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Storm losses near $300 miillion

By JOANNE WOJCIK
and AMY SLOTEMAKER

Insured losses from winter storms

that have ravaged several Western
states since late December are nearing
$300 million, though uninsured losses
exceed that amount.

The latest insured loss estimates don't
include widespread flood damage,
which is excluded under standard per-
sonal and commercial property insur-
ance.

Commercial crop damage is expected
to be minimal, despite growers' expo-
sure to flooding, because the inclement
weather occurred during the winter
dormant season for most crops.

Yet some food processors are con-

Expert tips to defuse

cerned that failed refrigeration units
and roof collapses on storage facilities
will generate future losses.

Nineteen counties in Washington,
five in Oregon, 13 in Idaho, 37 in Cali-

fornia and four in Nevada had been de-
clared federal disaster areas as of last
week.

The Property Claims Services divi-
sion of American Insurance Services
Group of Rahway, N.J., last week esti-
mated that insured losses from the
storms totaled $280 million, which sur-
passes its initial estimate of losses in
the range of $125 million to $250 mil-
lion (Ell, Jan. 6).

Most of the insured property damage
was caused by strong winds, snow and
ice and heavy rains.

mail bomb risks

Subsequently, the combination of
mild temperatures and heavy rain sped
up the snow melt, causing numerous
rivers and streams in the Pacific North-
west to overflow.

And "while the proportion of total
damage covered by the private market
is not large," when compared with oth-
er natural disasters, "the volume of
claims to be handled by insurers is sig-
nificant." said Gary Kerney, assistant
vp of PCS.

He estimates that more than 180,000

property insurance claims will be filed
from the storms.

Most of the commercial losses in cen-

tral Washington have been caused by

Updates

Fatal Comair crash on heels

of bad 1996 aviation loss picture

CINCINNATI-Commuter airline Comair has
$200 million in combined hull and liability insur-
ance to cover losses arising from Thursday's fatal
crash of a turboprop plane outside Detroit.

New York-based United States Aviation In-
surance Group is the lead underwriter on
coverage for Comair Holdings Inc. placed in
March by Willis Corroon Aerospace in Chicago,

according to Department of Transporta-
tion documents. Other membens of the under-

writing consortium include the American
Home Assurance Co. in Atlanta; Indemnity

rkir

See Updates on net page
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the heavy weight of ice and snow on Reno, Nev., firefighters rescue people trapped in a local
See Flood on page 53 motel by rising water from the flooded Truckee River.

Departing OSHA chief
touts agency's rei nvention

By MARK A. HOFMANN

WASHINGTON-Hard to anticipate,
often disguised and frequently deadly all
describe mail bombs.

Fortunately, mail bombs also are rela-
tively rare and manageable risks, say se-
curity experts. But a rash of mail bombs,
seven on Jan. 2 alone, has heightened
awareness of this invidious exposure
and placed new urgency on recognizing
and responding to mail bombs.

Mail bombs are not daily occurrences
in the United States. According to a
spokeswoman for the U.S. Postal Inspec-
tion Service, only 13 mail bombs of all
types were investigated during the fiscal
year that ended last Sept. 30. The in-
spection service says the average annual
number of investigations in recent years

has been 16, minuscule considering the
postal service processes about 170 bil-
lion pieces of mail a year. But during the

current fiscal year, 12 mail bombs have
been found.

"Given the vast amount of mail that
goes through the U.S., you'd have to put
it on a numerical basis as kind of rare,”
said Mayer Nudell, an independent secu-
rity consultant based in Falls Church,
Va., and co-author with Norman An-
tokov of "The Handbook for Effective
Emergency and Crisis Management."

But, added Mr. Nudell, "consequences
could be very high."

Fortunately, none of the January mail
bombs exploded before being detected
and disarmed. Four of the bombs, dis-
guised as Christmas cards, arrived at the

See Bomb on page 44

Stamping out mail bombs

Mail bombs sometimes can be identified by these characteristics:

.. =fisidedenvelopes
«Marked.-personal” 1724 64.8 51 \f-

gid, une en or .
Unprofessionally

wrapped parcels

marked 'Fragile"
or "Rush"

Distorted handwriting
or cut and paste lettering

Irregularly shaped
/ packages with soft
spots or bulges

Postmark that differs -\\

from the return address

«,. Excessive
postage

Protruding wires
aluminum foil,
oil stains or cdors

Missin or fictitious return address

TO SUBSCRIBE CALL

1-800-678-9595

By MARK A. HOFMANN

WASHINGTON-As Joe Dear trades a
job in Washington, D.C., for one in Wash-
ington state, he leaves a legacy of "rein-
venting" the often-criticized Occupational
Safety and Health Administration.

"Reinvention put OSHA on a new
course," said Mr. Dear, the assistant U.S.
secretary of labor for occupational safety
and health, at a press briefing last week.
Mr. Dear, who stepped down as OSHA head
last Friday after more than three years at
its helm, will become chief of staff to Gov.
Gary Locke, D-Wash., this week.

Mr. Dear stresses, however, that a new
course does not mean a new destination for

OSHA, which remains committed to im-

State targets

Oklahoma to probe
health plan complaints
By JERRY GEISEL

OKLAHOMA CITY-Self-insured em-
ployers in Oklahoma that refuse to cooper-
ate with state Insurance Department re-
guests for information about their health
care plans could become the targets af a U.S.
Department of Labor investigation under a
two-year pilot program agreed to last week
by Oklahoma and federal officials.

Under the program-which is. being
viewed with concern by business groups-
the Labor Department is authorizing the
Oklahoma Insurance Department to directly
follow up with employers after receiving re-
guests for assistance on claims dispules from

proving safety in the nation's workplaces.
Instead, reinvention of OSHA means mov-
ing away from the agency's traditional and
much-criticized reliance on fines and sane-
tions against employers to a more collabo-
rative effort between the safety regulators
and the stakeholders in the process: namely
business and labor.

Of necessity, reinvention also meant do-
ing more with less, noted Mr. Dear. That
has resulted in focusing enforcement efforts
on serious safety hazards rather than pa-

perwork violations and other minor infrac-
tions.

Mr. Dear credited the reinvention efforts
for the fact that OSHA emerged from the
104th Congress unscathed.

See Dear Joe on page 53

self-insurers

employees covered by self-insured plans.
If an employer refuses to comply, such as
by not providing benefit plan documents to

state officials, the Dallas regional office of
the U.S. Office of Pension and Welfare Ben-

efits Administration will write a letter to the
employer confirming its agreement with the
Oklahoma Insurance Department and re-
questing that the employer cooperate with
the department.

If that fails, the PWBA, the federal bene-
fits regulatory and enforcement agency,
would consider opening an investigation and

possibly issuing a subpoena to obtain the
documents.

The PWBA could share this information
with the Oklahoma Insurance Department if
that would help the PWBA resolve issues
initially raised with the Insurance Depart-

See Oklahoma on page 54
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Updates
USAIG leads Comair coverage

Continued from previous page

Insurance Co. of North America in New York, a unit of CIGNA Corp.;
Lloyd's of London; three Paris-based insurers, Assurances Generales de
Franee, GAN Incendie Accidents and La Reunion Aerienne; and Aero
Assurance Ltd. in Hamilton, Bermuda, the documents indicate.

A spokesman for USAIG said the company had not yet established a
liability reserve.

Although Atlanta-based Delta Air Lines Inc. owns 20% of Comair and
Flight 3272 was operating as the Delta Connection, the commuter airline
has its own policy and is not covered by Delta's insurance, a Delta
spokesman said. Comair was unavailable for comment Friday.

The Emb 120 Brasilia turboprop commuter plane, en route to Detroit
from Cincinnati, crashed in a snowstorm 18 miles from Detroit
Metropolitan Airport, killing all 26 passengers and all three crew mem-
bers. There are 318 such aircraft operating, 220 of them in theUnited
States, according to a spokesman for Embraer Aircraft Corp. in Fort
Lauderdale, Fla. The current value of the Comair aircraft would be $4.1
million to $4.3 million, the spokesman said.

The National Transportation Safety Board is investigating the cause of
the crash, and a spokesman said all possibilities--including ice and me-
chanical failure-will be explored.

Among those who died in the crash was Roger Bransford, managing
director of Watson Wyatt Investment Consulting in Atlanta. Mr. Brans-
ford, 52, joined Watson Wyatt last February and earlier worked for Tow-
terirs Perrin and William M. Mercer Inc. He is survived by his wife and

In another air incident, USAir Express Flight 5326 from Bangor,
Maine, to Boston crashed shortly after takeoff Friday. The commuter
flight, a Beechcraft 1900 twin-engine surboprop owned and operated by
Mesa Air Group Inc., reached 400 feet before crashing, injuring two of
the nine passengers, a spokeswoman for the Federal Aviation Adminis-
tration said. Two crew members were unharmed.

NTSB investigators are trying to determine the cause of the crash.

A spokeswoman for the Farmington. N.M.-based Mesa said the two in-
jured passengers were treated and released the same day.

The Comair crash marks the seventh fatal accident of an Embraer 120
in the past 20 years, according to London-based aviation analysts Air-
claims Ltd. Six were commercial passenger flights and one a military
flight, the last occurring in August 1995, when an Atlantic Southeast Air-
lines commuter flight plowed into a field in Georgia, killing eight (BI,
Aug. 28, 1995).

Meanwhile, 1996 appears to be one of the worst airline-loss years on
record, with airline hull and liability losses totaling $1.6 billion, up 25%
from 1995, according to Airclaims. A total of 1,306 passengers died in 11

accidents.

EEOC wins largest-ever verdict

DETROIT-The Equal Employment Opportunity Commission won its
largest: verdict ever in an Americans with Disabilities Act case last week
when a federal court jury in Detroit awarded a former trucker about $5.5
million because his company refused to accommodate him after he devel-
oped epilepsy.

However, the total award to Thomas Lewis was reduced to $491,931
after a $300,000 cap mandated by federallaw was applied to the $5.3
million awarded for compensatory and punitive damages. The trucker
also received $191,931 in back pay.

The Troy, Mich.-based company, now known as Commercial Carriers
Inc.,plans to appeal, said Fred Batten, an attorney with Clark Hill P.L.C.
in Detroit. The company is a subsidiary of Ryder Systems Inc. in Miami.

Mr. Lewis, 45, drove a truck until he suffered a seizureathome in 1989.
Because federal transportation rules prohibited him from working as a
driver, he asked the company to transfer him to a different job, said
David Whitcomb, his EEOC attorney.

Mr. Lewis went on unpaid leave and became eligible in Mamh 1993 for
a job loading automobiles onto railroad cars within a confined area.
Medical experts hired by Mr. Lewis ar.d the company said he could per-
form the essential functions of the proposed job safely, but the company
refused to give him the job. The company maintains he still poses a direct
safety threat to himself and his coworkers, especially because he some-
times would be working 18 feet above ground, Mr. Batten said.

PBGC aims to terminate plans

WASHINGTON-The Pension Benefit Guaranty Corp. will go to fed-
eral court this week to terminate three pension plans with about $185
million in unfunded liabilities sponsored by Anchor Glass Container
Corp., a financially ailing manufacturer in Tampa, Fla.

Anchor Glass, which filed for bankruptcy last year, is selling its assets,
which would remove Anchor Glass from the control of its Mexican par-
ent, Vitro S.A. The PBGC says Vitro has not supported Anchor Glass's
liquidity needs during bankruptcy, including making requined contribu-
tions to Anchor's pension plans. The agency has an $18.9 million lien on a
Vitro faciligy in Laredo, Texas, to cover pension contributions Anchor
Glass failed to make.

The three plans have a total of 15,600 participants. The termination of
the plans would be the largest since the 1993 PBGC takeover of several
Sharon Steel Corp. plans, which were underfunded by about $250 mil-

lion.

See Updates on page 54
Errors & omissions

» The Dec. 27 Directory of Managed Care Providers incorrectly stated
that Prudential HealthCare POS-Utah is licensed in the state of Utah.

* A listing in the Directory of Managed Care Providers abbreviated the
name of a health plan in Georgia. "BlueChoice Healthcare Plan/Blue-
Choice Option underwritten by HMO Georgia Inc." is the full name of
the plan.

KFC not liable for refusal
to meet robbefs demands

By ROBERTO CENICEROS

SAN FRANCISCO-In a case
followed closely by retail industry
risk managers, the California
Supreme Court has ruled that an
employee's refusal to comply with
an armed robber's demands does
not make shop owners liable for
custorner safety.

The ruling in Kentucky Fried
Chicken Of California Inc. vs. The
Superior Court of Los Angeles
County bars liability to customers
injured by the inaction or delay of

an employee during a robbery.

However, there is still potential
liability in cases where harm is
caused to a customer by an em-
ployee actively resisting or pro-
voking a robber.

While businesses applauded the
decision, some legal observers are
surprised by the high court's re-
versal of an appellate court deci-

They note that it runs counter
to a propensity for California

courts to place greater liability on
retailers and side with consumers.

Employers get guidance on reimbursements

IRS sets rules on adoption benefits

By JERRY GEISEL

WASHINGTON-Employers that
want to take advantage of a
change in federal law that allows
them to provide tax-favored adop-
tion assistance benefits programs
for their employees now have
guidance from the Internal Rev-
enue Service on how to operate
those programs.

Under a provision in tax legisla-
tion passed last year and effective
Jan. 1, employers can reimburse
employees for up to $5,000 of ex-
penses per adoption without that
reimbut-sement being added to

employees' taxable income. In the
case of an adoption of a child with
special needs, the tax-free limit on
employer reim-
bursementis
$6,000. Indi-
\ vidualswhho
adopt children
also are eligi-
I-1 ble for tax

21- credits.

Even without
the new tax breaks, a good num-
ber of large employers already
have programs that reimburse em-
ployees for a portion of adoption-
related expenses. A new Hewitt

Mattel recalling dolls
to patch up image

By SALLY ROBERTS

EL SEGUNDO, Calif.-Mattel
Inc. is self-insured for the costs of
recallingits Cabbage Patch
Snacktime Kids dolls, which on at
least 100 occasions have munched
on children's fingers and hair
rather than toy food.

Risk management experts agree
the recall is a good move, noting
that Mattel faced more of a public
relations exposure than product
liability risks.

As part of the voluntary recall,
which comes one week after it

said it would put a warning label

on all remaining and new dolls,
Mattel is withdrawing the prod-
uct from all retail shelves across
the United States, discontinuing
distribution and offering a full
cash refund of $40 to consumers
for any returned doll.

Since the Snacktime Kids doll
was introduced in August 1996,
about 700,000 have been dis-
tributed and 500,000 have been
sold, Mattel said. In addition to
the cost it will incur from retail-
ers, Mattel could pay out as much
as $20 million if all 500,000 dolls
are returned by consumers.

See Recall on page 52

In fact, the Supreme Court jus-
tices were sharply divided in their
opinions stemming from a 1993
robbery at a Redondo Beach,
Calif., KFC restaurant in which a
woman was held at gunpoint.
Four justices concurred, while
three others issued lengthy dis-
sensions.

Writing for the majority, Justice
Marvin Baxter said the public is
better served if robbers know
their victims do not have a legal
duty to comply with a criminal's

See KFC on page 54

Associates L.L.C. study of more
than 1,000 major employers found
that 23% offer an adoption reim-
bursement program.

Typically, corporate programs
reimburse employees for between
$2,000 and $2,500 of adoption ex-
penses, said Karol Rose, a princi-
pal with Kwasha Lipton L.L.C. in
Fort Lee, N.J. The cost of an adop-
tion ranges between $10,000 and
$30,000.

With the new tax breaks extend-
ed by Congress, more employers
are expected to add adoption as-
sistance benefit programs,

See Adoption on page 48
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Customers can get refunds for
Cabbage Patch Snacktime Kids.

Crain names new chairman

DETROIT-The board of directors of Crain
Communications Inc., publisher of Business In-
surance, has named Keith E. Crain chairman.

Keith Crain becomes the third chairman in the
company's 81-year history. Founder G.D. Crain
Jr. served as chairman until 1973, followed by his

Inside

« A court ruling requiring business to comply with illegal
demands only invites more crime. PAGE 8

* Insurers still are trying to determine the losses related
to an oil spill from a Russian tanker that broke apart off

the coast of Japan. PAGE 45

« A wrap-up insurance program for a San Diego sewer
improvement project reduced the city's insurance costs
and won national recognition. PAGE 49
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Quake only tight coverage in market, risk managers say

By MICHAEL BRADFORD
and MICHAEL PRINCE

Risk managers are wondering whether it's really the re-
newal season or just a recurring case of deja vu.

They are reporting very few changes in insurance price
and availability as renewals are completed. Most buyers
say there is little chance those conditions will change any
time soon.

"l don't see any changes that will make it harden," said
Jim Green, risk manager at Fort Worth, Texas-based
footwear manufacturer Justin Industries Inc.

Risk managers pointed to earthquake coverage in Cali-
fornia, Mexico and Japan as the only type of insurance that
could be called "tight" in terms of available limits.

"The reinsurers are holding all the cards right now," die-
tating price to primary underwriters of earthquake insur-
ance, said Mary Dopslaff, vp-risk management for Four M
Corp., a manufacturer of cardboard and paper products in
Valhalla, N.Y.

Those increases then have to be passed on to policyhold-
ers, and that trend should continue in 1997, she added.

Insurers would have to take a very big hit before they be-
gan to restrict capacity and raise prices in other areas, some
risk managers think.

Insurers report
simply more
of the same

By MARK A. HOFMANN
and RODD ZOLKOS

What little difference a year makes.

In fact, insurers say about the only difference between
the year-end 1996 and 1995 renewal seasons is the year on
.the calendar.

And there's little reason to think the 1997 year-end re-
newal season will look much different when it rolls around
11 months hence.

Rates for virtually all property and casualty lines remain
soft, capacity remains abundant and surplus is growing.
There's little geographic disparity in market conditions. Al-
though new products are fueling growth for some under-
writers, all insurers are scrambling to find ways to hold
down costs.

As Michael L. Downs, senior vp at Hartford, Conn.-based
Hartford Steam Boiler Inspection & Insurance Co. put it: "I

think the market of

today will be the

market,of the fu-

“R*Into have-todeam

ing, | would say that

it's all soft. | don't

see any differentia-
tion," said David McDonald, chief underwriting officer of
Royal Insurance Group in Charlotte, N.C.

"The pricing levels today are as soft as they were in
1983," said Mr. McDonald.

"l think the market is as soft as it's ever been. We don't
anticipate any change in the marketplace," said Mark
Owens, executive vp in the marketing division of Reliance
National in New York.

"The lines of insurance that from our perspective we're
seeing the most pressure on are the excess and surplus lines,
the primary, the excess," Mr. Owens said.

"Certainly the excess is competitive," said Brian Duper-
reault, chairman and chief executive officer of ACE Ltd. in
Hamilton, Bermuda. "And I'm not sure there are really that
many new players involved, but Lloyd's is particularly
competitive on the energy side."

"What we're seeing in the marketplace is continued flat
rites," said Paul J. Krump, senior vp and managing direc-
tor at Chubb & Son Inc. in Warren, N.J.

"People are saying it's a great time to be a buyer." Faced
with the competitive market, customers are asking, "Why
don't we check and make certain that we've got the right
type of coverage in place, that we've got the right carrier,”
he said.

"l don't think anybody is getting surprised by a major in-
crease in their rates this year," Mr. Krump said. With rates
so competitive, Chubb is focusing on such aspects as iden-
tifying customers' exposure increases, making sure they
have the proper coverage in place and marketing its loss-
control services.

The general liability market is "just as soft if not softer
than in 1995. The pricing has gotten almost to the point
where you ask how much more can you cut. The pressure
now is on coverage enhancements, unusual modifications

See Insurers on page 16

"Barring a huge catastrophe,” insurers should remain
"innovative and aggressive and seek more market share,"
said Edmund Greene, deputy treasurer-insurance at Gen-
eral Electric Co. in Fairfield, Conn.

He agrees with

Ms. Dopslaff that

capacity for earth-

quake risks remains

tight in some areas.

Continuing consoli-

dation among insur-

companies
could be a trigger to
firm the market, Mr.

ance

Greene speculated.

But it's "anybody's guess" when the number of compa-
nies would be winnowed to the point that the marketplace
would become less competitive.

London market caters to policyholders...Page 38
HPR insurers should see good results ....Page 20

'Frenzy' in surplus lines renewals ............ Page 24
Market spurs innovation, J&H repons ..... Page 51

Competition offers
chance for better

terms, brokers say

By SALLY ROBERTS and ROBERT KAZEL

Risk managers can look forward to a relatively easy re-
newal period in 1997, brokers report.

The property/casualty market has remained relatively
unchanged over the past year despite continued consolida-
tion among reinsurers, insurers and brokers. The relatively
few natural disasters last year also contributed to keeping
rates low this renewal period.

But the impact of the recent series of winter storms and
flooding that has hit the western United States has yet to

be determined.
Prelimjnary estj
mates <| i
storms| @M&B@f& &5(m 1 » S
miillion in insure , ,,,,
Overall, the mar-
ket is as competitive

as ever, with ample capacity giving way to flat or decreas-
ing rates and broad terms and conditions, according to bro-
kers.

"Pricing continues to be pretty predatory. Companies are
scraping around, trying to write premiums-and at lower
prices," said J. Hyatt Brown, chairman and chief executive
officer of Poe & Brown Inc. in Daytona Beach, Fla. "Today,
everyone is willing to do something extra to lock in busi-
ness. We don't see any changes in 1997. It's going to be just
as competitive as in 1996."

"Everything is pretty much continuing as it did in '96,"
agreed Charles Ruoff, executive vp at Sedgwick James Inc.
in New York. "The market is very reasonable and offering
enhanced terms and conditions. Pricing is still relatively
soft in basically all lines."

Specifically, Bill MeBurnie, a senior vp at Johnson &
Higgins in New York, said he has seen reductions anywhere

See Brokers on page 37

damages (see story,
page 1).

And insurers aren't facing any legislative changes that
could lead to a market hardening, according to Stephen
Scammell, senior consultant with Tillinghast Towers Per-
rin in Parsippany, N.J.

Mr. Scammell said there seem to be no threats on the
horizon in Washington for buyers. "The laws that are deal-
ing with insurance issues all remain favorable to policy-
holders.”

Many risk managers are finding price breaks during this
renewal period. "If anything, | think it's softening,” said
Mari Jo Hill, risk manager at SAS Institute Inc., a Cary,
N.C.-based computer software company.

SAS recently completed casualty renewals for Preston-
wood Country Club, a facility it owns in Cary.

"l don't know what it's like elsewhere, but workers comp
is a very soft market in North Carolina," Ms. Hill said.

With some minor losses in 1996, the country club is ink-
ing renewals with Travelers/Aetna Property Casualty Corp.
at essentially the same cost as last year.

The Travelers/Aetna merger didn't bring a lot of change
to Prestonwood's workers comp program, she noted. Some
policy wording was rewritten because "Travelers had a
slightly different form" than that used by Aetna, which
wrote the coverage for the previous three years, Ms. Hill

See Managers on net page

Drop in number
of reinsurers doesn't

push up rates

By GAVIN SOUTER
and DAVE LENCKUS

The premium paid for reinsurance companies may be
high, but the premiums paid for reinsurance coverage are
only getting lower.

Despite the major consolidation among reinsurers in
1996, the drop in the number of large reinsurance compa-
nies did nothing to push premiums up, reinsurers and bro-
kers say.

Instead, the good results of the past couple years and the
resurgence of Lloyd's of London have led to almost univer-

sal decreases in premiums, they say.
Since their last

year-end renewals,

1*0 reinsurance buyers

have seen a shake-

up arnong the large

T diregt reinsprers.dn

tions in the last six
months of 1996,

often

R

reinsurers
paid huge amounts to increase their market share by buy-
ing rivals.

The impact of the reinsurance industry's consolidation on
insurers' mindset is unclear, but the consolidation so far
has not restricted capacity or reinsurers' flexibility, accord-
ing to market executives.

"l don't see the consolidation as having an impact,” said
Heidi Hutter, chairman, president and chief executive offi-
cer of Swiss Re America Corp. in New York. Parent compa-
ny Swiss Reinsurance Co. this summer offered to acquire
Mercantile & General Reinsurance Co. P.L.C. (BI, Sept. 2,
1996).

Several market executives said capacity is at least as
plentiful, if not more so, than it was last summer.

That includes capacity for property catastrophe risks.

"If anything, for smaller companies, there may be more
capacity. So this is maybe a case where one plus one does
equal two, not one and a quarter," said Edmund Megna Jr.,
managing director and an executive vp with Guy Carpen-
ter & Co. Inc. of New York.

"But, we're still in the early stages" of the consolidation
period, he said. Consolidation "takes some reinsurance out
of the market.”

"If anything, capacity will continue to expand," predict-
ed Edward Noonan, president of domestic insurance com-
pany business at American Re-Insurance Corp. in Prince-
ton, N.J. Munich Reinsurance Co. last summer acquired
American Re (BI, Aug. 19, 1996).

At the new combined company, capacity will be greater
because of the company's greater size and diversification of
risk and the stronger balance sheet, Mr. Noonan said.

There has been some speculation that consolidation
would drive some cedants of companies involved in deals to
move to other reinsurers.

"Naturally, clients-insurance companies-want to deal
with a handful of companies. With consolidation, there are
fewer companies. There is a concern about having a
healthy, viable market," said Mr. Megna of Guy Carpenter.

See Reinsurers on page 34
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Court unties business' hands

NCE IN A WHILE, business gets a break |
. Such was the case when a majority of the usual-1 ./~ -~ . -

ly liberal California Supreme Court recently resisted : 9 -1 1" i 1—?\f lli]
efforts to expand businesses' premises liability and J « 1 5-
reversed a controversial appellate court decision

The justices ruled 4-3 that a restaurant employee's f
refusal to promptly comply with the demands of an ?
armed robber does not breach a duty to ensure the
safety of third parties from foreseeable harm

As we report in this issue, Kentucky Frled Chicken
was sued by Kathy Brown a customer who had been
seized at gunpoint during a robbery of one of its
restaurants The armed robber threatened to shoot \
her unless a KFC clerk emptied the cash registers
When the KFC clerk falsely said she would have to 1, 8 1\ 11,
hrst get a key in the back of the restaurant, the rob-
ber became agitated and threatened to shoot his >
hostage Ms Brown, afraid the employee's actions 3*1ILLEESTZON
viould get her killed, began screaming at the clerk to Fosiss IASuaANGCE: 247
open the cash drawer, at which point the clerk conn- HOLD R, Jo[ ....TRS *B\ICRE RESPONSIBLE
phed FOR\,IMAT HAPPENS KERE II.t"

Ms Brown sued the restaurant chain, alleging that
the employee's failure to promptly comply with the cur when a store or restaurant is crowded with cus-
/obber's demands caused her injury, emotional dis- tomers
tress and other damages She also claimed KFC was Businesses' liability for the safety of customers
hable because it had failed to properly train its em- should only extend to those hazards in their control
ployees to respond to crimes to avoid endangering or those they can reasonably expect Obviously, gross
customers, among other things negligence for the safety of third parties IS Still a
We believe the court's majority was correct to over- cause of action, but KFC showed that it was unaware
turn the controversial appellate court ruling in Ms. of any prior armed robberies or other crimes at the Distrid
Brown's favor To require businesses to comply with restaurant
the unlawful demands of robbers is Just setting up Even if the store had been hit by prior crimes,
those businesses to be ripped off though, there are limits to how much risk manage-
We also think it would do little to ensure the safety ment can do to prevent crimes Not only are criminals ., ., omeing Manager
of customers Armed robbers are not rational people unpredictable, but efforts to stop them also can hurt Sales ss’,sf<|n¥
to begin with We seriously doubt, therefore, they a business Installing high-profile metal detectors and Sales Associate
would suddenly abstain from shooting a hostage or armed guards in KFC stores, for example, might de-  Producton Manager
customer simply because stores are opening their cash ter robberies but might also deter most customers.
registers more quickly There are still plenty of measures businesses can
Indeed, legally requiring businesses to surrender to take to deter crime and protect customers We are re- EDITORIAL
inlawful demands for money or other property to heved that the majority of the California Supreme
protect third parties could put the public at greater Court ruled against making the surrender of property
nsk It could even encourage armea robberies to oc- to armed robbers one of them
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OSHA working fine without legislative reform

To the editor Your recent editorials following a 1989 inspection that turned the last Congress appear to put OSHA
arguing for legislative reform of OSHA up nearly 3,000 violations Bad news? reinvention efforts into law, but in real-
and against an ergonomics standard for Perhaps, but the company's new safety 1ty, they are full of pitfalls that actually
American workers not only miss the and health program instituted following reduce worker protection and limit Founder
mark but completely elude the range that inspection cut serious injuries to OSHA's flexibility to develop successful Chairman Emeritus
(Bl, Dec 16, 1996, Dec 9, 1996) zero and minor injuries by half, reduc- partnership alternatives to traditional ~ €harman

pOver the past 25 years under OSHA, ing workers compensation costs by 97% inspections and penalties
the occupational death rate in the Unit- over five years
ed States has been halved If that's not a
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We appreciate Bustness Insurance's grams as OSHA's new complaint policy, Secretary

workplace improvement, | don't know support for our January ergonomics handling many complaints by phone and Execul,ve Vice Presidenteperations

Vice President-production
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Bhat is One study found 22 % fewer in- conference It will showcase best prac- fax We are expanding our new cooper-
juries at companies where OSHA cited tices among companies and Industries ative compliance programs, encouraging
v olations during the three years follow- that have been successful in improving participating employers to find and fix

Ir
rect correlation between OSHA activity resulting in fewer injuries and Lower policy that is now being tested
and improved workplace safety and costs Repetitive stress inluries cost em- penalties by up to 100% for companies

healt|

Employers that follow OSHA recom- cD(l S an iona on In gram
rrendations can save money, too Boise indirect costs each year And that does Any OSHA reform legislation should
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Continued from page 4

There was a slight increase in
the port's property insurance
costs because waterfront develop-
ment has resulted in higher val-

Although the values were up
6%, the rate for coverage did not
iNncrease.

