamenca Inswance Co, to build condos," Mr Acosta said "We're loofing at this as a four-year
which had been awaiting appeal, af- In response to the litigation threat, project” that wall "ralse the conscious-
ter it upheld Montrose Numerous Barratt American has started using ness of home-buying consumers and
other courts have been followmg the private mspectors as construction institute a dispute resolution system
Montrose pi ecedent The 1994 case "nsk managers " These independent or warranties,"Mr Litonin said
shll is pending architects, structural englneers and And the time to find a solution is
Applying the continuous tngger other construction experts act as con- now, he said, because "it's spreading
theory to building defect cases ' was- sultants to document the building to other states "
Nn't a surprise to us,” Mi Shinnick process The documentation then can Indeed, some construction experts
said Like pollution damage, many be used as evidence in defending a fear the recent building bcom in the
building defects are not discovered construction defect lawsuit stemining desert Southwest may prove fertle
until many years aftel they begin, he from the project
explained Furthermore, "they can

problem," sazd Steve Litonin, a lobby-

satisfied with the resolution, he

ground for more construction defect
"We're trying to have defect-free htigation
cause contmuous and progressive products and at the same time be able "I've heard all of the Southern Call-
damage," he added to preve later m litigation that they're fornia plamtrffs attorneys are taking
But the Montrose decision "undidy defect-free," Mr Pattmson explained the bar exam in Nevada, and there's
expands hability," asserts Angela Barratt American's risk manage- going to be an attack on Las Vegas
Warren, counsel to the American In- ment approach is simila to that em- homebullders next," quipped Barratt
surance Assn in Sacramento, which ployed by the National Home Amencan's Mr Pattinson

when an msured bond iS refunded, But not all observers see more

Bonds

Contmued»om page 3

the Lneamed premium associated growth
with it is earned Immediately i ather
than over the remaining life of the market is not going to increase a lot

The financial guarantee insurance bond
mdustry, which had a 247% com-

"l think the insured portion of the

moze than it has," said Vernon M
However, there is some concern Endo, managing director-bond insur-
bined ratio in first-half 1996, contin- that insured bonds have become too ance at Financial Guaranty Insurance
Lies to enloy relatively low losses much of a commodity item Co m New York

Even the recent financial ti oubles of "Anything that comes through the

Some of the players rn the market
the city of Miami, which has insul ed spigot seems to get insured,"” said Ms have made significant strategic
bonds, has caused httle concern Ross Insured bonds have "]Just be- changes

That was an "isolated incident and come a commodity "

as a smgle credit is not going to have

There has been a shift in competi-
Mr Tourmllon agreed "It makes it tive activity within the market be-
a matenal impact on any of the larger harder to compete on anything other cause of a decision by FGIC to move
bond insurers," said Biady N than price, so m that respect it's not away from msurmg health care and
Fourmllon, an analyst with Fitch In- good," he said, though he added that utility issues and to focus on a more
vestors Service L P in New York with volume up last yeal, "it did alle- conservative strategy of insurrng gen-
In fact, "it validates the value of the viate some of the pricing pressure " eral obligation, water and sewer and
[Nnsurance,” said David A Buzen, ex- But, David H Elliott, charman and transportation bonds
ecutive vp and chief financial officer CEO of Armonk, N Y -based MBIA "It became apparent to us we need-
of Capital Re Corp , a financial guar- Inc, disagreed that the insurance has ed to proceed with some caution in
antee reinsurer become a commodity "lthinkit's stlll approaching certam sectors because
"l think on balance they w111 con- ery important” in terms of the com- premium levels were such there was
tinue to perform well,"” Anne Ross, vp pany that is providing the guarantee, not enough room for error the risk-
and manager of research at Roosevelt its trading value, reputation, track reward matrix got a httle bit out of
& Cross in New York, said of the fi- record, histoneperformance andcap- whack, ifyou wlll," said Mr Endo
nancial guarantee Insurers

