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Updates

Orange County seeks $2 billion

in suit against Merrill Lynch

SANTA ANA, Calif.-Orange County, Ca-
lif., is seeking more than $2 billion in dam-

ages from MeiTill Lynch & Co. Inc., el'larg-
ing its former broker with "permitting and

encouraging" the high-risk investments that
recently forced the county into bankruptcy.
In a suit filed Jan. 12 in U.S. Ban-kruptcy
Court, the county alleges that California law
prohibits local governments from borrowing
using reverse repurchase agreements to

make long-term investments at floating in-
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terest rates, and bars them from investing

Continued on next page

London market competition is returning

By ADRIAN LADBURY
and STACY SHAPIRO

The 's' word is back

in the London market.

London After several years
of massive reductions
in capacity, increased

market

property catastrophe
prices and stable caai-
alty rates, the proper-
ty/casualty market is
again turning "soft,"
London underwriters
and brokers agree.

Stable capacity at Lloyd's of London,

Prices flat

or falling,
buyers say

Exceptions to the rule
remain cat exposures

By MICHAEL SCHACHNER
and SARA MARLEY

If renewals resembled the terrain along
Interstate 80, risk managers would be
driving through Nebraska right now.

Words like flat, soft and stable pop up

most often when dis-

cussing January re-

Risk begififiiig 6 ¢aiiie

down in some previ-
ously restrictive spe-

manager cialty lines.
The notable excep-
reoort tion to the soft proper-

E*,04'JA 64,4 -a ty/casualty insurance

market is earthquake

coverage, where dou-

ble- and triple-digit increases contrasted

sharply with flat rates in most other lines
of business.

Property insurance premiums increased
by 200% for The Dun & Bradstreet Corp.'s
properties in earthquake-prone areas like
California, Tokyo and Mexico City, said
John F. Riley, director of corporate risk
management.

"Obviously, these are the locations you
don't want to be putting on an applica-
tion, but you have to," Mr. Riley said. "If
you've got only a million dollars of expo-
sure in one of these areas, you may decide
to take your chances. But with $50 million
or more, there are some things you just
don't do.”

Mr. Riley noted that even with the sub-
stantial premium hike in certain areas, the
increases should drive up the New York-

based business information marketer's

overall premium outlay in 1995 only by
about 1%.

On all other lines of coverage, he antici-
Continued on page 17

aggressive underwriting by London com-

pany underwriters and fierce competition
from U.S. underwriters have ensured that

rates were flat or down at Jan. 1 renewals.
New competition from U.S. underwrit-
ers and concerns about solvency cost Lon-
don underwriters some new business.
Amid this environment, several oil com-
panies have decided to increase their re-
tentions or move their insurance programs
for offshore property coverages from the
London market (see story, page 32)
Property catastrophe reinsurance once
again dominated the year-end renewal

season in London.

Most major U.S. insurers writing na-

tionwide with exposures in California and
Florida paid the same prices as last year.
Rates did rise by as much as 10% for some
insurers that had losses from the
Northridge earthquake in Los Angeles a
year ago. Regional U.S. companies, how-
ever, saw rate reductions of up to 15% for
property catastrophe reinsurance.

Outside the United States, rate redue-
tions were as high as 40% for cat cover in
areas like Israel, where London encoun-
tered competition from Bermudian catas-
trophe re.nsurers seeking to round off
their portfolios. In general, smaller non-
U.S. "second tier" insurers saw reductions

in the 15% to 20% range.

JANUARY
RENEVWALS

INsurers foresee
repeat of last year

By MARK A. HOFMANN
and ROBERTO CENICEROS

The calendar may say 1995, but for in-
surance companies it's just as Yogi Berra
put it: "Deja vu all over again."”

As insurers complete
year-end renewals,
commercial property/
casualty rates remain
stuck in neutral, cus-
tomers continue to de-

Insurer

rt mand more for the
repO same price and capac-

- *, A ity continues to out-

lislihill"'al'El- strip demand except
for a few exposures.

Amid this ongoing soft market, insurers

are tentatively looking for some potential

regulatory and legislative relief from the

new Republican majorities in Congress
and numerous state houses.

Some companies are also looking over
their shoulders, wondering if they could
be engulfed by what may be a continuing
wave of industry consolidation.

Year end generally remains the heaviest
renewal season, though renewal dates are
spread more evenly throughout the year
than they were a few years ago. The dozen
or so insurers surveyed for this article re-
ported an average of about 25% of their
books of business renewing at year end,
with the portions ranging from 13% to
more than a third.

"It's going to be a 1994 all over again,”
summed up Ed Hancock, vp-commercial
insurance services for Employers Insur-
ance of Wausau in Wausau, Wis. "There is
a lot of capacity going into the market.
The large accounts are going to self-insur-
ance," taking premium out of the market,"”

The commercial property/casualty mar-
Continued on page 26

The "Bermuda factor" had a smaller im-
pact on U.S. catastrophe programs, for
which the Bermuda market complemented
rather than competed with London under-
writers.

Meanwhile, stiff competition crept into
London's casualty market during renew-
als one year after the shutdown of the-
leading liability syndicates at Merrett
Holdings P.L.C. In particular, rates for ca-
sualty clash cover-reinsurance that cov-
ers an insurer when more than one policy-
holder suffers losses in one event-were
down 10% in the past two years as a result
of competition from U.S. underwriters.

Continued on page 28

Brokers
keep eyes

OonNn Mmergers

Insurer consolidation

high on clients' minds

By RODD ZOLKOS
and SALLY ROBERTS

As renewal experiences continue to be
shaped primarily by a soft property/casu-
alty market, many risk managers' biggest

concerns this renewal

season relate to insur-

ance company consoli-

dations or other finan-

BrOker cial issues, brokers re-
port.

Except for earth-

report

*mi/Wa*h..G,{<**i exposures on the East
Coast, brokers report
flat property rates and falling casualty

rates.

quake coverage in Cal-
ifornia or windstorm

But, the merger of CNA Financial Corp.
and Continental Corp., the continuing
saga of the Home Holdings Inc. buyout
and A.M. Best's downgrade of CIGNA
Corp.'s property/casualty pool were hot
topics of broker-client conversations dur-
ing the past month.

The recent bidding war for Home Hold-
ings "has caused a decent amount of dis-
cussion" during renewals, said Joe Tar-
bell, executive vp at Willis Corroon Corp.
of Massachusetts in Boston.

"In those cases, risk managers were
scared by Best," he said, referring to
Best's downgrade of The Home Insurance
Cos. to B+ from A- (BIl, Nov. 14, 1994).
There were "a couple of situations where
people asked to change insurers,” he said,
though overall Willis has taken a wait-
and-see attitude.

"There has been enough publicity to im-
ply The Home will be fine," he said, refer-
ring to either a proposed capital infusion
by John J. Byrne or a more recent acquisi-

Continued on page 34
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Orange County targets Merrill

Continued *om previous page
public funds in speculative securities.

The failed investment strategy of Robert L. Citron, the former county
treasurer, relied on leveraging hinds in the Orange County investment
pool by using reverse repurchase agreements. He also had invested
heavily in "inverse floaters," instruments whose value declined as inter-
est rates went up (BI, Dec. 12, 1994).

The county claims that Merrill Lynch knew of the statutory debt and
investment limitations and had a legal duty to ensure that county
transactions were legal and appropriate. A failure to do so resulted in
the $2 billion loss to the county's investment pool, the suit contends.

Merrill Lynch officials continue to argue the company acted properly
and professionally in its dealings with Orange County. The company
says it warned the county as early as February 1992 about the volatil-

ity of its investment position, and had offered to buy back the inter-
est-sensitive derivative securities in 1993.

Antitrust pact approval seen

SAN FRANCISCO-U.S. District Court Judge Charles A. Legge said
he expects to give his preliminary approval to settlement of the insurer
antitrust litigation on Tuesday (BI, Oct 10, 1994).

Judge Legge was set to receive papers detailing the settlement be-
tween industry defendants and state and private plaintiffs Friday. At a
status conference on Thursday, Judge Legge set March 29 as the date
when he would give his final approval to the plan.

A letter of principle announced in October calls for, among other
things, the restructuring of the Insurance Services Office and creation
of a Public Entity Risk Institute to provide education, training and risk
management services to public entities and small businesses.

Newark airport liability

NEWARK, N.J.-Both Hertz Corp. and the Port Authority of New
York & New Jersey have substantial self-insured retentions that would
apply to any liability claims from the shutdown last week of Vie New-
ark airport due to an accidental power outage.

The Port Authority, which runs the airport, has a $4 million self-in-
sured retention for liability, said Hugh Welsh, assistant general coun-
sel.

Hertz Corp., which contracted for the electrical work that created
the outage, self-insures the first $5 million liability exposure, according
to Mr. Welsh. Hertz officials would not comment. Companies working
on airport jobs are required to carry $5 million in liability insurance or
self-insure that amount.

The outage occulred Jan. 9, when construction workers driving piles
for a new Hertz parking facility hit electrical feeder cables. Tne loss of
electricity closed the airport for more than 20 hours and led to the can-
cellation of 70% of the 1,200 flights Newark handles daily, a Port Au-
thority spokesman said. The airport, airlines and airport shops lost
considerable revenues, he said.

However, liability for the losses is not clear. Hertz's building contrac-
tors, Jos. L. Muscarelle Inc., had hired sub-contractors to carly out the
pile driving. Muscarelle would not comment.

Huge satellite coverage deal

ROSSLYN, Va.-A new contract between the International Telecom-
rmmications Satellite Organization and International Space Brokers
Inc. may be the largest contract ever for placing satlite insurance.

Under the deal, the Rosslyn, Va.-based broker will place coverage to-
taling $2 billion for 10 future launches by Washington-based Intelsat
between 1995 and 1997. Seven of the launches will be powered by Ari-
ane rockets and three will be powered by Chinese Long March rockets.

The coverage, with a premium of $185 rmllion, is led by a group of
French insurers headed by Assurances Generales de France and the
Marchant syndicate in Lloyd's of London.

Intelsat, which represents 25 countries, formerly self-insured its sat-
ellite launches but returned to the insurance market in 1993 (BI
March 22, 1993).

ISB is a consortium whose members are Groupe Le Blanc de Nico-
lay, Crawley Warren & Co. Ltd. and Frank Crystal & Co. Inc.

Confed Life GIC suit filed

GOLDEN, Colo.-A retiree of ACX Technologies Inc., a group of
former Coors Brewing Co. units, is charging in a lawsuit that Boston-
based Fidelity Management Trust Co. mismanaged investments by the
ACX pension plan by purchasing Confederation Life Insurance Co
guaranteed investment contracts, and subsequently failing to notify the
ACX plan of Confed's financial deterioration.

The Coors pension plan, from which the ACX plan was spun off,
also held Confederation GICs, but a Coors official said no Coors em-
ployees or retirees are plaintiffs in the suit.

Another class action suit was filed last year by a retiree of California
Casualty Insurance Co. of San Mateo, which held Coded GICs.

Updates continued on page 54

Errors & omissions

« A Jan. 2 For the Record item incorrectly said that copies of a
study, "Trends in Health Care Liability, Second Edition," are free. The
cost per copy is $49.50 plus $4.50 shipping. For information, call LRP
Publications, 800-341-7874, ext. 307.

* The Dec. 20,1994, Managed Care Market Report contained incor-
rect figures for the Utah PPO listing of ADMAR Corp.'s Med Net-
work. The correct figures are 24 physicians, 34 specialists and three
hospitals.

Zurich deal moves ahead

Regulatory, legal hurdles may force changes to Home sale

By GAVIN SOUTER

NEW YORK-Zurich Insurance
Group appears to have the edge in
the attempt to take over the prime
business of Home Holdings Inc.

The Swiss insurer still must
overcome some obstacles in trying
to complete the deal: Regulatory
concerns could arise about the im-
pact of a proposed runoff of The
Home Insurance Co.'s old business
on policyholders; Home Holdings
bondholders are opposed to Zur-
ich's plans and already are threat-

ening to demand payment imme-
diately on their notes of over $280
million; and a class action lawsuit
was filed last week by minority
shareholders.

To secure regulatory approval,
Zurich may have to buy some
forrn of excess coverage in case
The Home's existing assets do not
meet its future liabilities, regula-
tory experts say.

But, if the deal goes through, it
could be a model for other insur-
ance companies struggling with
separating their current business

from old-liability problems, one
analyst said.

What had been a two-horse race
to take over Home Holdings
seemed to end last week when
John J. Byrne and his co-investors
announced that they were letting
their latest offer expire.

"We have not been able to talk
with Home or Trygg-Hansa about
our most recent proposal. Without
direct discussions, it is nearly im-
possible to structure a compli-
cated financial transaction like

Continued on page 54

Employer concerns find a voice in FMLA regulations

Conditions for leave clarified

By DEBORAH
SHALOWITZ COWANS

WASHINGTON--The
Family and Medical Leave Act
regulations clarify for employers
when workers may take leave for
their own serious illnesses, among
other issues under the law.
Employers have had to rely on
interim guidance to comply with
the family leave law since it gen-
erally took affect in August 1993.
The Labor Department's final

new

regulations, published in the Fed-
eral Register Jan. 6, cover a wide
variety of issues, reflecting more
than 900 comments that the de-
partment has received over the
past two years (BI, Jan. 9).
Among other things, the new
regulations contain: some new no-
tice requirements; an explanation
of how to determine leave retroae-

tively; and clarification of a few
retirement-related issues.

However, the "largest issue by
far"” that the rules deal with is the

definition of a serious health con-
dition, stated Carol Sladek, a con-
sultant with Hewitt Associates
L.L.C. in Lincolnshire, IlI.

The government did "a good job

in responding to some of the con-
eerns of some commenters"” on

what is or is not a serious health
condition, observed Gerald Us-
lander, a principal with William

M. Mercer Inc. in Washington.
The expanded definition of seri-
ous illness is "good because it's
Continued on page 39

NAIC's wise counsel

Ex-prosecutor

Lee Douglass
known for fairness

By MEG FLETCHER

LITTLE ROCK, Ark.-Lee Dou-
glass knows the importance of lis-
tening to all sides of an issue.

Listening to all sides helped him
six years ago when he left his po-
sition as an Arkansas county
prosecutor to become an insur-
ance regulator. And it should help

even more in his new post as pres-
ident of the National Assn. of In-
surance Commissioners.

Among the issues that Mr. Dou-
glass, who will turn 43 next week,
wants the group to work on dur-
ing his one-year term are insurer
market conduct and alternative
financing mechanisms.

"I'm tickled to death to be able
to lead this organization,” said
the University of Arkansas-
trained lawyer in an accent tinged
by several youthful years in

Texas.

Continued on page 46

Lee Douglass

Insolvency drama nears end

By DOUGLAS McLEOD

LOS ANGELES-The liquida-
tor and creditors of Mission Insur-
ance Co. are preparing for a hear-
ing next month on an ambitious
plan to quantify the estate's re-
maining liabilities and make a fi-

nal distribution of its assets to

policyholders and state guaranty
funds.

A Los Angeles judge last month
entered a proposed order approv-
ing a "final liquidation dividend
plan" for Mission and two affili-

Inside

« Cutting healin care costs doesn't necessarily mean sac-
rificing quality, one of this week's editorials says. PAGE 8

Final Mission liquidation proposal pending

ates, Mission National Insurance
Co. and Enterprise Insurance Co.

Under the proposed plan, claim-
ants that filed contingent claims
for undetermined long-tail losses
by Sept. 12, 1987, must now
amend those claims to quantify
their projected losses.

Amended claims will have to be
filed by a new date, probably
sometime in August.

Creditors whose amended

claims are approved by the liqui-

Benefit Beat..

Classifieds ....,,,......

dator will then receive a propor-
tional share of Mission assets in a

final distribution from the Mis-
sion companies' trust funds.

The aim of the plan is to wind
up the Mission liquidation early
rather than keep the estate open
as hundreds of pollution, asbestos,
workers compensation and other
long-tail claims run off over the
next several years.

"The idea here is to minimize
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Pools not

threatened

by county's
fund losses

By RODD ZOLKOS

SANTA ANA, Calif.-Self-insur-
ance pools that have money in-
vested by Orange County, Calif.,
appear to be paying claims as re-
quired and none appears to be
threatened with insolvency.

Last week, the county sued Mer-
rill Lynch & Co. to recover some of
its losses (see Update, page 1).

On a dollar basis, the largest in-
vestment with the fund by a self-
insurance pool is $46.9 million by
the Schools Excess Liability Fund.

Created in 1986 to provide excess
liability coverage for California
schools unable to obtain it in the
commercial market, the pool's an-
nual report for fiscal 1994 showed
it had about 48% of its $90.6 mil-
lion in assets with the fund.

More than 90% of state school
districts participate in the SELF
pool.

Despite the size of its investment,
the SELF pool seems likely to
withstand any Orange County in-
vestment loss, said Greg Trout, a

principal with risk management
consultant ARMTech Inc. in Sacra-

mento. But local self-insurance
pools could pose a concern, he said.

"There are a number of school
district self-insurance pools all
within Orange County that, be-
cause of their nature, had all their
money invested with the county
treasury,” Mr. Trout said. "We're
aware of at least four.”

Unlike the SELF pool, the local
school pools are providing primary
layers of coverage. "They have to

Continued on page 40
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Product liability back on the table

By MARK A. HOFMANN

WASHINGTON-Advocates of
a uniform federal product liability
code are finding a lot to like in the
House Republicans' "Contract
with America.”

In fact, some business lobbyists
are already calling the product li-
ability provisions in H.R. 10, the
"Common Sense Legal Reforms
Act" introduced early this month

by Rep. James Ramstad, R-Minn.,
better than those contained in

earlier Senate reform measures.

In addition, H.R. 10's chances of
passage may be better than ever
for a product liability reform bill.

But other proponents of product

Reform legislation's odds improve under 'Contract with America'

liability reform legislation have
also begun cautioning that those
who would benefit from reform
must resist the temptation to get
greedy. And, they are warning
that any bill will have to have bi-
partisan support to pass the Sen-
ate, where opponents have suc-
cessfully filibustered previous
product liability reform measures,
including a bill-S. 687, the Prod-
uct Liability Fairness Act-de-
feated last year (BI, July 4, 1994).
The "Contract with America” is
a 10-point program of legislative
goals that House Republicans

vowed to vote on within the first

Risk managers say tort reform
prospects remain uncertain...Page 44
New billi,ased on "Contract with
America" would grant tax breaks for
long-term care benefils...Page 45

100 days of the 104th Congress.

The contract served as the foun-
dation for H.R. 10, as Well as other
legislation (see story, page 44).
Portions of H.R. 10 that pertain
to product liability reform would:
» Require plaintiffs in product
liability cases to establish by "clear
and convincing evidence"-the

same standard of proof already re-
quired in about half the states-
that the harm suffered was caused
by malicious conduct.

- Limit punitive damages in
product liability cases to $250,000
or three times actual damages,
whichever is higher.

- Eliminate joint liability in
product liability cases, holding
defendants responsible only for
their own percentages of harm as
determined at trial.

+ Hold product sellers liable for
product liability only for harm
caused by their negligence in most

Continued on page 44

California flood damage likely to grow

By JOANNE WOJCIK

LOS ANGELES-California
property owners and their insur-
ers took advantage of a brief re-
spite from torrential rain and
windstorms last week to begin as-
sessing damage before another
storm struck the West Coast.

The new storm was expected to
dump substantial rain on North-
ern California Friday, while
Southern and Central California
were expected to be hit by moder-
ate rain Saturday night and Sun-
day morning.

State officials estimated prop-
erty damage at $300 million late
last week. The Property Claims
Services division of the American
Insurance Services Group Inc. in
Rahway, N.J., had not yet de-
clared the storms a catastrophe
and had no damage estimates.

Some insurance industry
sources predict the claims could
be exacerbated by earlier earth-
quake damage that either hadn't
been repaired or was being re-
paired when the driving rain be-

gan.

Employers taking

new tack on buying
health care cover

By CHRISTINE WOOLSEY

CHICAGO-Despite the slow-
down in health care cost inflation,
employers are moving forward
with aggressive cost management
strategies.

But, rather than focusing on
new types of cost containment
products or services, they are re-
fining the health care purchasing
process to save money.