Ms. Chappelle said marine and
property insurers apparently
weren't skittish about writing
coverage along the waterfront de-
spite the recent ramming of the
Riverwalk in New Orleans by the
M/V Bright Field (BI, Dec. 23/30,
1996).

Risk managers renewing D&O
insurance policies say the cover-
age is getting a little cheaper in

"We were quite pleased with the
way (renewals) went, particularly

excess liability and D&O0," said
Gerald W. Wilkins, risk manager
at Oklahoma Gas & Electric Co. in
Oklahoma City.

"All the liability coverages were
about 2% to 5% cheaper,” he

sidering entity coverage,"” Mr.
Wilkins remarked. "We had con-
sidered it in the past and did de-
cide to obtain it" at the renewal
completed in December, he said.
Entity coverage is purchased as

With growing frequency, buyers are
asking, '1 pay this broker $1.5 million a
year and what am | getting for it?' says
consultant Stephen Scammell.

added.

Because D&O coverage was
costing about 5% less at renewal,
the utility was able to purchase
the same limits and add entity
coverage all at the expiring pre-

mium.

"More risk managers are con-

an addition to D&0 coverage and
covers claims against a company
arising out of actions of the direc-

tors and officers.
Mr. Wilkins said research indi-

cates that in most cases corpora-
tions are also named in lawsuits

against directors and officers.

"Some say the courts in effect are
granting entity coverage. But in
my opinion you're rolling the dice
when you put in the hands of the
court what could be a long, pro-
tracted situation,” Mr. Wilkins
said.

Mr. Green of Justin Industries

said he expects some broadening
of coverage for directors and offi-
cers but "no increase in premium
to go with it" when the coverage
is renewed Feb. 1.

Workers comp, auto liability
and general liability also renew

Feb. 1 for Justin and Mr. Green

expects smooth sailing.

The footwear maker's workers
comp coverage is structured as a
large deductible plan and "our
loss picture has been excellent,”
he remarked.

"We don't expect any market-
driven increases in auto or G.L.,"

he added. St. Paul Cos. writes

those two coverages and the

The Companies of The Commercial Risk Group are pleased to

announce that we have been awarded a rating of

6 GA" (Excellent)

by A.M. Best Company

A.M. Best reported ...

"The rating reflects the companies' excellent financial posture,

competitive advantages, development of innovative products,

experienced management team and focus on being a provider of

speciality products.”

"Commercial Risk is well positioned to continue to be a lead provider

of alternative risk management capacity to the global marketplace."
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market insurance and reinsurance programs.
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workers insurance for

cornp
Justin.

Oklahoma Gas & Electric was-
n't as fortunate on the property
side as with casualty renewals.

"Property insurance was up be-
cause of our loss ratio," said Mr.
Wilkins, a disappointment "in a
market when you are hoping to
hold the line or get a reduction. |
anticipated there would be some
increase and there was, but it
wasn't horrendous.”

The coverage formerly was
written by Industrial Risk Insur-
ers in Hartford, Conn.

Because IRI decided to stop
writing coverage in the first $100
million layer for electric utilities,
Oklahoma Gas & Electric had to
put the program out for bid.

That layer now is written by a
number of insurers, Mr. Wilkins
noted.

While policyholders aren't mak-
ing a lot of changes in the current
market, they are demanding that
intermediaries find the best deals
and provide other services, ae-
cording to Mr. Scammell.

With growing frequency, buyers
are asking, "I pay this broker $1.5
million a year and what am | get-
ting for it?" Mr. Scammell pointed
out.

Because buyers are being asked
by top management to substanti-
ate their vendor costs, the pres-
sure is on brokers to provide val-
ue, he said.

In addition, risk managers who
have suffered staff reductions are
turning to their brokers to do
more work. Iai
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and deletions of exclusions," said
rom Swensen, vp-underwriting and
marketing services for Wausau In-
surance Cos. in Wausau, Wis.

"It's clearly a buyers' market," Mr.
S,vensen said. Brokers have come up
w.th "some very comprehensive"”
wish lists and are very aggressive in
seeking the terms they want.

"We look at it from a standpoint of
we try to be selective as to which en-
hancements or modifications we will
make. Rather than make them across
the board, we will try to tailor the en-
hancements based on the individual
account,” he said.

As an example of the type of terms
sought, Mr. Swensen said brokers are
seeking modifications in pollution
exclusions. "As much as a particular
broker may be asking for this modi-
fication across the board of all ac-
counts, it's imperative that the insur-
ance company look at it on a selective
basis," he said.

Dennis Kane, president of CIGNA
Property & Casualty's Special Risk
Facilities in Philadelphia, put a more
positive spin on conditions.

Looking at the overall property/ca-
S.ialty market, he saw "obviously a
Fretty positive picture."

That perspective is based on key
indicators, he said. For example, in-
dustry surplus grew about 20% in
1996 from 1995, to about $230 bil-
Lon. "So that's sort of the first sign
that things are generally pretty
good," Mr. Kane said. "Couple tha:
with a strong performance in indus-
try income. | think most companies
Ere reporting improved operating in-
come."

Also contributing to a positive pic-
ture is the fact that over the past two
Nears some companies like CIGNA
have taken "major steps to address
asbestos and environmental,” Mr.
Kane said.

"From the big picture view there's
very little pressure for change," Mr.
Kane said. So the market of 1997
shouldbevery similar to the markets
)f 1995 and 1996.

According to Stephen J. Sills, pres-
.dent and chief underwriting officer
if Executive Risk Inc. in Simsbury,
Conn., this renewal season's market
is very much the same as year-end
1995's in terms of rates and capacity,
and there seems little chance that
will change in the foreseeable future.

Perhaps the biggest change in the
marketplace, then, is the growing im-
portance of factors other than price
:in purchasing decisions, Mr. Sills
said. "Prices have gone down and
they might still go down further, but
I think a key issue is the deliverables
from an insurance company other
than price," he said.

Such aspects as speed of delivery
and other factors that can help a bro-
ker cut its expenses in dealing with
the insurer are becoming ever more
important, he said. "From that stand-
point the issue of how can an insurer
get a policy out in a few days is be-
coming important,” said Mr. Sills.

CIGNA's Mr. Kane said primary
casualty coverage is an area where
typically programs provide a high
degree of service and some risk trans-
fer. This area has been very compel-
tive for the past three or four years,
he said. "There's not a lot of invest-
ment income associated with this be-
cause of the program design where
the customer self-insures a large part
of their exposures." Because profit
margins in this area are thin, he ex-
pects to see some underwriters mcve
to stabilize rates in this area.

Mr. Kane said he sees customers

beginning to demand better service,
so companies able to provide the ser-
vice demanded at competitive rates
will have an advantage.

The primary casualty market may
be a mixed bag for the next year,

"but if there's going to be a change in
terms of the upward adjustment of
rates, we'd probably see it in this seg-
ment first,"” Mr. Kane said.

The market for excess casualty has
been very competitive over the past
few years and remains so, Mr. Kane
said. "This is very much a long-tail
business. It's hard to imagine any
short-term needs that would effect a
change in market conditions.”

Chubb recently increased its casu-
alty capacity to $50 million from $25
million, "just to be more responsive
to agents ahd brokers."” Mr. Krump
said the company thinks that move
will help position it as a "one-stop
shop" for a customer's entire range of
casualty coverages.

Workers compensation rates are
dropping as well, Mr. Krump said,
adding, though, that the extent of
those declines varies by state.

The boiler and machinery market-
place also is mired in softness.

"In the large account area, there's

really a diminishing boiler and ma-
chinery market; it's becoming an all-
risk market because of the client's
desire to have a package and elimi-
nate the potential for gaps," said
Hartford Steam Boiler's Mr. Downs.

This all-risk market operates very
much like the commercial property
market, with mostly single-year con-
tracts, although a few buyers have
gone to fixed multi-year contracts, he
said.

Rates are continuing to soften with
the tremendous increase of capacity
in the domestic and overseas mar-
kets.

Prices for the all-risk policies are
down 5% to 15% from the levels of a
year ago, he said.

Insurers looking to make up for
soft casualty prices in the property
market are finding little more than
disappointment.

Wausau's Mr. Swensen called the

commercial property market "softer
than soft.” The insurer is cautious not

to congregate a lot of exposure in a
given area, he said.

As in the case of liability coverages,
buyers are interested in coverage en-
hancements rather than simply price
cuts, he said. "Reductions have been
pushed so far that there isn't a lot left
there" to cut, he said,

"Even the cat lines, property, are
softening up compared to what it
was," said Reliance's Mr. Owens. "l
don't want to characterize it as 'the
cat market is becoming soft,’ but the
longer people forget about North-
ridge the softer it becomes," he said,
referring to the devastating 1994
earthquake that struck the North-
ridge section of Los Angeles.

"Except for the obvious places,"
such as coastal exposures, property
rates were soft, said Royal's Mr. Mc-
Donald. "But even that in the last
quarter, prices began to move south-
ward, as they say. It's an extraordi-
nary market," he said.

"Reinsurance capacity even on the

property side is abundant and gener-
ally speaking, prices for catastrophe
cover as well as casualty cover are
coming down," said Mr. McDonald.
He said underwriters that have en-
joyed favorable catastrophe experi-
ence are seeing catastrophe reinsur-
ance rate reductions of 10% to 13%.

CIGNA's Mr. Kane pointed out
four distinct categories of property
insurance buyers who can expect to
experience varying conditions.

For customers in areas prone to
earthquakes, hurricanes or spring
flooding, the prospect for a change in
market conditions is "probably not
very great,” Mr. Kane said. Rates
should be stable, and there's even
some additional capacity in earth-
quake-prone areas.

For petrochemical risks, "we've
seen about two years of rate reduc-
tions in the petrochemical market,
and my best guess is rates are proba-
bly in line for where they need to be

Continued on next page
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for a very catastrophe-prone area,
and we'll probably see rates stabilize
there," the CIGNA executive said.

Few underwriters specialize in
writing utility property covers, Mr.
Kane noted. Rates in the utility area
probably will remain stable, though
there are some concerns among in-
surers about what impact utility
deregulation might have.

Heavy industrial risks are "the one
area we see some upward pressure on
rates," Mr. Kane said. Many insurers’
performance in this area hasn't been
particularly strong in recent years,
and Mr. Kane sees underwriters
looking at increasing deductibles or
maybe increasing the waiting time on
business interruption claims. He
couldn't provide any across-the-
board idea on the extent of those rate
increases, however, instead saying
any changes will be "account-specif-
ic.”

Underwriters reported there is

very little differentiation among ca-
sualty risks in terms of softness.

From a regional perspective, while
the entire U.S. market is competitive,
some areas are more so. "The whole
country is pretty competitive, but we
see a lot more competition in the
West and the South," said Mr. Owens
of Reliance.

"Even overseas is becoming more
competitive," he said. "We're seeing a
lot more competition in Europe. It's
the age-old thing-there's too much
capacity out there."

Given the impact of nearly a
decade of soft market conditions, the
challenge for all insurers is to find
new areas in which to grow, said Mr.
Owens.

"But everybody says that; every-
body wants to be a niche player," he
said.

Not surprisingly, one of the chief
ways insurers are responding to the
continued soft market is by rolling
out new products, pointed out sever-

al underwriters,

Among the new products offered
or demanded, multi-year/multi-line
products remain among the most
prominent, Mr. Kane said. "We con-
tinue to see a high level of customer
interest in these products despite the
more competitive nature of the tradi-
tional market.”

ACE's Mr. Duperreault said his
company has had a good response to
its multi-year/multi-line products
since it started offering them in early
1995. "Is it a growing trend? Maybe,"
he said. "I think a lot of insureds are
rethinking their programs once
again. A soft market tends to produce
a rethinking of structures."

While allowing that an argument
can be made that customers would
take advantage of a soft market to
buy traditional coverages, Mr.
Duperreault said, "We see a lot of in-
sureds saying, 'We want a longer
term relationship, more stability,’
and these programs tend to give them
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that.”

Chubb's Mr. Krump said there's a
lot of interest among customers for
employment practices liability prod-
ucts. Chubb introduced an EPL
product in 1996 and, while satisfied
with market response to it so far,
Chubb would like to see it do better
in 1997. But such products often have
a relatively long gestation period,
with risk managers first needing to
become familiar with them, then
working the cost of the coverage into
their budgets, he added.

EPL products appear to be much
in demand, agreed Executive Risk's
Mr. Sills. A product Executive Risk
unveiled in 1996 called The Power
combines employment practices cov-
erage with directors and officers and
entity coverage for privately held for-
profit companies. "It's been very
hot,"” Mr. Sills said.

Wausau's Mr. Swensen said the

underwriter also has an EPL product
under consideration but has not in-

Designing a risk management pro-
gram to maintain today's critical
operations requires diligence and
expertise. Protection Mutual helps
policyholders around the world
protect valuable equipment through
state-of-the-art engineering service
provided by the Factory Mutual
System.

Whether developing a preventive
maintenance program or assisting
with equipment testing to identify
loss exposures, Factory Mutual engi-
neers draw on the resources of the
world's leading loss prevention engi-
neering organization. Production
downtime and equipment repairs
are costly situations that Protection
Mutual policyholders can avoid
with the help of Factory Mutual
boiler and machinery specialists.

Should a loss occur, Protection
Mutual policyholders are supported
by superior insurance coverage

and engineering service to restore

equipment and eliminate expensive
downtime.

It comes down to one word .

Protection.

With physical and financial
protection, we will secure the
future of your business.

Part of the Factory Mutual System

300 South Northwest Highway

Park Ridge, lllinois 60068 708.825.4474

troduced it.

Chubb also is emphasizing increas-
ing its business with mid-size multi-
national companies, pointed out Mr,
Krump. "Anything we can do to dif-
ferentiate ourselves or separate our-
selves from the pack is something
we're trying to emphasize,"” Mr.
Krump said.

With offices in 29 countries and the
company's capacity and underwrit-
ing expertise, that emphasis on
multinational business is a natural fit
for Chubb, Mr. Krump said. "When
we make it easier for the agent and

the insured to do business with us

(overseas), it plays better for us back
in the United States.

"We're seeing more packaging of
traditional products together," Mr,
Krump said. "And the whole theme
of making it easier for the agent and
the broker and the customer buying
the product.”

In addition, "We're certainly seeing
much more partnering going on with
agents and brokers in the market-
place," Mr. Krump said. Agents and
brokers seeing the consolidation
among insurers are concerned about
the long-term nature of the market.
"They're concerned about who's go-
ing to be a long-term survivor," he
said. "They're identifying those com-
panies they believe are going to be in
the marketplace long-term and are
looking to form stronger bonds with
those companies."

And the pace of merger and aequi-
sitions activity isn't likely to slow
down soon, said Reliance's Mr.
Owens.

"Consolidation is still on the hori-
zon," he said. Merger and acquisition
activity ultimately may affect the
market, he said, "but | don't think
anybody has figured out how and
when and why."

But while consolidation might con-
tinue, Mr. Duperreault doesn't see it
lessening competition in a market
with seemingly no shortage of capac-
ity. "l frankly don't see consolidation
as much of a solution,” he said. "Il
don't think that takes the capital
Out.”

The capital markets' convergence
with insurance is something that
"will eventually happen,"” as well,
said CIGNA's Mr. Kane. "To date
most of the activity we have seen has
been in the reinsurance side, and |
think underwriters have been strug-
gling with, 'How can we take some of
these concepts and apply them to in-
dividual customers' programs to try
to develop more innovative solu-
tions?' " CIGNA is working toward
that end, he said.

As insurers' struggle to find ways
in which they can compete more ef-
fectively, electronic communications
are taking on an ever greater role, Mr.
Sills said. He said his company's
World Wide Web site is "seeing a lot
of hits." Within the next few weeks,
interested parties will be able to
download applications of policy
forms from the site, he said.

Among the advantages such elec-
tronic systems bring to the renewal
process are speed, an opportunity to
save postage and mail room costs,
streamlining the overall process "and
making the buying process that much
more efficient and effective," Mr.
Sills said.

"The front end of the process has
become more and more important in
terms of giving people a competitive
edge," Mr. Sills said. "If we can help
(the broker) become more effective
that gives us a leg up."

But no matter what the current
market conditions, the basic business
of insurance remains the same, said
Royal's Mr. McDonald.

"At the end of the day, we're still in
a business where we are assuming
risk, and the most important ingredi-
ent is risk selection, understanding
the needs of the ultimate buyer and
are you willing to meet those needs
for a fair price," he said. Ell



©£1097 General Re Corporation

P —

[l Plus

1

i
99




General & Cologne™




20 / Business Insurance, January 13. 1997

Mixed opinions on
Aon/A&A merger

Chicago-based Aon Corp.'s an-
nouncement that it will acquire
Alexander & Alexander Services
Inc. and thus create the largest re-
tail brokerage in the world is
drawing mixed reviews from un-
derwriters with which it will do
business.

While underwriters agree the
merger makes economic sense,

'1 think it's going to
have a very positive
impact for several of
the carriers out there,’

says Paul J. Krump.

they say customers will pass the
ultimate judgment on the merger's

value.

"It's inevitable in their business,
just like it is among the insurers,"”
said Mark Owens, executive vp in
the marketing division of Reliance
National Insurance Co. in New
York.

"We're not crazy about that kind
of consolidation. We'd like to see
the broadest lines of distribution,"
he said.

"It just makes bigger gorillas,"”
Mr. Owens said of broker mergers.
"Any time you tighten your distri-

bution system, it puts pressure on
the carriers.”

Mr. Owens' assessment was not
universally shared.

"l think it's going to have a very
positive impact for several of the
carriers out there, like Chubb,”
said Paul J. Krump, senior vp and
managing director at Chubb &
Son Inc. in Warren, N.J. Mr.

Krump added that determining
which insurers will benefit from
the deal will be jn large part a mat-
ter of "who is willing to partner
with Aon and cut some creative
compensation deals."

"Because they are larger now,
they certainly don't need all the
carriers in the stable that they had
before and they certainly are able
to pick that handful of winners
into the next millennium," he said.

Brian Duperreault, chairman
and chief executive officer of ACE
Ltd. in Hamilton, Bermuda, said
for insurers that depend on bro-
kers, anything that creates a more
viable broker community is a good
thing.

"We rely heavily on the brokers,
obviously, so what we need is a vi-
able broker infrastructure in the
insurance world," Mr. Duperreault
said. "To the extent that this con-
solidation makes the brokers more

viable, financially sound, then |
think that's good for us at the end
of the day."

Another insurance company ex-
ecutive said he expects the deal to
have little direct impact on his
company's business.

"From the underwriter's per-
spective--at least from CIGNA's
perspective-we have done busi-
ness for a long, long time with both
Aon and A&A, and the combina-
tion of the two simply means we
have one source to deal with in-
stead of two," said Dennis Kane,
president of CIGNA Property &
Casualty's Special Risk Facilities
in Philadelphia.

"The real issue is how do the
customers respond?" Mr. Kane
asked.

-By Rodd Zolkos
and Mark A. Hofmann

HPR insurers see a turnaround

Loss control effo rts spurring success

By GAVIN SOUTER

Financial loss control efforts
seem to be paying off for highly
prosected r.sk insurers.

By increasing rates, cutting
back their exposures and applying
more stringent engineering re-
quirements, HPR insurers are

likely to post good results for
1996.

The turnaround comes two

years after a sharp deterioration
in results for some of the Factory

9
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Mutual insurers and the Industri-
al Risk Insurers pool in 1994.

The HPR insurers generally
have been less willing to follow
the downward trend in property
insurance rates, though the soft
market has restricted them from
making mar_y large rate increases,
said Gary Marchitello, managing

director-global property practice
at Aon Risk Services Co. Inc. in

New York.

"They have been more conser-
vative than usual, but the market
has been so soft that it's hampered
their ability to get rates where
they think they should be,” he
said.

The turnaround was most pro-
nounced at Hartford, Conn.-based
IRI. In 1994, IRI's net loss was
$163.3 million. IRI began raising
rates and altering the makeup of
its book of business but two large
losses in 1995 helped push its net
loss to $438 million.

The property insurance pool's

strategy of writing fewer and bet-
ter risks finally paid off in 1996,
when IRI enjoyed an $11 million
profit, said Gail P. Norstrom,
president and chief executive offi-

"We've got a bit smaller and a
bit more focused,"” he said.

In 1996, IRI had gross premiums
of $500 million compared with
$643 million in 1995.

Part of the decrease in premi-
ums was due to IRI's decision to
cut back on oil and petrochemical
risks and to restructure its power
generation business, Mr. Nor-
strorn said.

IRI currently writes only power
generation accounts in excess of
$100 million, whereas it formerly
had also written primary cover-
age, he said.

Although rates are soft and get-
ting softer in most areas of the
property market, IRI saw its rates
for highly protected risks increase
by 5% overall in 1996, Mr.
Norstrom said.

IRI also improved its results by
reducing its capacity for certain
risks and sharing more risks with
other insurers, Mr. Norstrom said.

"We had become very concerned
about underwriters' ability to
quantify the risks," he said.

A restriction of capacity has
been the most noticeable aspect of
HPR insurers' efforts to improve
their results, said Frank Gunder-
sen, a managing director at Marsh
& McLennan Inc. in New York.

"When they see an increased
(maximum foreseeable loss esti-
mate) they cut capacity back and
we have to look for other insurers
to complete the program," he said.

In the past, HPR insurers were
far more likely to individually
cover cornplete prograrns, Mr.

Gundersen said.

"There is a much greater will-

ingness to share risks," agreed Mr.

" Bther HPR instirers did not see <.,

losses as severe as IRI's, but they
still pursued new strategies to im-
prove on the poor results of 1994.

Arkwright Mutual Insurance -
Co. of Waltham, Mass., has im- 1

proved its results in part by be-
coming more focused on individu-

al business areas and creating :

specific units to serve those dif-
ferent businesses, said Wolfgang
Friedel, senior vp.

"We have customized our prod-
ucts for specific industry groups,”
he said.

For example, risks that are han-
dled by Arkwright's education
unit will have to meet safety engi-
neering standards designed
specifically for educational insti-
tutions, Mr. Friedel explained.

"The recommendations that we

make to them may be more on the
human element side of the risks
than the actual physical protec-
tion, so we reduce our operating
expenses and improve our service
to our customers,"” he said.

For the first nine months of
1996, Arkwright made a $34 mil-
lion profit compared with a $31.7
million profit in the same period
of 1995. For all of 1994, Ark-
wright posted a $31.8 million loss.

Allendale Mutual Insurance Co.
of Johnston, R.l., is more rigor-
ously imposing safety require-
ments at the sites it insures than a
few years ago, said Mike Turner,
vp-international.

"We had not been working
closely enough with the cus-
tomers," he said.

Allendale is now, for example,
more actively working with its
customers in windstorm-prone ar-
eas to secure roofs and also with
clients in earthquake zones to
minimize potential damage to
sprinkler systems in the event of a
quake, Mr. Turner said.

Allendale does not release nine-
month figures, but it expects prof-
its to increase in 1996 from $42
million in 1995 and the $16 mil-
lion profit in 1994.

All HPR insurers are focusing

Focused Exclusively

on Serving
the ART Market.

much more on catastrophe loss
exposures than they had in the !
past, agreed Mr. Friedel.

"Through a combination of en- 1
gineering and leaving some cus- ,
tomers behind, we have signifi- ,
cantly reduced our exposure to
windstorm," he said.

And IRI is conducting more de-
tailed analysis of risks located
near the New Madrid earthquake
fault zone in the Midwest, said
Mr. Norstrorn.

"It is only in the past year that
we have had the computer models
that we need to assess it," he said.

Protection Mutual Insurance
Co. of Park Ridge, lll., has contin-
ued to judge every account on its
own and apply rate increases
where they are needed, said CEO
James W. Black.

However, he added, that strate-
gy is becoming increasingly diffi-
cult as the insurance market be-
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Introducing CORE, a specialty underwriter of casualty
lines for the Alternative Risk market. CORE underwrites

excess insurance and treaty reinsurance in support

] B of captives, rent-a-captives, self-insurers, pools, and

similar structures.

CORE, a GE Capital Services Company, offers the
stability, commitment, and responsiveness of a company
focused exclusively on serving the ART market. Make
CORE the center of your ART business.

comes even softer than it was a
year ago.

"The key is to keep the accounts
that you want to keep and should
keep and let the others go to the
uninitiated,” Mr. Black said.

Protection Mutual expects to
see a significant increase in prof-
its this year, but that is partly due
to the relatively few major catas-
trophes in 1996, he said.

"The rates are so low that they
don't allow for any catastrophe-
type loadings, so, as long as we
don't have any bad catastrophe
years, we can be pretty prof-
itable," Mr. Black said. [a]

CCRE

Center of the ART World=

CORE Group
1010 Washington Boulevard
Stamford, CT C6901

203.406.1900

CORE Group

Citicorp Center

One Sansome Street, Suite 1900
San Francisco, California 94104

415.951.1086

..0 CORE Insurance Company is rated A++ (XV) by A. M. Best Company.
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and fax numbers, plus vital statistics on:

B primary type of business
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Competition for surplus lines business keeping rates down

By ROBERTO CENICEROS
and JOANNE WOJCIK

Surplus lines renewals should
provoke celebration among buyers,
because insurers are undercutting
each other to get the business, mar-
let watchers report.

"If it's a large risk, it almost re-
minds me of an auction and the
frenzy that happens at an auction,"
reflected Marcus Payne, president
and chief operating officer of Dal-
|IEs-based wholesaler Crump Insur-
ance Services Inc., a unit of Price
Forbes North America. "A big risk
gets caught in there and people's ap-
petite gets after it, and they keep re-
ducing the rates until they get it

down as much as 50%."

Competition in the surplus lines
nzarket is so fierce sorne observers

say it reminds them of the late 1970s,
when "cash-flow underwriting" was
rampant, and insurers hoped invest-
ment yields would compensate for
their underpricing.

'l don't see any firming up of pric-
ing anywhere," said Pennington H.
Way lll, executive vp of New York-
based Reliance National Co. who
oversees the Reliance Insurance Co.
of lllinois surplus lines unit in
Chicago. "l've never seen more of a
buyer's market."

The competitive conditions make
it "very difficult for underwriting
companies to maintain premium
volume and underwriting integrity
at the same time," Mr. Way said. "A
lot of companies must be deluding
themselves on the loss development
they're expecting."

Bob Keul, vp-underwriting at

Scottsdale Insurance Co., agrees.
"The market is still really in tur-
moil, with business being written at
pricing levels insufficient to carry
known or reported losses,' he said.
Overall, 1996 premium volume for
the Scottsdale, Ariz.-based surplus
lines unit of the Nationwide Group

in,1,1,2'Yn!
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is about 5% below projections, Mr.
Kelli said.

"But we're only 4% below last
year," he pointed out, adding that
Scottsdale made conservative pro-

jections for 1996 because of the en-
during soft market.

Other insurers are in the same sit-
uation, observers point out.

Brokers are pressuring Reliance to
put certain lines previously written
on a surplus lines basis on admitted
paper, Mr. Way said.

"We're having to move and make
filings in a couple of states for archi-
tects and engineers E&O," he said.
Among those states are California
and Massachusetts.

Despite the fact that insurers’
business projections may be down
and they are facing more competi-
tion from London, the admitted
market and other surplus lines com-
panies, several say they continue
taking a conservative approach to
underwriting risk.

"We're trying to be smart risk-

The difference is our new attitude

These children reflect th. attitude of their parents...our employees. Their grit. Their determination.

At Admiral, we're out to be the best at what we do. Serving you, the wholesale broker. You can count on us for the
best commissions in the EUS business. And coverages that we can tailor to the specific needs of your customers.

- Best A++ Rating - Assets of over $600,000,000
» Surplus ofover $180,000,000 - A member ofW.R. Berkley Corporation

Everything you need 24 hours a day...Now that's the right attitude!

1255 Caldwell Road* P.O. Box 5725 « Cherry Hill, NJ 08034-3220

Call{603) A23-¥00 0L 000 A28 43R0 com

ADMIRALI comeany

takers so we'll be here tomorrow for

our clients," said Kevin Kelley, pres-
ident of Boston-based Lexington In-

surance Co., a surplus lines unit of « 4

American International Group Inc.
"We're in the high-risk business and,
therefore, we think prudent clients
would want a carrier to take appro-
priate care when underwriting."

Pricing for smaller accounts is 1

more stable, with the competition
the toughest for large accounts
placed by surplus lines brokers, Mr.
Keul said. As an example, he de-
scribed the casualty coverage place-
ment for a distributing company
that would have been a new account

for Scottsdale.

Scottsdale's underwriters origi-
nally estimated the premium at $1.2
million and reduced it to $950,000
after negotiations with the broker.

"But we lost the business when
the risk was bound at $600,000 by
another carrier,” Mr. Keul said.

Some observers see renewal busi-
ness receiving the most favorable
treatment from insurers, courting it
like accounts they are trying to win
for the first time. But others also see
a big push for new business.

"(Underwriters are) under a lot of
pressure from the home office to
write new business," said Ron Stone,
senior vp and branch manager in
San Francisco for Swett & Crawford
Group.

"About the only place where there
is a tightening of the market is in
residential contracting,"” Mr. Stone
said. "There is a market; it's just that
they have to pay for it."

Because of numerous lawsuits
over alleged building defects-spe-
cially in condominium construe-
tion-general liability coverage for
California home builders has been a
problem area (BI, Nov. 11, 1996).

But the same problem could sur-
face in other states, like Texas and
Nevada, where construction booms
are under way, Mr. Stone said.

"We hear rumors of California at-
torneys getting licensed in Nevada
and Texas," he explained. "Texas we
are hearing that it is starting to be
where California was three or four
years ago."

Professional liability for insurance
agents also remains hard, though it
has softened somewhat over the past
year, insurers and wholesalers said.
But it has not softened nearly as
much as other lines.