iral position, he said FGIC's strategy means that "the

The financial guarantee msurance At the same time, he beheves the pricing on GOs is a lot more competi-
market has shown some stable msured portion of the muni bond tive and on utihty and health care a
growth rates and that is expected to market could grow even higher lot more attractive, but overall you've
:ontlnue, added Sabra Brmkmann, 'There's no artificial or arbitrary feel- got the same four player slugging it
vp at Hartford, Conn -based Conning ing on how high penetration could out and trying to figure out how to
& Cco grow " with the only hmit the credit make money," said Ms Bnnkmann
The core giowth iate in the indus- quallty ofthe issues to be Insured, he The 1995 merger between San
Lly iS perceived to be 6% to 8% said Francisco-based Capital Guaranty
"The wild card will be the level of Capital Re's Mr Buzen agreed Corp with a umt of New Yor-based
refunding activity," said Ms Bnnk- Given the infrastructure needs and Financial Secunty Assurance Hold-
mann There were a total of $57 1 bil- the contmumg focus on credit quah- ings Ltd (Bl, Aug 28,1995), created
hon in refundmgs last year, a 19 5% ty, the trend toward Insurance is un- a more effective fourth competitor
merease over $47 8 billion in 1995 likely to diminish, he sald In the long against the "big three," which are
Refundings occur when a bond is term, a 50% penetration rate is a FGIC, MBIA, and New York-based
retired by issuing new secuntles, gen- 'gooc number," but in any given year, AMBAC Indemnity Corp However,
erally at a lower interest rate They it could be sigwhcantly above that, he the combination did not have a sigmf-
benefit muni bond insurers because said See Bonds on nert page

Updates

Liberty Re is relaunched

Continued from page 2

In April 1995, the insurer hired James M Payne, former vice chair-
man of Sedgwick Group PLC,tobe CEO of Liberty Re (Bl, May 29,
1995) Graham Potter, who was then managing director of Copen-
hagen Reinsurance Co (U K)) Ltd, joinedl several months later as
chief operating officer However, Mr Potter then resigned a few
months later, and rumors circulated in the London market that Lib-
erty Re may have problems obtaining a license from the British De-
partment of Trade and Industry because of Mr Payne's alleged prior
involvement with the H S Weavers line slip, a major source of U S
casualty coverage that collapsed in 1990 (Bl, Nov 20, 1995)

Mr Payne retired from Liberty Re at the end of 1995, and plans to
launch the reinsurer were suspended, Mr Engestrom said

Plan termination halted

WASHINGTON-A complex 11th-hour agreement will avert a
Pension Benefit Guaranty Corp takeover and termination of three
Anchor Glass Container Corp pension plans, which have $190 mil-
hon in unfunded liabilities

The PBGC threatened to terminate the plans after Anchor Glass's
Mexican parent, Vitro SA, said it was selling off assets of Tampa,
Fla -based Anchor Glass, which is in bankruptcy (Bl, Jan 13)

In December, Consumers Packaging of Toronto agreed to purchase
most of Anchor Glass assets and create a new subsidiary called New
Anchor As part of the agreement with the PBGC, New Anchor will
pay $18 milhon to the plans cover-ng previously missed contributions
New Anchor also will continue to make regularly required contribu-
tions to the plans

In addition, Owens-Brockway, a subsidiary of Owens-lllinois Corp ,
which is acquinng a small portion of Anchor Glass, will be responsi-
ble for about $15 milhon of unfunded habilities

As part of the agreement, Vitro has guaranteed payments of $70
milhon over 10 years in the event that the PBGC must terminate any
of the plans and New Anchor fails to meet its obligations

Alcoa cleanup coverage denied

SEATTLE-The third-party liability insurers of Aluminum Co of
America and its Northwest Alloys Inc unit do not have to pay most
of the millions of dollars the companies face for pollution cleanup
costs, a Judge has ruled

The pollution exclusions in Alcoa's third-party liability insurance
policies barred coverage for 30 of 32 contarmnated sites, Washington
Superior Court Judge Kathleen Learned ruled, granting summary
judgment to the msurers

The coverage, led by Commercial Umon Insurance Co, only grant-
ed coverage for sudden and accidental pollution Sudden "contains a
temporal element that requires that the cbscharge be abrupt and last-
ing only a short time," Judge Learned said To be considered acciden-
tal, a discharge must be unexpected and unmtended

The next step in the htigation regarding the third-party hability in-
surers is unclear, said Thomas Reiter, a partner at Kirkpatrick &
Lockhart in Pittsburgh who represents the aluminum company