Increasingly, employers are re-
alizing health care is a "product”
and should be selected and evalu-
ated using specific criteria, speci-
fications and norms, said Larry
Boress, vp of the Midwest Busi-
ness Group on Health. And, they
are encouraging health care pro-
viders to act more as "suppliers”
who recognize buyers' needs and
expectations about health care.

Employer coalitions are becom-
ing a major catalyst in bringing
about this change in purchasing
philosophy, Mr. Boress said dur-
ing the opening session at a Jan.
10 symposium in Chicago. Spon-
sored by the MBGH, a Chicago-
based employer coalition with
members in eight states, the meet-
ing was designed to educate pro-
viders about what benefit manag-

ers expect from them.

"Employers don't want to be a
manufacturer of benefits or health
care. They don't want to do pro-
viders' jobs. But they are frus-
trated with rising costs and they
are uncertain about quality,” Mr.
Boress told an audience of nearly
250 representatives from insur-
ance and managed care compa-
nies, hospitals, physician groups
and other health care providers.
"Most employers have reached the
conclusion that they must go be-
yond being merely a payer of
bills.”

To that end, employers are at-
tempting to hold providers and
other vendors accountable for the
health care products they sell. But
the first step in doing so requires
collecting and analyzing stan-
dardized data on the quality and
cost efficiency of different health
care providers.

"One way employers can better
understand how to deal with pro-
viders and develop performance

measures is to join a coalition,”
Mr. Boress said.

Coalitions have been instrumen-
tal in moving employers from a

passive, check-writing role to a
Continued on Daae 12

On a Los Angeles news show
featuring Insurance Commis-
sioner Chuck Quackenbush and
Mary Crystal, executive director
of the Western Insurance Informa-
tion Service, a unit of the Insur-
ance Information Institute Inc., a
caller asked who would be re-
sponsible for paying for the water
damage when heavy winds blew
off a portion of her quake-dam-
aged roof that was being repaired.

"If the work was started pursu-
ant to the earthquake claim, then
that's what it would go back to,"
suggested Ms. Crystal.

Mr. Quackenbush said perhaps
the contractors' general liability
insurer would pick up the tab.

But a spokesman for a major
West Coast property insurer said
most likely the new damage
would trigger a new claim and a
new deductible.

However, such a scenario
should work to homeowners' and
business owners' advantage, be-
cause the claim would be filed un-
der the property policy, which has
a much lower deductible than an

earthquake policy. A typical Cali-

AP/WIDE WORLD

Hacienda was among the many California communities to incur damage after
heavy storms led to widespread flooding in the state.

fornia earthquake policy has a de-
ductible of 10% of the property's

insured value.

Car dealers were among the

hardest hit by the weeklong
storms, with several auto manu-

facturers reporting sizable losses.

Continued on next page

Risk managers still coping
with fallout from earthquake

By JOANNE WOJCIK

LOS ANGELES-Life for many Los Angeles
risk managers has yet to return to normal a year

For many risk managers, the Northridge earth-

quake has provided valuable lessons in risk fi-

after a 6.8 earthquake jolted them awake in the

early morning hours of Jan.
17,1994.

It may not have been The

Big One, but the Northridge /
earthquake was certainly the /.
biggest loss ever experienced
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is that the-extent-ok-damage

immediately apparent. In
other cases, risk managers
are haggling with insurers
over the extent of business
interruption losses, which in
sorne instances are greater
than the property loss re-
quired to trigger Bl coverage.

The Property Claims Ser-

vices division of the Ameri-

can Insurance Services

Group reported this month that the Northridge
quake caused $10.4 billion in insured damages-a
far cry from its initial estimates of between $1.5
billion and $3 billion in damage (BI, Jan. 24,

1994).

nancing, loss control and catastrophe prepared-
ness. The experiences of three companies follow:

Butting heads

"We're butting our heads
at the moment” over one such
business interruption claim,
said Barbara Sonstegard, di-
rector of taxation and cash
management for Chat-
sworth-based Syncor Inter-
national Corp.

Insured property damage
for the company, which dis-
tributes radioactive dyes
used in medical diagnostic
testing, was within its de-
ductible, but "we had busi-
ness interruption losses," she
said.

-Our building was closed
for a week and was only 50%
operational for two weeks af-
ter the quake," as a result of

internal property damage,

Ms. Sonstegard explained.
Syncor's Van Nuys labora-
tory was similarly operating
at reduced capacity for about

three weeks, she added.

The company also paid to put up employees in 10-
cal hotels when their commutes were disrupted by
the Los Angeles area's several damaged freeways.

Continued on page 53
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Floods

Continued from previous page
Garry Nelson, manager of oper-
ations services for Ford Motor
Credit Co.'s insurance operations,
said a Carson, Callif., car dealer,
Don Kott Ford, sustained a $3

million loss when floods destroyed
200 cars.

The insurance on the cars was
written by Dearborn, Mich.-based
American Road Insurance Co., an-
other Ford Motor Co. unit. As part
of a complex arrangement, the
named insured on the unsold cars is
Ford Motor Credit, though the claim
will be paid to the Kott dealership.

Toyota Motor Insurance Services
Inc. in Torrance reported more than
$2 million in damage claims by two
Northern California dealers.

One claim for $1.6 million came
from a dealer in the San Francisco
suburb of Dublin, where 92 vehicles
were destroyed when a flash flood

The Power

To Be Secure

spilled off a freeway onto the lot of
the dealer below, according to Patti
Connors, senior regulatory affairs
administrator for the insurance sub-
sidiary of Toyota Motor Sales
U.S.A.

Another claim was filed by a Sac-
ramento Toyota/Pontiac dealer who
reported hail damage to 400 vehi-
cles. The damage is estimated at be-
tween $1,000 and $2,000 per vehicle,
according to Ms. Connors.

Toyota itself had 35 vehicles sus-
tain flood damage at a Long Beach
port processing facility, said David
Sands, risk control manager.

In contrast, Honda North Amer-
ica, also based in Torrance, reported
no flood or storm damage.

Risk managers for the Compton-
based Ralph's Grocery Co. super-
market chain and the Los Angeles
Metropolitan Transportation Au-
thority were out inspecting area
properties on Thursday afternoon,
spokesmen reported.

In Laguna Beach, wate and mud
flowed through the coastal town's
business district, causing shops and
businesses to close for two days, ac-
cording to the Laguna Beach Cham-
ber of Commerce.

A string of disters has made
merchants there insurance-policy
savvy.

Rene Battistone, a partner in a
home accessories boutique named
Areo, said that before the brushfires
in Southern California (BI, Nov. 15,
1993), merchants did not know
about business interruption cover-
age.

This time merchants will be sure
to tap their policies for the two days
they were closed, she said.

Ms. Battistone said her business,
which is insured by Farmers Group
Inc., suffered slight content damage
and costs will mostly amount to the
labor time required to bail out wa-

ter.

The city's merchants also met and

5a®r

discussed the possibility of filing
damage claims with the state, which
is constructing a freeway in the hills
above the town. They think the
flowing mud resulted from the con-
struction.

"l think we're all in trouble be-
cause nobody had flood insurance
and it was rising water,"” Ms. Battis-
tone said. "That's the talk around
town."

In Seal Beach Calif., a 6,608-unit
retirement community suffered at
least $2 million to $3 miillion in
damage when a storm channel over-
flowed.

About 175 units suffered major
damage, another 200 suffered minor
to moderate damage and company
vehicles were ruined, said Bill
Narang, administrator and risk
manager for Seal Beach Leisure
World.

Days after the flooding, a phar-
macy, medical center and church in
Leisure World remained closed and

the sound equipment lay destroyed
after 14 feet of water washed into a
2,500-seat amphitheater.

Mr. Narang said the 540-acre
community did not have flood cov-
erage, but he may file for windstorm
damage for water that poured in
through windows and doors.

Adjusters were still evaluating the
damage and decisions about claims
were still being assessed late last
week.

Surveying it all, Mr. Narang had
advice for other policyholders.

"People need to look over their in-
surance,” he said. "People think de-
ductibles and premiums air too

quarterbacking."

Some insurers received claims
from policyholders as soon as there
was a break in the weather, while
others said it was too early to tabu-

late storm losses.

The three Factory Mutual System
insurens had a combined total of
$1.2 million in losses reported as of
Thunsday morning, according to
Wolfgang Friedel, senior vp for Ark-
wright Mutual Insurance Co. in
Waltham, Mass.

Arkwright alone had net losses of
less than $500,000 from five South-
ern California claims, he said.

The claims were submitted by
small businesses and facilities that
suffered damage due to wind and
surface water, said Mr. Friedel.

"Most of the losses that are occur-
ring are in very rural aleas and
more in residential areas than they
are in industrial areas," said Mr.
Fbedel.

However, he said he was con-
cerned about two additional storms
that were scheduled to hit Califor-
nia later in the week and over the
weekend.

Dean E. Johnson, president and
CEO of Protection Mutual Insurance
Co. in Park Ridge, lll, a Factory
Mutual insurer, said the insurer has
had only a few hundred thousand
dollars in losses to date.

But "it's not done yet,"” said Mr.
Johnson. "You get a couple of good
mudslides and things can change
mal quick.”

Allendale Mutual Insurance Co.
had two losses, each under $250,000,
as of Wednesday afternoon, a
spokeswoman reported.

As of midweek, Travelers Corp.
had received 30 commercial lines
claims and three personal lines
claims, reflecting a mix of flood and
wind damage, a spokesman re-
ported.

Three of these commercial claims
were in the $100,000 range and
these were wind related, with the
remaining claims smaller, he said.

Ten of the claims came out of
Traveler's San Francisco office, with
the remainder out of its Los Angeles
office, the spokesman added.

"We have to sort through the
claims and look through the cover-
ages," he said, adding, "We have
people on standby ready to go in."”

Other insurers hadn't received any
claim notices as of late last week.

A Reliance National Insurance Co.
spokesman said at midweek it has
had "very little to no activity," and
it is too soon to determine the extent
of losses.

An American International Group
Inc. spokesman said it also is too
early to determine losses.

Aetna Casualty & Surety Co. also
had no report as of Thursday, a
spokesman said.

Reinsurers are not likely to take a
big hit on the floot claims, since per-
sonal lines flood losses would be
borne by the federal National Flood
Insurance Program.

Judy Greenwatd and Roberto Ce-
niceros contributed to this report.
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Ford modifies salaried workers' benefits

DEARBORN, Mich.-Ford Motor
Co. is implementing several new
benefit programs for its 45,000 U.S.
salaried employees.

Beginning in June, the giant auto-
maker will introduce a flexible ben-
efit plan that will allow employees
to accumulate credits to buy health
insurance and other employee bene-
fits. The company also will offer sal-
aried employees an additional
credit, called Bonus Flexdollars,
that will vary based on Ford's over-
all financial performance in any
given year.

The additional flex credit is based
on a return-on-sales formula, with
the payout ranging up to $600 per
employee. The credit will enable the
automaker to contribute more to-
ward salaried employees' benefit
programs in good times.

Benefit Beal

"The concept isn't new, but it isn't
common," said Rosanne Milley, a
principal with Apex Management
Group Inc., a health care, actuarial
and benefit consulting firm in Princ-
eton, N.J. "It's a company's way of
saying its ability to continue to offer
comprehensive benefit plans is di-
rectly linked to the company's per-
formance. And, it makes employees
more sensitive to the fact that bene-
fits account for a large percentage of
their salaries and are very expensive
for their employer to provide."

Jack Hall, Ford's vp of employee
relations, said the new program wiill
help the company better manage its
health plan costs."The cost of bene-

fits continues to represent an ever
larger expense to the company and,
in some cases, a competitive disad-
vantage," he said.

Ford decided to introduce the
flexible benefit programs after con-
ducting employee focus groups and
surveying all 45,000 of its U.S. sala-
ried employees in 1994. The auto-
maker also studied the flexible ben-
efit programs of other companies to
identify the best practices.

Under the program, Ford wiill
credit each employee with a fixed
amount, plus the additional credit
that fluctuates based on company
performance. Employees will be al-
lowed to spend those credits on
health, dental and life insurance, as
well as financial planning and legal

services, long-term care insurance
and vision care.

emle rli
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A variety of health plan options
are available to Ford employees, in-
cluding a self-insured indemnity
plan and a number of health main-
tenance and preferred provider or-
ganizations. In addition, Ford intro-
duced a new indemnity plan option,
called the Ford Medical Plan, which
has somewhat higher deductibles
and out-of-pocket expenses, but no
monthly copayments and a $300 per
family preventive care allowance.

Once an employee has selected a
benefit plan, the cost of those bene-
fits will be deducted from the flex
credits supplied by Ford. If an em-
ployee chooses a medical plan that
requires some premium sharing, the
most an employee could pay would
be $45 per month for family cover-
age in the self-insured indemnity
plan. If money remains, the em-

ployee may receive the difference in
cash or may receive a credit to buy
other benefits.

If there is a shortfall, the differ-
ence is made up through payroll de-
ductions or paid with Bonus Flex-
dollars or cash from Ford's flexible
compensation account.

Employees who elect to forgo
health care coverage with Ford be-
cause they are covered under an-
other employer's plan will receive
$1,140 in cash or in flex credits to
purchase other benefits.

In other benefit plan changes,
Ford introduced several new invest-
ment options in its employee savings
and stock investment program. Un-
der an agreement with Fidelity In-
vestments, employees will be able to
invest in six additional funds from
Fidelity and in more than 50 other
funds offered through Fidelity. Em-
ployees also will be able to make
changes on a daily basis.

The new savings and investment
program will be available to em-
ployees in the fourth quarter of
1995.

-By Christine Woolsey

More benefit options

NEW YORK-Although depen-
dent care spending accounts are the
most commonly offered dependent
care benefit, their popularity is not
growing like that of less common
dependent care benefits, according
to a new survey.

Some 78% of the 107 employers
responding to a Towers Perrin sur-
vey offer a dependent care spending
account. However, no additional
companies said they plan to add the
benefit.

The next most common depen-
dent-related benefit, coverage for
well-baby care, is offered by 73% of
respondents. An additional 7% said
they are planning to add or consid-
ering addmg the coverage.

Growth will be much more sub-
stantial among the less popular ben-
efits, according to the survey.

For example, while 40% of re-
spondents said they currently offer
child care resource and referral ser-
vices, 15% said they plan to in the
future. And while only 25% of com-
panies now offer elder care resource
and referral services, 20% said they
are considering such programs.

"The (surveyed) companies' inter-
est in testing and implementing in-
novative approaches in elder care
and child care assistance demon-
strates the recognition by business
of some of the realities faced by this
sandwich generation," said Pat Mil-
ligan, a principal in the Stamford,
Conn., office of Towers Perrin.

The survey of 107 companies of
all sizes, which was conducted late
last year, found that companies of-
fer a wide range of work/family
benefits. However, the survey in-
cluded in its list of work/family pro-
grams some health care coverage
and personnel policies such as vaca-
tion day carryover.

The most commonly offered
work/family benefits are unpaid
personal leaves of absence, offered
by 90% of responding employers;
employee assistance programs, of-
fered by 88% of respondents; cover-
age for routine gynecological exams,
offered by 79% of respondents; de
pendent care spending accounts, of-
fered by 78% of respondents; and
coverage for well-baby care, offered
by 73% of respondents.

Between 50% and 62% of em-
ployers offer personal days, vacation
day carryover, closing cost assis-
tance, wellness programs, paid time
off for relocation, gradual return to
work and on or near-site banking.

The survey, "Work/Life Programs;
Supporting a New Employer/Em-
ployee Deal," is available free by
calling 1-800-525-6741.

-By Deborah Shalowitz Cowans
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Firms not sacrificing qualit
T ESS COSTLY managed health care does not auto-
JLJ matically mean less quality health care treatment.

This truism was underscored by a recent study by re-
searchers at Johns Hopkins University (Bl, Jan. 9). The
study, originally published in the Journal of the Ameri-
can Medical Assn., found little variation in quality of care
across a spectrum of different types of providers and
among providers who used valying amounts of resources
to treat patients.

"The lack of relationship between quality and costs has
important implications for health system reform and
managed care organizations," the study's authors wrote.

The study's conclusions should provide employers
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added fuel in their drive to sell managed care to workers
as more than a cut-rate alternative to traditional indem-

nity plans.

Managed care plans are often criticized for focusing
too narrowly on cost to the exclusion of other issues like
quality of care and patient satisfaction. The Johns Hop-
kins study and research focusing on managed care plans
shows this no longer to be true.

However, quality certainly is not a constant feature of
managed care or other health plans that employers can

takg for granted, Emnloyers, must.continus 19 0eaitor she

| priate care and meet the needs of employees.
F Many employers that contract with health maintenance

organizations already are doing this by requiring the
plans to provide them with data on standardized quality
performance measurements created by the National Com-
mittee for Quality Assurance, which accredits HMOs.

Other employers, as we report this week (see story,
page 3), are striving to develop their own databases and
benchmarks to assess the quality of their health plans.

While finding solutions to soaring health care costs re-
mains critical, when employers and providers focus on
quality, lower costs will result.

"We are trying to buy smart, not just buy cheap," sums

up Sean Sullivan, president and executive director of the
National Business Coalition on Health.

You can't go back again

A FIER YEARS of soft market sonditiqns. the sam;

stopped waiting for the other shoe to drop.

Recent renewals indicate that the days of a regular cy-
cle of hard and soft, hard and soft markets has given way
to what we have today: a competitive market for most
lines of coverage, with only occasional and temporary
spikes wrought by Mother Nature.

But the market is not characterized by competition
alone; there is also evidence of a new flexibility and cre-
ativity in risk financing.

Much of the credit for this shift goes to risk managers
and brokers for developing alternatives. In the last wide-
spread hard market, many buyers decided to step off the

Letter<

roller coaster and form their own risk financing vehicles.
Others are working with insurers to restructure their cov-
erage and develop long-term ties (BI, Jan. 9).

Change is also apparent in the cqgnsolidation occurring
in the insurance industry, the reconstruction of Lloyd's of
London and the creation of the Bermuda catastrophe re-
insurance facilities, as well as in the growth of managed
care options on the health insurance side.

For the buyers of insurance, it may mean an opportu-
nity to take a fresh look at how much risk they are will-
ing to bear and how to finance the rest.

Companies that are still waiting for the commercial in-
surance market to return to the old way of doing things
may get left in the dust.

Bureau Chief:

Copy Editors:

Assislant Copy Editor:
Associate Editors:

Directory Editor:
Assistant Diredory Editor:

Editorial Assislant:
Assistant to the Publishe,:

Editorial Corloonist
Advertising Diredor:

Eastern Advertising Manager
Midwest Advertising Ma,age-:

[istrict Ma,agers:

Sales Assistant

Cassified Aclvertising Manager:

P.-oduction Manager:
D rector of Communications:

EDITORIAL.:

ADVERTISING:

COMMUNICATIONS:
SUBSCRIPTIONS:

Michael Schachner New York)
Regis J Coccia CChimgoj

Sara J . Horly /Chicago)

KerY A. Dziubek Shicagol

Deborah Shalowitz Cowans /Chicago)

Rot*do Ceniceros Clos Ange/es)
Mark A Hofmann /WashingtonJ
Adrian Ladbuty Rondonl

Sara Morley (Chkago)

Sally Robects rhk:ogoJ

Gavin Souter New York)

Rodd Zolkos K]hicagoj

Kathy Welyki IChicago)

Rich Trour (Chicago)

Ovie Dent (Chicago)

Koren Biown Tucker (Chicago)

Roger Schillerstrom (Chicago)
Marlin J. Ross Ill (New YockJ

Stephen P. lincoln /New Yak)
Robert t. Niesse /ChicagoJ
Cynthia Bykowski (New York)
Blake Delany /New Yorkl
Barrie Harmelin (New Yorkj
Charles A. Hoivoth INew York)
Deborah D. Neale (Chicago)
tori tieberman (los Ange/es)
Che,¥IButler (Chicagoj

Elmer Kerstowske CChicago)

Ronnie 1. Drachman INew Yorkj

Chicago: 312649-5398
london: 71608-1172

los Angeles: 213-651-3710
New York: 212-2100100

SanJose: 408-379-1790
Washinglon: 202-662-7200
New York: 212-2100228
Chicago: 312-649-5276
los Angeles: 213-651-3710

New York: 212-2100132
Detroit: 800678-9595

Published by Crain Commun cations, Inc., Chicago ,

Foander
Chairman
Vice chairman
President

Ctirman-executive commiltee

G.D. Coin Jr.(1885-1973) ,
Mrs. G.D. Crain

Keith Crain

Rance Crain

S.R. Bernstein ( 1907- 1993)

Story on builders risk cover ignorant of contractual reality

To the editor: | read with amazement the

Dec. 12 article "Ilgnorance Not Bliss with

Builders Risk Coverage."