"We went into 1996 expecting that
the casualty market had somewhat
stabilized and yet we found we were
off base because we saw casualty
rates go down 25% to 50% depend-
ing on the individual risk," Crump's
Mr. Payne said.

"It didn't get any better as the year
went along,” he said. "It continued
to get worse, and it's about as tough
right now as we have ever seen it.
The standard markets are still writ-
ing risks that normally and histori-
cally have been in the excess and
surplus lines (realm) and some risks
they had let go of and have now tak-
en back. Umbrella coverage has al-
most completely become a standard
coverage now"

While directors and officers liabil-
ity insurance remains mostly an ex-
cess and surplus lines coverage, rates
have dropped 20% to 25%, with
more capacity available and increas-
ing competition from the standard
market, Mr. Payne said.

D&O0 coverage for high-technolo-
gy companies was a stable market
for insurers and wholesalers, but it
also has seen the steep drops now fa-
miliar among other lines of D&O0 in-
surance, said John G. Hahn, presi-
dent of San Francisco-based Tri-
City Brokerage Inc. Rates continue
to drop because more insurers have

See Surplus on page 26
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Continued from page 24
entered the market, he said.

"It's taken the same big 25% to
45% slices some of the other lines
have taken,” Mr. Hahn said.
"Where two years ago there was a
handful of players, there are prob-
ably two or three times that many
today."”

Product liability has softened
10% to 15%, with higher limits
easier to obtain, Mr. Stone said.
There are standard market insurers
writing product liability that were
not in that line of business two or
three years ago.

Stability also has disappeared
from property coverage, further
eroding rates that already were
low, observers said. Rates dropped
10% during the first part of the
year and then continued down to
25%. The same happened in the
high excess liability market.

The commercial earthquake
market has softened unless the
property is on fill dirt or a fault
line, or the building was construct-
ed before 1982, Swett & Craw-
ford's Mr. Stone said.

"That can get tough," he said.
"You have to go into London or you
pay a lot of money for it with high
deductibles of up to 25% or 30%."

But normal building renewal
pricing is down anywhere from
10% to 20%, and more capacity is
coming on line, Mr. Stone said.

"Right now, even the catastrophe
property area that a year ago was
holding relatively firm, we are see-
ing pretty significant amounts of
competition in all lines, whether
it's wind or earthquake," Tri-City's

REATWOE

15 YEARS OF COMMITMENT

TO THE

Mr. Hahn said. "Everyone seems to
be playing.”

"Earthquake is stable," Crump's
Mr. Payne said. "But even it is
starting down now. Capacity is still
a problem in some areas, but you
can pretty much get the risk
placed, and sometimes the rates are
lower than what you would have
thought going in.

"It just means it's tougher and
tougher out there for excess and
surplus lines wholesalers," he con-
tinued. "l say that, but on the other
hand we are going to show a
growth this year of about 11% in
premium volume."

"We're all chasing the same
amount of accounts and premium
dollars that are out there with
more capacity chasing them and
more pressure to maintain your ac-
counts and more pressure to pro-
duce the business," added James
W. Barnes, chairman and chief ex-
ecutive officer of San Francisco-
based wholesaler Sherwood Insur-

ance Services.

Surplus lines insurers also are
writing larger layers of coverage in
just about all lines, observers said.

"The drive is there to keep in-
creasing the limits you have avail-
able," Mr. Way said. "This fuels the
softening of pricing. Reinsurance
capacity also is extremely plenti-
ful.”

"l can put $100 million in limits
together today in two phone calls for
high casualty if | can get the right
underwriter and get the right ae-
count,"” Mr. Stone said. "With four
companies you could easily put $100
million together. You can name
companies in both hands that have
$25 million in house, net-and-treaty
capacity just sitting there. Ell

U. S. BROKER MARKET

Great Lakes American Reinsurance Company
WALL STREET PLAZA 0 88 PINE STREET 0 NEW YORK, NY 10005-1894

(212) 809-1061 « (212) 809-1924 FAX

A Member Company of Munich Re Group
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FAST-TRACKED: APRIL 9,1970 /
DOWNSIZED: MARCH 10,1995

(EMPLOYMENT PRACTICES LIABILITY INSURANCE CREATED: MARCH12,1992)

After the Federal Employment Discrimination Laws under Title VII were expanded in 1991, Lexington was among the very Grst
insurers to understand the need for Employment Practices Liability coverage. And we've been the industry leader ever since. As workplace
discrimination, workplace sexual harassment and wrongful termination suits continue to rise in frequency and severity, Lexington continues
to work with the companies we insure to help identify and reduce potential employment problems. Callyour agent or broker to find out how

the largest U.S.-based excess and surplus lines underwriter can help you, or call 617-772-4586.
LEXINGTON INSURANCE COMPANY PIONEERS IN REVOLUTIONARY COVERAGE



The Wexford Group

SAN FRANCISCO" NEW YORK CITY CHICAGO PHILADELPHIA NORTH PALM BEACH SEATTLE
415.397.2962 212.962.3030 312.456.8686 610.251.9204 561.844.4243 206.621.8808
License No. 0734699

L




Today, Wexford continues to be your source for innovative excess worker's compensation solutions for the self-insured — and for so much more.

To meet your growing needs, Wexford has added a broad array of innovative new products including employer reimbursement occupational
accident coverage, aggregate excess insurance, USL&H excess insurance, self-insured bonds and long-term health care products. We also
provide a wide range of risk management services including actuarial analysis and captive formation assistance.

Wexford remains the exclusive representative of all member companies of the CNA Insurance Companies for excess worker's compensation

coverage for the self-insured. We continue to offer you the best of both worlds — Wexford's seasoned underwriters and CNA's financial
strength and stability.

EXCESS WORKER'S COMPENSATION ¢ CAPTIVE FORMATION AND RISK MANAGEMENT SERVICES » AGGREGATE AND USL&H EXCESS COVERAGE  EMPLOYER

REIMBURSEMENT OCCUPATIONAL ACCIDENT COVERAGE  LOSS PORTFOLIO TRANSEERS e ACTUARIAL ANALYSIS o SELF-INSURED BONDS  LONG-TERM HEALTH
CARE FACILITIES PACKAGE



He's in the kind of pain that doesn't show up on an x-ray.
We provide a range o f services that can help.

Money worries. Elderly parents. Everyd ay stress. Optum® goes beyond -raditional lealth
programs to heb people cape with all that life hands them.
Optum Care24 uniquely fbcuses on an individual's total heath anc well-being by offering
r.tegrated services for health, emotional, child and elder care as wsll as financial, legal and family
problems What's more, Optum Care24 is the only health care service to of.fer this comprehensive
help from both regirered nurses and master's level counselors.
Optum Assistance, created to help address personal p-ob Ems before they become
Heath ones, provides toll-free, round-the-clock telephone access .0 master's level counselors
who are trained to help ind viduals sort out issues, create an action plan, tien find the
rig-,t resources.
Optum NurselLine is a toll-free, 24-hour health and medical hformation ser,nce designed
tc help callers brome proactive medical consumers. Here nirses answer eieryday health
cuestions or provide information that telps individuals determine whether self-care, a
doctor's visit or emergency care is appropriate.
The results? In : recent na-Jonwide survey of Optum users, 89% reported reduced stress, 71%
felt more prod-ictive, 73% had an increased sense of physica well-being. And overall, Optum
received a 95.4% satisfadion rating.
To find out more about Optum,call 1-800-662-1264 or visto, -Websiteatwww.optumcare.com.
When you consider the medical costs that can result frorr not having health information and
having to deal with lifes problems, Optum is, ultimately, -he rrost affo-dable and effective

management choice.

Optu M

Because health is more thar m Edicine



ASK A BENEFIT MANAGER

By Dennis J. Nirtaut

What do organizations need to
focus on in benefits in 199772

As usual, there is a fair amount of
legal compliance work to be done in
1997. Aflurry of legislation passed in
late 1996 will take effect in 1997 and

at various dates through the year
2000.
Therefore, benefit managers will
need to check their follow-up files to
ensure they don't miss any effective dates.
Outside of legal compliance, we need to anticipate the

future as much as possible, think strategically and function
as members of our management teams.

Legal compliance
The 1996 legislation includes:

- Small Business Job Protection Act.

« Health Insurance Portability and Accountability Act.

» Newborns' and Mothers' Health Protection Act.

+ Mental Health Parity Act.

Because there is not adequate space to discuss all the
legislation, | will discuss only the main points.

The major provisions of the Small Business Job
Protection Act include:

* New definition of highly compensated employee for
benefit plan non-discrimination testing purposes. Effective
in 1997, highly compensated employees are defined as
essentially those earning more than $80,000 per year or
owning at least 5% of a company.

» Section 415 definition of compensation. Effective in
1998, definition includes elective deferrals to 401(k), 403(b)
and 457 plans and salary reduction under Section 125
plans.

* Definition of compensation for disabled employees.
Effective in 1997.

* Minimum required pension plan distributions. Effective
in 1997, this will no longer be required for active employees
who continue to work after age 70'/2.

» Educational assistance programs. The tax-favored
status of employer-provided educational assistance benefits
was extended through May 31, 1997. However, employer
reimbursement for graduate-level courses only will receive
favorable tax status through June 30, 1996.

» Adoption assistance programs. Effective in 1997, this
provision allows employers to reimburse their employees
for up to $5,000 in adoption-related expenses without the
reimbursement being added to employees' taxable income.

| addressed the provisions of the Health Insurance
Portability and Accountability Act in a prior column (BI,
Nov. 25, 1996). In addition to assisting in health care
portability, this act provides tax advantages for accelerated

death benefits and employer-provided long-term care
benefits.

The Newborns' and Mothers' Health Protection Act is
effective in 1998 and requires health plans to offer inpatient
coverage for mothers and their newborns for at least 48
hours after a normal vaginal delivery and 96 hours for
Caesarean section delivery. The Mental Health Parity Act
also is effective in 1998 and requires employers to offer the
same lifetime or annual limits for mental illnesses as for
physical ailments. Separate copayments and deductibles
are allowed, however.

Also, don't forget about Department of Labor Advisory
Opinion 96-14A, which requires group health plans to give
participants and beneficiaries, upon request, copies of the
schedule of "reasonable and customary" fees. This will
create an additional administrative burden for plan
administrators. Benefit managers should ensure that their
plan administrators are prepared to respond to employees'
requests for this information. The Labor Department's

reasoning regarding reasonable and customary schedules
may apply to other items, such as utilization review
guidelines and treatment protocols. Stay tuned on this.

These legislative changes cover a wide range of issues.
Take these changes into consideration when planning
future changes in your benefit program.

Health care

Health care benefits still present many challenges.
Although costs have moderated over the past few years, |
don't think the cost moderation willlast much longer. Once
concessions on price start impacting profits, price
concessions will stop. Recently, it was reported that the
percentage of profitable HMOs dropped to 61% in 1995
from 88%. Also, as mergers and acquisitions continue, the
larger players likely will be less sensitive to price.

This softening of health care costs has given us an
opportunity to focus on quality. Ultimately, the best quality
translates into the best cost as our employees receive the
best preventive care and treatment. The improved reporting
on quality by health care plans will help us assess quality.

Keep an eye on the anti-managed care legislation. More
than 30 states passed such legislation in 1996. Some of this
legislation is useful, such as requiring doctors in managed
care plans to share information about their financial
arrangements. There is increasing concern that doctors in
managed care are focusing more on their financials than on
their patients' health. Recently, members of the Illinois
legislature proposed legislation requiring minimum hospital
stays for mastectornies.

Voicing concern about managed care, one state legislator
promised to legislate by body part to ensure proper health
care is being delivered. In response to the public's increased
concern about proper medical treatment, the American
Assn. of Health Plans introduced an initiative aimed at
improving patient/physician relations and requiring the
disclosure of more information to patients.

Financial planning education

Employers are doing an increasingly good job of
educating employees regarding investing, and to some
degree, financial planning. Initially, the 404(c) regulations
drove employers to both widen their selection of investment
choices and increase employee education efforts regarding
investments. It appears that the baby boomers have realized
the need to save and have generally increased their savings
in employer-sponsored defined contribution plans.

Also spurring increased savings has been the stock
market. The Standard & Poor's 500 Index returned 37.5%
in 1995 and about 23% in 1996. With rates of return at such
high levels, employees have been more apt to invest in
stocks. As | expressed in a previous column on this topic
(BI, Feb. 26, 1996), | am concerned how employees may
react if there is a significant market correction. Employees
need to be ready for a market correction, and | hope they
respond in a prudent manner.

Employees should be ready for the fact that the recent
high returns will not continue. | have seen recent
projections of the average stock market return over the next
three to five years to be 5% to 6%. If these projections are
accurate, employees may become very impatient with such
relatively low Itturns. Employees may reduce their savings
levels or move into high-risk investments if such options are
available.

While most companies generally have focused on
investment education, some employers have expanded this
to financial planning education. This education provides
employees with a broader picture of their personal financial
situations. An example of a company that provides such
financial planning education is Schaumburg, lll.-based
Motorola Inc., which provides employees a menu of choices
subsidized by the employer, including financial education.

Long-term care

As our employee population ages, the need for long-term
care becomes more of a reality. Educating employees about
long-term care would be useful. This could be made part of
a financial planning program.

The recent Health Insurance Portability and
Accountability Act allows employers to pay employees LTC

premiums without the employers' contributions being
added to employees' taxable income. Also, premiums for
individual coverage are deductible, subject to certain
conditions, by the employee. These changes in tax law
should make long-term care more attractive to employees.

Technology

Employers probably should be exploring the Internet and
Intranet for possible employee benefit uses.

Some employers are starting to use this technology for
plan enrollment and employee communications. We also
will see the capability of accessing our 401(k) accounts and
making transactions.

Using this technology will give us the opportunity to
improve benefit delivery and potentially to lower costs.

Communication

Intertwined in all that we do in benefits is the need to

clearly and effectively communicate our plans to employees.
We spend a great deal of our total payroll costs for benefits,
about 35%. Ouremployees need tounderstand our plans
and appreciate them. The annual benefit statement, which
many employers use, is very helpfulin communicating the
value of our plans.

Ultimately, plans must attract and retain those
employees necessary to our organizations.

Whatever we can do to communicate the value of our
benefit program to recruits and employees will be positive
for the organization. Such communication cannot be a one-
time event. We need to regularly get out the message.

As more of our employees shift to managed care plans-
in some cases, we have forced this to happen-they need to
understand how to use these plans effectively. Whatever we
can do to smooth the transition to managed care will pay
big dividends. Communicating more clearly how managed
care works will make these plans more effective for our
employees. If employees understand how to use the plans,
they will maximize the benefits of managed care.

Finally, don't forget to think strategically. All too often,
benefit managers get distracted by the legal compliance and
administrative elements of our profession. While legal
compliance and administration are important, we have a
more significant contribution to make:o our organizations.

We need to add value to our organizations by ensuring
whatever we do helps our organizations meet stated
objectives.

Materiat in this article does not constitute accounting,
tag investment, legal or business advice. Employers should
review their situations with professional advisers.

Would you like advice from an experienced cotteague
on a risk management, benefits management or actuarial
problem? Three periodic features in the Perspective sec-
Non Of Business Insurance can give you some answers.

Ask A Risk Manager, Ask A Benefit Manager, Ask A
Benefit Actuary and Ask A Casualty Actuary answer

written questions from readers on risk and benefits man-
agement issues and actuarial problems.

This month's column on emptoyee benefit management
issues is written by Dennis J.
Nirtaut, managing director of
compensation and benefits for
Andersen Worldwide S.C. in
Chicago. Susan M. William J.
Miner, an actuary with Watson
Wyatt Worldwide in Chicago, an-
Sto ers gctuarial questions on ben-
efits issues. Christopher E. Man-
del, director of risk management
for KFC Corp. in Louisville, Ky.,
answers questions on risk man-
agement. And Richard E. Sher-
man, president Of Richard E.
Sherman & Associates Inc. in Ashtand, Ore., answers ac-
tuarial questions in the casualty field.

Address your questions to ASK, Business Insurance,
740 N- Rush St., Chicago, lll. 60611. Please give us your
name, title and employer; however, Business Insurance

wilt consider unsigned letters.

Mr. Nirtaut



Partnership can help measure total cost of risk

By Susan M. Sauer
and Kimberly C. 1shoy

Tf you're not looking at the big picture of
imanaging your total cost of risk, you can get
lulled into thinking you're getting valuable service

from your outside providers, including brokers,
insurers and vendors, when in fact the service may
have little to do with your strategic or financial

needs.

What is total cost of risk?

The world has changed from the days when an
organization's total cost of risk was calculated based
solely on an analysis of its cost of premiums, losses
and broker/service provider fees.

Traditionally, this approach led to
recommendations for insurance products. And when
the existing insurance products didn't work, more
expensive, so-called advanced or s:a:e-of-the-art
insurance products were recommended.

While these solutions may have helped reduce some
of your risk-related cost, they might not have
attacked your most pressing cost drivers.

Unfortunately, many insurance brokers are
continuing to focus on building a better mousetrap.
That's not to say insurance products don't help
manage total cost of risk; if used properly, they can
help a great deal.

Today, a total cost-of-risk approach can enable
your organization to address its entire spectrum of
risk: pure risk; financial risk; and speculative risk
such as market, liquidity, credit risk, legal and
regulatory risk, as well as the risk of damage to its
reputation.

This approach often calls for a broad-based
partnership of key employees involved in
understanding and managing risk, outside vendors,
suppliers and service providers and insurance
brokers/consultants that can focus on your business
strategies and the impact of your risks on your

bottom line.

Breaking through
organizational gridlock

Organizational gridlock results when departments,
vendors, suppliers, service providers and all other
entities that intersect with the organization cause
congestion by behaving independently.

On the surface these entities act as if they all work
toward the same goal but at the same time pull in
different directions.

A decision one department makes in an effort to
manage the total cost of risk may have a significant
impact on another department's cost-and, therefore,
the organization's total cost of risk.

For instance, if the operations department proposes
to relocate the company's Florida factory to New
Jersey, it may seem to be an effective way to reduce
the company's total cost of risk, i.e., losses due to
hurricanes are reduced.

However, the operations department may not be
aware of other costs associated with the move that
ultimately could increase the organization's overall
total cost of risk.

Some of these potential costs include: potentially
higher workers compensation classification rates,
potentially higher premium taxes and increased
payroll as salaries in New Jersey may be substantially
higher than in Florida.

To make sure a move to New Jersey makes the most
sense, the operations department should consult all
affected parties, i.e., risk management, human
resources, insurance brokers, etc.

Thus, avoiding organizational gridlock on cost-of-
risk issues calls for improving the quality and
frequency of communication among all involved
internal departments as well as with insurance

brokers, consultants and other outside service
providers and vendors

And all of the outside providers helping you reduce
your corporation's cost of risk must understand your
current business strategies as well as any plans that
will affect your operations three to five years into the
future.

Senior management knows the direction their firm
is taking-what it plans to buy, sell, whether it
foresees downsizing or right-sizing, or even
outsourcing various functions, and what's necessary
to maintain competitive strength and meet strategic
goals.

The providers who will be your partners in
addressing your cost-of-risk issues need that
information to help you determine your insured,
uninsured and uninsurable risks and gauge the
potential for significant loss due to either frequency
or severity of a claim, injury or potential for financial
and strategic loss.

What to expect from your
brokers and consultants

When children discover the usefulness of a hammer,
they quickly find many things around the house that
need "hammering," e.g., toys, the dining room table,
the dog.

Service providers, including insurance brokers,
often fall into the trap of using a new "tool" or
insurance product everywhere they can, hoping that if
they "hammer" enough things, something positive
will result.

The attribute most needed by insurance
brokers/consultants for successful reduction of total
cost of risk, though, is systemic understanding. Your
insurance broker/consultant must be absolutely
literate not only in your corporation's business, goals
and strategies but also your corporation's systems and
interrelationships.

Addressing a corporation's risk from a total cost of
risk perspective involves these steps:

« Discovery. The insurance broker/consultant must
ask questions to understand your corporation, the
interrelationships among various departments or
operations, and with their suppliers, buyers and
distribution channels. This will enable it to recognize
all cost components within your organization.

* Analyze and measure impact. The insurance
broker/consultant then must acquire a thorough
understanding of how various risks affect your
corporation. This calls for analyzing all pure,
speculative, insurable and non-insurable
risks/exposures identified through the discovery
process to determine how well they currently are
controlled; to uncover opportunities for reduction;
and to measure their impact on the corporation's
overall financial condition.

This work can't be done in a vacuum but requires a
working partnership with your operations, divisions,
service providers, suppliers and all others who
interact with the corporation to identify the most
serious exposures.

* Propose solutions. Recommendations to address
your risks must relate to your corporation's overall
business strategy and financial goals. The
broker/consultant should describe how the risks
affect your corporation's financial picture and
explain how its recommendations will control the cost
of risk and support your business strategy.

In cooperation with your accounting/CPA firms,
investment bankers and outside counsel, the
broker/consultant may also be able to make
suggestions that go beyond the traditional realm of
insurance to improve your overall financial picture.

Because of the broad-based approach taken, total
cost-of-risk analysis will yield recommendations that
will be more justified and have wider impact on your
corporation's bottom line.

« Implement. Some recommendations may require

the participation of all employees affected, division
managers and outside providers/suppliers, so
effective project management becomes a key to

This phase might also involve experimenting with
different implementation approaches, such as team-
based problem-solving.

Your broker/consultant may be able to help you
select the most appropriate implementation
procedures and processes. You should feel
comfortable with the broker/consultant's plan, its use
of resources and its ability to meet established
timetables.

Your company's facilitators should start with a
kickoff meeting to bring together individuals from
various disciplines to form an implementation team,

They should lead the team by consensus and allow
all affected parties to develop personal ownership for
the project and the results.

« Measure impact of solutions. Measuring success in
terms of reduced cycle time, improved efficiencies,
reduced defect rates or other measures is natural in
other parts of an organization-and logically should
be in the risk management area as well.

Depending upon the project assignment, some of
the metrics you may want to use in the risk
management area include: customer satisfaction
ratings, accuracy and timeliness of payment, accuracy
of coding, speed of first call made by a third-party
administrator to the claimant, minimization of loss
due to natural hazards, satisfaction at conclusion of
large property losses, minimization of political risk,
ability to obtain business licenses in certain countries,
reduction in auto claims, reduction in litigation rates,
duration of disability, reduction in costs (premium,
vendor, machinery, overall, etc.).

Your broker/consultant must be able to provide you
with concrete measures of the success it has had on a
project.

For example, if your organization is having a
problem with product defects, the cost-of-risk work
may revolve around the minimization of loss. You'd
first have to determine the impact potential of trying

to minimize this kind of loss and then be able to

measure the success after some agreed-to period of
time.

Communicate the results of your corporation's
initiative to reduce total cost of risk, congratulate all
involved in the process and celebrate the results!

* Improve. Next, you need to answer the question,
"Where do we go from here?"

The total cost-of-risk process requires continuous
improvement. Begin the process again, starting with
the "Discovery" phase to set new priorities and
identify additional areas to reduce the financial
impact of risk.

There's no better time than now to think differently
about your exposures and your risk management
programs. Managing total cost of risk is not only
purchasing the proper insurance coverage to ensure
adequate protection against losses. It's an incredible
opportunity to properly manage your organization's
risk to enhance your corporation's bottom line. 81

Ms. Sauer

Ms. Ishoy

Susan M. Sauer is a senior up with Johnson & Higgins
Global Risk Control Semices in Chicago. Kimberly C. Ishoy
is an assistant up with J&H University in Stamford, Conn.
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Mr. Megna added that he has
not seen much movement of ce
dents, though it could still occur.

"That categorically isn't the
case" at American Re, Mr. Noo-
nan said. "We grew very sharply
at year end."

But some reinsurers are seeing
evidence that cedents are shop-
ping around.

"Our submissions are up 30%
from this time last year," said
Richard Cole, chairman and chief
executive officer of Chartwell
Reinsurance Co. of Stamford,
Conn.

The market consolidation's
message to reinsurers is, "You
have to be larger,"” Mr. Cole said.
He predicted smaller reinsurers,
"those with under $150 million of
surplus, will have a tough time

seeing business that's being re-
placed.”
He also predicted that, eventu-

ally, the reduction in the number
of reinsurers and an inevitable

in- ,

crease in catastrophes compared <
with recent years will halt soften-"'

ing in reinsurance pricing and ,

Some reinsurers are 4

dropping rates so much

Ihe business is almost *

certain to be unprofitable,
says Heidi Hutter.

"bring some saneness to the mar-
ket.”

In the meantime, though, rein-
surance premiums in all areas
continue to fall.

Those who expected that fewer

choices would mean decreased
competition are "being proved re-
soundingly wrong," Ms. Hutter
said. "We're seeing increased
competition.”

Noting that reinsurers' results
have been good for a couple of
years, she added that reinsurers
have "started competing away the
profits."”

Reinsurers' good results over
the past few years have led to a
demand for lower rates by rein-
surance buyers, said John Berger,
president of F&G Re Inc. in Mor-
ristown, N.J.

"Buyers feel that they have been
overpaying in the past, and now
they see a chance to bring the
prices down," he said.

"Rates have only gone up if the
experience has been really bad or
if the exposures have changed
dramatically. The consolidation
has not had any effect on rates,”
said Coby Van de Graaf, manag-
ing director and CEO of the rein-
surance brokerage division of
Towers Perrin.

"You want it, you've got it,"
summed up Steven Bolland, se-
nior vp with reinsurance interme-
diary Gill & Roeser Inc. in New
York.

Some reinsurers are dropping
rates so much the business is al-

most certain to be unprofitable,
said Ms. Hutter of Swiss Re.

"The thing that strikes me in
this renewal, more than ever, is
we're seeing a lot of quotes we've
lost to someone else who has
priced below burning cost,” or the
amount of an expected loss, not
including administrative and oth-
er expenses, according to Ms.
Hutter.

She asked why Swiss Re should
compete for that business. "If we
don't write that cover, we'll be
richer a year from now than if we
do.”

With reinsurers clamoring for
more premiums, programs are be-
ing placed easily and quickly, said
Mr. Van de Graaf of Towers Per-

We Cannot Tell A Lie.

Our business is built on trust and respect. While many dental "We can place coverage today in
24 hours, whereas three or four
years ago it would have taken a
month,” he said.

Notably, working layer cover-
ages can be completed by visiting

as few as two reinsurers, Mr. Van
where they can find out. These things sound simple, and for us they really are. We've built our business around de Graaf said.

"And, you don't have to go to

the bottom of the barrel; you can
LIFE INSURANCE CORR

carriers are impressed with themse-ves when they pay claims in an average of eleven days, we pay our claims in an

average of just five days. When our clients want to know the exact status of their claims. we provide a toll-free number

customer service. And honestly, we're glad we did. For further _nformation, contact your
stay at the top of the barrel and
still get it placed," he said.

The result is a new-look renew-

producer or call Ameritas at 1-800-776-9446. Let us share with you the simple truth.

al season.
Ameritas Life Insurance Corp. produc:s are available nationwide, e=cept In New York prod,cts are provided thrcug.1 Ameritas Bankers Assurance Company. For more information on

"l think it's busier later" as in-
Ameritas products in New York, call 1-8C0O-201-8562. ©1995 Ameritas and the bison symbol are regisiered service narks of Ameritas Life insurance Corp.

surers take more time to hunt for
bargains, Chartwelrs Mr. Cole

said.
Property and casualty reinsur-
ance premium decreases vary by
See Reinsurers on page 36
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line of business, but generally they
are down 10% to 15%, said Gill &
Roeser's Mr. Bolland.

For property catastrophe cover-
age, insurers with no losses were
obtaining 10% to 20% premium
decreases, said Chris L. Walker,
piesident and CEO of reinsurance
broker E.VW. Blanch Co. in Min-
neapolis.

But, the rate decreases in catas-
trophe business were lower than
expected, said Mike Schell, senior
vp-North American underwriting
at St. Paul Re in New York.

*There was a less than 10% re-
duction and, frankly, with the ex-
perience reinsurers had in 1996, I'd
say that was reasonable," he said.

Regional U.S. accounts saw
property catastrophe rates decline
br' as much as 12%, whereas pre-

miums for national accounts and
non-U.S. accounts fell by up to
20%, said Guy Hengesbaugh, ex-
eeutive vp at LaSalle Re Ltd. in
Berrnuda.

Non-U.S. accounts attracted the
most spectacular rate decreases,
said Mr. Berger of F&G Re.

For example, one account in
Mexico enjoyed a 50% rate cut, he
said.

"Rates had been at a historically
high level, and reinsurers' loss ac-
tivity has been below normal lev-
els, so the rates are coming down,"
Mr. Berger said.

California earthquake coverage
"is significantly more competitive
than it has been," American Re's
Mr. Noonan said. Premiums are
down 10% to 20%. "And, more im-
portantly, there's a lot more capac-
ity available," he said.

Also fueling the competitive
reinsurance market in general and
the property catastrophe market in

particular is Lloyd's of London,

according to reinsurance execu-
tives.

Lloyd's has become a resurgent

is somewhat competitive "but not
unreasonably so," said Mr. Noo-

Premiums this renewal season

'Rates had been at a historically high

level, and reinsurers'’

loss activity has been

below normal levels, so the rates are
coming down,' says F&G Re's John Berger.

force in the reinsurance market
since its reconstruction and renew-
al plan was endorsed last year.
Lloyd's underwriters have sought
to reclaim much of the catastrophe
business they lost to other markets
during its troubled years in the
first half of the 19905.