Alcoa blames the pollution on various problems, many of which
were site-specific, that the company says were sudden and acciden-
tal, but the judge rejected those arguments

Despite the ruling on the third-party habillty policies, Alcoa Still 15
seeking coverage under its first-party property policies, Mr Reiter

said

Briefly noted

The Occupational Safety and Health Administration cannot force
80,000 employers to answer a survey on occupational injuries and 111-
ness sustained in 1995 because it did not issue a regulation mandat-
mg participation, US District Court Judge Thomas P Jackson ruled
earher this week in Washington The American Trucking Assns sued
OSHA over the survey nearly a year ago, holding that the agency did
not follow proper rule-making procedures Six African-American
hourly employees at Texaco Inc. who are not a part of the company's
proposed $176 million race-discrimination settlement are asking to
intervene, alleging they are unfairly excluded from the settlement be-
cause it covers only salaried employees Wisconsin became the 2Ist
state to sue the tobacco industry Feb 5 when Wisconsin Attorney
General James Doyle filed suit in Dane County Circuit Court m Mach-
son, alleging the Industry has engaged in a conspiracy to mislead, de-
ceive and confuse Wisconsin residents about the health effects of to-
bacco and the addictiveness of mcotine Among other things, the suit
seeks reimbursement for state spending on tobacco-related health
care costs The planned $86 7 million acquisition of Boston-based
John Hancock Mutual Life Insurance Co 's group health and related
businesses to Woodland Hills, Calif -based WellPoint Health Net-
works Inc., which had been scheduled for Jan 31, has been postponed
in light of an preliminary injunction by a federal judge in Detroit in
favor of Troy, Mich - based SelectCare Inc SelectCare, which man-
ages a network of doctors and hospitals, had filed suit Jan 28 claim-
ing consummation of the transaction would violate certain provisions
of agreements between Hancock and Selecteare Wellpomt and Han-
cock said while they have extended their agreement until March 1 to
evaluate the order's impact, there "can be no assurance" the deal will
be completed Abdoul Sesay, the former risk manager for the Los
Angeles subway construction project, has been sentenced to 14
months m federal prison for tax evasion and accepting kickbacks
from insurance consultants He pleaded guilty to the felonies in July
1995 Sphere Drake Holdings Ltd. has transferred its protection
and indemnity busmess to the London unit of HIH Winterthur Insur-
ance Group in Sydney, Australla The P&l unit had a 1996 net premi-
um mcome of about $20 million
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President Clinton signed last September Jeoparchzmg their ability to generate capital in

This means the company is gomg to try to find the long run”

Bonds

B Insurance Index

a new niche"and | have to wonder where they're "The competition is the same as it has been in 1,260

Contmued from previous page going to find that busmess," said Richard A CI- the past couple of years," said MBIA's Mr EI-
icant impact on the market's overall competi- ccarone, semor vp at Van Kampen American holt, adding the insurer has still managed to in- 1,240
tiveness, observers say Capital in Oakbrook Terrace, Il crease its rates as well as rates of return

"l don't have a sense it was a major impact on "Connie Lee would have a dimcult time com- "l don't think you're going to see big changes 1,220
the market," said Richard P Smith, semor vp at peting as a full-service bond insurer going head m premium pncmgs" in 1997, said Nicholas Fer-
Standard & Poor's Insurance Ratmg Services in to head with the other larger primanes," said ren, vp with ratmg agency Moody's Investors 1,200
New York Fltch's Mr Tourmllon Service Inc m New York He added, "If any-

FSA had ongmally focused on the corporate A Connie Lee official could not be reached for thing, | think the competition in the muni bond 1,180
sector before expanding Into the muni bond comment on the msurer's current plans market is reflective of why you're seeing bond
marketm 1990 Its merger with Capital Guaran- The fifth monoline insurer, New York-based insurers movmg mto asset-backed and mterna- 1,160
ty, which has always focused on =unng munle- Capital Markets Assurance Corp, focuses on tional" busmess
ipal bonds, gave it a stronger presence m that non-municipal structured finance and writes There has been a growing focus m alternative 1,140
market only a small proportion of its business m the mu- areas as mum bond msurers look for additional

