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Update
Underwriters refuse to pay

Maxwell personal accident claim
LONDON-Insurers are refusing to pay a

claim on a personal accident policy cover-
ing Robert Maxwell following a report by
loss adjusters that the publishing magnate
likely committed suicide.

Underwriters already have told Maxwell
Communications Corp. P.L.C. that they will
not likely pay a claim the company filed
against a 20 million pound ($35 million)
personal accident policy covering Mr. Max-
well. But, underwriters will meet with
Willis Corroon P.L.C., which placed the

Continued on next page

Members predict Lloyd's cash crunch
Refusal to pay cash calls could cause some syndicates to run out of funds

By STACY SHAPIRO

LONDON-Disgruntled Lloyd's
of London members coritend sev-

eral syndicates will be unable to
pay losses, will exhaust the Central
Fund and will need help from the
Bank of England this year in light
of the refusal by many members to
pay cash calls.

The members expect the syndi-
cates will be about 1 billion

pounds ($1.76 billion) short of the
amount needed to pay the losses,
which are owed primarily to other
Lloyd's syndicates and London
market insurance companies on
London market excess-of-loss re-

insurance business.

If even one syndicate defaults on
a legitimate 'claim because mem-
bers won't pay, it would be the
first time in history a Lloyd's syn-
dicate did not pay a valid claim.

The members' allegations come
as at least 600 members sought in-
junctions in London's High Court
last week to stop Lloyd's from
drawing down on members' depos-
its to pay losses that they have re-
fused to pay.

As of late last week, the court
had not ruled on the requests.

Lloyd's Chairman David Co-
leridge says that under Lloyd's
rules, the members must pay their

• Members of Parliament continue

to bombard Lloyd's with
accusations. Page 31

• Task force chairman pitches
reform proposals. Page 35

• Critics seek investigation of LMX
losses. Page 36

losses. Any refusal to do so will be
"fought vigorously," he said. "We
can't operate if members don't
pay."

Lloyd's will "strongly" oppose
the request for injunctions, he
said.

Meanwhile, Lloyd's denies that it

is talking with the Bank of En-
gland to ease a possible liquidity
crunch later in the year.

"As the bank itself has con-

firmed, Lloyd's centrally is not
and has not been involved in any
discussion with the bank nor has

any request been made for assis-
tance from the bank or from gov-
ernment ministers," a Lloyd's
statennent said.

A Lloyd's spokesman says
Lloyd's knows of no individual
who has spoken to the Bank of En-
gland about a need for cash.

"The Corporation of Lloyd's is
free from debt," the statement
continued. "It has firm and com-

mitted lines of credit in place to
deal with any unforeseen eventual-
ity."

Lloyd's has arranged two lines of
credit to ensure that Lloyd's meets
the premium deposit requirements
imposed by certain non-North
American governments, the
spokesman explained.

The total declared resources be-

hind Lloyd's policies amount to 18
billion pounds ($31.6 billion), but
this includes all members' personal
assets. This amount includes mem-

bers' deposits, personal reserves
and special reserves totaling
around 4.4 billion pounds ($7.73

Continued on page 36

D&0 claims severity still rising
But frequency of D&0 suits shows signs
of leveling off, says latest Wyatt survey

D&0 claims frequency
The average number of D&0 claims is falling,

especially among smaller companies.
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By JERRY GEISEL termination of underfunded plans.
Late last week, House Democrats

still were making last-minute
changes to the package; complete
details were not available.

However, the package does in-
clude a provision-first proposed
in 1990 by Rep. Rod Chandler, R-
Wash., and Sen. David Pryor, D-
Ark.-that would establish two

new safe harbors for 401(k) plans.
Plans qualifying for either of the
safe harbors would not be subject
to non-discrimination tests, which
are run to determine whether con-

tributions by high-paid employees

By MARK A. HOFMANN

Directors and officers liability claims frequency
may be leveling off, but the severity of these
claims continues to grow, according to a' new sur-
vey. t'*

And while D&0 premium increases outnum- f
bered premium cuts by more than a 2-to-1 mar-
gin among respondents renewing their coverage,
the size of those increases was modest, typically
ranging from 5% to 8%, the survey from The
Wyatt Co. says.

Wyatt also reported that mergers and acquisi-
tions remain the most common source of D&0
claims, though there was an increase in the num-
ber of claims generated both by poor financial
performance and by inadequate or inaccurate fi-
nancial disclosure.

"With the exception of large banks, and a few
other industry niches which registered double-
digit increases in premium, the market was fairly
soft. Many large, standard risks were renewed
with no change in premium. Expectations for

Continued on page 15

Insurers may pay
$100 million share

of Drexel settlement
By MICHAEL BRADFORD

NEW YORK-Several insurers are negotiating to pay part of a
$900 million settlement of civil suits against junk bond financier
Michael Milken and other former officials of failed Drexel Burn-
ham Lambert Inc.

Mr. Milken

Contributions from directors and officers

insurers and possibly other insurers-said to
be $100 million-are part of the tentative set-
tlement that includes $500 million from Mr.
Milken and $300 million from other former
Drexel officials. Mr. Milken already has paid
$400 million to government regulators in the
wake of the scandal that led to his arrest and

forced Drexel into bankruptcy in 1990.
Mr. Milken now is serving a 10-year sen-

tence in a California prison following his con-
Continued on page 37

Tax proposal includes 401(k) changes
WASHINGTON-The House of

Representatives could consider as
early as this week a new tax pack-
age that includes changes in the
non-discrimination tests for 401(k)
plans as well as other pension and
benefits changes.

However, the package is not ex-
pected to include a series of re-
forms proposed by the Bush ad-
ministration to improve pension
plan funding and to make the Pen-
sion Benefit Guaranty Corp. less
vulnerable to big losses from the

The safe harbors

would help 'a small
minority of

employers,' says
Hewitt's Mr. McArdle.

exceed contributions by lower-
paid employees by legally pre-
scribed amounts.

Under the proposed safe harbors,
an employer would have to either:

• Provide matching contribu-
tions equal to 100% of employee
elective contributions, up to 3% of

employee compensation. It also
would have to provide matching
contributions equal to 50% of em-
ployee contributions between 3%
and 5% of employee compensation.

• Automatically make contribu-
tions equal tb at least 3% of em-
ployee compensation regardless of
whether employees actually con-
tributed to the plan.

Employer contributions would
have to be immediately vested
under either safe harbor.

While the safe harbors are well-

intentioned, they would be of little
use to most employers unless com-
panies beefed up their 401(k)
matching contributions, benefit
experts say.

For example, employers typically
match only 50% of employee con-
tributions to 401(k) plans, up to a
maximum 6% of compensation. As
a result, to qualify for either safe
harbor, employers would have to
significantly increase their contri-
butions to their 401(k) plans.

"The bottom line is that for a

Continued on page 38



2 / Business Insurance, February 24, 1992

Update Maine work comp market
Maxwell accident claim denied
Continued from page 2
coverage, to discuss the claim and study any new evidence

The report was prepared by loss adjuster Rich Wheeler & Co of facing uncertain future
London It concludes that there are "reasonable grounds" to be-
lieve that Mr Maxwell took his own life to avoid ignominy over the
anticipated collapse of his publishing empire which occurred shortly By MEG FLETCHER State insurance officials are tak- evaporation of capacity foi new

after his death, confirmed lead underwriter Patrick Slade, underwnter ing steps to keep the system risks underwritten in the state's
AUGUSTA, Maine-The future operating, but several legislators residual marketfor syndicate 782, managed by Oxford Underwnting Agencies Ltd

Central to the loss adjuster's argument was the fact that Mr Max- of Maine's beleaguered workers and groups are proposing signifi- Hanover Insurance Co of

well's room on the yacht was found locked after he was discovered compensation system is uncertain cant changes or alternatives to the Worcester, Mass, is no longer ac-
missing Mr Maxwell did not usually lock his door and would probably as a capacity shortfall in the state's current system eepting new business after reach-

not have done so if he had just stepped out for some air, the loss
residual market looms "The future lS definitely vague, ing its $85 million cap last month

adjuster said One of the state's three servicing uncertain and unchartered," said At the same time, Commercial

The adjuster's report also said that Mr Maxwell was unusually insurers for the residual market- Joel Russ, vp and general counsel Union Insurance Co is Closing in

civil to the crew on the night preceding his death in which about 90% of the state's of the Maine Chamber of Com- on its $60 million cap, and Maine
workers comp risks are written- merce and Industry in Augusta Bonding & Casualty Co of Poit-

Cap punitive damages: Bush already has reached ltS self-im- "Most employers are waiting and land, a Maryland Casualty Co
posed cap watching There is not much they unit, is nearing its $30 million cap

WASHINGTON-The Bush administration is callmg for states to cap And, the other two servicing think they can do or, in fact, can The trio of insurers was luied

punitive damage awards as part of its ongoing campaign for civil justice companies are close behind, said do," he said back to the state after a new 90-

reforms to enhance the nation's economic performance William Vieweg, assistant vp with "The state of Maine Just keeps day emergency rule changed the

A model state punitive damages statute recently unveiled by Vice the National Council on Compen- plodding along," said Joseph A way deficits in Maine's workeis
sation Insurance, which manages DiGiovanni Jr, vp of the New En- comp residual market for the 1992President Dan Quayle would limlt punitive damages to no more than

the total compensatory damages awarded The model law is part of the the state's residual market pool gland region for the American In- policy year will be allocated among

administration's larger package of proposed state and federal tort re-
The insurers are allowed to set surance Assn in Boston insurers

forms (BI, Feb 17, Feb 10) those caps to ensure their solvency The most pressing problem is the Cont*nued on page 4

"The current common law approach of unlimited punitive dam-
ages leads to indiscriminate awards," says the President's Council
on Competitiveness, which Mr Quayle chairs "If punitive damages Antitrust review opposed
are to be an effective deterrent, they must be imposed m a rational
and effective manner "

The model law also would require plaintiffs to Inform defendants at Attorneys general say reinstatement of case follows precedent
least 30 days before filing suit that they will seek punitive damages,
forbid requests for specified punitive damages, require plamtiffs to
prove that defendants acted with malice, mandate blfurcated trials m By JUDY GREENWALD brief states "Defendants cannot The brief filed by the attorneys

cases potentially involvmg punitive damages, with the jury deciding seriously contend that the egre- general responded to several peti-

whether to Impose punitive damages m a separate proceedmg after WASHINGTON-An appellate gious conduct described in plain- tions filed in January by insurance
determmmg hability, and that judges, rather than Juries, determine the court's reinstatement of the mas- tiffs' complaints must be counten- industry defendants that asked the

amount of punitive damages sive insurance industry antitrust anced to assure the survival of the high court to review the 9th Cir-
The U S Supreme Court last year ruled that the due process clause of litigation does not raise issues of insurance industry " cuit's decision (BI, Jan 20, Jan

the 14th Amendment does not mandate restrictions on jury awards of "exceptional legal and practical However, five amicus curiae 13)

punitive damages (BI, March 11, 1991) importance" that would warrant briefs urging Supreme Court re- The Supreme Court could decide
U S Supreme Court review, state view of the case warn that the ap- whether to hear the case by early

Lloyd's LMX loss probe attorneys general say pellate decision could seriously March, said Mark I Levy, an attor-
In their brief filed Feb 14, the disrupt the Insurance industry (see ney with Mayer, Brown & Platt in

LONDON-The chairman of the U K Securities and Investments attorneys general-who brought story, page 37) Chicago, whose firm submitted a

Board will oversee two internal investigations into the huge losses that the antitrust action-argue the de- In addition, domestic defendants brief on behalf of the domestic de-

some Lloyd's of London syndicates face from London market excess-of- cision by the 9th U S Circuit Court on Wednesday filed their own fendants
loss remsurance of Appeals to reinstate the case is sharply worded response to the at- Mr Levy noted there is a small

Lloyd's announced Friday that Sir David Walker, a non-Lloyd's "faithful" to previous Supreme torneys general "Long on conclu- possibility that the Suppeme Court,
member who sits on the Council of Lloyd's, will oversee the review of Court decisions sory rhetoric, but short on sub- before deciding whether to hear
huge losses suffered by a small number of LMX syndicates m 1988 and "In no respect does the case pres- stantive legal analysis" is how the the case, will ask the U S Solicitor
1989 He also will investigate allegations that the so-called LMX spiral ent questions of exceptional legal defendants described the attor- general to submit a brief outlining
benefitted brokers and underwriters unfairly at the expense of Lloyd's and practical importance," the neys general's brief Continued on page 37
members who do not work in the market

Members of Parliament and some Lloyd's members this week are
expected to demand an investigation of the LMX market by an mde-
pendent accounting firm (see earlier story, page 36) Municipal liability reinsurer

Meanwhile, a new members' action group was set up last week to
seek up to 6 million pounds ($10 5 nullion) m compensation for losses in
1985 from syndicate 384, managed by Aragorn Agencies Ltd enters rehabilitation in Ohio
Pollution study not covered By DOUGLAS McLEOD latest in a series of regulatory and 21, 1991)

SAN MATEO, Calif -Aerojet-General Corp lost another round m its legal setbacks for Mr Waterman Mr Waterman has pleaded not

battle to wm coverage for a massive pollution cleanup COLUMBUS, Ohio-A munici- and companies he has controlled guilty A trial scheduled to begin

In one of the first verdicts of its kind, a San Mateo County Court jury pal liability reinsurer controlled by American Commercial Liability March 11 may be postponed until
ruled Feb 11 that the defense contractor cannot recoup $286 milhon m insurance executive Wade R Wa- Insurance Co, a Grand Rapids in- May, a spokesman for the attorney

costs for wells drilled to investigate groundwater pollution at its Sacra- terman has entered rehabilitation surer Mr Waterman owns, was general said
mento facility The Jury ruled that these costs are not legal defense costs after Ohio regulators declared lt placed under Michigan Insurance Mr Waterman also headed Gov-

withm the meaning of Aerolet's comprehensive general liabillty insur- insolvent by $2 3 million as of Bureau supervision last year Reg- ernmental Risk Managers Inc of

ance policies Sept 30 ulators later petitioned to place it Livonia, Mich, which provided un-

"This is just an attempt by the poheyholder to take a second bite Governmental Casualty Insur- in rehabilitation (BI, July 8, 1991) derwriting and risk control ser-

of the apple," said insurer attorney Richard Seabolt of Hancock, ance Co of Dublin, Ohio, agreed The petition still was pending vices to the Michigan Municipal
Rothert & Bunshoft in San Francisco "Lawyers don't drill 1,400 to a rehabilitation order Feb 10 last week, a hearing was scheduled Risk Management Authority (BI,
groundwater-monitoring wells in order to prove that their clients after examiners found more than for Friday Feb 16,1987)

have contammated 8 trillion gallons of groundwater " half ltS $8 million in assets had The Michigan attorney general That contract was canceled after

La Jolla, Calif -based Aerolet says it will appeal this rullng along either been transferred to affi- also filed criminal charges against the charges against Mr Waterman

with an earlier rulmg that the company knew lt was pollutmg the hated companies and individuals Mr Waterman last October, accus- were filed

environment and, therefore, cannot tap its liability pollcies (BI, Jan 20) or were of questionable value ing him of illegally borrowing GCIC, formed in 1986, was
The rehabilitation order lS the $5 million from ACLIC (BI, Oct Cont:nued on page 30

California warning law tested
NAPA, Cahf -In the first case to go to trial under Callfornia's Propo-

Inside
sition 65, a garment manufacturer that exposed workers to the toxic i••• Lloyd's of London should not rule out government regu- Departments
chemical perchloroethylene was found not to have violated the law lation, says this week's ed,tonal PAGE 8
because the exposure was not Intentional Advertiser index 10

Sawyer of Napa Inc could have been hable for "billions" of dollars in a,0 Complex insurance coverage disputes for hazardous A.R.M. exercises....... .. . .......24

penalties had it lost the case, said Kurt Weissmuller, an attorney for waste cleanups can be handled through alternative dis- At issue 7

Sawyer with Heller, Ehrman, White & McAuliffe m Los Angeles pute resolution, ADR advocates say PAGE 19 Benefit beat 6

The plamtiffs, Citizens for a Better Environment and the Interna- Class,fieds 94

tional Ladies Garment Workers Unlon, may appeal the Judge's rulmg, 00 The Illinois State Chamber of Commerce is launching Insurance services guide l5

which could be "discouraging" to plaintiffs bringing other Proposition a three-prong attack to help its members reduce soaring International 91

65 actions, said Roger Beers, a San Francisco attorney who represents workers compensation costs PAGE 26 Letters

CBE London 94

The judge used "very restrictive standards" in applying the law, + Captive regulation In Hawaii has evolved into a flexible Mari(et® 19

even though Proposition 65 15 "fairly straightforward" m requinng mechanism, a former commissioner says at the Hawaii Opinions ..8

companies to warn employees and the public about exposure'to hazard- Captive Insurance Forum Coverage begins on PAGE 27 Perspectives 09

ous substances, Mr Been said Ticker 19

Proposition 65 requires all Cahfornia businesses with 10 or more 1/ A SCOR S A unit says it represents the next stage of V0126, No &-Bustness insurance (ISSN 0007 6864) is published weekly by
employees to Issue "clear and reasonable" warnings if they expose their evolution for financial and finite nsk programs PAGE 31 Crain Communications Inc, 740 N Rush St, Chicago, 111 60611 2590 Second

employees or the public to more than 350 substances that poe a signifi- dass postage ts paid at Chicago, 111, and at additional mailing oftices Postmas

cant risk of cancer or birth defects (BI, April 4, 1988, Feb 29, 1988) i•,0 Insurance brokers should not expect the soft market to
ter Send address changes to Business /nsurance, Circulation Department, 965
E Jefferson Ave, Detroit, Mich 48207-3185, 800-678-9595 or 313446.1611

Updates contmued on page 38 end this year, says Leonard M Wilson PAGE 39 Copynght 1992 by Crain Communications Inc
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Administration defends health package
By JERRY GEISEL erty level-would be sufficient to "If you have influenza, it is bet- package does not go far enough help the 100,000 uninsured South

purchase a basic health care plan ter to get care in the doctor's office To describe the administration's Dakotans

WASHINGTON-Administra- for a family, Dr Sullivan told the than an emergency room," he said package as comprehensive "strains Last week's Finance Committee

tion officials are defending Presi- Senate Finance Committee At the same time, Dr Sullivan credulity," said Sen John D hearing was yet another in the
dent Bush's health care reform The administration estimates warned against Rockefeller IV, dozens of congressional hearings
proposals amid Democratic that ltS package would reduce the radical changes Health and Human D-W Va, adding during the current session on
charges that the package does not number of Americans without any to the nation's / ' Services SecretarY that even with health care reform But it was the
go nearly far enough to expand health insurance to about 5 million health care deli- 51 lill Louis W Sullivan tax credits and first, with many more likely to fol-
coverage to the uninsured from the current 35 7 million With verysystem, tolda Senate panel tax deductions low, on the administration's re-

Health and Human Services Sec- the expansion of coverage, there wh ich he de- that nearly 90 the cost of form package
retary Louis W Sullivan told a will be a significant reduction in scribed as the 1 Vill-h million Americans health insurance Key elements of the package, un-
Senate panel last week that nearly hospital cost shifting to patients world's finest would benefit from still would be veiled Feb 6 in Cleveland by Presi-
90 million Americans would bene- covered under employer-sponsored and most inno- Iqi the administration's out of reach for dent Bush (BI, Feb 10), include
fit from the administration's plan health care plans, he said vative health care reform many workers • New tax credits and deduc-

to provide expanded tax credits In addition, improving access to ''We want /L,0- plan. "I fear we are tions to help the poor and middle-
and tax deductions to help lower- coverage would mean Individuals change, but not headed for the class purchase health insurance
and middle-income individuals would receive better care at lower at the expense of endangering our wrong solution We need some- The credit also could take the
purchase health insurance costs, he said, noting that hospital system," he said thing bold," said Sen Thomas form of a certificate that could be

The maximum tax credit of emergency room care can be about But congressional Democrats Daschle, D-S D, adding that he transferied to an insurer to pur-
$3,750-available to a family earn- five times more expensive than said at the hearing that the admin- doesn't believe the administra- chase coverage The credit could
ing up to 100% of the federal pov- care provided m a doctor's office istration's health care reform tion's package would do much to Continued on page 12

How Garamendi's proposal would work Lawye rs, judges
• All state residents guaranteed health care coverage
• All health care, including treatment of workplace injuries and
auto accident injuries, to be provided by single plan support limited
• Employers to pay 6.75% payroll tax; employees to pay 1% tax on
wages

• Tax breaks for small employers and low-wage workers tort reform: Study• Employer health care plans and commercial health insurance se-
verely restricted
• All citizens to be assigned to regional health insurance purchas- Weighing the
ing corporations, which would purchase basic care from HMOs
• Citizens or employers could purchase broader coverage from cer- 1

By STACY GORDON

CHICAGO-Most defense tort system
lified health care plans

1 lawyers, plaintiffs' lawyers
and judges support reforming More than one-third of judges say the
the civil justice system, which civil litigation process in state courts
they perceive as only working works very well.

California health proposal "somewhat well," according
to a study Judges i=' .%., , .·,,*.-6%

"The depth of the discon-
tent with the clvil Justice sys- Court administrators 428

Garamendi's 24-hour coverage plan gets mixed reviews tem is remarkable," said Lou
Potter, executive director of Plaintift attorneys . L'?,/23
the Defense Research Insti-

By LOUISE KERTESZ billion annually tute in Chicago, which con- State legislators . 19
The commissioner's Health Care Advisory Com- ducted the survey "But there 8, },%, f«''i

SACRAMENTO, Calif -A 24-hour universal mittee rejected incremental reforms-like those is still a belief that the system Defense attorneys 18

health care plan proposed by Insurance Commis- proposed by President Bush (BI, Feb 17, Feb 10)- is worth saving " 4'

sioner John Garamendi would shave California em- unless they are part of "a defined goal of systemic In the first effort of ltS Claims executives P " 3
L .,

ployers' health care costs and trim $1 billion in reform," according to the proposal kind, attorneys, state court
workers compensation costs annually, its propo- Under Mr Garamendi's 24-hour universal health judges, court administrators, Corporate counsel Zs ' , 3
nents say care plan, all individuals-regardless of age or sex insurance claims executives, AN

But some employers and insurers are skeptical -would be covered without waiting periods or ex- corporate legal counsel and Source Defense Research Institute
about what they say lS a sketchy 46-page proposal clusions for pre-existing conditions Californians state legislators were inter- GRAPHIC BY KIMBERLY MARI

to provide health care to all Californians would be covered regardless of whether they sus- viewed for the study titled "Civil "very well " The remaining re-
Some fear that the plan would not deliver pro- tained injuries or illnesses on or off their jobs or in Litigation in State Courts Per- spondents expressed negative feel-

mised savings, but would put California companies automobile accidents spectives on the Process and Pref- ings about the overall process
at a competitive disadvantage by adding an un- The universal care plan would establish so-called erences for Reform " The main criticisms leveled

needed layer of bureaucracy regional health insurance purchasing corporations The study was commissioned by against the system relate to issues
Others are concerned that employers would that would collect a 675% payroll tax from all em- the DRI, the nation's largest de- of "efficiency" rather than "qual-

rather relocate than deal with such a radically new ployers and a 1% tax on employees' wages This fense bar group with 18,000 mem- 1ty," according to the survey
system, which would eliminate most employer-pro- funding mechanism would avoid running afoul of bers The study was conducted by Some 69% of the respondents
vided health plans and impose copayment require- the Employee Retirement Income Security Act of Research & Forecasts Inc , a re- cited delays, heavy case loads,
ments on workers injured on the job 1974 by taxing self-funded employers' payrolls, not search firm based in New York crowded court dockets, frivolous

And, the proposal would severely restrict com- their health plans While the study purports to be claims and the jury selection sys-
mercial health insurance operations in California Small employers and low-income workers would an unbiased sampling, defense at- tem as factors contributing to the

The plan is expected to be formalized and intro- be taxed somewhat less torneys outnumbered plaintiffs' inefficiency of the judicial system
duced as a bill during this session of the Leg- It is not clear how multistate employers with op- attorneys 2 to 1 in the sampling In contrast, only 25% criticized
islature, said Walter Zelman, special deputy com- erations in California and their workers would be The results of the survey are based the "quality" of the system, in-
missioner for health insurance with the Insurance treated on 803 telephone interviews cluding the quality of Judges and
Department As of late last week, no sponsor had The HIPCs would use the tax funds to purchase Most of those responding-59% preparedness of lawyers
been lined up for the plan, which the department basic health insurance from health maintenance -say the civil justice system is Some 23% of the respondents
estimates would cost employers and workers $34 Contznued on page 11 working only "somewhat well," vs faulted "rules/procedures" such as

18% who believe the system works Continued on page 10

Nothing but bad news for U.S. brokers
By LORI BLOCK out 1991, while the recession took The best bottom-line performers Boston Corp in New York These "brokers are obliged to pass

a bite out of insurance services and during 1991 were Poe & Associates results "are exactly in line with through 3% to 5% increases," he
There were few silver linings in consulting revenues, and lower Inc and Hilb, Rogal & Hamilton what everybody expects It's a soft said

the 1991 results of the publicly short-term interest rates depressed Co, which posted net income gains market, and interest rates are 'TIn just not sure you can get
traded insurance brokers, and investment income of 12% and 4 5%, respectively The down " expense (increases) down to zero,"
1992's forecast is just as dreary This year, the property/casualty other brokers' profits were flat or And, while few of the brokers added Ms Wilson of First Boston

Lackluster, even poor, results insurance market "is still as com- down were able to keep expenses from "The biggest problem is top line
were the norm as U S brokers con- petitive and challenging as ever," As of late last week, Frank B rising faster than revenues, ana- growth," she said, referring to the
tinued to struggle with a soft m- observed Arthur Quern, chairman Hall & Co Inc had not released lysts credit them for doing a good lack of revenue gains
surance market, the recession and and chief executive officer of Chi- its fourth-quarter or year-end re- job in controlling costs Unfortunately for brokers, there
low interest rates cago-based Rollins Burdick Hunter sults "They're not doing a bad lob, by was little opportunity for such

Indeed, the latter factor was the Co, the retail brokerage unit of However, securities analysts are any means," of controlling ex- growth last year Not only were
year's "crowning indignity" for Rollins Burdick Hunter Group Inc not critical of brokers' results, ob- penses, said Lehman's Mr Smith consulting revenues kept in check
brokers, observed Michael A "And the economic factors in serving that there lS little the com- "The trouble is their revenues have by the recession and investment
Smith, a vp with Lehman Brothers 1991 produced even more of a chal- panies can do to improve their sit- been hit very hard You can't fault income dramatically off because of
in New York lenge," he said uation the brokers for their expenses " the sharp decline in short-term in-

The 1991 fourth-quarter and Revenue gains among the pub- -Insurance brokers are clearly Sam Liss, director of research terest rates, commissions also were

year-end results for six of the top licly held brokers ranged from a hostage to the insurance cycle, and for Salomon Brothers Inc in New held nearly flat because of soft in-
seven publicly traded brokers re- high of 5 1% for RBH Group to a they are not immune to the re- York, concurs surance rates

fleet that property/casualty insur- low of 2 1% for Marsh & MeLennan cession," said Vanessa Wilson, an After a few years of holding the "The combination of those three

ance rates remained flat through- Cos Inc equity researcher with The First line on employee compensation, Continued on page 17
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Maine work comp
Continued from page 2

The new allocatiin formula was

designed to reduce the burden of
residual market assessments on

large writers of workers comp in-
surance and increase the burden on

casualty insurers that write little
or no workers comR insurance in
the state (BI, Jan. 13).

The emergency rule is set to ex-
pire March 6. Richard Johnson,
acting superintendent of Maine's
Bureau of Insurance, said he ex-

pects to file a permanent version of
the rule by Friday with the Secre-
tary of State to meet a seven-day
notice requirement.

The final version of the rule will

be substantially similar to the
emergency rule. Only slight modi-
fications have been made, said Mr.
Johnson, who declined to Rrovide
details.

But, while the rule attracted the
three servicing carriers, it likely
will not attract additional insurers

to underwrite residual market

risks, insurers say.
'The carriers are concerned

about the residual market bur-

den," said John Casner, the NCCI's
regional director of government,
consumer and industry affairs.

In addition, insurers are waiting
to see how the state bureau re-

sponds to the NCCI request for a
32.2% average rate increase for
both the voluntary and involuntary
market beginning May 1.

The NCCI has promised to pro-
vide the Insurance Bureau as much

notice as possible of an imminent
capacity cutoff. While the Boca
Raton, Fla.-based organization
formally notified Mr. Johnson ear-
lier this month that no new capac-
ity was anticipa:ed, capacity had
not evaporated as of late last week,
Mr. Vieweg said

Once that point is reached,
Maine's insurance law gives Mr.
Johnson two primary ways to keep
the system operating:

• Award service contracts

through a bidding process.
Companies could compete on

factors like servicing fee and oper-
ational capabilities.

The contracts could be awarded

to a company that is not an insurer,
like a third-party administrator. A
TPA would have to have at least a

working relationship with an in-
surer that can issue policies, Mr.
Johnson said.

• Order the NCCI to make ser-

vicing assignments to all insurers
licensed to write workers comp
and employers liability insurance
in the state.

"Our intent at this time would be

to use carriers that could service

employers-that is, carriers that

have written comp," Mr. Johnson
said. "It doesn't do any good to
assign policies to a carrier that

doesn't write comp."
However, he said the Insurance

Bureau's plans may change be-
cause of insurer "resistance" and

other factors.

The NCCI's Mr. Casner said an

important factor in the state is the
"fluid" political situation.

For example, a few legislators
are expected to propose funding
and implementing a competitive
state fund that the Democratic-

controlled Legislature authorized
earlier this year.

Gov. John R. McKernan 3r., a
Republican, opposes appropriating
state money at this time to imple-
ment the fund, Mr. Johnson said.
The governor plans to introduce a
workers comp reform package
later, he added.

A handful of other legislators
have introduced workers comp re-
form bills, including one that pro-
poses 24-hour coverage.

It remains to be seen, though,
whether the Democratic leadership
has the will to consider the reform

bills, Mr. DiGiovanni said.

Meanwhile, legislators are fae-
ing a threat to their authority to
deal with the situation. A citizen

initiative would reform the state's

workers comp system by closing

At First State, we believe
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been done, then there exists

the perfect opportunity

to get it done For instance,

over the years we've used

ourexperience to help
evolve many unique con
cepts m coverage
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taincreativity which will
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An ITT Hartford Company

loopholes that require workers
comp coverage to pay for employee
medical problems that have little
or no connection to the workplace.

The Secretary of State's office is
now verifying the more than 53,000
signatures that the Maine Citizens
for Justice in the Workplace col-
lected to put a reforrn proposal on
the November election ballot.

Essentially, the proposal would
change Maine law "to limit work-
ers compensation benefits to work-
related injuries and to limit bene-
fits to only the portion of incapac-
ity or treatment caused by the
work-related injury."

Maine Citizens for Justice ex-

plains: "Maine's current workers
compensation law specifies that an
injury was 'more likely than not'
caused by work. As a result, a host
of issues fall under workers com-

pensation coverage. Loopholes
allow unrelated or casually con-
nected problems to be compen-
sated, essentially making workers
compensation a catch-all health
insurance program and human ser-
vices system."

Chairing the coalition is Steven
Tremblay, executive director of
Alpha One, an independent living
center in Portland for people with
disabilities. Mr. Tremblay blames
the loopholes in Maine's workers
comp law for employers' reluc-
tance to hire disabled persons.

Also, other parties are taking
steps to usher in workers comp re-
form.