Meanwhile, the property market

are down 5% to 10%, but the risk
still is not underpriced, he said.
Reinsurers still can make a rea-
sonable profit from property busi-
ness. And, while they are lowering
premiums for insurers with good
experience, they still are able to
impose some higher premiums on
accounts with poor experience,

RISK MANAGER OF THE YEAR AND RISK MANAGEMENT HONOR ROLL AWARDS

These awards recognize individual accomplishments in the field of risk management. For nominating forms and rules,
call or fax: phone: 312/649-5319 - fax: 312/280-3174

EMPLOYEE BENEF[TS COMMUNICATION AWARDS

The EBC awards honor employers for excellence in communicating benefits programs to their employees. Insurance
companies and consulting firms also are recognized for their participation in the preparation of award-winning
communication programs. For entry forms and rules, call or fax: phone: 212/210-0299 - fax: 212/210-0704
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financing and the captives market. For details on registration or exhibition, call or fax:
phone: 212/210-0299 - fax: 212/210-0704

ON-LINE SERVICES

Now you can find Business Insurance on the World Wide Web. B/'s home page includes many important departments,

including ... UPDATES for late breaking news posted each Friday ... INTERNET ARTICLES from past issues ... a

DATEBOOK of searchable industry-wide meetings and events... WEB LINKS listing sites on the web of interest to risk

and benefits managers ... ONLINE FORUMS for users to exchange information and ideas ... and much more.
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REPRINT SERVICES
8/'s Reprint Department can provide reprints, in quantities of 100 or more, of any article appearing in the weekly
newsmagazine. Legal permission, complying with U.S. copyright laws, also can be provided to companies wishing to

reprint, on their own, material appearing in the newsmagazine. For information, call or write:
phone: 312/649-5319 - fax: 312/280-3174

ARTICLE FAX SERVICE

For article photocopies sent by fax on the same day, call us with your credit card information, specify B/ issue date and
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SINGLE COPY SALES

To orderacurrentorback issue of Business Insurance, call the single copy sales division of Brs Circulation Department:
800/678-9595

DIRECTORY OF BUYERS

The 1996/97 Business insurance Directory of U.S.-Based Corporate Buyers of Insurance, Benefit Plans and Risk
Management Services contains alphabetical listings of nearly 3,100 U.S. corporations. You'll find names and titles of
over 17,000 executives responsible for risk management, employee benefits and more-plus vital statistics on type of

business, revenue or assets, and number of employees. To order your copy, available in print or on disk for the PC, call:
313/446-1623

B/'s 1996/97 International Directory of Corporate Buyers Based Outside the U.S., lists nearly 3,800 executives in more
than 700 companies from 27 countries. Listings include address and phone and fax numbers, type of business, currency
ofthe country, revenue orsales, and the names and titles oftop-level executivesresponsible forrisk management, security,
health care and finance. To order your copy, available in print or on disk for the PC, call. 313/446-1623

DIRECTORY OF MANAGED CARE PROVIDERS
The 1996/97 Business Insurance Directory of Managed Care Providers is published as a special extra edition of W. The
directory contains profiles of HMOs, PPOs and POS plans across the country. To order, call: 313/446-1623

IN-PUBLICATION DIRECTORIES

Business insurance publishes more than 20 comprehensive in-publication directories during the year, making access to
services and suppliers easy. Providing detailed listings of firms in specialized areas,B/'sdirectories give readers a direct
route to better management techniques and eliminate frustrating hours researching services and suppliers available in the
marketplace. For a listing of B/'s in-publication directories, call: 312/649-5398
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said Mr. Schell of St. Paul.

Casualty reinsurance is far less
adequately rated, Mr. Schell said.

"Casualty clash pricing was off
more than we thought it would be,
and we withdrew from a lot of pro-
grams," he said. Casualty clash
coverage protects an insurer when
several policyholders sustain loss-
es from a single event.

Premium reductions range from
10% to 20%, Mr. Megna said.

In addition, reinsurers are writ-
ing multiyear policies for the cov-
erage, he said.

Other casualty business also is
being renewed at lo\ver premiums.

Pricing for umbrella and excess
liability business "continues to be
extremely competitive-so much
so that we don't think it makes any
sense," said Mr. Noonan. "There's
no hope of making an underwrit-

ing or an economic profit on the
business."”

Broker market reinsurers are
cutting premiums 10% to 20%,
while direct writers are holding
premiums more steady, he said.

Mr. Noonan also noted a second
level of "discounting." He said
some brokers are rebating as much
as half their commissions to the
ceding company in an effort to re-
tain that business.

The larger retentions insurers
began taking for both casualty and
catastrophe business during the
past several years also continue to
help drive the soft reinsurance

market.

Fewer insurers this renewal sea-
son hiked their retentions, but
many retained the higher reten-
tions they accepted during the past
couple renewals, reinsurance mar-
ket executives said.

While those insurers are "getting
comfortable" with the higher re-
tentions, Mr. Megna said they
"could be playing with fire."

But, a subset of insurers that had
assunned large retentions are try-
ing to buy them down again be-
cause of their "bad pricing" moves
with policyholders, Mr. Noonan
said. They are "trying to lay off"
the ramifications of that bad pric-
ing on reinsurers now, he said.

One insurer tried to cut its $10
million retention per policyholder
to $250,000, Mr. Noonan noted.

"It is similar to the early 1980s
when rates got so soft that some
insurers used inadequately priced
reinsurance to compete,"” said Mr.
Schell.

Meanwhile, coverage from capi-
tal markets continues to be more a
topic of discussion than a reality
for most reinsurers and reinsur-
ance buyers.

While a few capital market deals
continue to be completed, most
reinsurance programs use tradi-
tional reinsurance.

"They've been slow to take off"
for several reasons, Mr. Megna
said. The traditional market has
responded to capital market's in-
terest; several Bermuda facilities
have been created in the past cou-
ple years; and reinsurers have not
been pounded by catastrophe loss-
es in the past few years, he said.

"However, there's still work to
be done in the cat area," Mr. Meg-
na said.

He said capital markets could be
"supplemental players" by provid-
ing protection for losses excess of
$20 billion to $25 billion, or "ex-
cess of Andrew.” Hurricane An-
drew caused $15.5 billion of in-
sured damage in 1992.

Swiss Re's Ms. Hutter foresees
more of a collaborative effort with
capital markets to develop "effi-
cient” products that would "fill in
where reinsurance is not an effi-
cient provider of risk financing."
Some of those products may be in-
troduced as early as this year, she
said, without elaborating. 1511
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"They're not going up, but clearly managers' specific program wants keep the renewal, I'll do,' " said Enc

they're not gomg south," he said
Cont:nued from page 3 The only areas where brokers see

from 20% to 40% in rate levels for real capacity and pricing problems

i casualty pohcies, especially prima- are in the windstorm- and earth-

ry casualty, umbrella and excess h- quake-prone locations

abihty "Coastal wind and earthquake
And "workers compensation con- exposures for large property buyers

tinues to experience unprecedented are extremely difficult to place,"”

competition,” said Gary Van der Mr VVan der Voort said "Prices are

Voort, president of the brokerage not coming down and capacity is

service division of Arthur J Gal- not Increasing "

lagher & Co in Itasca, Il While it Mr Brown said he is specifically

was "the problem coverage four to seeing higher deductibles, less ca-

five years ago, it is now the market's pacity and higher prices for proper-
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ever are wilhng to adhere to risk ers remains, 'Whatever it takes to said

and needs

It is this kmd of atmosphere that Maryland m Hunt Valley

'Insurers are so hungry for premium dollars

we will see more first dollar programs and
lower deductibles as underwriters continue

to chase premium dollars,' says Eric Hein.

most competitive area

ty insurance in the Southeast, the is promptmg brokers to recommend

"Risk managers are looking be-
Hein, president of WIills Corroon of yond traditional insurance risk cat-
egories," added Mr Ruoff of Sedg-
wick James They are beginning to

look to banks and other financial

institutions to transfer or hedge
their risks

Mr Ruoff is particularly bulhsh
about the capital markets "l think
that by the year 2000, it will be a $5
(bilhon) to $6 bilhon market "

-We're seeing insurance pro-
grams that are becoming more
specifically responsive to our
clients' financial goals," said Mr
"I've seen underwnters set a price MeBurnie of J&H

Frank C Witthun, president and Eastern seaboard, Florida and that their clients take down their for the business at or below expect- For mstance, one new Innovation
retentions and develop contingency ed losses," he said, referring mamly involves retentions that fluctuate

CEO of Acordia Inc in Indianapo- Texas
hs, said workers comp rates in Call-

fornia, however, are starting to lev- tive nature in all lines of business, "The rate of decline has slowed, asounding

as brokers say underwriters more than but the attitude among underwrit-

el off after dropping as muc

/. Dj

Because of the market's competi- plans in case the market hardens
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to hability policies "It's absolutely automatically as chents' profit mar-
gm varies with certain commodi-
Insurers are so hungry for pre- ties, he said
mium dollars we will see more first The goal is to find "more innova-
dollar programs and lower de- tive and creative approaches" that
ductibles as underwnters continue tie in closely with the client's busi-
to chase premium dollars"” in 1997, ness Increasing the amount of un-
Mr Hein predicted

"The market continues to be com- tween broker and client creates

derstanding and interaction be-

petitive, but more importantly, "true financial partners in nsk "
most insurers have adopted a pos-
ture where they'd like to be chal- said the pace of convergence among
lenged by a risk manager's wish insurance, securities and banking
hst," agreed Larry R Sorensen, ex- markets will accelerate
ecutive vp-corporate marketing at
Aon Risk Services Cos Inc in move from pre-loss funding
Chicago through insurance premiums to
So now is the time for risk man- post-loss funding through a debt
agers to step back "and design a loss payment to a loan facility, he
program of their dreams," he said predicts

As the trend continues, Mr Hein

Eventually, risk managers will

"I beheve they'll find one or two un- The favorable buyer's market is
derwriters who will be willing to prompting some brokers to recom-
dellver a quallty long-term program mend that chents lower their reten-
that meets their design " tions

While multi-year programs have
been a hot topic among market looking at increasing retentions, it's
players, brokers' experiences with now time to look at the other side of
them differ Some say the multi- the com,"” Mr Hein said
year program business is in de-

"We've spent the last five years

"It's hard to get buyers to go to
mand, while others see little inter- higher retentions, but when they're
est from rlsk managers

"Everyone is looking at multi- back down " he said But "that's ex-
year combined programs,” said actly what we're looking to do We

Gary Gatewood, managing director talk to people about doing that all
and head of Marsh & McLennan the time We tell them to take ad-

there, it's even harder to get them

Cos Inc 's global brokerage opera- vantage of the market We abso-
tion in New York lutely are seeing it"

Some clients do want multi-year While some risk managers main-
coverages because they want to lock tained their retentions and took a
in rates, Acordia's Mr Witthun price reduction, Mr Ruoff said he
said, noting this is especially hap- has seen other risk managers cut
pening in the placement of high- therr retentions on property and ca-
risk coverages sualty accounts to $250,000 from

"Anyone who wants a multi-year $500,000 while paying the same
deal Just needs to ask for it," added premium
Mr Hem of W11lls Corroon "Risk managers are lowering

But Sedgwick's Mr Ruoff said their retentions because the market
multi-year policies have not taken IS offering terms more favorable,”
hold as he thought they would he said

In general, risk managers "do not But how long can this environ-
want to put all their eggs in one ment last'>
basket They like to keep their op-
tions open,” he said we're still plumbing the depths to

Mr VVan der VVoort also has not look for it," Mr Hein said

seen growth in the multi-year pro-

"There has to be a bottom, but

"Risk managers are so much more
grams informed about their risks today
"l haven't seen an overwhelming than five years ago," he said And
interest because buyers are seeing the more informed they are about
their renewals coming down year their losses and risks, the more re-
after year,"” he said tention they assume, therefore leav-
Expanding the multi-year pro- mg less premium for msurers With
gram, Aon's Mr Sorensen said risk fewer premiums m the market to
managers also are asking for blend- write, the more insurers compete
ed programs with a single hmit un- for them
der a multi-year penod
Generally with financial institu- Hein said
tion and malor corporate clients,

"It's a self-fulfilling spiral,"” Mr

But if one looks at programs to-
Mr Sorensen said he has seen suc- day and where prices have gone and
cess m blending property and casu- where loss levels are, "there is not a
alty programs as well as profession- lot more to squeeze out of this
al indemnity programs with direc- thing," he said "If you look logical-
tors and officers liability, fiduciary ly and you see underwriters setting
hability and employment practices prices below expected losses, you
hability coverages

The alternative market, alterna-

have to say, 'Can it get any lower?'
If | were concerned about get-

tive risk financing strategies and ting close to the bottom, and if |
the use of capital markets to hedge were a buyer | would be, | would
risks continue to be hot topics for get a three-year program™” that
risk managers, brokers report locks m rates, he said

"The alternative market is still a Indeed, Mr Ruoff said now is the
very viable alternative for large time for risk managers to develop a
buyers, and group captives and contingency plan in case of a mar-
group purchasing programs are an ket change
attractive alternative to middle "It's a good time in terms of avail-

market buyers,” Mr Van der Voort See Brokers on nert page
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Continued from previous page
ability," he said. But "it's very impor-
tant for risk managers today, while
tke seas are calm, to think about their
szrategy in the long term if the mar-
ket does change."

Consolidation is one area that
while heavy in activity has yet to ef-
fect a market change. Instead, bro-
kers say it is more of a boon for risk
managers.

If anything, acquisitions have re-
salted in "greater specialization, new
services and more product develop-
ment,"” said Aon's Mr. Sorensen,
,.those company was involved in the
largest broker acquisition on record
lite last year.

After buying Bain Hogg Group
P.L.C., the world's 11th-largest bro-
KEr, in October, Aon bought Alexan-
der & Alexander Services Inc., the
world's fourth-largest broker, in De-
cember (Bl, Dec. 16, 1996)

On the heels of the Aon deal, Lon-
don-based JIB Group P.L.C., the
world's 10th-largest broker, an-
nounced plans to merge with Lloyd
Thompson Group P.L.C. (BI, Dec.
23/30,1996)

One only has to look to the reinsur-
ance market last year to find even
more merger and acquisition activi-
t-1.

"As far as any effect on renewals, it
*gill not come about until there is a
tit more consolidation,” Mr. Ruoff

said. "There are still choices around.
It is when those choices become more
limited that renewals will be affect-
ed. There is less competition when
there are fewer participants.”

While insurance buyers may have
fewer choices due to the acquisitions,
"they have more financially sound
companies to choose from because
the weaker ones are being merged or
acquired," Mr. Hein said.

"As long as there are three firms,

it's enough to create a market," he
contends. And those three firms will

"be better capitalized with more re-
sources and a better understanding
of cost. We don't need 2,000 proper-
ty/casualty insurers in the U.S.'

While the property/casualty mar-
ket remains the same, risk managers
can look forward to a more financial-
ly sound Lloyd's of London.

Lloyd's announced in July its first
profits in five years, and in Septem-
ber Lloyd's reconstruction and re-
newal plan was approved.

"Now that (the R&R plan) is be-
hind Lloyd's and it appears to have a
probable strong future, the buyer's
interest in Lloyd's will be enhanced,”
Mr. Van der Voort said.

"There has probably been a sense
of relief experienced by many loyal
customers that valued Lloyd's exper-
tise, particularly in aviation, marine,
reinsurance and (excess and sur-
plus)," Mr. Sorensen said.

Lloyd's will "be a lot more active in
'97," Mr. Ruoff predicted. "It will
keep the market competitive," |

European brokers and underwriters
see rate cuts across the board

By STACY SHAPIRO

Brokers and underwriters in Lon-
don and continental Europe are lick-
ing their wounds after a grueling
year-end renewal season dominated
by rate cuts in almost all classes of
business in almost all parts of the
world.

Policyholders called the shots and
waited for the right price, extending

e >»

R PeRT

the renewal season much later than
usual. Spurred by substantial overca-
pacity, underwriters were writing
business for market share and gener-
ally met policyholders' demands.

This typical soft-market scenario
forced brokers and underwriters in
London and continental Europe to do
some tough negotiating through the
Christmas and New Year holidays to
come up with deals acceptable to buy-
ers. The lion's share of activity took
place during the last half of Decem-

Winterthur Swiss

Insurance Company

AnNnNnounces

ber, and the streets around Lloyd's of
London and the London Underwrit-
ing Centre were packed with brokers.

This fierce competition resulted in
some prices falling lower than predic-
tions prior to year-end. For example,
according to interviews with execu-
tives in London and continental Eu-
rope:

« Property catastrophe reinsurance
rates worldwide fell on average by
about 10% to 20%, with some pro-
grams receiving cuts as high as 50%.

« Property risk excess reinsurance
rates worldwide fell 10% to 20%, and
some policies included provisions to
give policyholders large premium re-
bates if no claims are filed during the
policy periods.

* Property facultative reinsurance
rates fell as much as 30%.

* North American casualty treaty
reinsurance business saw an unspeci-
fied squeeze on profit commissions
and ceding commissions.

* Industrial fire insurance in Europe
saw rate reductions of as much as
40%.

Meanwhile, the International

Group of P&l Clubs is expected to re-
ceive at least a 40% rate reduction in
its liability reinsurance program of $2
billion when it renews in February
(BI, Jan. 6). The protection and in-

Effective January 1, 1997, United States multinational operations for the Winterthur Swiss
Insurance Group will be administered through Vanguard and Vanguard Underwriters
Insurance Companies as part of the wholly owned General Casualty Insurance Companies.
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demnity clubs, which are shipowner
mutuals for general liability and pol-
lution liability risks, buy what could
be the single largest reinsurance pro-
gram in all classes of business.

Some pockets of coverage have seen
rates remain flat, such as UK. auto
reinsurance, where claims have not
been as good as expected, and U.K. li-
ability reinsurance, because under-
writers are concerned about the in-
crease in personal injury lawsuits in
the country. U.K employer liability
insurance rates actually may go up
this year as a result (Bl, Dec. 23/30,
1996).

But overall, the worldwide insur-
ance and reinsurance markets have
softened for the third year in a row.

"Competition is fierce," said Victor
Blake, non-executive chairman of the
reinsurance operations of CNA Insur-
ance Group. "No rates are going up,"

In the catastrophe reinsurance
business, for example, certain compa-
nies tried to keep rate reductions to
about 10% from last year, said Mr.
Blake. "That's reasonable," because
underwriters have been making mon-
ey and can afford it, he said.

"some

However, underwriters

haven't heeded the lessons of the past”
and are cutting rates even more to win
new business or try to get business
back on the books, he said. Mr. Blake
said he hopes buyers will see that this
type of approach means "the under-
writers won't be around long."

"There's been substantial reduc-
tions in just about every line of busi-
ness," summed up John Pelly, chair-
man of non-marine reinsurance for
Willis, Faber & Dumas Ltd., the rein-
surance arm of Willis Corroon Group
P.L.C. "It's very bloody out there, dog-
eat-dog."

The year-end renewal season was
"diabolical,"” added one Lloyd's of
London catastrophe underwriter. Al-
though a lessening of rates was ex-
pected before year-end, "l was sur-
prised by the amount of reductions
going on." Several months ago, the
underwriter thought rates would be
off by 10 points, "but it was more than
that. The clients pushed.”

Some underwriters compared the
softening of themarket with 1983,but
"it smells like 1989 to me," said the
underwriter, referring to the last ma-
jor soft market.

Another Lloyd's underwriter de-
scribed his competitors as having "a
lemming instinct"-both in Lloyd's
and the wider London market-
though another pointed out some
were wearing life jackets and would

most likely survive despite their ac-
tions this renewal season.

T'he renewal season was "at least 10

days to two weeks later than last
year," said Ross MeKenzie, chief exec-
utive officer of all non-marine opera-
tions of Alexander Howden Group
Ltd. in London. Few orders were
placed before Christmas, but most
deals were completed by last week.
"Buyers wanted rate cuts and they
wanted lower pricings....It's weird.
Last year was late enough.
This year's later than last year."

"The market in general is very com-
petitive, more so over here (in Europe)
than in the States," added Dirk
Lohmann, a member of the executive
board of Hannover Re Group of Han-
nover, Germany.

Prices are coming down for proper-
ty catastrophe coverages outside the
United States, and rates can be off by
as much as 40%, said Mr. Lohmann.
However, there still is a shortage cf
capacity for some of the major U.S.
ceding companies, so prices there re-
main steady, he said.

"The market is very, very weak and
reductions on some single accounls

Continued on next page
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are bigger than we thought," said
Benito Pagnanelli, deputy general
manager of Assicurazioni Generali
S p.A. in Trieste, Italy. "Everyone is
trying to get market share, and no
one is interested in profitability."

In particular, commercial fire in-
surance rates in continental Europe
have dropped as much as 40%,
which is "illogical. unjustifiable,”
said Mr. Pagnanelli.

Major companies like Generali
try not to follow the market down
and be aggressive in rating, but "we
have to react" to show a "sign of vi-
tality," he said.

"On average, rates will be lower
in 1997 than in 1996," said Jacques
Blondeau, chairman of SCOR S.A.
in Paris. Unlike most executives,
Mr. Blondeau thought the renewal
season confirmed what underwrit-
ers predicted at the Rendez-Vous de
Septembre. Some classes are seeing
drops in rates-such as marine and
aviation and natural catastrophes
particularly in Europe, he said.

"The market is pretty competi-
live," acknowledged Philip Marcell,
chairman and chief executive of
Unionamerica Insurance Co. Ltd.
and chairman of the London Inter-
national Insurance & Reinsurance
Market Assn. Despite rate decreas-
es of between 10% and 20% for the
past three renewal seasons, Mr.
Marcell anticipates further decreas-

Dec. 31 and Jan. 1 are the tradi-
tional dates for many insurance and
reinsurance rei-lewals around the
globe.

Most executives in London and
continental Europe said at least
half of their books of business are
renewed at year end, particularly in
Asia, South America, the United
States and Europe, There are other
big renewal seasons-such as April
1 in Japan and July 1 in Australia-
but year end sees the largest
amount of business at any one time.

Usually renewal seasons see a
cyclical pattern, where the markets
are hard for a few years and then
soft the next five to seven years. No
one has really talked of a hard mar-
ket in the United States for many
years, since the collapse of the casu-
alty market in the mid-1980s.

However, poor catastrophe re-
sults from 1988 to 1990, coupled
with the collapse of the retroces-
sional market, crushed the London
and continental Europe markets in
the early 199()s, leading to a sharp
drop in capacity for property catas-
trophe coverage worldwide.

Many markets have taken up the
slack, which led to rates softening
at the beginning of 1995 and 1996.

Meanwhile, there have been few
major catastrophe claims since
1992, resulting in significant profits
for new and old underwriting capi-
tal. For example, LIRMA saw gross
premiums rise 15% for 1995, the
last year reported. to £3.4 billion
($5.28 billion), while gross claims
dropped 13% in that period to £1.9
billion ($2.95 billion), statistics
show.

With new capital and few losses,
there is now a huge amount of ca-
pacity that needs to be fed, and tra-
ditional markets are on the mend.
For example, Bermuda now has $3
billion in capital that wasni avail-
able in the last cycle and competed
hard for U.S. business this renewal
season, according to executives.
Sydney, Australia. also is trying to
set up an international reinsurance
market and competed for business

this renewal season, said Mi-.
McKenzie.

London also is on the mend now
that Lloyd's of London has com-
pleted its reconstruction and re-
newal program. Lloyd's this year
has increased its capacity 3% to
£10.3 billion ($17.64 billion), of
which 44% will be provided by cor-

porate members. Competition as a
result was fierce between company
markets and Lloyd's syndicates this
renewal season.

In addition, the two largest rein-
surance companies in the world,
Munich Reinsurance Co. and Swiss
Reinsurance Co., have been very ag-
gressive during this year's renewal
season and have been fighting for

market share, many executives
cornrnented.

Swiss Re in Zurich did not return
calls. A spokesman for Munich Re
in Munich said the markets are now
"in a more competitive environment
and, as No. 1, we're forced to follow
developments without damaging
ourselves.”

"There have been no catastrophes
of any consequence since 1992, so
reinsurers have had a number of
profitable years when rates rose"
and there were good investment in-

come returns, said Mr. Pelly of
Willis Corroon. -So reinsurance

balance sheets have been substan-
tially repaired.”
"Supply and demand has turned

around 180 degrees" from the early
1990s because of the combination of

all these factors, said Mr. Pelly. "We

'If demand remains
constant and supply
increases, inevitably
the price goes down,’'
says Philip Marcell.

are going into another very compet-
itive cycle in the marketplace that
will ultimately hurt (some compa-
nies)."

The fierce competition during the
recent year-end renewals also was
fueled by a number of major merg-

ers of both insurance and reinsur-
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ance companies in the past few
years, "so appetites become bigger,"
said Mr. Pagnanelli.

These mergers and acquisitions
coupled with new underwriting en-

tities "are generating overcapacity.
You have to wonder how long it will
continue. .(It's all about) premi-
ums and losses, (and) a big catastro-
phe will occur one day."

Competition will continue, par-
ticularly in London, for just these
reasons, added Mr. Marcell of
Unionamerica. "If demand remains
constant and supply increases, in-
evitably the price goes down," said
Mr. Marcell. "Insurers can afford to
let the price go down" as a result of
the gentle claims activity, he ex-
plained.

But the question is whether to let
rates drop too far. Andrew Elliott,
underwriter at Liberty Syndicate
Management Ltd., thinks some of
the lessons that should have been

learned from the past have been ig-

nored. "Looking at most reinsur-
ance figures, there have been five
years with no claims." That, he
says, is longer than most people's
memories, particularly of those new
to the market.

David Mann, Lloyd's underwriter
at DP Mann Underwriting Agency
Ltd., described the current market
as "grudgingly competitive," one in
which powerful competitors are
forming long-term strategies and
taking very long-term positions.

Mr. Mann sees no evidence of a
soft market ending. The period be-
tween 1993 and 1996 was "remark-
able" for its lack of claims, particu-
larly on property business. As a re-
suit, "it would take tremendous up-
heaval in terms of the loss cost (for
rates) to change. . . .The next few
years are going to be a real test of

all our skKills," said Mr. Mann.

Sarah Goddard contributed to this

report.
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Soft conditions spell buyer's market: J&H

By MICHAEL PRINCE

In trying to adapt to a soft mar-
ket flush with capacity, insurers
are covering more risks and creat-
ir.g new and innovative produess,
Johnson & Higgins says in a new
report.

These new products, which in-
clude multi-line and multi-year
products, along with continued low
costs, have slowed the growth of
alternative risk financing from the
capital markets.

"For most lines, insureds can
look forward to even lower prices,
higher limits, and more coverage
enhancements at negligible added
ost," states a report to be released
tomorrow by the New York-based
broker entitled " 1997 Insurance
Market Review & Forecast.”

©1997, Swell & Cron,dod

"Long-term contracts and the
ability to enhance protection for
risks that were historically unin-
surable" were the most important
developments in 1996, Norman
Barham, president of J&H, said in
an interview. He compared the
long-term relationships between

buyer and insurer to a marriage, in
which both sides win or lose to-

gether.

The soft market, however, is not
without its risks. "When insurers
offer highly attractive terms and
conditions, they are making a wa-
ger that premiums will cover loss-
es, but competition that drives
prices downward can drive them so
far that it creates market security
problems," the J&H report states.
"Concerns about price or reserve
adequacy translate directly into

concerns about market security
and, therefore, claims-paying abil-
ity."

"Security will become one of the
big concerns in our business" in the
long term, Mr. Barham added.

The continued soft market has
reduced demand for alternative
risk financing from the capital
markets, and insurers instead are
providing innovative risk financing
products.

"Today's alternative market en-
compasses a broad spectrum of risk
financing options, most from very
traditional sources," the report
states.

Continuing a trend existing since
1978, U.S. property/casualty insur-
ers posted an underwriting loss in
1996, with all profits coming from
investment income. In the past two

years, the strong stock market has
buoyed insurers' profit margins,
contributing to record levels of sur-
plus.

Looking at claims, 1996 did not
see the catastrophic losses of prior
years. However, an increase in the
number or severity of catastrophic
losses in the future, combined with
a downturn in the stock market,
could lead to a hard market. Accu-

rate predictions of stock market
fluctuations or weather events are

equally elusive, the J&H report
states.

One sign of an impending hard
market, according to the report,
will be a reduction in the industry's
level of policyholder surplus. A de-
cline in surplus preceded the past
three hard markets of 1970, 1975
and 1985. Only 1973's slight drop

The First D&0 Coverage With "Duty To Defend" For Public Companies.
It Puts Carriers Where They Belong.

Figi e shons SRRueesy

effective defense against all D&O
claims, and to resolve problems rapidly.

standard market, public company risks
as well as closely-held and private cor-

from Swett & Crawford. the nation's
premier wholesale broker, is a break-
through in protection for directors
and officers of standard market cor-
porations including those publicly
traded. Its "duty to defend" form, the
first of its kind in the industry, ensures
that the carrier and the insured work

as a team to get the best, most cost

This Swett & Crawford exclusive
program, available only from our 25
offices nationwide, includes entity
coverage if company directors and/or
officers are named in a suit. For an
additional premium, coverage can also
incorporate a broad form employment
practices liability endorsement. The
program is specially designed for

porations. To find out if your clients
qualify call the D&O specialist at your
nearby Swett & Crawford office. Or
call Rachel Mclunney, D&O0-Exclusive
underwriting manager today.

Swett &Crawford
Swett Insurance Managers
(213) 251-1258 « Fax: (213) 381-7992

in surplus failed to lead directly to
a hard market.

On the casualty side, the report
predicts the soft market will con-
tinue through 1997 with greater re-
ductions in prices anticipated for
lead umbrella markets than for
higher excess layers. Also, Bermu-
da insurers will be less likely to re-
duce prices compared with U.S. in-
surers, despite risking loss of mar-
ket share.

The report also says Lloyd's of
London will play a more prominent
role in the future, especially in
niche markets, such as professional
liability, aviation, marine, oil, gas
and petrochemicals, and reinsur-

In response to buyers' demands
and to maintain market share, in-
surers will offer an increasing ar-
ray of new risk transfer products.
These include multi-year and mul-
ti-line policies, the inclusion of
non-insurable business risks and
sliding deductibles.