Its total lack of understanding of the

contractual relationship between owners
and contractors is pure ignorance.

The vast majority of owners transfer
their project risks to the general contrac-

Continental's capacity will be missed

To the editor: The CNA/Continental
merger will bring benefits to the risk
manager, broker and agent, as your Dec.
12 article, "Continental Deal Makes
CNA Largest Commercial Insurer,”

I points out.

However, this is a sad reduction of ca-
pacity in the industry at a time when the

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

alternative marketplace is making

strong strides.
Richard J. Rocheford Jr.

President

Star Risk Management
Consultants Inc.

Eden Prairie, Minn.

tor. The general contractor has risk of loss,
delay in startup in the form of liquidated
damages, offsite exposures, uninsured
losses and operational testing risk.

This article seems to confirm what most
corporate insurance and risk management
professionals believe: Brokers do not un-
derstand the businesses that they are ser-
vicing.

Ed Castellano
Assistant Insurance Manager

Raytheon Engineers
& Constructors Inc.

New York

Semantics can make a big difference

To the editor: | was pleased that you
quoted my description of the task we are
tackling at Lloyd's of London in your fea-
ture on the top newsmakers of 1994 (B,
Dee. 26, 1994).

In describing the wobbly plank and the
chasm we are crossing to the haven on
profits and prosperity on the other side, |
spoke of the abyss being filled with raven-
ing lawyers waiting to devour any who lost

their foothold

Charmingly, you translated this in your
copy to describe the lawyers as rambling,
immediately giving a kindly and inconse-
quential feel to those | described rather

differently. Would that it were so!
David Rowland
Chairman

Lloyd's of London

London

Treasurer

Mari Kay Crain ,
Merrilee P. Crain
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Purchasing

Continued from page 3
more active, purchasing role, said

Sean Sullivan, president and exeeu-
tive director of the National Bum-

ness Coalition on Health, a Wash-
ington-based umbrella for 90 busi-
ness coalitions.

"It's been said the market has
failed in health care”™ because it
does not operate by the same prin-
ciples as other markets, Mr. Sulli-
van remarked at the symposium.
"The critical requirements of a
functioning market are purchasing
power, good information and the

.Specializiniin group property/casualty programs includ- -,«- ,
-retention groups, purchasing givups and /, ,

ing captives, ris

right incentives," he explained.
Employer coalitions have dealt
with the lack of purchasing power
by banding together to create more
buying leverage. Employers also are
increasingly gaining access to pro-
vider information. "Sorting through

the data is a big task itself. Now we
have to determine what is credi-

ble,"” Mr. Sullivan noted.

And, to create the right incentives
to supply quality, cost-effective
care, employers are moving away
from paying providers to do more
things and toward paying them to
do the right thing. "We are trying to
buy smart, not just buy cheap,”
summed up Mr. Sullivan.

1Vlinnesota Mining & Manufactur-
ing Co. has been able to accomplish
many of its health care cost man-
agement goals, both as a member of
the Business Health Care Action
Group and on its own as one of the
largest employers in the Minneapo-
lis/St. Paul marketplace.

"As a large employer, we have an
interest in (employer) coalitions
wherever we operate,- said L. Joe
Thompson, director of benefits for
3M. "By and large, employers are
starting to think the same and have
the same goals, even though we
may go about it a little differently."”

The main goal of employers-and
employer coalitions-is purchasing

The Alternatives People.

...it's so obvious.

other forms of alternative risk transfer options.

...Providing services such as claims handling, loss
prevention, underwriting, actuarial and reinsurance
placement to back up and support programs.

When an insurance company truly believes in
partnering with its clients, the result is a unique
solution that fits exactly and works over the long
term. Meadowbrook Insurance Group and its
ct#liated carriers have been pleasing clients for
more than 40 years with the kind of service that
means security. Our Star Insurance Company is
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experience
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solution
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health care programs that feature
quality care and efficiency, as well
as low cost. In fact, many employ-
ers are applying modern manage-
ment and re-engineering techniques
to their health programs.

General Motors Co., for example,
has been re-engineering its core
business for a decade, ever since
Japanese competition eroded U.S.
auto sales in the 1980s. The com-
pany held 5,000 workshops for its
core business, focusing on produc-
tivity improvement, inventory re-
duction, space reduction and lead
time improvement, said Kevin But-
ler, director of health plans.

Now the company is asking

The result? Clients who know they have the solution that is
right for today, and is flexible enough to take them into the
future...clients who know they have the security of an
insurancegioup, Meadowbrook that doesn't
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importantly, Meadow'brook works with you to develop a
set of risk management services to help save money and
manage costs in your changing markets We represent the

entire spectrum of solittions, At Meadowbrook, the unique
alternative is the usual alternative.

The alternative insurance industry is
poised for growth. It is expected that
1,100 new cal*ives willbe formed by

the year 2000. We can help you be

HeADONBROOK

GROUP

_ MEADOVWVWBROOK
1 INSURANCE

- Star Insurance Company, Best's rated A-(Excellent)
« Savers Property and Casualty Insurance Company * American Indemnity Insurance Company, Ltd.

part of this growing market.

Call us.

Put The Alternatives

People™ to workforyo,,...you'll

like the results.

For information or our video, contact Dick Marshall 1 (800) 482-2726 ext. 297

health care providers to do the

"At GM, we resolved to achieve
substantial improvement in health
care quality and cost," Mr. Butler
said. "We spend more on health
care than on steel.”

GM provides health benefits to
1.7 million employees, retirees and
dependents at an annual cost of
$3.5 billion in cash and $3.6 billion
in non-cash liabilities. That expense
translates into $1,400 per vehicle
produced in the United States.

"Any organization or business
that is based on the mass produc-
tion model has built in over time a
lot of bureaucracy and waste. |
would submit to you that health
care is such a system," Mr. Butler
said.

GM wants its health care provid-
ers and vendors to apply the lessons
the automotive industry learned to
their own operations. Those include
meeting customers' needs first and
realizing that expended resources
that do not provide tangible bene-
fits to the customer are waste.

The company has held 25 quality
improvement workshops with
health care providers so far, with
more planned. Each four-day work-
shop is designed to train providers
to develop a systematic procedure
for eliminating waste, improving
quality and reducing costs. "Our
greatest gains will come from pro-
cess improvement and process con-
trol, which will make utilization
management unnecessary," Mr.
Butler explained.

GM has set an aggressive time
frame to see results: short-term im-
provements should be realized
within six months, while longer
term improvements should be ac-
complished in six to 12 months. "If
it can't be done in one year, it
doesn't exist," Mr. Butler said.

"Absent sweeping government re-
form, change will only occur if it's
driven by purchasers and custom-
ers," he commented. But, purchas-
ers can only effect change if they
have the right data. To that end,
GM also has purchased a major
data collection system marketed by
EDS/Dun & Bradstreet to deter-
mine, among other things, why
health care quality and price vary
so much region by region.

GTE Corp. is also looking to data
to help solve its health care cost
and quality problems. Among other
things, the company requires all the
health plans with which it contracts
to submit HEDIS data-a set of
quality performance measurements
created by the National Committee
for Quality Assurance, which ac-
credits HMOs-but GTE wants to

go much further than that.

"The alternative to HEDIS is
nothing, and HEDIS is definitely
better than nothing,"” said George
Crowling, a regional health care
manager for GTE Laboratories in
Dallas. "But HEDIS doesn't get to
the basic truth and that is, if my
son needs an (operation), who is the
best doctor in town to do it?"

Northern Trust Corp. of Chicago
has been collecting provider data
for some time and is now trying to
analyze comparative data on the
different health plans with which it
contracts, said Joyce Cook, vp and
manager of benefits planning.
Among other things, the company
runs employee satisfaction surveys
and collects data from all its health
plans.

"The issue is less about identify-
ing data elements and more about
figuring out how to use the data
once we get it-how to integrate
and extrapolate it and use it for ac-
tion," Mi. Cook said.

One thing is certain, though, sh€

there is no finish line. We'll be deal-
ing with this as long as we are alive
and breathing."
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Kwasha Lipton's Byrne to succeed Skovron as

Robert S. Byrne Jr., named chief
executive at benefit consultant
Kwasha Lipton in Fort Lee, N.J.

He succeeds David Skovron,
who will serve as chairman until
his retirement in June. In addi-
tion, James T. Brickman succeeds
Mr. Byrne as chief operating offi-
cer.

In other supplier changes:

Harvey Sobel, named principal
and consulting actuary in the Se-
caucus, N.J., office of Buck Con-
sultants Inc.

Robert K. Burden named execu-
tive vp at The Alexander Consult-
ing Group Inc. in Lyndhurst, N.J.
Robert F. Braun will succeed Mr.
Burden as chairman and CEO of
ACG's Canadian operation. In ad-
dition, Peter A. Cole named senior
consultant in the Baltimore office
of Alexander & Alexander Con-
sulting Group, the U.S. consulting
arm of ACG

John Y. Loungway joined
Lovett Associates, the Danville,
Callif.-based claims consulting
company, as senior claims con-
sultant. Mr. Loungway, who was
previously senior vp-claims for
The Doctors' Co., is based in
Napa, Calif. Also at Lovett, Cassie
E. Mebes joined as a claims con-
sultant and manager of its South-
ern California operations in San
Dimas. Previously, Ms. Mebes was
vp-claims for Alexsis Inc.

Robert W. Stephens joined in-
surance consulting firm The Man-
hattan Group Inc. as managing
director in New York. Previously,
Mr. Stephens was chief operating
officer of Herbert L. Jamison &
co.

David Kelley named president
of Alden Risk Management Ser-
vices Inc. in Miami, succeeding
Jim Tillett, who was named senior
vp of the parent company, John
Alden Life Insurance Co. Also at
Alden Risk Management, Walter
Marsh joined as a vp-actuary
Previously, Mr. Marsh was vp and
actuary for Associated Insurance
Cos. Inc,

Robert C. Runge named to the
new position of chairman and
chief executive officer of the
Tulsa, Okla.-based third party ad-
ministrator, Insurers Loss Man-
agement. Jerrold A. Whorton
named president and chief operat-
ing officer.

HMOs/PPOs

Richard C. Surles, New York
State Commissioner of Mental
Health, is joining Medco Behav-
ioral Care Corp. as executive vp.

Charles Kanach named execu-
tive vp at Green Spring Health
Services. Previously, Mr. Kanach
was senior vp at CIGNA Corp.
Also at the Columbia, Md.-based
preferred provider network,
Charles Kiskaden joined as chief
marketing officer from FHP
Health Plans International.

David G. Schmidt joined
CareAmerica Health Plans as se-
nior vp and general manager for
the group services division, in
Woodland Hills, Calif. Previously,
Mr. Schmidt was a vp at FHP/

Takecare.

Nadine Yacos named director of
health services for Preferred
Health Professionals, an Overland
Park, Kan.-based managed care
organization. Also at PHP, Rob-
erta Suenram named director of

HMO/EPO product management.

Insurers

Jim McDonough, international
director of Guardian Royal Ex-
change P.L.C., London, will retire
May 31. Group Chief Executive

Comings & Goings: Industry

John Robbins will assume the du-
ties of coordinating the insurer's
major overseas divisions, inelud-
ing GRE Insurance Group in New
York.

Charles LeDoyen named to the
new post of president of Tran-
samerica Life Cos.' structured set-
tlements division in Los Angeles.

Tim Mooney named executive
vp and managing director of C.E.
Heath Compensation & Liability
Insurance Co. in San Francisco.

Thomas G. Brown, president
and chief executive officer of
Duncanson & Holt Group, a sub-
sidiary of UNUM Corp., has been
named to the additional post of
executive vp of UNUM Corp. in

Portland, Maine.

Also at UNUM, Robert VW.
Crispin, formerly vice chairman
and chief investrnent officer of
The Travelers Insurance Cos.,
named executive vp.

Debra Bowles named vp-change
management of Blue Shield of
California in San Francisco.

Pacific Mutual Life Insurance
Co. in Newport Beach, Calif.,
made several announcements:
Glenn S. Schafer named presi-
dent, filling a spot vacant since
1989; Larry J. Card named execu-
tive vp-securities; Daryle G.
Johnson named executive vp-pen-
sion investments; Michael S. Robb
named executive vp-real estate

chief executive

investments; Raymond J. Lee
named senior vp-portfolio man-
agement; John E. Milberg named
senior vp-marketing, pension in-
vestments; and John D. Murray
named senior vp-financial, pen-
sion investments.

Jan Rose named vp-corporate
information systems at Guaranty
National Insurance Co. in Engle-
wood, Colo.

Steven M. Rosenbloom named
senior vp-chief investment officer
at Florida Physicians Insurance
Co. in Jacksonville. Previously,
Mr. Rosenbloom was first vp-in-
vestments at Merrill Lynch.

Frederick O. Shafer named se-
nior vp and chief underwriting of-
ficer of North American Co. for
Life & Health Insurance in Chi-

cago.
Ronald D. Wade named execu-

tive vp and chief operating officer
of Ohio Hospital Insurance Co. in
Columbus.

Kermit C. Smith named execu-
tive vp-insurance operations for
the Atlantic Mutual Cos. in New
York.

Joseph W. Jacobs named in-
terim chief executive officer of the
Gulf Atlantic Insurance Group in
Tallahassee, Fla., succeeding Rob-
ert L. Atkins, who died of a heart
attack in October.

V. Stanley Benfell is resigning
as president of Security Life of
Denver Insurance Co. due to
health problems. Bob St. Jacques,
CEO of Internationale Nederlan-
den Group, the parent company,
is assuming his duties until a re-
placement is made.

Rod Ayer named vp-casualty
underwriter in the brokerage ca-
sualty and umbrella department
at Investors Insurance Holding

Corp. in Red Bank, N.J. In’
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pates policies to renew as expiring.

Mr. Riley said he is concerned
about the financial security of the
companies that are writing earth-
quake coverage in the United
States. "l don't believe anyone is
performing the due diligence to
know whether companies writing
this coverage can pay. A look at
their surplus leaves me unsure."

Nevertheless, Dun & Bradstreet
did place some coverage with these
insurers.

"You have to go layer by layer,
and although we have high stan-
dards, we can't get anyone to take
all our coverage," he said.

Gillette Co. faced a similar prob-
lem, said Tom Welgoss, manager of
corporate insurance with the Bos-
ton-based manufacturer.

Prior to Jan. 1, Allendale Mutual

Insurance Co. wrote property and
some earthquake, with Royal In-
surance Co. writing any of
Gillette's outstanding earthquake
coverage on a difference-in-condi-
tions basis.

"This year, (both insurers) gave
us all the capacity they could and
we had to fill our requirements
elsewhere. We had to go to several
markets,"” Mr. Welgoss said. The
result was about a 10% premium

increase and substantial increases
to Gillette's retention level on its
global property program, "with all
of the increase due directly to
earthquake rates. But 10% overall
isn't bad. If it would have just been
California on its own, it would
have been much worse.”
Earthquake and other catastro-
phe coverages were also the stick-
ing points for Lori M. Jorgensen,
assistant vp-risk management with
McCaw Cellular Communications

Inc., a Kirkland, Wash.-based com-

pany bought by AT&T Corp. last
yvear.

Ms. Jorgensen said the compa-
ny's recent property renewal was
tougher than expected, especially
considering that most of the firm's
property is rated as highly pro-

tected risks.

"l think the trouble companies
like The Home and CIGNA are
having with their ratings is con-
stricting the market and making it
tougher for us as risk managers to
get favorable terms. Also, we have
significant property exposures in
Florida and California, which the
underwriters feel are susceptible to
windstorm and earthquake catas-
trophes," she explained.

Nevertheless. McCaw Cellular
secured property coverage from
The St. Paul Cos. Inc. and Aetna
Casualty & Surety Co. "We got the
limits we were looking for, but we
paid a price that was a little higher
than we had hoped. | guess that's
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the price you pay these days for the
comfort of being with a secure car-
rier," Ms. Jorgensen said.

Long-term relationships with in-
surers helped Monsanto Co. have
its first favorable global property
renewal in three years on Nov. 1,
said Don Spurlock, manager of
risk financing for the St. Louis-
based diversified manufacturer.

The global property market had
been difficult for a few years for
certain classes of business that
cover portions of Monsanto's risk,
including chemical and pharma-
ceutical manufacturing.

"It is still a difficult market, but
we've seen the worst of it, barring
a major natural disaster,” Mr.
Spurlock said. "Our costs were
down a little bit, as opposed to go-
ing up rather dramatically in the
prior two years."

He attributes the improvement to
developing long-term relationships

with insurers.

Changing technologies present
risks which are harder to identify,

quantify and control. For over 100

years, Protection Mutual has sup-

ported extensive research aimed

at controlling loss. Tbday, full-scale

fire testing is performed at one of
the world's largest laboratories for
the study of simulated fire situations.

Protecting the assets of a business
not only requires the application

of HPR standards, but on-going
research into changing fire protec-

tion requirements.

Protection Mutual translates the

knowledge gained through the
extensive research and testing per-
formed by the Factory Mutual

Engineering & Research Corpo-

ration into practical loss prevention
advice for business. This expertise
combined with carefully designed

insurance coverage protects many

of the world's leading organizations.

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

"There is a higher comfort level
on the part of insurers with Mon-
santo,” Mr. Spurlock said. That fa-
miliarity also allowed Monsanto to
obtain broader property coverage.

"For the first time | can remem-
ben it's truly a global program,” he
said. "There's not an element of the
program that applies to U.S. only.
It's truly, 100% global. Key insur-
ers were willing to increase the ca-
pacity they commit to the pro-
gram.”

Mr. Spurlock is prepared for a
more hostile market when he for-
ays into the California earthquake
market later this year. Presently,
Monsanto has little exposure in
California, but in the first quarter
of 1995 the company is expected to
complete its acquisition of Kelco, a
San Diego chemical division of
Merck & Co. Inc.

Nestle U.S.A. Inc.'s only experi-
ence with market tightening during
January renewals was for non-
owned aviation, a minor coverage
for Nestle.

"I've heard some carriers are
looking for a 25% increase across
the board," said Pam Rogers, direc-
tor of corporate risk for the Glen-
dale, Calif.-based company.
"Whether or not they're getting it
is another issue.”

"We're seeing some hardening in
lines like aviation liability, hydro-
electric coverages and marine,"
said Robert Patzelt, risk manager
with Scotia Investments Ltd. in
Bedford, Nova Scotia. "That's
about the only place where the in-
surers will get you, and that's be-
cause their reinsurers are driving
the costs up."

In virtually all other lines of
business, risk managers reported
flat to slightly declining rates.

David Mair, risk manager with
the United States Olympic Com-
mittee in Colorado Springs, Colo.,
said the association's general and
excess liability programs came up
for renewal Jan. 1, and both pro-
grams renewed at flat rates.

"We're a pretty standard general
liability risk and the excess pro-
gram is your basic low-layer pro-
gram excess of $1 million pri-
mary," Mr. Mair said. "It indicates
that it's still a buyer's market with
lots of capacity and plenty of carri-
ers willing to write good risks."

For primary and excess casualty,
the market was "pretty steady,”
agreed Nestle's Ms. Rogers. "There
was a little price reduction but
nothing significant.”

She was told to expect an in-
crease for crime coverage but actu-
ally experienced a slight decrease.
She also reports some softening in
the market for excess workers
compensation coverage above a
self-insured retention.

The casualty market is "buyer
friendly,” said Lynn A. Gaughan,
director of risk management with
Reebok International Ltd. in
Stoughton, Mass.

Reebok's global primary general

which is written by Allianz A.G.
Holding, is slated for renewal very

"Anyone can get a policy based
on price, but getting a good, secure
carrier dedicated to service is what
we're looking for," she said. "I'd
gladly pay a little more for service,
and that's why we want to keep Al-
lianz. The casualty market has
reached the point where getting a
good price is much easier than
finding a good market."