Currently, a group of seven em-
ployer and seven labor union rep-
resentatives are researching other
states' workers comp systems. They
are seeking a good system Maine
can adopt as a model.

A local newspaper is calling for
the establishment of a "blue rib-

bon" commission to study the
state's workers comp problems and
propose solutions.

Comp insurer
must pay claim
from beer breaks

at Stroh brewery
DETROIT-Stroh Brewery Co.'s

workers compensation insurer will
pay $85,000 in workers comp bene-
fits to the widow of a former em-

ployee whose alcoholism was fos-
tered by the brewer's policy of
serving employees unlimited beer
during breaks.

The 15-year-old case concluded
last week when the Michigan Su-
preme Court refused to review it.
Stroh had appealed a Michigan
Court of Appeals ruling that up-
held a state workers compensation
appeals board decision that alco-
holism is compensable if a corpo-
rate policy contributes to the con-
dition.

"This ruling confirms that alco-
holism is a disease just like other
diseases. And, if it can be proven
that the condition is related to em-

ployment, then it's compensable
under the state's workers compen-
sation laws," said Norton Cohen of
Miller, Cohen, Martens & Ice in
Southfield, Mich., the attorney for
the family of Casimer A. Gacioch,

The brewer fired Mr. Gacioch in

late 1974 after it concluded that

Mr. Gacioch's drinking habits were
hampering his work performance
(BI, Nov. 5, 1990). In early 1977,
Mr. Gacioch filed a claim seeking
two years of workers comp bene-
fits.

Because of the state high court's
refusal to review the case, Mich-

igan Mutual Insurance Co. of De-
troit, which insured Stroh's work-

ers comp risks through 1982, will
pay the full amount of the claim.

Mr. Gacioch died in 1982 after

accidentally setting himself on fire
while smoking during inpatient
treatment for an alcohol-related

disease.

-BY Michael Schachner
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\16 differtnt

"People make a difference at Frigo. So does Wausau."

Frigo Cheese has a unique way of viewing the cheese making process While they have high

tech computers and automated production lines, their authentic Italian cheeses are still made

by authentic cheese makers

"People make this com

pany work;' says David

Leonhardt, President ofthis

Green Bay, Wisconsin,

company "And, it's the

quality of these people

how they feel about

themselves, their sense of

accomplishment that

makes this company suc

cessful

"Frigoreceived all the service we expected
with a Wausau 401(k), our earnings
were even better than expected" David
Leonhardt, President, Frigo Cheese Corp

"To offer our people the best possible employee benefit plans, we look toWausau Insurance as a provider of personal

service. Our employees have people to talk to at Wausau - people they know.

"And there's an intangible, too. When our employees hear 'Wausau; they're reassured. It's Wausau's

Because Frigo Cheese
considers their image, their service reputation, that gives our employees a good, comfortable feeling:'
people a main
ingredient,
they chose When people are important to a corn- R__I-«r
Wausau LLSIVAUSAU
forgroup
health, life, pany, the company finds it important i-*I:-i. .1.:I-.

2911 -
dental and profit f atu. r! D

INSURANCE
sharing plans to be with Wausau.

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group
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The Los Angeles Unified School
District expects to save about $1.8
million in the first year of a three-
year managed mental health and
substance abuse treatment plan-
and even more in subsequent years
-though the plan substantially
improves mental health benefits.

By requiring its 75,000 active
employees and retirees and their
dependents to receive all mental
health care through a network of
Los Angeles-area mental health
care providers, the school district
expects to substantially reduce
overutilization, said David Koch,
division administrator-business
services with the school district.

The plan, which became effective
Jan. 1, also requires beneficiaries
to be assessed three times by an
existing employee assistance pro-
gram before being referred to a
mental health specialist.

However, the plan also improves
coverage for both inpatient and
outpatient services.

"Without trying to throw out
buzzwords, it really is the ultimate
win-win situation for the district

and our employees and retirees,"
Mr. Koch said.

Health care costs for the district

have been rising 8% to 14% over
the past several years. So the dis-
trict's benefit department last year
established a joint labor/manage-
ment benefits committee to iden-

tify areas that needed additional 
cost control. The committee tar-

geted mental health and chemical
dependency treatment, among
other areas.

"Through our self-insured in-
demnity plan, to which about 54%
of our active employees belong, we
were paying an average of $9,000
per person to treat psychosis and
about $37 per visit on 73,000 an-
nual visits for neurosis treatment,"
Mr. Koch said.

"About 9% of total health care

costs were attributable to mental

health treatment. Obviously, it was
a candidate to be looked at

seriously," he said.
To reduce mental health-related

costs, the school district first con-
sidered eliminating its EAP, which
is provided by Los Angeles-based
Managed Health Network Inc. But,
"that didn't receive a very warm
welcome from our employee
group," Mr. Koch said.

Instead, the managed care firm
analyzed the school district's men-
tal health care utilization trends
and showed that it could save

money by carving out mental
health and substance abuse treat-

ment benefits from its indemnity
plan and implementing a stand-
alone managed plan. Those ser-
vices had not previously been sub-
ject to managed care.

Under the new plan, employees
must visit the MHN-run employee
assistance program at least three
times.

If staffers believe that further

mental health or chemical depen-
dency treatment is required, em-
ployees are then' referred to one
of 900 behavioral health care pro-
viders in the Los Angeles and Or-
ange County areas.

For outpatient mental health and
chemical dependency services, em-
ployees pay no deductibles under
the new plan, and the first five
visits are covered in full. The next

five visits are subject to a $10 em-
ployee copayment, sessions 11-15
require a $20 copayment, and ses-
sions 16-50 require a $30 copay-
ment.

Employees have until June 30 to
conclude their care with their non-

network providers. Employees will
receive mental health and chemical

dependency treatment benefits as
provided under the indemnity plan
until that time. The indemnity plan
had covered up to $40 of the cost of
each visit, with a $3,000 annual
maximum per person.

 Benefit beat
After June 30, all services will

require pre-certification through
the EAP to be covered.

There also are no deductibles for

inpatient mental health and chemi-
cal dependency treatment services
under the new network plan.

Mental health services are co-

vered at 80% for up to 30 days an-
nually.

There also is a 90-day lifetime
maximum on inpatient mental
health benefits.

The plan also covers 80% of in-
patient chemical dependency
treatment, up to $10,000 per epi-
sode. The plan covers two episodes
per lifetime.

There are no inpatient mental
health or chemical dependency

, 0

School district targets mental health costs
benefits for care received outside
of the network.

Mr. Koch said benefit levels and
MHN contract fees are set for three

years.

-By Michael Schachner

Defined benefit plans
Far more defined benefit pension

plans are being terminated than set
up, Internal Revenue Service sta-
tistics show.

During the fiscal year ending
Sept. 30, 1991, 10,064 defined ben-
efit plans sought permission from
the IRS to terminate. Only 370
plans sought start-up permission.

For defined contribution plans,
formation ran slightly ahead of
termination, with 11,853 plans fil-
ing initial applications and 11,629
plans filing termination applica-
tions.

"It's clear to me that defined

benefit plans are the canary in the
coal mine," said Howard Weiz-
mann, executive director of the
Assn. of Private Pension & Welfare

Plans in Washington, D.C. "They
are far more complicated and more
expensive to administer" than de-
fined contribution plans.

Defined contribution plans are
"far more predictable, much
simpler to run and more easily un-
derstood by employees," he said.
"Actually, they are more expensive
in terms of the benefits provided,
but you don't need a bevy of ex-
perts to calculate accrued benefits
for you."

-By Deborah Shalowitz

Health plan extended
Allied-Signal Corp. is extending

its managed health care contract

I 1

OUT OF CAPACITY

with CIGNA Corp. until the end of
1992, with an option to extend
through 1993.

Under the contract, Philadel-
phia-based CIGNA agrees to hold
health care cost increases to an un-

specified percentage each year. Be-
yond that percentage, the insurer
must absorb the additional costs.

"We continue to feel that the

program is saving a substantial
sum over what our indemnity costs
would have been," noted Gary
Yeaw, director of group insurance
for Allied-Signal, a manufacturing
concern based in Morristown, N.J.
The original three-year program
was extended for 10 months last

year (BI, April 8, 1991).
The managed care program,

called Health Care Connection,
covers about 150,000 employees
and dependents.

-By Deborah Shalowitz

How has your reinsurer im
In the last hard market, your reinsurer may not
have left a favorable impression. In fact, between
cutbacks, cancellations and unpaid claims, they
may not have left you much of anything.

Last time, American Re didn't close offices or
cut services, we added them. We didn't reduce or

restrict coverage. We didn't give our branches
premium quotas. And we didn't force clients into
sunset clauses or claims made limitations.

In addition to our stability, we offer an innovative
system we call the WHOLE ACCOUNT CONCEPT
It combines specialists from across divisional,
corporate and geographic lines to focus on
all the issues affecting your business. As proof
of our commitment to a close partnership,
we've actually restructured our company to let
you access the best minds in the business. With
a flexible, coordinated response system that
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' Publisher/Editonal Director Kathryn Mcintyre, ARM (Ch,cogo)HAT DOES Lloyd's of London have to fear I

from government regulation? Editor· James M Burcke (Ch,cogo)

Perhaps nothing. -*b- Editor-at-Large Jerry Ge,sel /Washing/on)
That's why leaders at Lloyd's should not reject out of

hand calls that 304 years of self-regulation bt Lloyd's
Managing Editor Paul D Winston (Ch,cago)
News Editor Dave Lenckus (Ch,cago)

come to an end -Assistant Managing Editor/Graphics Jeanne M Bartels (Chicago)
«2- 1

We do not mean that Lloyd's necessarily should -1 1,jo . 1....11/.......lil.."i. International Editor Stacy Shapiro (londonj

be regulated by the government Just as poorly drafted *1% *vin
Senior Editor Douglas Mcleod (New York)
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States would not be an Improvement over current state 16 j\. 'f 3*9 Joanne Wolcik (los Angeles)

regulation, government regulation alone won't cure = <t Copy Editors Nancy Johnson /Chicago)

Kathryn M Larrabee Shicago)Lloyd's many ills And, a poorly designed system of ,0 /*af/(0 )# Timothy Stanton (Chicago)

government regulation of Lloyd's would only make 2 ket \ 1 / Roseanne White (Chicago)
them worse ----t-% 1

Associate Editors Lon Block (Chicagol

But the Council of Lloyd's and others m the mar- Michael Bradford (Do//as)

Meg Fletcher, ARM (Chicago)
ketplace should remember that Lloyd's has more than ZI Judy Greenwald (Son Jose)its share of problems If it did not, a task force I Mark A Hofmann (Washington; 1
report released last month would not have suggested --ad- --1- -  .-_ Louise Kertesz (Los Angeles) 1
radical changes (BI, Jan 27, Jan 20) Lauro Mazzuca (Chicagol 

While many of Lloyd's problems undoubtedly stem Michael Schachner (New York)

Deborah Shalowitz (Chicago)
from insurance market cycles, not from wrongdomg, leos,dess #SUE*ucev 1

Gavin Souter (tondon)
there's always room for regulatory improvement. The Christine Woolsey (Ch,cogo/ 1
task force noted that when it recommended that government should step m Just because some mem- Staff Reporters Sara J Harty (Chicago) f

Lloyd's establish two regulatory bodies: one that would bers of Parhament happened to lose money m the Sara Marley (Chicago)
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oversee regulation
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not suggesting government regulation when they col-
Ed,tonal Cartoonist Roger Schillerstrom (Chicago)
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consider this suggestion While it later agreed to review During these tumultuous tunes at Lloyd's, the Coun- Editorial Assistant Cynthia L Bloom/Chicago)

the recommendation, its Immediate, knee-jerk reaction cil should remam open to all responsible suggestions,
Advertising Director Martin J Ross (New York)
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lation of Lloyd's ity Lloyd's and Parhament should study regulation at Eastern Adverlising Manager Stephen P Lincoln New Yorkj

However, we certainly do not believe the British Lloyd's before either side says or does anything hasty Midwest Advertising Manager Robert L Niesse (Chicogoj

Western Advertising Manager Marta Hill Stevens (Los Angeles
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Margaret Hilido /Chicago)
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Bush offering two significant health care reforms Deborah D Neale (Chicago)

Kathryn Premetz New York)

Production Manager Elmer Kerstowske (Chicago)

To the editor Widespread criticism of ance, which they know cannot be achieved that costs are driven by doctors, hospitals,
President Bush's health care plan would at this time

Director of Communications Ronnie I Drachman (New York)
malpractice claims and inefficient delivery

lead one to believe it has no redeeming The tax credit of $3,750 for families also is of a host of services, which are affecting the EDITORIAL Chicago 312-649-5398 ,
value (BI, Feb 17, Feb 10) under attack, with some politicians quoting costs of both government programs and re- Dallas 214-363-1066

Yet, lost in the political rhetoric about a wild range of costs for family coverage sponsible pnvate insurance programs and London 71-608-1172

what is wrong with the president's plan are Usmg exaggerated figures is at best playful which must be the main target of any health Los Angeles 213-651-3710
two major breakthroughs For the first time, and at worst misleading to a pubhc that is care reform program New York 212-210-0100 '
an American president has presented a plan strugglmg to understand This again dis- Most congressmen who have seriously San Jose 408-379-1790
that would tracts from the pnnciple that government is studied health care reform acknowledge Washington 202-662-7200

• Use pubhc funds to help finance health now wllimg to support those unable to af- that a shift to a national health care pro- ADVERTISING New York 212-210-0228
care coverage for those not on welfare but ford coverage, even if we still need thought- gram or sociallzed medicine w111 take years, Chicago 312-649-5276
who cannot otherwise afford coverage One ful debate to fmd the right figure even if one accepts that concept philosophi- Los Angeles 213-651-3710
might fault the method or the amount, but President Bush also is roundly criticized cally Those who attack immediate efforts to COMMUNICATIONS New York 212-210-0132
the principle is significant for appearing to defend the health Insurance address our most urgent problems m favor CIRCULATION Detroit 800-678-9595

• Require insurance market reform to en- industry, which has been pres@nted as an of demanding total reform are quite dishon-
sure availability of coverage to employees of ogre if not as the sole cause for our health est, and their attacks further delay help to Published by Crain Communications, Inc, Chicago
small companies and to employees who are care dilemma This is not to defend the those who need it now Founder G D Crain Jr
between jobs Again, the method might be handful of shifty msurance companies that Carson E. Beadle Chairman Mrs G D Crain
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major step toward overall health care re- that should be drummed out of business William M Mercer Inc President Rance Crain
form Rather, that charge takes our eye off the fact New York Chairman-executve committee S R Bernstein

Further, President Bush has come out in Treasurer Mary Kay Crain
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Civil justice study
Continued ftom page 3
the "excess use of discovery" as a
problem. And 20% cited excessive
costs as a problem.

Totals exceed 100% because re-

spondents were able to select more
than one answer.

Beyond these broad categories,
those surveyed also honed in on sev-
eral specific problems contributing to
overall inefficiency of the state civil
justice system.

An overwhelming majority-7796-
said, "The media sensationalize set-
tlements and jury awards." Virtually
all-93%-of the insurance claims

executives agreed with this state-
ment.

Similarly, 72% of those surveyed
said "the court process is too slow,"
and 91% said the pace of litigation is
sluggish.

Among the reasons cited for the
slow pace of justice were inefficient
resources for the courts, 69%; too
much litigation, 61%; and litigation
becoming too complex, 61%.

Predictably, only 35% of the plain-
tiffs' attorneys said there is too much
litigation.

Two-thirds of those surveyed be-
lieve the delays have increased in
the past decade. Insurance executives
and corporate counsel were the
groups most likely to believe delays
have increased in the past 10 years,
while defense attorneys and court
administrators were the least likely
to hold that belief.

Respondents were asked to esti-
mate the average time it takes to
bring a civil case to trial. The na-
tionwide average computed from
their estimates is 22 months.

Despite the long delays in civil liti-
gation, respondents still expressed a
strong belief that a fault-based com-
pensation system is preferable to a
compensation-based system, like
workers compensation.

About 59% of all of the respon-
dents work in with fault-based per-
sonal injury laws, 15% work in com-
pensation-based personal injury
systems and 15% work in both sys-
tems. The rest of the respondents did
not provide an appropriate answer to
this question.

Nonetheless, only 18% of the re-
spondents prefer compensation-
based systems to a fault-based sys-
tem.

One of the reasons cited for pre-
ferring a fault-based system is that
plaintiffs are "only entitled to com-
pensation if someone causes injury
and if there is negligence proven,"
cited by 46%. And, 44% said a fault-
based system "is the fairest way, it's
more equitable."

Among those who expressed a
preference for a compensation-based
system, the main reasons cited are
that this system is the "fairest way/
more equitable/objective," cited by
45%; "the purpose is to compensate,
not blame," cited by 21%; "awards
what is lost/restores plaintiff," cited
by 20%; and "is quicker/simpler/
works best," cited by 18%.

Respondents were also asked to
identify which areas of civil litiga-
tion are likely to increase faster than
others in the next 10 years.

Nearly everyone surveyed-91%-
expects to see an increase in haz-
ardous waste and environmental lia-

bility litigation.
Some 81% expect an increase in

wrongful-termination litigation, 66%
expect an increase in mass toxic tort
litigation and 62% expect an increase
in product liability litigation.

Also expected to increase are busi-
ness litigation, cited by 43%; medical
malpractice litigation, citied by 42%;
mass latent injury cases such as as-
bestos, cited by 41%; and contract lit-
igation, cited by 30%.

The high cost of bringing these
types of cases to trial was consis-
tently identified as a problem pla-
guing the civil justice system.

Some 52% of those surveyed said
transaction costs, which comprise the
costs incurred in litigation excluding
monetary awards, have "increased
greatly" over and above inflation in

the past 10 years.
Although there are many reasons

cited for increased transaction costs,
"high attorneys' fees/too many law-
yers" was cited by 26%, the cost of
expert witnesses was cited by 24%,
higher discoresy costs was cited by
18% and higher court/filing costs was
cited by 18%.

When asked about transaction

costs jn different types of litigation,
70% of the respondents said transac-
tion costs are €xcessive in product li-
ability cases, 63% find them excessive
in medical malpractice cases, 62%
find them excesive in environmental
cases and 55% find them excessive in

mass latent injry cases, like asbestos
cases.

When asked who was responsible
for these high transaction costs, the
respondents all pointed the finger at
each other.

Eighty percent of insurance claims
executives amd 68% of corporate
counsel blamed plaintiffs' attorneys
for the high transaction costs. Specif-
ically. 81% of insurance executives

and 64% of corporate counsel said
that plaintiffs' attorneys bring too
many lawsuits.

Conversely, 58% of plaintiffs' at-
torneys blamed insurance claims ex-
ecutives, while 54% of plaintiffs' at-
torneys blamed defense attorneys for
the high transaction costs. Some 53%
of the plaintiffs' attorneys blamed
defense attorneys for keeping cases
alive as long as possible to maximize
billings.

Only a small minority of those sur-
veyed-16%-were either somewhat
familiar or very familiar with Vice
President Dan Quayle's proposals to
reform the civil justice system sum-
marized in the "1991 Agenda for
Civil Justice Reform" (BI, Feb. 10;
Aug. 19, 1991).

Mr. Potter says one reason for that
lack of familiarity was that the media
failed to focus on the specifics of the
proposal, which was unveiled at the
American Bar Assn. annual meeting
last August.

Rather, the media focused on what

they called "lawyer bashing" by the

WE BUILD SPECIALTY

PROGRAMS FROM THE

GROUND UR

vice president, said Mr. Potter.
The proposal identifies six areas

of reform and then makes 50 spe-
cific recommendations.

Respondents generalb favored all
six areas of reform targeted by Mr.
Quayle.

Some 88% favor voluntary dispute
resolution, 87% favor reform of the
discovery process and more efficient
trial procedures, 78% favor reform of
the use of expert evidence, and 70%
favor reforms that would enhance in-

centives for meritorious litigation
and limit punitive damages.

Among the specific reforms sug-
gested by the Bush administration,
75% of the survey respondents fa-
vored "multidoor courthouses" that

would permit parties to choose be-
tween several methods of alternative

dispute resolution.
In addition, 72% said compliance

with government standards should be
considered a strong defense in a law-
suit and a guarantee against punitive
damages.

And, 66% said courts should have

In fact, we're one of the leaders in specialty
business insurance. We work with producers
to develop and grow specialty programs
for the movie business, nursing associations
and sporting events, to name but a few-that
require an expertise other insurers don't have.
So if you're looking for a company that will
work with you to develop specialty coverages,
try Transamerica Insurance. And see why
our programs are worth watching.

TRANSAMERICA
SPECIAErY INSURANCE ®

THE POWER OF THE PYRAMID IS WORKING FOR YOU.®

©1991 Transamerica Corporation

greater ability to authorize class-ac-
tien lawsuits to handle claims ansinE
from mass disasters.

One of the DRI's goals in com-
missioning the study was to open:
dialogue on the issues, said Mr. Pot-
ter.

Fo further that aim, the DRI sent

copies of the survey to varous legal
groups as well as Mr. Quayle and So-
licitor General Kenneth W. Starr.

To date, there has not been a re-
six)nse from any of these groups to
the survey, which was released ear-
lier this month, he said.

Nonetheless, Mr. Potter says he
welcomes letters from the public in
response to the survey.

.

Copies of the survey, "Citit Litiga-
tion in State Courts: Perspectives on
the Process and Preferences for Re-
form" can be obtained without charge
from the Defense Research Institute,
750 N. Lake Shore Drive, Chicago,
Ili. 60611; 312-944-0575 Comment:

on the survey may be sent to the same
address.

dl I
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California plan the program a $3 :,}payment per lab and radiology Mi Zelman explamed proposal' that affects "multiple con-

All California ts would be gua=an- test, a 810 ccgagment per outpatient But that ca culaticn "dies n,1 take stituencies,1 said DI Jacque J Soko-

Continued from page 3 teed access to certif ed health plans drug -rescripticn, a $25 copayment into account any of the plan s many lov, vp and medical director at
organizations that are certified by the delirering care "equivalent to rhat per 2-rergency zoom visit, which cost-saving faz ors".or emplc>ers, he Southern California Edison and a
HIPCs to deliver cale to all Callfornia offeled by most hea_th maintennce would be wa ved if the patient is ad- said membei of the commissioner'% Health

iesidents, mcluding the 6 million who orga,izations," the department said mittec 8 the Losoltal, and a $15 co- For examfl, en-ployen' tealth Care Advisorv Committee
are now uninsured Citizens would be "The details of tte benefit pack- payment pei oitpatient mental care Costs as , pei -en age if pay- His 'creative and somewhat non-

assigned to a particular HIPC based age would be cefined or. an origo- health treatrr en .Rzith some limits on roll would be reduced t)675'*-the traditional pioposals "aie put foith
upon where they liu ing tasis by the State Health Cim- the number of 20Kered visits pioposed par 11 :a:--fs,rn ar efti- as sounding boards, so the di ffeIent

The HIPC4 would be managed by mics_on, whict wculd act in the "Routine dertal and vision care rnated 8%, the ceparlmen: sail constituencies can sound them out

employers and consumers who prob- context of the colla-s raised by the would not bc Dopired Certain hign- In additior, emplopers' wzrkers said Dr Sokolov
ably would be appc inted "by elected employer/emplovee Eayroll contr bu- cost , ision anc dental procedures comp costs would be reduced $1 The plan "is xuipii,,ingly well-

autholities," Mr Zelman gid A spe- tions " the propcial says woi_c be ccireI ed with moderate billion annua-1· und-r t-lis plin, Mi written and thought-thiough. consid-
ual state commisgon would oversee "The benefits package wol-lc be copals," the ieooil says Zelman said ering the incendiary ihetoiic that

the corporations based on those services piovided Thz e wou_d be no copayment re- Emplovers Di> a otal of S.1 bil- usually comes out of" the Inulance

Large employers that offer health under a comprehensive HMO plan quirement for ' medically necessary lion in worke-. comp costs annually, Department," said Kathleen Eyre,
care services directly to employees It w(,uld cover a broad range of Tried- anc appropri:te inpatient hospital according to Cali.ornians for Corn- director oi health policy and advo-
could apply for certification as an ically necessaly ca e," the report care' r for preventive care, inclul- pensation Reform in San Francl:co cacy at Blue Cio5% of California in

approved health care pl m for their said, without provid ng details 3ut, ing prenatal ard well-baby cale Auto insurarce p:emiums vould Woodland Hills
own woikers One such company is it also noted tiat *'existing s ate Californians seeking bi oadeI cog- also be leduced 15% undm the plan "We're vezy encouraged that the

Southern California Edison Co , mancated benef ts would be consid- erage muld op= to pay more to con- the departmer t sa> s commissionei ha stepped into this

which operates many medical clinics er ed as part 01 the design cf the pet_r,2 HIPS-zertified health case Some emplo, ers and insurels are issue," said a spokeswoman i or the
and first-aid stations foi employees gual Enteed benefits Dackage and in- plans including those operated by lauding the In+1. ranee commiss-,mer's California Medical Ay,n in Sacia-
throughout Southern California (BI, cluded where aporop-late " priva t-2 health in,urer s, that would entry into the 1- ealth care refo=m de- menlo
March 5, 1990) Nc deductible. wculd be char/ed, provide more generous benefits bate, though t iey n.a> not snoport The doctors Foup 15 hoping 1()

Howevez, these employers and but small copaymen s would be set paCKagES his proposal place an initiative on the Novembei

their workers still Nould be subject on many services a $10 m. cr um The E lan's $34 billion price tag is "He deserv©, a lot cf crec t tor ballot that would requir e all employ-
to the payroll and wage tax to fund coptment per I_hysin,an orf.ce visit, "based or exicting HMO rates," putting forward a yer r amt Itious ers in the state to provide health in-

sulance

And, others cheer the proposal's

focus on managed caie and its in-
clusion of the pi ivate sector

The California AFL-CIO in San

Francisco has not taken an official

position on the plan
However, while the labor organi-

zation likes univer,al care, it has a
problem with the 24-hour coverage
concept because of the copayments
that would be imposed on in]Uled
workers foi some medical service5

'We don't want to see the cost hifted

to the employee,' said Tom Rankin,
reseai ch dizectoi

And, some employen, and insur-
ers, saying they need to see more
details about the plan, pointed out
what they called othei inherent flaws

in the plan
Among the most noteworthy, they

claim, are cost etimates that are too
low

"OuT major concern 15 that the pro-
posal is too simple and mav raise
false hopes among consumers that
putting all health care plans togethei
undei a government-controlled sys-
tenn will in fact lower their costs over

time," said Thomas F Conneely,
president of the Assn of California
Insurance Cos of Sacramento

The ACIC iS studying the pioposal
and is reserving Judgment until the

/
plan is foimally introduced in the
Legislature

4
"A basic fallacy" In the proposal

is the assumption that HMOs are le,s
1 expensive and should provide the

basic benefit package to state rehi-
dents, said Richaid Toral, chairman
and chief executive officer of Admar

Corp of Santa Ana, Calif Admar is a
large managed care company that
operates pl eferred provider organiza-
tions and provides utilization man-
agement and third-party administra-
tion services

"Don't throw out the baby with
the bathwater,' he said "Instead of

dictating that HMOs will provide the
coverage, Just state what the covei-
age will be and allow whoever can
best do the lob to do it "

The Health Insurance Assn of

America is i eserving comment on the
proposal Until it 19 introduced as leg-
islation

Russ Walker, an official for the
National Assn of Health Un-

derwi iters and pI esident of Walkei
r Health Insurance Services in Santa

aa :,1 Ana, noted, however, that the plan
would appear to limit the system to d
"very small number" of large health
insurers that run health care net-

A

''+1 works

"There seems to be a feeling that
we will cut (the HIPCs') adminis-

.

trative overhead if we reduce the
F.¢·

number of companief But in any
.ID

. industry we can eliminate overhead lf
we eliminate choice ' which is not

ah '

what most Amei icans want, Mi
42.'_ Walker said

64 A I . In addition, like other clitics of
6 I.

f .43 * 4.1 the pi opoul, Ms Eyze of Blue Cross
*4** %.

fi
' l. said she does not agree "with the

need for a new bureaucracy" that the
r , 64' /-

/1 plan would set up to "funnel all
Continued on neit page
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California plan
Continued from previous page
funds through the public sector."

"You'd be creating a huge bureau-
cracy in order to do all those things"
that a large self-insured employer
may already be doing, Admar's Mr.
Toral agreed.

And, it is not clear that "a bureau-
cratic person on a fixed salary" will
provide better service in dealing with
claims and health care delivery prob-
lems than "an independent agent you
can hire and fire," Mr. Walker said.

Several employers also balk at the
disincentive for self-funded em-

ployer-sponsored health plans under
Mr. Garamendi's proposal.

"I would not favor any plan that
eliminates self-insurance," said Jo-
seph Markey, president of the Cali-
fornia Self-Insurers Assn. of Sacra-

mento.

"That's one thing that we want
additional clarification and support
on-that innovative health care sys-
tems will be allowed to continue to

function," Dr. Sokolov said. "The
real question is, 'How much competi-
tion is going to be allowed and how
much regulation?"'

But, Mr. Zelman replied: "From
all that we can tell (eliminating self-
insurance) is a plus. The state has no
control over self-insured plans, and
some of them are not run with the

best of standards," leaving employees
without benefits, he said.

Another concern is "the issue of

equity that runs through this whole
report," Mr. Zelman said.

"We cannot allow the largest em-
ployers to go their own route" and
cover their own employees while not
paying into the pool that covers all
residents, or the burden on the rest of
the system will be too great, he said.

"On a more positive note, we want
and need their leadership to make
this work. I want Arco, Pac Bell and
Bank of America on the board of

directors of these purchasing cor-
porations," said Mr. Zelman.

All things considered, the question
remains whether California "can

truly have a single health care pro-
gram that does not put California
employers at a disadvantage," Dr.
Sokolov said.

"The concern would be that Cali-

fornia would lose jobs to places like
Nevada and Mexico," he said.

There is "a lot of concern in this

very touchy environment that busin-
esses might relocate," concurred Julia
Thomas, chairman and CEO of Bo-
brow, Thomas & Associates, an ar-
chitectural firm in Los Angeles. She
also is the health issues committee

chairman and a director of the Los

Angeles Chamber of Commerce. •

Health proposal
Continued from page 3
not be used for other purposes or
taken as cash.

The maximum amount of the

credit or deduction would be

$1,250 for a single person, $2,500
for married couples and $3,750 for
families of three or more.

Individuals with incomes below

the federal poverty level would re-
ceive the maximum tax credits.

Those earning more than the fed-
eral poverty level would receive a
smaller tax credit, with the credit
decreasing to 10% of the maximum
for those with incomes equal to
150% of the federal poverty level.

The poverty level is now about
$7,000 for individuals and about
$14,000 for families of four.

Those with incomes exceeding
150% of the poverty level generally

This announcement is under no circumstances to be construed as an offer to sell or as a solicitation of an offer to buy any of these securities.
The offering is made only by the Prospectus.

New Issue 9,000,000 Shares
January 29, 1992

IIR National Re Holdings Corp.
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only such of the undersigned or other dealers or brokers as may lawfully offer these securities in such State or jurisdiction.

Merrill Lynch & Co.
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Securities Corporation

Lehman Brothers Inc.
Salomon Brothers Inc
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Incorporated Incorporated
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Robertson, Stephens & Company Smith Barney, Harris Upham & Co. S. G. Warburg Securities
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Wertheim Schroder & Co. Dean Witter Reynolds Inc. Jefferies & Company, Inc.
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Advest, Inc. Arnhold and S. Bleichroeder, Inc. Robert W. Baird & Co. Sanford C. Bernstein & Co., Inc.
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Credit Lyonnais Securities Hanshin Securities Co., Ltd. Nikko Europe plc

Paribas Capital Markets Group Socitt6 Gtntrale Swiss Bank Corporation S. G. Warburg Securities

would receive a tax deduction for

their health insurance expenses.
No tax deductions or credits

would be available to individuals

with incomes of more than $50,000,
couples with incomes exceeding
$65,000 or families of three or
more with incomes exceeding
$80,000.