"There is no better time than
now for insureds to demand the
types of risk transfer solutions that
meet their needs," the report states.
"Carriers are eager to differentiate

'There isno better time

than now for insureds to

demand the types of,isk
transfer solutions that meet

their needs,' J&H says.

themselves from the herd and are

more ready than ever to consider a
client's wish list.”

Also, 1996 saw more companies
looking at their total cost of risk
"1996 was a year for total cost of
risk. Buyers said, 'Let's take a look
at what we got, in terms of expo-
sures, said Robert Meyers, senior
vp and head of J&H's global prop-
erty practice.

An example of successfully ap-
plying the total cost of risk concepi
to lower costs occurred with work-
ers compensation, said John
Deitchman, director and global
practice leader for J&H. A few
years ago, workers comp rates were
sky-high, he said.

"Now it's a money-maker for in-
surers, and client costs are way
down," he said. This was done
through a combination of legisla-
tive reforms and a determined ef-
fort by employers and insurers to
lower workers comp costs.

Buyers can apply these efforts to
other areas. "If you focus on where
the costs are coming from and ad-
dress them, you can produce some
significant results," Mr. Deitchman
said.

The report states that workers
compensation rates fell during
1996 and will fall in 1997, largely
as a result of cost-reduction efforts
and competition in the workers
comp market.

1996 saw faster-than-predicted
rate and coverage term flexibility
for directors and officers liability
insurance. Because of favorable
loss experiences, coverage is pler-
tiful and rates will remain compet-
itive.

As a result of the Private Secur--
ties Litigation Reform Act passed
in late 1995, the number of federal
securities suits has dropped signit-
icantly. This drop, however, is off-
set by increases in state court suits,
which could potentially harden the
market.

For environmental impairment
liability insurance, 1997 should see

See Forecast on page 42
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We write environmental insurance for all of them.

ECS Underwriting meets the environmental insurance needs of clients like yours, no matter
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exposures ey don' know about, That means new oportuniies for you
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Forecast

Continued from page 40

expanded coverage and premiums
reduced by 15% to 20%, J&H says.
Global programs and multi-year
policies also will become more
prevalent this year. Increasingly,
companies demand that insurance
carriers assume greater amounts of
risk for environmental liability and
clean-up costs. To accomplish this,
insurers have created new products
to keep their clients. Some of these
include coverage for business in-
terruption resulting from a pollu-
tion release, an integrated brown-
fields development product and
multi-year programs.

Insurers also have created new
products for employment practices
liability to keep up with growing
demand from employers, J&H says.
ro meet demand, insurers are ex-
panding capacity and new insurers
gre entering the market. The report

KempeR

predicts that insurance will contin-
ue to grow, eventually reaching the
point where "the majority of For-
tune 1000 companies will treat em-
ployment practices risk manage-
ment as an integral part of their
overall risk management strategy."

One area seeing limited capacity
is high level product liability for
pharmaceutical companies. In 1995
and 1996 premiums jumped for this
coverage, and modest increases are
forecast for 1997. Capacity has ex-
panded, easing rate increases,
through the introduction of new
products called PharmaCat and
MedExcess, both designed for lim-
its up to $1 billion in excess of $650
to $750 million (BI, Oct. 21, 1996;
Aug. 19, 1996).

The other area of tight capacity
and higher premiums is earth-
quake insurance for California and
Japan. Windstorm coverage for
Florida facilities also will remain

tight. [al

Datebook

JANUARY

JAN. 20-22. Advanced Pension Confer-
ence in Orlando, Fla., sponsored by Cor-
bel. $650. Education Services, Corbel,

P.O. Box 47720, Jacksonville. Fla. 32247;
800-326-7235 ext. 1139,

JAN. 21. Advanced Risk Financing Tech-
niques: Understanding the Options semi-
nar in Worcester, Mass., sponsored by the
CPCU Society; $75 for members, $85 for
non-members. CPCU, 720 Providence
Road, P.O. Box 3009, Malvern, Pa. 19355-
0709; 610-251-CPCU.

JAN. 22. Assn. of Professional Insurance
Women Inc.'s Luncheon with speaker
Jeffrey W. Greenberg in York, sponsored
by APIW, $50 for members and guests.

Assn. of Professional Insurance Women,

P.O. Box 98. Church Street Station, New

York, N.Y. 10008; 212-574-8362

JAN. 22. Fundamentals of Risk Manage-
ment & Advanced Risk Financing Tech-
niques seminar in New Orleans, spon-
sored by The CPCU Society; $124. Also
Feb. 10 in Overland Park, Kan, Feb. 11 in
St. Louis; Feb. 12 in Omaha, Neb., and
March 3 in Scottsdale, Ariz. CPCU, 720
Providence Road, P.O. Box 3009,
Malvern, Pa.: 610-251-CPCU.

JAN. 22-24. Delivery System Integration
conference in MeLean, Va-, sponsored by
the Partnership for Delivery System Inte-
gration, CentraLink and the Institute for
Behavioral Healthcare; $995. Cen-
traLink-I, 4370 Alpine Road, Suite 108,

Portola Valley, Calif. 94028-7927; 415-
851-8411.

JAN. 22-24. 1997 Products Liability Sem-
inar: Dealing with the Tuff Stuff in San
Diego, sponsored by Defense Research
Institute Inc; $520 for members, $555 for
non-members. DRI, 750 N. Lake Shore

Monumental

Customer Savings

er3 fgill ion. That's how much 1<emper's midi6 managemunt and claim pr6*ams have.save<-

its clients in workers compenséﬁon costs in recent years. Kempe,wcan hlp,¥our 50,,49Lf3ve mo.rfy
toQ. For'more information, call Ray Barrett at 800-726-8898*ext..1265). Or local€oys independent
agent or broker at httpf/ www.Kemperinsurance.com. -

Drive, Suite 500, Chicago, Ill. 60611; 312-

944-0575.

JAN. 22-24. Financial Analysis:

Life/Health Insurance seniinar in
Philadelphia, sponsored by Fells Road
Group Inc./Michael Conn Associates Inc.;
$1,250. Also March 5-7 and May 12-14.
Fells Road Group Inc./Michael Conn As-
sociates Ine, 271 Route 46 West, Suite D-

207, Falifield, N.J. 07004; 201-227-5955.

JAN. 23-24. Portable Health Care Cover-
age: Achieving Compliance-Integrating
Eligibility & Benefits-Developing New
Products conference in Arlington, Va.,
sponsored by CambridgeHealth Re-
sources; $1,295. CambridgeHealth Re-
sources, 1037 Chestnut St., Newton Up-
per Falls, Mass. 02164; 617-630-1330.

JAN. 23-24. Managing Your Environ-
mental Costs in San Diego, sponsored by
Business Development Associates Inc.,
$995. BDA Inc, 8601 Georgia Ave., Suite

205, Silver Spring, Md. 20910; 800-394-
9390.

JAN. 23-24. The 14th Annual Insurance,
Excess and Reinsurance Coverage Dis-
putes conference in New York, SponSOl'ed
by Practising Law Institute, $795. PLI,

810 Seventh Ave., NY 10019-5818; 800-
260-4PLI.

JAN. 26-29. 1997 ABA National Security,
Audit & Risk Management Conference in
Atlanta, sponsored by the American
Bankers Assn., $880 for ABA members,
$1,095 for non-members. ABA, P.O. Box
79129, Baltimore, Md- 21279-0129; 202-
663-5274.

JAN. 27-28. Identify, Implement and
Leverage the Latest Innovations in Cor-
porate Risk Financing forum in New
York. sponsored by the Institute for Inter-
national Research, Risk Management Di-
vision, $1,295. Im, 708 Third Ave., 4th
Floor, New York, N.Y. 10017-4103; 800-
999-3123.

JAN. 27-28. Compliance Management
2000 symposium in Orlando, Fla., spon-
sored by The American Society of Safety
Engineers; $445 for members: $545 for
non-members. ASSE, 1800 East Oakton

St., Des Plaines, Ill. 60018-2187; 847-699-
2929.

JAN. 27-29. Integrating Health and Dis-
ability Resources: The Productivity/Prof-
itability Connection conference in San
Diego, sponsored by Integrated Health
Management Associates, $995. NMHCC
Inc., P.O. Box 360034, Boston, Mass.
02241-0634; 800-872-0094.

JAN. 28. Fundamentals of Risk Manage-
ment & Advanced Risk Financing Tech-
niques seminar in Clive, lowa, sponsored
by the CPCU Society; $75 for members,
$85 for non-members. CPCU, 720 Provi-
dence Road, P.O. Box 3009, Malvern, Pa.
19355-0709; 610-251-CPCU.

JAN. 28-29. The 1997 P&l Defined Con-
tribution/401(k) Conference in New York,
sponsored by Pensions & Investments
and International Business Forum;
$1,195. International Business Forum, 7
Penn Plaza, Suite 901, New York, N.Y.
10001; 212-279-2525.

JAN. 29. Business Income Coverages
serninar in Boston, sponsored by the
CPCU Society; $80 for members, $90 for
non-members. CPCU, 720 Providence
Road, P.O. Box 3009, Malvern, Pa. 19355-
0709; 610-251-CPCU.

JAN. 29-30. Financial Integration of
Workers' Compensation, Group Health &
Disability conference in San Diego, spon-
sored by National Managed Workers'
Compensation Institute Ltd., $1,295.
Conference Administrator, NMWCI Ltd.,
151 West 19th St., 8th Floor, New York,
N.Y. 10011,212-366-3219.

JAN. 29-30. Voluntary Insurance at the
Worksite conference in Boston, sponsored
by International Business Communica

Continued on next page
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livery conietencein San Fi.incibco ,>pon-
sored br Healthcal e Pl Or ider Stial.egies,
5495 Healthcai e Prouder Stiategies
7700 li,ine Centei Di ive, Suite 8()(),
Irvine, Cald 92618 714-733-2865

FEB 6-7 RI(IS Atlanta Chapter 1997

Educational Conferenie "Celelit.,tmg 10

Yeais of Excellence" 111 Atlanta, spon- 1 / R
soied bv Risk & In,suidnic Man, ticment

Society Inc Atlanta Chaptei $125 101 o
RIMS membeis, $150 toi nc,n-inenbei % .

Bob Bi idge, c/o Ran(AUd St,1 Mng Sm -

vices, 2015 South Paik Place, Allantd, L
Ga 30339, 770-937-7061

FEB 6-7 Fin,mci,11 Analvv

Property/Caiualtv Inurance in Philadel-

phia sponscned br Fel14 Road Group

Inc /Michael Conn As,,ociates Inc 51 050

Also March 20-21 June 3-6 Sept 25-26 - e
and Oct 30-11 Fell% Ro.id Group

Inc /Michael Conn A*,sociates Inc , 271

Route 46 West Suite D-107 Fait field

NJ 07004 201-227-5935

FEB 7 Risk M.inagement <ind lir,urance
Industrv Er ent al DiANne,1.ind in Bili-
bank Calif sponsmed b RiKk and In-

suiance Management Scrirt.\ Inc Los
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Bombs

Continued from page |

Washington bureau of the London-
based Arabic-language newspaper
Al Hayat in two different mail deliv-
€ries during the same day. The dis-
covery of the bombs by an Al Hayat
reporter led to the evacuation of the

National Press Building, which
houses Business Insurance’'s Wash-

ington bureau.
A fifth mail bomb addressed to Al

Hayat was intercepted at a Wash-
_ngton post office. Three other mail
Aombs bore the address of "parole
‘fficer" at the federal penitentiary
-n Leavenworth, Kan., where they
zere intercepted Jan. 2 and Jan. 3.
Although Al Hayat published a
zeport last week claiming the bombs
had originated in Libya, the Libyan
government has denied any involve-
ment in the mail bomb campaign,
and no group has taken responsibil-
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ie for the bombs found in Washing-
ton and Leavenworth, all of which
bore postmarks from Alexandria,
Egypt.

Businesses already are responding
to the perceived increased exposure.

and the 1996 arrest of a suspect al-
leged to have carried out the Un-
abomber's 17-year mail bomb cam-
paign against businesses and uni-
versities have heightened awareness
of the expcsure, he said.

'Generally, they are designed to injure or
harm the person who opens it,' not to destroy

a structure, Bill Daly says. 'lIt's made so it only

goes off when you open the package.'

‘We have seen an interest in
learning how to screen for pack-
ages," said Bill Daly, a managing di-
rector of Kroll Associates, a New
York-based investigative consulting
firm partly owned by American In-
ternational Group Inc.

This year's flurry of mail bombs

We wouldn't be at the forefront of software,fbr the

insurance industry if we didn't b*e our software
designs*t'*skomer needs.

Windows Client/Server & DOS Software

Mr. Nudell noted that the sheer
volume of mail makes it impossible
for the postal service to screen ev-
erything. As a result, "you should
take some measures to protect
against the possibility that it could
happen to your organization," he

said.

Customer Based Solutions *1

That's why a cotht to service is

One step is to centralize mail and
package delivery at any given site,
he said.

"That gives you the ability to con-
centrate your screening measures."
Centralization also holds down
costs, he said. For example, an em-
ployer only has to pay for and main-
tain a single X-ray machine rather
than have them scattered through-
out a facility.

Training a core of people who
handle mail and packages to recog-
nize suspicious signs also is critical,
said Mr. Nudell. The training should
include the procedures that need to
be followed once the people en-
counter a suspicious package.

Kroll's Mr, Daly emphasized that
the training should not necessarily
be confined to mail room personnel.
Other people, including secretaries
and high-profile employees such as
public relations spokespeople who
appear in the media and who might
provide a mail bomber with an en-
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ticing target, also often need to be
trained, he said.

The training should be bolstered
by such actions as posting lists of
potential indications of mail bombs
in the mail room or delivery room,
said Mr. Daly.

The US. Postal Inspection Service
has posted a list of some character-

istics of mail bombs on its Web site.

These include:

« Mail bombs may have excessive
postage. Generally, a bomber does
not want to mail a parcel over the

counter and have to deal face-to-
face with a window clerk.

*« The return address may be ficti-
tious or non-existent.

* The postmark may show a dif-
ferent location than the return ad-

dress.

« Mail bombs may bear restricted
endorsements, such as "personal” or
"private." This is particularly im-
portant when the addressee does not
usually receive personal mail at the
office.

« Mail bombs may display distort-
ed handwriting, or the name and ad-
dress may be prepared with home-
made labels or cut-and-paste letter-
ing.

< Parcel bombs may be unprofes-
sionally wrapped with several com-
binations of tape used to secure the
package, and may be endorsed
"Fragile-Handle with care" or
"Rush-Do not delay."”

- Letter bombs may feel rigid or
appear uneven or lopsided

- Package bombs may have an ir-
regular shape, soft spots or bulges.

* Mail bombs may have protrud-
ing wires, aluminum foil or oil
stains, and may emit a peculiar odor.

It was this last characteristic-
protruding wires-that alerted the
reporter at Al Hayat that the
"Christmas cards" arriving at his of-
fice contained explosives.

A suspicious letter or package de-
mands careful treatment, according
to the postal inspectors. It should
not be opened but should be isolat-
ed. It should not be put in an en-
closed space, such as a drawer, or in
water. If there are windows in the
immediate area, they should be
opened to vent any potentially ex-
plosive gases. And, of course, local
police need to be called immediate-
ly.

The decision on "how to evacuate

and whom to evacuate” rests with

management, said Mr. Daly. "It re-
ally needs to be handled with the ut-
most discretion.”

Mail bombs are anti-personnel de-
vices rather than anti-property de-
vices, he pointed out. "Generally,
they are designed to injure or harm
the person who opens it," not to de-
stroy a structure. "It's made so it
only goes off when you open the
package," he said.

"You're always balancing what
you believe the actual level of risk is
against the lives of the people there,
but you don't want to unduly alarm
or hamper those who are not at
risk," Mr. Nudell pointed out.

"Sometimes when you do an evac-
uation, people can get hurt as you
try to help them," he said.

Even worse, there have been cas-
es, though none yet in the United
States, where bombs have been re-
ported at one location by terrorists
who knew people would be evacuat-
ed to a second location where the ac-
tual explosives were planted. The
result can be fatal, he said.

Mr. Nudell said the evacuation of
the National Press Building after the
discovery of the mail bombs went a
little more smoothly than might
have been expected ina Washington
winter, as occupants savored near-
spring-like temperatures while they
waited to return to the building.

"We were lucky; the bad guys
picked good weather in which to
have their letter bombs arrive,” he
said. 5]



Global Briefs

Marsh & McLennan Cos Inc
has acquired 86% of Argentina's
largest independent broker,
Aylmg Barrios S A The new
company w111 be called Ayhng

6 Marsh & MeLennan S A Terms

of the transaction were not dis-
closed Britain's Export Cred-
it Guarantee Department IS
restonng export credit coverage
in the next few months for
Bntish compames compebng for
contracts in Algena's 011 and gas
sector It withdrew the coverage
in late 1991 due to Algena's high
rate of sovereign default and its
pohtical turmoil The ECGD

INTERNATIONAL
Cold freezes European shipping

Insurers expect weather-related claims
By DON LEWIS KIRK

er, director of the Assn of German In-
land Shippmg, a business association
DUISBURG, Germany-Freezing and lobby for German inland ship-
cold and lack of insurance may bring ping companies
some European transport companies With his prediction of losses for
to their knees each company rangmg from 2,000
With temperatures m some areas DM ($1,279) to 5,000 DM ($3,198) per
reachmg 30 below zero Fahrenheit, day, Mr Mauersberger expects many
many mland rivers have become im- transport businesses to go broke "A
passable, causmg shipping losses esh- devastating winter last year has left

mated at 3 milhon DM ($1 9 milhon) a companies with no reserves It's going -

day m Germany alone The cold spell tobebadforthem," he said
began Dec 20, with the most senous

Mr Mauersberger was cntical of m- 1-: :
cold beglnning Dec 30 Rivers remain surers for the limited availability of -

.

aid it would restore coverage frozen, and warming_is not expected affordable bus|nessinten-uptlon cov- £6792 --4 . - G-A,r-5-- 2 -

or companies wanting 1o com- untiis week at tne earres __erage for companies whose busmess -li--*eLe *55:

pete m the new round of oil and The German Insurance association 15 frozen =

gas contracts given Algeria's said it expects property damage to ex- Inland nver transports canbuy cov- LY-1- 4 2
positive economic progress ceed 300 milhon DM ($191 9 milhon) erage against theloss of businessfrom 5310«<LO: 4 - 27.n- LAl et

and the pohtical stability in the
southern part of the country
where 011 and gas projects are 10-

compared with 40 milhon DM ($25 6 frozen waterways, but rates are "as-
milhon) in normal winters tronomical," he said

AP/ WIDE WORLD PHOTOS

More than half of Germany's 3,000- So far, no compames have lost Extreme cold temperatures throughout Europe have frozen ship-
§.I?1| elgLaCngsfleet h S peen mgrecr)g_ned barges to ice Manne msurance would ping channels and are expected to lead to numerous weather-relat-

says Axel Mauers See Cold on nest page ed claims.

cated Royal & Sun Alliance
Insurance Group P.L.C. has sold

Newark, N J -based Newark In-
surance Co, which writes per-
sonal lines business in the state
of New Jersey, to The Robert
Plan Corp The decision to sell
Newark, which in 1995 had net
wntten premiums of $89 mil-
hon, is m hne with Royal & Sun
Alhance's strategy of focusing

on commercial lines m New Jer- J

sey U K broker C.E. Heath
P.L.C. has opened a second of-
flee in Medellin, Colombia It
said the new office is largely to
service one of its main Latin
Amencan chents, Sur-amen-
cana de Seguros Sur-amencana
is one of Colombia's main insur-
ance companies, as well as being
the holding company of a group
of more than 100 companies
ranging from financial mstitu-
tions to textile and cement fae-
tones David Strauss was ap-
pomted chairman of Sedgwick
Noble Lowndes Ltd, an em-
ployee benehts and financial
services unit of Sedgwick Group
PLC, Jan 1 He has replaced
Rob White-Cooper, who wall be-
come chief executive of Sedg-
wick Group April 24 Mr
Strauss w]11 retain responsibility
for SNL's European operations,
which he has been runnmg smce
1994 Bermuda-based Starr
Excess Liability Insurance Co
Ltd. has appointed Kevin P
Gadbois as vp-underwriting m
what it said is a response to con-
tinued growth of its new profes-
sional liabihty and D&0 bum-
ness Mr Gadbois was previous-
ly with the execubve habilig di-
vision of the Cincinnati-based
Great American Insurance Co,
where he was assistant vp

Standard & Poor's has raised its
claims-paying ability rating of
Mercantile & General Reinsur-
ance Co. Ltd. to AA+ from A+
and removed It from Credit-
Watch, where it was placed with
positive imphcations last Au-
gust The reinsurer's U S non-
hfe subsidiary, Mercantile &
General Remsurance Co of
America, remams on Credit-
Watch, though imphcations
have been revised from positive
to "developing"-meaning it
may be either raised or lowered
from its current A+ rating

France considering
private pension funds

By MARIA KIELMAS of employee benefits are governed un-
der a collective bargaming agreement,
PARIS--Both houses of France's known as "convention collective," be-
Parhament are scheduled to hold a tween the employer and either labor
second round of dellberations this unions or professlonal associations
month on a bill that would permit Claude Vala, manager of the Pans
pnvate-sector employers and employ- office of Buck Consultants Inc , says
ees to contribute to pnvate pension that tkns @ves sigmficant influence to
funds the unions and profesmonal organiza-

Under the proposal introduced in tions inhow pensions work, and these
the lower house of Parhament, called organizations have been reluctant to
the National Assembly, employers cede such power to pnvate fund man-
and employees would be able to con- agers
tnbute a total of 5 % of an employee's The proposed law g|ves unions and
gross salary to pnvate pension funds employee representatives places on
that would supplement government- boards which wtll supervise the man-
sponsored pensions agement of the new funds Insurance

Employer's could contribute up to executives say that this provision is
4% of payroll, which would not be re- hkely to be hotly contested
garded as taxable mcome to the em- Insurance companies and banks
ployee as long as the total contribu- have forecast that initial contnbu-
tion to both state and pnvate plans bons to pnvate funds could total be-
does not exceed the social secunty tween 30 bilhon and 50 bilhon francs
base annual salary of 164,620 francs (between $5 64 bilhon and $94 bil-
($30,932) lion), "but we expect it to be shghtly

Arnauld Jacqulllat, managing di- lower than that and grow," said Mr
rector of NSM Pensions, said this lim- Jacquillat of NSM Pensions "It could
it imphes that an employee could earn take five years " NSM Pensions is a
a salary of up to 700,000 francs newly created division of Par»based
($131,530) annually before he or she bank Neuflize, Schlumberger, Mallet,
would pay any tax on the contribu- part of ABN-AMRO Bank B V
tlons But other forecasts are not so

Participation in the pnvate pension bulhsh Mr Vala said the premiums
funds can be decided by either the generated from the new pnvate funds
employee or the employer could be only some 15 billion francs

French insurance compames, bro- ($2 82 bilhon} Total pension Contrl-
kers and banks are preparing for an butions to both state and pnvate
expected boost to their pension bum- plans amount to 800 bilhon francs
ness if the law is approved ($150 3 bilhon)

The new legislation would cover NSM Pensions wall begin tradmg
about 14 million pnvate-sector em- once the law is passed and the compa-
ployees, because state-sector employ- ny receives government approval to
ees and the self-employed are already conduct the busmess, Mr Jacqulllat
able to contnbute to supplementary said
pnvate pension plans France's largest mutual insurer, La

At present, private-sector workers Mondiale, announced last December
get a basic government pension and that it has created a pensions sub-
must cont:nbute to a state-run supple- sidiary, La Mondiale Fonds d'
mentary system The private funds Epargne Retralte
would provide a third tier of pension But executives say they are not cel-
contributions ebrating imminent new business yet

The total payments into the state "The law is still under debate," said
pension system amount to 20% of an Mr Vala
employee's gross salary, with the em- Mr Vala mentioned that pohtical
ployer contnbuting 60% of that total debate continues m France on how

Chubb Corp. has increased to and the employee contnbutmg 40% the funds would be managed and reg-

100% its shareholding in Chubb
de Mexico Comparna de Se-
guros Previously, Chubb had a
30% stake in the Mexico City-

based multihne msurer

The final pension is based on the av- ulated, and their effect on the present
erage salary over the last 16 years of state social secunty system "We still
emE_onment and comes to about 40% have to decide, do we want the (state-
of this average salary run) pay-as-you-go system or (pri-

Theworlangs of France's state pen- vate) pension funds a la francalse," he
sion plan and each company's system said

Tanker spill costs
still bejng tallied

LONDON-Insurers last week how successful these measures
still were trying to assess the would prove
likely costs of the 011 spillage A statement Wednesday from
from the Russian tanker the London-based International
Nakhodka after the vessel broke Tanker Owners Pollution Feder-
in two soon after the start of the ation said that Prisco has con-
year during severe storms in the tracted the Japan Disaster Pre-
Sea of Japan vention Center to undertake

The biggest potential insur- cleanup operations using its own
ance claims are likely to fall on equipment and manpower re-
the vessel's hability insurers, The sources and those of a network of
United Kingdom Mutual Steam local contractors
Ship Assurance Assn (Bermudal The owners have also obtained
Ltd, known as the UK P&l Club equipment from the Petroleum
The club insures the vessel's Assn of Japan, which includes
owners, the Russian shipping containment booms, skimmers,
company Prisco Traffic Ltd, for vacuum units and temporary
the costs of pollution damage storage umts The JDPC and its
cleanup and fines contractors are using this equip-

However, Graham Daines ment to collect floating 011 and to
who heads the London-based protect sensitive areas
claims department at the club's The tanker, which was built in
managers, Thos R Miller & Sons 1970, was insured for only $1 8
(Bermuda), said last week that million, the hull value, with the

those costs still were being as- Russian insurer Zascita, and
sessed 85% reinsured with Black Sea &

More than two-thirds of the Baltic General Insurance Co
19,000 metric tons of 011 had al- Ltd, a London-based umt of
ready leaked into the sea from Russian insurer Ingosstrakh
the two sections of the ship, and The Nakhodka was on a voy-
the cleanup operation is expect- age from China to Russia at the
ed to take several weeks Initial time of the incident The 31 crew
hopes that the crude would be members were saved, but the

dispersed at sea using detergents captam was reported missing
before It reached shore were -By Edwin Unsworth

dashed by continued bad weath-
er and rough seas
Reports from Japant Mantime

shore near the fishing port of
Mikum, in Japan's Fukul prefec-
ture At least 188 rmles of shore-
line were affected, which mclud-
ed important fish farms, fishing
ports and tounst resorts An im-

Wednesday enabled government
workers and local volunteers to
start cleanup work, but the P&l
club still was awaiting word of

Liability insurers are expect-
ed to bear the brunt of i
claims from oil spillage from ||
the Russian oil tanker ||
Nakhodka, which broke in

two off the Japanese coast Il
earlier this month.
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Cold

Cogitinued from previous page
couer such a loss, but only if the
ship did not attempt to move when
ice is on the river.

Insurers admit they are reluctant
to .nsure Germany's inland fleet
for business interruption. Only a
few mutual insurance companies
ofi,r business interruption cover-

'It:s nearly impossible

tc calculate risk of this
kind," Hartmut Redes
says of the inland

shipping interruption.

age to inland shipping companies.
"lI--'s nearly impossible to calculate
ris K of this kind,"” said Hartmut
Rifles, an executive board member
of Hamburg-based insurer Nord-
Deutsche Versicherungs A,G.

as a result, shipping companies
fe-r bankruptcy should the winter
weather continue.

2he German Office of Shipping
ar i Hydrography expects more ice
in :he North Sea and the Baltic Sea
where coastal ice is now more than
1C inches thick. The northern Ger-
min harbors of Toenning and
Sc nleswig are closed and several
is- finds are now inaccessible by
witer. For the first time in 33
vyEars, the Main River-a major

Garman tributary-near Frankfurt
threatens to freeze.

Meanwhile air, sea and rail ser-
vices have also been disrupted in
many countries. In ltaly's Alpine
region, temperatures fell to minus
30 degrees Fahrenheit. Roads, in-
cluding the main highways ncrth
from Rome, were blocked by snow
and flights were delayed by freez-
ing rain and snow at the Rome's
central Fiumicino Airport.

A total of 288 flights have been
canceled due to ice and snow since
the cold spell began. While inter-
national flights remained unaffect-
ed, cancellations affected many do-
mestic flights and inner European
flights. Airlines and airports do not
have business interruption cover-
age.

In France, 30 trains were stopped
when overhead electrical lines
froze. On Jan. 3 the train service

between Marseille and Lyon was

canceled due to ice. Service re-

sumed Tuesday.

Bad weather claims in the Unit-
ed Kingdom currently are running
at normal levels for the time of
year. said a spokeswoman for the
Assn. of British Insurers, but while
the freeze continues, claims most
likely will remain steady. UK in-
surers are anticipating numerous
claims after the thaw, she said,
though there are no indications
how much it will eventually cost.

Deaths have been reported in
nearly every country in Europe,
from Russia to Spain.

Temperatures in Poland fell as
low as 35 degrees below zero. In
Poland more than 40 people have

died. The total European death toll
has reached 169. =4

INTERNATIONAL

Irish regulators question product's legality

Health insurer may lose license

= ~ = . FRtssinotiamilkdividGal=and §toup® Eage®alfd DespfNatlins=e discud»

DUBLIN, Ireland-A recently
launched health insurer is in danger
of losing its license to do business
unless it changes some of its prod-
ucts.

Fermoy, Ireland-based BUPA Ire-
land, a wholly owned subsidiary of
U.K. health Insurer British United
Provident Assn., is facing questions
from regulators as to whether two of
its insurance products contravene
Irish law.

Ireland's Department of Health
has questioned whether BUPA Ire-
land's products fall outside the
Health Insurance Act 1994: particu-
larly the required use of "communi-
ty rating"” on health care products.
Community rating means that ev-
eryone pays the same premium for
their coverage, irrespective of age,
state of health or previous claims
history.