Scotia Investment's Mr. Patzelt
echoed the idea that risk managers
can negotiate around the moderate
rate increases that insurers have
been seeking for casualty risks.

"We tell them that times are
tough and that no increases will be
accepted. And, if your program

Continued on next page
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isn't already real lean, you proba-
bly have one last opportunity to
extract some favorable adjust-
ments.”

For McCaw Cellular, liability
was "no problem,"” Ms. Jorgensen
said. "It was very easy, almost a
non-event. Our renewal price was
up a little but only because our
exposure base increased. The rat-
ing structure was unchanged.”

Gillette's liability program was
also unchanged. It did get more
favorable pricing on the first $25
million layer of its umbrella pol-
icy because it shopped the ac-

count.

"Basic umbrella business is still

benefiting from a soft market. We
got about a 40% decrease, but we
were probably overpaying a little
before," Mr. Welgoss said.

Texas Instruments Inc. renewed
primary and excess casualty on
Jan. 1.

Tom Henderson, corporate risk
manager, found the market "very
agreeable."

"Everything | did came in as ex-
piring or less,"” he said. "By and
large, the market is fairly soft. |
did not see any aggressive pricing
up or down. No one wanted to
slash or charge an arm and a leg."

Where Dallas-based TlI's overall
cost of risk did increase, it was
due to an increase in insurable
values, not rates, Mr. Henderson

said.

Experience led to a rate in-
crease and restricted terms for the
U.S. Olympic Committee's direc-
tors and officers liability pro-
gram.

"Our organization is very dif-
ferent and the number of insurers
that turned us away makes me be-
lieve that we're a unique risk
that's not indicative of what's go-
ing on with D&O," Mr. Mair said.

Ms. Gaughan renewed Reebok's
D&O0 policy late last year and
found the market to be "very com-
petitive. We bought higher limits
this year for only a little bit more
money than we paid a year ago."

Robert Alkire, risk manager and
assistant treasurer with 21 Inter-
national Holdings Inc., a con-
glomerate based in Saddle Brook,
N.J., said his only recent renewal
was on the D&O policy for its
Foamex L.P. operating unit,
which makes polyurethane foam
products. He said 21 International
obtained favorable terms on that
unit's 1995 D&O program because
its broker was able to persuade
National Union Fire Insurance
Co. of Pittsburgh, Pa., to write a
six-month policy for the company
based on only five month's worth
of premium.

"It was a good deal for us be-
cause it was a rollover policy and
it allows the operating unit to
come up for renewal at the same
time the holding company does,"”
Mr. Alkire explained.

The good news continues for
workers compensation, where
many risk managers report favor-
able renewals after several years
of skyrocketing rates.

While "it's premature to say the
crisis is over," workers comp costs
will remain about the same for
Hazar Inc., a San Francisco-based
employee leasing firm, said Rob-
ert Nio, vp-risk management.

Hazar renewed its nationwide
workers comp policy with Na-
tional Union Fire Insurance Co. of
Pittsburgh, Pa., on Nov. 15, 1994.

Hazar's loss-incurred program
covers 20,000 employees in 400
classifications, from garment and
clerical workers to trucking and
heavy manufacturing. Because the
number of employees varies, pre-

mium will be based on quarterly
payroll audits.

Mr. Nio considered other insur-
ers but found that with National
Union, "We receive good service
and the cost is still very competi-
tive with the rest of the industry.”

Reebok's workers comp insur-
ance program came up for re-
newal on Jan. 1. Although the
sportswear company self-insures
its workers comp exposure in
Massachusetts and operates na-
tionwide on a large-deductible,
payroll-based plan, Reebok was
able to secure lower rates from its
insurers on the fixed-cost portion
of the program, Ms. Gaughan
said.

She also considered purchasing
employment practices liability in-
surance but said the product is too
new and there isn't enough his-
tory behind it to warrant buying it
at this point.

"We looked at it briefly and my

'If there's any tightening
of capacity, | haven't

seen it,' David Mair says
of the property/casualty

market.

gut reaction was that it's over-
priced and not many employers
are buying it. I'm waiting for some
history to develop. | want to see if
carriers pay on the claims or not.
These losses aren't cut and dried
like a property loss,” Ms.
Gaughan said.

Risk managers predict little
change in the market in 1995 in
the United States and in Canada.

Canadian risk managers are
seeing good capacity from their
insurers, Scotia Investments' Mr.

Patzelt said.

"The whole North American
market is pretty healthy. | don't
distinguish Canada and the
United States as different. It's all
the same to me.”

He said property coverages are
renewing "on par, depending on
how bad they want you. Other-
wise, it's experience that deter-
mines renewal pricing."”

Mr. Patzelt said he moved
Scotia Investments' coverage from
Lloyd's of London in the late
1980s.

"I'm sure they'd take us back,
but they're in a world of hurt and
we wouldn't want to go back.
Pricing is high in order to make
up for past losses and that three-
year reporting remains a pain," he
said.

In general, the USOC's Mr. Mair
sized up the commercial proper-
ty/casualty market as continually

soft.

"If there's any tightening of ca-

pacity, | haven't seen it. | was in
regular communication with all of
our carriers while budgeting for
1995 and they said there is noth-
ing to indicate that the market
will change. Hopefully, they're

straight-shooters," Mr. Mair com-
mented.

Mr. Alkire of 21 International
Holdings sees 1995 shaping up
very similarly to last year.

"The word I'm getting is that
there's so much capital out there
that things won't change. But
property could continue to be
tougher. We renewed property for
our 85 locations in 23 states in Oc-
tober at about a 20% increase,
and that was driven by earth-
quake coverage on our West Coast
properties.

"I think this will continue be-
cause my gut feeling is that an 8.5
quake would cause more damage"
than the industry could insure, he
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JUST WHEN HIGH COMP LOSS COSTS

LOOK WHO'S ARRIVED!
NEW POWER OVER YOUR LOSS COSTS ISJU A

Kemper's New Risk Management System Turns Your Data into Dollars

Working with our clients and their brokers, Kemper National has developed a
breakthrough data base system that gives risk managers and their brokers
the power to better control workers comp and liability loss costs.

The New KRMSystem Helps:

« Uncover hidden loss cause patterns

« Spot cost drivers, track loss trends and identify potential savings
using customized, detailed reports that can focus companywide,

location by location, claim byclaim, or bill by bill

» Identif>. analyze, and minimize accidentand injury risks
* Fix responsibility for implementing cost saving recommendations
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Reinsurance market not yet firming up

By JUDY GREENWALD

One reinsurance intermediary

says there is a way he can tell the

reinsurance market continues to

soften-at meals it's the reinsurers
who are picking up the tab.

T"That's a

sure sign,”

says Albert P.

Amato, senior

vp at C._ L.
Frates Rein-

Reinsurer

surance Inter-

mediary Inc. in
Stamford,
- f,2 ,44 Conn.

report

Mak 4

Anyone who
expected any dramatic new trends
to emerge during the January rein-
surance renewals was likely to be
disappointed, as the market con-

Aside from some possible consolidation, another steady year is expected

tinues on much the same course of
1994.

"It doesn't sound like there's a
lot of big moves as far as changes
go," said Dan Eudy, executive vp
with Hartford Re Co. in Hartford,
Conn. "It's a continuation in prop-
erty of a fairly stable market and
in casualty of a fairly competitive
market.”

There is even some softening of
rates in the property catastrophe
area for regional insurers with no
major catastrophe exposure. Such
insurers are enjoying rate de-
creases of about 10% or more on
property catastrophe reinsurance.

Assuming there are no catastro-
phes-natural or otherwise-in
1995, the reinsurance market is

expected to remain relatively un-
changed this year.

"Barring any kind of cataclys-
mic event or some dramatic rever-
sal of customary laws on the casu-
alty side, | think it'11 be a pretty
undramatic year," said Wallace E.
Winter, chairman and CEO of In-
tere Intermediaries Inc., who is
based in Chicago.

But, not everyone sees a good
year ahead for reinsurers.

"l think it's going to be a pretty
ugly year on the underwriting
side," said Steven Bolland, execu-
tive vp at reinsurance intermedi-
ary Gill & Roeser Inc. in New
York. "l would imagine we're go-
ing to see the overall combined ra-
tio of the industry going up a few

HAD YOU SURROUNDED

CLICK AWAY.

points this year. This might mean
more consolidation. A couple of
more reinsurers might exit the
business. There is, | would say,
definitely, some overcapacity in
the market.”

Reinsurers will pay more atten-
tion to the risks of insurers' indi-
vidual programs, predicted John
N. Gilbert Jr., president of the
Holborn Agency in New York.
"Absent any major catastrophe
loss activity, we see a further will-
ingness on the part of reinsurers to
recognize the merits of the indi-
vidual program and act accord-
ingly. We do not expect to see ma-
jor rate reductions, but we do ex-

pect to see further reductions
where warranted.”

KRMSysternM is unique because it integrates financial, claim and managed
care information into one easily accessible data base.

Using this breakthrough system, you and your broker work with ourteam of
specialists in claim, loss control, medical cost containment, and medical

managementto help minimize workers comp and liability loss

costs. Kemper teams are customer focused, responsive, and easy to do business with.

Our clients have seen the KRMSystemsM, have worked « | |

with it, and helped develop it.They say it's the ultimate
analytical tool and years ahead of anything else on the market. 1empeR InSURance
Mostimportantl¥ they say it works for them.

Ask your broker to let us show you the power of the

a

KRMSystemSM or call us at 1-800-KRM-SSOS.

naTlonalL

companies
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FOLLOW THE LEADER.

Meanwhile, reinsurers say there
has been a continuing emphasis on
the quality of the reinsurance this

renewal season.

"l think we're seeing more busi-
ness and | would have to attribute
that principally to our rising stat-
ure in the business," said Steven
H. Newman, chairman, president
and CEO of Underwriters Reinsur-
ance Co. in Woodland Hills, Calif.,
which has just received a $100
million capital infusion from its
parent, URC Holdings Corp.

The reinsurance business over-
all, though, is still a struggle, say
some observers.

"It seems most people are fight-
ing very hard to maintain what
they've got," said John Lombardo,
president and CEO of New York-
based Munich American Reinsur-
ance Co. "Competition is very,
very strong out there. There's not

much market hardening, at least
as far as what we can see.”

"l think it's more a continuation
of what has been happening in the
last six months," said Nit Jain,
president of the reinsurance divi-
sion of Berkshire Hathaway Inc. in
Stamford, Conn. "It's a pretty dull
renewal, quite honestly."

"We aren't seeing what | would
interpret as any particular firming
in prices other than those lines
that are obviously catastrophe-
prone or have unique exposure,
such as heavy wind or earth-
quake," said Tom Case, president
and CEO of Frankona America
Cos. in Kansas City, Mo., which
operates Frankona America Rein-
surance Corp.

But, Chris L. Walker, chairman
and CEO of Minneapolis-based in-
termediary E.W. Blanch Co., said
the renewal season "went very
well from our perspective. There's
plenty of capacity" for insurance
programs that have a handle on
their exposures, he said.

One area that continues to see
rate declines at renewal are catas-
trophe reinsurance lines.

"The cat lines have definitely
shown almost an across-the-board
reduction in rates,"” said Gill &
Roeser's Mr. Bolland. Depending
on the area and the coverage in-
volved, this can be anywhere from
a 5% to a 25% reduction, he said.

"l would say reinsurers are key-
ing in on their target zones, which
would be California and East
Coast U.S.A., and those are the
ones that are getting the smaller
rate reductions, if any reductions
at all,”"” he said.

Those risks affected by the
Northridge earthquake, though,
might see rate increases, he added.
But, "away from the key zones,
there's pressure on rates and con-
ditions, pretty much globally."

"Certainly on a strong loss-free
program, for companies that don't
have Florida or East Coast wind-
storm exposures or California
earthquake exposures, some rate
relief in the neighborhood of

eral, | think," said Intere's Mr.
Winter.

"Everyone seems to want the re-
gional (insurance) companies, but
obviously that's difficult too be-
cause there aren't that many and
the ones that are, aren't buying the
large programs. They're coveted,
but people aren't giving the busi-
ness away, either," he said.

The biggest decreases are for
Midwest insurance cbmpanies that

cane losses. Those rate decreases
-in many de-
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served by their excellent experi-
ence," said Larry Doyle, CEO of
Global Capital Reinsurance Ltd., a
Bermuda catastrophe reinsurer.
Mr. Doyle said rates are down
about 8% in the United States,
with decreases of up to 15% in the
more competitive international
market.

Bermuda's catastrophe reinsur-
ance capacity, of course, has been
a major factor.

"Bermuda is a big difference in
the equation this year,”" said Mr.
Bolland. "Basically, they are now
writing a tremendous amount of
business and this is adding capac-
ity to the world market, so it's
bringing the rates down almost
across the board.”

"If you're creating a new layer,
especially a new top layer, Ber-
muda will be the place to go as
long as you're pure property," said
David Forrest, executive vp at the
U.S. branch of Abeille Reassur-
ances in New York.

But, he added that once casualty
exposures are put into the layers,
most of the Bermuda markets will
not consider the business.

Indeed, some observers say the
Bermuda market has not been
overly aggressive in pursuing busi-
ness.

WWhile its reinsurers have had a

significant impact because of the

additional capacity provided, they
"did not significantly impact the
rating either way," said Philip W.
Mitchell, managing director and
CEO of Towers Perrin Reinsurance
in Philadelphia. "They seem to be
in sync with the rest of the market
with respect to rating.”

Bermuda provided "an array of
quotations that were not too dis-
similar from other leading world-
wide markets," agreed John P.
Woods, president of reinsurance
intermediary John P. Woods Co.
Inc. in New York.

"l see them offering significant
large capacity. | don't see them ag-
gressively driving prices down,"
said Bill Munson, president and
CEO of Mercantile & General Re-
insurance Co. in Morristown, N.J.

Bermuda is acting with "a lot
more discipline than | would have
envisioned when | heard of all the
capacity going into Bermuda,"”
said Frankona Re's Mr. Case. "Il
don't see reckless use of capacity
or pricing."”

Underwriters Re's Mr. Newman
said, though, that catastrophe re-
insurance risks continue to be
oversubscribed. "We started to see
a lot of oversubscription early on"
and by the end of the renewal sea-
son "brokers were reporting heavy
oversubscriptions.”

However, "l partly think that
some of it's caused not by pure
market activity,"” he said, explain-
ing that some reinsurance buyers
that want 20% on line are asking

Expert Analysis

Superior Adminis*ration Services

Coshee€”ive Problem Solving

Professional Slaff Developmenl

for 30% in the hopes of winding
up with the 20% they actually
want.

"There are covers that were
struggling to get done at this time
last year that are now being over-

placed, even in areas such as
Texas and other windstorm ar-

eas," said Abeille Re's Mr. Forrest.

One particular program that has
been getting a "fair amount of at-
tention” in the catastrophe rein-
surance market involved a ceding
company attempting to lock in a
two-year program, said Mr. For-
rest.

He said he also has seen one par-
ticularly large catastrophe treaty
this year with a large U.S. expo-
sure that was including liability
coverage with the property cover-
age.

There has been some restructur-
ing of catastrophe reinsurance
business, as well.

Many insurance companies, par-
ticularly national companies, are
increasing their retentions, then
using :he money saved to buy
higher layers of coverage, said
Paul Ingrey, president of F&G Re
Inc. in Morristown, N.J., a USF&G
Corp. unit.

"That's a process forced upon
the cedants after (Hurricane) An-
drew,"” said Michael A. Butt,
chairman and CEO of Mid Ocean
Reinsurance Co. Ltd. "It is a per-
fectly proper adjustment.”

In addition, some of the five-
layer cat programs are "now being
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consolidated so we have these

large cat programs that seem to be
resurfacing again,”" added Mr. For-
rest.

Even taking such restructuring
into account, though, "the overall
cost to the clients has gone down
this year," he said.

Despite the increased property
catastrophe reinsurance capacity,
there is "still a finite limit to what
is available in the marketplace,”
observed Intere's Mr. Winter.

About $275 million to $300 mil-
lion of coverage is available "if
you want to limit yourself to the
really strong reinsurers, so if
you're looking for $400 million or
something like that, you're really
going to have to go to somewhere
other than the traditional property
cat covers," he said. These other
sourBes could include some kind of
financial reinsurance, "and those
are only limited by one's imagina-
tion and the regulators' concerns, |
guess."

Some observers believe the cat

market can expect more signifi-
cant rate reductions in the future.
"It appears to me that there was a
pent-up desire to secure more ca-
pacity once pricing stabilized. . .so
I think this period there wasn't
any type of significant price dete-
rioration,” said M&G Re's Mr.
Munson. If the loss experience
stays good, though, there likely
could be attacks on the rates, he
added.

"If there aren't many industry
losses, there certainly would be
more pressure next year, assuming
capital and capacity stays in
place," agreed Global Capital's
Mr. Doyle.

Meanwhile, there has been little
major change in non-cat property
reinsurance business.

Non-catastrophe property busi-
ness is essentially renewing as is,
though "there may be a little bit
more of an occurrence limit," said
Paul R. Davies, chairman and CEO
of Chicago-based Aon Reinsurance
Agency Inc.

"l don't see much change at all,’
said Mr. Winter. "There's contin-
ued heavy competition for all but
what we would call working-layer
property risk programs, and for
any property proportional busi-
ness that's out there, there's a lot
of competition for it, but in most
instances it's being used to lever-
age larger cat lines where it can
be."

Meanwhile, casualty reinsurance
is "still very, very competitive,"
said John W. Smithson, chairman,
president and CEO of EVIA Rein-
surance Corp. in Philadelphia.
"There's a lot of capacity in the
marketplace for casualty reinsur-
ance," he added. "The buyers are
in a position of getting very favor-
able rates and terms overall, so
there's really no change in the ca-
sualty market."

At the same time, there have not
been any dramatic rate cuts, ob-
servers note.

"l think they're pretty stable,”
Mr. Winter said of casualty rein-
surance rates. "There's still com-
petition in the low-layer, working
casualty programs, but for most of
the higher layers and the clash
covers, the rates aren't necessarily
dropping, but they're soft. They're
not going up at all."

"They're staying soft, and that
means that, depending on the
cover, being negotiated downward
if possible, but casualty depends
more on experience, really, more
than anything else," said Aon Re's
Mr. Davies said.

"Rates did not go down so much
as terms liberalized,"” said C.L
Frates' Mr. Amato. "It was easier
to deal with reinsurers. They were
more receptive to ideas, less likely
to balk at things." =
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Casualty lines competition lowering rates

Surplus lines underwriters vying with

By DAVE LENCKUS

Phone calls that wholesale bro-
ker Crump Insurance Services Inc.
had expected from several risk
managers with year-end renewals
still hadn't come in by Dec. 15.

But, on Dec.
30, Dallas-
based Crump
was jamming
the phone lines
with calls to

Surplus
lines

markets to
pull together
programs for
many of those
risk managers,

2 report

whorm a
Crump executive suspects were
shopping their programs around
until the last minute.

Other, though not all, surplus
lines brokers and insurers re-
ported similarly hectic days dur-
ing the year-end renewal season,
which is not the busiest renewal
season of the year for most of
them.

In retrospect, the extended win-
dow-shopping trip by risk manag-
ers-especially those with casualty
risks-is not surprising, said Mar-
cus Payne, president and chief op-
erating officer of Crump, the larg-
est unit of holding company Price
Forbes North America.

Standard and surplus lines un-
derwriters during year-end renew-
als were falling over themselves to
write casualty risks, often cutting
rates by 10% or more. Some sur-
plus market executives said admit-
ted markets were slashing rates by
as much as 25%.

"Prices have gotten as low as
they ought to be, compared to the
exposure out there," said Paul Ge-
necki, a senior vp with The Schin-
nerer Group Inc. of Chevy Chase,

Md., the underwriting manager
unit of Marsh & MelLennan Cos.

Inc.

AnNnd while rates for some risks
aren't improving, coverage is ex-
panding.

On the property side, risk man-

4gers-especially those with
*arthquake and windstorm
risks-have little to cheer about.
Rates for non-catastrophe expo-
sures at best are flat, and some
market executives report rates are
spiking.