• Small employers could band
together in new "Health Insurance
Networks" to either purchase in-
surance on a group basis from in-
surers or self-fund. These employer
networks would be exempt from
state laws that now require poli-
cies sold by insurers to offer cer-
tain benefits.

• State laws that interfere with

the delivery of managed care
would be pre-empted.

• Employers and insurers could
not exclude coverage for pre-exist-
ing medical conditions.

In addition, the administration
package calls for an increase to
100% from 25% in the tax deduc-

tion the self-employed can take for
health insurance premiums. It also
"encourages" the states to adopt
a series of medical malpractice re-
forms, including elimination of
joint and several liability for non-
economic damages.

Sen. John Chafee, R-R.I., who
said he doubted that comprehen-
sive changes are possible in an
election year, asked if Republicans
and Democrats could at least agree
on a scaled-back package. Such a
package could include medical
malpractice reform, higher tax de-
ductions for the self-employed and
reforms of the insurance market,
like the administration's proposed
ban on exclusions for pre-existing
medical conditions, he said.

Such a package would "not be a
great reform. But at least we could
make a start," Sen. Chafee said.

But Sen. John Danforth, R-Mo.,
questioned whether medical mal-
practice reforms have any chance
of passage. Such reforms would be
strongly resisted by the plaintiffs'
bar, he said, adding that he would
not "hold my breath" waiting for
such tort reforms.

Other committee members said

the time has come for Republicans
and Democrats to put politics aside
and try to agree on a health care
reform package. "Let's not take
pot shots at one another," advised
Sen. Max Baucus, D-Mont.

But Sen. Baucus' plea didn't pre-
vent Sen. Steve Symms, R-Idaho,
and Senate Majority Leader
George Mitchell, D-Maine, from an
angry exchange on the best way to
overhaul the health care system.

Sen. Symms charged that Demo-
cratic proposals to create a single-
payer national health insurance
system amount to "socialized med-
icine," while so-called "play or
pay" proposals to require employ-
ers to offer a health insurance plan
or pay new taxes would lead to a
big new public health plan.

Sen. Mitchell answered that

none of the Democratic proposals
could be called socialized medicine

and that Republicans were using
the term to frighten the public.

All of the major Democratic pro-
posals would continue to give
Americans the freedom to choose

their own physician, Sen. Mitchell
said, adding that no one would call
Medicare-the federal program
that provides health care coverage
for the elderly and disabled-"so-
cialized medicine."

Sen. Danforth asked Secretary
Sullivan why the Bush administra-
tion didn't recommend proposals,
under consideration earlier, that
would have taxed employees on
employer-paid health insurance
premiums exceeding certain levels.

Dr. Sullivan candidly replied
that any proposal to alter the tax-
favored status of ennployer-pro-
vided health care benefits would

have triggered opposition that
would have eliminated any chance
of the administration's health

package receiving serious congres-
sional consideration. I
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D&0 study crease increases was utilities Forty-one cess limits at $3.18 million and volumein 1991 That was a signifi-
Claims arising from inadequate percent of the utilities in the sur- $46 million, respectively Utilities cant lump from 1990, when it

Continued from page 1 or inaccurate financial disclosure vey reported an increase, while an- had the highest average primary ranked fourth with 8 2% of the pri-
1992 are for continued gradual and rose to 77%of the 1991 claims, up other 41% reported a decrease and and excess limits, $2116 million mary market
controlled firming of the market from 6% in 1990, Wyatt found the remaining 18% reported no and $49 69 million, respectively Associated Electric & Gas Insur-

for the majority of corporations," The increase in claims related to change Nearly 20% of the survey respon- ance Services Ltd, a Bermuda-
Phillip N Norton, author of the financial statements appears "due Utilities, however, paid the sec- dents said they had no D&0 cover- based group captive for utilities,
survey and a consultant in Wyatt's to the fact that corporate state- ond-highest median premium age The most common reason for was the only other primary insurer
Chicago office, wrote in the sur- ments and disclosures are being $351,000 going without coverage-cited by to account for at least 10% of the
vey's summary scrutinized at a higher level than Utilities were also the business 56% of these respondents-was primar 1 premium volume, with

He added that this D&0 survey ever before," Mr Norton said class most hkely to carry D&O cov- that it cost too much The second 10 4%-$30 9 million-of total pri-
is the first in which the banking "Many of these newer disclosure erage, Wyatt found Ninety-three most common response was that mary volume AEGIS had a 13 6%
industry has been divided into two claims are due to alleged violations percent of the utilities responding the scope of coverage was too lim- share of the 1990 premiums
business classes large banks and of rule 10b(5) of the 1934 Securi- to the survey had D&O coverage, ited, offered by 31% AIG and Chubb were in a virtial

middle-market banks Large banks ties Exchange Act, such claims re- followed by large banks, 91%, non- Only 48% of the 1990 respon- dead he at for the number of pri-
are defined as those with assets of late to securities trading decisions bank financial services companies, dents without coverage had cited mary D&0 policies written for sor-
more than $1 billion, while mid- that led to financial loss, which 84%, and middle-market banks, cost as a reason for going without vey participants AIG held first
dle-market are those with assets of «were made on the basis of inade- electronics and computer firms, D&0 insurance and only 23% had place w.th 321 policies, or 27 3% of
between $ 100 million and $ 1 quate or inaccurate disclosure and non-durable goods manufac- said the coverage available was too the total Chubb_ ranked second
billion from the corporation," he wrote in with 318, or 27% of the total No

1"The 1991 Wyatt Directors & Of- the report other insurer broke the 10% bar-

ficers Liability Survey," which is The single issue most frequently Claims stemming from a company's financial rier, although CNA Financial Corp
scheduled to be released today, cited as the source of a D&0 claim came c.ose with its third-place
also found that new insurers are was wrongful employee termina- performance or bankruptcy jumped to 4% of showing of 113 policies, or 9 6% of
showing increased interest in the tion, accounting for 117% of the claims in 1991, from 2.8% of the 1990 claims, the the tota_ number

D&0 market, which only a few claims reported in the 1991 report, Three insurers each held at least

years ago was shunned by all but a compared with 11 9% of claims the study finds. '1 think that's a recessionary effect,' 10% of the nearly $189 5 million in
handful of underwriters previous year Mr. Norton says of the increase. excess D&0 premiums reported in

Although the study shows that However, the broad area of the 1991 survey
American International Group Inc mergers and acquisitions, compris- ACE Insurance Co Ltd ranked

and Chubb Corp together continue ing several related types of claims, first-as it has for several years-
to write more than half of the pri- accounted for 15 4% of all claims turers, each with 83% limited with 15 9%,or $30 1 million, of the
mary D&0 market's premium vol- in the 1991 survey, down from Construction and real estate Only 5% of the respondents exiess D&O premium volume
ume, new entrants to the market 19 2% of claims in the 1990 survey, firms were the least likely to carry without coverage last year said AIG ranked second, as in 1990,
include such established insurers when it also was the leading source D&0 insurance, the survey found, they could not obtain it, un- with 15 3%, or $28 9 million, of the
as Fireman's Fund Insurance Co, of claims with only 52% of the respondents changed from the 1990 survey excess premium volume And
Mr Norton said Wyatt also found a slow but in each of these business classes The lack of D&O coverage among Chubb maintained its 1990 third

The 1991 survey examined the steady increase in D&0 premiums reporting having coverage some survey respondents was cer- place shiwing with 12 6%, or $23 9
D&O experience of 1,501 corpora- throughout the five fiscal quarters While D&0 premiums climbed, tainly not owing to a lack of insur- million, of 1991 excess premiums
tions from the third quarter of covered by the 1991 report limits on average dropped slightly, ers willing to write the coverage The standings were turned '
1990 through the third quarter of For participants who renewed Wyatt reported Three insurers appeared on around for the top three in terms if
1991 policies during the survey period, The aggregate D&0 policy limits Wyatt's list of D&O insurers for the numoer of excess D&0 policies

This year's survey found the fre- more than half-56%-reported in- purchased by the survey respon- the first time-Fireman's Fund, among survey respondents Chubb
quency of D&O claims for com- creased premiums, while 22% each dents ranged from $2 50,000 to RLI Insurance Co and Zurich In- ranked first with 154 policies, or
panies with assets of $ 1 billion or reported either lower premiums or $210 mlllion, Wyatt found The av- surance Co None of the new- 15 2% of the 1,012 excess policies
more to be 1 20, unchanged from a level premium In the 1990 sur- erage c6verage limits for all com- corners, however, accounted for reportec AIG held on to second
the 1990 survey (BI, Jan 14, 1991) vey, only 39% of respondents saw panies of all sizes was $254 mil- more than four accounts among place, w_th 136, or 13 4% of the ex-
Wyatt calculates claims frequency D&0 premiums Increase, while lion m 1991, down 4 5% from $26 6 survey participants cess pohcies, and ACE ranked
as the average number of claims 32% experienced a decrease and million in the 1990 survey The primary D&O market con- third with 101, or 10% of the excess
per participant 29% had no change However, only 4% of the respon- tinued to be dominated In 1991 by policies

This marks the first time the fre- A quarter-by-quarter break- dents with prior coverage reported two insurers AIG and Chubb The relative rankings of the top
quency of D&0 claims has not down of premiums paid at renewal decreased limits at renewals A AIG continued to rank first three excess D&0 insurers were

climbed since 1982, when the fre- shows D&0 premiums grew stead- majority of respondents-82%-re- among primary D&0 insurers in the same as last year in terms of
quency was only 06022 for com- 1ly during the survey period ported retaining the same limits at  terms of premium volume, ac- both share of total premium vol-
panies of this size • During the third quarter of renewal, while 14% purchased in- counting for 37 4%-or $108 6 mil- ume and percentage of policy

For companies with assets of less 1990, 54% of all renewing respon- creased limits That experience lion-of the $290 3 million in pri- count
than $100 million, claims fre- dents reported Increased premi- was about even with 1990 respon- mary D&O premiums paid by 1991 A separate Wyatt D&0 report
quency decreased to 0 107, from ums, 19% saw premiums decrease, dents survey participants AIG wrote covering health care organizations,
0 117 in 1990 That lS the lowest 26% had the same premium and the Mr Norton said average limits 38 3% of the primary D&O pre- educational institutions and non-
frequency measured for this group remaining 1% had no prior D&0 decreased even though most re- mium reported by the participants profit organizations will be re-
since 0 087 1n 1982 coverage spondent reported purchasing the in the 1990 survey leased next month

Claims frequency also dropped • In the fourth quarter of 1990, same amount of coverage because Chubb maintained its second-
for companies with between $100 55% reported increased premiums, of a "slight change in the mix of place ranking with 20 19-or $58 3 The "1951 Wyatt Directors and 0:-
million and $1 billion in assets 23% reported lower premiums and respondents " million-of the primary D&0 pre- fzcers Liabzhty Survey" is ava-
Their 1991 claims frequency stood 21% reported level premiums, with He noted that the 1991 survey miums Chubb held 19 5% of the able for $250 from Kenned Mae-

at 0266, down from 0334 a year 1% having no prior coverage contains more middle-market primary D&O market in 1990 Ivey or Mary Maze, The Wyatt Co,
earlier The 1991 frequency was • During the first quarter of banks than earlier surveys, which The London market, which in- R:sk Management Services, 303 W

the lowest for these companies 1991, 55% reported an increased lumped all banks into a single cat- cludes Lloyd's of London un- Madison St, Suzte 2400, Chicago,
since 0 220 in 1984 premium, but only 20% reported a egory derwriters, moved into third place, Ill 60606-3308 Ms Madver can be
· Mr Norton cautioned against premium decrease, with 22% re- Middle-market banks reported accounting for 11 2%, or $32 4 mil- reached at 312-704-2719 and Ms
characterizing one year of lower porting no change and 3% having the lowest average primary and ex- lion, of the primary D&O premium Maze at :12-704-2483

frequencies as a trend had no prior coverage
He also noted that the mix of • In the second quarter of 1991,

survey participants changes every 57% of the participants reported an
year Although about 60% of the increase, 21% a decrease, 20% no
participants in any given survey change and 2% no prior coverage
participate the following year, he • During the third quarter of
said the change in the other 40% 1991, 57% of the participants saw a
probably has an impact on the fre- premium increase, 22% a decrease,

quency of claims cited in the sur- 20% level premiums and 1% no vey previous coverage

Wyatt found the average pay- Large banks were the most likely
ment for all D&0 claims closed Industry to report increased D&0

SERVICE
during the survey period-exclud- premiums, the study found Nearly
ing those closed with no payment three-quarters, 74%, of the large
-was $3 02 million, significantly banks reported increased premi- Fast Answers

... Financial Solutions.
higher than the average $1 94 mil- ums, while only 19% reported
lion reported in the 1990 survey lower premiums The remaining 7%
The 1989 survey's average payment reported no change
for closed claims was $1 71 mil- Large banks also had the highest
lion median premium-$366,000-of

Mr Norton said, however, that any business class in the D&0 re-
the averages could be misleading port 1-800-788-6253
"I don't believe that the average Middle-market banks reported
severity is a true picture" of the the next highest rate of increased
1991 participants' claim experl- premiums, with 60% of the partici-
ence because a few very large pants citing increases, 17% de-
awards can knock the average off creases, 22% no change and 1% no
kilter, he said prior coverage

Two sources of claims showed a But middle-market banks also A.I. Credit Corp.
marked increase in frequency be- enloyed the lowest median.pre-
tween the 1990 and 1991 surveys, mium of any class of business sur- Insurance Premium Financing
Wyatt reported veyed The median premium for

Claims stemming from a com- middle-market banks was $38,000,
pany's financial performance or which was far below the next

bankruptcy Jumped to 4% of claims lowest median premium of
in 1991, from 2 8% of the 1990 $100,000 for personal and business, 4[n A Member ( ompany of In California, these products .,re m.irketed by AICCO, Inc,
claims, the study said services firms Americ ,in Internation<,1 Group Inc d whom owned ubsidi,ir, of A I Credit Corp

"I think that's a recessionary ef- The class of business reporting
feet," Mr Norton said of the in- the lowest incidence of premium
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Broker results formance is the decline in insur- 1991, revenues rose to $3603 mil- charge zo recognize retiree health million from $88 million in :he
ance services revenues, he said Jion from $354 9 million in the care liabilities under Financial Ac- fourth quarter of 1990

Continued from page 3 That decline reflects the fact that year-earlier period counting S- andard 106 are ex- The brokerage group's 1991 pre-
things for an insurance broker lS fiduciary investment income fell Still, A&A reported a net loss of cluded, A EzA would have reported tax income fell 79% to $337 mil-
very, very difficult," said Frank $10 2 million in the quarter com- $12 6 million in 1991, compared $37 8 milhc,r in net inome, a 31% lion from $366 million in 1990
Wieczynski, corporate secretary pared with the same quarter in with a net profit of $54 9 million droo from S549 million the previ- Howe,er, excluding a $47 mil-
for Alexander & Alexander Ser- 1990, as a result of lower short- in 1990 During the fourth quarter, ous year lion one-time charge, the grcup
vices Inc terrn interest rates A&A posted a net loss of $35 2 mil- Mr Wieczrnski noted that the would have reported a 4 9% rise in

"We're all struggling because of Nevertheless, "if you take that hon, compared with a net gain of quarter] 3 decline narrcws further pretax income for the year to $38 4
 the soft insurance market," said out, you'll still be looking at less $20 million during the same period if 1990'5 res_lts also are adjusted million

Robert H Hilb, president of HRH than 1% growth" during the quar- in 1990 for spec aL one-time charges Mr Quern said the charge E ri-

"Then, we get a double smash with ter, an indication that the soft A special $756 million charge Viewed thif way, earnings per manly reflects the consolidation or
the economy " market has not changed materially, partly associated with the restruc- share for the fourth quarter of closing of some offices, includ ng

And, those challenges are likely Mr Bischoff noted turing of brokering operations, in- 1991 fell :56% percent to 32 cents some offices of acquired opera-
to continue to suppress broker rev- M&M's consulting revenues, -reased expenses, a change in ac- from 43 cents in 1990 It would be tions
enues for at least the first half largely generated by William M counting standards, the soft "still a down quarter, but it was in In the fourth quarter, pretax in-
of 1992, broker executives and an- Mercer Cos Inc , were hurt by market and low interest rates all hne witn what we exgected," he come rose 28 6% to $5 4 mill on
alysts predict fluctuations in foreign currency 20ntributed to the loss saic from $42 million in 1990's fourth

All of the brokers said they do exchange rates and a slowdown in According to Mr Wieczynski, the An l E 4% decline in A&A's in- quarter
not plan to change their operating general management, environmen- RBH Group's pretax income hg-
strategies Thus, controlling ex- tal and economic consulting
penses will continue to draw much Regarding the foreign currency 1991 broker results

ures ar€ broken out from the re-

sults of its parent company, Aon
attention exchange rate fluctuations, Mr In thousands of dollars Corp H:)wever, Aon does not give

"We're going to grind lt OUt," Bischoff said "The dollar was specific net income figures for -he
Grosssaid J Michael Bischoff, vp of cor- fairly neutral to Mercer for the - % Net % brokerage unit

porate development for M&M year, but it was actually stronger
Broker revenues change income change

"For Ls, we feel good about 1931,
In the long term, this strategy in the third and fourth quarters " - particularly the fourth quarter"

could have dramatic payoffs for Thus, when converted into dollars,  Marsh & McLennan $2,779,200 21'4 $305,500 0 5% when revenues rose 12 2%, Mr
-these brokers and their investors revenues from foreign consulting Quern said

For instance, one of the factors dropped during the last two quar- - i
. i Alexander & Alexander 1,369,400 23 -12,600 NM

1 The fastest growing segment of
contributing to A&A's $12 6 mil- ters of 1991 RBH Group in 1991 was its em-Rollins Burdick Hunter 399,900 51 33,7001 -7.9
hon loss in 1991 was a major res- That explains the 6 5% and 63% ployee benefit consulting ope. a-
tructuring that necessitated a declines in consulting revenues Arthur J. Gallagher 231,679 36 18,790 -13 4  tion, Miller, Mason & Dickenson$756 million charge in the fourth during the third and fourth quar- | Revenues from this operation grew

quarter ters, respectively Hilb, Rogal & Hamilton 115,157 44 6,203 4.5 20 7% during the fourth quar:er
But, the restructuring puts the But, revenues from foreign con- and 12 3% for the year

company in a better operating po- sulting also were off for the year by  Poe & Associates 48,538 39 4,595 12 0 Like other RBH Group units,
sition in the long run, and it Will nearly 1 8% Mr Bischoff ex- -35- Miller, Mason & Dickenson grew
reduce expenses by $18 million in plained that the recession reduced 1 pretax NM+lot meaningful both internally and through acq di-
1992, Mr Wieczynski said demand for most consulting ser- _source _Company renorts ! sitions, Mr Quern explained

The "bright note" in brokers' vices GRAPHIC BY KIMBERLY MART Mr Quern said RBH Group R 111
1991 results is the fact that the The one partial exception is em- 575 6 million charge consists of vestment innme also contributed not try to predict when the mar-
brokers "are really positioning ployee benefit consulting, "which three primary factors to the draz in both revenues and ket will turn Instead, it will con-
themselves to have good operating is less sensitive to a decline in eco- First, the broker had to account earnings. centrate on its own management
leverages when the market turns," nomic activity," he said for severance payments, employee Mr W eczynski agrees with ana- "We've got to continue to control
said First Boston's Ms Wilson Still, even benefit consulting relocation costs and lease writeoffs lysts who say A&A is a commis- expenses," service existing clients

Individual results for the fourth struggled, posting an estimated associated with corporate restruc- sion-driz en broker, more sensitive and "look for strategic acquisitions
quarter and the year for publicly 1 7% gain (BI, Dec 16, 1991) turing, like the closing of an office to a soft market than others that fit,' he said
held brokers follow A bright note for M&M was the in Albany, N Y This restructuring "I'd rather have our book of

performance of The Putnam Cos accounted for $48 million of the business when the market hardens,
Arthur J. Gallagher

Marsh & McLennan
Inc, the unit that generates all of $75 6 million charge but we do :ake it on the chin when Gallagher's gross revenues rose

Gross revenue growth for the M&M's investment management Of the remainder, roughly half lS the market t,rns soft, because of 3 6% to $231 7 million during 1991,
world's largest insurance broker revenues Putnam had a banner due to A&A's decision to sell or our dependence on premium from a restated $223 6 million in
slid to just 21% for the year, as year as "investors reacted to cur- 4 wind down" its property tax con- levels," he said 1990

revenues fell in the last two quar- rent economic conditions" and sulting business and to revalue the H€ added that the restructuring But, net income for the year fell
ters of 1991 sought out the equity markets and worth of certain intangible assets "puts us m 9 better position in 13 4% to $18 8 million from a res-

For all of 1991, the New York- long-term investments, Mr Bls- and goodwill of past acquisitions terms of the way the company is tated $21 7 million in 1990
based broker's revenues increased choff said The rest of the charge reflects a being rum ' For the quarter, the Itasca, Ill -
to $2 78 billion from $2.72 billion "People are more willing to in- boost in the broker's litigation and "We're tak.ng our lumps now," based broker reported that reve-
in 1990 vest in fixed-income and security other reserves, Mr Wieczynski but the restricturing will reduce nues increased 8 4% to $62 6 m 1-

Revenues during the fourth markets than money market funds, said expenses by $18 million in 1992, lion from a restated $57 7 million
quarter slipped to $665 9 million certificates of deposit" and other But, if A&A's results are viewed he said But, net income fell 22% to $58

from $668 5 million during the short-term vehicles at this time, he without these charges, which after Rollins Burdick Hunter million in the fourth quarter from
closing quarter of 1990 said The escalation in the value of taxes amounted to $48 1 milhon, a restated $5 9 million in the final

Despite the overall revenue the equity markets also helped the broker would have reported Chicago-based Rollins Burdick quarter cf 1990
pressures, M&M's net income in- The 13 8% gain in investment $12 9 million in net income in the Hunter Group Inc reported gross Gallagner restated ltS 1990 fig-
creased 05% for the year to $3055 management revenues was sup- fourth quarter, still down 35% revenues of $399 9 million during ures to reflect a pooling of interests
million from $304 1 million ported by a 23 4% rise in assets from $20 million for the year-ear- 1991, up 5 1% from $380 6 million from acquisitions (BI, Nov 25,

M&M managed its slim gain in under management to $52 2 billion l.er period in 1990 1991)

net income even though fourth- at year-end 1991 from $42 3 billion For the year, if the $75 6 million DLring :he fourth quarter of Expenses grew at a faster clip
quarter income fell to $54 2 million at the beginning of the year special charge and a $2 2 million 1991, reverues rose 12 2% to $98 7 Continued on next page
from $54 5 million for the year- Another key factor in M&M's re-
earlier period because of a one- sults was a $44 million pretax gain
time realignment and consolida- from the sale of its 30% interest in
tion charge of $34 million This Dutch broker Hudig-Langeveldt
charge is associated with M&M's Group bv (BI, July 1, 1991)
reorganization of its London oper- "M&M had to do some gymnas-
ation, Mr Bischoff explained ties to keep ltS (net income) up

Breaking down its fourth-quar- there," said Lehman's Mr Smith,
ter and year-end results into major refernng to the Hudig sale "When
business segments, M&M reported you get beyond that, it wasn't

• Insurance services revenues really pretty "

fell 2% during the fourth quarter, However, Mr Smith credits
FLEXIBILITY

slowing revenue growth within the M&M-and other brokers-with
broker's largest segment to Just doing a reasonable ]ob of manag-
2 2% for the year Insurance ser- ing expenses M&M has been par- Two payments or tweive, customized
vices revenues were $357 million ticularly successful at this feat, Mr
for the quarter and $1 57 billion Bischoff said
for the year "Our revenues were up 2% and

for your insured s business.
• Revenues from consulting con- our expenses attributed to '91 were

tinued to tumble, falling 6 3% dur- up 2% Obviously, we feel comfort-
ing the fourth quarter to $220 1 able that we've been able to man-
million and nearly 1 8% for the age expenses in this environment," 1-800-788-6253
year to $894 million he said "From our planning

• The investment management standpoint, we've adapted to this
segment generated the most sub-. level of economic activity "
stantive revenue growth, with a Mr Bischoff added that M&M

28% gain to $88 8 million during will continue to manage "as if
the fourth quarter and a 13 8% (conditions) are not going to -A.L Credit Corp.
gain to $314 2 million for the year change "

"Generally, the operating en-
vironment we faced in the fourth

Alexander & Alexander

quarter of 1991 was really no dif- Even though revenues increased
Insurance Premium Financing

ferent than the third quarter of 1 5% in the fourth quarter and
1991," said Mr Bischoff, who 23% for all of 1991, New York-

made a similar observation three based A&A could not keep itself in
months ago when comparing third- the black 4 In A Member Company of In California, these products are marketed b¥ AICCO, Inc,
and second-quarter results A&A's 1991 revenues increased Arneric,In Internatior,11 Group Inc .# wholly owned subsidiary of A I Credit Corp

The key factor in the broker's to $1 37 billion from $1 34 billion
fourth quarter and year-end per- in 1990 In the fourth quarter of
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Broker results
Continued from previous page
than revenues during both the year
and the fourth quarter.

But, Michael J. Cloherty, vp of
finance, said that a 6.7% increase
in expenses is quite moderate in

the brokerage business, which his-
torically reports double-digit ex-
pense increases, he said.

"Overall, as a company we are
extremely pleased with our results
based on the market today," Mr.
Cloherty said.

Gallagher also established a $4
million reserve during the third
quarter to cover declines in its in-

vestment portfolio and other costs,
he noted. Without this reserve,

Gallagher's earnings per share
would have been flat instead of

down 20 cents.

"All things considered, that isn't
too bad," Mr. Cloherty said. De-
spite the recession, "we've put a
great deal of new business on the
books."

ili»-

WE COULD H«HEEPEDHIM FACE THE MUSIC.
--

After losing his hearing Beethoven went on to produce some of his greatest work.
But his disability took an emotional toll on him.

ITT Hartford knows the emotional costs of disability must be managed, along
with the dollar costs of disability. We can provide Rehabilitation Counselors to work
closely with disabled employees, their employers and physicians. This work can range
from helping the disabled cope with their condition, to ananging for specialized
assistance and equipment, to coordinating the return to work

The result is a comprehensive vocational program tailored to an individualk
skills and requirements. V

Employers and their employees shouldn't have to face disability alone. .b
Ask about our full range of Employee Benefit products and #111

services. It'll be music to your ears. ITT HARTFORD

ForThe Best In Life-And Health.

One bright spot for the broker is
its risk management consulting
business, which led to a 14.8% an-

nual gain and a 17.7% fourth-quar-
ter gain in fee-based revenues.

Looking ahead, Mr. Cloherty an-
ticipates that the broker will con-
tinue struggling to improve com-
mission gains, which, boosted by
new business, rose just 2% in 1991.

And, investment income will

continue to be hit by lower interest
rates. "I don't look for much to be

different in '92," he said.
As a result, the broker's cost

containment efforts "are still in ef-

feet" and Gallagher will concen-
trate on client retention and at-

tracting new business.

Hilb, Rogal & Hamilton
The Glen Allen, Va.-based bro-

ker ranked second among the lead-
ing brokers in both revenue and
net income gains.

For the year, HRH's revenues
grew 4.4% to $115.2 million from a
restated $110.3 million in 1990.
Net income rose 4.5% to $6.2 mil-
lion from a restated $5.9 million

the year before.
During the fourth quarter of

1991, revenues grew 2.6% to $27.6
million from just under $27 million
a year ago. And net income nearly
quadrupled to $833,468 from
$211,742.

However, the company's revenue
gains came largely from "miscella-
neous" factors, while commissions
and fees were flat and investment

income was down more than 25%,
Mr. Hilb noted.

A key factor in HRH's bottom-
line results was its continued com-

mitment to expense control. Ex-
penses rose just 3.8% in 1991, less
than the brokerage's 4.4% gain in
revenues.

Mr. Hilb believes that expenses
can be controlled further, but he
said such efforts must not hurt

customer service. Furthermore, the
decentralized structure at HRH

makes further expense control dif-
ficult, he said.

"This is a difficult time in the in-

dustry," Mr. Hilb said. "We all
need to find ways to improve our
services and control costs..

Poe & Associates

The Tampa, Fla.-based broker
turned a 3.9% gain in gross reve-
nues into nearly a 12% gain in net
income during 1991.

Poe & Associates' revenues rose

to $48.5 million in 1991 from $46.7
million in 1990, while net income
increased to $4.6 million from $4.1
million.

During the fourth quarter, gross
revenues rose 3.6% to $12.7 mil-
lion from $12.3 million, while net
income increased 13.2% to $1 mil-
lion from $901,000.

The broker did not provide spe-
cific expense figures.

But Robert P. Cuthbert, Poe's

new senior vp and chief financial
officer, said that the majority of
the broker's operating expenses
have decreased. For example, Poe
has consolidated office space and
negotiated more favorable leases,
he noted. But, mainly because of
acquisitions, expenses rose roughly
2%, he said.

This expense control, part of the
company's overall expense man-
agement program, enabled Poe to
turn modest revenue gains into
solid income gains, Mr. Cuthbert
said.

Roughly three-fourths of Poe's
growth has been fueled by acquisi-
tions made in 1990 and 1991, Mr.

Cuthbert said. These acquisitions
also were responsible for what
gains in expenses the broker expe-
rienced last year.

Looking ahead, Mr. Cuthbert
said Poe is "confident it will be

able to achieve year-over-year in-
creases in '92" following its rec-
ord-setting results of 1991.