"It's a very important element m our strategle niclpal market growth opportunities to offset the relatively slow 1,120

plan to have a significant seat at the table m the The market overall remains competibve

"It did seem like there contmued to be pres-

growth m the competitive muni bond sector 12/13 12/20 1/3 1/10 In7 1/24 1/31 2/7

municipal market," said Roger K Taylor, FSA's Building a divermfied book of busmess lessens

Base=100 on Dec 29,1978

chief operating officer Source Nordby Internaticnal Inc

sure on premium rates in the municipal bond financial guarantee Insurers' and relnsurers' vul-
Another company gomg m a new direction is area," said Ralph Aurora, semor vp-financial nerabillty to fluctuations in municipal bond is-
the Washington-based College Construction guarantee group at rating agency Duff & Phelps suance, said Mr Taylor of FSA, which is active

Loan Insurance Assn, better known as Conme m New York "It's somethmg that raises con- 11 dlversliflcatton

Lee

PCS catastrophe options

cern," he said This means insurers will not be put m a posi-

The msurer, which has been owned in part by "My sense is that rates are stable, not declm- tion where they "have to go crazy" if there is a
the federal government and has been restricted ing, but not going up at all," said S&P's Mr malor downtum in new municipal bond volume,
to insuring obhgations of education and health Smith "Some people would argue they're about they can simply change their focus, he said "The cat )
care-related issues, can now expand its scope as low as they should go, that the Insurer really mdustry is a stronger mdustry by virtue of this spread bid/ask

and pnvatize under provisions of legislation that can't afford to lower them any longer without growth and dlvermfication" El

As ot Fell 7

Pnce call Pnce

spread bid/ask
Eastern September 1997 California Annual 1997

40/60 22/39 40/60 -/39

60/80 24/35 80/100 1 3/1 8
80/101 2 1/25

National Annual 1997 Western Annual 1997

Third financial guarantee reinsurer to enter market

HAMILTON, Bermuda-Plans are be- was acquired by MBIA Inc (Bl, Oct 16, domiciled reinsurance company, Capital
ing made for a new Bermuda-domiciled 1989)

80/10] 55/8 40/60 22/39

120/140 3/4 7 80/100 14/2

Global Underwriters Ltd, in a Joint ven-
Mr Meyer, who observers say has been ture with GCR Holdings Ltd, which op-
attempting to organize the company for erates catastrophe reinsurer Global Cam-
RAM Reinsurance Co, a subsidiary of the past five years, now 15 in the final tal Reinsurance Ltd CGUL wiill priman-
RAM Holdings Ltd, would join the two stages of raising about $85 miillion in cap- ly specialize in financial reinsurance, in-
other monoline financial guarantee rein- ital with the help of investment banking cluding financial guarantee, mortgage
surers, New York-based Enhance Rein- firm Smith Barney Inc in New York
One of the investors is said to be the

June Midwestern 1997
financial guarantee reinsurer to begin op- 10/20 1 1/1 4

erations early this year
Total volume 212 Total open interest 10,781

For information on PCS cat cptions, call me Chicago Board of
Trade at 312-435-3674

guarantee and finite risk reinsurance Source Chicago Board of Tracie

surance Co, a unit of Enhance Financial
Services Group Inc , and New York-based PMI Group, which operates San Francis- surer will enable primary insurers to fur-
Capital Reinsurance Co, a Capital Re co-based PMI Mortgage Insurance Co ther spread risk and increase their capac-
Corp unit and is expected to invest $20 million to ity to insure large single risks

It would be welcome in the industry for $25 million in the venture A PMI
the additional capacity it would provide, spokesman could not be reached for com- vp and chief financial officer, noted that
say financial guarantee insurers and oth- ment

The availabi

ty of an additional rein-

British Issues

Feb. 7 Price P/E Div Yield 52 week

Companies pence

Arthur Dubroff, Enhance's executive pence % high-low

Comml Union 731 12 2 29 O 50 735-550

. Gent Accident 837 89 317 48 837-612
Enhance Re and Capital Re now each

A spokeswoman for Smith Barney said have about a 30% market share, with the
According to market reports, the new neither Mr Meyer nor Smith Barney remaining financial guarantee reinsur-