Meanwhile, surplus lines execu-
tives foresee a shot at more busi-
ness because of some admitted

market turmoil.

They also expect smoother legis-
Ihtive and regulatory roads ahead
because of the Republican victory
in the Nov. 8, 1994, elections.

The admitted market continues
to compete with the surplus lines
market for casualty risks-some-
times with surprising resolve.

"The standard market is writing
risks we thought would come to
us,"” particularly excess liability
business, Crump's Mr. Payne said.
"l thought most of that was over."

Surplus lines market executives
agree that casualty rate increases
are a rarity, but there is some dis-
agreement over how good the news
is for insurance buyers.

For example, Kevin H. Kelley,
president of Boston-based Lexing-
ton Insurance Co., the largest U.S.
surplus lines insurer, said rates are
"pretty flat.”

"l would characterize the mar-
ket as having attained a steady
state," agreed Seth D. Freudberg,
president and chief executive offi-
cer of United National Insurance
Co. of Bala Cynwyd, Pa.

But, some executives believe the

market is better than that for risk

managers.

"It's tough to increase pricing
and tough to hold pricing," ob-
served Tom Mulligan, senior vp-
underwriting and marketing for
Western World Insurance Co. of
Ramsey, N.J.

Warren S. Stanley, president
and CEO of Los Angeles-based
Swett & Crawford Group, the na-
tion's largest wholesale broker, de-
scribed the market as "frag-
mented.”

With certain exceptions, "it gen-
erally remains competitive, and in
some cases highly competitive," he
said.

Underwriters are competing
most for excess and product liabil-

admitted market

ity risk-cutting rates in many
cases 10% to 20%, he said.

"The umbrella area is still the
softest product line we have any-
thing to do with,” said Kevin P.
Brooks, chairman and president of
General Star Indemnity Co. of
Stamford, Conn., a unit of General
Re Corp.

Umbrella rates are dropping
probably by as much as 25% for
large risks and 10% for small
risks, he said.

"It's very tough to hang on to re-
newals right now," he added.

"It's like a feeding frenzy" for
the larger risks whose premiums
are at least $100,000, he said. The
umbrella coverage is a profitable
line with low expenses for insurers

since they don't need a large staff
to underwrite risks far removed
from a first-dollar loss, he ex-
plained.

The trend in rates suggests more
good news for risk managers:
Rates were softening more at the
end of the year than at the begin-
ning, Mr. Payne said.

Insurers' competition for busi-
ness extends to coverages like di-
rectors and officers liability and
errors and omissions liability for
buyers that have run non-volatile
businesses for a while and that
have strong balance sheets, said
Mr. Stanley of Swett & Crawford,
a unit of The St. Paul Cos. Inc.

Surprisingly, insurers are chas-
ing even E&O coverage for law-
yer-s, police, public officials, school
boards and insurance agents, Mr.

Brooks said.

Rates for those coverages are
dropping 10%, unjustifiably in
most cases, he said.

Many of the risk managers who
aren't being offered lower rates
are obtaining expanded coverage.

For example, Lexington, a unit
of American International Group
Inc., has developed a patent in-
fringement policy for high-tech
firms (BI, Jan. 2).

Standard exclusions in profes-
sional liability coverage for archi-
tects and engineers are falling by
the wayside as well, said Schin-
nerer's Mr. Genecki.

Schinnerer's market, CNA Fi-
nancial Corp., is dropping exclu-
sions for claims for copyright vio-
lations, patent infringement and

Continued on page 24
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They came together again last fall to raise money to support breast cancer research at

the City of Hope National Medical Center and Beckman Research Institute.

01*V 1 Congratulations toirhe Spirit of Life" Honorte, Phil Engel of the CNA Insurance

Companies, and to the hundreds of organizations that together raised over $570,000

during the 1994 insurance industry campaign...and who made this record-breaking

effort a great success.

rflatyof
Hope

National Medical Center and Beckman Research Institute

Tolicbing tbe Lives of Millions.
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time delays, he said. Schinnerer
has an exclusive underwriting

management agreement with CNA
for this business.

In addition, the "serious impedi-
ments" to coverage for architects
that build as well as design should
be dropping off, at least in file-
and-use states,,sometime this
month, he said.

There are exceptions, though, in
the generally soft casuallty insur-

ance market.

For example, even as coverage

expands under architects and engi-
neers professional liability policies
and claims frequency continues
falling, policyholders in 14 or 15
states can expect single-digit rate
hikes due to loss severity problems,
Mr. Genecki said. Architects based
in coastal states and in litigious in-
land states will face those rate
hikes.

But, rates for architects and en-
gineers in three or four states prob-
ably will fall, he said.

Surplus lines insurers also are
pushing up rates for D&O liability
insurance for high-tech firms, es-
pecially those with initial public
offerings of stock, and employment

practices liability insurance.

Although competition is growing
for that business, capacity has not
caught up with demand, Lecing-
ton's Mr. Kelley explained.

In addition, finding liability cov-
erage for home building contrac-
tors in California is tough because
of recent court decisions expanding
contractors’ liability.

Health care facilities, including
outpatient clinics and nursing
homes, also face modest rate hikes
because of their risk for severe
claims and the admitted market's
retreat from that business, Western
World's Mr. Mulligan said.

Mr. Genecki also expects 10% to

12% rate hikes for California real

estate agents' E&O coverage be-
cause of court rulings holding them
liable for failing to discover and
disclose problems with property to
buyers.

The property market continues
to be a tougher market, though not
a bad one, for many buyers.

Swett & Crawford's Mr. Stanley
said there is "not much price move-
ment up or down" for property
rates.

Because rates are so soft, "there
is very little room to move down,"
explained Paul McCain, vp of
Crump Insurance Services of Texas
Inc. Rates are as soft as they have
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been for the past year or two, he
said.

But, Lexington's Mr. Kelley sees
property rates headed up by 15%
to 25%.

In addition, "In order to improve
their margins, underwriters are
having to increase their deduet-
ibles as well as rates," he said.

Mr. Kelley noted that rates are
inching up as well for many inter-
national property risks-both
purely foreign risks or those of do-
mestic companies with overseas
operations-due to shrinking ca-
pacity. The increases vary signifi-
cantly from country to country.
But, in particular, rates are headed
upward in Latin American coun-
tries, he said.

Of course, property risks with
earthquake and windstorm expo-
sures face the toughest renewals.

Risk managers with earthquake
exposures were rocked by rate
hikes of 20% to 100%, market ex-
ecutives said.

"But, that kind of masks the big-
ger story there,” Swett & Craw-
ford's Mr. Stanley observed. "De-
ductibles are up, limits offered are
lower and underwriting require-

ments are much tighter."
Deductibles have climbed to 10%

to 15% of the insured value of the
affected location from 5%, accord-
ing to Clump's Mr. Payne.

Mr. Stanley noted that under-
writing has tightened so much that
"what was insurable lib years ago
in mMany cases today is uninsur-
able.”

Many underwriters already have
reached their aggregate capacity in
certain earthquake zones, Mr.
Payne noted. That capacity is de-
termined continuously, rather than
on a yearly basis, he said.

Windstorm risks, depending on
their location, fared only slightly
better, Mr. Kelley said.

Rate hikes and a lack of capacity
extend as far north as New En-
gland, according to Mr. Freudberg
of United National.

Florida windstorm risks that had
been written by the state's corn-
mereial joint underwriting associa-
tion also are heading up due to a
state appellate court ruling in No-
vember. The court struck down a
Florida Insurance Department or-
der allowing risks to obtain cover-
age from the JUA even when they
have offers of coverage from sur-
plus lines insurers.

Surplus lines insurers are boost-
ing property rates in that area to
the levels they were at before the
JUA took over that business, ac-
cording to Crump's Mr. McCain.

Market executives point to po-
tentially significant factors that
also could bolster non-admitted in-

surers' results despite the ongoing
soft market.

Many executives expect to see
more mergers of admitted insurers
like CNA's planned acquisition of
The Continental Corp (BI, Dec. 12,
1994).

"With any consolidation, you
find business being kicked out by
the acquire,” observed Lexing-
ton's Mr. Kelley. "The surplus lines
industry is in a great position to be

that outlet"” for risk managers who
lose their admitted markets.

Market executives also were

pleased with the Republican vic-
tory in Congress last November
and the ouster of some "anti-indus-
try" state regulators.

Market executives are looking
forward to a better legislative at-
mosphere for reforming Super-
fund, tort and product liability
laws.

And, while they do not expect
the new commissioners to adopt a
pro-industry attitude, they believe
the new regulators will better bal-

ance consumers' and the industry's
needs. =1



—
¢—I—o
-

ur. Calculations
our &nmve S aly

OMe Seem Suree %éwo ecats ol n e U9, Thats o b expected
:

I
s @*@*5@@@?%%

N
ety i 595?%551
i b U R
o SJ‘SE'R?@E*J%"E?;Q Vgeanerry 0%|Héea%g 0 mlce) S0 ISUIANG andreSUranc needs

a6+6% 394, (~1+8=20

n—

SSSSS
. SCOR REINSURANCE COMPANY
------------------



26 / January 16, 1995 Business Insurance

INnsurers

Continued from page 1

ket is "soft and maybe even getting
little softer,"” said Dick Wratten,
president-commercial insurance ser-
vices for CIGNA Property & Casu-
alty Insurance Co. in Philadelphia.
He said that's particularly true of
Midwestem accounts, where prices
for both property and casualty lines
have fallen within the past 90 days.

"The market has been bumping
and rocking along for the past year
and a half | don't see that changing.
It's kind of soft with a slight upward
trend. | think the market firmed
about a year and a half ago and |
think it will stay that way," said Jim
Black, vp and director of operations
for Protection Mutual Insurance Co.
in Park Ridge, IIl.

The commercial property/casualty
market is unchanged, said Robert
Cooney, executive vp-underwriting
operations for X.L. Insurance Co.
Ltd. in Hamilton, Bermuda. "Re-
newal retention is still high and our
rates are. .holding plus or minus 5 %
depending on the individual risk"

With the exception of some catas-
trophe-exposed property risks, rate
movement is pretty sluggish across
the board.

Take liability lines, for instance.

Primary general liability rates, for
example, have increased only mod-
estly, perhaps 5%, said Dave Mc-
Donald, senior vp-corporate under-
writing for Royal Group Inc. in
Charlotte, N.C.

Primary liability rates are actually
falling a bit for Zurich-American In-
surance Group, said Joseph Basta,
president-commercial insurance in
Schaumburg, lll. Decreases are not
in the double-digit range, he said,
but are making it difficult for insur-
ers to stay abreast of loss costs, cur-
rently 6% to 8%, and inflation,
which has been about 3%.

Multiperil and monoline liability
are "extremely competitive.” he
added.

Terry Van Gilder, executive vp
and chief underwriting officer of
Chubb & Son Inc. in Warren, N.J.,
said that, overall, primary liability is
underpriced by as much as 20%,
with rates this year about 5% lower
than last year. He said that such un-
derpricing cannot be sustained for
long.

Lower-layer excess liability pric-
ing remains flat, said Royal's Mr.
McDonald, though there are some
signs of a possible increase ahead for
high-level excess or catastrophe lia-
bility business.

"As some capacity is being used
up for lower-layer umbrella, that
which is left for the higher-hazard
cat coverage.. .would tend to see an
upward tick in price," he said.

X.L.'s Mr. Cooney said chemical,
medical implant, pharmaceutical, oil
and gas, manufacturing and auto in-
dustries could be facing general lia-
bility increases in the not too distant
future, with medical implant makers
facing the biggest increases. But gen-
erally increases will run 5% to 15%,
he said.

Directors and officers liability,
once one of the most volatile liability
Imes, is also quiet, noted Royal's Mr.
McDonald

"The D&O for non-profit is going
to be flat and they'll see some in-
creases in for-profit in the 5%
range," he said.

D&O is "pretty stable,” said
Chubb's Mr. Van Gilder, adding that
rates have dropped only a few points
if at all.

Regarding excess professional lia-
bility insurance, such as that sought
by attorneys and insurers, "rates are
holding reasonably well. There
doesn't seem to be that much change
in the high excess area." said Mr.
Cooney.

the municipal liability area, said Zu-
rich-American's Mr. Basta, who
noted that pricing was "holding
well" On the other hand, the market
for some specialized liability has
tightened, he said. For example,
there's not much capacity for gaming
risks such as riverboat gambling op-
erations, he said.

The surety market is stable in
terms of both rates and participants,
with insurers as a whole looking for
a break-even year, said Chubb's Mr.
Van Gilder. The bankers blanket
bond market, however, has grown
more competitive.

There's even competition for work-
ers compensation casualty business
in California, a state that underwrit-
ers once avoided as much as possi-
ble, said Mr. Basta.

Overall, workers comp rates are
falling in many states due to im-
proved conditions (Bl, Jan. 9).

What action exists in the commer-

cial market appears to be in the

property area.

For all-risk policies that include
property as well as boiler and ma-
chinery, Hartford Steam Boiler In-
spection & Insurance Co. expects
single to low double-digit rate in-
creases, said Michael L Downs, se-
nior vp of the Hartford, Conn.-based

'1 think the market

firmed about a year
and a half ago and |
think it will stay that

way,' says Jim Black.

specialty insurer. In rare cases, such
as those with significant quake or
windstorm exposure, increases could
be as high as 20% to 25%.

But more common increases will

be between 5% to 10% 'or average

or better than average risks, he said.

There will be some firmer pricing
of all-risks coverage for utility com-
panies because of insurance industry
consolidation, Mr. Downs said In
addition, some insurers have with-
drawn from this market because of
adverse experience. Rate hikes will
be 10% to 15% at the upper end, he
said.

Property rates continue "to be all
over the place," said Wolfgang
Friedel, senior vp-marketing of Ark-
wright Mutual Insurance Co. in
Waltham, Mass.

Slight increases are expected in
certain areas, particularly chemical,
pulp and paper and utility compa-
nies. And larger increases are ex-
pected for business with earthquake
and wind exposures, said Mr.
Friedel But for the most part, the
property market remains as competi-
tive as ever.

"Coastal property rates have al-
ready increased because of (1992's

Hurricane) Andrew. | wouldn't an-
ticipate they're going to go up a
whole lot more in '95," said Protec-
tion Mutual's Mr. Black.

California, though, remains a
tougher property market, he added.
"We're seeing major increases in re-
insurance and, in turn, rate increases
for the customer.”

In general, "we are seeing a slight
upward trend and we would expect
to see that continue," said Mr. Black,
stressing that a slight uptick in rates
does not signify an industry turn.

In the highly protected risk area,
some companies that had not written
the business are entering the market,
thus increasing competition and put-

ting downward pressure on rates,
said Mr. Black.

"l don't think non-HPR carriers
can continue to do that, because if
they are not going to provide HPR
engineering they will have losses," he

said.

Continued on nert page

Are you getting the answers before you

If your reinsurer is a little too eager to sell you an
off-the-shelf product, you're probably not getting

the coverage you need.

At American Re, we have a different way of

approaching risk. We start by assigning a

multidisciplined team of specialists to analyze a
client's business from the inside out. We'll call

on experts in treaty, facultative, actuarial,claims
or finite risk. Whatever the mix, they'll work

together to build and deliver a customized
reinsurance program that works for our clients,

not just for us.

Our goal is to serve our clients as a consistent,

strategic partner. To start at the conceptual phase
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Whether property or liability, com-
mercial insurance seems more corn-
petitive in the 1\*dwest than on ei-
ther coast.

Mr. Van Gilder of Chubb attrib-
utes the difference to the relative
lack of catastrophe exposures and
the perception that the Midwest is
less litigious than other regions.

On the Gulf Coast and in earth-
quake-pmne areas, though, Wau-
sau's Mr. Hancock expects to see
property rate increases of 15% to
20%.

He called the increases "fair given
the catastrophe risk. It's possible a
lot of canners were ignoring (the po-
tential for catastrophes), hoping to
get by for a few years."

Some insurers appear to be with-
drawing capacity rather than at-
tempting to raise rates when insur-
ing commercial property in Califor-
nia, he said.

"We're seeing a lot of activity" in

high-excess property coverage, said
X.L.'s Mr. Cooney. He said many
customers are coming to X.L., which
offers properk, insurance limits of
$100 million with a sublimit for
quake losses of 10% of overall limits
(BI, Oct. 18,1993).

The Northridge earthquake has
led underwriters to reconsider how
they go about their business, said
Royal's Mr. Mcl)onald.

"All of us are trying to find ways
to better understand what we have.
Just how much exposure do you re-
ally have? The reinsurers aze de-
manding that information so they
can understand what they have."

Zurich-American's Mr. Basta
agreed that with "reinsurance for
property beorning scarce, it's fore-
ing carriers to become a lot more
conscious of how much business is
being written in catastrophe-prone
areas.”

The impact of the catastrophes has
made underwriters "watch very

REINSURANCE
CONTRACT

OA

ask the questions?

and work together to actualize their vision. To give
them well-conceived products and services that
provide stability regardless of fluctuations in the
market cyole Because in our book, that's

Teyoure not safisfiedwthvthe same old textbook RE-INSURANCECOMPANY

answers, why not start a new chapter with American Re.

carefully what we're underwriting
and also insist that property be bet-
ter engineered, said Mike Mclintym,
senior vp of Allendale Mutual Insur-
ance Co. in Johnstown, R.l. For ex-
ample, Allendale has pushed for bet-
ter bracing of sprinkler systems in
the buildings it insures in quake-
prone areas to prevent ruptures and
flooding, he said. The insurer also
has been recommending that ma-
chinery be braced and bolted down
better.

Concern about natural disasters is
complemented by concern about lia-
bilities that have yet to manifest
themselves in full force.

Wausau's Mr. Hancock foresees
more global settlements with insur-
ers and policyholders jointly paying
for damages from such things as
breast implants, tobacco and asbes-
tos. Some claims may not be legiti-
mate, but still would be paid in the
name of cost efficiency, he said.

Liability insurers are also con-
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cerned about jury awards. "Liberal
juries and jurisdictions (want) to
continue rewarding plaintiffs beyond
said Mr. Hancock. "It
seems like new plaintiff classes aip
emerging every day."

Breast implant problems that

their injuries,"”

started as a minor underwriting con-
cern could have a devastating im-
pact on insurers, said X.L.'s Mr.
Cooney. "l sense there are a lot of
commercial insurers and their rein-
surers who have not come to grips
with the magnitude of the problem,"
he said.

Chubb's Mr. Van Gilder summed
up a major looming liability for the
insurance industry in one word:
"lead." Allegations of lead poisoning
will be a problem where there is
older, inner-city housing because
lead-based paint was used in many
of them, he predicted.

John Donahue, senior vp-business
development and corporate services
at rrr Hartford Group Inc. in Hart-

555 College Road East, Princeton, NJ 08543-5241(609) 243-4200
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ford, Conn., said conservative under-
writ:ing and a close watch on ex-
penses will help insurers to weather
unforeseen catastrophic liability
losses.

"l guess the thing that worries me
about '95 is the things we don't
know about," he said.

Property/casualty insurers are
looking to lawmakers for some gen-
eral relief from known liability expo-

"l think at the federal level Super-
fund is the critical piece of legisla-
said
Royal's Mr. McDonald, who said he
hopes that Congress will reform both

the Superfund law and nation's tort
laws.

tion that needs to be resolved,"

Regarding Superfund, Republicans
"were not exactly world-class sup-
portens of what was put forth last
year. Maybe we were at fault for not
providing a unified position," said
Mr. Donahue.

At the state level, said Mr. Mc-
Donald, "We will continue to see a
positive impact from the states that
have enacted work comp reform.”

Protection Mutual's Mr. Black also
foresees progress on tort reform and
expects a favorable legislative cli-

mate for insurers. "With the recent

elections, | suspect a lot of the pro-
posed legislation (that would have
regulated insurers more tightly) will
cool for a while," he said.

"We think federal liability reform
at last has a chance of passage," said
Wausau's Mr. Hancock. But, he also
predicted that allegations of redlin-
ing will continue to receive a lot of
attention and impact commercial in-
surers as regulators fail to distin-
guish between commercial and per-
sonal lines companies.

Mr. Wratten of CIGNA expissed
some hope that Congress also would
move on federal disaster legislation.
"I think they'll kick it around for a
while," though action on this legisla-
tion might not occur until another
major catastrophe strikes, he said.