"This principle must, in the com-
mon good, be maintained through
whatever means are necessary, and |
am fully committed to this princi-
ple," said Irish Health Minister

Michael Noonan.

A BUPA spokesman said the orga-
nization was confident that its prod-
ucts complied with community rat-
ing. The dispute, he said, centered on
the linking of two products, the Es-
sential Hospital Plan, which is com-
munity-rated, and a cash plan,
which is not. BUPA offers the prod-

basis. Although the current BUPA
Ireland marketing literature con-
tains the two products in the same
brochure, they are not linked and
therefore do not break the Health
Insurance Act, according to the
spokesman.

"The Department of Health is con-
cerned about the perceived link be-
tween the Essential plan and the

sions in recent weeks, it has not been
possible so far to resolve the difficul-
ties.”

BUPA Ireland, formed in summer
1996, has signed up several thousand
policyholders since its products were
officially launched Jan. 1 and is con-
tinuing to accept new policyholders
while the discussions are in progress.

If the minister of health decides to

The principle of community rating 'must, in

the common good, be maintained

through whatever means are necessary,’'
says Health Minister Michael Noonan.

cash plan,"” he explained.

The cash plan is exempt from
community rating because it pays
out cash-for any purpose-based
on the number of days a patient
stays in a hospital, rather than
specifically covering medical care.

"l want to see BUPA develop its
business here but, as regulator, | do
have a problem with the package
they have launched," said Mr. Noo-

"It appears that they are seeking
to sell as an integrated package an
indemnity product which is commu-
nity-rated and a cash plan which is

deregister BUPA Ireland, it will
have 21 days to appeal the decision,
which could ultimately reach the
Irish High Court.

Sean Cullen, a higher executive
officer at the Department of Enter-
prise and Employment, which au-
thorizes insurance companies, said
the DEE is keeping an eye on the sit-
uation.

BUPA Ireland is supervised by the
U.K. Department of Trade and In-
dustry under the cross-border trad-

ing provisions of the European
Union's Third Life and Non-Life In-

surance Directives. mi
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Japanese insurer sets up Lloyd's syndicate

By SARAH GODDARD

ber of diferent syndicates-this year plans for the amount of Lloyd's Japan White said

NFM was one of the first Japanese in- busmess it will write, said David

Other Japanese insurers have re-

LONDON-International insur- surers to provide corporate capacity White, underwnter for the syndicate cently been expressmg an interest in
ance capacity m Lloyd's of London to the Lloyd's market, with a £3 2 mil- who previously has been underwnter becommg mvolved m the Lloyd's
has taken a new step forward with hon ($5 4 milhon) investment m 1995 for other syndicates Its pnmary focus market, said Mr White "There are

t week's announcement that Yuichito Chikaraishi, managrng ch- is NFM-related business, he said varying degrees of mterest," he added
kyo-based Insurer Nissan Flre & rector of NLUL, said the new corpo- where "the syndicate will offer grea- Syndicate 2323 wnll wnte marme
Manne Insurance Co Ltd, part of the rate syndicate wlll enable NFM to ter flexibility m certain areas " But he and non-marine business, though its
Dai-Ichi Kango Bank Ltd, has set up participate in Lloyd's Japan Inc, a refuted the Idea that the operation focus wlll be on mternational proper-
the first corporate syndicate backed Tokyo-based Lloyd's service compa- was essentially a captive" syndicate, ty It is managed by Murray Lawrence

Worldwide natural catastrophes by Japanese money

caused about $60 bilhon m dam-

of that wasinsured,aleadingmin- providing £10 milhon ($16 9 milhon) mg for Lloyd's Japan is due to start having a l.loyd's syndicate

surer says

co

The Munich, Germany-based
relnsurer released some inlttal flg-
ures m advance of its annual sur-
vey on global natural catastrophes,
which w11 be available to the pub-
hcin March

Munich Re bases its survey on
reports of catastrophe losses m the
news media, such as wire services,
and other pubhcations, which it
compiles for analysis each year

Malor catastrophes in 1996
brought totallosses for the year to
more than $60 bilhon, a tkurd of
1995's record high $180 bilhon

Flooding along the Yangtze Riv-
er in China was 1996's costhest
natural disaster, causing about $26
bilhon in damage, of which only
$400 million was insured This was
significantly lower than the ap-
proximately $100 bilhon m overall
losses and $3 bilhon in insured
losses caused by 1995's costliest
catastrophe, the Kobe earthquake
(Bl, Oct 9, 1995)

In 1996, insured cat losses
worldwide amounted to $9 bilhon
compared with $14 bilhon m 1995
and $17 bilhon in 1994, Mumch Re
found

The costhest insured loss of 1996
was Humcane Fran, which caused
$15 bilhon to $16 bilhon m in-
sured damage and overall damage
of $3 bilhon (BI, Sept 16, 1996)

Other notable events induded a
cyclone in Andhra Pradesh, India
(BIl, Nov 18), with a total loss of
$1 5 bilhon, but essentially no m-
sured damage, and U S wmter
storms and frost damage, which
caused $15 bulion total damage
and an insured loss of $753 mil-
hon, according to Munich Re

Munich Re recorded a record-
tying 600 major natural catastro-
phes in 1996, which claimed
11,000 hves The 600 catastrophes
in 1995 claimed 18,000 hves

Despite a reduction in losses,
Mumch Re contends that the trend

toward more and cost:her catastro-
phes continues More than five
times the number of catastrophes
occurred last year than m 1960
Total losses for 1996 were eight
times higher and insured losses 15
times higher than inflation-adjust-
ed figures from 1960, Mumch Re
reported

Munich Re attnbutes the trend
to increasmg concentration of
population and value in cities-
which are often located m high-
nsk zones-and m the greater sus-
ceptibility of modern mdustnal so-
Cletles to dIsrupttons m mfrastruc-

ture

Copies of the survey witt be
available m March by contactmg
the pubbc retatzons department of
Mumch Re AG, Pubtic Relatzons
Department, Chnsttan Jakobi,
Koeniginstr 107,80802, Munich,
Gennany

ny, which will accept business on be- saymg the busmess written wlll Corporate Ltd , which also provides
Through ItS subsidiary Nissan half of Lloyd s underwnters, passing spread beyond the NFM client base as sennces to two other corporate syndi-
ages last year, but only about 15% Lloyd's Underwritmg Ltd, NFM is the risk on to the syndicates it is act- the parent beomes more comfortable cates

In a statement, NFM President Ry-

capacity for 1997 underwnbng on a busmess Apnl 1 Last week, Lloyd's Forming the corporate syndicate is ataro Sato said, "We beheve that the

Insurancedensitywasrelatively new syndicate 2323 The number 23 Japan received the 20 hcenses neces- one of NFM's long-term strategic is- syndicate will greatly help (NFM) to
low m the regions hit hardest by translates as "Nissan" m Japanese In sary for it to start wntmmg domestic sues, said Mr White "Nissan believes service our mternational chents
natural catastrophes last year, ac- 1 addition, NFM is investing £34 mil- Japanese msurance business later this that as the (Japanese) market becomes throughout the world and we look
cording to Munich Reinsurance hon ($58 milhon) in Lloyd's on a year

LA

(il.6 -50.64

62,17-,
410/:,

deregulated, it is gomg to need access forward to a close busmess relation-
spread vehicle basis-across a num- Syndicate 2323 has no specific to diferent underwriting slalls, ivir ship with Lloyd's for the future " Enl

tR,56,- - .. 19:F
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Global claims

management

brought down
to earth

You are a major mtemational business.
You operate worldwide. Your pace

of change and systems Integration is
accelerating. You need a claims
management partner who can run

with you now.

Operating from over three hundred
offices worldwide, McLarens Toplis
offers a global solution to claims
management. We back a strategic

partnership approach with:

« the technical flexibility to integrate
with your systems

« the resources to meet your
requirements

« a proven track-record that speaks

for itself

For a single standard of claims

management, globally, talk to us now.

Richard E Gray

McLarens Tophs

1200 Ashwood Parkway, Suite 434
Atlanta, GA 30339

Tel (770) 392-0058 Fax (770) 396-8770
Toll Free 1-800-880-2219

Alex M Gargolinski

McLarens Topls

Ibex House, Mmortes, London EC3N 1 DY
Tel (0171) 481 3399 Fax (0171) 481 3554

World Wide Web
http //www MCLARENSTOPLIS COM

+ LARENS
TOPLIS

GLOBAL CLAIMS MANAGEMENT
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Adoption

Ccntinued from page 2

sa q consultants. "These are rela-
tirely low-cost programs that are
very much appreciated by employ-
ees," Ms. Rose said.

And for employers that have pro-
grams in place or are considering
se:ting up adoption assistance pro-
grams, the IRS has provided an-
swers in Notice 97-9 to questions
that have cropped up since
Congress passed legislation last
year giving adoption assistance
benefits tax-favored status.

Some of the questions that hare
pcpped up and the answers provid-
ed by the IRS include:

How long will the new tax breaks

for adoption expenses remain in ef-
feet?

In the case of a regular adoption,
the tax break expires after Dec. 31,
2001. However, the tax-favored
status of employer reimbursement
for adoption expenses for children
with special needs has no expira-
tion date.

What are considered qualified
adoption-related expenses?

Qualified adoption expenses in-
clude reasonable and necessary
adoption fees, court costs, attor-
neys' fees, traveling expenses and
other expenses directly related to
the legal adoption of a child.

What is an eligible child and a
child with special needs?

An eligible child is any individu-

al who is under 18 at the time an

With deep regret, Frontier Insurance Group
sadly announces the passing of

Max H. Rhulen
April 10,1905 - December 11,1996

As founder of Rhulen Agency, Inc.,
parent company of Frontier insurance,
his business acumen, integrity, humanity,
generosity and community spirit
still serve as the guiding force for all
the Frontier Companies.

adoption expense is paid or in-
curred or is physically or mentally
incapable of caring for himself or

herself.

A child with special needs must

tance program must benefit em-
ployees generally and eligibility re-
quirements may not discriminate in
favor of highly compensated em-
ployees.

The tax break expires after Dec. 31,2001, for a
regular adoption, but the tax-favored status of
employer reimbursement for adoption expenses for
children with special needs has no expiration date.

meet two additional requirements.
A state must have determined that

the child cannot or should not be

returned to the parents' home and
the child cannot be placed with
adoptive parents without adoption
assistance because of a specific fac-
tor or condition.

Examples provided by the IRS of
a special factor or condition in-
clude the child's ethnic back-
ground, membership in a minority
group, medical condition or dis-
ability.

In addition, a child with special
needs must be a citizen or resident
of the United States.

What special requirements apply
to employer adoption assistance
programs?

Employers are required to pro-
vide employees with a written de-
scription of the plan.

In that description, the employer
must explain to employees the
terms and availability of the pro-
gram.

In addition, an adoption assis-

Can employers reimburse all em-
ployees-regardless of employee
income-for adoption-related ex-
penses on a tax-free basis?

No. Tax-free reimbursement can
be provided to all employees with
adjusted gross incomes of $75,000
or less. For those with incomes of
between $75,000 and $115,000, the
tax breaks decrease as income ris-
es. The IRS has set up a special for-
mula to calculate how much in em-
ployer-provided adoption assis-
tance benefits is to be included as
taxable income for employees with
adjusted gross incomes of between
$75,000 and $115,000. The tax
breaks are not available for em-
ployees with adjusted gross in-
comes at or above $115,000.

Are the $5,000 and $6,000 caps
on tax-free employer reimburse-
ment per child or annual limits?

The caps are per-child limits.
Take the situation of an employer
that reimbursed an employee for
$2.000 in adoption-related expens-
es incurred in 1997, when the adop-

tion effort commenced, and $3,000
of expenses incurred in 1998, when
the adoption was completed.

In that situation, the $2,000 of
employer-provided reimbursement
in 1997 would be excluded from the
employee's taxable income that
year, while the $3,000 provided in
1998 would be excluded from the
employee's 1998 taxable income.

However, if the facts were slight-
ly changed and the employee re-
ceived $5,000 in employer reim-
bursement in 1997 and $2,000 in
1998 the $2,000 in employer reim-
bursement would be included in
the employee's 1998 taxable in-

The new law also allows individ-
uals to take up to a $5,000 tax cred-
it-or up to a $6,000 tax credit for a
child with special needs-for adop-
tion-related expenses. Can an em-
ployee claim both a credit and an
exclusion of employer-provided re-
imbursement paid in connection
with the adoption of a child?

Yes, but only if the credit and re-
imbursement are for different ex-
penses. For example, assume an
employee paid an adoption agency
$5,000 in connection with the
adoption of a child. In addition, the
employee's company reimbursed
the employee for $5,000 of legal ex-
penses the employee paid to an at-
torney and which were reimbursed
by his company.

In that situation, the employee
could claim a $5,000 tax credit,
while the $5,000 in employer-pro-
vided reimbursement could be ex-
cluded from the employee's taxable
income because the credit and ex-
clusion were not for the same ex-
Eli

penses.

VWHY ARE MORE VEHICLE LEASING

BROKERS CcHoOoOosING T RI-ARC?

PROVEN EXPERT CLAIMS MANAGEMENT

SINGLE SOURCE FOR ALL NEEDS

AUTO AND TRUCK COVERAGE

COMPETITIVE PRICING

SUPERIOR SERVICE

CALL NOWV...

PUT US TO THE TEST.

S TRI-ARC

INTERIM CAR COVERAGE

LESSOR ONLY EXCESS LIABILITY

LESSORS CONTINGENT LIABILITY

LESSORS CONTINGENT PHYSICAL DAMAGE

ADDITIONAL COVERAGES INCLUDE: GAP, VSI, CP| AND RESIDUAL VALUE

1-800-4946-5950

P.O. BOX 6745, WAYNE, PA 19087

610-254-9890 - FAX 610-254-9893

FINANCIAL SERVICES, INC.



San Diego wrap-up

honored

By JOANNE WOJCIK

SAN DIEGO-A groundbreaking
wrap-up insurance program for a
San Diego sewer improvement pro-
ject has lowered the city's insurance
costs, reduced its workplace acci-
dent rate and won it honors in a na-
tional contest.

The city is expected to save more
than $20 million in insurance cover-
age for the greater portion of a
$1.56 billion sewer improvement
project by using the owner-con-
trolled insurance program assem-
bled by Sedgwick James of Califor-
nia Inc.

San Diego also is expected to reap
additional savings in workers com-
pensation costs since the introduc-
tion of open rating in California in
1995 permitted it to convert to a
loss-rated plan from a retrospec-
tively rated plan, according to Dan
Danilewicz, senior vp in Sedgwick's
San Diego office.

The city won one of 10 honorable
mentions in the 1996 Technology

Achievement Awards competition
in the area of finance for a submis-

sion titled "Owner Controlled In-
surance Program for the Metropoli-
tan Wastewater Department."

'It has to bea team effort. You
don't just do it by placing
insurance and hoping that
you get the savings,' Dan
Danilewicz says.

The submission was one of 265
entries in this year's contest, spon-
sored by the National League of
Cities, the National Assn. of Coun-

ties and the International

City/County Management Assn;
Governing magazine; and Compaq
Computer Corp.

The award was the icing on the
cake for jerry Johnson, claims and
insurance manager for the city of
San Diego, who worked for three
years to change the California Gov-
ernment Code to allow the wrap-up.

"We co-sponsored a bill with the
city of Fresno to permit the wastew-
ater treatment wrap-up," he re-
counted. The bill was passed in Jan-
uary 1995.

Mr. Johnson's lobbying efforts
won the attention of other munici-
palities, which banded together to
seek passage of additional legisla-
tion last year that would allow
wrap-up programs for all public
construction projects valued at $125
million or more.

Before these two amendments to
the California Government Code
were enacted, public entities were
not permitted to assemble owner-
controlled insurance programs, also
known as "wrap-ups."

Wrap-ups have grown in popu-
tarity because of the cost savings
they can provide, Mr. Johnson ex-
plained.

For example, the city of San
Diego will save more than $22 mil-
lion in construction costs by provid-
ing a single policy to cover the more
than 300 contractors participating
in a portion of the wastewater pro-
iect valued at nearly $1 billion.

Under a construction wrap-up
program, contractors usually re-
ceive workers compensation, gener-
al liability, builders risk and excess
Liability coverage under a single in-
surance policy purchased by the

project's owner.
This allows the contractors to

subtract the cost of insurance from

iN contest

their bids. The project owner then
collects premiums from the con-
tractors to pay for the wrap-up pol-
icy, which costs far less than the
contractors would pay for such cov-
erage on their own.

Additionally, dealing with one in-
surance company allows "strong,
centralized claims handling,"” Mr.
Johnson said.

The Los Angeles Metropolitan
Transportation Agency assembled a
similar wrap-up program for its
downtown subway project, and the
Bay Area Regional Transit Authori-
ty in San Francisco used one to pro-
vide insurance to contractors that
built the subway there(Bl, Sept. 20,
1993).

Both of these entities had to lob-
by the California Legislature for ex-
emptions to the Government Code's
ban on wrap-ups.

The San Diego OCIP provides the
city with $100 million in total lia-
bility coverage underwritten by
Argonaut Insurance Co., Agricul-
tural Insurance Co., USF&G Corp.,
Federal Insurance Co. and Royal In-
surance Co.

Argonaut, the primary liability
insurer, also serves as the work
comp insurer.

Estimated premiums for the cur-
rent year on primary coverage are
$1 million for builders risk, $1.1
million for workers comp and $1.3
million for general liability.

All of the coverage is written on
an admitted basis in California.

Besides providing insurance, the
San Diego OCIP, which began in
July 1994, also includes a compre-
hensive risk management program
that has reduced contractors' work
injury incident rate to 3 or 4 per 100
employees per year, far below the
normal incident rate of 14 to 15 per
100 employees for similar projects.

By implementing the wrap-up,
the city "is currently realizing low-
er insurance costs due to volume
discounts, control, broader cover-
age, higher limits, elimination of
overlapping coverages, a better
managed safety and claims man-
agement program and return of
premiums to the city," wrote
William J. Hanley lll, deputy direc-

tor of services and contractors man-

agement for the city of San Diego,
in his submission to the Public
Technology Achievement Award
competition.

And, "since the insurance pro-
gram covers all subcontractors, this
makes it easier for minority-and
women-owned businesses to quali-
fy for the work, thereby encourag-
ing minority and women participa-
tion," he said.

Furthermore, the city has signifi-
cantly more control over its con-
struction program because with the
central claims handling under a
wrap-up, the contractors are re-
quired to provide incident reports
and other claims-related informa-
tion to the construction manager,
who in turn forwards it to the bro-
ker and the primary insurer rather
than directly to state authorities,
Sedgwick's Mr. Danilewicz ex-
plained. And with the cost savings,
the city has more resources to apply
to staff functions such as safety and
loss control monitoring, he added.

"This is definitely a team effort
involving the client, the construe-
tion manager, the consultant, the
insurance carriers and the broker,"
Mr. Danilewicz said.

"We all work together, we have
committee meetings once a month.
It has to be a team effort. You
don't just do it by placing insurance
and hoping that you get the sav-
ings." ial
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66Be sure that you return it."

If you're racing through this issue of Business Insurance because you
"borrowed" it from a colleague, you should have your own subscrip-
tion. Then you'll be first on the list. You can take as much time as you

like with all of Business Insurance's exclusive worldwide news of loss

prevention, risk financing and benefit management every week.

To subscribe, use the card in this issue
or Call 1 (800) 678-9595 Toll-Free.

Ask about our

special 2096-off
group subscription
rate for five or more

£40/"els

Subscription Rates in US. Dollars
Insulmce®

for 1 year, 52 Issues.

USA $85 Subscription Dept.

$105* 965 E. Jefferson
Detroit, Ml 48207

subscriptions. A
great way to save Canada/Mexico
money. And avoid

pass-along problems.

All other countries

by expedited air. $205 Outside the USA

Call (313) 446-0450

*Price includes Candian GST.

CPCU PREFERRED.

"Earning the CPCU designation shows a
commitment to improving professional
and technical competence in the risk

management and insurance fields."

Keith T. Mitchell- Deputy Risk Manager
King County - Seattle. Washington

1 1 hether you contract risk management services tor one of the
largest counties in the nation or the neighborhood pharmacy, you need
professionals with the insurance and risk management expertise that is
synonymous with CPCU, the property and casualty insurance industry' s
premier designation.

The American Institute for CPCU confers this prestigious designation.
It signi fies extensive knowledge of insurance and the environment in which
it operates. It denotes industry experience and a commitment to ethical
behavior.

CPCUs who join the CPCU Society go one step further. They join with
other insurance professionals to promote and support continuing education,
professionalism, and industry and community service.

AlCPCU
— 1 _ —

There is no substitute for CPCU.

SOCIETY

CASUALTY UNDE.W.TERS

For moreinfo, call (800) 644-9101 (AICPCU) or (800) 939"CPCU (CPCU Society).
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RATES AND CLOSING TIME:

Rates:Display classified is $163.00 per column inch, minimum of one inch. Closing:Published every Monday. Copy must be in typewritten form by 5:00
Straight classified is $14.00 per line, minimum of 5 lines. Count 34 characters Tuesday, 6 days preceding publishing date. No verbal phone copy accepted.
ps,r line (include each space and punctuation as a character). Additional $22.00 Most major credit cards accepted. Mail ads to. Cheryl Adeszko. Classified Ad-

carge for all blind box ads. Only those responses which fit into a business vertising.
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"Where Professionals Insure Their Car "

ORisk Management Olnsurance Brokerage
O Safety & Loss Control ORisk Management
OClaims Management Consulting

Also Ask About Our Temporary Opportunities!

15 James Street, Main Level, Florham Park, NJ
07932

IU RK]JARD MEYERS
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S/ L — S
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Hertz Claim Management Corporation, a Nationwide Third
PartyAutomobile & General Liability Claims Administrator,
is seeking a Salesperson with the following skills:

|1IR*114!allu

- Experience selling TPA Services

* Insurance Industry knowledge

- Excellent presentation and closing skills

- Self starter with the ability to work independently

Position requires local travel within the New York
Metropolitan Area, with out of area travel on an as need-
ed basis.

Compensation package includes Base Salary,
Company Car, Commission and Full Benefits Package.

Please send your resume, which MUST include salary
requirements to:

/*
y aifl Management

Dept WG
225 Brae Boulevard
Park Ridge, New Jersey 07656
An Eadal 01,00¢11:n"YER*10¥*t
. NO PHONE CALLS OR FAXES PLEASE)
i Reeponm ¥¢810NCY#emadetoqualifiedapplicantswho

Supply the requested **ary informfon.

GAB Robins North

America, Inc., an innova-

Ar.,g
tive provider of compre-

hensive claims manage- ACCOUNT 5%

enced| bltlous R skH N M
anagemen Sales Division %ng l\xpg(wggg
As you develop business

and expand our market presence in an

assigned multi-state territory, you will identify new
business opportunities calling on brokers, risk man-
agers, and other prospective sources. Integral

aspects of your role will include analyzing loss data,
cold-calling, and making formal presentations.

To qualify, you must have a successful sales track
record and insurance experience reflecting superior

performance. Expertise in risk management and
claims administration is desired.

GAB Robins offers a competitive compensation pack-
age with bonus eligibility and a comprehensive bene-
fits package.

Qualified applicants may forward resume and salary
requirements to:

H.R. Manager, RMS,

GAB Robins

North America, Inc,

-£19 9 Campus Drive, Suite 7

Rbila Parsippany, 19 070544316

m Fax: 201-993-3729
An Equalopporatatty

GAB Robins North America, Inc. Empk,yer MR

_ 11 ml[Pimam)
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LIFE & EMPLOYEE BENEFITS
DEPARTMENT MANAGER

This Manager will be responsible for
the profitable growth of the employee
benefits department by means of per-
sonal prodiction, management of pro-
ducers, contract negotiations with in-
surance :arriers, development of new
products, and delivery of high quality

services.

Seeking experienud fe-
nior Executive to lead
business development or-
tivities for sophisticoted
health care risk manage-
ment company. Candidate
should have at least ten
(10) years successful ex-
perience

implementing strategic ac-

BS with professional designation pre-
ferred. Five years minimum Industry
experience. Send resume to: Business
Insurance, Box 3022,740 North Rush

{NiNPmMIiD 1@1[RE!aliD i

RISK SYSTEMS BUSINESS SPECIALIST

J&H Technologies, the technolog, arm of Johnson & Higgins, is seek-
ing a Risk Systems Business Specialist to 911 a strategic role for
J&H*Stars, a leading risk management i,formation system in the
Global Fortune 10000 communit,.

The specialist will work closely with the product manager, sales/ser-
vice staff, clients, and development staff in writing design specificar
tions to answer the needs of the risk management community. Duties
also include strategic R&0--researching new methods and resources

like development libraries and the Internet for inclusion in the
J&H*Stars solution.

Please send resume to Steve Fischer, J&H Technologies, 125 Broad
Strfet, 11 th Floor, New York, NY 10004. Fax: {212] 574 - 7618.

740 N

Rush St., Chicago, IL 6061 1.
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Having trouble placing your insurance
program with the available markets?
Are you experiencing delays? Are you
frustrated? Give us a call - we can react

CHIEF FIAZA O#FICER

A Milwaukee retail brokerage firm
seeks a CFO to complete its senior
management team. A CPA with 10
years of progressive experience in
finance, accounting and informa-
tion systems, as well as experi-
ence in the insurance industry, is
required. Send resume and cover

quickly.

UNDERWRITERS/AGEN
TS

A+rated insurance Company
seeks specialty underwrit-
ers/agents for growth and
profit-sharing.

EWCI-SEARCH
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IN THE COMMONWEALTH COURTOF PENNSYLVANIA
LINDA S. KAISER, :
INSURANCE COMMISSIONER OF
THE COMMONWEALTH OF PENNSYLVANIA,
NO. 3483 C.D. 1986
Plaintiff
vs
THE MUTUAL FIRE, MARINE AND
INLAND INSURANCE COMPANY,
Defendant
NOTICE OF TERMINATION OF REHABILITATIONAND DISCHARGE OF
MUTUAL FIRE. MARINE ANDINLAND INSURANCE COMPANY (IN REHABILITA-
ILQN}

TO: ALL POLICYHOLDERS, CREDITORS OR OTHER PERSONS OR ENTI-
TIES INTERESTED IN THE MUTUAL FIRE, MARINE AND INLAND
INSURANCE COMPANY (IN REHABILITATION).

By Order dated December 26, 1996, the Commonwealth Court of
Pennsylvania granted the Petition to Terminate Rehabililation and Request for

r -Discharge filed by the Rehabilitator of Mutual Fire, Marine and Inland Insurance

ACCOUNT EXECUTIVES

Preferred Health Network (PHN). a national

managed care company. has excellent opportu-
nities for sales professionals. These positions will be
regionally based.

Your successful track record of at least 5 years of
group insurance sales experience should include
1 year in the managed care arena. Other
requirements include strong verbal/written com-
munication skills. presentation skills. and computer
proficiency.

Send resume with salary requirements to:

Prefomreg HealirMewore-

Fax: (310) 983-1424

Manager of
AvX Insurance

Oneof the world's largest independent oil and gas compo-
nies, Oryx Energy Company, has an immediate opportunity
for an experienced Manager of insurance. The successful can-
didate will be required to direct the company's world-wide
corporate property and casualty insurance program. In addi-
tion, this person will be responsible for managing the compa-
ny' s Beanuda-based, captive insurance subsidiary.

The position requires 10 or more years of insurance back-
ground, preferably in the oil and gas industry, which would
indude experience with industry mutuals, international opera-
tions, and captive subsidiary management. The ideal candi-
date would also have experience with contractor and joint
venture issues. A CPCU certification would be a plus.

As an industry leader, Oryx Energy Company offers a highly
competitive total compensation package commensurate with
applicable skills and experience, attractive benefit plans and
relocation assistance. For consideration, please forwardyour
resume, complete with salary history to: Oryx Energy
Company, Attn: L. Dronzek P.O. Box 2880, Dallas, TX 75221-
2880; or faxto (972) 715-4503. Equal Opportunity Employer.

t

Company. Under this Order, the Rehabililation of Mutual Fife, Marine and Inland
Insurance Company is terminated pursuant to Section 518(b) of the Pennsylvania
Insurance Department Acl as amended, 40 P.S. Section 221.18(b) as Decembe
26,1996. Pursuant to that Order only those obligations of Mutual Fire which have
been established by the Plan of Rehabilitation and/or by an Order of the Com-
monweallh Court shall survive Ute termination ol rehabilitation and discharge.
POLICYHOLDERS, PAYEES AND CREDITORS WHO WANT A COPY OF THE MEM-
ORANDUM AND ORDER MAY SEND A REQUEST TO:

BUSINESS
INSURANCE
CLASSIFIED ADS

ARE NOW ONLINE!