"Our budget is designed to oper-
ate in this environment. If the

market turns, we'll reap the bene-
fits," he said. m
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Warning: Look before you litigate
By STACY ADLER GORDON Courts may be avoidable in coverage disputes make your company out to be a de-

liberate polluter "
NEW YORK-There is a perva- One way to handle disputes oversive-albeit erroneous-belief that In what many feel has become ages? He hinted that insurers might be factual issues would be through a

complex insurance coverage dis- almost a knee-jerk response, the • Will the pollution exclusion willing to make certain conces- minitrial, he suggested
putes for hazardous waste cleanup company filed a lawsuit in federal clause-which bars coverage for all sions in priva e negotiations that A minitrial is a non-binding set-
Costs cannot be handled through court seeking a declaration that pollution that is not -sudden and they are not wilhng to make in tlement process during which rep-
alternative dispute resolution, says the insurers, which provided cov- accidental"-bar coverage? litigation that would precedent for resenta:ives of both parties listen
a group that advocates litigation erage over a 30-year period, owe a In addition to these difficult other polleyhoiders to a short presentation of the c asealternatives duty to defend and indemnify the legal questions, the lawsuit will But Ms Badger was suspicious of by attorneys The hearing is infor-

However, members of the Center company for its cleanup costs also raise complex factual ques- attempt.ng to negotiate the legal mal, wish no witnesses and relaxed
for Public Resources Inc gathered However, it is possible that in- tions regarding the pollcyholder's issues w.tt the insurers rules of evidence and procedure Ain New York last month to demon_ stead of litigating with its insurers, activities during the past 30 years, "If we tly to settle, won't the in- judge, magistrate or special master
strate how a hazardous waste cov- the company could use a form of Mr Gilbert told Ms Badger Docu- surers -hink me believe this case presides over the proceedings,
erage dispute could be handled alternative dispute resolution isn't worth much?" she asked which often last one to two days1
without resorting to expensive and Continuing this hypothetical Mr G-lbert said this is unlikely After the minitrial is concluded,
time-consuming litigation scenario, two attorneys used role- 'Furthermore, the in a case such as this one "where the client representatives attemptThe hypothetical dispute cen- playing to demonstrate how the each side is spending millions of to nego.iate a settlement based oninsurance industry astered on a Fortune 100 company Policyholder might use ADR mech- dollars -n legal fees " what they have just heardthat has been in business for more anisms to handle this dispute a whole has been "Furthermore, the insurance in- Ms Badger asked Mr Gilbertthan 50 years and has generally Scott Gilbert, a policyholder at- dustry as a wiole has been sup- what a minitrial might costfollowed prevaihng environmental torney with Covington & Burling supportive of ADR,' portive =f ADR " he said "A minitrial would be less ex-
laws and regulations in Washington, DC, played the says Scott Gilbert. Ms Eadger was also concerned pensive than half a year's 11 tiga-Nonetheless, the company has role of the attorney representing that negotiatio,s with the insurers tion," he replied
been named as a potentially re- the policyholder could cause tte insurers to learn "In addition, we could negotiatesponsible party for cleanup at 15 of Elizabeth Badger of Morrison & about other hazardous waste sites that the loser pays all of the costs
its Own manufacturing facilities Hecker in Kansas City, Mo, took ment production and discovery not mentioned.n the lawsuit of the minitrial," he suggestedand landfills in 10 states, where ltS the role of the policyholder execu- costs could be enormous Mr Gilbert said ln all likelihood Ms Badger said she would con-waste products were deposited tive Listening to the complexities of the company viould need to dis- sider al_ of the alternatives raisedThe U S Environmental Protection Initially, Mr Gilbert informed this lawsuit, Ms Badger immedia- close informat on about all of its by Mr Gilbert
Agency is seeking to hold it liable Ms Badger about the complexities tely expressed concern about the waste sites to its insurers Remember you have nothing tounder the Comprehensive Environ- of coverage disputes like this one cost of litigating "The EPA has been blissfully ig- lose by at least initiating a dia-mental Response, Compensation & Among the difficult legal issues "The budget for this type of law- norant of most of these settlement logue w-th your insurers," said MrLiability Act, better known as the that must be decided, he said, are Suit is about $1 million a year for negotiations," he said, relieving Gilbert
Superfund Act • Which state's law should at least five years," replied Mr Ms Badger of her other concern The hypothetical dialogue wasThroughout the period that the apply? Gilbert that the government might require part of E. two-day program that ex-company owned and operated • Is a letter from the EPA nam- Mr Gilbert also warned Ms her company to clean up these amined a variety of litigation al-these manufacturing facilities and ing a policyholder as potentially Badger that her company could other SItes ternatives, including arbitration,
used these landfills, lt purchased responsible for cleanup costs suffi- face significant liability if it does Still, even if the policyholder mediation and summary Jury trials,
comprehensive general hability ciently similar to a lawsuit to trig- not win the coverage dispute could negotiate many of the legal which are similar to minitrialspolicies from 20 primary and ex- ger an insurer's duty to defend? "What choice do I have" besides issues in this case, ultimately the
cess insurers The company now • Do cleanup costs constitute litigating? asked Ms Badger question of coperage will turn on For more mformation about alter-has requested that these insurers "damages" as that term is used in Mr Gilbert suggested that per- factual issues he said natwe dispute resolution, contactdefend and 1ndemnify it against the CGL policy? haps many of the legal issues in the 'My view is .hat this ultimately the Center for Public Resources,the EPA's claims The insurers • Did the company "expect or case could be negotiated with the comes down tc a fact case," said 366 Madzson Ave, New York, N Yhave refused

intend" the environmental dam- company's insurers Mr Gilben "Insurers will try to 10017-3122, 212-949-6940

M&M realigns U.S. brokerage operations
NEW YORK-Marsh & McLen- Markets pared with $886 milhon in 1990 Inc, to assume all of Mutual Bene- face value of $44 billion and cash

nan Inc is reorganizing its U S fit's exissing COLI business, with value of $4 billionbrokerage operations and realign- Mutual Benefit venture Mutual Benefit then reinsuring a COLI policies are life insuranceing its top management substan:ial" portion of that busi- policies bought by employers-andAs of March 1, M&M Inc, the re- is part of Health Net's conversion NEWARK, N J -Under a tenta- ness payable to the employer-as corpo-tail brokerage unit of Marsh & to for-profit status tive agreement that relies on Con- Also, the agreement would es- rate investments Companies canMeLennan Cos Inc, will split its Under state law, non-profit gress relecting proposed tax tablish a m.nt venture between the borrow against the cash value ofU S operations into a risk man- HMOs converting to for-profit sta- changes, Hartford Life Insurance insurers to underwrite futlire COLI the polines to fund benefit pro-
agement division, handling larger tus must contribute their fair mar- Co will assume Mutual Benefit business Hartzord would be the grams and can deduct the interest
accounts with diverse risk manage_ ket value to a successor charity en- Life Insurance Co 's $44 billion majority owner, of the venture, paid on those loans
ment needs, and an insurance bro- gaged in similar activity book of corporate-owned life in- while Mitual Benefit would have Howezer, the Treasury Depart-kerage division to handle smaller, In this case, Woodland Hills, surance policies an Interest m future profits, said a ment has asked Congress to barless complex accounts Calif -based Health Net created The agreement reached this Hartford spokesman these deductions If such a measure

Where M&M Inc previously di. the California Wellness Founda- month calls for Hartfor Life, a Currently, Mt.tual Benefit has 55 passes, it would kill the Hartford
vided U S operations into eight tion to support :statewide programs subsidiary of ITT Hartford Group outstanding COLI policies with a deal, the spokesman said .regions-with the largest offices providing childhood immuniza-
maintaming a variety of Industry- tions, disease screening, substance
specific and other general depart- abuse treatment for pregnant
ments-the firm will now have four women and prenatal care for teen-
risk management regions and five agers The foundation board will
insurance brokerage regions consist of seven members, six with

Philip L Wroughton, formerly no ties to Health Net
M&M Inc 's deputy chairman, will In its original application for
become chairman, succeeding Ro- conversion, Health Net estimated
bert Clements, who will remain its fair market value as $104 mil-
vice chairman of M&M Cos Inc lion INNOVATION
John T Sinnott and David D Hol- But, under the terms of conver-
brook, meanwhile, have been sion approved by the State Depart-
named co-chief executive officers ment of Corporations, the HMO Creative thinking to help solve your individual need.of M&M Inc will pay the foundation $75 million

Mr Sinnott will be responsible in cash up front and issue $225
for U S risk management, Lon- million in 15-year interest-bearing
don-based C T Bowring & Co notes
Ltd 's wholesale and specialty op- In addition to the cash contribu-

erations, the Asia/Pacific region, tion, 80% of Health Net's stock was
and international specialty opera- given to the foundation Health
tions and brokerage support Net's management and directors 1-800-788-6253Mr Holbrook will be responsible own the remaining 20% of the con-
for U S insurance brokerage, Can- verted HMO
ada, Europe and Latin America Health Net, which has more than

The four risk management re- 800,000 enrollees statewide, had
gions will report to Executive Vp sought conversion to for-profit sta-
Timothy J Mahoney, while the five tus since early 1991 r.I. Credit Co
brokerage regions will report to Its efforts were stymied by con-
Executive Vp Ralph O Hanley sumer advocates who, based on

Insurance Premium Financingsimilar conversions by other

Health Net privatizes HMOs, claimed that management
was seriously undervaluing the

Health Net, one of California's assets
largest health maintenance organi- During the delay, Health Net re-
zations, will contribute more than ceived and relected several unsoli- 4[19 A Member Comp.iny of In C.iii fornia, these product are iii,irketed by A ICCO, Inc ,$300 million over the next 15 years cited takeover bids Aillefic ,]fi lritern,ition.11 Group Inc a wholly owned ubdiar¥ 01 A 1 Credit Corpto a foundation to provide preven- Health Net estimates its 1991

tive health care services The move gross revenues at $1 2 billion, com-
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"1'm making a comeback at RIMS for HCM."

If you missed OJ. in New Orleans, you have another shot at meeting him in Anaheim.

But you'll have to come to the Hertz Claim Management booth to do it.

And while you're there, we'll bring you up to date on all the new and better ways

we're planning on serving you.

Fo, example:

• Customized claim management services to handle liability, workers'

compensation, auto physical damage/subrogation, and the most complicated
health benefit issues.

• A mix of capabilities that keeps your workers' compensation program

manageable, including duplicate claim check between workers' compensation

and benefits claim systems.

• Management involvement that helps control your liability losses.

• An array of support services to enhance your programs, including a proven and

effective fraud investigation unit.

So stop by and say hello to OJ. and meet some of the most solid and dependable

people in the industry - the professionals from Hertz Claim Management.

For info,mation contact Hertz Claim Management, 225 Brae Boulevard, Park Ridge, NJ 07656-0713, (201) 307-2505.

FREE

O.J. Simpson
Mini Football

at the

HCM Booth

#938

He*z Claim Management



Whotakes the fall?

They say accidents will happen. And they will. It's just that some
reinsurers can protect you better. Like CIGNA RE for example.

Years of experience enable us to analyze situations more accuratels
And with greater insight Around here, unique, challenging risks are
routine. Which not only gives us a better idea of what you'll need, but

also allows us to respond
quickly andcompetitively:

So it's not surprising
that in a recent survey,
brokers singled out our
people f6rtheirknowledge
and thoroughness.

" Just as important, our
"

 financial stability and1* f
1 I

, capacity enable us to take
1                                                                                                                                           ,/ )

1 on higher limits.4-7 i. ·

We'11 be there for your
' short-tenn needs, such
as Known Concentration.

As well as the long run.
, Some personal accident

: 1 risks have even been on0

<l- .:'  our books for over thirty
years. And we do more than just manage risk, we share it with you.

No wonder we are one of the largest and most respected personal
accident reinsurers in the United States and the world.

For additional information, fax Donna Peterson at 215-761-7184.
Or call her at 215-761-7186.

After all, when you take a risk, you ought to have a partner who
knows the ropes.
Connecticut General Life Insurance Company is the primary legal entity through which CIGNA RE underwrites life, health and accident reinsurance products.

We getpaid forresultsi a
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Perspedive

Costlier organ transplants ,
By Donna Peterson and Bob Carey Rising costs

tissue transplants, also are increasing These
procedures involve intensive preparation and care B

T
for the recipient both before and after the rescueHE FIRST SUCCESSFUL HUMAN organ *{

transplant operation was performed fewer than process

30 years ago In 1990, more than 15,000 organ and frequency During the transplantation procedure, the

transplants were performed in the United States recipient's own immune system and bone marrow

alone, and the number is expected to grow about are destroyed with high-dose chemotherapy before

27% annually The frequency of certain organ and of transplants the new marrow is implanted

tissue transplant procedures is increasing at As the new marrow is rebuilding throughout the

significantly higher rates body, rejection must be carefully monitored Unlike

Many of these high-growth procedures could be in a single organ transplant, in which site relection

labeled catastrophic because of cost The impact on increases risk can be more specifically monitored, the graft

a health care plan of even one high-cost claim could rejection in bone marrow procedures can appear

be devastating The average expenses for a liver anywhere in the body at this time. Hospitalization

for health plans
l

transplant operation and one year of follow-up care stays for bone marrow transplant patients vary, but

now total more than $275,000 most are a minimum of 40 to 45 days
Currently, the most common form of bone marrowCarve-out remsurance is an important safeguard

solid-tumor cancers, including some forms of breast transplant is the allogeneic transplant Almost 3,000It protects self-insured employers, insurers, health
cancer, Hodgkin's disease, non-Hodgkin's allogeneic transplants were prolected in the Unitedmaintenance organizations and medical risk pools
lymphoma, adrenal tumors, and acute leukemia States for 1991 Autologous procedures wereby covering unpredictable, high-cost procedures

In addition, denial of coverage for organ or bone prolected at 1,700 for 1991 The average cost forlike heart, heart-lung, liver, pancreas and bone
marrow transplant services on the basis that they either allogeneic or autologous transplants,marrow transplants

A detailed look at some of the factors behind are "experimental" often results in legal or including transplantation and first-year follow-up, 1
the rising frequency of specific transplants and the regulatory challenges, which create additional risks was projected to be $214,000 for 1991

volatility of costs shows why insurance providers and expenses Perhaps the most highly publicized The growth in autologous utilization will continue

are taking a hard look at their risks decision was a 1990 ruling in favor of a Blue Cross to outpace allogeneic utilization With the

The growth in the frequency of transplants is & Blue Shield of Virginia policyholder who had a autologous procedure, donor source and genetic
bone marrow transplant for breast cancer match are not an issue And graft vs hostdriven by compound factors of increased

Medical inflation, especially its impact on the disease-the most serious concern when theavailability of organs and tissues, as well as
more complex hospital-based procedures, lS theexpanded applications of transplantation patient's entire immune system has been

Several factors are contributing to this growth in other maJor force driving overall costs upward suppressed-is reduced, although about 10% of

frequency Donor requests and matching programs While improved efficiency has reduced the costs autologous transplant patients die from transplant fu
are more established, effective and visible of portions of some procedures, most organ complications

The United Network for Organ Sharing, which Bone marrow procedures are rapidly expanding
1

contracts with the federal government to coordinate into the treatment of more diseases Currently, the

organ procurement, had 24,664 registrants as of Jan
Even one high-cost claim could be effectiveness of bone marrow transplants with AIDS

8, up from 19,169 at year-end 1989 The National devastating to a health plan. The patients is only in the earliest stages of testing

Marrow Donor Program had 467,934 volunteer average expenses for a liver transplant Research into procedures to cure sickle cell anemia
donors as of Dec 15, 1991, currently, 17,000 new operation and one year of follow-up

also is under way

donor files are added monthly At any one time, Transplant costs are volatile-we've seen a liver
now total more than $275,000. 3

about 2,000 active searches are being conducted, transplant hit $1 million-and occurrence is

and in an average month, 35 allogeneic unpredictable That's why carve-out reinsureance is
{1'

transplants-in which the donor and recipient are an important tool for self-insurers and insurers,
not genetically identical but are closely transplants and all bone marrow transplants remain alike An organ and tissue transplant carve-out, for
matched-are matched and facilitated acute treatments and high-cost procedures In example, enables an insurance provider to avoid the «

The success and publicity surrounding living- addition to sophisticated medical treatment, long "spikes" and catastrophic claims from such heart,

donor procedures, especially for liver and bone hospital stays and intensive drug therapies also are heart-lung, liver, pancreas and bone marrow
marrow, means greater availability of organs and expensive "givens " transplantation

tissue More than 100,000 live-donor organ There are few shortcuts in treatment or major A good reinsurance program will match the
transplants have been recorded And all bone savings in outpatient services or home treatment underlying medical benefits program Reinsurance v
marrow grafts are living-donor procedures The Organ transplant networks and specialized can be structured as quota-share or coinsured

number of living organ donors rose to 1,788 in 1990, transplant facilities can help reduce average first-dollar coverage excess of a deductible, a
up 15% from 1989 While most donors donated a transplant expenses, but capitated programs still specified number of transplants per year or a
kidney, nine donors provided portions of the liver run risks due to utilization, inflation and atypical variety of other combinations

(which regenerates fully in the donor within weeks) cases with extraordinarily high costs Standard coverage includes medical expenses

Six others gave away healthy hearts when they Two categories of transplantation-pancreas and within five days, prior and up to 52 weeks after a
received heart-lung transplant packages bone marrow-are currently the most volatile both covered procedure, surgical, storage and

More hospitals are performing transplants More from the standpoints of potential utilization and transportation expenses related to organ or tissue
than 300 transplantation centers are currently high cost procurement; and recipient expenses directly
registered with the United Network for Organ Pancreas transplants are increasing at a rate of related to the procedure Common options are
Sharing, 48 are registered with the National 70% annually; more than 1,200 procedures were private-duty nursing, extension of coverage to 78
Marrow Donor Program projected for 1991, compared with 418 in 1989 The weeks and family transportation and lodging

Both technology and drug therapies have increase is due to improved patient and graft benefits

expanded and improved the capabilities of tissue survival rates The one-year pancreas This is a very dynamic period for organ and tissue
harvesting, which is the removal of an organ or a transplantation patient survival rate is 92%, transplants Employers should be aware that new
portion of an organ or other ttissues for according to the most recent data from the United developments, like a discovery by a research
transplantation Network for Organ Sharing Graft survival for this hospital or a precedent-setting court decision, could

Also, technology has improved for purging, which procedure is 72%. This level of success encourages have a profound impact on the transplant
is the removal of diseased cells from bone marrow more doctors and patients to consider this environment-and their costs

after harvesting, and for rescue, which is the procedure
infusion of the donated marrow into the patient One factor in the improved success of pancreas
Organ procurement, storage and transplantation, as transplants is an increase in the number of Donna Peterson zs

well as anti-rejection management, also have been simultaneous pancreas and kidney transplants,
expanded and improved which reduces post-operative hyperglycemia, or

transantaonagnbaindguosneedmaroetments for z:ZzzlnL';lor°,gruagna'hianrr=1rile9n8t_f3:r::222:U::d
assistant vice

president-special
rzsk undenonting
at CIGNA Re Corp

more and more diseases What is perhaps most period, these grafts accounted for 82% of all in Philadelphia.
dramatic about this is the application of autologous pancreas transplants. On July 31, 1991, 575 patients Bob Carey is
bone marrow transplants-in which the patient's were waiting for pancreas transplants at 86 director-special
own healthy bone marrow is extracted, stored pancreas transplant centers nationwide. nsk underwriting,
frozen and later replanted-in the treatment of Bone marrow transplants, especially autologous Ms. Peterson Mr. Carey also at CIGNA Re
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Perspedive-

Ergonomics to the res cue
Prote cting typesetters' productive health potential

By The Insurance Institute A.R.M. exercises again, full credit was given for either answer with
appropriate support )of America

• Ergonomic hazards arise when employees must

The foltow:ng question and answer are drawn suggested by modern workplace design, and one work under conditions that place excessive physical

from the curnculum for the Assoczate in Rtsk procedural (not engineering) control suggested by or psychological demands on them These demands

Management dengnation awarded by the Insurance more traditional industrial hygiene and safety eventually cause both injuries or illnesses and

Institute of America They represent the type of engineering reduced or defective employee output

question asked-and the poss:ble answers-in one of Four ergonomic hazards that characterize work at

the three examinations for the ARM des:gnatzon A: • A key risk management responsibility for computerized stations are-among other

The Institutes have begun presenting brief cases in East Book is to protect the productive health possibilities-repetitive finger and wrist motions by

the ARM examinations as a basts for asking potential of its employees, one of the company's computer operators, poor lighting, improper seating

znterrelated eiramznatzon questzons The case most valuable assets for computer operators and workstations that are

presented thzs month, taken from a recent natzonal The productive health potential of one or more not fully adJustable to the individual characteristics

examination in ARM 55-Essentlats of Rtsk Control, employees is the value to the employer of the of operators

focuses on several facets of protecting employees maximum potential future production of the Each of these conditions increases the likelihood

productzve health and safety This particular case employees, often discounted to a present value This or the severity of specific physical harm to
apphes to typesetters potential represents the most these employee could operators

produce if fully trained, kept healthy and Repetitive hand motions may bring about wrist
pain, swelling, weakness and stiffness ImproperQ: For 120 years, East Book Co has been a malor productive, and retained by the employer

publisher of medical texts for students and throughout the remainder of their careers lighting (whether excessive, Inadequate, or poorly

physicians East Book recently hired ltS first risk The productive health potential of employees is directed) is likely to cause blurred vision and eye

manager The company formerly employed an essential to every organization, for it is employees' strain Improper seating causes operators to suffer

insurance buyer, who had purchased adequate knowledge, skill, energy and dedication that low back pain and in time damaged vertebrae and

traditional coverage for property, business provide the driving force to generate value spinal disks Non-adjustable features of

interruption and routine liability exposures throughout the organization's other assets and workstations may well cause similar skeletal and

2 However, this buyer apparently overlooked many activities muscular harm to operators, not only in their necks,

opportunities for controlling readily preventable Among East Book's many opportunities to shoulders and arms, but also in their lower

losses safeguard the productive health potential of its extremities

The risk manager sees a need for an ergonomic present typesetters, four of the most significant • Modern workplace design counters ergonomic

evaluation of word processing activities There are would be to institute a preventive health hazards by altering the physical workplace to better

150 typesetters who sit at banks of computer maintenance program to reduce the frequency and accommodate individual employees so that they may

keyboards and screens, spending their days entering seventy of illnesses these maturing employees may function more safely and effectively without

or editing text copy The typesetters face several otherwise suffer, educate these employees in better laboring under unnecessary physical demands

ergonomic hazards that are characteristic of work at working methods at appropriately designed Thus, to control excessive repetitive motion,

computerized workstations These hazards can be workstations so that their routine activities do not workplace design attempts to reduce wrist

managed through numerous controls, some of which place excessive physical or mental stresses on them, movements both horizontally and vertically,
relate to modern concepts of workplace design and strive to prevent off-the-Job inlurles or other enabling computer operators to keep their wrists as

N: 41

some to more traditional procedural controls disabilities of these employees, and deter the straight as possible

developed by industrial hygienists and safety retirement of any typesetters who, although Improper lighting often must be fully redesigned

engineers approaching normal retirement age, continue to and made more adjustable to the particular physical
and vision characteristics of each operatorIn reviewing some of the former insurance buyer's produce output at a value that exceeds the wages

records, the risk manager finds that often when and benefits these employees receive Similarly, inflexible seating must be made more

some typesetters' output has fallen significantly • It is highly likely that the president is incorrect fully adiustable to the physical characteristics of
4 below daily volume quotas, the company has urged in believing that protecting employees' productive each operator and also may allow operators to

i them to take early retirement and accept quite health potential iS more important than protecting choose a variety of seated and/or standing positions

-- generous pensions Clearly one of the risk manager's the company's building and equipment Two of in which to work Similarly, the entire workstation

J challenges will be to awaken management to the several possible reasons for this are that buildings may be made more flexible by allowing each

=- importance of protecting the productive health and equipment are more easily replaced than are operator to set work surface and terminal screen

*, potential of these employees skilled and loyal employees, and failure to heights and distances at positions that each

• East Book's management needs to understand safeguard its employees may subject East Book to operator finds most accommodating on any

the importance of the practical steps the company much more significant liability claims and other particular day

can take to preserve its employees' productive exposures than would failure to protect its A number of different procedural controls may

health potential Explain the concept of employees' buildings, equipment and other physical assets change employees' exposures to any one of these

productive health potential and its value to an However, under very special circumstances, the ergonomic hazards For example, periodic lob

organization like this company Other than president could be correct rotation of a given employee to a number of tasks on

preventing worksite injuries and providing Buildings and equipment could be rnore important a regular daily or weekly basis may allow needed
rehabilitation, describe four specific actions the thah people to East Book's success if, for example, breaks from otherwise destructively repetitive wrist

company could take to safeguard the productive the company's publishing activities were fully motions

4 - health potential of its typesetters automated or if the present typesetters could Similarly, regularly scheduled rest periods may

• East Book's president believes the company's quickly and easily be replaced by new employees provide some recuperative relief from improper

long-term prosperity depends more on protecting its (Note that two plausible reasons are given here for lighting conditions Pre-placement screening of

I* building and equipment from damage than on either a "yes" or "no" response On the national employees applying for computerized workstation

safeguarding the productive health potential of its examination, a student should take and defend one Positions may identify and excuse those applicants
BS typesetters Explain whether you agree with him, answer or the other, not both ) who would be particularly vulnerable to skeletal or

mp giving two reasons to support your position • Rehabilitation would be preferable to early muscular damage from improper seating

• Would itt be in East Book's interest to provide retirement for those impaired typesetters who were Finally, a computer operator indirectly placed in a

DE- physical and vocational rehabilitation, rather than still quite young, or when rehabilitation could workstation that cannot be adiusted to his or her

8*67 generous early retirement benefits, to any of its restore all (or virtually all) of their past ability, and particular ergonomic requirements may be
85% typesetters whose output has declined significantly? whose morale and attitude toward East Book would reassigned to another job
ts> Give three reasons to justify your answer be much more enhanced by rehabilitation than by

• Identify four ergonomic hazards that are early retirement. Difficulties in finding suitable
{5©/
*St characteristic of work at computerized replacements or training them also would tend to The sample questions and answers used in this

workstations Describe the physiological effects of point to rehabilitation rather than early retirement, column are taken from the Associate in Rtsk
.. ' each of the hazards identified in your answer to the as would the strong commitment of East Book's Management designation curriculum of the IIA For

above question senior management team to humanitarian rather more Information on the content Of the ARM
• For any three of the ergonomic hazards than purely economic goals However, for each of program, write Dr G L Head, Vp, Insurance

SS identified in your answer to the above question, and these factors, differing assumptions could favor Institute of America, P O Box 314, Malvern, Pa
without repeating any answers, describe one control early retirement rather than rehabilitation. (Once 19355
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It's Not Just The Kinds Of Pollution Liability Policies You Have.
It's How We Put Them Together,

Contractors Pollution Liability. Consultants Environmental Liability. First Party Pollution
Liability. There are many different kinds of environmental exposures, and the larger and more
varied the business, the more complex your insurance needs.

ECS Underwriting and Reliance National, not only offer a full range of pollution policies,
we have knowledgeable people who carefully piece them together, customizing them to your
business to fit your particular environmental liability exposure.

And because people at ECS work so closely together, a single call is all you need for fast,
accurate answers to your questions ... and coordinated service that dramatically reduces
turnaround time from the initial application process to the issuance of policies,
certifications and filings.

Get every bit of environmental coverage you need from ECS Underwriting. Come talk to the people at ECS. Or call us at (800)-ECS-1414 for complete,
coordinated policies -- and our undivided attention.
0#ering: Pollution Legal Liability, Contractor Pollution Liabilty. IECS
Consultants Environmental Liability, Professional Liability, THECHOICE Underwritin,
First Party Pollution Liability Protecting: Treatment, Storage Reliance National Inc.
and Disposal Facilities, Contractors, Consultants, Landfills, An ECS Company
Lenders, Generators, Manufacturers.

--------------------------------------------------------------

Insurance protection for American industry.

Name Title

Company Address

City State Zip Telephone
92-11-POLU-2/24

ECS Underwriting, Inc., One East Uwchlan Avenue, Suite 300, Exton, PA. 19341
Or call (800)-ECS-1414 (In PA (215) 269-6731) FAX (215) 524-5354

These programs are underwritten by Planet Insurance Company, Philadelphia PA, a member of the Reliance Insurance Group.
Cr Copyr,ght 1992

ponse. QCS.al 800 EGS
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Illinois Chamber launches work comp offensive
By MEG FLETCHER

SPRINGFIELD, Ill.-The Illinois
State Chamber of Commerce is

launching a three-prong attack to
help its member companies reduce
soaring workers compensation costs.

"Controlling workers compensa-
tion costs and remaining competi-
tive always rank high on the list of
concerns from our members," said
Chamber President Lester W. Brann
Jr.

The Chamber, which represents
6,000 businesses statewide, plans to:

• Unveil the results of a member-

ship survey that shows what most of
the 460 respondents believe to be the
causes of increasing workers comp
costs and what they are doing about
them.

The Chamber's aim in surveying
its membership was to establish a
statistical data base to use m drafting
and supporting its legislative agenda,
Mr. Brann said.

"But the survey also found that
effective cost management tech-
niques are not being used by em-
ployers to lower their costs," the
Chamber said in a statement.

• Support legislation expected to
be introduced on Wednesday that
would authorize disciplinary action
against health care providers that re-
peatedly use irregular billing prac-
tices to inflate charges paid by em-
ployers.

• Develop a campaign to increase
communication between a company's
workers comp administrators and
employee benefits managers, so they
can work together t6 reduce em-
ployee health care costs.

The campaign-called "Can We
Talk?"-will kick off with an April
conference and will be followed by
periodic meetings to identify com-
mon management objectives and leg-
islative proposals.

Two Chamber members that are

regional offices of national com-
panies are donating their services to
the group's workers compensation
project: The Chicago office of risk
management consultant Tillinghast,
which helped develop the survey and
interpret its results; and the Lisle,
Ill., office of Intracorp, a health care
cost containment and disability man-
agement firm, which helped design
and plan the communications cam-
paign.

"Almost 90% of the employers re-
sponding to the survey report that
workers compensation affects their
financial results. And, another 53% of
those responding now categorize
their workers compensation costs as
'somewhat' or 'totally' out of con-
trol," according to the Chamber.

Respondents to the survey iden-
tified 11 of 20 potential concerns as
"major." While rapidly increasing
medical costs were singled out as the
most important, other concerns in-
cluded: "fee differentiation/discrimi-
nation," in which health care provid-
ers charge more for a workers comp
case than they charge for the same
treatment received· outside the sys-
tem; laws that prohibit using health
care cost containment measures for
workers comp cases; and various
abuses of the system by attorneys and
employees.

The survey also asked Chamber
members to evaluate possible work-
ers comp reforms. Their top three
choices were: impose hansher penal-
ties for filing false claims; tighten the
definition of what constitutes a

work-related injury or illness; and
prohibit irregular medical billing.

However, an analysis of the results
indicates that "there is a lot of un-

tapped potential for employers" to
reduce the scope of the problem, said
Michael R. Levin, manager of Til-
linghast's Chicago office.

While more than 90% of respon-
dents believe rapidly increasing med-
ical expense costs are a concern, only
half the respondents had imple-
mented three key cost management
methods: safety programs, pre-em-

ployment screening and proactive
communication to employees.

The Chamber's survey was inspired
by a national workers comp study
Tillinghast conducted in 1990 (BI,
Dec. 17, 1990).

The second prong in the Cham-
ber's attack plan is to support leg-
islation to be introduced this week by
state Rep. Margaret R. Parcells, R-
Glenview.

The bill will target *'discrimina-
tory" practices by hea. th care pro-
viders who charge more for health
care services based solely on the
identity or classification of third-

party pa>ers, said Carol Hughes, the
Chambers director of workers com-
persation policy.

In addition, the proposed bill "can
be interreted to prohibit 'unbun-
dling,' whereby health care providers
enhance :heir charges to third-party
pa>ers b> fragmenting a comprehen-
sive medical service into separate
conpon€nts and charging indivi-
du: lly foi each component of the ser-
vice, procedure, product or test," said
Pamela D. Mitroff, the Chamber's
director cf health policy.

Specifically, Rep. Parcells' measure
would extend billing standards es-

tablished in the Illinois Dental Prac-
tice Act to other, older licensing acts
that regulate seven other classes of
health care providers: optometrists,
pharmacies, doctors, podiatrists, hos-
pitals, ambulatory surgical centers
and clinical laboratories.

The Chamber's "Can We Talk?"
campaign, which aims to foster com-
munication between a company's em-
ployee benefits manager and workers
comp administrator, will begin with
a forum, including a panel discussion
and luncheon speaker, to be held
April 14 in Bloomingdale, Ill.

"Here in Illinois, some of our major

employers already are taking a hard
look and asking why corporate ef-
forts to better manage employee
health costs should not also encom-
pass workers compensation costs,"
said Maddy Bowling, Intracorp's re-
gional vp for the Midwest.

The fee for the forum is $70 for
Chamber members and $100 for non-
members. For program details, con-
tact the Chamber at 217-522-5512.

.