There are some challenges facing
the commercial insurance industry,
however, in which the government
can play little role.

"The biggest challenge is to see
that the business returns to the state
where it's profitable," said Mr. Mcln-
tyre of Allendale.

Arkwright's Mr. Friedel pointed to
corporate restructuring. "Continued
restructuring of our customens and
continued shifting of values of expo-
sures will have a significant impact.
Yesterday's way of analyzing expo-
sures is no longer valid," said Mr.
Friedel. "Companies are shifting new
exposures to the insurance industry."

Insurers fomsee the restnicturing
and consolidation that has shaken
corporate America in general con-
tinuing apace among insurers.

As Mr. Friedel put it, "l think
we've only seen the beginning. Eu-
rope has started and we have started
here. That is also in recognition of
the fact that the market is here to
stay "

Most insurance executives do not
regard consolidation as a bad thing.

Consolidation will help stabilize
the industry and improve efficiency,
said Mr. Basta of Zurich-American,
which is playing a role in one of the
more watched examples of consoli-
dation: its parent's attempt to lead
an acquisition of Home Holdings Inc.
(BI, Jan. 9; Jan. 2).

"l think some companies will fal-
ter when their (underwriting) sins of
the past catch up to them," said
X.L.'s Mr. Cooney, adding that will
lead to more consolidation.

'"The marginal performers will not
be able to stay in the game. My
guess is you're going to see the type
of consolidation you've seen in the
last couple of years" continue, said
Protection Mutual's Mr. Black.

New competitors such as banks
and other financial institutions will

Thnntini,pri on 97ort nnriv
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I That's the message out there " never be a boom again," said Wau- what they are paying,"” he added nilla, we're trying to offer vanilla,
n S u re rS "It makes everyone be more hon- sau's Mr Hancock As a result of this trend, Insurers chocolate and strawberry "

est in their underwriting," agreed "l thmk it'S the market of the wary of competing on price are re- In addition, "we're seeing more
Continued from previous page Protection Mutual's Mr Black 2Ist century | think it's t.me for us spending with enhanced services or customers willing to pay for value
be another spur to competition, X L 's Mr Cooney says bond as an Industry to figure it out and special pollcy arrangements They're recognizing service Obvi-
said Chubb's Mr VVan Gilder Like losses will inevitably affect under- live with it If it turns, it's that For example, X L 's 1VIr Cooney ously they want good value for

other executives, Mr Van Gilder writing "You can't go through the much better, but I'm rot counting said, "We're not really lowering their money so you have to deliver
said he views consolidation as a worst bond year since the '305 and On it," said Arkwright's Mr pnees except for very favorable ac- a product When you're down to
positive development that will not expect companies to post some Friedel counts We're selling multiyear pol- the slim margins the Industry IS
eliminate "apparent capacity,” dismal returns,” Mr Cooney said "I think certainly the days of the icies Some buyers are thinking It'S seeing right now, you can't low-
through which weak insurers un- "l think in the medium term the market changing every two or not gomg to go much lower, so ball,"” said Mr Black
derwrite risks at 20% below what market will tighten somewhat | three years, going up or down, maybe now is a good time to lock "We're sitting down with our in-
they should don't know if it will be as dramatic those days are over," said Royal's in multiyear pricing " sureds and developing the plans
Weak investment returns may as in the past or take a certain Mr McDonald More Fortune 500 companies are they want We're eliminating those
have a further firming affect on the shape Rates may not come up dra- The market IS no longer price looking at the three-year deals, he things that have no value to them
commercial insurance market, matically, but if you're comfortable driven, he said Instead, "it's claims said, adding that "tailor-made In the past, | think the HPR 1ndus-
noted several underwriters with your pricing the rates will handhng, it's loss control It's try- loss-sensitive rating”-in which try developed the same products
"When you think of It m the ag- come up to meet you," he said ing to provide a level of service the rates can vary based on expen- for all customers "
gregate, it does place pressure on Many irisurer executives say that insured is now demanding Gener- ence-is provmg attractive Mr Hancock said he is not seeing
rates It has to," said Royal's Mr despite the chance of a tightening ally, insurance buyers are far more Customers generally are not de- customers test the market by ex-
McDonald But, he added that It IS here or there, the days of a regu- astute in buying than they were 10 manding huge rate reductions, but cessively shopping their risks "The
increasing pressure to underwnte larly cychcal market are over, at years ago " they do want value, said Mr Black customers are clearly demanding
honestly and cautiously, rather least for the foreseeable future "My sense is they are far more of Protection Mutual Manu- more for their premium dollar and
than low-ball rates "If we can't get "We're expecting this to be the demanding in terms of what they scripted policies are becoming that is fair (They want) more ser-
the price we think we need to for a market of forever This boom or want for their insurance dollars more prominent, he said "Rather vice, quicker response, | guess
risk we're going to walk away bust cycle we've been through may They want more value added for than trylng to give everyone va- greater insurance value " Ell

' London

Contenued from page 1
Some say buyers get a fairer deal
“ from the newly competitive casu-
alty market
Others argue that Lloyd's and
s — company market underwriters
merely fuel the soft market with
cutthroat competition for the busi-
ness that previously had been writ-
ten by Merrett
Other hability underwriters and
brokers believe, however, that con-
ditions are ripe for a renewed
hardening of the market
For example, one leading Lon-
77777 - don company underwriter said that
) I _t - conditions in the directors and offi-
cers liability market, in particular,
are similar to 1983-1984 and he
predicts rising rates by 1996
\ As expected, the year-end re-
newal season ran late as buyers
il > 1 5 looked long and hard for bargains

4 11 1 «r s in London and elsewhere
- =rr "It was late because of the ex-

> pectations (of the buyer) that the
longer you left It, the better the
7 -. deal you would get,"” said Ronald
Al lles, chairman of Alexander
Howden Group Ltd and semor vp
of Alexander & Alexander Services
Inc "Generally it was a good re-
newal season for the buyer "

"It was a more difficult renewal
't, O season," said James Bogue direc-
a tor of Sedgwick Energy Ltd "Ch-
ents put brokers under a lot of
C% t,.2 .
pressure to achieve what couldn't

be accomplished 12 months ago "
"It's not finished yet," added Be-
f' I If I i 8 mto Pagnanelll, deputy general
v manager of Assicurazioni Generah
o. Vi S p A in Trieste, Italy Year-end
renewals could go on until Feb 1,

he said

The renewal season is "very
late,"” said Stephen Riley, deputy
general manager of Swiss Reinsur-
ance Co (U K ) Ltd "I know we
say this every year, but it has been
true this year that a lot of buying
decisions were left very late "

Mr Riley believes some clients

Just when you thought no one was listening anymore . expected prices to come down
more than they did and were wait-
ing until the last minute in hopes

...along comes First State. We're the anti- you'll find us beaming right in on coverages of finding the price they wanted
dote to all those "non-receivers" who plug of all descriptions. And we think you'lllike "The more cynical underwriter
up their ears whenever they hear the way our local managers are may say that the delay was a delib-

erate ploy by brokers to present

mention of a prObIem that doesn't able to operate in clear air - no underwriters with a fait accompa
conform to the norm, or a chal- fm u static or technical difficulties. Do within, say, two days of the year
lenge that's a step outside the you have an idea that's looking for end,” added Chnstopher Burbidge,
ordinary At the "new" First State, ST ATE a sympathetic ear? Beam us up. f"re°t°r of non-marine underwnt-
ing at Terra Nova Insurance Co

First State Management Group, Inc Ltd "Some appear to have

Pacific Insurance Co , Ltd adopted something of a take-it-or-

Twin City Fire Insurance Co leave-it attitude, whereas two

years ago they were wearing out
Atlanta Boston Burlington, NC Chicago Los Angeles New York San Francisco the knees of their trousers begging

e Ii "
AN ITT Hartford Company orlines

Indeed, on Dee 29, two days be-

Continued on next page



A special editorial section
sent exclusively
to insurers and reinsurers

nsurer Top/cs

Benefiting

from advice

Aiding clients helps insurers, too

By GAVIN SOUTER

relations with customers and re-

duce claims is to help policyhold-
ers avoid losses in the first place.
The more risk managers know
about loss prevention, the less
likely they are to file a daim.

For insurers that ascribe to that belief, distribut-
ing informative materials is oft€n a key part of
their attempts to educate policyholders.

While most insurers stress that face-to-face
meetings with policyholders are the best way to

communicate loss prevention

information, printed material,

computer programs and vid-

sumer  eos on loss prevention also

omer play a key role in helping to
1\IS cut daims, they say.

That information is sup-
plied in numerous ways,
from weighty technical tomes

to low-tech newsletters to videos 6n such topics
as defensive driving.

At its best, the informative material is invalu-
able in helping to prevent losses. At its worst, it is
scarcely worth a look, risk managers say.

The most effective way to control losses is for
loss prevention engineers to meet with policy-
holders, said Ramon Padron, assistant vp in
charge of the engineering department at Aetna
Life & Casualty Co. in Hartford, Conn.

"The educational material we give to policy-
holders is the icing on the cake," te said.

Aetna has an extensive library of loss preven-
tion pamphlets and booklets that are available to
dients, Mr. Padron said.

And much of the information is designed to be
used by line managers, he said.

For example, Aetna supplies ergonomics infor-
mation in a workbook format that can be ap-
plied to different working environments, he said.

"We call it Ergonomics 101 and it contains the

basic principles of ergonomics. It gives examples
and pictures of the right and wrong way to do
things. It has been very successful because it goes
beyond written information and it helps people
through the processes when an engineer is not
available," he said.

Informative material helps insurers encourage
management to take loss control seriously, said
Dean K. Wilson, director of loss prevention train-
ing at Industrial Risk Insurers in Hartford, Conn.

"The most important thing (for highly pro-
tected risks) is a management commitment to ag-
gressive loss control," he said.

Face-to-face training is the best way to cut
losses, but "leave behind materials" also play an
important role ongoing in loss prevention efforts,
Mr. Wilson said.

The principal loss prevention tool that IRI
leaves with its policyholders is a 100-page manu-
al-"Overview: A Total Management Program for
Loss Prevention and Control." Mr. Wilson said,
"It advises management on what it means to
have a commitment to loss prevention.”

The book divides loss prevention concepts into
14 areas: impairments to fire protection systems;
smoking regulations; maintenance; employee
training; new construction; insurance company
recommendations; pre-emergency planning; haz-
ardous materials evaluation; cutting, welding and
other hot work; loss prevention inspection; fire
protection and security surveillance; fire protec-
tion equipment inspection; hazard identification
and evaluation; and proper housekeeping.

After stating a problem, the book provides a
specific action plan that managers can follow.

For example, the section on smoking regula-
tions advises managers to: establish regulations
that indude disciplinary action for violations;
dearly mark 'No smoking zones" and explain
the need for them; establish smoking zones and
proper disposal units for smoking materials; ac-
tively promote smoking regulations; and ensure
that visitors to the building, particularly outside
contractors, are aware of the regulations.

'We recommend that a manager of a facility
create a written policy statement on loss control
and we provide a sample for them to follow,"
Mr. Wilson said.

Other informative material that IRI supplies in-
cludes the quarterly magazine "Sentinel," which
focuses on loss prevention techniques for individ-
ual industries, said Anson C. Smith, IRI's publica-
tions editor.

"We take the highly technical information
from our technical departments and put it into
language that managers can understand," he
said. "By making it readable we get a wider read-
ership, more people can glean information from
it and maybe even enjoy it."

Arkwright Mutual Insurance Co. in Waltham,
Mass., figures that 70% of all losses can be traced
to human error, so it stresses loss prevention
training, said Senior Vp Wolfgang Friedel.

The Factory Mutual system, of which Ark-
wright is a member, put a great emphasis on cus-
tomer education, Mr. Friedel said.

On a combined basis in 1994, the Factory Mu-
tual insurers conducted 134 educational pro-
grams with 2,500 customers and spent about $2
million on policyholder education, he said.

"It sounds like a lot, but all we need to do is
prevent one loss and we can get our money
back," Mr. Friedel said.

One of the informational materials that Ark-
wright supplies isa board game, also available in
a computer format, called "Fire at Mansfield."

The risk manager of a plant goes through the
game making certain loss prevention and control
assumptions. Those decisions detennine if the fa-
cility will bum down or only suffer minor dam-
age, Mr. Friedel said.

"The program can be used by customers them-
selves so it is self4eaching," he said.

Arkwright also publishes numerous brochures
and pamphlets on loss prevention and emer-
gency planning, he said.

Those publications are invaluable in helping

Continued on next page
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Continued from previous page
loss prevention, according to Mr.
Friedel.

"In many cases we can point to ac-
tions that were taken as a result of

our advice which have prevented
multimillion-dollar losses," he said.

For example, one client improved
its fire protection at a facility. Shortly
thereafter, a transformer fire ignited
at the plant but was prevented from
spreading by the improvements, Mr.
Friedel said.

"It could have been a $20 million
loss, but it ended up below the de-
ductible," he said.

Liberty Mutual Insurance Group
targets the information it gives poli-
cyholders, said David F. Melton, vp
and assistant general manager of loss

prevention at the Boston-based in-

surer.

"We have technical bulletins that
deal with specific issues, such as eth-
ylene oxide as an exposure, and we
give them to people after we have sat
down with them and discussed what
they need," he said. Ethylene oxide
is a flammable toxic gas used in cer-
tain industrial processes.

Liberty Mutual also has an exten-
sive video library of its own videog
and videos made by other organiza-
tions, Mr. Melton said.

"They are provided at no charge
and again it is intended that they are
used as part of a full program,” he

said.

But not all of the informational
materials are free.

For example, Liberty Mutual has a
software package, available for less
than $200, called the Liberty Saving

Equation, which helps policyholders
do a cost,benefit analysis of loss pre-
vention methods, Mr. Melton ex-
plained.

The package allows risk managers
to show senior financial managers
how a loss prevention technique
might produce long-term savings, he
said.

For example, the program could
show how the installation of fire
walls and fire doors in a 10,000-
square-foot facility might be expen-
sive but in the event of even a small
loss the cost can be justified, Mr.
Melton said.

Much of the information that in-
surers provide is extremely useful for
loss prevention purposes, said Anton
Kronenburg, chief of insurance for
the city ofJacksonville, Fla.

"The information we get is very
useful. Some of it is so technical that

IT'S ONLY PAPER

| pass it on to our engineers," he
said.

The dty places its property pro-
gram with 1R1, and the insurer has
been very helpful both in terms Of
face to face advice and in providing
informational material for engineers
to keep, Mr. Kronenburg said.

"We are building a new football
stadium (for the National Football
League Jacksonville Jaguars) which
we are having to design and build at
the same time, and they have been
very helpful and cooperative in
terms of helping us with our fire pro-
tection systems," he said.

The direct writers tend to provide
better information, said Dee Shaw
Webster, associate vp at investment
firm A.G. Edwards & Sons Inc. in St.
Inuis.

For example, some of the workers
compensation and fire protection in-

IF YOU BUY THE VWRONG KIND

is company invested in a

portfolio of AAA-rated collateralized mortgage obligations that was
decimated by unexpected interest rate activity. Some CMO tranches represent
outstanding value for the related risk; others are so risky as to be
virtually unmanageable. In pursuit of attractive yields, his company forgot

that reinvestment risk can be just as dangerous as credit risk.

We have the expertise and the tools to help our clients maximize returns
and minimize risk in CMO portfolios.

Please give us a call if you would like more information

on how we can help your company.

Smdder Insurance Asset Management

Investment Management for Insurance Companies

formation supplied by the direct
writers is of extremely high quality,
she said.

But not all insurers provide such
quality material and A.G. Edwards
has had to go to other sources to ob-
tain training material, Ms. Webster
said.

"For example, we use an outside
physical therapist for training on
avoiding back injuries. . . .We would
use our insurers more if they offered
better products," she said.

Many of the training videos that
insurers supply are too broadly based
and outdated, Ms. Webster said.

"Some of the videos on ergonom-
ics or back training that we've re-
ceived from insurers have not been
very helpful in our organization be-
cause they are too broad or too old.
Some of them were made when |

was a kid," she said. lei

Empire faces
tough call
on policy

By MICHAEL SCHACHNER

mpire Blue Cross & Blue
Shield has always main-
tained that its social mis-
sion is to be New York's
health insurer of last re-
sort.

But, with soaring underwriting
losses due to adverse selection, the
insurer faced some hard choices in
living up to its charter, as well as a

- potentially huge

1 consumer rela-

tions problem.

ililasumer \ Empire deter-

18[htomer 1 mined as far back

ImS,InNnNS / as 1991 that mas-

sive underwriting

losses on its first-

dollar, compre-

hensive insurance package would re-

quire it to eventually stop writing
the program.

The program, which was pur-
chased mostly by the state's neediest
and most ill individuals, generated
losses approaching $100 million in
1994.

Empire late last year finally de-
cided it had to make drastic changes
to the money-losing comprehensive
health insurance package, called Tra-
ditional Plus. Empire's management
determined that the financially
strapped insurer, if it was to turn it-
self around, couldn't go on renewing
about 80,000 in-force comprehensive
policies as well as write thousands of
new ones knowing the program
would continue producing losses.

But for cancer patients, hemophili-

acs and those with AIDS who relied

on Empire's product, any changes
meant bad news.

The Empire package, though rela-
tively expensive as health insurance
goes--it most recently cost $232 per
month for individuals and $497 per
month for families-was the only
semi-affordable program on the mar-
ket that covered all medical care and
prescription drugs without restric-
tions on access to care or providers.

For these reasons, it was the only
coverage option for many of its poli-

Sabra 3. Bartlett, Marketing Director cyholders.

Scudder Insurance Asset Management Empire was acutely aware of how
needed its coverage was, having
taken the time to talk frequently
with the various consumer groups
that together form the umbrella
group New Yorkers for Accessible 1
Health Coverage.
As a result of these discussions,
what Empire ultimately decided to
Continued on next page
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do beginning this year was to imple-
ment a stop-sale approach, whereby
no new Traditional Plus policies
would be issued, but existing policy-
holders could renew their coverage.

But, an Empire spokesman ac-
knowledged that had the company
not listened to its consumers, an-
other, harsher course might have
been pursued.

Empire at first wanted to cancel
the entire program due to the losses
and the fact that it had no legal obli-
gation to continue it, the spokes-
man admitted. But, because Empire
representatives had participated in
an ongoing dialogue with advocates
for groups like Cancer Care, the He-
mophilia Assn; ACT-UP and the
Gay Men's Health Crisis, the health
insurer realized how needed this
program was and that to abandon

the program would run counter to
its own social mission.

"We told them about the losses

and we asked for their suggestions.
We think these groups understand
that Empire cannot shoulder the en-
tire burden of insuring the sickest
people," Empire's spokesman said.

He said the groups and Empire
compromised to a certain extent.
Empire insisted that it could not af-
ford to issue new policies but agreed
to renew those that were written
prior to this year.

"This program began as a pilot in
1986, but it became quite apparent
by 1991 that adverse selection was
devastating. One insurer can't do it
all, but we still were the only carrier
offering this type of program. The
special-interest groups understood
our predicament," he said.

Indeed they did, said Susan
Dooha, a policy associate with the
Gay Men's Health Crisis in New
York. However, she added, "their
mission statement says they are the
insurer of last resort and they have
benefited for years from this status."

Ms. Dooha said her group and
others similarly situated stressed this
point to Empire's representatives.
She said the people who purchased
these polides have done everything
within their power to keep up with
escalating premiums, "to the point
of choosing their health coverage
over buying food."

"They told us they'd either cancel
the program or implement a stop-
sale. We felt the latter was the lesser
of two evils,"” Ms. Dooha said. "But |
think it's incumbent upon the

whole industry and the state to real-
ize what the loss of access to this

care will mean. It would mean more
usage of Medicaid and greater
amounts of indigent care being dis-
pensed in hospitals."”

For new coverage applicants who
no longer can purchase the compre-
hensive indemnity coverage offered
under Traditional Plus, Empire is in-
troducing an open-ended managed
care plan.

"Everyone needs to realize that
managed care is the reality we're
dealing with," the Empire spokes-
man said.

But Ms. Dooha said managed care
plans, when sold to individuals, gen-
erally do not include a prescription
drug benefit, which is of utmost im-
portance to the very sick.