Gdn Royal Exch 284 46 93 41 289-218
ers

Independent 659 117 120 23 659-373

Royal & Sun 490 90 190 51 490-349

reinsurer, which IS expected to open for would comment ance business written by a number of Eu-

Brokers
business sometime during the first quar- There are no immediate plans to bring ropean companies, including a unit of Bradstock 78 106 57 115 81--54
ten will focus principally on facultative the reinsurer public, though that may be French insurer A XA-UAP Fenchurch 63 N/A 55 101 150-46

reinsurance for structured financial done at a future date The reinsurer is ex- CE Heath 104 r © a5 57 115-74

"Our expectation is that if RAM Re

transactions, though It W111 do some mu- pected to get an AAA rating from Stan- does succeed in its venture and actually 1SS A/A 98 64 15897

JIB Group
Lloyd Thmpson 206 N/A 100 61 207-163

Lowndes Lmbrt 106 135 84 91 153-102

nicipal bond reinsurance as well dard & Poor's Corp , but there are no im- closes the transaction, that it will have a
The driving force behind the reinsurer mediate plans to seek a rating from relatively modest impact on the amount

is Robert A Meyer, formerly president of Moody's Investors Service Inc

Nelson Hurst 143 98 81 69 206-14a43

of financial guarantee reinsurance we Sedgwick Grp 128 126 98 68 152-114

financial guarantee insurer Bond In- Meanwhile, in November, Capital Re write," said Mr Dubroff Steel Brl Jones 3= 75 38 146 48-28

Willis Corroon 141 209 66 57 169-117

vestors Guaranty Insurance Co, which said it also was forming a Bermuda- -B Judy Greenwald

Source Nordby International Inc

58 Industry Stock Report FEB. 3, 1997, THROUGH FEB. 7,1997

Weekly Year to date Yearlodate Weekly Year to date Yeartodate Weekly ¥eirto date Year to date