Copies of the survey are available for
$25 from the Illinois State Chamber
of Commerce, Capital City O#ice, 215
E. Adams St., Springfietd, Itt. 62701.
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Hawaii matures as captive domicile
Flexible regulation key to success: Campaniano

By LOUISE KERTESZ

Hawaii

Captive
Forum

HONOLULU

-Captive insur-

ance regulation
in Hawaii has

evolved as a

flexible mecha-

nism to facili-

tate successful

captive opera-
tions, a former

13 D

insurance commissioner says.
'lt was exhilarating to watch the

growth and maturation of captives
(in Hawaii)," said Robin Campan-
iano, who is now president of AIG
Hawaii Insurance Co. Inc. in Hono-
lulu.

Mr. Campaniano, who resigned
as insurance commissioner last

year, presented a history of captive
development in Hawaii during the
1992 Hawaii Captive Insurance

C

Forum. The forum, sponsored by
the state and organized by the Til-
linghast division of Towers, Perrin,
Forster & Crosby Inc., was held
last month in Honolulu.

The state captive law was passed
in 1986, at the height of the hard
market, though it did not take ef-
feet until the following year.

"Our Legislature wanted to
make sure that the captive animal,
whatever it was, had all the bugs

worked out of it before we did any-
thing relative to captives," he said.

The "apparent intent" of the
Legislature was to "pass a law en-
abling small businesses to form as-
sociations to perhaps rid them-
selves" of the problems they had
obtaining insurance, Mr. Campan-
iano explained.

"So they copied verbatim the
Vermont captive law, even includ-
ing two typographical errors," he
noted.

However, the Legislature did not
foresee the great interest on the

DAY

A

10'-1"

SCALE

Asst. VP for Big Thinking
Maybe it was something she learned from her father,

a popular New Orleans jazz musician.
Or from having worked in a convent during college,

helping disadvantaged young girls.
Wherever she learned it, Assistant Vice President Eileen

Frank has an uncanny ability to motivate people, and
spur them on to fresh, new thinking.

Ifs a talent she's putting to use'as The Home's North-
eastern Territorial Manager for Commercial Lines
Casualty. With seven managers and 46 underwriters
reporting to her.

Ifs also a quality highly prized by her clients, which
include contractors, wholesalers, distributors and dozens
of manufacturers.

At The Home, we're concentrating our activities these
days on /crger, more comp/ex risks. Indeed, the kind of
risks you find among companies like Eileen's clients.

But obviously, we couldn't serve demanding clients
like them, without people like Eileen.

Home Insurance
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part of companies outside the state

to form captives in Hawaii.
By June 1987, regulators had

been approached by many com-

panies, many on the West Coast,
some on the East Coast and some

with foreign captives, interested in
moving them to Hawaii.

For example, several partners in

a large West Coast law firm
wanted to move their Cayman cap-
tive closer to home, said Mr. Cam-

paniano. "But in the spring of 1987
we had no infrastructure and no

idea what to do with captives."
So the lawyers went "to sunny

Colorado, where they found the in-

frastructure was not very good and
the philosophy was awful and they
should have come to Hawaii," Mr.

Campaniano quipped. "But in the
spring of 1987, no one could blame
them.

"Over the next 18 months, the

(Insurance) Division made a very
concerted effort to get captives off
the ground. We hired a consultant
to help put together captive regu-
lations and subsequently we modi-
fied our laws to adjust them to
what we thought would be a good
array of potential applicants to
Hawaii," Mr. Campaniano said.

And Hawaii has since fine-tuned

its law, which permits single-par-
ent and association captives to
write all lines of property/casualty
insurance (BI, April 29, 1991).

Hawaii officials at first believed

the state had many disadvantages
compared with other captive domi-
cile. "We were way behind the
curve," Mr. Campaniano said.
Domiciles like Vermont, Colorado,
Bermuda, Cayman and Luxem-

bourg "were far ahead of us in
terms of established captives and
infrastructure. Our attorneys,
bankers and accountants knew

nothing about captives."
Besides, "we were geographi-

cally separated. Hawaii is one of
the most isolated land masses in

the world. . . .We thought that
would be a disadvantage to us," he
said.

But they found starting late
could also be advantageous. "We

could build on the experience of
other jurisdictions," Mr. Campan-
iano said, quipping that Hawaiian
regulators "took all the bugs out"
of the Vermont law.

Also, "geography has turned out
to be an advantage for us. We're
seated right in the middle of the
Pacific Basin, and we think that in

the next 20 to 30 years we are
going to be one of the best situated
states for captive development," he
said.

"We've got a good array of ser-
vices and a very competent regula-
tory staff, and we found this is very
important for companies looking
for a captive domicile," he added.

Hawaii's emphasis has been on
attracting West Coast and Pacific
Rim companies. "We can even ac-
commodate mega-captives, though
we're not specifically going after
them. We're looking for solid cap-
tives that will stick around for a

long time, not the real cheap and
easy dime-a-dozen type of captives
just to get up our numbers," Mr.
Campaniano said.

He emphasized that the state's
regulations "and the philosophy of
the regulatory staff are very flexi-
ble and geared to the needs of the
captive, as opposed to an arbitrary,
bureaucratic regulatory rule cast
in concrete.

"The division believes the more

flexible approach is extremely nec-
essary, provided of course that the
ultimate goal of financial solvency
of the captive is well taken care
of," he said.

"We're looking for captives that
are going to stick around for the
long term, not for captives looking
for a quick fix," he added.

Continued on next page

1
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Hawaii's outlook: bullish Hawaii captive forum
Officials predict "We want the respect of the na- who spoke at the conference sang

tion and the world in terms of what the praises of Hawaii attracts 125 participants
steady increase we intend to do with" the captive "Insurance is consistency and re-

insurance industry, said Ms Ta- habillty, and we are all those thmgs," HONOLULU-The 1992 Hawaii Captive Insurance Forum, spon-

for local captives kayama said Sherman S Hee, an attorney and sored by the state of Hawaii and organized by
"I think that's begmmng to hap- president of Hawaii Captive Insur- A the consulting firm Tillinghast, was held Jan 22-

pen We intend to continue the com- ance Management Inc m Honolulu, -11 A 24 in Honolulu
By LOUISE KERTESZ mitment We intend to make Hawaii which manages the first captive in- ·,===5-4/ /7 About 125 people participated in the forum

a paradise for captives as K is in surer established in Hawaii and S>--46,d They were loined by representatives of the Insur-HONOLULU-Because captive m- other areas," she commented serves as counsel to several other

surers are an m- Hawaii stands to beneht from an captives Hawaiif ance Division and other state agencies, including
Hawaii's new insurance commissioner, Linda Ta-

tegral part of Ha- area of "potentially explosive new And, he added in an interview, Capdver kayama
wa11's economic growth" for captives group health professionals in the state exhibit a Forum Highlights of the state's second captive insur-
development insurance, observed Hugh Rosen- mixture of the Asian values of loy- ance forum included the blessing by a Hawaiian
goals, the captive baum, a prmcipal with Tilhnghast in alty and the American passion "to priest of Johnson & Higgins Services Inc 's new captive manage-

Hawaii
industry will Stamford, Conn try something new " ment office in Honolulu, which is headed by Craig Watanabe, an
grow steadily in Hawaii law allows captives to Other domiciles can easily enough

Captive
assistant vp

the state, just as write property/casualty and group duphcate the state's fleable captive The opening of another new captive manage-Fbrum it continues to health care coverages law, said Mr Hee But Hawaii, he ment office-that of Becher & Carlson Risk Man-
grow worldwide Companies will be seeking less ex- said, offers "mtangibles" Hawaiians agement Inc -was celebrated at a cocktail re-

That assessment comes from state pensive fundmg alternatives for em- "transcend ethnic bounds" and can ception hosted by Vp and Manager Wanda L
officials and consultants, who attrib- ployee benefits-related coverages "cut through red tape" m doing bum- Jong and other Becher officials
ute their bullish outlook to Hawaii's "with specific urgency" in the wake ness m Pacific Rim countries Robin Campaniano, the former state insurance
"proactive" stance toward captives of Financial Accounting Standard "Anybody with any for'esight who commissioner who was instrumental in the rapid
That approach, they say, is reflected 106, he said FAS 106 will require mtends to brmg a company into the growth of the captive insurance industry in Ha-
in its flexible regulatory environ- companies to accrue retiree health 21st century must come to the Pacific wa11, was a featured speaker at the conference
rnent care benefit liabihties as an expense Rim," he added For example, "con- Mr Campaniano is now president of AIG Ha-

And local captive managers stress against earnmgs (BI, April 1, 1991) sider the potential insurance needs wan Insurance Co Inc in Honolulu, which Writes
Hawaii's "intangible" advantages At least one company is already of China, with its 125 bilhon peo- mostly personal auto coverages in the state Ms. Takayama
and its ideal location for deahng with planning to take advantage of a Ha- ple " Mr Campaniano said he lS responsible for de-
the growing Interest m captives from wall law allowing captives to wrlte "Watch Chma," agreed Craig Wa- veloping AIG's commercial book of business in Hawaii He also
nations of the Pacific Rim group health care coverages, said tanabe, assistant vp with captive expects to continue his involvement with captive insurance com-

"Hawaii is not trying to become Ward Chmg, a senior consultant at manager Johnson & Higgins Services pany development
another industrial state," said Ro- Tillinghast m Irvine, Cahf Inc The Hawaii captive conference produced "very solid expressions
bert Aim, director of the state's De- "I would submit that Hawaii is Predicting that Southeast Asia and of very sincere interest by a half-dozen individual businesses," said
partment of Commerce and Con- growing proportionately much countries m the South Pacific unll be Paul Pinckney, vp at Tillinghast in Irvine, Calif
sumer Affairs "We are committed to quicker than any other U S domi- "the next areas to develop globally," The first Hawaii Captive Insurance Forum was held four years
developing a few key areas of activ- elle, certainly faster than Vermont," Mr Watanabe called Hawaii a ago in Honolulu Such conferences should be held no more than
ity"-like captive insurance com- said Michael Murphy, prmcipal and "unique bndge " every two or three years, because "the basics of Hawaii captives can
panies-"that we unll nurture and founder of captive manager RISK- Apart from offering comprehensive get stale," Mr Pinckney said
manage and work with " CAP m Denver, formerly called Risk captive management semnces, J&H's But members of the newly formed Captive Insurance Council,

Mr Alm spoke at the 1992 Ha- Consultants Inc captive management office is com- a marketing and advisory group, expect to travel to major U S
wan Captive Insurance Forum in Ho- "Hawaii is somewhat unique in pletely separate from J&H's bro- cities to promote the Hawaii captive program
nolulu last month, sponsored by the several respects It is a proactive en- kerage operations m Honolulu, Mr And last week the captive council was finishing plans to hold a
state government and organized by vironment in that it wants captives to Watanabe noted reception on March 29 at the Risk & Insurance Management Society
the Tiilinghast division of Towers, become part of its financial services The domicile's newest captive Inc convention in Anaheim, Calif
Pemn, Forster & Crosby Inc community," Mr Murphy said manager, M&M Insurance Manage- For more information on Hawaii's captive industry, contact Linda

When Hawaii focuses on a key "If we were honest, we'd have to ment Services Inc in Honolulu, also Takayama, Insurance Commissioner, 250 S King St ,PO Box 3614,
area, "every resource we have will say that other domiciles have come offers comprehensive captive man- Honolulu, Hawaii 96811, 808-586-2790
go to battle for lt The governor wlll to a point where they're not nearly agement services separate from par-
be behind it all the way," he empha- as proactive I think the future lS ent Marsh & McLennan Inc
sized incredibly bright for Hawall, particu- Peter Lowe, M&M's resident cap-

In fact, Gov John D Waihee III larly when the market turns," he tive manager, belleves that Hawan's Campaniano Hawaii's banks, which Mr Cam-

paniano called among the strongest
specifically mentioned the impor- said well-developed Infrastructure Ideally Continued from previous page in the nation, "have been very sue-
tance of the captive insurance in- "The big-picture issue relative to prepares it to serve captives domg in- But even rn.ore important, Mr cessful" m obtaining "their share
dustry m his State of the State speech captive growth lS that the conven- ternational business Campaniano said, "the state's of the business "
last month, Mr Alm observed tional insurance market has proven Mr Lowe was instrumental in es-

strategy is not looking for a quick "We want to establish Hawaii as

"We're very serious about the that it cannot do niche underwnting tablishing a Hawaii captive for Tele- fix The development of captives the financial center of the Pacific,"
growth of this captive industry," m large commercial casualty lines," com Corp of New Zealand last year, comes under the rubric of eco- he said Mr Campaniano called his
agreed Insurance Commissioner Mr Murphy added In the future, the first Hawaiian captive-and pos- nomic development A state's typi- successor as commissioner, Linda
Lmda Takayama, who also spoke at there will be very few alternatives to sibly the first U S -domiciled captive cal ploy is to spend a lot of money Takayama, "a very quick study"
the conference Hawaii has heensed captives for parents with very specia- -wned by a non-U S parent pm- to get a very good return to re-elect who will maintain the state's mo-
22 captwes and currently lS consid- lized insurance needs, he said marily to Insure non-U S exposures politicians Hawaii has chosen a mentum in captive operations
ering three applications, she noted Three Hawaii captive managers (BI, Feb 3) different tactic, that is, to build for Other panelists highlighted as-

the long term " pects of Hawaii's captive law fa-

Hawaii is "a leader in solvency vorable to companies wishing to
protection," said the former insur- form captives
ance commissioner "We quite Gerald C Yoshida, an attorney
often know of the financial diffi- with Char, Hamilton, Campbell &
culties of an insurance company Thorn in Honolulu, who represents

AON BROHER SERVICES |NC before other states do We have most captives in Hawaii, praised
been able to sit on top of our com- the flexibility of the state's captive
panies a lot quicker than many law
other states " Although other domiciles require

Hawaii currently is seeking cer- specific capital and surplus

Wholesale Brokers tification of its solvency regulation amounts, Hawaii's regulations
program from the National Assn provide guidelines only, he noted
of Insurance Commissioners, he And with flexible investment re-
said quirements for captives, several

Mr Campaniano cited several single-parent captives "have come
We make a difference aspects of Hawaii's captive law up with unique programs for better

that are designed to facilitate cap- returns," Mr Yoshida said
tive operations He expects "very few changes

AON®
• The state has "one of the coming up" in the law, which is

lowest premium taxes"-0 25% of "geared to creating a stable en-
premiums for single-parent cap- vironment for captives "
tives and 1 % for association cap- Mr Yoshida noted that several

tives and risk retention groups companies have taken advantage
• There are no fees other than of the provision in the state's cap-

a $1,000 license fee and an annual tive law that permits captives to

CHICAGO NEW JERSEY $300 registration fee write surety coverage, which is not
• Unlike some jurisdictions, allowed in all U S domiciles

there is no fixed employment re- Two Hawaii-based companies
Suite 610 Suite 218 quirement specifying that a certain are also taking advantage of a reg-

number of the captive's employees ulation that allows them to write

300 West Washington St. 5 Marineview Plaza must work in Hawaii workers compensation coverage
"We do require one annual meet- directly through their captive,

Chicago, IL 60606 Hoboken, NJ 07030 ing of the captive's board of direc- without a fronting insurer, he said
tora to be held m the state, and we Since Hawaii's law permits cap-

Phone: 312-201-3050 Phone: 201-656-4600 have to twist some arms to have tives to write group health cover-
people come down from cold climes age, the division is happy to con-

FAX: 312-201-3016 FAX: 201-656-1526 in February or March," Mr Cam- sider applications from captives
paniano quipped wishing to write employee benefit

Hawaii does not require captives (coverages)," said Theresa Fitz-
to deposit the money they generate gerald, insurance law analyst at
in local institutions, he added But the Insurance Division .
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Experts weigh captive domiciles' strengths
By LOUISE KERTESZ

HONOLULU-Choosing a cap-
tive domicile

may be more of
an art than a

science.

There are

"many moreJilJS similarities in
Captive domiciles rather

Forum thandiffer-
ences," observed

Arthur Koritzinsky, a senior vp at
Johnson & Higgins in New York.

And personal preference seems
to play an important role in the se-
lection of a domicile, Mr. Korit-
zinsky said. "It may be impressions
left by regulators or service pro-
viders you've talked to, the amount
and editorial content of media cov-

erage, (or) industry trends," he
said.

"Or maybe the boss has a condo
in Maui," he quipped at the Hawaii
Captive Insurance Forum, held last
month in Honolulu.

Comparing offshore domiciles to
U.S. domiciles, Mr. Koritzinsky
noted that most domiciles in the

Caribbean and Atlantic, like Ber-
muda and Cayman, permit captives
to write third-party business. U.S.
domiciles may permit third-party
underwriting to some extent, but
unrelated business cannot be the

sole reason for forming a captive in
a U.S. domicile, he pointed out.

In offshore domiciles, there may
also be "somewhat less regula-
tion," according to Mr. Korit-
zinsky. For instance, business
plans are required in Bermuda as
in Hawaii and other domiciles, but
once a Bermuda captive is estab-
lished, there's a more liberal atti-
tude towards writing additional
types of coverages or changing
limits, Mr. Koritzinsky said.

One disadvantage of non-U.S.
domiciles is that underwriting
local risks "is typically not permit-
ted in a Caribbean captive, as op-
posed to Hawaii where it is en-
couraged," he said.

U.S. domiciles also allow for

"capital mobility," Mr. Korit-
zinsky said. "With offshores, it's
much more difficult to effect inter-

company loans because of invest-
ment restrictions and tax issues."

And insurance policies issued by
a U.S.-based captive "may be more
acceptable to the insured's custom-
ers and vendors" than policies is-
sued from an offshore company,
Mr. Koritzinsky added.

Turning to specific U.S. domi-
ciles, Gregory Myers, vp at Becher
& Carlson Risk Management Inc., a
consulting firm in Woodland Hills,
Calif., recalled that Colorado was a
leader in the captive movement in
the 1970s. But since then, Colorado
"has gone through some cycles as
to how interested it was in promot-
ing captives," he said. As a result,
some Colorado captives have shut
down while others have moved to

competing domiciles.
A 1988 law made Colorado

"more competitive with other U.S.
domiciles" and has been revised to
further enhance the state's com-

petitiveness, Mr. Myers observed.
"They recently lowered their pre-
mium tax to be competitive with
other domiciles like Hawaii and
Vermont."

Still, Colorado's captive law is
stricter than either Hawaii's or

Vermont's. For example, Colorado
requires a captive management af-
fidavit, which is a filing with the
state that shows how much of the

captive's work is done within the
state, he explained.

And in Colorado, the required
minimum capital of $300,000-
which can be in the form of securi-
ties or letters of credit-must be

placed in a safe deposit box, and a
key must be provided to regulators.
Both those requirements make Col-
orado less attractive than other

domiciles, Mr. Myers said.
But Colorado feels "interna-

tional access" will give it an ad-
vantage. The state expects a new
airport now under construction
near Denver "will help make Colo-
rado a center for captives because
they're halfway between the East
and West coasts or Europe and the
Pacific Rim," Mr. Myers said.

Georgia, another domicile, "re-
ceived a lot of fanfare when it set

up a captive law in 1988," Mr.
Myers continued. But the state has
attracted only two captives. Its in-
frastructure is not developed and
Georgia "is not actively promoting
itself as a domicile," he said.

"Illinois is a large insurance cen-
ter with some unique capitaliza-
tion opportunities and a substan-
tial amount of flexibility," Mr.
Myers continued. But Illinois regu-
lators focus their attention on the

state's 470 insurance companies,
not its eight captives.

The "strongest promoter" for Il-
linois' captive law is an indepen-
dent attorney, rather than a state
official, Mr. Myers observed.

On the other hand, the flexibility
of Illinois' minimum capitalization
requirement of $2 million is at-
tractive: 80% can be represented
by a letter of credit or two-thirds
"can come as debt to be paid off in
three annual installments," Mr.
Myers said. "You can take a loan
out for the full $2 million, to be
paid off in three years. That may
be a way for an association group
to form a captive."

Illinois law is also flexible in

several other areas, he said. For

example, no physical presence
within the state is required of the
captive's manager and staff, not
even an annual meeting. Only the

captive's books and records must
be kept in the state.

Looking at Vermont, by far the
largest U.S. captive domicile, Mr.
Myers noted that the state estab-
lished its captive law in 1981 and
boasts a well-developed infras-
tructure. Vermont is "the most

common U.S. domicile," with 234
captives writing $1 billion in in-
nual premiums.

The captive industry is also "a
major business for the state" be-
cause Vermont derives 1% of its

total revenues from captive pre-
mium taxes, he said.

But that may prove a problem for
Vermont. Proponents of Vermont
captives "want to remain competi-
tive with other U.S. domiciles as

they revise their laws, but they also
have to look at how that affects

their state revenues," Mr. Myers
said.
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A lower premium tax is good
reason to look to Hawaii as a po-
tential domicile, urged Jerome
Aparton, senior vp at Sedgwick
James of California Inc. in San

Francisco. Since the premium tax
rate for a Hawaii-based single-
parent captive is only 0.25%-and
that applied only to Hawaiian
risks-"the state of Hawaii gets
virtually nothing in the way of pre-
mium tax out of a captive," he
said. "It's not designed to generate
revenue" like Vermont's captive
industry.

Many other features make Ha-
waii an attractive domicile, Mr.

Aparton said. Fifty percent of its
1.1 million residents are employed,
and its unemployment rate is 2.7%,
he noted. Hawaiians also enjoy
universal health care, he added.
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Some assembly required for new captives
By LOUISE KERTESZ the captive, including the applica- and records captive managers typically are the captive have a resident direc-

tion process and assistance in as- Generally the captive manager paid for their time and expenses tor, Mr Murphy said
HONOLULU-When designing a sembling the task force provides ongoing accounting for In Hawaii, they later charge a fee Some captives also require a sep-

captive insurer, Because providers come from the captive and regulators in the based on a percentage of premium arate tax counsel for assistance
companies should "absolutely divergent disciplines," domicile, including preparing fi- -typically 3% to 15%-depending with issues such as deductibility of
plan to contract it's difficult to find a project man- nancial statements on the services they perform But premiums and "incredibly com-
with providers for ager familiar with all the fune- The captive manager is also re- they can also charge a flat fee to plex" income tax issues, he said
roughly 15 ser- tions, Mr Murphy said "If you sponsible for premium collection, manage a captive, Mr Murphy Another important member of

Hawazz
vices needed to find one person that says they're oversight and payment of service said the captive team is the claims ad-
operate a captive, an expert in all areas, you've found providers, completion of necessary The next important service pro- ministrator This person must
according to a the wrong person If you find a filings, payment of state premium vider is the domicile counsel, who "provide accurate and timely loss

Forum risk management person that has a working knowl- should be "very actively involved" runs to the captive manager for
consultant edge of maybe seven of these areas, 1 in designing the captive reconciliation and reporting to the

But parents should hold down you've probably found an out- Companies changing The domicile counsel's primary client" and make reports to the
the actual number of service pro- standing (project manager) " function is to represent the captive reinsurer in accordance with pol-
viders as much as possible in order Next, a company will designate a to a captive program before local regulators, and he or icy requirements, Mr Murphy
to control expenses, said Michael captive manager, perhaps even the can experience she must ensure that the captive is said
Murphy, principal and founder of captive's project manager Captive complying with all relevant laws If third-party claims are in-
Denver captive manager RISK- managers perform a range of func- 'future shock,' says "He's the one guy on the team that volved, the "administrator is the
CAP, formerly Risk Consultants tions, which vary from one captive Mr. Murphy. tends to be the real expert relative one function that can send your
Inc to another to Hawaii enabling laws and insur- program south in a hurry, if you're

Forming and operating a captive "Some captive managers do ance regulations," Mr Murphy not really tuned in to the quality of
requires a different mindset and nothing but statutory accounting said service as well as the reinsurance"

different relationships with service and maybe some interfacing with taxes and other functions required The domicile counsel also is in- that should respond to claims, Mr
providers, Mr Murphy explained the insurance division On the by regulation If the captive is a volved in what the consultant de- Murphy cautioned
at the Hawaii Captive Insurance other end is a firm that brings a lot risk retention group, the captive scribed as another critical role Reinsurers also play "a very crit-
Forum held here last month Com- of services together into a captive manager's duties extend to all the preparing the articles of incor- ical role" for the captive
panies that have gone from con- management concept,'' Mr states in which the group does poration "There's literally a whole "You may find you also want to
ventional commercial insurance to Murphy explained business, Mr Murphy explained science in terms of structuring the use a reinsurance intermediary,
captive programs have experienced If the captive manager is based The captive manager can also be captive's ownership, and the prep- because it is physically impossible
enormous "future shock," he said in the domicile, that firm provides responsible for reinsurance con- aration of bylaws," said Mr to access maybe 70 reinsurance

"About 25 to 30 years into the the captive's home office and keeps tract negotiations and can provide Murphy Counsel also provides on- markets in the United States as
captive movement, captive service the books and records If the man- ongoing risk management consul- going legal assistance in the state well as overseas," he added
providers are still sort of an ager is based elsewhere, the cap- tation for the parent In Hawaii, the domicile counsel A captive also needs an actuary,
emerging industry, and their roles tive's counsel would keep ltS books While establishing a captive, will also meet the requirement that an independent certified public ac-
are not clearly defined from one countant and bankers to maintain

jurisdiction to another, or from one Infrastructure for captives checking accounts and invest-
provider to another," he said ments A risk management consul-

All the service providers should Continued from previous page tality," he explained pore, Malaysia or Hong Kong'> Mr tant or a loss control consultant
be viewed as forming the captive with captives?" he asked "They "They're very conservative peo- Aparton asked "It's the only one also may be necessary, Mr Murphy
task force team, he said are an index of how (Hawaiians) ple The examiners have probably that's fun to come to And you said

"What you initially want to do is treat their people, how they con- looked at perhaps twice that many don't risk going to jail if you drop Group captives may want to se-

come up with a project manager, duet their business, how industri- and rejected them They've seen your chewing gum on the street " cure an insurance broker or an-

someone who can pull all these dif- ous they are " some of the worst dogs that are However, the domicile selection other mechanism to allow the cap-
ferent providers together, a team Hawaii's infrastructure for cap- possible " process should not be "the tail that tive "to go out and write new
leader," the consultant explained tives is "way ahead of the learning Hawaii officials insist "they're wags the dog," Mr Koritzinsky policies," he said

This person could be a consul- curve of even places like Vermont," not going to have a fallout like warned It 15 first important "to Finally, Mr Murphy asserted,
tant, a broker, a captive manager Mr Aparton continued Bermuda in the early days," when find out if the captive is feasible, if "You need the regulator and may
or someone that combines those Vermont was in its fifth year as a some captives didn't survive, Mr lt makes sense, if the plan is going need an approved adviser It's a
functions The project manager is domicile before the state attracted Aparton said to work If so, then analyze which mistake to think of those people on
involved in the design and setup of more than two captive managers, He also cited the quick turn- domicile is going to have advan- the other side of the table in an ad-

compared with the four captive around of applications as another tages or disadvantages for the versarial relationship You really
managers already with offices in factor to consider in the selection company's plan " need them on your task force team,

THE Hawaii, he said of Hawaii as a captive domicile If the captive doesn't work in one because you have to go through the

RICHARDSON "So why are there only 22 cap- Applications properly filed will be domicile, "it's very easy to move, whole process with them "
tives in Hawaii?" Mr Aparton approved-or disapproved-within either through redomestication or

HOSKEN asked a month hquidating"-and forming a cap-

GROUP
"Beneath that Aloha shirt is a And why choose Hawaii instead tive elsewhere, J&H's Mr Korit-

From The Repnnt Department Of
white-collar, buttoned-down men- of an Asian domicile like Singa- zinsky added

are pleased to announce Rehabilitation order nunness
that from 17 February 1992

DAVID M. BARCLAY Cont:nued from page 2 Participating Plan the previous 18 months Insurance
headed by Mr Waterman and This business was transferred to Ohio regulators placed GCIC Reporting weekly for

has joined them as a owned by Governmental Risk Man- ACLIC in 1990, when GCIC started under supervision in August 1991, corporate nsk, employee benefit
Consultant in their agers of Ohio, which acted as the experiencing financial problems and petitioned to place the insurer 4 and financial executrves

insurer's manager The insurer The Ohio Insurance Department in rehabilitation earlier this month
administrative office wrote $6 million in premiums in issued a directive in August 1990 after Mr Waterman, GCIC's presi- Reprints/Permission

in liford 1989 requiring GCIC to obtain prior dent, agreed to the action If you want copies of articles
A large part of GCIC's business regulatory approval for a variety of An examination of GCIC as of appeanng in Bl to distribute at

Telephone was reinsuring general liability transactions, including transfers or last Sept 30 found the insurer in- corporate or industry meet-
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INTERNATIONAL
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Lloyd's rebuts New SCOR unit writing
charges leveled shared risk' coverage

in Parliament By ROGER SCOTTON Daniel G Marren, Commercial have an aggregate limit of liability
Risk's president and chief execu- with profit-sharing or premium re-

HAMILTON, Bermuda-A spe- tive, says every Commercial Risk turn features Typical insurance
cialty insurance and reinsurance transaction will have an element of and reinsurance policyholders will

1 By CAROLYN ALDRED unit of SCOR S A opened for busi- -real" underwriting risk transfer include those with casualty, prod-
1

ness in Bermuda last week with built into it uct liability or environmental ex-
LONDON-Members of Parliament continue to bombard Lloyd's $50 million in capital and a prod- Based on this operating philoso- posures

of London with accusations of insider trading, incompetence and uct concept it says represents the phy, the company has colned the "Our view is that sophisticated
malpractice next stage of evolution for finan- term "shared risk" for its prod- buyers of insurance are increas-

Following a meeting with Lloyd's Chairman David Coleridge cial and finite risk programs ucts ingly going to be retaining greater
and Chief Executive Alan Lord last week, a number of both Conser- The company, Commercial Risk "Shared risk is the next step be- amounts of predictable losses,"
vative and Labor Party MPs continued to call for government regu- Partners Ltd , is 75% owned by So- yond finite risk," says Mr Marren, says Mr Marren "With shared
lation of Lloyd's and to allege that members of Lloyd's who work in ciete Commerciale de Reassurance who in 1988 helped establish Ber- risk, we'll be sharing with them in
the market received favorable treatment over non-working mem- S A of Paris, the world's seventh- muda's largest finite risk insurer, their medium layers of, say, $20
bers largest reinsurer Commercial Risk Centre Reinsurance Holdings Ltd million to $30 million-below the

Those claims are described as ludicrous and naive by under- is a holding company, with insur- "Insurance buyers are increas- catastrophe level, but above their
writing executives And the executives charge that the MPs are ance and reinsurance transactions ingly seeking true risk-taking pure retention which may be in the

' abusing their power to try to ameliorate any losses they may have being written by operating units in partners, which is why we will be area of $10 million
sustained as members of Lloyd's Bermuda and Vermont taking on a greater percentage of "We'll probably focus on the $5

More than 40 of the 366 Conservative MPs are Lloyd's members, , With one application for an ex- risk than finite risk carriers," he million to $10 milhon premium ac-
and some belong to various members' action groups that are litigat- cess/surplus lines license in the said "The shared risk concept pro- counts, but we don't want to get
ing to avoid paying losses works in Connecticut, the Vermont vides true insurance and reinsur- pigeonholed We're not saying that

"We are talking about politicians who are losing a lot of money," company hopes eventually to do ance underwriting protection we'11 only write business that will
said Ralph Bailey, underwriter for syndicate 138, managed by R F business in all 50 states while continuing to offer clients a give us a $5 million premium
Bailey (Underwriting Agencies) Ltd Besides SCOR SA, other share- mechanism by which they may Every transaction will be priced on