"If these HMO plans were ade-
quate in that they don't carry inap-
propriate limitations on usage, they
would be better. But they don't al-
low these people to get to a special-
ist at a fair price or without gate-
keeping. It all says that the big pic-
ture is that the cost of caring for
high-cost consumers must be spread

among all markets, not just one "
she ss=aid o 1 1
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A policy that's easy to read?

By SARA MARLEY

hen Chubb &
Son Inc. devel-
oped its new
package commer-

cial insurance

program, the in-
surer didn't guess what customers
wanted. It asked.

The result is Customarq, an easy-

35.

to-read policy written in plain En-
glish and laid out

A/--) in a logical man-
ner/It's a new ap-

sumer \ proach for the in-
mer j surer to handling

NS / customers' cover-
age needs.
Exclusions

don't come first;
how to file a claim does. Coverage is

Is this a

good

f

time t6(

talk about

the quality

of your

retrocessional

1 —

" program?™ @

broader. For example, coverage for
boiler and machinery, applied tech-
nology and personal property of oth-
ers is automatically included.
"Nobody reads a policy like a
novel, nobody," said David Firsten-
berg, vp and package practice leader
for Chubb & Son in Warren, NJ. He
also served as the Customarq devel-

opment team leader. Policyholders
need a reference source more than

something you read from Page 1."

"We need to figure out what are
the customers' expectations," said
Terry Van Gilder, chief underwriting
officer for Chubb & Son. "We can't
live up to them or surpass them in
every situation, but we want to meet
and exceed them in the maximum
possible instances. Ifs what we have
to strive for.”

Customarq is the result of a four-
year, $7 million investment for
Chubb. Twelve trainers, marketers,
actuaries and underwriters with sig-

Continued on page 28F

The unbelievable loss experience of 1988-1992 was a
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Unfortunately-some Woke up to find themselves hanging in the r
breeze. And when they looked to retrocessional coverage to help

them regain their feet, too often they found inadequate programs
or watched their loss-stunned carriers withdraw from the business.

Introducing Transnational Re

Transnational Re's mission is to bring new capacity to the property,
marine and aviation retrocessional markets-and to make sure

it will be there when you need it. Founded in 1993, Transnational
Re is a new company run by some very old hands: the seasoned
management team of PXRE Reinsurance (formerly Phoenix Re),
which led that company through some of the worst years in the
history of property catastrophe reinsurance and ended up with

a higher Best's rating and six times the capital they started with.
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cumulative coverages for different lines and different perils, and
through the strategic use of loss deductibles. We actively manage
exposure toward a "model" portfolio, backed by systems which

let us closely monitor and control exposure to any given event.

The net result is reasonably-priced retrocessional
coverade that won't leave you hanging.
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Customarq

Continued from page 28C

nificant experience in technical issues
worked on the final training and
launch team.

They asked about 60 producers and
a few dozen risk managers how tkiey
wanted a policy to look.

"Agents and clients said, 'We need
to find it in the insurance policy, and
we need to do it quickly and so it is
easily understood. We want an insur-
ance policy that is not convoluted
and badly laid out,
said. "We heard over and over again
that (policies) are too confusing and
difficult to get around in."

The policy is produced by a laser
printer, so it's easy to read. The use of
exdusionary terms like "but for this"
and "but for that" are kept to a mini-
mum, so it's easy to understand.

The Customarq package carries an
automatic $250,000 blanket limit on
10 specified coverages that were previ-
ously in Chubb's package but under
separate limits. In this way, the client
decides the allocation of its coverage
after a loss occurs. For example, a pol-
icyholder could apply the full limit
on an electronic data processing
equipment loss or earmark a portion
of it for another coverage area such as
valuable papers or fine arts.

The key to Customarq's flexibility

is its modular format. There is a mod-

Mr. Firstenberg

ule for every line of coverage--such
as property, general liability or prod-
uct liability-so customers and their
agents and brokers can build a policy
to meet their specific needs. Terms,
conditions and definitions appear in
the same place in each module.

Due to the repetition of definitions

and other essentials, Customarq poli-
des may actually be somewhat longer
than the package policies they re-
place, formerly known as Quality
Commercial Coverage, or QCC.

"We may have added a couple
sheets of paper, but we gained a
quantum leap in darity," Mr. Firsten-
berg said. "All (the members of the
launch team) felt it was an excellent
trade-off."

"It's a bulkier form, but it's broader
coverage than the old QCC," said
Kathryn Strobl-Missall, assistant vp
with Johnson & Higgins in Seattle.
She singled out the $250,000 "grab-
bag" limit and worldwide transit cov-
erage as signifcant enhancements.

"Things are spelled out a lot
dearer," Ms. Strobl-Missall said. "Ac-
counts receivable is a four-page form
where before it was a paragraph.

There is no question about what's
covered and what's not covered.”

Chubb found that if an insurer is
going to ask customers what they
need, it must be prepared to listen.

When a group of 30 insurance pro-
ducers from throughout the country
gathered at Chubb's Warren, NJ.,
headquarters in 1993 to review the
Customarq policy, they found some
problems, particularly with the defini-
tion of bodily injury. So Chubb de-
layed the product launch to incorpo-
rate their suggestions.

Customarq was introduced
throughout the country beginning in
July 1994 and now has regulatory ap-
pr(wai in nearly all states. At the end
of 1994, $30 million in written pre-
nlium was in Customarq policies,
amounting to a few hundred clients.
About half of those are new business.

"Customarq was built with package
business in mind," Mr. Firstenberg

said. "We will begin converting
monoline property and marine into
the format. It will be one standard ve-
hide for our first-party clients."”

Customarq will be available for fi-
nancial institutions in the first quar-
ter, and monoline property and ma-
rine will be available June 1.

Chubb is in the process of convert-
ing previous package customers into
Customarq at renewal time. The in-
surer has set a goal of 90% renewal
retentions for most parts of the coun-
try, up from Chubb's record of about
85% and higher than many competi-
tors' rates of 75% to 80%, Mr. Firsten-
berg said.

Next, Chubb will work on adapting
Customarq for its monoline casualty
dients.

Consistency of form is another big
advantage of Customarq, he said.

Because it is so flexible, Customarq
also lets Chubb expand what is con-
sidered package business. Tradition-
ally, that was considered to be busi-
ness with at least $5,000 in premium.

"In 1995 and beyond, we want to
reinvigorate applications for smaller
commerdal clients," Mr. Firstenberg
said."We can offer (Customarq) to
virtually any size commercial client.”

Customarqg's modular format also
speeds the insurer's response time in
providing quotes and issuing polides.

Chubb says internal studies indi-
cate that Customarq could reduce the
time necessary to rate and create a
policy by 70%. But, the time devoted
to underwriting assessment has not
been diminished, he stressed.

Chubb is also seeking performance
consistency.

"The mechanics are set up to de-
liver at the same level," he said. "It's

not hit or miss."” 11

Computers help insurers
satisfy clients in a hurry

By ROBERTO CENICEROS

armers Insurance Co. agent

Louise Kwaiter of San Di-

ego figures she's got a tech-

nological edge over agents

seing policies for compet-

ing insurers, but one thing

could speed up her already fast deliv-
ery: a laptop computer.

With a porta-

/1-7 ble laptop com-

puter she could

Isumer \ walk into a pro-

INrhtomer | spective custom-

rETEVIiVIONS / er's office and de-

liver a quote on

the spot. That is

something she

will be able to do soon, once she

purchases one of the newspaper-size

computers.

For now, she collects application
information, drives it back to her of-
fice and works up a quote using her
larger desktop personal computer,
which is connected to the home of-

fice.

She can have the quote within an
hour, much faster than when she
hal to send paper to Farmers.

"Before, we had to send something
to the company and it would take
three or four weeks, depending on
the company's work load," she said.
"You were at the mercy of underwrit-
ers. Now, once we get the loss runs,
we can call the company and get a
ratz within an hour or less, depend-

Business
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ing on how fast | can type."

Farmers recently streamlined the
task by issuing its software that gives
agents guaranteed rates. Before, the
company's agents used an outside
software source that produced rate
estimates that were not guaranteed.

All across the nation, insurers are
rushing to catch up or stay ahead
with technology that speeds the time
it takes to provide customers with
rates, contracts, claims reports and
other information that used to take
weeks to obtain.

Insurers and their customers say
the technology plays a role in cost
containment, and in some cases
makes their relationship resemble a
true partnership.

"This is something that is a hot
growth area and what we are doing
now or will be doing in six months
or a year will change," said Dennis
Anderson, vp and director of engi-
neering for Protection Mutual Insur-
ance Co. in Park Ridge, lll. "We are
going to do more and more."

For the highly protected risk spe-
cialist, safety engineering is an essen-
tial part of service and underwriting.
Some Protection Mutual field engi-
neers now use laptops, while others
take notes they later feed into desk-
top computers.

Either way, reports detailing risks
and risk-improvement areas and
their impact on rates can be deliv-
ered to customers quickly after they

Continued on page 28H
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lgnoring subrogation means lost opportunity

Improved claims investigations can lead to large recoveries

By John J. O'Brien

XCEPT FOR natural

catastrophes,
losses-whether they be
automobile, property damage,
personal injury, construction
claims, workers compensation, fire
damage or product liability-can
be traced totally or partially to
human error or negligence.

It is the business of insurance
companies to compensate their
policyholders or claimants of their
policyholder for these losses.

However, often not enough
attention is paid to how insurance
companies can successfully
recover these losses from negligent
third parties.

If we accept the premise that
accidents don't just happen,
doesn't that mean that there is the
potential for insurance companies
to recover most of the money they
pay out in claims?

Statistics show that some
insurance companies only recover
1% of claims paid. Because of low
recovery rates, management may
mistakenly conclude that there is
little potential for subrogation
recovery.

However, early recognition of
the possibility of a recovery,
quality investigation and a
commitment of talent and money
to subrogation recovery will
increase profits.

After having represented many
insurance companies over the
years in subrogation matters, |
have drawn the following
conclusions:

* Insurance companies that take
subrogation seriously recover
significant percentages of their

claims from insured and uninsured

entities, and this percentage will
increase each year in direct
relationship to the amount of
effort expended.

A large portion of this cash is
recovered from other insurance
companies. If an insurance
company does not take
subrogation seriously, then it
places itself in a situation where it
will be paying out money to other
companies but not taking in any
money.

« The insurance companies that
really excel in subrogation
recoveries have adopted a
philosophy of emphasizing
subrogation at an early stage, and
the claims adjusters they employ
are fully aware of the subrogation
goals.

Claims are adjusted fairly and
promptly but always with
attention paid to whom or what

really is responsible for causing the

loss.

Let's compare the treatment of
the same claim by two different
companies, one with a

subrogation mindset and one
without.

Mr. and Mrs. Smith leave their

house one morning to go to work
and both forget to turn off the
electric coffee maker.

During the day, a fire occurs in
the kitchen area and spreads
throughout the house, causing
$90,000 in damage.

Insurance Company A, without
a subrogation emphasis, would
adjust this claim to its
policyholder's satisfaction and
close the file.

Insurance Company A has spent
$90,000.

Insurance Company B, on the
other hand, employs a
subrogation-oriented claims
adjuster.

The claims adjuster is quickly on
the scene conducting his
investigation with the fire marshal
as well as his home-office liability
people.

They conclude that the likely
origin of the fire was the coffee
pot.

And while they conclude that
the property owners were

negligent in leaving the pot on,
there is evidence of other

causation.

of

The claims adjuster takes the
badly burned coffee pot to an

engineer, who conducts tests and
concludes that the thermostat had

failed and caused heat within the
coffee pot in excess of 1,218
degrees Fahrenheit. This

malfunction was the proximate
cause of the fire.

This information is sent to the
subrogation department of the
Insurance Company B.

Company B immediately puts
the coffee pot manufacturer on
notice.

Through its outside subrogation
attorney, Company B settles with

m M m =1 ——

the manufacturer of the coffee pot
for a compromise amount of
$70,000.

Unfortunately, there are many
Company As and there are
thousands of files sitting in storage
today representing millions of
subrogation dollars that were
never pursued.

In the meantime, the Company
Bs are moving solidly along,
recovering more and more
subrogation dollars each
year-and a large amount of it
from the Company As.

Not only the larger losses but
also the smaller ones can be
recovered through a subrogation

program.

For instance, the cost of
repairing a damaged automobile is
skyrocketing and in almost every
automobile accident the potential
for recovery against the negligent
party exists.

Sophisticated insurance
companies in search of increased
profits in this lackluster economy
would do well to examine their

subrogation positions. i

John J.
O'Brien is an
attorney in
private practice
in West Chester,
Pa. He
specializes in

6 subrogation

matters.
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. . . to the unrelenting scandals that have
Insurers find their logos often add less than expected to image  riguea e vrokerage suvsiary ot
this once rock-solid enterprise," ac-

By SARA MARLEY brand and corporate identity consult- veyed 600 consumers to measure tract customers cording to the survey authors "One

ing firm, the percentage of consum- their attitudes toward 26 corporate Insurers tagged behind other con- can only assume that the company

nsurance consumers may miss ers giving Continental Corp their logos Only participants who were sumer goods and services companies now wishes it had not replaced the
Continental Corp 's presence highest recognition rating dropped aware of the specific brar.d were m- in their public image, sconng on av- onginal name of the brokerage firm,

in the market after its buyout to 11% when shown the minuteman terviewed erage the lowest of the 10 business Bache, with its own "
by CNA Financial Corp, but logo and the company name from One group of 150 consumers first categones m the survey. The logos of three insurers-All-
they won't miss its min- 15% when shown the name alone viewed each company or brand Only 28% of consumers gave in- state, Aetna Casualty & Surety Co
uteman logo The complete logos of most of the name m plain black type, then surers their highest rating, compared and U S Healthcare Inc -ranked
According to the 1994 Logo- seven other insurers included in the ranked it on a five-point scale for with 64% for broadcasting compa- among the five poorest performing

Value Sitrvey conducted by the survey did not fare much better each of four attnbutes nies and 52% for financial services in the survey
Schechter Group, a New York-based The 1994 LogoValue Survey sur- « Trustworthy and responsible firms, such as credit card companies Aetna dropped to 24% trom 33%
-Offering quality products and and stock brokerages with its white-on-black ligature

services Only one of the Insurers whose "In Aetna's case, use ot an archaic

laptops that wlll allow underwnters, = Having products and services for image was tested in 1994 expen- typographic treatment of the A and

I eCh n O I Og y adlusters and agents to do much of the 19906 enced positive logo contnbution E, although distinctive, may put peo-

their work at a customer site About - Offenng a product or service the New York Life Insurance Co's ple off as evidenced by the fact that
nine of the company's 28 commer- consumer would use score increased to 16% from 15% the plain typography scores almost
are fed to the Factory Mutual Engi- cial branches now have the laptops The resulting score is denved from with the addition of its logo SO% higher,” said Alvin H
neenng Assn From there, the reports and the rest will have them by the the percentage of consumers who By contrast, Allstate Corp dropped Schechter, chairman and CEO of the
are pnnted and routed to both a mas- end of June "agree stronglf' that the sublect pos- to 35% from 44% when its "good Schechter Group
ter database as well as the headquar- "Just domg this m '95 says we are a sessed each of those four attributes hands” were shown, the Travelers’ U S Healthcare's image dropped to
ters offices of Factory Mutual mem- httle behind, but we plan to be way Another group of consumers was Group umbrella brought its rating 23% from 32% when the name was

bers Reports can be sped electroni- ahead on this," Ms Hamgan said, shown a company's full logo in color down to 30% from 32%, and the in- tested with its apple icon The much
cally to customers that have the com- adding Royal has a new CEO who along with the company name, then dusion of CIGNA Corp's tree logo better Tore for the unadomed name
puter capability has committed the finances to m- ranked it on the same four attnbutes caused a one-point drop to 18% suggests the apple is an overused de-

'There is a relatively small number crease technological capabilities The difference in scores between the The Prudential Life Assurance Co vice, unless treated in a unique way,
of people taking advantage of (elec- Communication between producer group shown the name alone and of the United States had ranked such as in the computer company's
tronic report dellvery), but | see it be- and insurer is not the only link being the group that considered the full highest among Insurers in a similar logo, the survey authors said

mg an area where the number of re- upgraded logo is the "image contnbution"” of 1991 survey, with its 49% rating in-
guests will grow a lot," Mr Anderson Francis Hong, vp of informatton the logo design, according to creasing to 53% when its trademark Copie of the 1994 LogoValite St,nrr
said systems for Jardine Insurance Brokers Schechter Group rock was included are available free of charge by contacting

Protection Mutual dients can also m San Francisco, said his company The 1994 survey added several in- In 1994, though, Prudential scored David f Martin or Renee Malti at the
communicate with the insurer via has helped larger clients Install termi- surers and managed health care a 38%, with the logo bringing the Schechter Group, 212 E 49th St, New
electronic mail nals that allow them to directly ac- firms because they are spending score down by one point YoR, NY, 10017, 212-752-4400, fax

"If any broker or any customer has cess loss-claims ulformation kept by heavily to polish their images and at- The drop is "due no doubt in part 212-752-4503
a desire to be in our directory we can the client's insurers
do it easily,” Mr Anderson sad "In The clients can use the information

the last two years, more and more of to generate a variety of reports Such

our customers have the capabillty to systems are not new, he said Jardine

do that - D euontly developing & systom that READER REPLY SERVICE
Insurers have varying degrees ot allows for three-way editing of forms

computer sophistication, but several and documents The policyholder,

companies consider Improved service broker and insurer all have access and

through technology to be a key com- can update the same document The

petitive edge system is bemg developed m con)unc- m S l I p e r. r O m e S
RLI Corp of Peona, Ill, is one com- tion with a client Mr Hong would

pany that has put more customer ser- not name But, he said the program
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Continued from previous page
fore renewals were due to close, a
few U.S. property excess-of-loss
reinsurance programs came into
the market for the first time seek-
ing a Lloyd's quote.

Unlike the past few years, how-
ever, capacity in London was
plentiful.

As one underwriter put it, bro-
kers could throw all their line slips
over the railing of Lloyd's third
floor and they would all be com-
pleted by the time they reached
the bottom.

Capacity is up by 10% to 20% in
London compared with last year,
estimated lain Denham, deputy
managing director, property and
contracts at the non-marine divi-
sion at Sedgwick Group's Price
Forbes Ltd.

"The domestic market is still
fairly competitive, but we are still
seeing a lot of opportunities. U.S.
buyers are looking for larger lim-
its. London appears to have in-
creased volumes of business, espe-
cially at higher excess layers
where there appears to be greater
capacity available," said Mr. Den-
ham.

There also is a feeling in London
that the worst is over, the severe
contraction has ended and those
who survived will flourish.

The London market "must be
stronger," said Mr. Riley. "There is
more confidence around, and the
market is more stable.”

"Capacity in the London market
was strong this year and comple-
tion of risks was easier," said Neil
Woods, executive director of
Nicholson Leslie North America.

Yet little new business is coming
to London, mainly due to competi-
tion from U.S. and Bermudian un-
derwriters.

"London's lost business to (U.S.
underwriters) this year, but that is
because (they) are more competi-

tive," said Mr. lles.

"If London had a share in a pro-
gram, then it could increase its
share on renewal,” said Mr.
Woods. "But there's no new busi-
ness in the market.”

Another factor is the bad public-
ity surrounding Lloyd's and the
solvency concerns policyholders
have about London insurers gen-
erally. But few London players say
that is a major factor.

"Customers who know us have
confidence in us and are looking
more (at the security) of each syn-
dicate than they did in the past,”
said a Lloyd's underwriter.

"Our old clients remain loyal,
but it is difficult to get new busi-
ness," added Lloyd's underwriter
Richard Youell. Lloyd's must show
policyholders that it is going for-
ward with new capital and sound
solvency, he said.

London also is losing business to
Bermudian catastrophe reinsurers,
though not as much as first feared,
brokers and underwriters say.

"The (London excess-of-loss re-
insurance) market is softer and
there is less of (that business)
about,” said Phillip Marcell, chair-
man and chief executive of Union-
america Insurance Co. Ltd. "Part
of this is because people are buy-
ing coverage in Bermuda where
they can get three-year deals.
Overall, I'd say U.S. property busi-
ness is about 5% to 10% cheaper."