Business Insurance

has established its own

home page on the
World Wide Web.

www.businessinsurance.com

See these classified ads and
many more in our
Professional Marketplace
For Classified Advertising
opportunities please contact:

GherylAdeszko EE

</ C==._
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Michael E Morrill named semor vp
and chief underwriting officer, do-

Long joins Travelers/Aetna as vice chairman

Reinsurers

mestic operations, of Transatlantic
Stanton F Long, former president Reinsurance Co in New York It also

of AIG Claim Services Inc, has

Daniel McCormick joined Nation-
al American Insurance Co of Call-

ComlngS & GOI”gS appointed several new vps Robert
John G Bidwell, president and Smgleton-Baldrey and Pamela Cor-
Dominguez, Callf Previously, Mr CEO of Winterthur Reinsurance nell Bless m New York, Johann Hau-
Theresa J Boggus has joined McCormlick was vp-marketing for Corp of America, wlll retire from the nold in Pans, Claudia Mendietta in
clauns and related customer sennce Workplace Medical Solutions, an At- Golden Eagle Insurance Co in San New York-based company March 31 Miami, Geoffrey Peach and Michael
functions Anthony J. Galioto, for- lanta-based workers comp manage- Diego Robert C Wood, senior vp and COO Sapnar in London, and A. Lorne Za-
mer chief operatmg officer, succeeds ment company, as vp-sales and mar- Travis Lee Brank named vp-prod- wlll succeed Mr Bidwell
Mr Long at AIGCS keting uct management for The Seibels Pete Bellisano joined Swiss Re Atm-
Other supplier changes: A. Stephen Alexander named se- Bruce Group Inc m Columbia, S C um Corp as vp-mformation technol- and Robert F. Scott Jr and Roger P
Karen P Gordon lomed Alburger mor manager-human resources Stuart G. Sadwin named vp and ogy m New York Previously, he was Roberts named senior vps at Wilhs
Basso de Grosz Insurance Services m strategies group at Deloitte & associate actuary at General Acci- vp-M[S development at Centre Rein- Faber North Amenca Inc, New York
Belmont, Cahf, as vp in charge of TouchelLLP m Los Angeles dent Insurance Co m Philadelphia, surance
the corporate risk services depart-

loined Travelers/Aetna Property Ca- for:nia as vp-marketmg m Rancho
sualty Corp as vice chairman with

responsibilities for the company's

1kowitz in Tokyo
Peter C. Hearn named execubve vp

Scott D Moore named executive vp
Ralph D. Rambach named vp-fi- with responsibilities for the commer- James E. Shuell named vp-domes- and wlll contmue as chief fmancial of-

ment, with responsibility for manag- nance for the Blue Cross & Blue ciallines pricing area of the actuari- tic insurance company operationsi flcer of Partner Re Ltd m Pembroke,

mg all national and mternational Shield Assn in Chicago Previously, al/data management/state fihiig di- treaty

consulting on directors and officers Mr Rambach was vp and chief oper- vision
liability, professional hability and ating officer of Columbia LaGrange Kevm M Qumley has been pro-
employment practices habillty pro- Memorial Hospital m LaGrange, |lll moted to semor vp-nsk services for
Lamar Alexander, former U S Hamilton Resources Corp, a sub-

Healthcare Recover-ies Inc, the Secretary of Education, named vice sidiary of MEDMARC Insurance Co
Louisville, Ky -based provider of chairman of CorporateFamily Solu- Inc, both in Fairfax, Va Mr Quinley
subrogation services to the health tions in Nashwlle
care payer industry, announced sev-

takes the newly created post after
Maria W Grant named a pnncipal serving as vp-risk services He di-
eral new appomtments Douglas R. in the human resources strategies rects MEDMARCS risk manage-
Sharps named executive vp with re- group of Deloitte & Touche LLP in ment, loss prevention and claims
sponsibihties for HRI's legal, finance, Minneapolls
accounting and operations support

management services

areas, Debra M. Murphy named se- Insurers Agents/brokers
mor vp-sales and marketing, Bobby
rokuuke named senior vp-systems, Michael S. McGavick named pres- Aon Risk Services Inc of lllinois

and John R. Combs named senior vp- ident of Chicago-based CNA Fman- announced several appointments in
operations cial Corp 's CNA Commercial Insur- its Chicago office Frank Burke and
Scott E Ziemba joined the Chica- ance business unit He replaces Ruth Joplm named executive vps,
go office of Watson Wyatt World- Thomas J Grzelinsla, who retired in Dan Chrisman, Pat DelLeonardis,
wide as a semor health care consul- Apnl Tom Deneen, Ed Dulli, Tom Joslin,
tant and Midwest region practice di- Mr McGavick w11 be responsible Joe Klein and Rose O'Brien named
rector for the group and health care for runmng the day-to-day opera- semor vps, and Maggie Biri, Tom
benefits practice tions of the unit and will report to Fitzgerald, Kristine Fletcher, Rebec-
Barton W Bracken, former vp of Carolyn L Murph=>, president of ca Gilman, David Glenn, Karen
United HealthCare Corp and presi- CNA Commercial Operations Previ- Kozik, Kathy Kulak and Tom Lentz
dent of ItS Integrated Health and ously, Mr McGawck was executive named vps
Disabihty Services business unit, vp and semor financial officer of
named president and chief executive CNA Commercial Insurance
officer of Reed Group Ltd , the Den-
ver-based provider of disabihty

In other broker changes
Myles A Murakaml named semor
In other insurer changes.

Joel P. A. Thompson loined New m Honolu

chent semnces for CorporateFamily care division with responsibility for Insurance Services of California Inc

Solutions m Nashwille such products as medical, provider, m Beverly Hills Mr Howell former-

consultant of Enhghtened Influence substance abuse stop loss

Inc in Blauvelt, NY, named senior Also m Reliance's health care divi- David B Nichols named senior vp
vp-marketing, sales and strategic re- sion, Lindsay Rossano loined as vp- and chief operating officer of Palmer

Lations for Insurance Technology health care technologies Previously, & Cay of Virginia Inc in Richmond

Mass CNA's advanced technology unit manager of the commercial insur-
Howard Golden has Joined Thomas W Devine named vp and ance division, and William J. Miller

Wilham M Mercer Inc in New York chief financial officer of GAN North and Ronald W. Studer named vps

as a consultant and attorney Previ- Amenca m New York Bart Bates joined Near North In-

ously, Mr Golden was a principal at Christine M Modie named to the surance Brokerage as vp-national

Kwasha Lipton LLC newly estabhshed position of semor accounts in Chicago Previously, Mr
Janet Grace joined the Phoemx of- vp and chief information officer of Bates was vp-global brokenng for

fice of Buck Consultants Inc as pnn- Travelers Life & Annuity Co in Marsh & McLennan Cos Inc in

cipal and compensation consultant Hartford, Conn Chicago

$11425 eachon Dec 2, and nowdi- Nov 21 To cover expenses of the
rectly and mdirectly holds 3,086 transaction Mr Craig turned m
5,480 of them for $54 06 each on
Frank J Hoenemeyer, director, Nov 21 and now directly and indi-
American International Group purchased 112 shares of common at rectly holds 10,671 common
Inc. Lloyd Bentsen, director, pur- $11425 eachon Dec 2, and nowdi-
chased 112 shares of common at rectly holds 13,139 common
$11425 each on Dec 2, and now di-
rectly holds 2,260 common

Insider bad/ng

cornrmnon

Robert P Crawford, vp, mdirect-
ly sold 800 shares of common at
Dean P Phypers, director, pur- $51 00 each on Nov 8, and now di-
chased 112 shares of common at rectly and indirectly holds 30,040
Pei Yuan Chia, director, pur- $11425 eachon Dec 2, and nowdi- common
chased 112 shares of common at rectly holds 9,369 common
$114 25 eachon Dec 2, and nowdi-

David S Fowler, vp, exercised an
AIlG stock closed at $108 50 a option for 4,095 shares of common
rectly holds 1,224 common share on Jan 3 at $17 50 each on Nov 8 To cover
Marshall Cohen, director, pur- Berkshire Hathaway Inc. Mal- expenses of the transaction Mr
chased 112 shares of common at colm Greene Chace, director, mdi- Fowler turned m 1,400 of them for
$11425 eachon Dec 2, and nowdi- rectly sold 570 shares of class A $51 19 each on Nov 8 and now di-
rectly holds 2,025 common common at $32,800 each from Nov rectly and 1ndrrectly holds 27,996
Barber B Conable, director, pur- 13 to Nov 26, and now directly common
chased 112 shares of common at and/or mdirectly hold 501 class A Donn H Norton, vp, sold 1,44
$114 25 each on De 2, and nowdi- common and 20 class B common shares of common at $49 88 each on
rectly holds 5,175 common Berkshire Hathaway stock closed Nov 1, and now directly and indi-
Martin S Feldstein, director, pur- at $33,700 a share on Jan 3 rectly holds 10,392 common
chased 112 shares of common at Chubb Corp. Doublas A Battmg, Chubb stock closed at $56 a share
$114 25 each on Dec 2, and now dlI- vp, exercised an option for 2,100 on Jan 3
rectly and mdirectly holds 12,343 shares of common at $15 11 each on

common

Insider Tradzng, compzted by In-
Nov 27 To cover expenses of the vest/Net T>ading Group Inc OfFort

Axel | Freudmann, vp, exercised transacton Mr Battmg turned m Lauderdale, Pla, ftom reports hted
an option for 797 shares of common 591 of them for $53 69 each on Nov wzth the Secuntles and Exchange
at $21 38 each on Nov 8, and now 27 and now directly and mdirectly Commtsmon, tracks stock sales and
directly and mdirectly holds 5,524 holds 13,919 common purchases by insurance mdust,y di-
common Randell G Craig, vp, exercised an rectors and oBcers The column ts

Carla Anderson Hills, director, option for 8,095 shares of common d,stnbuted by Tnbune Med:a Ser-
purchased 112 shares of common at between $33 38 and $41 78 each on vices Inc

vp of Johnson & Higgins of Hawaii YA

n
management roducts and services York-based Rehance National Insur- Winston L HoweII named execu-

Bermuda
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Call 1-800-GET-CPCU Nowl
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ARM Exam Prep Workshops

ARM 54 or 66 3 days, AFW 55 2 days
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(888) 681-RISK
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TOP DOLLAR ‘S‘Jﬁ

9 Is what this large Texas agency is willing to é)aDy for the RIGHT E
d

y Shrader named senior vp- ance Co as vp m charge of the health tive vp and branch manager of Kaye 5 commercial lin€s agencies In the Houston an

llas/Fort Worth E

i metropolitan areas The selected agency/agencies will have a i
Kevin Kelly, founder and senior prescnption drugs and rnental health ly was vp-special programs for 5 minimum of $20 million of premium and be 80% commercial

Arthur J Gallagher & Co in Denver V,Y Ilnes
S Please direct your inquiries to Claude Smith at (800) 331-8959 All

1
L]

i information will be handled as strictly confidential "
Services of Amenca Inc m Peabody, Ms Rossano was vp and founder of Also, Glenn Mozingo, vp, named ,g:$$$$$335$535355555555355555555555555555555555555555855$55555355535555555555555855$$5;1
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Circulation Breakdown
Commercial Consumers

Administrative

CEO's, Pms,dents, and Amets, 1,746
Vle Presdents, Geneml Managers and

Other Mminlstratwe Personnel 4,884
Financial'

Chief Financial Ollmers and Vce Presidents

ot Finance 3,011
Seaehm, Tesurets, rm#o'lets and

other finannl Pe,sonnel 2,0

RIsmployee Benefits:

Vre Fres,dems, Dimctom, Managets, 84 otkf Rlted
depamient personmlot msumm, nskemployee
benetls, personnel, compensation,

Wnsm, 2188, stuM, 1[Idustnal RIt,ms,

human resources and empyed

labor felabons 17,307

Sub-total 29,775
Assomhons 301
Government, Unions and

Educational Institutions 969
Commercial Consumers

Sub-total 31,045
Imurank Aents and Brokers 8,664
Insumnce Companies 7,831
Accountants, Aduanes,

Attorneys & Consultants 3,148
Adiumm, Appmisem, TPA's, Capbve Managem

& Heal111 Cam Provideis

Others AIM to me teW ™
Total Qualified 53,248
Noniulf,!d 12
Single Copy Sales 40
TOTAL CIRCULATION 53,300

* Source Busindfkupabonal
beakdomot qua/*dotrulab,
MaR?,1996 Issue,as
submted to BPAfor June 1996
BPAP#shefs Statement
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Learn Faster with

The Burnham System
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CPCU®, ARM, AIC, INS,
AIS, API, AIM, AU,
AAI®, ARP®, AIAF,
AAM®, ARe®, AFSB,
ASLI, and IR
by Ray Burnham, CPCU, CLU,

CIC, AIS, AIC, AIM, ARM,

AU, AAI, ARe, CPIA, LIA
Our nation's # 1 CPCU®V/IIA teacher
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19 Everett St, Southbridge, MA 01550

www burnhamsystem com
Fax 508-765-1359

For advertising information contact Cheryl Butler-Adeszko,
Classified & Services Guide Advertising 740 North Rush Street Chicago, lllinois 60611
Telephone (312) 649 5340 « Fax (312) 649 7799
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Recall

Contznued from page 2

The dolls have mochanical mouths,

this size ovez the 30 years that I've feel itt'S the proper thing to do," Mr claims management fiim in St be pulled out or bruised finger s or

been hei e that has happened It cei - Pinner said "Theie have been abso- Louis "It's more of a public relations anp other problems that result in

tainly huils but it's palt of the cost lutely no serious inluiles,"” he exposure simply because when you complaints

of do.ng business," he said stressed

PI1Ocluet lecall COVOI age that would "Nonethele,,s, we remain deeply

. . ' . : : ' B
p(,wei ed by battenes, intendecl to edt have covered Mattel'h costs 19 dkall- concerned with the satisfaction of all, ' 5 yery expensive to
pla'-.lic food that comes with the able, but Mi Pinner considei s the Our consumers and in maintaining

d(,11% In at least 100 ing.ances copeiage "not veiy piudent ' foi thell long-standing contidence in the
though, childien's finger sand hail Mattel, consideling its track record satety and value of oui toys,"Jill E
have been caught in the moving Of product sdiety and the price ol the Barad, Mattel's chief execut_ve oill-
mouths No sei ious inlui le have oc- covelage

ezin ed, though

recall. To me, they are
doing the right thing,'
cer said in a release

says J. Steven Hunt of

Instead Mattel which reported Risk management expeits agree

Sedgwick James Inc.

'We haveno idea how man¥¥ will $3 21 billion in 1995 levenues, will therecallwasagoodmovethatwill

come back " s.iid John G Pinnel as- i otain the entire cost of the recall, in- reduce public lolations exposures

s_itant treasur er lor the El Segundo-- curring the expenses as a charge
b<ised tor manutactuier "Itt could c gainst earnings
end up being a consideiable amount

"l don't see (the doll) as a maiol

Indeed, pulling the product back
'does not make sense from a lisk
standpoint' because the risk of -,011-
ous harm 1% not great, said Richaid S
Betterley piesident of Betterley Rifk
Consultants Inc in Sterling, Mass It
makes sen%e horn a business stand-
point though, "because the damage
it causes by leaving the product so
suspect in the minds 01 consumers "

Overall, "l would salute them,"”

said J Steven Hunt managing dll ec-

pi oduct hability exposure," said Ron think of Mattel, 3 ou think of the pre- toi of corporate i isk conti ol constilt-

The recall "is sti idly something Nichols, piesident of Coun:rywide miei toy company in the U S You ing at Sedgwick James Inc in

of money | can't think of anything we're doing because of the fact we Services Corp, a pl oduct liability don't think of toys that cause hair to Columbia, S C

We Ireal new product i e[is
with lender loving core

Vvs , O4

Even the best product ideas wither and Ll .
die without expert care and attention. o
Experience, capital, organization and *eei»-'
creativity are all needed to transform 45*4. -~
11 product saplings into mighty oaks. RLI 4

is a greenhouse for new products For .

30 years, our A.M. Best "A" rated com-

pany has transformed innovative, mar-

ket-sawy ideas into mature, healthy « s *11

products. If you've developed a fertile s

product idea, and have the talent that -

2/0 &- -
--h

says you're the best in the business,

request our Product Guidelines today

A a1

We'll give your idea the care and atten- .-

tion it needs to grow and prosper.
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"It s very expensive to recall To
me, they are doing the right thing '
he said Manufactuierf that tin' to
covel up incidents m try to down-
play them "are Just asking for tion-
ble from a liability standpoint he
faid

Howevel, some i bk management
experts question why the i isk of hair
DI lingels being caught in the doll's
mechanical mouth w as not detected
dunng pre-market le,ding

"From a product liability pory,ec-
tive, if vou are a manufactillol
putting a product out to be used bv
voung childien the clegiee of lapon-
sibility inci eases substantially in ze-
spect to making suie the product 19
sale,1 said Mi NichoK of Countly-
wide "The big que,,tion here is
whethei (Mattel) fully complied with
the added degree of responsibility
they had

It seems to me, gnce it became
such a b14 ploblem all of a sudden, li
they had clone testing as they say
thep did, they should hae discov-
eled it "Mi Nichols said

"The funny thing is it lust didn t
occul to someone," said Mattel's Mi
Pinner The doll wa market tes,led
bv 3- to 5-year-old childien as well
as engineeis, and nothing came out
of those tests "

"It's a good exeicise in how the in-
ability to see the future can come
back to haunt you, commented Mr
Betterley

Experts disagree on the adequacy
of Mattel's initial decision to put
warning labels on the packages as
opposed to recalling the dolls when
the incidents first gained media at-
tention

A Mattel spokeswoman said the
labels wei r put on the packages to
make parents awaie ol how to turn
the doll oil it needed, and to warn
parents to take extra precaution fl a
child has long hair

The warning label, while logical,
was "the wiong step,' according to
Mr Betteilry Manufacturers hould
“get a pi oduct off the shelf immodi-
atel> when it begins to get (negative)
attention by the national media," he
said A warning label "does not
make a damaged reputation go
awav”

"One thing that | thought was a
little unusual was once it became ob-
vious their was a problem (Mattel)
was a little slowei to addi ess itt
specifically with a recall,” agreed
Mi Nicho15 "What Rood do wain-
ings do when the pr oduct is used by
a 2-year-old child who can't react- or
a neighboi 's kid who plays with the
doll and whose parent has not
warned him 01 her about the d.inggi?

"l don t think a waining label is
the ansa c L he said

Sedgwick s Mr Hunt, however,
said, "The nature ot the case ments
(.1 warning label) '

INn contiast he said, 'if the first
case was a death case, | would have
gotten on T V and told people to
pack itt up and send it back”

Warning labels die a "classic
thing to do, ' he said "Obviouslp
children can't read But parents
supervise children, and that's a
way to educate parents to use the

doll in the intended fashion not

unintended



Storms

Contznued fTom page 1

lames of Washington Inc 's Yakirna
office

the insurer said

vice has sent an apple marketmg ex- barns, fences, tractors and other ex- buildup
buildings, accordmg to Jeff Gulhck- pert to Yakima to meet with pohcy- pensive farm equipment Wells,
son, managlng execulnve of Sedgwick holders

And Elood damage could hmilt the they nught have to be re-labeled

Busmess Insurance, January 13, 1997 / 53

terruption losses, a spokeswoman for Many farmers also have suffered loss in Washington, where a ware- ganism brought in by the flood wa-
severe property damage from the house developed a small leak in the ters "
To rmtigate the losses, Mutual Ser- flood waters Floods have damaged roof because of the snow and ice

This root rot orgamsm that causes
disease and destroys the trees over
Fortunately, everything in the the course of three to flve years oc-

pumps and imgation equipment also building was m cans, and those cans curred after the floods of 1983 and

"We've got an apple expert talkmg have been damaged
to them about what to do from a mar-

were not dented or damaged But 1986, according to Mr Keiper
"Probably the biggest loss won't

"We've had some definite damage keting perspective, whether to Elood operation of California farms for which w111 cost between $25,000 and show up right away," he said

m the central part of the state from the market with apples now or to months as farmers cope with damage $30,000, Mr Frackiewicz eshmated

building collapses,” he said

move them and store them else- to their farms, homes, land and

So far, Sedgwick's Yakima office where," the spokeswoman said

has received 30 claims and antici-

pates receiving 50 more Most of the wul go way down, but apple pnces
2laims are expected to be filed by willgo wayup" later m the year, she how long the land remains flooded," Cahf
he said Meanwhile, Del Monte IS talkmg gauge damages

0:,. - illikjilsiciwil il filifliliWII Bilitwicill

Fruit and hop storage facihties, and said

Dommercial property insurance
would cover much of these losses

Not mcluding business mterrup-
hon losses, Mr Gulhckson estimates
claims from those facilities alone w111
exceed $50 mllhon

Overall, insured damage from the
storm is estimated at $135 milhon,
about half of the total wmter storm
losses nhow expected in the five-state
area

Audio equipment manufacturer
Carver Corp last week reported that
a roof section at its manufacturing
and corporate headquarters in Lyn-
nwood, Wash, north of Seattle, col-
Lapsed The collapse is hindenng its
ability to accept and ship orders dur-
mg one of the busiest times of the
year, which is expected to have a neg-
atlve Impact on revenues, the compa-
ny said

"Fortunately, no one was injured
when a section of our roof collapsed

Walnut growers purchase their
That cost will fall within the com- own msurance durmg the growing

equupment, the spokesman pointed pany's $250,000 self-insured reten- season, but Diamond covers the crops
"lI've got a feeling that juice pnces out

tion Del Monte's property Insurer 15 after purchase
"Long-term effects may depend on Alhanz Insurance Co of Burbank Mr Keiper said he was planning to

meet with growers late last week to

with the building contractor to mves-
tigate the cause of the leak, because losses wlll be uninsured, flood insur-

Although the malonty of flood
the structure is only one year old ance purchases have increased 16%
Del Monte has two plants in Wash- since the January 1995 floods that hit
ington state and six or seven m Call- several parts of the country accord-
fornia ing to a spokesman for the Federal
\ 4\* Dole Food Co also had no msured Emergency Management Agency,
h losses from either the flooding in Cal- which administers the National

ifornla or the snow in Washmgton Flood Insurance Program
because it's between harvests, ac- "There's a renewed interest in flood
L., 1t/ cording to Ruth Chapman, corporate insurance each time there's a big
nsk manager m Westlake Village flood that catches their attention," he
- e2.e Callf said "Gradually, more and more
Dole purchases Insurance on crops people are coming to reahze that their
only after they've been purchased comprehensive homeowners pohcies

from growers, she said don’t cover floods ™

But Dole IS concerned with the INn addition, FEMA launched a
weight of the snow on the roofs of the pubhc education program in the fall
company's new, state-of-the-art ap- of 1995 to acquaint busmesses and

ple storage buildings m Washington mdividual property owners of the
she added

gee ,

need and availability of flood Insur-
Company workers have been clear- ance

GRAPHIC BY TONY Buccini  ING snow off the roofs, and contrac- Businesses can purchase up to

tors have been summoned to examine $500,000 in primary flood insurance

and virtually none of our finished While the floods in Northern Call-

Stephen M Wilhams, president and son between harvests, there are some are likely to be passed on to con-

Few California farmers purchase the buildings' structuralintegrity, ac- for structures and $500,000 in con-
goods inventory was damaged," said fornia came dunng the dormant sea- flood Insurance, he said, so the losses cordmg to Ms Chapman

Because Callforma walnut trees are ance Administration

tent coverage from the Federal Insur-

chief executive officer "The compa- crops at risk, according to a sumers in the form of higher milk and m their winter dormant stages nght Premiums vary by nsk and by the

ny is fully Insured for losses caused spokesman for the Callfornia Farm produce prices now, they are not expected to be size of deductible

by an mterruption to its business and Bureau Federation in Sacramento Since the growing season hasn't yet damaged by the flooding, said Sam Prermums set by FEMA fund flood

damage to its property " For example, as much as 10% of started m flood-soaked Northern Kelper, vp of member services for Di- msurance claims and program oper-
So far, 29 claims totaling $34 mil- the winter wheat crop could be lost Callfornia, growers for San Francis- amond Walnut Co of Stockton, Callf ating expenses Coverage is available

lion have been filed by apple process- due to flooding, he said co-based Del Monte Corp suffered "Now the trees can tolerate a lot of from any hcensed insurance agent or

Lng plant operators m Washington's In addition, some dairy farmers no crop damage flooding that won't hurt them in the broker

Columbia River Valley with agnbusi- have lost hvestock in the Elood wa- "If the rains were m March or Apnl short term,” he said If losses exceed the program's

ness insurer Mutual Service Insur- ters, and the stress of moving surviv- we'd be in much, much tougher posi- Walnut trees can be damaged by resources, FEMA has the authority

ance Co of St Paul, Minn ing cows to higher ground could low- tions," said Ed Fracklewicz, director floods m two ways, he explained Ei- to borrow funds from the U S
Approximately 70% of the losses er their milk production, according to of nsk management in San Francis- ther by soil erosion from the inflow of Treasury But it must pay back the

wlll hkely be related to property the spokesman Losses related to the co water into the fields, or, "probably loan with interest out of future

damage, while the remainder will in- herd or yield reductions would be However, the food packaging and more devastating is a soil-borne or- premiums

clude lost mventory and business in- covered only under flood coverage canning company did have a small

"a model of reinvention" as he an- the least, to create standards,”

Dear

Contznued from page 1

nounced that Gregory R Watch- Mr Dear said
man, the deputy assistant secre- He said that the original effort
tary in charge of OSHA, would was like the Clinton health-care
"We had a stormy period at the serve as acting OSHA chief effec- initiative in a "microcosm "
beginning"” of that Congress in tive Jan 11
1995, he said Before joining OSHA in 1995, which there wasn't any appetite
Legislation to overhaul the Mr Watchman had served on the and, according to Mr Dear, there
agency was introduced in both the staffs of the Senate Labor and IS no question that the controver-
House and Senate, and a measure Human Resources Committee and sy over the ergonomics draft was a
drafted by Rep Joel Hefley, R- the House Education and Labor setback
Colo, would have abolished Committee Looking at what lies ahead for
OSHA altogether At a conference m Chicago last his yet-to-be-named full-time

Restrictions were placed on week, Mr Watchman said that he successor, Mr Dear said that the
what OSHA could and could not

It was a sweeping initiative for

idea of using third
do, specifically regarding a con-
troversial proposed ergonomics
standard that the House initially
banned OSHA from even re-

parties to certify
OSHA compliance,

which was promot-
ed in the last

'(OSHA) continues to get

. better, but it could get bet-
searching-let alone promulgat- Congress by Sen
ter faster. That's the chal-

ag Judd Gregg, R-

However, by the end of the lenge | leave to my suc-
104th Congress last fall, OSHA's
budget was increased 7%, the ban
on ergonomics research was
dropped and the Occupational
Health and Safety Act remained

unamended

N H, is "an emerg-
ing idea "
"It's a big idea

Sometimes it takes

cessor,' Joe Dear says.

a while for big
ideas to be feasi-

would continue to push Mr ble,"” said Mr Dear
Among the questions that will
OSHA ultimately remained un- cluding helping employers comply have to be answered IS what lia-
touched by congressional reform with OSHA regulations, empha- bilities are assumed by employers
vindicates its reinven’hon efforts sizing results rather than red tape that contract with third parties,
In addition, "l think OSHA's and promoting common-sense what role insurance will play,
stakeholders believe the new di- regulation who will accredit the third-party
rection we started is worth pursu- Mr Watchman also said er- inspectors and how the 1ndepen-
ing," said Mr Dear gonomics would remain a focus of dence of the third-party inspec-
He noted that Vice President OSHA tors can be guaranteed, Mr Dear
Mr Dear said that the agency said
ted to the effort and that the man would press forward on develop- At the end of the briefing, Mr
who selected Mr Dear to head ing an ergonomics standard, Dear was asked to assess OSHA's
OSHA-President Clinton-will though it would not start with the performance
also choose his successor "It continues to get better, but it
Last Thursday, outgoing Labor leased in 1995 (BIl, March 27, could get better faster That's the
Secretary Robert Reich praised 1995) challenge | leave to my succes-
Mr Dear for having made OSHA "It's going to be difficult, to say sor,"” he said

Mr Dear said the fact that Dear's reinvention initiatives, in-

Albert Gore Jr remains commit-

controversial draft standards re-

Lloyd & bans Merrett
from underwriting

By SARAH GODDARD rett, along with Merrett Syndicates
Ltd and Merrett Underwnting
LONDON-Former Lloyd's of Agency Management Ltd, to drop
London underwnter and Deputy any appeal of an October 1995
Chairman Stephen Merrett has High Court judgment that found
been banned from underwntmg at Mr Merrett and the agencies delib-
Lloyd's and wll double an mtenm erately concealed information
payment to members of his loss- from members (Bl, Nov 6, 1995)
malcing syndicates as part of a set- The February 1996 Interlrn pay-
tlement negotiated by Lloyd's to ment stemmed from tkns suit
end member htigation The two agencies have agreed to
Mr Merrett personally paid pay Lloyd's about £2 2 milhon
£500,000 ($847,300) as part of an ($3 7 milhon) as their share of
interunpaymentto the Merrett 418 agents' contnbution to the recon-
(1985) Names Assn ordered last struction and renewal settlement
February by the High Court (BI, They earher had withdrawn from
Feb 26,1996) This amount, which thesettlement offer when Mr Mer-
has sat m escrow, wall be doubled rett was specifically excluded, ac-
by Mr Merrett as part of a recent cordmg to a Lloyd's spokesman
agreement the Merrett Names In return, Lloyd's has dropped
Assn reached with Lloyd's, said its internal inquiry into both Mr
John Mays, the group's chairman Merrett and the agencies Under
The settlement payment is sub- Lloyd's regulations, Mr Merrett
lect to several conditions, accord- could have received an unlrrmted
ing to Mr Mays, including the ap- fine and a complete ban from the
proval of the Merrett Names Assn market
The group w11 hold a general Mr Merrett iS believed to still
meeting of its 1,930 members at the owe Lloyd's £90,000 ($152,500) to
end of January to vote on the offer settle his personal losses He was
In addition, the deal between placed on a restricted 11st last year
Mr Merrett and Lloyd's, struck of Lloyd's members whose agen-
Dec 31, bars him from working in cies made huge losses or who in-
Lloyd's or holding shares in dividually discredited the market
Lloyd's-related compames Never- The 134 market executives on the
theless, he is allowed to continue as hst generally were barred from
a member of Lloyd's and is regls- receiving full shares of recon-

tered as a member for 1997 struction and renewal settlement

The deal also calls for Mr Mer- money
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KF C "There are cases in California against KFC, concluding that a
where (courts have) gone as far as duty to comply would protect pa-
stating that if you expect someone trons from increased risk and