"I think they are using their position of power and influence for holders are SCOR U S Corp , with benefit from a long-term interest a risk/return basis," he said
their own benefit," he said, echoing a view expressed by many in 20%, and Banque Nationale de in favorable loss experience " Operating subsidiaries of the
the London insurance market Paris, with 5% Commercial Risk programs will Contznued on next page

Last Monday, at a luncheon with about 25 MPs, Messrs Coleridge
and Lord outlined initiatives Lloyd's lS taking in response to re-
form recommendations released last month by a Lloyd's task force

The report lists more than 60 recommendations designed to in- Russian insurance group
crease Lloyd's capital base to 17 billion pounds ($29 75 billion at
current exchange rates) by 1997 Among other things, the task force New trade association aims to improve domestic marketsuggests changing how Lloyd's is governed and introducing cor-

Continued on page 35 By MARIA KIELMAS the Russian insurance market at

various international confer-

LONDON-A new association,

:'Ii:I:"I,66666661
ences

Finding opportunities in Eastern Europe the Union of Insurance Companies The Ingosstrakh chairman says
of Russia, aims to develop and reg- he was elected president of the
ulate the Russian insurance mar- union because of his company's

Poland is darling ket, promote training and profes- wide professional experience

sional standards, and represent the L 11 AL "From the professional point of
market abroad view and the classes of business

1,71 lulm,D*,1 9110)

of London brokers Only officially licensed insurers which we run, we are slightly
will be accepted as members unique in this country," he said

The union's president is Mikhail Regarding training of insurance
Safronov, who lS also chairman of 0101-:6*1 professionals, he said Ingosstrakh '

By WILLIAM PITT Two of the largest brokers- Ingosstrakh, the Russian insurer is actively negotiating with com-
Sedgwick Group PLC and Willis and reinsurer that writes interna- panies that are "some of the big

LONDON-London insurance Corroon PLC, both headquar- tional business  names in the West " He said it was

brokers are flocking to Eastern Eu- tered in London-have offices in Mr Safronov said the impetus cense, and some 40 or 50 com- too early to identify them
rope Warsaw, and New York-based behind the union came from the panies have had confirmed (by the A final decision on the new Rus-

Far from being in the baggage Marsh & McLennan Cos Inc is in three largest companies in the authorities) that a license is to be sian insurance law lS "expected
train of merchant bankers who the process of establishing one market Ingosstrakh, Gosstrakh issued," said Mr Safronov soon," said Mr Safronov

have been advising Eastern Euro- Two smaller brokerages-PWS Rossiya (formerly Gosstrakh), the Presiding over the insurer union The law will follow general in-
peans on the transition to a mar- Holdings PL C, based in London, largest domestic insurer, and Ros- will be an 11-member committee ternational practices in insurance
ket-based economy, insurance bro- and French family-owned Gras siya, a domestic insurer set up In addition to Mr Safronov as legislation and will set capitaliza-
kers have found themselves in the Savoye S A -also are open for three years ago by several Russian president, it Will include Yuri Ba- tion requirements for insurers de-
vanguard business in the Polish capital commercial banks and Colonia gaev, the chairman of Gosstrakh pending on the class of business

Even some brokers have been This flurry of activity is a little Versicherung A G The German in- Rossiya, as first deputy chairman, that they intend to write Mr Sa-
surprised by the growing demand surprising given that the Poles surer is no longer a partner and Ivan Klemetyev, a senior exec- fronov was unable to quote exact
for insurance in the East But re- spend less on insurance than al- Insurers began discussing such a utive at Ingosstrakh, as secr*tary figures, but said foreign and do-
cognizing that need, London bro- most any other nation in the for- union at a January conference in "We are now trying to expedite mestic insurers would face the
kers say they are ready and willing mer Soviet bloc In fact, accord- Moscow Of the 181 Russian insur- this union," said Mr Safronov same requirements
to tap these markets ing to Alexander & Alexander ers represented, 144 voted in favor "The priorities are insurance legis- But the draft law as it is now

Poland is the most popular target Services Inc, insurance as a per- of the union lation, the Introduction of insur- being discussed allows foreigners
for brokers eager to gain a foothold centage of Poland's gross domestic "We knew that not all of them ance supervisory control, training, to acquire stakes of up to only 49%
in the region Contmued on page 33 had licenses About 77 have a 11- and certainly the representation of Cont,nued on next page

French insurer sues AMB over voting rights
By WILLIAM PITT AMB and has been pressing AMB's ble solution could b'e reached be- AGF stressed that the negotiations million) of debt capital itself

board to register an equivalent fore the court case had gone far to "reach a durable solution for EPIC's official aim is to expand
LONDON-The long-simmering percentage of the company's voting AMB has told AGF that it may be BfG" were still in progress "the three partners' presence in

battle between French insurer As- rights in AGF's name more willing to register the dis- Meanwhile, AMB last Tuesday European markets outside their
surances Generales de France But Aachen, Germany-based puted shares if AGF can help re- unveiled ltS alternative to the form home countries "
Group and Germany's AMB Aa- AMB has steadfastly refused to lieve the German insurer of trou- of international cooperation When asked whether AGF might
chener & Muenchener Beteiligungs register AGF's shares, arguing that bledsubsidiary Bankfuer sought by AGF A new Luxem- be invited to loin EPIC as a fourth
A G lS heating up now that AGF un der the Germ an insurer' s Gemeinwirtschaft, which AMB ac- bourg-based joint venture called member at some point, AMB's Mr
has filed suit against AMB in a bylaws, management has the free- quired in 1987 AGF has suggested European Partners for Insurance Matthiesen replied that EPIC 15
German court dom to grant voting rights to that the state-owned French bank Cooperation unites AMB with ltS "open for other partners" provid-

But an AMB executive contends whomever it wishes That company Credit Lyonnais might be willing two longstanding European part- ing the three founding members
the dispute over voting rights may policy will be tested m the county to buy into the bank (BI, Feb 17) ners Fondiaria SpAof Florence, agree However, he stressed that
be settled before trial Court in Aachen, where AGF filed Mr Matthiesen said he had yet to Italy, and Royal Insurance Hold- the fact that EPIC would not par-

The lawsuit alleges "an abuse of suit hear from Credit Lyonnais, but ings PLC of London (BI, Jan 13) ticipate m members' home markets
the legal rights of the management However, the dispute may not added that he expected a response Each of the three partners is is "one of the important rules" of
of AMB" in refusing to grant AGF reach that point AMB Director "within weeks " By contrast, he committing 59 million pounds the partnership
voting rights in the German com- Peter Matthiesen said that nego- said the lawsuit just filed by AGF ($1032 million at current ex- AGF has made no secret of the

pany, the state-controlled French tiations were continuing between might take six months to a year to change rates) to EPIC's initial cap- fact that lt feels under-represented
insurer said last week AMB and AGF, despite the legal be resolved ital in AMB's home market of Ger-

Paris-based AGF has built up a threat He suggested that there In its formal statement alluding In addition, the company plans many, which would not be reme-
stake of 25% plus one share in were "good signs" that an amica- to the opening of legal proceedings, to raise 34 million pounds ($59 5 died by participation in EPIC I
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WILLIS CORROON 

Willis Corroon, a leader in risk management,
insurance and surety brokerage services in the USA
and overseas, is pleased to announce the merger with

Richards, Melling Inc.
to form a company that will bring new international
capabilities to the Canadian marketplace and

valuable resources to Canadian and US companies
interested in north/south expansion.

Willis Corroon Melling

Willis Corrnon Melling
1130 Ouest

Rue Sherbrooke

Suite 800

Montrtal, Quabec
H3A 2MB

Telephone (514) 842-8922

Willis Corroon

Willis Corroon Plaza

26 Century Boulevard
Nashville, TN 37214

Telephone (615) 872-3200

willis Corroon

Ten Trinity Square
London

EC3P 3AX

Telephone (0) 71 488 8111

INTERNATIONAL

New SCOR unit
Continued from previous page
Bermuda holding. company are
Commercial Risk Reinsurance Co.
Ltd. in Bermuda and Commercial
Risk Re-Insurance Co. in Vermont.

Mr. Marren is president and CEO
of the Vermont company as well as
the parent firm.

The operating units are based in
two major captive insurance com-
pany domiciles to be close to these
targeted customers, Mr. Marren
noted. "We're targeting corporate
insurance buyers and their cap-
tives," he said.

"The Bermuda company will be
responsible for underwriting
pretty much all Commercial Risk's
worldwide business, with the ex-
clusion of prospective covers in the
United States," said Mr. Pewter,
who adds that the Vermont com-

pany will reinsure some business
with the Bermuda company.

"But we're not interested in

writing time-and-distance-type
products, which we feel are une-
conomical and have no future," he
said. "These products are already
under pressure in the United King-
dom and cannot be written at all in

the United States because of statu-

Bermuda offers 'tremendous scope for shared risk

opportunities for captives,' says Mr. Marren. 'The
financial insurance and reinsurance market is

saturated, but there's not nearly enough capacity
for those who want real risk-bearing products.'

Earlier plans to capitalize Com-
mercial Risk with $100 million
were scrapped (BI, Aug. 1, 1991).
"It was decided $50 million was
enough and that we didn't need to
have the moiiey sitting there doing
nothing," he said.

Other partners were not sought,
as originally intended, to allow the
company more underwriting free-
dom, noted SCOR S.A. President of
Operations Jacques Blondeau. He
noted other partners could be
sought in the future if additional
capacity is needed.

The Vermont company, which is
a subsidiary of the Bermuda rein-
surer capitalized at $20 million,
will concentrate on shared risk in-

surance and reinsurance transac-

tions for U.S. companies, captive
insurers and other insurance com-

panies.
Managed from the offices of

Yankee Captive Management Co.
in Vermont, the Vermont company
will open an administration and
marketing office in Stamford,
Conn. "This would put us in a
greater metropolitan area and
closer" to SCOR U.S., SCOR's U.S.
affiliate which is based in New

York, Mr. Marren said.
SCOR U.S. will be available to

reinsure programs written by the
Vermont company when additional
capacity is needed, said Jerome
Karter, president of SCOR Rein-
surance Co.

Graham C. Pewter, formerly
president of Edmond de Rothschild
Insurance Services, an interme-
diary and finite risk consultant
based in Bermuda, has been ap-
pointed president of the Bermuda
operating unit. The Bermuda com-
pany will concentrate on shared
risk insurance and reinsurance

products for European entities and
Bermuda-based captives.

The Bermuda company also will
underwrite retrospective insurance
and reinsurance transactions for
U.S.-based entities.

Russian group
Continued from previous page
in Russian insurance companies,
Mr. Safronov said.

In areas other than insurance,
there is no cap on foreign owner-
ship.

The restriction on insurance

company holdings may be lifted, he
said. "It remains to be settled; the

question is still unclear and open."
Russia's political and economic

turmoil is not having much of a di-
rect effect on Ingosstrakh, he said,
but the indirect impact is very sig-
nificant. "A lot of clients do not

have enough funds to buy insur-
ance because the economy is in
such a bad state. They have diffi-
culties in settling their premiums,
there is a real delay in payments
and documents are not always
100% clear." I

tory accounting problems. The fu-
ture of financial products gen-
erally lies in the direction of the

shared risk concept."
Mr. Marren said Bermuda offers

"tremendous scope for shared risk
opportunities for captives."

"That's why we're there," he
says. "The financial insurance and
reinsurance market is saturated,
but there's not nearly enough ca-
pacity for those who want real
risk-bearing products."

Mr. Marren also sees strong po-
tential for the company in the Eu-
ropean Community through SCOR,
which hired him as a consultant in

1990.

SCOR Chairman Patrick Peugeot
also is chairman of Commercial

Risk Partners.

"The integration of shared risk
products into SCOR gives us a tre-
mendous competitive advantage,"
said Mr. Marren.

He adds that Commercial Risk

has been receiving submissions
since it opened. Initial projections
are for it to write net retained pre-
miums of $50 million in its first

year. ,
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Eastern Europe has to be taken into account at the

planning stage of privatizations
Continued from page 31 Mr Platt identified "about 40 Your life just got easierl
product has shrunk in recent years so-called brokers" operating in the
to 1 3% from 25% Polish market Most of these really If you're not seeing Business Insurance every wee< - ENTER YOUR SUBSCRIPTION TO

But Ben Habib, finance director are direct agents, working with
or are merely catching a dated pass-along copy no,v BUSINESS INSURANCE TODAY!

at PWS, said Poland was chosen as Just one insurance company, he
and then.. you're missing Important news and nen
developments in corporate r,sk and employee benefits It will make your life a lot easier

the most attractive Eastern Euro- said
management Riskyl

pean market because of the "dyna- Both Mr Platt and Mr Habib ar- CALL TOLL-FREE on 1 -800-678-9595 Fax your
Make sure you have the business insurance news order,non 1-313-446-1650 Usethecard in thistssue,

mism" the Polish people had gued that the proliferation of di-
shown in casting off the shackles rect agents calling themselves _ Eules_- ___ ______ __ _2't's gn the Husn below---------

of communism "We perceive the "brokers" places a premium on the
Poles as very well educated and services of true brokers, who can

Business Insurance gives you total news coverage of loss
prevention, risk financing and benefit management Every name (please print)

very advanced in their thinking," offer their clients a choice of mar- week Annual subscnption (52,ssues),n U S dollars
he commented kets But they also expressed con-

(Check here) Surface Mall By Air #". telephone

Of all the Eastern Europeans, cern that with only minimal offi- USA 0 $80 0 $175

Poles appear to have the greatest cial regulation of brokers, Canada 0 $118 0 $185 comp.#y

understanding of risk and seem to unprofessional outfits may tarnish Bermuda (al, only) 0 $180
Unltid Kingdom 0 $190 or E104

be moving most quickly toward a the reputations of other firms Europe/Middle East 0 $185 natwe of bueas

Western system of tort law "That's always a risk in devel- Atiother foreign 0 $118 Rat# on request

Mr Hablb added that PWS's oping countries," said Mr Habib
0 buslness. 0 home address

El new subscnption 0 renewal 0 payment enclosed
chairman, Lord Pearson, had close "Intermediaries are always sus- O bill me Obill company dty stalll©ountry zip/postal code

personal contacts in Poland and pect " He suggested that this could 03 Please send information on your special 20%-off group -ate 01 prefer not to recelve Information or advertising by mall from
that a PWS non-executive director be due to brokerages' capital not for five or more subscnptions companies not affillated with Crain Communications

had helped organize the delivery of being measured in the way insur- Mail to. Business Insurance, Circulation Dept, 965 E Jefferlon Ave., Ditrott, Ml 48207 4COU9

Western medical supplies to the ers' capital is measured Brokers'
country in the 1980s true capital consists of intangibles

PWS's office in Poland officially like "knowledge and expertise," he
opened Sept 19 It is run by Tim said
Beecham, with the assistance of a Sedgwick steadily iS building a
former employee of Warta Insur- comprehensive network of offices
ance & Reinsurance Co Ltd, the in Eastern Europe In addition to
state-owned foreign trade insurer Warsaw, it currently has offices in
Mr Habib said the office would Budapest and Moscow The Mo-
concentrate on large-scale insur- scow office is slightly different

.

ance and reinsurance brokerage from the offices in Poland and ..

PWS has a rather original plan Hungary, which are empowered to

1

Poland was chosen as the most attractive market
r

because of the'dynamism' the people had shown
in casting off the shackles of communism, says 1

Ben Habib. 'We perceive the Poles as very well 1

educated and very advanced in their thinking.'

1

for exploiting the untapped riches accept premiums and pay claims,
if riches there are-of Eastern because it refers inquiries back to

Europe Along with three insurers London
-one Spanish, one British and one The strength of Sedgwick's repu-
Japanese-it has created a jointly tation as a broker of energy risks

It can be ess. Once risk managers and corporate insurancl- 

owned company, PMC Eastern Eu- landed the company a major ac- executiv entify the need for outside services, finding the right cons for

rope Ltd count as risk management consul- advice on how to structure their risk financing programs can be a cons '
The firm's name derives from the tant to the government of Kazakh- task without the proper resources.initial letters of ltS shareholders stan for ltS 011 and gas separa- l

PWS, which holds 51%, Group tion plant at Tengiz Mr Platt
Mapfre International of Spain and recently said the Kazakhs are ne- That's why busy executives will check out the March 9 issue of B/, focu n

Municipal General Insurance Co gotiating with Chevron Corp to Risk Management Services, for information they need to make wise pu ing
Ltd of the United Kingdom, and invest in the plant decisions .
Chiyoda Mutual Life Insurance Co If Sedgwick leads the pack in
of Tokyo PMC provides its insurer Eastern Europe, Willis Corroon is v* reports on the types of services risk managers are
shareholders with what Mr Habib hot on its tail Now severed from
calls a "listening post" in Eastern its old UNISON brokerage part- seeking from their consultants .- environmental, safety and
Europe, at low cost ners in Western Europe, Willis loss control, and catastrophe planning;

He also is hopeful that the in- Corroon has moved quickly to
surance companies' clients may be build its own network in the East 4 8/ 's ranking of the 10 largest independent risk
encouraged to use PMC's Polish In mid-1991, Willis Corroon be-

brokerage office if they have plans came the first Western brokerage management consultants;
to invest in Poland to obtain accreditation from the

This base of business is impor- Soviets to open an office in Mo- 1 in-depth profiles of the largest consultants affiliated with

tant for a medium-sized reinsur- scow, said Mike White, managing insurers and brokers;
ance brokerage like PWS Mr director at Willis Faber & Dumas
Hablb pointed out that the firm responsible for Central and East- 6/ plus, 8/'s Directory of Risk Management Consultants,
cannot simply set up an office in ern Europe It also is gradually
Warsaw or Budapest, Hungary, buying into a Polish brokerage and 1

detailing services, specialties, staff, clients, compensation

and rake in business from its West- has an office in Prague, Czechoslo- and more.

ern multinational clients, like in- vakia, which "should be in a posi-
ternational giants such as Marsh & tion to operate very soon " If you're a specialist In this market, you need to showcase your services,
MeLennan might do Willis Corroon's office in Mo- most important editorial environment available to risk managers and cor

PMC will face competition that scow is run by Andrei Sazonov, a
grows stiffer by the day In No- former marine underwriter for the insurance buyers responsible for risk management - Business /nsuran

vember, Sedgwick Group, the Black Sea & Baltic General Insur-
world's third-largest brokerage, ance Co, the London-based sub- 5 Call now to reserve your place.
opened a Warsaw office, marking a sidiary of state-owned Ingos-
further step in the most ambitious strakh Mr Sazonov's former boss, PUBLISHING: March 9 0 AD CLOSING: Februa 5
expansion program in Eastern Eu- Ingosstrakh Chairman Mikhail Sa-
rope undertaken by any brokerage fronov, was not happy about the New York:

house defection, Mr White recalls Sedg- E 220 East 42nd Street

Adrian Platt, Sedgwick board wick's man in Moscow also was New York, NY 10017-5806
director responsible for Central previously with Ingosstrakh 9 212/210-0228•Fax: 212/210-0704

, 'f

and Eastern Europe, said that with The demise of the Soviet Union,

the help of brokers, "insurance however, will change the way busi- Chicago:
could help to set the framework of ness is done in the republics Pre- 5 740 Rush Street

change in Eastern Europe much viously, brokerages that estab- Chicago, IL 60611-2590
more than it has elsewhere " lished a Moscow office could do 5 312/649-5276 •Fax: 312/280-3189

120g:
He alluded to the "traditional" business throughout the Soviet

view of insurance as the "last thing Union Now, they may need offices Los Angeles: a publication of Crain Communicat, c.
you think about" as an industri- in the individual republics in E 6500 Wilshire Boulevard
alist, and argued that this might which they choose to do business Los Angeles, CA 90048-4947
not prove the case in Eastern Eu- Indeed, the flood of Western bro- 9 213/651-3710•Fax 213/655-8157
rope kers into Eastern Europe is creat-

"You cannot make an enterprise ing a demand for local insurance .....».#I.

self-financing," he said, "Untll lt skills that employees of the old ---- ---

is fully costed as an enterprise " He state-owned insurance companies
argued that the cost of insurance seem only too glad to satisfy
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Three interim CEOs named for Lloyd's
By GAVIN SOUTER LONDON Computer standards messages which can be accessed by 1 1u.K. firm in Hungaryreinsurers, insurers and interme-

LONDON-A triumvirate of U S insurance and reinsurance diana throughout the world," said Croyden, England-based Noble
Lloyd's of London executives will groups and European computer a ]oint statement from the groups Lowndes, the world's fifth-largest
temporarily take over as chief ex- chief executive and deputy chair- network organizations have agreed The initial task force agreement employee benefits consultant, has ac-
ecutive when Alan Lord retires man since 1986 to set up a Joint task force to ex- will run until January 1993, but iS quired a malonty stake m a Hungar-
from the post in June The council initially relected a plore electronic data Interchange expected to be extended ian benefits consulting firm

That measure will bridge the up task force proposal to separate the standards The impetus for the task force Px Human Risk Management Ltd
to 12-month gap between Mr marketing and regulatory func- The process eventually will lead came from a January 1991 visit of Budapest, which advises the Hun-
Lord's retirement and the imple- tions at Lloyd's But protests from to claims settlements and reinsur- to the United States by RINET and garlan government on the establish-
mentation of any governance re- the market forced the council to ance placements being handled LIMNET representatives, said ment of health msurance and pension
forms recommended by a Lloyd's back down, and a working party lS worldwide via computer, they say Mike Seddon, information technol- systems, was established m 1989 Its
task force last month (BI, Jan 20) now studying the proposal (BI, The New York-based Brokers & ogy executive at the London Insur- 10 shareholders Include the Hungar-

During that time, day-to-day op- Jan 27) Mr Lord said he expects a Reinsurance Market Assn and the ance & Rensurance Market Assn ian Ministry of Welfare and the state
erations will be directed by three report from the working party Reinsurance Assn of America in "We found that we were ap- insurer, Allami Blztosito
Lloyd 's executives, led by John later this year but adds that any Washington, DC, will establish a proaching the same problem from Adam Gere, a native of Hungary,
Gaynor, head of finance The other reforms may take until June 1993 task force with the London Insur- different angles so we arrived at will serve as president of the ren-
directors will be Andrew Duiguid, to implement ance Market Network in Britain different standards We said this is amed Noble Lowndes/Px Ltd

head of market services, and Bob Meanwhile, Lloyd's has 'set up and the Reinsurance and Insurance crazy, we should try and harmo- Mr Gere previously was an mde-
Hewes, head of regulatory services six working parties to consider Network in Brussels, Belgium nize and not compete on what pendent consultant to Western com-

A member nominated by the seven recommendations the task "This development lS of ma]or computer messages should look panies opening businesses in Hun-
Council of Lloyd's will be ap- force advised implementing begin- significance because lt W111 Optl- like," he said gary
pointed deputy chairman with spe- ning with the 1993 accounting mize and accelerate the progress of The task force should agree on Noble Lowndes reported $255 mil-
cial responsibility for regulatory year international electronic communi- standard claims messages this year hon in gross revenues m 1991, 75% of
matters and the interests of mem- The working parties are ex- cations networking in the areas of and standards for placement and which came from employee benefits
bers upon Mr Lord's retirement pected to report to the council be- reinsurance and Insurance, based claims payment messages may fol- consulting (BI, Dec 16,1991)
Mr Lord, 62, has been Lloyd's tween Api'll and June on a set of standards and standard low in 1993, Mr Seddon said -By Sara Marley
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S[OR S{JRANCE
CLAIM AUDIT CONSULTANTS OHIO PRODUCER HELP WANTED REQUEST FOR PROPOSALS

Auditor for the Pool/Risk Exceptional oppty with one of Ohio's
RISK SCIENCES GROUP, INC

MGR or Self Insurer most dynamic, growing agenicies of CONSULTING OPPORTUNITIES REQUEST FOR PROPOSALS
fering a great working environment,

2333 Hillcrest Drive
supurb markets and an unbeatable RSG, a risk management consultant The Amencan Physical Therapy Asso-

ANALYBr
Bloomfield Hills, MI 48302 compensation plan To be considered, firm, is expanding its New Jersey oper- ciation will select brokers to whom will

(313) 333-2213 you will need a current successful ation We need application programers be assigned carriers for their exclusive
(Responding to RFPs Nationwide) track record in P&C commercial lines capable of supporting Fortune 200 use m proposing a risk purchasing

clients in the installation and operation group program for professional habil-
sales Long term potential exists for of our SIGMA + Risk Management ity coverage for physical therapists and
management & ownership Contact Information System physical therapist assistants, their pro-
Howard Hafner, (214) 223 9251 prietorships, partnerships and cor-

Public Finance GILBERT-HAFNER & CO Key requirements are 2 to 3 years pro- porations, and professional and all

REINSURANCE Box 373. DeSoto, TX 75123 graming experience, an aptitu(ie for other employees, including commercial
problem solving and an ability to work general hability exposure
with clients Additional factors would

UNDERWRrIER
be familiarity with database languages To receive the request for proposals

GET RESULTS!
(RSG uses NOMAD2), financial anaty- document, apply to
sis methods, or quantitative analysisMoody's Investors Service, a prestigious ADVERTISE IN THE Mr Owen Miller

financial services firm with a global A+ Camer m start-up MGU PROFESSIONAL MARKETPLACE The firm's stze provides opportunity for Insurance Buyers' Council
personal growth, while the firm's par- 9690 Deereco Road, Suite 650

reputation, seeks a Senior-level Analyst operation headquartered in ent company, Crawford & Company, Timonium, MD 21093
provides the security of substantial

1 # with strong financial skills to become Pittsburgh looking for an HELP WANTED hnanctal and marketing resources
'7*"h involved m evaluating municipal bond Underwnter with 3 plus years
.> Please submit your resume to

insurance companies for our Public of experience m specific and PROPERTY AND Business Insurance
CASUALTY PRODUCER Risk Sciences Group, Inc

Finance Department a#regate products market- One International Blvd, Suite 302 Circulation
ing nationally. Requires a Seasoned, well-established Chicago Mahwah, New Jersey 07495

loop insurance agency seeks producer Attn Director of Technical Operations Breakdown*
knowledge of PPO, EPO, andIn this position, you will with similar qualifications and book of
other Managed Care environ- business to join our team of 42 profes- Commercial Consumers

work as part of a team sional sales people Generous commis-
RISK MANAGER

ments Salaiy commensumte Administrative.
analyzing bond insurers to sion arrangement, highly capable sup-

Mth expenence Send mume Port staff, and access to excellent Brinker International, Inc, America's CEO's Presidents, and Owners 2,500
evaluate their financial stabihty and on- markets all part of the picture Send leading restaurant holding company,

with letter Of introduction inquiries to located in Dallas, Texas is seeking to Vice-Presidents, General Managers

going ability to successfully insure fill the position of Risk Manager Posi- grid Other Administrative Personnel
to Enterpme Underwnting, Schwartz Brothers Insurance Agcy tion reports to the Director of Corpo- 4,263

bond offerings Suite 300, #5, Foster Plaza, 135 S LaSalle, Suite 2035
rate Review and Loss Control and is

Chicago, IL 60603 responsible for all concept operations Financial.
P,ttsburgh, PA 15220 and interests Brinker International, Chief Financial Officers and Vice-presi-Attn· Betsy McCafferty Karalis

Inc operates the Chilfs, Romano'sTo be successful, your experience Director, Agency Operations dents of Finance 2,972
Macaroni Grill, Grady's American Grill

Secretaries, Treasurers, contollers and
should tnclude at least 3-5 years' and Regas chains and has over 25,000

employees in 39 states other Financial Personnel, 4,406
financial experience in the insurance

industry, preferably m the CFO's office
 Qualified candidates will have a re- Risk/Employee Benefits·

lated degree with 8 years managerial Vice-presidents, directors, managers,
of a bond insurer Strong financial experience as a risk manager, with rel- and other related department person-

evant experience in all phases of risk
analysis and wnting skills are necessary RECRUIT THE nel of insurance, risk, employee ben-

management An ARM or CPCU desig-
ehts, personnel, compensation, pen-nation a plus

as is the abihty to function effectively sion, safety, security, industrial
m a team-oriented environment INDUSTRY'S This position is responsible for all relations, human resources and em-

phases of the corporation's multi-disci-
MBA/MPA would be a strong asset. plined approach to risk management, ployee/labor relations 10,976

MOST
which includes risk identification, risk Sub-total 25,117
evaluation, risk treatment, risk finane-

Associations 458ing, claims administration, loss con-
Moody's offers a competitive salary trol and risk Information systems Government, Unions and Educational

commensurate with your qualifications QUALIFIED Institutions 1,234
If qualified, submit your resume, refer-

and a comprehensive benefits package ences, and salary history to
Commercial Consumers

Sub-total 26,809
For immediate consideration, please Brinker International, Inc

send resume including salary history to CANDIDATES. Attn Laurie Moore Insurance Agents and Brokers 9,430
Dept LORM Insurance Companies 8,045

Human Resources Dept CC-IA, 6820 LBJ Freeway Accountants, Actuanes, Attorneys &
The most talented men and women m the Dallas, TX 75240

Moody's Investors Service, 99 Church Consultants 3,405

Street, New York, NY 10007 insurance industry know where to turn when Equal Opportunity Employer Adjusters, Appraisers, TPA's, Captive
Managers & Health Care Providers

An Equal Opportunity they want to make their moves 1,392

Employer M/F/H/V. 81 Classifieds
Others Allied to the Field 1,518

The Prolesssional Marketplace TOTAL 50,599

Moody& Investors assure top * Source Business/Occupational

Call 312/649-5340 for advertising details. breakdown of qualified circulation,

Se:VIce quality results!
May 27, 1991 issue, as submitted to
BPA for June 1991 BPA Publisher's
Statement
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MPs' complaints should be regulated by the British ring to earlier task force reports one of those identified by the MPs Mr Bailey claims the MPs' alle-
government rather than allowed to from the 1970$ and 19805 on regu- to have a high proportion of work- gations are "coming from a total

Continued from page 31 regulate itself through the Council lation at Lloyd's ing names as underwriters "I am lack of understanding" of the mar-
porate membership (BI, Jan 20) of Lloyd's This suggestion was In addition to government over- astounded to be mentioned We ket "They are bred from nalvete

Many of the changes would re- made in some of the 290 submis- sight, MPs are proposing that an have about the market average" and desperation," he said, adding
quire an act of Parliament, which sions to the task force, and the accounting firm from outside Lon- in terms of working members that the complaining members fail
wouldn't be introduced for at least suggestion was mentioned in the don should be appointed to exam- According to Mr Bailey, the syn- to mention "how much (money)
two to three years, said Mr Lord report However, the task force ine the Lloyd's recent losses and dicate's 1992 account is 16% un- they have made in the past "

The meeting featured presenta- concluded that regulation of the allegations of wrongdoing in derwritten by working members . The MPs are using their promi-
tions by the task force chairman, Lloyd's wouldn't cost any less if it the market Mr Bailey believes syndicate 138 nence to highlight their personal
David Rowland, who lS chairman were in the hands of the govern- "We are most anxious that there may have been singled out by MPs plight, he said, referring to the
of Sedgwick Group PLC, and ment should be an outside regulatory because in recent years it has re- daily coverage of Lloyd's last week
Paul Archard, chairman of Lloyd's Mr Coleridge said that Lloyd's body set up to check the appalling fused any additional members due in British newspapers and on tele-
Underwriting Agencies Assn The was no closer to being regulated by allegations of insider dealing and to a desire to reduce its capacity vision news programs
meeting had been arranged before the government than before the re- claims that the bulk of Lloyd's "I reduced the syndicate's size "They can sing from the rooftops
the current political storm (BI, cent flurry of parliamentary activ- Council members have protected purposely between 1987 and 1991, and get massive attention," said
Feb 17) ity He also noted that the MPs their exposure to unlimited habil- because we were only underwriting Mr Bailey