BROKERS Price % change % change High Low Vol (000) Frice % change % change High Low Vol (000) Price % change %change High Low Vol (000)
Acordia Inc NYS 2888 359 -0a3 33.75 2725 175 EMC Insurance Group Inc NDO 213 104 104 1450 10.13 33 ALI Corp NYS ssas 2.50 7a9 s5.88 2238 158
Alexander & Alexander NYS 1738 071 0.00 21.63 1363 51 Everest Reinsurance NYS 2800 1.82 261 2950 20.13 a7e St Paul Companies vYS 67.25 7.60 14.71 67.25 5013 1117
E W Blanch Holdings Inc NYS 2275 111 1304 2550 17.75 50 Executive Risk Inc NYS a7.88 -033 236 az.38 2700 33 SAFECO Corp NOO sazs o.e6 301 azzs so.88 1052
Gallagher Arthur J & Co NYS s063 1.66 121 ses0 2013 81 EXEL Lici NYS oz2s -oze 11.55 a2 63 31.75 375 Se,bels Bruce Group vbo 2.3 s.56 303 azs t88 177
Hilb Rogal & Hamilton NYS 1350 o.00 180 1400 1138 38 Fremont General Corp NYsS 30.00 ocoo 3.23 3163 2150 369 Selective Ins Group Do 41.25 oe1 ass a3.2s 31.00 135
- Kaye Group Inc NDO 513 2.38 238 763 a.63 2 Frontier Insurance Group NYS 39285 -oe3 261 41.13 30.13 110 Sphere Drake Holdings vYs o.88 1.28 11.27 12.13 813 78
Marsh & Mclennan NYS 11350 534 o413 11488 s8.00 1077 Gainsco Inc NYS o63 548 ooo 1175 875 169 TIG Holdings NYS 34.50 -036 185 35.38 27 0o 2721
Poe & Brown NDQ 26.50 o.es ooo 2750 2275 21 GCR Holding Ltd NDO 2313 107 s.93 27.25 2150 ass Titan Holdings Inc NYS 1663 ooo o.7e 1788 1250 16
BROKERS AVERAGE 119 251 General AE Corp NYS 164.38 178 azo0 17025 13875 1411 Tokio Marine & Fire noo 42 88 ozs .04 900 42 00 s8
Gryphon Holdings nNDo 1475 o.ss 4.42 2o02s 1200 306 Torchmark Corp NYS 5300 242 aos5 s338 40.25 oz2s
INSURERS/REINSURERS Guaranty National Corp NYS 16.75 ooo o.00 1800 1338 100 Transatlantic Holdings NYS 7888 o.16 -2.02 8125 6238 81
ACE Ltd NYS so63 oss -os3 125 aos0 832 Harleysville Group NDO cozs s.86 o.s2 s1.25 24a.50 265 Travelers Aetna Property NYS 37.75 3.42 6.71 39.00 23.13 524
Acceptance Insurance Cos NYS 2050 2.50 380 2250 1413 80 Hartford Steam Bader NYS ases 135 162 s225 4275 227 Travelers Corp NYS 52.50 0.24 1570 55.13 28 35 se66
AEGON N Vv NYS 6225 os1 158 65.13 4113 57 HCC Insurance Holdings NYS 2788 0.00 1e1s 3275 1788 186 Trenwick Group Inc NDO 5025 oso ses 54.25 46 00 a2
Aetna Life & Casualty NYS 7800 1.27 2.50 s250 s538 7573 IPC Holdings Ltd NDO 2413 o7s 782 2513 1900 149 Unfeo American Corp nNDo 1063 ooo 230 1100 es0 62
' AFLAC Inc NYS a0.50 1.57 s5.26 a4.00 28.25 2518 ITT Hartford Group NYS 7525 2.56 11.48 77.00 44 50 2278 Unionamenca Holdings NYS 1750 6.06 C1a4 2075 14.75 21
Allied Group Inc NDO s2.50 2.36 038 3425 2238 166 LasSalle Re Ltd NDO 2800 346 az7 2950 1975 a1 United Fire & Casualty 1400 31.75 2.42 so3 ao000 2850 19
Allmerica Prop & Casualty NYS 3113 119 2.47 31.88 24.75 215 Lincoln National NYS s5.63 3.73 595 5700 4075 757 Unitrin NDO 52.00 119 573 56.38 44.25 1238
' Allstate Corp NYS e3.25 3.62 °.29 67.00 3738 5811 Markel Corp NDO 10350 561 1500 10550 7s.00 63 UNUM Corp NYS 77.25 215 s02 77.25 ss.38 042
AMBAC Indemnity Corp NYS 6625 112 o.19 ©69.50 46.38 416 MBIA Insurance Group NYS o563 -0.52 556 10463 70.13 866 US Facilities Corp NYS 1975 1.25 )64 2038 1488 60
American Bankers Ins NDO s56.25 1.38 10.02 57.50 32.50 as9 Meadowbrook Insur Group NYS 22.13 167 5.36 34.13 1525 az USF&G Corp NYS 2275 706 398 22.75 14.25 33290
American Financial Group NYS 3663 1.38 2.98 3888 2850 305 Midi Ocean Ltd NYS 43.63 2.22 5.48 5538 3550 741 USLIFE Corp NYS 4113 ©0.00 23.68 42.13 26 88 903
{ American General NYS 4138 s7e 122 a3as s2.88 2844 MMI Cos Inc NYS 3000 -0 83 o8 3338 2388 174 Washington National NYS 2838 0.44 3.8 30.75 25.13 205
5 American Heritage Lile Ins NYS 2638 ooo 0.a8 27.75 1900 32 Mutual Risk Mgmt Ltd NYS 3550 139 aos 37 25 2688 65 Zenith National Ins HYS 27 25 187 -0.a6 28.88 23.00 55
American Indemnity/Fin | NDQ 1250 385 2195 1400 o38 NAC Re Corp NYS 3813 5.17 1255 4063 28.50 272 Zurich Reinsurance Centr NYS 38.13 oee6 2200 3875 2838 246
American International NYs 125.25 341 1570 12525 88.13 3443 Navigators Group NDo 1050 331 e85 2025 1575 27 INSURERS/REINSURERS AVERAGE oso 426
O Aon Corp NYS 64.25 -0s58 3.42 6550 4750 1197 Nobel Insurance Ltd NDQ 1275 200 149 1288 10.88 94
Argonaut Group NDQ =980 167 ao7 3500 2725 262 NYMagic Inc NYS 1363 136 347 22.00 1700 6 HEALTH MAINTENANCE ORGANIZATIONS
AVEMCO Corp NYS 2600 -o95 6640 27.38 11.75 311 Ohio Casualty Corp NDO 33.25 537 1056 aoss 30.00 555 FHP International 1400 3569 155 3.87 37.75 21.75 aso
Baldwin & Lyons Inc NDQ 18.00 141 2.04 20.75 1425 16 Old Republic Int | NYS 2688 0.00 0.47 27.75 20.13 620 Healthsource Inc NYS 1288 2.83 20 aoas 9.75 o78
Berkley W A Corp Noo 4900 155 3.45 5350 4025 306 Orion Capital Corp NYs 6363 oos .09 6363 4263 103 Humana inc NYS 18.13 a61 .61 2888 1500 3044
Berkshire Hathaway inc NYS 35800 00 2.87 4 99 38000 00 30000.00 1 Partner Re Ltd NYS 3500 141 204 3625 2563 375 Oxford Health Plans NDO 51.38 552 1227 6225 27 69 7272
Capital RE Corporation NYS a4a.00 ooo 5.63 4688 31.50 119 Penn America Group Inc NDO 1763 8.44 .30 1950 11.50 39 Pacilicare Health Sys NDO 74.75 _ooo _8.00 o8.75 s59.63 2o
CapMac Holdings Ltd NYS 3500 1.45 see s6.88 22.75 20 Philadelphia Cons Holding NDO 2788 3.24 19.89 2800 1675 75 Saleguard Health Enter FDo 1688 2.27 3.57 2250 11.50 25
s Capsure Holdings Corp NYs 1088 116 543 1888 soo 109 PXRE Corp NYS 26.75 ooa sos 2800 2225 a0 Sierra Health Services AYS 2675 2.28 663 3600 22.38 328
Chartwell Re NYS 2663 139 4.47 2838 1988 20 Reliance Group Holdings NYS 9.50 411 411 9.75 650 404 United Healthcare Corp AYS a6 75 -a410 c 89 6900 30.00 5629
Chubb Corp NYS 5563 206 3.49 56.75 40.88 2418 Rehastar Financial Corp NYS 5650 1.80 2.16 58.38 4000 1016 Wellpoint Health Networks AYS 3350 152 55 39.13 2338 437
CIGNA Corp NYs 1565.00 2.23 1345 15850 1007S 913 RenalssanceRe Holdings Ltd NYS 3800 1.33 15.15 a0.25 2675 176 HMOs AVERAGE 201 269
CNAFinancial Corp NYsS 10650 167 -0.47 11750 95.75 74 Risk Capital Holdings NDOo 1688 1.50 1290 20.75 15.88 28 ALL COMPANIES AVERAGE ooz 136