Cbnt:nued from page 2 will be parking in a parking lot harm created by "misguided at-

demands and are not under a duty across the street from your estab- tempts to resist or overwhelm an

tc surrender their property to pro- lishment to come to your estab- armed robber "

tect third persons from possible lishment, even though you don't The high court disagreed

in ury own or operate that parking lot, "We are pleased with the out-

Moreover, we have no basis you would still have a duty to pro- come as we believe we did every-
uTon which to conclude that com- vide security and make sure that thing within reason in the partic-
pLance actually prevents inlury to person got to their car," she said ular scenario involving Kathy
rc.bbery victims," he wrote in In the KFC restaurant robbery, Brown, including properly train-
agreement with KFC and an ami- the thief shoved a gun in a cus- ing our employees to deal with
cuts brief filed by American Inter- tomer's back, took her wallet and robbery and holdup situations,"
n.stional Group Inc AlG declined demanded that an employee emp- said Chris Mandel, director of risk
tc comment ty the cash register management for KFC Corp in

Dissenting Justice Joyce L The worker hesitated and said Louisville, Ky

Kennard wrote that a general she had to retrieve a cash register Despite the lessening of ItS pO-

d-ty of reasonable care exists for key from the back The robber tential liability, KFC will contin-

the safety of customers Jurors grew agitated and shoved the gun ue training employees in emergen-
should decide if reasonable care harder into the customer's back cy response, a company spokes-
hss been met, she said Justice The customer, Kathy Brown, woman said

Kathryn Mickle Werdegar agreed screamed for the employee to Irvine, Calif -based Taco Bell

Justice Stanley Mosk called the comply, according to the court and Los Angeles-based Atlantic
majority opinion harsh and un- The employee eventually com- Richfield Co filed amicus briefs

11. st He said that under the deci- plied and the robber fled with the on behalf of KFC

slon, no matter how insignificant loot "(Retailers) are no longer sub-

a business owner's property, or Ms Brown's attorney, Richard Ject to legal liability if they tell

h,iw slightly it is jeopardized, the F G Thomas, did not return a their employees do what they

b.siness is never required to sub- telephone call for comment think best," said Roy Weatherup,
orimate its property regardless of Ms Brown sued for emotional an attorney with Haight, Brown &
hcw many customers are involved distress, medical expenses, loss of Bonesteel in Santa Monica, Calif
or how gravely they are threat- wages and earning capacity, ac- He represented Atlantic Richfield
ened cording to the court She claimed and Taco Bell

Retailers say the ruling relieves KFC failed to provide proper se- "The court of appeals decision
them of a legal burden in cases curity and properly train its em- was quite alarming to many re-
where they also are victims of ponees in how to respond to tallers because it imposed a legal
cicme . erime duty to comply with the demands

'That is good news because KFC moved for summary Judg- of an armed robber," he said "If
court rulings have gone against ment, arguing it did not owe Ms that had stood, then employers
r€:ailers, property owners, motel Brown a duty to protect her would have to tell their employees
o.ners (and others) who have a against the violent acts of un- do whatever the robber says, re-
violent act occur on their proper- known third parties on its premis- gardless That might be good ad-
t> " said Kathryn T MeGuigan, es KFC also argued it did not fail vice in some situations and not in
d.rector of risk management and to provide proper security or em- others "

benefits for Los Angeles-based ployee training The superior

re:taurant operator Sizzler Inter- court denied the motion and KFC

national Inc "We have been try- appealed tforma Inc us The Supenor Court
ir Z not to get stuck with that lia- The California Court of Appeal, Of Los Angetes County, No
b:_ity 2nd Appellate District, found S051085

Kentucky Fne< Chicken of Cal-

regllating employee benefit pro- the Oklahoma Insurance Depart-
grams That authority rests with ment greater ability to get health
the federal government, prmcipal- care plan benefit Information from
Continued from page 1 ly tte US Department of Labor employers-not a delegation of in-
ment, according to the agreement "We had no authority to help re- vestigative or legal authority un-
The agreement, announced last solve problems, because by law, der ERISA-employer benefits
week by Oklahoma Insurance that has been the sole domain of a lobbying organizations and others
Cz,mmissioner John P Crawford, federal agency So, when people are concerned the agreement could
is limited to employers with self- called us to complain, all we could lead to state interference with em-
fLnded health care plans that are do was refer them to Washington ployee benefit plans
administered in Oklahoma The "While on its face the agreement
seems innocuous, | still nave a
problem with the whole thing
Who wants an insurance commis-
sioner banging on your door every
time there IS a complaintp" said
Mark Ugoretz, president of the
ERISA Industry Committee, a

Oklahoma

state Insurance Department esti-
mates the agreement could affect
as many as 1,000 self-funded plans
covering about 100,000 employees
and dependents

Commissioner Crawford hailed

'While on its facelhe
agreement seems
innocuous, | slill have a

tt e agreement as pro-plan partici- prObIem with the whole

pant thing," says Mark Ugoretz. Washington-based benefits Iobgy Administrative | aw has disapproved the s

'Hopefully, we will be able to
help more of our citizens What ployers
th.s means to the average person is While the Oklahoma program is
that they will now have a place to or Dallas It was very frustrating a pilot and IS for only two years,
go locally with disputes with their for all concerned,”" Commissioner Mr Ugoretz worries that such
self-insured companies over health Crawford said agreements could spread, signifi-
care benehts,” he said With last week's agreement of cantly complicating benefit ad-

Labor Department officials also mutual assistance-the first of its ministration for multistate em-
welcomed the agreement kind and authorized under Section ployers

4'This seems like a win-win-win 506 of ERISA-Commissioner "What if there were 50 of these
situation," said PWBA Regional Crawford says he will be as ag- and each of the 50 insurance com-
Ainumstrator Bruce Ruud "They gressive as possible in investlgat- missioners Interpreted its authori-
(tne Oklahoma Insurance Depart- ing and resolving health care ty (under Labor Department)
ment) are giving us a hand," he claims disputes agreements diferently? That could
added Federal officials, though, eau- raise many of the same problems

Commissioner Crawford said in tion that the agreement does not employers would have under a 50-
1995 he approached-with sup- give the Oklahoma Insurance De- state regime" of regulation, Mr
pcrt from the Oklahoma congres- partment authority to legally re- Ugoretz added
si-inal delegation-Labor Depart- solve claims disputes, such as by Another employer group-the
ment officials for a pilot program filing suit Assn of Private Pension & Welfare
to enable the department to help "The Insurance Department Plans in Washington-says the
employees with claims disputes cannot take legal action," said Mr agreement could be "innocuous, or
from employers with self-funded Ruud, the PWBA regional admin- It could indicate a very significant
plans istrator in Dallas If litigation ac- encroachment by states into the

The commissioner said he was tion is necessary, the Labor De- regulation of self-msured plans "
frustrated because when employ- partment would file suit, he said Both the Labor Department and
e€ s in self-funded plans had claims Similarly, the state of Oklahoma the Oklahoma Insurance Depart-
complaints, the department could would have no authority to impose ment say that at a minimum the
nct intervene, even to obtain basic state-mandated benefit require- agreement will provide policy-
plan information ments on self-funded plans makers with important informa-

That is because under the Em- Despite the linuted nature of the tion about the volume, type and
p iyee Retirement Income Securi- agreement, which federal officials resolution of complaints -nvolving
t> Act, states are pre-empted from describe as one centered on giving self-funded health care plans

g group representing large em-

Updates

Lowndes in merger talks

LONDON-Lowndes Lambert Group Holdmgs PLC is m merger
talks with Fenchurch PLC

The two brokerages announced Fnday the "possible merger of the
companies" after market speculation Thunsday led to a 6 pence (9 cent)
nse |.n Fenchurch stock to 58 pence (98 cents) per share

“We're m discussions which may lead to a merger," Lowndes Lam-
bert Chief Executive David Margrett said last week More details are
expected in a few weeks

Stock analysts say the mergeris likely tobea takeover of Fenchurch
by Lowndes Lambert following Fenchurch's poor performance in its
fiscal year endmg Sept 30 Fenchurch's operating profits dropped
22% to £6 3 milhon ($9 9 milhon) from £8 2 milhon ($12 8 milhon), and
pretax profits after exceptional items dropped 43% to £4 8 milhon
($7 5 milhon) from £8 4 milhon ($13 1 milhon)

Fenchurch's gross revenues including mvestment Income rose 10%
to £40 3 million ($63 1 milhon) from £36.2 milhon ($56 7 milhon)

The merged company would have gross revenues this year of £1434
nullion, which at average exchange rates could push Lowndes to No
11 m the Business Insurance rankmg of the world's 20 largest brokers,
with revenues of about $224 5 milhon

That potential rankmg takes mto account recent merger and acqw-
sition activity

Lloyd's analyst foresees profits

LONDON-LIloyd's of London is on course to earn record profits for
the 1994 underwnting year, analyst Chatset Ltd predicts

Results for the 1994 account, which closed at year-end 1996 and wall
be reported in early summer, should exceed the record £1 08 billion
($1 68 bilhon) proht set in 1993, Chatset says

The analyst forecasts Lloyd's wl]1 post a global profit of £1 18 bil-
hon ($1 99 bilhon) for 1994, a trend that wlll contmue in 1995 and 1996
accounts

"1994 and 1995 are both excellent years," said Chatset Director
Charles Sturge, "and 1996 is surpnsingly good "

Chatset is predicting a 1995 profit of £985 milhon ($1 53 bilhon) and
a 1996 proht of £716 milhon ($1 21 bilhon)

But the effect of decreasing insurance rates wlll be felt in the future
because of the increasing use of multi-year contracts, and he warned
that 1998 and 1999 could be lean years for Lloyd's earnings

Now that Equitas Ltd has assumed a proportion of syndicate re-
serves, some underwnters may decide that the 1994 profits could be
put to use in strengthening their reserves, artificially deflatmg the
profits distributed to members, said Mr Sturge, particularly long-tail
syndicates that rely on mvestment Income

Briefly noted

The U.S. Supreme Court next month will hear oral arguments on
whether the Employee Retirement Income Security Act pre-empts a
New York law that imposes taxes on revenues received by medical fa-
cilities operated by a union health care plan The Texas Senate this
week wnll begm considermg managed care bills, including one that
would hold managed care organizations legally responsible when the
demal of medically necessary treatment results m iniury to a plan en-
rollee Sir David Rowland has been re-elected chairman of Lloyd's
of London for this year His deputy chairmen are underwriters John
Charman and lan Agnew Mr Agnew replaced John Stace, who com-
pleted his term at the end of 1996 Pohcyholders of the failed Exec-
utive Life Insurance Co. who dechned to participate m the company's
rehabilitation plan will receive 92 5% of their account values-far
greater than had been expected In announcing the fmal asset distri-
bution of $193 4 milhon last week, Cabfornia Insurance Commission-
er Chuck Quackenbush said ELIC pollcyholders who participated in
the rehabihtation plan and were fully covered by guaranty associa-
tions wlll receive 100% of their pollcy values California's Office of

¢ state's controversial new er-
gonomics stan e grounds was sorgamzed and short on
crucnal details The move forces state regulators to revise the standard,
which also has been criticized by employers and labor as too vague (BlI,
Nov 18, 1996) . Maine employers could pay $20 milhon less for
workers compensation insurance this year The Maine Bureau of In-
surance has approved the average 12 5% reduction in advisory loss
costs recommended by the National Council on Compensation Insur-
ance Texaco Inc. was expected to file a definitive agreement last
Friday with the US District Court in White Plains,NY ,to settle its
discrimination suit with former African-American employees The
$176 1 milhon settlement could be effective as early as March Texaco
also willl allow the U S Equal Employment Opportunity Commission
to momtor the company's employment programs and pohcies for the
next five years Federal legislation, H R 109, introduced last week
by Rep Wilham Clay, D-Mo, would extend the Family and Medical
Leave Act to employers with 25 or more employees The 1993 FMLA,
which requires employers to offer employees up to 12 weeks of Job-
protected leave because of various family situations and medical prob-
lems, currently only applies to companies with at least 50 employees
James R. Fisher, semor vp and chief financial officer of American
Reinsurance Corp and president of Amencan Re Fmancial Products,
wlll resign effective March 31 to pursue other interests The U S
Supreme Court last week upheld a decision last spring by the Gth U S
Clrcuit Court of Appeals that would allow the court overseeing Dow
Coming Corp.'s Chapter 11 bankruptcy case to take control of breast
implant htigation agamst Dow Coming's parent compames, Dow
Chemical Co and Corning Inc Blue Cross & Blue Shield of Ohio
and Columbia/ HCA Healthcare Corp have put off the deadhne for fi-
nalizing their merger agreement until March 31 A key variable in
completmg the deal will be whether the national Blue Cross & Blue
Shield Assn successfully persuades a court to stnp the Ohio plan of its
Blues trademark, malang a merger less desirable
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Campbell Soup settles with reti rees - Biinsurance index

1,220
By MARK A. HOFMANN In 1995, Judge Brotman relected that claim covers among other thmgs, physician services 1,200
but allowed the class to continue an actton based and hospital outpatient services, for the first
CAMDEN, N J -Campbell Soup Co will pay on Campbell's alleged failure to meet the disclo- three years of their participatnon m the HMO 1,180
$1145 milhon over 60 years to fund medical sure requirements of the Employee Retirement Those over 65 who hve in areas where Medi-
benefits for a group of more than 12,000 retimes Income Secunty Act of 1974 care HMOs operate but who choose not to use 1,1

and their dependents m a settlement approved The plamtifs held that Campbell had not ad- the HMOs would be ellglble only for Campbell's
Friday by U S District Court Judge Stanley S equately communicated the change to the re- prescnpbon drug benefits Campbell would co- 1,14

Brotman tirees In allowing that portion of the suit to go ordmate its own benehts and Medicare benefits
The settlement ends all suits by retirees and ahead, Judge Brotman wrote that"the disclosure for retirees who live where there are no Medicare 1,12
their familles against Camden, N J -based requirements of ERISA are not empty sugges- HMOs to cover 90% of covered benefits after a

Campbell stemming from changes the soup bons for fiducianes" $50 annual deductible 1,10
maker made to its retiree benefit plan in 1991 Under the proposed settlement approved by Mr Sandals said the settlement sends a clear
and which took effect the next year (Bl, Sept 18, Judge Brotman last Fnday, Campbell agreed to message to employers 1,080
1995) The retirees claimed they werenot suffl- pay$114 5 milhon overa 60-year penod to cov- "You darn well better tell the truth and the 11715 11/22 11727 12/6 12/13 12RO 1/3 110
mently informed of changes to the plan er the costs of a medical benefit plan for the re- whole truth and not try to sugarcoat the fact A
Before the change, Campbell had paid 80% of tirees and their dependents lot of these cases have resulted m large habihties Base=100 on Bec 29.1978

Source Nordby International Inc

Lhe ehgible medical costs mcurred by a retiree or Although the payout penod lasts mx decades, for compames because they had a practice of re-
any covered benefit that exceeded the Medicare Alan M Sandals of the Philadelphia law firm peatedly telling employees" that they were to re-

benefit This formula covered retirees who had Berger & Montague, LC, which represented ceive lifetime benefits or of faihng to warn em- PCS catastrophe options

worked at least 10 years before retirement plamtlffs in the case, predicted about half of the ployees that the benehts could be changed or
Under the new formula, Campbell would cov- money would be paid out in the first 10 years of ended after they retind, he said
er only 80% of all ehgible medical costs rather the plan because of the age and health of the re- Mr Sandals said the Campbell settlement is Asotdanto
than 80% of the costs remammg after the Medi- times one of the biggest of its land, and that some suits call Ple call Pnce
care benefit was exhausted The change meant A spokesman for Campbell said the company that have yet to be settled could prove to be more spreadJienst spread bid/ask
significant new out-of-pocket expenses for re- "put aside" money to cover the settlement but expenmve The biggest settlement to date mvolv- i?:o" ‘:32”:'“;’&' 19097 :::m'a A:”:' e
tirees declined to elaborate mg retiree health benefits was reached in 1995, co/30 o) = 80/100 1 5/1 ©
Several groups of retirees and United Food & The mulb-faceted proposal does not affect re- when St I,ouis-based McDonnell Douglas Corp 80/100 2 2/2 E
Commercial Workers Union locals sued Camp- tirees under age 65 Those over 65 and who en- agreed to pay about $500 million for an en-
bell, claiming the company had breached ItS roll m Medicare HMOs would be reimbursed for hanced benefits package for rettrees (Bl, Aug 14, :::’:' ::”::997 :’::;":::':97
contract by changing the formula 25% oftheir Medicare Part B premium, which 1995) 120/140 555 80/100 1 4/2 1
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Monitoring health care reform UR provider directory rorzo 1w
tops benefit managers priorities  deadline approaches o s

Trade at 3- 2435-3674

Employee benefit professionals’ top pri- pation, both mentioned by 23 2% of respon- The fmal deadline IS approaching for Source Chicag B.ard d T ade
ority for 1997 iS monitoring health care re- dents compames to return questionnaires to be
form legislation, according to a recent sur- "In 1996, we saw the passage of the hsted m Business Insumnce's annual direc- British Issues
vey by the International Society of Certi- Health Insurance Portability and Account- tory of utillzation review providers and
hed Employee Benefit Specialists and De- ability Act and the issue of new guidelines case managers Jan- 10 Frics P/E Biv Yisla 52 week
Loitte & Touche LLP from the Department of Labor which pro- The directory wtll appear in the Feb 5 is- Companies pence pence % high-low
Monitoring and responding to state and vide clear guidance to employers on what sue, which also w111 mclude a Spothghtre- Somml Union 681 11 S5 29 O 53 698-55¢(
federal health care reform legislation is a they can and cannot tell their employees port on health care innovations and a rank- Sent Accident T7(82 81 7 63 ¥74--616
. . . . " . . Gdn Royal Exch 26€ 44 93 43 282-21E
priority on the agendas of 38 3% of the 426 about investing," Jean Rose, president of ing of the 10 largest UR vendors based on Independent OB 108 1206 55 G153 3cc
survey respondents who listed their top six Brookfield, Wis -based ISCEBS, said in a 1996 acute care mpatient hospital adrms- Royal & Sun 41 90 190 53 as3-3a0
priorities for the year, survey results indi- statement releasing the results sions reviewed Brokers
cate "These federal directives help explain There is no charge to be hsted Compa- Bradstock 6= 106 57 17 —e-54
Other top priorities include developing why health care reform and communica- nies need only all out and return a Bl ques- Fenchurch 58 1a/A 5 5 15 7 159-46
investment education programs and mate- tions and education issues came out on the tionnaire by the extended deadhne of Jan CE Heath SE 101 45 68 115-74
nals, mentioned by 333% of the respon- top of the hst," Ms Rose said 22 JIB Group 14 /A S8 TS asi-o7
dents, improving quality of benefit commu- The emphasis on communication and ed- If your company sells utllization revtew t:vijd-;r‘sri'::z: :zz ’1\'1/: :340&01 ZZ :zzi:iz
nication, 26 3%, evaluating/implementing ucation reflected in benefit professionals' or case management services and has not Nelson Hurst P ES 102 81 66 206145
[nternet/Intranet applications, 25 8%, de- priorities also indicates the focus on en- received aquestionnaire, please request one Sedgwick Grp 136 12 0 98 71 152-114
signing/conducting retirement planning couraging the Baby Boom generation to ad- immediately by callmg Assistant Directory Stesl Brl Jones 31 68 38 -62  as-28
fssions, 24 9%, and evaluating alternative equately prepare for retirement Editor Richard Trout at 312-649-5483 VVillis Georreen 142 203 66 57 169-117
health plans and increasing 401 (k) partici- -By Amy Slotemaker Source Nordty International Inc

B Industry Stock Report JAN. 6, 1997, THROUGH JAN. 10, 1997

Weekly Year to date Yeartodate Weekly Year to date Yeartodate Weedy Year to date Year to date

BROKERS Pnce % change % change High Low Vol (000) Pnce % change % change High Low Vol (000) Pie % chang, %change High low Vol (000}
Acordia Ine NYs 27.78 -3 So 431 33.75 27.75 30 EMC Insurance Group Inc Noo 1225 208 208 1450 10.13 57 RLI Corp NYS 335 —.a 0.37 za0 22.38
Alexander & Alexander NYS 17375 ooo 0.00 21.63 1363 a3s Everest Reinsurance NYS 27375 -2.67 azs 2950 20.13 546 St Paul Companies NYS 58375 c 3 -0 43 60.75 5013
E W Blanch Holdings Inc NYS 20 625 2.48 z2as 2550 17.75 71 Executive Risk Inc NYS 35625 3.39 3.72 42 38 26.13 o8 SAFECO Corp Noa 37 Ed3 -6.18 a4z s 30.88 -
Gallagher Arthur J & Co Nvs 30 -os3 323 se.s0 =zo.13 zos EXEL Ud NYS a7.7s oas ass 4025  =zo.ss azso Se,bels Bruce Group ~NDo 2128 €1 1212 as 1.0 1
Hilb Rogal & Hamilton NYS 1325 oos 0.00 1400 1138 s0 Fremont General Corp NYS 305 ooo 161 31.63 21.50 302 Selective Ins Group NDO a7.25 3z 197 38.75 31.00 !
Kaye Group Inc NDo 5125 ooo 238 8.00 .63 ' Frontier Insurance Group NYS a7 2.63 327 4113 zezs  zao Sphere Drake Holdings NYS os7s 52 1127 1ao 8.13
Marsh & MoLennan NYS 105128 o1z 108 11a88 saz2s  oes Gainsco Inc NYS o87s 128 260 11.75 875 138 TIG Holdings NYS s32s .37 185 sa3  2e.00 I
Poe & Brown NDO 265 185 0.00 Uso 2275 es GCR Holding Ltd ~NDo 235 s03 s62 2726 2150  s290 Titan Holdings Inc NYS 165 o.s 0.00 1ce 1250

BROKERS AVERAGE —oa o8 General RE Corp NYS 15885 073 1.43 170.25 138.75 1139 Tokio Marine & Fire ~NDO aaz Eus sos oo  aszs

Gryphon Holdings NOQ 14 125 180 0.00 20.25 1200 78 To,chmark Corp NYS 50.75 01@ os0 s213 a0 25 so-

INSURERS/REINSURERS Guaranty National Gorp NYS 1675 0.78 .00 1800 1338 15 Transatlantic Holdings NYS 77375 20 sss  s13s  e23s 1t
ACE Lta NYS so125 063 0.00 61.25 3775 93 Harleysville Group NDO 3025 oez 082 s250  zaso 676 Travelers Aetna Property NYS se/e <30 242 376 2313 7
Acceptance Insurance Cos NYS 18875 563 aas 22.50 1388 177 Hartford Steam Boiler NYS 46375 —osa ooo 5250 4275 aeo Travelers Corp NYS a1 2 c29 _ozs ar s 2838 91
AEGON NV NYS 62.75 252 -o79 6513 4113 83 HCC Insurance Holdings NYS 275 1055 1458 3275 1625 476 Trenwick Group Inc ~NDO a6s c.a osa s6.23 4600 2
Aetna Lili & Casualty NYS 77.75 3.57 281 s2.50  55.38 3672 IPC Holdings Ltd NDQ 2as =08 950 2513 1900  31s Unico American Corp NDO 13 23 -sos 110 ss0
AFLAC Inc NYS 42125 2.03 146 4400 2825 1003 ITT Hartford Group NYS 67.75 o.56 037 cos8 4450 1781 Unionamerica Holdings NYS 19 r3s os6 2075 1475 2
Allied Group Inc ~NDO 320625 .07 172 3325 2238 145 Lasalle Re Ltd ~NDO 28 218 427 2050 1975 54 United Fire & Casualty NDO 3175 2 142 400 2s8.00 12
Allmenca Prop & Casualty NYS 30.25 163 -0a1 31.13 2azs 720 Lincoln National NYS 52625 oza o.2a 57.00 40.75 1092 Unitrin NDO s3 437 a03 se3 aazs 334
Allstate Corp NYS 61375 +.03 sos 61.88  =7.38 5784 Markel Corp NDO oz 337 222 9450 7300 20 UNUM Corp NYS - c22 104 743  ssas 1za-
AMBAC Indemnity Corp NYs 65 2.16 2.07 eo50 4575 313 MBIA Insurance Group Nvs 99 375 025 185 10a.63 7000  s9z US Facilities Corp NYs 1125 css 101 210 1488
American Bankers Ins NDO 525 2.19 2.69 s4a00 3250 539 Meadowbrook Insur Group NYS 22.25 723 so5 34.13 1525 34 USF&G Corp NYS 2125 e 1.80 215 1425 216
American Financial Group NYS 3675 1.01 265 3888 2850 490 Mid Ocean Ltd NYS sze2s 169 oza 5538 3550 465 USLIFE Corp NYS = E a6 526 350 26 ss s83a
American General NYS 4075 0.1 031 4188  32.88 1646 MMI Cos Inc NYs s0s 0.81 5.43 33ss  22.00 ce Washington National NYs oos 182 so7s  2s.13 18-
American Heritage Life Ins NYS 26 o.a8 -09s 2775 1900 40 Mutual Risk Mgmt Ltd nNYs se s03 270 3725  =2ess 296 Zenith National Ins Nvs 2575 s o3 228 zes 2113 az
Amefican Indemnity/Fin | NDO 1075 a.88 a.88 1338 o3a B NAC Ae Corp NYS 33875 ooo ooco aoes 2850 314 Zurich Reinsurance Centr nNys 3175 ola 1.60 3275 28.38 e
American International Nys 112378 a7 381 11ess  ss.13 aazz Navigators Group NDO 1825 0.00 0.00 20.25 1563 100 INSURERS/REINSURERS AVERAGE ce oz
Aon Corp NYS 62 -020 -oz0 64.75 a47.50 643 Nobel Insurance Lid Noo 1275 2.00 1.49 1275 10.88 s3
Argonaut Group noo 28875 s.33 610 3500  =27.28 NYs 1825 oss 139 2200 1638 50 HEALTH MAINTENANCE ORGANIZATIONS
AVEMCO Gorp wvs  aeare  1ass  areo  wmes s 45 Ohy Co,p Moo saare  1as 947 4000 90 00 o4 FHE inermetona woo  ssars  asa  2or  arrs  mare 1so
Baldwin & Lyons Inc NiDOo 18375 azo .00 20.75 1a.25 150 Old Republic Int | NYS 26625 0.7 -0.47 2775 2043 ars Healthsource Inc NYS 1ze2 34 381 aos ° 75 1661
Berkley W R Corp Noo as.75 a1s a.04 sa.s0  aozs 164 Onon Capital Corp NYS coe2s 1.42 082 6300  42.50 104 Humana Inc NYS 1375 a2 182 zas 1500 2624
Berkshire Hathaway Inc NYS 33650 _015 1 32 3800000 29800.00 1 Partner Re Ltd NYS 33.25 o.76 221 3450 25.63 382 Oxlord Health Plans. NDO 5775 12 1.39 62.25 27.69 795-
Capital RE Corporation NYS ass 4.0 -e70 as.88 28.38 378 Penn America Group Inc NDO 16375 275 1.55 1675 11.50 12 Pacilicare Health Sys NDO 73.25 2.13 3.69 o875 5963 21,1
CapMac Holdings Ltd NYS 34.75 734 .91 se.88 22.00 128 Philadelphia Cons Holding NDO 24.75 s20 6.45 2550 1675 76 Safeguard Health Enter NDO 1.5 i ooo 2z o 1128 ”
Capsure Holdings Corp NYS 11 3.30 a3s 1888 8.00 173 25125 361 1.52 28.00 2225 o Sierra Health Services NYS 25375 231 305 360 2238 123
o e ses o000 oos =ses ema  ea  Z13«'Group Holdings :2 o2s 15 13 oes  ©501545  United Heatihcare orp wvs 2 222 o0  50.00 67
Chubb Corp NYS ss2s 134 2.70 se7s  aocas 2asz Rellastar Financial Corp NYS e 107 a.08 s8.38 40.00 635 Wellpoint Health Networks NYS ass cas a.27 sso  =23ss  so.
CIGNA Corp NYS 142 875 544 4 57 149 00 100 75 1623 RenaissanceRe Holdings Ltd NYS 32.75 o338 -0.76 36.00 2675 150 HMOs AVERAGE =8 -04
CNA Financial Corp NYS 104.25 -0za 257 11750 9575 188 Risk Capital Holdings ~NDO 17 875 ae7 7.74 22.88 1588 21 ALL COMPANIES AVERAGE <= -o3

Top advancing issues AVEMCO Corp, HCC Insurance Holdings, Sphere Drake Holdings Leading decliners Acceptance Insurance Cos, SAFECO Corp, Argonaut Group Most active issue Travelers Corp The Bl index fell 05%, the Dow Jones 30
Industrials gained 2 4%, the S&P 500 increased 1 5% and the NYSE Composite gained 1 7% Average P/E Brokers, 152, Insurers/remsurers, 31 6, HMOs, 33 4 System design Nordlty International Inc



WITH OUR POLICYHOLDERS WE .,RE Ef GAGE) IN .4 GREAT MUTUAL ENTERPRISE r IS GRE\T IKECAUSE IT SEEKS TO FREVENT CRJ'PLING INIURIES AN[) DEATH BY REN-.OVING THE ZAUSES OF HCME, HIGHWAY AND WORK ACCIDENTS. 11
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: -Liberty Mutuars managed care is as fast as Hector s fast break. After his accident, Hector's
5 o
7 employer called our 24-hour claims service hotline. We found the right doctor to treat him, at °
= the right price. A rehabilitation nurse coordinated a return-to-work plan. And through our on-site
’ rehabiitation program, a therapist worked to help Hector properly do his job and avoid reinjury
: so today Hector is back on the joi (and on the boards) leading a safer, more secure life. 4<2,=
. > Tt,sre'j more information w/3 like to .,bary. So plcaje call Jobn Ryan LIBERTY
MUTUALPT* -

at (617.)574- 5842 or vijit our wej,Jite at http://www.libertymutual.com The reedom of Liferr,| ’
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