Although several MPs tried to he met with did not discuss the ity through the use of trust funds about 25% of our stamp capacity," Moreover, "they can say what
voice their own dissatisfaction issue of government regulation set up in offshore islands, such as he said they like in the House and not be
with Lloyd's at the beginning of Mr Lord added that a govern- the Cayman Islands," the Conser- For 1992, the syndicate increased sued," he said, referring to the im-
the meeting, other MPs criticized ment-ordered study of Lloyd's led vative MP told Business Insurance its stamp capacity by 5 million munity of MPs from libel actions
them for being impolite to their by Sir Patrick Neill in the mid- "At the moment all regulation at pounds ($9 3 million at year-end over what they say in the House of
hosts 19805 had already confirmed the Lloyd's lS done by insiders We 1991 exchange rates) with "the Commons debating chamber

Afterward, at a swiftly called effectiveness of Lloyd's self-regu- want to see Lloyd's appoint a firm vast malority of additional capac-
press conference, Mr Lord de- lation, though report produced by of accountants from somewhere 1ty coming from outside names," he International Editor Stacy Shapiro
scribed the meeting as "construe- this study Included 70 recommen- like Manchester to investigate," he added contributed to thts story
tive " dations for improving regulation said

"I am in no doubt that the facil- MPs from both the governing
1

ity provided today has helped con- Conservative Party and the oppo-
siderably to increase understand- 'There is no sition Labor Party contend that
ing of the pivotal role played by substance' in the

working names have greater access insurance Services Guide
Lloyd's at the heart of the London to profitable syndicates than ex-
insurance market," Mr Coleridge MPs' allegations, ternal members of Lloyd's Earlier
added m a statement "It also pro- this month a list of alleged "in-
vided an opportunity for senior says Mr. Bailey, a sider" syndicates that are reputed

FRONTING InPhoto Surveillancefigures within the market to set in Lloyd's underwriter. to contain a high percentage of
• We re specialists I fronting anangements

context some of the wild and mis- working names was released by the Long Range Video
and mergers/acqulsitions

conceived assertions which have MPs (BI, Feb 17) Surveillance of Claim-
In the industry since 1960

been made recently about the way Lloyd's executives representing Corporate Intermed,alies
&4 ants Agents within 3

W F "Bill"Vest 1 1 - J W hours drive of 80% of
in which the market is regulated All were later implemented those syndicates, though, dispute Box 816124, Dallas, TX 75381 -9,-37/"-'- the U S Population
and, importantly, how lt conducts That reminder did not assuage the allegations of any wrongdoing PHONE 214*20-2581

800422-8220 FAX 800152-0720
its business " the concerns of some MPs at Mon- "We are not aware that anything

FAX 214418-7195

"It went very well," added the day's luncheon meeting They re- this syndicate does is illegal or im-
LUAA's Mr Archard after the main skeptical about the market's proper," said one members agency
meeting Most of the MPs' ques- ability to police itself and to im- director who asked not to be
tions were positive and sensible, prove underwriting conditions named Reach For The Stars
and misconceptions were ex- "We were given a lucid represen- The director claimed that his

plained, such as those surrounding tation of the task force report, but agency represented few non-work- Investigate this new generation of quality software sblutions for health

the London market excess-of-loss 10 out of the force's 13 members ing members only because its exec- benefits management worken' compensation claims, general liability,

spiral, he said (see story, page 36) are insiders and the report will be utives "know very few rich people" medical cost containment, and first in,ury reporting, including

Despite the meeting, Lloyd's implemented by insiders," said one and, therefore, were unable to
continued to fare poorly in Par- Conservative MP make contacts with as many po- ISP HealthStar • ISP CompStar • ISP MultiStar
liament The MP, who has suffered losses tential external Lloyd's members ISP MediStar • ISP FirstStar

Continuing the flood of Lloyd's- at Lloyd's, would talk to Buszness as other members agencies
related motions delivered in the Insurance only on Parliamentary Besides, working members "have Fu more information about the many ways
past few weeks, MPs last week Lobby terms This is a system used always tried to get on syndicates you can benent Dom

called for Mr Colendge's resigna- frequently in British politics they have done business with, in Insufance Software Packages. Inc ..I-./
tion and alleged that working whereby politicians speak candidly the same way that employees often write to us at

members protect their assets from to journalists on the understanding buy shares in companies they have
3625 Queen Palm Drive

Tampa, FL 33619unlimited hability by placing them they will not be quoted by name worked for or with," he said "It's
or call (800) 237-8133 in the U.S.,

offshore "The Cromer report was kept se- not insider dealing, it's knowl- (813) 621-6069 m Florida
Attention from the MPs also kept cret for 21 years and only selected edgeable dealing "

Lloyd's problems on the front bits from the Fisher and Neill re- "There is no substance" in the

pages of many daily newspapers ports were implemented by allegations, agreed Mr Bailey of
and on television screens Lloyd's So what hope is there for R F Bailey (Underwriting Agen-

Several MPs believe Lloyd's Rowland's report," he said, refer- cies) Ltd, whose syndicate 138 was

Suggestions for reform detailed kelter-thorner, inc.
INSURANCE INTr(HITY

Rowland argues for changes
After 30 years at our present location we are

LONDON-While the political and yet take the key decisions that whole lot of the old issues," he
storm rages outside, Lloyd's of have to be taken for our competi- answered "We have to demon- "On The Move. . ."
London lS trying to put its own tive strength " strate to the outside world that we

house in order on the inside Mr Rowland highlighted the key have belief in ourselves and we Effective March 1, 1992 our new offices will
Last week, David Rowland, proposals, which include dividing have the guts and leadership to get

chairman of Sedgwick Group governance between a "marketing ourselves through " be located at:
PLC, outlined before the Insur- board" to oversee Lloyd's business Another questioner criticized the
ance Institute of London the re- operations and and a "regulatory task force for basing its recom-
form proposals made by a Lloyd's council" to oversee regulation mendations on only 290 submis- The Plaza of Birmingham
task force Since the report was re- Amid widespread criticism, the sions He believed that the council
leased last month, he has been giv- Council of Lloyd's, the market's was now -clutching" to the report

210 South Woodward - Suite 200

ing similar speeches (BI, Jan 20) current ruling body, was forced to without any further discussion, P. O. Box 1300
"This society is full of strengths withdraw its immediate rejection even though the young people at

the independence of the un- ofthat suggestion (BI, Jan 27) Lloyd's think that "it's no answer" Birmingham, Michigan 48012-1300
derwriters, the competing nature "The events in recent weeks to Lloyd's problems Telephone# (313) 540-3131
of the market, the entrepreneurial make me regret that we didn't take "I'm sad if you think that (the
units each trying to outdo the this attitude to begin with," said report) doesn't provide Lloyd's FAX# (313) 540-2002
other It's unlike any other Mr Rowland "Look at how much with a future," said Mr Rowland
market in the world, and we must easier it would be today to deal The submissions were made by
seek to preserve that," he said with (Parliament) if only the groups of people, and Mr Rowland Kelter-Thorner Inc of Michigan

"If we lose it, Lloyd's will Council had said, 'What a good said he intentionally put people in Kelter-Thorner, Inc

change into just another insurance idea We should look at the way we their early 40s, on the panel Kelter-Thorner Inc of New Jersey
company, and that's not much fun govern ourselves (We're) not sure Another questioner suggested Keller-Thomer Insurance Agency Inc
for anyone," said Mr Rowland that the task force has lt wholly that the task force proposals would Atlantic Underwriters

But he reiterated that while he right, but this strikes a chord ' " be easier to implement if they
believes the best of Lloyd's lS the After his speech, Mr Rowland didn't depend on a new act of Par-
best in the insurance world, the was asked what the market can liament
worst "is positively dreadful " do about the "low ebb" of Lloyd's Mr Rowland responded there

In arguing for the proposed re- relations with members of Parlia- was no way to make some of the
forms, the task force chairman ment and the media changes needed at Lloyd's without
said, "it's an extraordinarily diffi- "We have got to be extremely a new Lloyd's Act But, he added, For advertising Information In the INSURANCE SERVICES GUIDE
cult task to manage a free entre- brave and tough during the next "if you can see other answers for Contact Margaret Hikido 740 Rush Street, Chicago, Illinois 60611
preneurial society like Lloyd's and year or two years because we shall goodness sake tell us " Telephone (312) 649-5340
keep the essential qualities of it, have replayed to us continually a -By Stacy Shapiro



INTERNATIONAL

Member losses "Any government would be crazy junctions last week against at least committees appointed by Lloyd's agreement governing the cash calls
to allow an institution like Lloyd's 10 members' agencies to prevent have reported The first report, that they signed when they joined

Continued from page 1 to go down the plug, lt brings a them from drawing down on mem- dealing with a study conducted by Lloyd's, he said
billion) lot of taxes and lobs," said Mr bers' deposits to pay cash calls Sir Patrick Neill of the Feltrim "Talk about ambulance-chas-

But if the 600 members succeed Doll-Steinberg Besides, Lloyd's Senior partner Michael Freeman syndicate, will not be issued for at ing," said Mr Archard, referring to
in stopping Lloyd's from drawing isn't insolvent, ]ust short of cash, first touted this idea at a January least another six to eight weeks, the Freeman action
down on their deposits, Lloyd's he said seminar (BI, Feb 3) sources say Also, the Feltrim Names Assn -

could not tap the deposits or re- Gooda Walker members owe a At the end of January, he sent a • Members have received no in- said to be the largest action group
serves of other members unless it total of 238 million pounds ($418 2 letter to all members of the loss- formation regarding how much of with more than 1,000 members-
receives approval from its entire million) in cash calls, including riddled syndicates that are now the cash calls relates to expenses has refused to back Mr Freeman's
nnennbership 101 million pounds ($193 6 million) being reviewed by Lloyd's-ap- and how much to legitimate attempt to win inlunctions, con-

Losses not paid by members can due March 31 to repay a loan from pointed panels because their losses claims, and whether "those ex- firmed its chairman, Colin Hook
be paid from Lloyd's Central Fund, the Lloyd's American Trust Fund exceeded 100% of the premium vol- penses are necessary or reasonable Feltrim's own law firm, Richards
which now stands at 500 million Ralph Sharp, chairman of G W ume they wrote These syndicates or proper " Butler, does not believe that any
pounds ($878 5 million) Lloyd's, Run-Off Ltd , confirmed that most include syndicates once managed • It is not legally possible for injunction will hold up for very
though, will not say how much of of the Gooda Walker claims result by Gooda Walker, Feltrim Under- members' agents to ask for -mixed long, Mr Hook said
that fund already has been ear- from LMX losses owed to other writing Agencies Ltd, Devonshire calls" that combine requests for Some of the arguments made by
marked for non-paying members Lloyd's syndicates and London Underwriting Agency (Holdings) funds for both the 1989 and 1990 Mr Freeman already have been

Lloyd's will be able to continue market insurance companies Ltd and Rose Thompson Young underwriting years considered by the Feltrim action
operating even if members are But the Gooda Walker names (Underwriting) Ltd "Names have a strongly arguable group for four or five months, said

granted the injunctions, Mr Co- argue that many of the LMX poli- Mr Freeman said in letters to case to initiate applications for in- Mr Hook "We are seeking advice
leridge said cies are not valid and should be members that 600 members were Junctions preventing members' and we didn't feel we should du-

"There is no chance" that voided, which would negate the needed to donate 200 pounds agents from enforcing the calls plicate research costs" by support-
Lloyd's would shut down, he said claims (see related story) ($352) each to initiate the legal ac- which have been made, either ing the Freeman action, he said
"Otherwise, Lloyd's would be The members are willing to pay tion By Feb 14, only 450 members against the premium trust fund or The Feltrim association also is
completely destroyed legitimate claims, but not those re- had signed on But with Lloyd's against security held at Lloyd's," concerned that the Freeman action

Lloyd's will continue operating sulting from the LMX spiral, Mr continuing to receive extensive said Mr Freeman will postpone the release of the
. because it will be solvent even if Doll-Steinberg said Neill report into the Feltnm syndi-

the members do not pay the cash So far, Gooda Walker names | cate losses, said Mr Hook, who be-

calls, disgruntled members agree have paid 116 3 million pounds 'Names have a strongly arguable case. . .for lieves that Feltrim members may
Eventually Lloyd's will "run into ($204 7 million) of the 137 3 mil- be able to negotiate a settlement

a liquidity problem, not a solvency lion pounds ($241 6 million) in injunctions preventing members' agents from with Lloyd's once the Neill report
problem, and will have to go to the cash calls ordered last year for enforcing the calls which have been made, either is published
Bank of England" for a temporary 1989 and 1990 losses, according to Besides, Lloyd s lS not drawing
loan to pay losses, predicted Alfred Mr Sharp against the premium trust fund or against security down on deposits even though
Doll-Steinberg, chairman of the However, "we have indications held at Lloyd's,' says attorney Michael Freeman. members are refusing to pay, Mr
Gooda Walker Action Group, that names will not respond" to Hook said The members "will pay
which represents members of four the latest cash call due at the end legitimate claims as and when they
defunct syndicates managed by of March, he said If names don't become due but do not want to pay
now-liquidated Gooda Walker Ltd pay the call, G W Run-Off will British press coverage, Mr Free- Support for Mr Freeman lS far for future losses that are not due or

Lloyd's faces overall losses of have to discuss how to pay the man hit his goal and began seeking from unanimous Even some repre- any additional expenses," he said
about 1 3 billion pounds ($2 43 losses with Lloyd's, he said He the inlunctions in High Court on sentatives of litigating members do "There is a mood that Lloyd's
billion at appropriate exchange wouldn't comment on whether the Wednesday not believe he will actually stop has a vdry limited future unless the
rates) for the 1989 underwriting cash call was to pay back the loan The members have a case for Lloyd's from drawing down on de- back years are sorted out," added
year, which closed at the end of on the Lloyd's American Trust preventing Lloyd's members' agen- posits or that his action benefits all Mr Hook "So I tell members to be
1991 and is only now being audited Fund cies from drawing down on the de- members facing huge losses stout-hearted (because) eventually
under Lloyd's three-year account- "We need cash," said Mr Sharp posits, Mr Freeman contends His The Gooda Walker Action Group there will be a settlement "
ing system Losses for the 1988 "We'll have to sit down with arguments include donated some funds because Mr The defunct Feltrim syndicates
year were a record 509 7 million Lloyd's (executives) if the cash is • Members' agents have not Freeman's "energy and impetuo- 540/542 and 847 face a maximum
pounds ($983 7 million at appro- not forthcoming I have (legal) ad- made sufficient investigations on sity should be rewarded," said Mr of 380 million pounds ($6688 mil-
priate exchange rates) vice that the cash calls are per- behalf of their clients about the Doll-Steinberg "We have no view lion) in losses over a four-year pe-

Mr Doll-Steinberg thinks the fectly legal and comply with facts and circumstances leading to if he will succeed " riod, Mr Hook said

market by the end of the year will Lloyd's regulations " the cash calls He did note, though, Meanwhile, Lloyd's hasn't yet Although most of the losses are
be about 1 billion pounds short to Meanwhile, the Gooda Walker that Elborne Mitchell, the London drawn down on members' deposits, related to LMX risks, the Feltrim
pay primarily LMX reinsurance Action Group has contributed law firm representing members' "though it is inevitable," he said syndicates also wrote a significant
claims to other Lloyd's syndicates about 10,000 pounds ($17,600) to a agents, told him "that names have "I have it on the best legal au- portion of the errors and omissions
and London market insurance 120,000 pound ($211,200) fighting received all documents to which thority that he hasn't got a coverage for the Gooda Walker un-
companies Most of the members fund set up by London law firm they are entitled " prayer," said Paul Archard, chair- derwriting agency, Bunness Insur-
refusing to pay losses were mem- Michael Freeman & Co The fund 0 It is "wholly inappropriate" man of the Lloyd's Underwriting ance has learned The E&0 cover-
bers of now-defunct LMX syndi- was established to finance legal for members' agents to make the Agency Msn Members are bound age was placed by LMX broker
cates costs involved in seeking the in- cash calls until the loss review by the Lloyd's members' agency Walsham Brothers, sources say i

Members, MPs demand probe of Lloyd's
By STACY SHAPIRO cording to estimates by Swiss Re- to pay 238 9 million pounds ($418 device to ensure that any potential that this could continue forever,"

insurance Co These included the million) for losses on four syndi- losses on the insiders' syndicates he said
LONDON-Four members of Piper Alpha oil platform disaster cates in the 1989 and 1990 under- were borne by the ordinary mem- According to the Lloyd's task

Parliament and representatives of in 1988, which cost $14 billion in writing years (BI, Jan 27) bers on the victim LMX syndicates force report, external names on av-
three Lloyd's of London members' insured loss but created at least Last week, several members of for ridiculously small premiums " erage made as much or slightly

action groups will meet with $11 billion in claims notifications Parliament alleged that working In an earlier motion, Labor MP more money from Lloyd's than
Lloyd's Chairman David Coleridge because of the LMX spiral members of Lloyd's used the LMX Brian Sedgemore also suggested working members between 1985
this week to demand an 1ndepen- Lloyd's, in particular, has been market to pass potential losses to that Lloyd's arrange "a pooling of and 1987, and lost 1% more than
dent investigation of losses created hit hard by catastrophes because of non-working members belonging the LMX losses dumped on exter- working members in 1988
by London market excess-of-loss its huge role in the LMX market to "victim syndicates " nal members " Other market executives also

reinsurance More than a third of the 11 65 "Every time a separate (LMX) challenged the allegations made in
The MPs and Lloyd's members million claims notifications made

1 reinsurance was placed, the people Parliament
will "insist" on the investigation to to Lloyd's annually-4 1 million- 'Insiders knew...the who placed it receive 10% commis- "There has been no deliberate

provide "anti-conspiratorial are for excess-of-loss reinsurance "dustbin" syndicates,
sion," said a Conservative MP who attempt to put external names at a

proof" that the LMX reinsurance Of this, 2 9 million are for LMX re- asked not to be Identified "How disadvantage," said a Lloyd's
market was a game that allowed insurance claims Lloyd's officials and external names was that in the interests of exter- members agency executive
brokers to reap commissions, un- have said that 30% of Lloyd's nal names?" LMX syndicates were regarded
derwriters to falsely increase their members are paying 70% of the ca- were placed on them,' In addition, "insiders knew as high risk and tended to attract
capacity and members to incur tastrophe-related losses because of says one MP. which were the 'dustbin' syndi- those names with a greater under-
nothing but losses, says Alfred the heavy hits taken by syndicates cates, and the external names were writing capacity and ability to
Doll-Steinberg, chairman of the specializing in excess-of-loss rein- placed on them," the Conservative spread their risk among more syn-
Gooda Walker Action Group surance (BI, Sept 2,1991) MP alleged dicates, he explained There are far

As part of that game, LMX poll- The Lloyd's members who will They have also alleged that spe- Responding to these allegations, more external names with that sort
cies are voidable and Lloyd's mem- meet with Mr Coleridge this week cialist LMX brokers have siphoned Lloyd's Mr Coleridge last week of wealth, the executive noted
bers' losses stemming from those represent members' action groups, off premium by way of commis- pointed out that non-working In addition, he said, from the

policies should not be paid, Mr which are litigating over the huge sions, leaving LMX syndicates members were encouraged to join mid-1970s until the late 1980s
Doll-Steinberg contends losses their specialized LMX syn- with very little premium to pay for LMX syndicates because prior to LMX syndicates tended to be

The LMX market, which boomed dicates incurred between 1988 and losses 1989 these syndicates had made among the most profitable and at-
during the 1980s, allowed London 1990 The syndicates were man- On Feb 13, Bob Cryer, a Labor significant profits tracted more nannes

underwriters to reinsure the same aged by Gooda Walker Ltd , Rose MP, called for "an inquiry to ex- In 1986, for example, there were Although some members agents

risk over and over again, which Thompson Young (Underwriting) amine why Lloyd's failed to learn no catastrophes, and LMX syndi- have more clout and are better able
created giant capacity for catastro- Ltd and Devonshire Underwriting from the scandals of the late 1970s cates had a "bonanza" year, ac- to get members on attractive syn-
phe risks Although a legitimate Agencies Ltd and early 19805, when fraud be- cording to syndicate analysts dicates, each member "always has
and well-known form of reinsur- Estimates of the combined losses came custom and practice " Chatset Ltd In 1987, too, the LMX a choice about which members'

ance, the LMX market has been incurred by Just the Gooda Walker Mr Cryer also called for "an m- syndicates produced above-aver- agent to join," he said Members
criticized for creating "artificial" syndicates and loss-riddled syndi- quiry to ask Lloyd's to explain why age profits agents would not deliberately dis-
capacity (BI, Nov 4, 1991) cates managed by Feltrim Under- they refused to regulate the LMX As a result, more external mem- criminate against external names

LMX reinsurance was profitable writing Agencies Ltd reach 750 spiral when they were apparently bers than working members lined in syndicate placement, he con-
until 1988, the first of three con- million pounds ($1 31 billion at asked to do so earlier in the 19805 up to join the LMX syndicates, said tended
secutive years of catastrophes that current exchange rates) by underwriters " Mr Coleridge
caused an unprecedented $32 The 3,000 Gooda Walker mem- Mr Cryer wonders "if the LMX These syndicates "produced far Carolyn Atdred contnbuted to this
billion in insured damages, ac- bers alone have been asked so far reinsurance spiral was used as a better results and they thought story



Business Insurance, February 24, 1992 / 37

Antitrust action missal of the case on the grounds of
the state action doctrine

Contznued from page 2 "Contrary to defendants' hyper- Briefs support defendants
the Justice Department's view of bole, the decision of the court of
the case appeals will not create a crisis in general for California, one of the erages-but without federal courts

The Justice Department in 1990 federalism," the brief states "No- U.K. government, states pursuing the case, said the being able to consider, as state reg-
submitted a brief to U S District where do the complaints attack or substance of amicus briefs gen- ulators must, the effect on insurer
Judge William Schwarzer in sup- even question the regulatory acts others favor review erally is less important than the solvency or insurance availabil-
port of the attorneys general (BI, of state officials fact that they were filed and who 1ty," the insurer groups state
May 21, 1990) Judge Schwarzer "What plaintiffs do challenge are By JUDY GREENWALD filed them He said the amicus The agents groups' brief says the
later dismissed the case, but it was back-room deals, unknown and briefs he has read are " 'me too' case is important "because the ap-
reinstated last year by the 9th Cir- unapproved by regulators, to force WASHINGTON-The insurance kinds of briefs" that take the de- pellate ruling "threatens the abil-
cuit (BI, June 24, 1991) unwilling companies to toe a line industry could be seriously fendants' arguments as given "and ity of advisory organizations, such

In its brief filed with Judge drawn by a handful of powerful disrupted if the U S Supreme assume the sky is falling " as petitioner Insurance Services
Schwarzer, the Justice Department firms " Court fails to review an appellate "My assumption is (the briefs) Office Inc, to freely gather infoi-
conceded it was unsure whether The bnef also supports the ap- decision reinstating the massive will probably have little impact," mation for ultimate use by state
the case made by the attorneys pellate court's refusal to dismiss insurance antitrust litigation, say a he said He noted that amicus regulators "
general .would persuade a Jury " the case on the grounds of comity, host of parties within and outside briefs generally are not filed in "The danger caused by the 9th
However, the department said it which is a reciprocal respect for the industry support of parties, like the attor- Circuit Interpretation (of McCar-
"has an interest in assuring that foreign law Amicus curiae briefs supporting neys general, who object to a Su- ran-Ferguson) is obvious Advisory
the federal antitrust laws and ex- "The conduct challenged in this insurance industry defendants' re- preme Court review organizations would be effectively

emptions from them are construed case has its principal effects in the quest that the high court review The brief filed by the British barred from consulting with for-
in a manner that advances their United States," says the attorneys the case have been filed government is the second the gov- eign reinsurers Moreover, advisory
oblectives " general's brief "The complaints • By the British government ernment has filed in the antitrust organizations might become wary

Thomas Greene, deputy attorney allege a complex and overlapping . Jointly by the American Insur- litigation It previously filed an of dealing with other unregulated
general for California, one of the pattern of conspiratorial activitY ance Assn, the National Assn of amicus brief with the 9th U S Cir- entities," the brief says
20 plaintiff states, said the Justice engaged in by both foreign and do- Independent Insurers and the cult Court of Appeals, which later The Brokers & Reinsurance Mar-
Department was "actively dis- mestic actors that targeted United Surety Msn of America reinstated the litigation (BI, Aug kets Assn in its brief says that the
couraged" from submitting a brief States markets • Jointly by the Independent In- 13, 1990) appellate decision threatens rou-
to the U S Supreme Court sup- "Only by ignoring the overarch- surance Agents of America Inc, "Conduct in the London reinsur- tine reinsurance placements for
porting the attorneys general's op- ing American focus of the com- the National Assn of Professional ance market is for the British gov- two reasons
position to review of the case plaints can defendants represent Insurance Agents and the National ernment to regulate," the British First, traditional reinsurance

The general policy, he explained, that their motion to dismiss on Assn of Casualty & Surety Agents government says in its latest brief agreements, which necessarily in-
is to "load up" on amicus curiae comity grounds involves solely • By the Brokers & Reinsurance "The decision of the (9th Circuit) volve coordinated action by com-
briefs when seeking Supreme British actors in British markets," Markets Assn, a trade association constitutes an interference with peting reinsurers, "may be deerned
Court review, but not when oppos- the brief states which represents domestic reinsur- the sovereign rights and interests 'boycotts' which are not entitled to
ing review, Mr Greene explained The response brief submitted bY ance brokers and professional of the British government and is, antitrust immunity," BRMA con-

The high court agrees to hear U S defendants states that the at- reinsurers with all due respect, both errone- tends Secondly, "many treaties in-
only a small percentage of the torneys general's arguments "are • By the National Conference of ous and damaging to the principles volve at least one foreign reinsurer,
cases that come before lt, and ob- Insurance Legislators, a group of of international law and comity to and, under the court of appeal's
servers are divided on whether the state legislators which this court has accorded ruling, such foreign participation
court will accept the antitrust liti- Plaintiffs say the Defendants and plaintiffs dis- great significance in the past " forfeits McCarran-Ferguson pro-
gation for review

case is not an agree whether the briefs will be a The AIA/NAII/SAA brief states tection for all parties to the rein-
In their original lawsuit in 1988, factor in whether the high court that the appellate decision could surance placement "

' the state attorneys general allege opportunity to 'clarify reviews the antitrust case have a disruptive effect on the in- The NCOIL brief notes that

that 32 defendants engaged in a "I think they will be very per- dustry Since 1945, the brief states, states have traditionally regulated
boycott to manipulate the U S lia- the reaches' of suasive to the court," said Mark I the McCarran-Ferguson Act "has competition in the insurance in-

1
bility insurance market The de- McCarran-Ferguson. Levy, an attorney with Mayer, afforded the amici's members an dustry in accord with their "first
fendants include major U S insur- Brown & Platt in Chicago, which antitrust exemption permitting prlonty"of preserving insurer sol-
ers and reinsurers, the Insurance filed the petition seeking Supreme them to comply with state regula- vency The appellate decision "im-
Services Office Inc and the Rein- Court review on behalf of the US- tory policies favoring joint action perceptibly diminishes that au-
surance Assn of America. as well insufficient as a matter of law to based defendants in the litigation without fear of federal antitrust thority," the group says in its
as several London underwriters sustain the 9th Circuit's re]ection According to Mr Levy, the sanctions " brief

The boycott forced ISO to re- of the domestic defendants' chances of a Supreme Court review "The decision below, however, With this decision, the appellate
write its commercial general habil- McCarran-Ferguson and state ac- "go up dramatically" if amicus creates substantial uncertainty as court "has redrawn the lines of
ity policy form to exclude coverage tion defenses " curiae briefs are filed, reaching to when that protection will con- federal antitrust liability The
for pollution incidents and include "Moreover, apart from their mis- their maximum effectiveness with tinue to be available The resulting court's decision forces state offi-
a retroactive date in the claims- characterization of the legal issues the filing of three to four briefs threat of federal antitrust enforce- cials to surrender regulatory au-
made version of the form, the suit involved, plaintiffs do not deny the The fact that parties have made ment actions and treble damage thority to an overburdened federal
alleges Dublic importance of this case or of the effort to file briefs is impor- claims will deter insurers from judiciary and to juries unfamiliar

The antitrust immunity granted the questions presented for re- tant, as is the fact that they have continuing to develop the standar- with the insurance industry and
to insurers under the McCarran- view," the defendants' brief adds been filed by "significant, respon- dized insurance coverages upon the means to maintain its sol-
Ferguson Act does not extend to This is underscored by the amicus sible and reputable" organizations, which state regulators and insur- vency," NCOIL says
boycotts or coercion briefs, the defendants' say he said The persuasiveness of ance markets now depend " "If not reversed, the ruling effec-

The attorneys general argue in Furthermore, they contend, a full these briefs is further strengthened The 9th Circuit ruling also "will tively will Jeopardize the states'
their brief that the case does not trial on the issues is unnecessary by the arguments they make, he permit the federal antitrust laws to power to regulate the business of
present the Supreme Court with Plaintiffs "nowhere point to any said be used to challenge state-ap- insurance and protect the public,"
the opportunity to "clarify the factual issue material to the proper Thomas Greene, deputy attorney proved insurance rates and cov- the brief argues .

reaches" of McCarran-Ferguson analysis of the controlling legal
The appellate court's "holdings issues that would be Illuminated Milken settlement

on the McCarran-Ferguson Act de- by a full trial-a trial that plain-
fenses are unsuited to review by tiffs do not dispute would be ex- Contznued from page 1 whether "global releases" can be ACE revised its D&O limits in

this court," the bnef says "They tremely costly and time-consuming viction on six securities-related fe- secured to ensure that if the settle- 1987 when it began offering a min-
present numerous issues, each of for both sides and for the Judicial lonies ment is paid, the D&O insurers and imum $10 million limit with addi-
which this court would need to re- system itself," the brief states If the settlement lS finalized, lt individuals covered by the policies tional limits available in $5 million
solve in defendants' favor before Even if the plaintiffs' factual al- will dispose of lawsuits by both won't be liable for future claims, increments up to $50 million The
the outcome of these cases would legations are accepted as true, Individual investors who attribute said Bradford W Rich, senior vp of minimum attachment point was set
change their theories do not -state a cog- their losses to Mr Milken's illegal claims and general counsel at ACE at $25 million

"Grasping at straws, defendants nizable antitrust claim," the de- activities and by the Federal De- Mr Rich said ACE and CODA CODA wrote ltS first policy in
claim that a McCarran-Ferguson fendants' brief says posit Insurance Corp The FDIC are participating because the poli- 1986, offering limits of $25 million
boycott does not exist unless 'com- The appellate court decision' contends that Mr Milken coerced cyholders-Drexel directors and for primary or excess coverage
peting insurance companies (are) poses "disruptive consequences" to savings and loan executives into officers-decided to settle "The The London market has provided
absolutely excluded from the mar- the business of insurance, the brief purchasing junk bonds, leading to insureds want to do it " between $10 million and $25 mil-
ket' or there is a 'total refusal to states The decision "has thrown S&L failures Bowring (Bermuda) Ltd was the lion in D&O capacity between 1984
deal on any terms, the brief into doubt the most basic legal Although press reports put the broker for the D&0 coverage un- and 1991, according to a just-re-
argues However, the Supreme principles governing the business insurer contribution to the settle- derwritten by ACE and CODA leased D&0 survey by The Wyatt
Court "has never required such a of insurance on which the entire ment at $100 million, talks contin- Drexel's broker in London for its Co National Union generally has
finding," it says industry has relied since the enact- ued last week over the exact D&0 coverage is Gibbs Hartley offered up to $25 million in D&0