Top advancing Issues St Paul Cos, USF&G Corp., Unionamerica Holdings. Leading decliners Penn.America Group Inc, Tokio Marine & Fire, Seibels Bruce Group. Mostactive issue- Travelers Corp. The Bl tndex rose 0 3%, the Dow Jones 30 Industrials

gained 0 7%; the S&P 500 increased 0.4% and the NYSE Composite gained 0 4% Average P/E Brokers, 16 7, Insurers/reinsurers, 33 5, HMOS, 31 9 System design Nordby International Inc



WITH OUR POLICYHOLDERS WE 4FRE ENGAGED IN A GREAT MUTUAL ENTERPRISE. IT IS GREAT BECAUSE IT SEEKS TO PREVENT CRI?PLING INIURIES AND DEATH BY REMOVING THE CAUSES OF HOME. HIGHWAY AND WORK ACCIDENTS. IT
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Liberty Mutual is committed to reducing the impact of low back pain, so someone like Joe won't ~
miss work, or the occasional piggyback ride with daughter Lisa. At our research center we analyze 5
how variations in bending habits can affect the risk of low back pain. Our research has led to -
. innovative products like Computask.r'a software program we use to evaluate workplace tasks and .
help recommend ways to ensure that Joe and daughter Lisa live safen more secure lives. g== )
= > Tbere'<, more information we'B like to ebare. So pleaJe call Jobn Ryan LIBERTY
MUTUAL.1#0OP
at (617) 574 -5842 or vifit our web.+ite at http://ww w. libertymuttial.com rflze freedom of Liberty -
. 5
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