The brief notes the appellate ment of the McCarran Act, and amount Cooper Ltd capacity during the same years,
court also held that the McCarran- nothing at trial can alleviate that Court documents confirm that The D&0 coverage is led at Wyatt reported
Ferguson antitrust exemptions do disruption " two Bermuda policyholder-owned Lloyd' s by und erwri ter Al ec It was unclear last week whether

not extend to U S defendants' par- Other arguments made ln the de- facilities-ACE Ltd and Corporate Sharp a tailored financial institutions

ticipation in unregulated agree- fense brief include Officers & Directors Assurance Although Mr Rich did not reveal bond purchased by Drexel played
ments with the foreign defendants •US insurers and reinsurers Ltd -are negotiating to fund part the amount of coverage provided any role in the settlement negotia-
"The present record fails to indi- did not forfeit their McCarran- of the settlement, along with by ACE or CODA, ACE currently tions Such bonds are designed to
cate in any way that the insur- Ferguson immunity because of the American International Group Inc writes D&O limits of $50 million protect the policyholder from em-
ance industry will become less ef- involvement of foreign reinsurers, AIG's National Union Fire Insur- excess of $25 million CODA, ployee fraud, crime and infidelity
ficient if this court fails to expand and the appellate court's interpre- ance Co of Pittsburgh, Pa, was a which is managed by ACE Insur- They normally are not designed to
the McCarran exemption to in- tation of this issue would render Drexel D&0 insurer ance Management Ltd , writes $25 pay third parties
clude insurer conspiracies involv- the McCarran-Ferguson "nonsen- Also involved are Lloyd's of million of primary or excess D&0 This coverage was led at Lloyd's
ing unregulated foreign reinsur- sical and self-defeating " London syndicates and London in- coverage by Stephen Burnhope, underwriter
ance activity " • Insurers' agreements over cov- surance companies At least seven One issue to be decided before a for a non-marine syndicate man-

The brief also addresses the issue erage and terms of insurance are London D&0 policies-three from final settlement is which policies aged by Merrett Underwriting
of the state action doctrine, which not a boycott under McCarran- 1988-1989 and four from 1989- will cover which activities Agencies Management Ltd Na-
provides immunity from antitrust Ferguson This issue "plainly de- 1990-are at issue in the talks, ac- ACE began in 1985 offering D&O tional Union also wrote a portion
laws if an anticompetitive act re- serves this court's review " cording to the court documents limits of $50 million excess of $50 of this coverage, sources say
flects a state's policy and if a state • The state action doctrine ap- Further details of each insurer's million or an amount equaling un-
supervises the anticompetitive plies to the plaintiffs' allegations participation were not available derlying D&0 coverage with a Internatzonal Editor Stacy Shapiro
practices The 9th Circuit over- dealing with the development of Whether the settlement is fina- minimum attachment point of $25 m London contnbuted to th;s re-
turned Judge Schwarzer's dis- the CGL form • lized may depend in part on million pon



Tax proposal Meanwhile, the tax package with special taxes, the measure Update
likely will not include changes to would round off this age require-

Contmued.from page l the basic 401(k) non-discrimina- ment to 59
small minority of employers, the tion test, which is known as the • Giving employers earlier no-
safe harbors would be helpful But "200% or two percentage points" tice concerning the merease m the Superfund action group formed
for the vast majority of employers, test maximum annual benefits that can

WASHINGTON-A new busmess group lS working to elimmate thequalifying for the safe harbors Various changes to the basic be funded through a defined bene-
would require a substantial in- non-discrimination test were pro- fit plan and the annual contribu- retroactive liability provision of the federal Superfund act

crease in contributions and costs posed earlier by House Ways and tions that can be made to defined The Superfund Action Coalition wants the provision dropped when

Incurring new costs is not some- Means Committee Chairman Dan- contribution plans, like 401(k) Congress reauthorizes the Comprehensive Environmental Response,

thing many employers would want tel Rostenkowski, D-Ill, and the plans Compensation & Liabllity Act in 1994

to do in the current economic eli- Bush administration (BI, Feb 3, Currently, the IRS announces in- The business-backed lobbying group favors eliminatmg liability for
any non-willful release of potentially hazardous materials before 1986,mate," said Frank McArdle, a con- July 1, 1991) creases in the so-called 415 limit

sultant with Hewitt Associates in However, the tax package is ex- and 401(k) deferral limit in late said Anne Ligon, assistant general counsel of the Washmgton, DC-

Washington, D C pected to include provisions that January These increases match the based group The group advocates levying a broad-based industrial tax

For many employers, the cost of would eliminate a favorable rise in the Consumer Price Index to pay for cleanups, if necessary, said Ms Ligon, who is with William H

increasing contributions would far method of taxation-known as during the previous year Bode & Associates, a Washington, D C -based law firm

outweigh any savings gained bY five-year forward averaging-for Employees who want to contrib- It also favors creating a Superfund oversight board of scientists
to ensure that cleanups are performed cost-effectivelynot having to run the 401(k) non- employees who take lump-sum dis- ute the maximum amount to their

discrimination tests, Mr McArdle "The assessment of liability for blameless industrial activity that

added 1 occurred 20, 50 or even 100 years ago has mired down Superfund in

One change that would help em- A provision in the package would let employers massive litigation that drains resources that should be spent on

ployers with 401(k) plans also is cleanup," the coalition says in its goals statement

included in the tax package the know at the start of a plan year how much While the group now only represents busmesses, Ms Ligon said the

House will consider, benefit lob- high-paid employees could contribute to a 401(k) group hopes to attract municipal and state governments, trade associa-
byists say

tions and labor unions

Under this change, employers plan without failing the non-discrimination tests,
would compare the salary deferrals says Foster Higgins' Mr. Saveth. New safety standard published
made by lower-paid employees
during the previous year with WASHINGTON-The Occupational Safety and Health Administra-

those contributions made by high- tion expects its new safety standard for hazardous chemicals to prevent
paid employees in the current year tributions from pension and sav- 401(k) plan now often must adlust about 264 deaths and 1,534 1njunes annually at a cost of $888 7 mllhon

By contrast, Internal Revenue ings plans Instead, lump-sum dis- their contribution levels after the in each of the first five years of implementation

Service regulations now require tributions would be treated as IRS announces the maximum in The process management safety standard, which was published last

employers to compare the current- regular income January week and will take effect m mid-May, covers nearly 140 specific chemi-

year contributions of the two Such a change would be unfair to Under the proposal in the earlier cals The standard requires employers to undertake a systematic review

groups This requires employers to employees who, for example tax package, the cost-of-living ad- of potential mishaps durmg processes that involve the identified sub-

constantly monitor the 401(k) con- planned to retire and take their }ustment would have to be an- stances and to determine what safeguards are necessary to prevent the

tributions made by members of the lump-sum distributions to pay off nounced well before the end of the release of hazardous chemicals

two groups a mortgage or use the lump sum as year The rule also requires employee participation m the hazard analysis
If lower-paid employees do not a down payment on a retirement The tax package is expected to process, written operating procedures, employee training, pre-startup

contribute as much as expected, home, according to Mark Ugoretz, include a provision that would safety reviews, comphance audits and mvestigations within 48 hours of

employers in midyear may have to president of the ERISA Industry make permanent Section 127 of the incidents that result m release of the chemicals covered by the stan-
dardcut back the maximum contribu- Committee, a Washington, DC- Internal Revenue Code, which

tions that can be made by high- based benefits lobbying organiza- allows employers to reimburse an According to OSHA, the new standard primarily will affect manufac-
turers of chemicals, transportation equipment and fabncated metalpaid workers or return excess con- tion representing large employers employee on a tax-free basis for up

tributions to these workers, a The fate of several other pension to $5,250 in qualified educational products, as well as electric, gas and sanltary services, warehouses that

messy administrative task provisions that were included in expenses annually Section 127 store farm products, and certain segments of the retail market OSHA
estimates that compliance will cost an average of $888 7 million durmgBy comparing prior-year contri- earlier versions of the tax package now is set to expire on July 1
each of the first five years of implementation and $4058 million duringbutions by lower-paid employees also wasn't certain last week In previous years, Congress has

to high-paid employees' current- Those provisions include allowed Section 127 to expire and each of the next five years
These costs would be at least partially offset by reductions m acci-year contributions, employers • Eliminating certain "half- then retroactively restored it

would know at the start of a plan year" provisions that govern the A permanent extension would dents and Increases ln productivity, said Dorothy L Strunk, the acting
year how much high-paid employ- age at which employees must make eliminate what has been the con- assistant secretary of labor who heads OSHA

ees could contribute to the plan certain benefit decisions stant uncertainty for employers
without failing the non-discrimin- For example, employees gen- and employees on whether educa- Briefly noted
ation tests, said Henry Saveth, a erally now must be at least age tional assistance benefits will re-

The High Court m London will decide Wednesday whether to placeprincipal with A Foster Higgins & 5916 to receive lump-sum pension main tax-free, Mr Ugoretz com-
Co Inc in New York distributions without being hit mented four msolvent insurers owned by London United Investments P.L.C.

into provisional liquidation Separately, a trial begins in the High Court

Termination losses amount to $1.05 billion for 1991 today to decide whether a British guaranty fund must pay 90% of the
claims filed by North American accountants and lawyers that the four
companies cannot pay A state-appointed panel studying workers
compensation rates in California may advise state lawmakers to

PBGC's deficit increases ehminate the standard expense ratio from the rate msurers can charge
Insurance Commissioner John Garamendi already has made a similar
proposal (BI, Feb 10) Basing the rate on only average lost costs would
create a more competitive market by forcing insurers to keep their

WASHINGTON-The Pension to recover after the two airlines representing a serious risk of loss expenses down, say members of the panel, which is to make its final
Benefit Guaranty Corp 's losses ceased operations to the PBGC

recommendations on April 1 Employers can advance additional
from terminations of underfunded In all, the PBGC reported a net During fiscal 1991, the PBGC contnbutions to defined contribution pension plans-without vio-
pension plans continue to widen, loss of $542 million in fiscal 1991, paid $512 million in benefits to latmg Internal Revenue Service rules-to make up for losses resultmg
resulting in a big net loss for fiscal an improvement over fiscal 1990's 142,000 retirees covered by under- when regulators take over insurers that sold the plans guaranteed m-
1991 and a sharp rise in the $780 million net loss PBGC's funded terminated plans the vestment contracts However, an employer finst must receive special
agency's deficit losses last year would have been agency has taken over That's up permission from the Labor Department, the IRS says California

Termination losses, which in- greater except for a huge gain in 38% from fiscal 1990, when the Gov Pete Wilson has overruled the state administrative law agency's
clude the termination of pension investment income Investment in- PBGC paid $371 million in benefits rejection of new regulations to implement Proposition 103's insurance
plans sponsored by Eastern Air- come last year surged to $945 mil- to about 112,500 retirees "charge" rollback provision The governor's action clears the way for a
lines Inc and Pan American World hon, compared with investment And, the PBGC expects to even- hearing scheduled to resume today on Commissioner John Garamendi's
Airways, both of which ceased op- losses of $90 million in fiscal 1990 tually pay benefits to 183,000 inch- order that 20th Century Insurance Co refund $106 million to its policy-
erations last year, climbed to $1 05 viduals who have not yet reached

1billion in the year ending Sept 30,
holders Wind, hall and flooding, this year's first catastrophe,

retirement age but were partici- caused an estimated $35 rmllion of insured property damage Feb 9-12
1991, up 12% from $938 million in The PBGC is pants in plans the PBGC has taken to portions of California and Texas, reports the Property Claim Services
fiscal 1990, according to the over The agency also estimates lt
PBGC's annual report 'increasingly division of the American Insurance Services Group Los Angeles Su-

eventually will pay benefits to an- perior Court Judge Kurt Lewm has given final approval for the pur-
The three Pan Am plans alone vulnerable to large other 47,000 participants in plans chase of Executive Life Insurance Co. by Altus Fmance and Mutuelle

have about $700 million in un- the agency projects will terminate
funded benefits, while the seven losses,' according to Assurances des Artisanale de F'ranee The Judge's action permits imme-

Meanwhile, in another PBGC-re- diate transfer of most of ELIC's junk bond portfolio to the French group
Eastern plans have about $575 Mr. Lockhart. lated development, LTV Corp , for a cash payment of $3 25 billion and also paves the way for policy-
million in unfunded benefits which has been waging a 51/2-year holder habilities to be transferred to the new Aurora National Life

The PBGC, though, expects to legal battle with the PBGC over Assurance Co Hearmgs to approve details of the transfer plan begm
recover a significant portion of the the custody of ltS three massively Tuesday m Los Angeles AUS Food and Drug Administration ad-
Eastern pension liability from its The agency's accumulated deficit underfunded pension plans, has vlsory panel has recommended that silicone gel breast implants re-
parent, Continental Air Holdings -the difference between benefits filed a new reorganization plan main available without restriction to breast cancer patients But, it has
Inc , though Continental is in it has guaranteed to participants of that calls for a substantial initial recommended unspecified limitations on the use of implants for purely
Chapter 11 bankruptcy proceed- terminated underfunded plans and cash payment to its pension plans cosmetic purposes The U S Environmental Protection Agency says
ings (BI, Dec 10, 1990) The PBGC total assets-widened to $2.32 Under the reorganization plan, it w111 release by April 28 a regulatofv proposal amending the Resource
has filed $752 million in claims billion as of Sept 30, up from $1 78 LTV, which filed under Chapter 11 Conservation and Recovery Act's definition of hazardous waste,
against Continental in connection billion a year earlier in 1986, would make an initial cash which currently includes any waste mixed with or derived from a sub-
with the terminated Eastern plans "Despite aggressive efforts to payment of $1 5 billion to the stance that is officially classified as hazardous Coopers & Lybrand

The PBGC has been less san- prevent losses and build a finan- plans LTV then would make an- and other defendants have settled with former bondholders of failed
guine about the prospects for re- cially sound insurance program, nual contributions of at least $50 MiniScribe Corp after a state district court judge last week set aside a
covery from Pan Am, which also PBGC is increasingly vulnerable to million, with additional annual lury verdict and a $550 5 milhon damage award (BI, Feb 10) The
filed for Chapter 11 reorganization large losses and its exposure is contributions tied to cash flow American Insurance Assn. has created a special committee to review
but is now liquidating growing," said PBGC Executive over the next 30 years the AIA's workers compensation reform efforts The National Or-

The PBGC in 1990 actually Director James B Lockhart III The LTV plans now are under- ganization of Life & Health Guaranty Assns. has named Jack Blaine
booked losses from Eastern and The annual report notes that funded by more than $3 billion as acting president, succeeding President Eden Sarfaty, who resigned
Pan Am as probable terminations about 80 companies in various de- The plan still must be approved Mr Blaine, a former president of the Reinsurance Assn of Amenca and
Last year, the PBGC revised down- grees of financial difficulty now by LTV creditors and aUS Bank- vp/general counsel of the American Council of Life Insurance, will serve
ward by several hundred million sponsor pension plans with about ruptcy Court in New York until next January while NOLHGA searches for a permanent president
dollars what the agency expected $13 billion in unfunded benefits, -By Jerry Geisel
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1992 won't be vintage year Bi Insurance Index

for insurance brokerages
810

790 A

770

By LEONARD M. WILSON Lost business should be maintained at 4% ternational revenues might fall short of the
to 5% of commissions Closer attention to budgetSpecial to Business Insurance
keeping existing clients proved effective Assembling the varying components of

BUDGETS FOR THE PUBLICLY owned during the past year In addition, modest top-line growth, we incorporate a revenue
730

insurance brokers for 1992 are now in erosion of pricing has diminished the incen- gain of 3% to 4% for 1992 Risk Adverse's
place tive for clients to shift allegiance, in contrast managers fervently covet a faster rate of ---710

Risk Adverse, our fictitious composite in- to the first three years of the competitive growth but, unlike past years, there are vir-
690

surance broker, has also completed its think- market when prices were dropping more tually no business activities that compensate
ing about 1992 Stressful might be an apt de- steeply As a consequence, net new business for the soft market or provide a cyclical 670
scription of the budgeting process in the toils -defined as gross new business less lost counterweight
of a soft market that won't go away business-should amount to 5% to 6% of Profit center managers have their feet to 4 syyfy#4*4*

Before jumping into our budget assump- commissions the fire, given another year of unprepossess-
tions for 1992, we have gingerly cast a back- Reinsurance brokerage is not a large profit ing revenue growth Managing Costs in a set- Base = 100 on Dec 29.1978
ward look at our forecast for 1991 We were center for Risk Adverse, but in the past it has ting of tepid momentum is difficult at best Source Nordby International Inc
on the mark with expectations of a continu- contributed nicely to operating results Rein- Head counts will not move up, and top man-
ing competitive market The 1991 profit plan surance pricing currently displays stability, agement intends to scrutinize very carefully Insurance industry stocks stumbled last week
presciently allowed for a modest slowing in based on discussions with Industry contacts ma]or staff additions Other operating ex- as the Business insurance Index fell 21.1 points
net new business and an easing in investment Primary company retentions exhibit no evi- penses will be restrained as well Notwith- to 780.8 on Feb. 21 from 801.9 on Feb. 14. Ad-
income due to declining short-term interest dence of movement downward As a result, standing, inflation creep and merit raises vancing issues were led by Poe & Associates,
rates We did, however, underestimate the reinsurance brokerage commissions are should result in a 4% to 5% advance in total up 7.4%; USLICO Corp., up 5.7%; and Reliance
negative effect of the recession on brokerage likely to be flat or up no more than a few expenses Group Holdings, up 5.6%. Declining issues fol-
commissions (see story, page 3) percentage points Pretax margins can be expected to narrow lowed United Healthcare Corp., down 10.6%;

A struggling but gradually improving ec- Benefit consulting fell prey to the recession slightly again in 1992, and remain well below Nobel Insurance Ltd., down 10 3%; and NAC Re
onomy frames the budget for 1992 The first late in 1991 Growth in revenues continued, the level potentially attainable in a better Corp., down 8.6%. The most active issue for the
half of the year should witness sluggish gross but at a diminished rate For 1992, the bud- operating climate Net income, a function of period was U.S. Healthcare, with 4.1 million
national product growth of around 1% By get anticipates a 7% to 8% rise in benefit weak top-line gains and the rise in expenses, shares traded. The B/ Index was down 2.6%; the
the second half of the year, GNP gains of 3% consulting billings Corporate America is should be flat or up no more than a smid- New York Stock Exchange Composite was
to 4% on an annualized basis are possible In- currently on a binge of cost cutting Some geon down 0.3%; the Standard & Poor's 500 was
flation has eased, and should run at 3 5% as benefit prolects are eminently postponable, The budget does not view 1992 as a vintage down 0.3%; and the Dow Jones 30 Industrials
measured by the Consumer Price Index but the steep rise in health care expenses and year for the brokerage The relevant theme was up 1.1%.
Short-term interest rates currently reflect a such thorny cost problems as post-retirement seems to be "keep an eye on the horizon " We
policy of monetary stimulus and, therefore, medical benefits could provide upside sur- hope the horizon will not recede
averaged over the year could be below the prises for benefits activity

British Issues
Maintaining underlying momentum

level of 1991 Investment income is being hurt by the low against the tough competition should put the 1 Week

The Risk Adverse budget envisions no end level of short-term interest rates, with small firm in a solid position to reap the higher Feb. 20 Pri©e P/E Div Yield High--Low

Companies penceto the competitive insurance market in 1992 help from feebly rising premium volume profits inherent in a hard market when it ar- pence % pence pence

Premium rates across the book of business Year-over-year, Risk Adverse expects appre- rives Cash flow remains strong, morale is Comml Union 446 14/M 30 7 69 451 -441

may decline something like 5%, despite firm- ciably reduced investment income in the first still upbeat and technical skills are honed to Gent Accident 428 N/M 35 7 83 428-420

ing in selective lines like workers compensa- half of the year and flattish investment in- a fine edge by the more difficult operating
Gdn Royal E*ch 123 KM 159 129 123--120

Royal 226 N/M 347 153 232--226
tion, aviation and marine insurance come in the second half On balance, for the environment

Sun Alliance 273 N/M 18 7 68 276- 273

There are few optimists about the outlook full year, investment income could decline by
Brokers

for 1992 Many analysts point to robust sur- as much as 10%
Bradstock 166 187 63 38 166- 165

plus growth for the property/casualty insur- International insurance brokerage should
CE Healh 448 157 345 7 7 448-445

ance industry as a force for ongoing rate grow faster than domestic brokerage, but not Hogg Group 175 104 107 61 176- 175

pressures Thus, Risk Adverse's budget is by much Premium rates outside the United JIB Group 189 157 100 53 189 189

conditioned by the prevailing spirit of cau- States are not especially robust, with a few Lloyd Thompson 242 24 3 60 25 244 242
tion exceptions International commission income Leonard M Wilson ts a Lowndes Lmbrt 352 174 153 43 352 345

New business for 1992 15 projected at 10% may increase 5% to 6% for the year, assuming j senior up wzth Lazard PWSHoldings 68 74 53 78 6& 48

of commissions This figure holds up under a stable dollar However, the dollar could Asset Management Inc He Sedgwick Grp 215 204 160 74 218- 215

the scrutiny of last year's performance Bro- strengthen m the second half of the year as ts a member of the New
Steel Bal Jones 298 15 8 16 3 55 298-298

Willis Carmon 244 129 17 6 72 251 -244
ker-of-record letters and prospects in the U S interest rates edge up and the economy York Society of Secunty
pipeline also lend confidence to the estimate gathers momentum Under this scenario, in-   Analysts Source Phiip Olsen, Insurance Industry Analyst, london

Bi Industry Stock Report
FEBRUARY 18,1992 THROUGH FEBRUARY 21, 1992

BROKERS Weekly Year to Date Annual Mkt Bk Weekly Year to Date Annual Mkt Bk

Pnce % change % change H,gh Low Vol (000) $ Div % Yield P.E Book value vallie Pice % change % change High Low Vol (000) $ Av % Yield P E Book value value
 Alexander & Alexander NYS 2075 3.49 122 2750 1800 663 1 00 4 82 83 9 77 2 12 Markel Corp OTC 26.13 1 42 1875 28.00 1375 173 0.00 0.00 12 3.22 811

 Gallagher Arthur J & Co NYS 2400 0.52 726 2838 1900 23 064 267 18 5.88 4 08 Mutual Risk Mgmt Ltd NYS 3713 313 569 3750 1700 206 012 0.32 31

Frank B Hall NYS 363 333 14 71 550 313 57 0.00 0.00 5 5.24 469 NACRe Corp OTC 2650 862 1587 3300 21 75 175 016 060 12 1890 140

Htlb Rogal & Hamilton OTC 13.13 096 0.94 1750 1125 163 0.40 3.05 22 356 369 Navigators Group OTC 46.00 213 1220 48.25 26.00 12 000 0.00 25 1352 3 40
Marsh & Mclennan NYS 75.00 099 783 87.25 70.00 482 260 347 18 14 77 508 Nobel Insurance LTD OTC 438 1026 938 5.25 3.00 6 0.00 0.00 6 776 056

Poe & Associates OTC 1450 741 2083 1450 6.88 48 0.40 2.76 16 252 5 75 NWNL Companies NYS 2988 0.83 402 38.50 1863 82 140 4.69 8 4273 070

BROKERS AVERAGE 02 10 24 2 Ohio Casualty Corp OTC 5575 113 1263 58.25 40.00 135 2 48 4 45 9 3638 153

Old Republic int I NYS 3938 096 10.92 40.50 23 63 88 072 183 8 3309 119

CONGLOMERATES & HOLDING COMPANIES Or,on Capital Corp NYS 32.38 0.39 2 37 34.00 18 75 36 092 284 9 20.42 159

«40< ...i ' : .
Phoenix RE Corp OTC 1025 238 238 1175 8.50 18 020 195 41 1330 0 77

' Berkey W R Corp OTC 35.75 0.70 1721 36.25 23.50 129 032 090 15 2389 150 Provident Life OTC 2150 2.27 753 2450 1675 238 100 465 8 25.88 083

Berkshire Hathaway Inc NYS 8700.00 0.57 3 87 8700.00 242.50 0 000 000 37 4612 00 189 Re Capital Corp ASE 1350 182 609 1863 1350 24 0.20 148 11 1505 090

ITT (Hartford Group) NYS 61 38 2 72 6.28 63 00 50 00 1405 184 3.00 10 6401 096 Reliance Group Holdings NYS 4.75 5.56 15.15 713 3.50 14 0.32 674 3 5 61 0.85

Sears (Allstate) NYS 43.88 0.28 1584 45.13 3025 3911 2.00 4.56 13 3738 1.17 RLI Insurance Com NYS 19.63 063 1894 1988 1188 18 0 48 2 45 9 1441 136

CONGLOMERATES AVERAGE 06 89 21 0 St Paul Companies NYS 7200 086 120 75.75 57 13 194 2 72 3 78 8 52.00 138

SAFECO Corp OTC 47.75 104 205 50.00 35.50 705 1 48 3 10 12 3150 152

t INSURERS/REINSURERS SCOR U S Corp NYS 1788 205 1626 18.88 1163 5 0.24 134 10 1119 160

Se bels Bruce Group OTC 4.50 5.26 1818 8.88 438 104 036 800 2 735 0 61

AEGON N V NYS 68.38 0.73 2.32 71 75 54.75 2 230 336 7 N'A N/A Selective Ins Group OTC 1900 2.70 1343 19.00 13.75 410 104 5.47 9 1891 100

Aetna Lile & Casualty NYS 44.75 298 170 49.13 31 88 1385 276 617 10 6423 070 Statesman Group Inc OTC 5.88 408 217 6.88 213 445 0.00 0.00 4 248 237

Allied Group inc OTC 2025 519 1912 21 50 13.25 498 056 277 8 1150 176 Toloo Manne & Fire OTC 42.38 314 1772 55.25 40.50 17 000 0.00 70.93 060

American General NYS 4100 030 787 44.75 36 00 845 2.08 5 07 10 37 14 1 10 Torchmark Corp NYS 5675 0.66 194 61 50 46.50 279 160 282 12 1670 3 40

American Indemnity/Fin I OTC 663 5.36 39.47 9.25 4 SO 1 008 121 6 1293 051 Transamenca NYS 4000 504 031 42.88 31 25 622 200 5.00 16 3656 109
American International NYS 8763 154 1093 102 00 78.63 1352 048 055 12 45.34 193 Transallantc Holdings NYS 37.38 066 3.86 39.63 29.00 13 024 064 12 1838 2.03

Aon Corp NYS 4400 233 1104 44 38 33.50 331 160 364 12 1850 2 38 Travelers Corp NYS 21.25 3.95 173 25.38 17 25 1573 160 753 7 41 44 051

Argonaut Group OTC 26.00 545 947 33.38 21 75 109 068 2.62 8 48.26 054 Trenwick Group Inc OTC 3050 0.83 702 30.75 2300 28 072 236 11 2171 140

AVEMCO Corp NYS 27.25 136 900 2763 1850 26 0.40 1 47 20 955 285 United Fire & Casualty OTC 49.38 3.95 9 72 58.00 40.00 2 132 267 10 35.39 140

Baldmn & Lyons Inc OTC 2650 0.93 2.91 27 50 21 25 9 028 106 7 24.29 109 USF&G Corp NYS 938 3.85 2931 1250 563 1064 020 213 4 1196 078

Belvedere Corp ASE 450 2.86 38.46 538 2.63 29 004 0.89 13 765 059 UNUM Corp NYS 73.88 0.00 8.80 81 25 55.00 436 104 141 12 37 25 198

Chandler Insurance OTC 388 606 19 23 4.75 2.13 100 000 000 2 595 065 USLIFE Corp NYS 42.50 3.95 1123 4788 3350 121 164 386 9 6034 070

 Chubb Corp NYS 6813 206 1153 78.00 60.75 908 148 2.17 11 35.19 194 Unitrin OTC 3388 181 5.24 4150 3100 149 100 295 13 3070 110
& CIGNA Corp NYS 5600 2.75 8.38 6175 4125 1117 304 543 11 7315 0 77 USLICO Corp NYS 1850 571 0.00 2100 1700 41 100 541 88 29 44 063

m. CNA Financial Corp NYS 80.25 031 1811 104 50 75 50 86 0.00 0.00 8 7023 1 14 Washington National NYS 1763 6.00 1102 19.25 13.25 25 108 613 8 2686 0.66

./ Continental Corp NYS 26.88 3.15 271 30 50 23.25 485 260 967 27 37.83 0 71 Zenith National ins NYS 1500 476 1111 1850 1375 58 1 00 6 67 7 1314 114

EXEL Ld NYS 3400 216 933 40.25 27.38 602 0.90 265 7 N/A N/A INSURERS REINSURERS AVERAGE 13 19 33 102

Fund American Corp NYS 6700 2.90 411 70.25 57 75 89 068 101 18 3611 186

Fremont General Corp OTC 2325 2.20 4.62 2600 1550 346 100 430 6 1913 1 22 HEALTH MAINTENANCE ORGANIZATIONS
4 Frontier Insurance Group NYS 2963 166 972 30.50 1819 48 000 0.00 11 1120 265

ct Gainsco Inc ASE 1463 0.86 446 1500 5.88 11 004 027 18 3.37 4 34 FHP Internat,onal OTC 1525 8.27 7.02 2975 988 1026 000 0.00 14 5 44 280

S General RE Coip NYS 91.75 355 994 104.75 8500 513 180 196 12 3750 245 HMO Amenca Inc OTC 2100 8.20 25 37 2488 750 715 000 0.00 22 061 3443

Guaranty Natonal Corp NYS 1500 084 3.45 1700 1263 139 048 320 l 1 N/A N/A Pacthcare Health Sys OTC 54.50 684 3797 6250 21 50 1305 000 000 21 655 832

Hanover Insurance Co OTC 37 75 066 5.59 42.75 27.13 6 044 117 16 37.44 1 01 Safeguard Health Enter OTC 12.38 206 32.00 1238 463 209 0.00 0.00 21 353 351

0 Haneysville Group OTC 2075 0.00 2.35 2325 16.75 27 064 3.08 10 2299 090 Sierra Health Services ASE 2375 0.53 28.38 2950 1238 154 0.00 0.00 13 178 1334

Hartford Steam Boiler NYS 48.25 -0 77 1609 63.75 47 25 98 200 415 14 1705 2.83 Unitedj Healthcare Corp NYS 7913 10.59 621 93.00 2938 936 006 008 33 3 76 21 04
Kemper Corp NYS 3350 496 1213 46.13 28.50 694 092 2 75 8 34.20 0 98 United Medical Corp ASE 7.25 0.00 3.57 1088 5.88 23 0.20 2 76 23 879 082

/ Lawrence Insurance Group ASE 1000 123 1011 11.13 6.75 5 048 480 16 4 71 212 U S Healthcare OTC 4950 704 1928 57 75 21 25 4094 056 113 24 338 1464

2 Liberty Corp NYS 2200 3.30 0.56 23 75 19.50 17 048 218 12 23.86 0.92 HMOS AVERAGE 48 200 05 21

Lincoln National NYS 5588 176 205 61 00 45.38 234 292 523 12 4516 124 ALL COMPANIES AVERAGE 13 79 28 9

System des,gn' Nordby Intemallonallne.



For nearly a century and a halt the Shield has been poised
not to do battle but to defend-

Protecting business and home. property and possessions.
A worldwide symbol of an organization with a rich history

as legacy. And a bright future as promise.
Strong. Stable. Steadfast.
Royal Insurance. Your shield against the unexpected.
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I Royal Insurance

YOUR SHIELD AGAINST

THE UNEXPECTED.
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