Though Mr. Burbidge of Terra
Nova credits the Bermuda compa-
nies with lowering rates and tak-
ing some business, he said their
impact on London companies is
not as significant as many claim.

"The Bermuda catastrophe mar-
ket has not been particularly ag-
gressive. But the buyers and the
brokers have been able to use the
existence of that capacity as a

stick to beat the London under-

writers with. With perhaps one ex-

ception, we haven't seen that mar-
ket wishing to quote directly
against London," he said, not
mentioning the exception.

To take advantage of Bermuda's
rising star, Terra Nova recently
announced that it would set up a
new reinsurance subsidiary on the
island (BIl, Dec. 26, 1994). John
Riddick, managing director, says
the Bermuda operation will not
compete with London but will
pick up business that is "finding
its way to Bermuda instead of
London.”

In spite of the competition, some
new business is coming to London.

For the first time in several
years, Lloyd's saw a new home-
owners reinsurance program from
a major U.S. ceding company.
And, a spokesman for brokerage
R.K. Carvill & Co. Ltd. said educa-
tors liability reinsurance was

placed in London during year-end
renewals for the first time.

Generally, there was a "lot of
competition” among underwriters
for excess-of-loss reinsurance pro-
grams placed by regional U.S. ced-
ing companies, said one leading
Lloyd's catastrophe underwriter.
These regional insurers found on
average that rates reduced by
15%, he said.

For U.S. insurers that write cov-
erage nationwide, though, rates
were generally simjlar to those last
year, the catastrophe underwriter
said. Prices did rise for some in-
surers with California earthquake
or Florida windstorm exposures,
he added.

"The key is what effect the
Northridge loss had on a compa-
ny's program,” said CIiff Sim-
monds, deputy underwriter for
syndicates managed by Tower
Managing Agents. "If a company
had a Northridge loss at the bot-
tom (layers) of a program, then
rates probably went up.”
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For U.S. regional insurers that
have "no Northridge involvement
and the figures are good, then
there have been some slight price
reductions-not for every com-
pany by any means-which | feel
is disappointing. Originally | set
out for this U.S. renewal season to
maintain the prices as they were at
current 1994 levels," said Mr. Sim-
monds, who does not lead, but fol-
lows U.S. business. "To see one or
two prices reducing (up to 10%)
was disappointing for me."

"For nationwide companies, the
general picture has been as before,
with cedants paying roughly the
same premiums in 1995 as in
1994," confirmed Mr. Burbidge of
Terra Nova. "That is not the case
with the smaller regional compa-
nies, unless they happened to have
been badly hit by the earthquakes.
Their reduction in rates appears to
be about 10%."

Outside the United States, prop-

erty catastrophe reinsurance rates
varied, ranging from soft to
slashed.

Some European ceding compa-
nies hoped that rates would drop
up to 20%, but brokers and under-
writers generally agreed that they
dropped only 10% to 15%, if at all.
U.K. insurers, for example, gener-
ally saw 10% price reductions,
said Mr. Simmonds.

"There were probably 10% to
15% reductions for non-U.S. prop-
erty cat, but that's better than |
thought and it's selective,"” said
Mr. lles.

Those reductions were justified,
he said, because in the past three
or four years, underwriters
charged higher prices to European
and British ceding companies to
pay back the $8 billion worth of
losses from the 1990 European
windstorms. Now that reinsurers
have been paid back, they can af-
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IN THE WORLD OF INSURANCE, WERE
A HORSE OF A DIFFERENT COLOR.

TODAY,f when it comes to intand

0 marine, ocean cargo, hull,

, marine liabilily and commer-

/ cial property coverages, there
are lots Of companies who'11 take

your business. But sometimes the

"usual” solutions aren't enough. In

situations like these, you need under-
writers with the flexibility and with the
experience to think creatively. Under-

wnters like McGee.

UNDERWRITERS WHO ARE A BREED APART

A lot of what makes McGee diferent has to do with the fact

that we started out as marine underwriters more than 100 years

ago The nature Of this business led us to develop a philosophy

based on Independent, creative thinking. Today, this philosophy
extends to eveiy line we write.
SPECIALISTS, NOT GENERALISTS

Because we're specialists, our underwriters have unique

insight into the lines we write. As a result you'll be hard-

pressed to find underwnters who are more knowledgeable or

capable than McGee The fact is, a pool of prominent insurers

rely on us to use our underwriting experience on their behalf.
THE ABILITY TO MOVE QUI(KIY

Our manneh<stojy has also taught us that the race is won
by those Who-mdvulckly. So when you work with McGee,

you won't be slow down by red tape.

The-next. tima ou're looking for a fresh approach,
Jnd out what a di erence a horse of a diJJerent color

can make Call Wm>H. McGee.

WM. H.MaGEE & CO., INC.

CORPORATE HEADQUARTERS
FOUR WORLD TRADE CENTER
NEW YORK, NY 10048
1-800-2354029

OFFICES IN THE USAND CANADA

CORRESPONDENTS THROUGHOUT THE WORLD
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The devastating series of
natural catastrophes and
major losses of recent years
has put the Insurance
industry to the test Our
response to the challenge is
to pursue a policy of flexible

concepts In line with our

customers' needs

Customer service, personal
contact and mutual trust will
continuetoformthe mainstay
of our success By splicing
ourcommoninterestswecan
produce the strength and
continuity as well as flexi
bility needed for an under
writing approach that Is both
fair and results oriented
this way we establish bonds
that can be relied on to take
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ASK A BENEFIT ACTUARY

Congress raises revenue
at retirees’' expense

Why are qualified retirement

plans tax revenue targets?

Willie Sutton, the famous bank

robbing banks even though he kept

getting caught. He responded that he

robbed banks because "that's where

the money is." Federal lawmakers

seem to have learned at least part of

the Willie Sutton story as they
proved once again last month.

Alphabet soup-PB(DC and GATr-has become the law
of the land. The General Agreement on Tariffs and Trade,
a major treaty designed to promote international trade
and reduce tariffs, was enacted last month. Tacked onto
GAIT was the PBGC bill. This legislation raises revenue
for the Pension Benefit Guaranty Corp. and the U.S.
Treasury at the expense of qualified retirement plan
sponsors. To be sure, the legislation does require
employers to accelerate contributions to underfunded
plans.

The passage of GATT continues the now
well-established congressional tradition of raising revenue
by curt.ailing the benefits to qualified muxement plan
participants and/or the tax incentives for plan sponsors.
The laundry list of legislation in this tradition is
impressive: the Economic Recovery Tax Act of 1981, the
Tax Equity and Fiscal Responsibility Act of 1982, the
Deficit Reduction Act of 1984, the Tax Reform Act of
1986, the Pension Protection Act of 1987, the Technical
and Miscellaneous Revenue Act of 1988, the Omnibus
Budget Reconciliation Act of 1989, the Revenue

Reconciliation Act of 1990 and the Budget Reconciliation
Act of 1993.

One often unnoticed aspect of these pieces of legislation
is that they have been largely directed at private
retirement plans with hardly any effect on public sector
retirement plans. Why are private sector retirement plans
the recipients of such frequent congressional attention?
Because, within the Beltway, retirement plans are
perceived to cost the U.S. Treasury more money than any
other tax expenditure; and as we all know, perception is
reality. Retirement plans are perceived to be where the
money is.

In order to understand the dubious distinction
attributed to qualified retirement plans as tax expenditure
leader, one must first understand the concept of tax
emenditures. The concept in its most cynical form
presumes that every dollar earned in the United States can
be taken by the U.S. government through taxation. A tax
expenditure is then a reduction in the tax liabilities
because of some provision in the Internal Revenue Code.
For example, the tax deduction for mortgage interest on
owner-occupied residences is a tax expenditure.

Last November, the Joint Committee on Taxation
released estimates that the loss in federal tax mvenues for
the years 1995 through 1999 for retirement plan
contributions and earnings would be $391.6 billion, the
highest of all tax expenditures. Home mortgage interest
deductions were second at $302.1 billion, followed by
$269.7 billion for the cost of excluding employer-paid
medical care and medical insurance premiums. Both the
relative size and the absolute magnitude of the
retirement-related tax expenditures have been a major
driving force behind the litany of legislative measures
principally aimed at private sector qualified plans ove the
last 15 years.

The bitter irony to qualified plan sponsors and
participants of privately sponsored retirement plans is that
the tax expenditure estimates for employer-sponsored
retirement plans overstate the tax loss to the Treasury. The
Joint Committee on Taxation estimates include in tax
expenditures "forgone" tax revenue on pension
contributions by governmental employers and the military.

Of the $391.6 billion in tax expenditures for retirement
plans, $223.21 billion is for public sector civilian
retirement plans; $56.78 billion is for military retirement
pensions and only $111.61 billion is for pension
contributions of entities that pay taxes to the U.S.

Treasuly. Note that some private sector employers are tax
exempt.

So Congress' game has been this: Create the perception
of lage tax expendituxes for retirement plans through an
overblown estimate, and then focus revenue-raising efforts
on private sector plans. A fairer approach would be for the
Joint Committee on Taxation to remove public sector
civilian and military plans from its tax expenditure
analysis. | can't envision that Congress will ever raise
revenues by "taxing" contributions to retirement plans
sponsored by other governmental agencies-legal battles
would abound since state and local governmental entities
would likely challenge the federal government's authority
to tax them. And "taxing" contnibutions to U.S.
government civilian and military retirement plans is
melely taking money out of one pockef of the U.S.
Treasury and putting it in another. This approach will
lessen the perception that retirement plans are where the
money is, and perhaps that bank will be robbed a little
less frequently.

Would you like advice from an experienced colleague
on a risk management, benefits management or actuarial
problem? Four quarterly features in the Perspective
section Of Business Insurance can give you some answers.

Ask A Casualty Actuary, Ask A Benefit Actuary, Ask A
Benefit Manager and Ask A Risk Manager answer written
questions from readers on risk and benefits management
issues and actuariat problems.

This month's column on actuariat
,© 1 issues in the benefits field is written
i 7 by William J. Miner, an actuary with
721;(;'64 The Wyatt Co. in Chicago. Richard E.
HNF. Sherman, president Of Richard E.
Sherman & Associates Inc. in Ashland,
Ore., answers actuariat questions in the
/ 1 casualty field. Susan M. Werner,

1 director of risk management at
Hardee's Food gSystems Inc. in Rocky
Mount, N.C., answers risk management
questions. Dennis J. Nirtaut, managing
director of compensation and benefits, worldwide, for
Arthur Anderson & Co. in Chicago, answers questions on
employee benefit plans.

Address your questions to ASK Business Insurance,
740 N. Rush St., Chicago, IU. 60611. Please give us your
name, title and emptoyer; however, Business Insurance
will consider unsigned letters.

Mr. Miner

Employee's murder while at work not work related

The death of an employee killed at

work by her former boyfriend did not
arise out of and in the course of her

Legal Briefs

The appellate court said that Ms.
Yager did not meet the mandatory
criteria to be deemed a "surviving

employment, according to an Indiana
appellate court.

Cherlyn M. Peavler was working in
her employer's plant when her
ex-boyfriend entered the plant and shot
her to death.

The ex-boyfriend had entered Ms.
Peavler's place of employment on an
earlier occasion and had been escorted
out of the plant by the employer's
production coordinator.

At the time of the shooting, there
were no security guards at the plant. In
addition, the ex-boyfriend had not
reported to anyone before entering the
plant.

The representatives of Ms. Peavler's
estate sued the employerfor negligence,
charging that they had failed to provide
her with a reasonably safe place of
employment. The employer sought to
have the suit dismissed, arguing that
the negligence claim was barred by the
exclusivity provision of the Workers'
Compensation Act. The trial court ruled
in favor of the employer.

The appellate court reversed,
concluding that no legitimate workers

compensation claims existed. The
workers compensation act covers only
those accidents that arise out of and in
the course of employment.

Harms which arise from risks
personal to an employee are universally
uncompensable, according to the
appellate court.

"If the employee has a mortal
personal enemy who finds and murders
that employee while the employee is at
work," the court said, "the employment
cannot be said to have any causal
relationship to the death.”

Peavler vs. Mitchell & Scott Machine
Co., Court of Appeals of Indiana, Aug.
17, 1994 (BUO4/F. $10).

Spousal benefits denied

Is a former wife, who was legally
divorced from a worker, a surviving
spouse under the Workers'
Compensation Act?

Not according to a recent decision
from the Supreme Court of Mississippi.
Mary Frances Yager was married to

M.L. Yager in November 1954. That

marriage ceased when they were
divorced on Aug. 28, 1980.

They never sought revocation of the
divorce under Mississippi law, never
obtained a new marriage license and
never remarned.

However, many of the indications of a
marriage were present.

They lived together and filed joint tax
returns.

In addition, Ms. Yager listed Mr.
Yager as her husband and beneficiary
on her insurance at her job and
collected life insurance benefits as his
beneficiary.

Mr. Yager died from a head injury
sustained while driving a truck on his
sixteenth day as an employee of
Gregory Cattle Co. Inc.

Ms. Yager claimed "surviving spouse”
compensation based on the fact that
they were living together as husband
and wife at the time of Mr. Yager's
death.

The Workers' Compensation Full

Commission denied her compensation
benefits. The trial court affirmed the

commission.

spouse" under Mississippi's state
workers compensation law.

According to the appellate court, to
be the "surviving spouse,” Ms. Yager,
not the legal wife because of the
divorce, had to prove that she entered
into a ceremonial marriage with Mr.
Yager at least one year prior to his
death, and at his death, "stood in the
relationship of a wife."

The court observed that Mary and
M.L. Yager did not get a marriage
license or enter into a ceremonial
marriage after the 1980 divorce.

The appellate court affirmed the trial
court decision.

Yager us. Gregory Cattle Co. Inc.,
Supreme Court of Mississippi, June 16,
1994 (BUO2/F. $10).

These abstracts were prepared by
Mayo H. Stiegler. Copies of these
decisions are available by sending a $10
check payable to Mayo H. Stiegler, to
Business Insurance, 740 N. Rush St.,
Chicago, lll. 60611-2590. List the
number for each opinion.
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Exxon moves property/casualty lead from London market

By STACY SHAPIRO

LONDON-Major oil companies with offshore
property/casualty coverage that renews Jan. 1
are severely cutting back on the amount of cov-
erage they buy, brokers and underwriters say.

Some oil companies have cut back coverage
for their offshore properties up to 50% this year,
said leading l.loyd's of l,ondon energy under-
writer Richard Youell. He said the companies
are viewing the insurance from the eyes of their
accountants rather than risk managers.

James Bogue, director of Sedgwick Energy
Ltd., surmised that one factor in the reduced
coverage may be steadily falling oil prices.

According to kndon news reports, Exxon
Corp. is moving-the insurance package that cov-
ers its offshore property and liability risks from
a London lead to European and Norih American
markets. At its peak volume in 1988, 22% of the
Exxon program was placed and led in London.
Over the past few years, Exxon and other oil

companies generally have been reducing their in-
surance package and retaining more risk in their
captives.

Mr. Youell, who traditionally has led Exxon's
package, confirmed that this year he quoted for
the renewal but "the order was not received due
to pricing considerations." He said he believes
his quote was too high.

E=on stin buys some coverage in Inndon.
"For commercial reasons, the amount of insur-
ance we buy from any insurance company may
vary from year to year based on evolving condi-
tions in the competitive insurance market," the
company said in a statement.

The oil companies' move follows British Pet-
roleum P.L.C.'s 1993 withdrawal from much of
the traditional market when it discovered that
while it had paid out $1.15 billion in premiums
from 1980 to 1990, it only had incurred two
claims totaling $250 million (Bl, May 31, 1993).

Meanwhile, the International Group of Protec-
tion & Indemnity Clubs-which includes the oil
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companies that own shipping fleets-is negotiat-
ing its Feb. 20 reinsurance renewal.

The propm is erpected to cost the same as
last year, but the reinsurance program is being
restructumd, according to Mr. Youell, who has
led the program in London. The International
Group retains the first $30 million as before.
Then it buys a combined single limit of $750 mil-
lion of reinsurance instead of $600 million. This
portion of the reinsurance provides up to $500
million for P&l risks only; and up to $500 mil-
lion for pollution, but only $750 million in the
aggregate. If P&l claims and pollution claims to-
tal $1 billion in a single loss, a separate clash re-
insurance program will pay the additional $250
million

For the first time, the International Group
may retain 10% of the first $500 million of
losses. Separate layers of the minsurance pro-
gram bring the total coverage to $1.5 billion, in-
cluding a $400 million excess of $850 million
placed in the Bermuda market.

requires a sense of balance

and stability.

/ Crum&Forster
Cf Insurance

6 Sylvan Way

Parsippany, New Jersey 07054-0416
201 490-6600
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Continued from page 29
ford to reduce rates slightly, he
noted.

Reductions are slight, unlike
what some had expected. Mr. Pag-
nanelli had predicted 15% reduc-
tions, but "the market is resisting

that and offering the same levels as £

last year."

Nowhere does the property catas-
trophe market's rate cutting seem
as intense as in Israel.

Underwriters say that 25% to
40% rate reductions on property
cat programs for Israeli cedants
could be due to Bermudian under-
writers competing for the business
to round off their portfolios.

"Israel has seen rates fall consid-
erably, by about 30% for excess-
of-loss business, which is justified,"
noted Graham Dimmock, managing
director of Employers Reinsurance
Ltd., which writes non-U.S. proper-
ty/casualty business in London.

In 1993, Israeli insurers increased
homeowners' deductibles by 10%,
which reduced the maximum losses
on reinsurance programs, explained
Mr. Dimmock, who leads Israeli
business. "Obviously these factors
present a really aggressive argu-
ment for reductions.”

On the casualty side, London un-
derwriters competed for choice U.S.
business following the demise of the
Merrett group, and casualty clash
underwriters lost business to newly
aggressive U.S. reinsurers that were
prepared to slash rates and relax
conditions at renewal.

London underwriters also contin-
ued to avoid occurrence programs,
so most general liability policies
written on an occurrence basis re-
main in the U.S. market. The mar-
ket does continue to lead many pro-
fessional liability policies, such as
errors and omissions, directors and
officers and fidelity coverages,
which are traditionally written on a
claims-made basis.

"We are experiencing a fairly flat
year largely as before,” said
Stephen Burnhope, Lloyd's under-
writer for syndicate 1212, which is
managed by Spreckley Villiers
Burnhope & Co. Ltd.

Some rates have fallen, but over-
all the market appears stable, said
Mr. Burnhope, a former Merrett un-
derwriter who focuses on speciality
lines, financial institutions, profes-
sional liability and D&O business.

"It's fair to say that it is difficult
to win new business at the moment.
But | don't think too many under-
writers are currently worried about
Nnew business. The business will
come in, but at the moment, the
noises we are making on rates are
not aggressive. We are happy to sit
back and let the others fall over
themselves for it," he said.

Similarly, David Foster, under-
writer for Lloyd's syndicate 1145
managed by Janson Green Ltd.,
said, "The larger end of the D&O
renewals have been relatively posi-
tive, but there is increased competi-
tion. The middle market business
has been very aggressive with very
tough domestic market competition.
London has been forced largely into
a holding pattern. There is suffi-
cient capacity in London, but it's
difficult to attract good new busi-
ness."

Kenneth Barrett, Mr. Burnhope's
former colleague at Merrett, and
now the lead casualty underwriter
with Zurich Re (UK.) Ltd., said he
is equally happy to "sit tight" and
write less casualty business until
rates pick up again.

Mr. Barrett predicted that the
market could finally turn by the
end of 1996.

"Looking ahead on the general li-
ability side, | still see a soft mar-

Continued on page 34
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Continued from page 32

ket. D&O is particularly soft, in
fact, it's as low as it was in 1983-
1984 and we will be writing pretty
flat volumes in 1994. But | do see
a reaction and the market should
turn in the next 24 months.

"Bankers bond business is

pretty low at the moment, but |
can see an upturn coming on the

bankers' professional liability
side. There have been a lot of new

losses in the market and deterio-

rations on old losses, so logically
there has got to be an increase in
prices," said Mr. Barrett.

John Wetherell, underwriter for
Lloyd's syndicate 190, which is
managed by Cater Allen Syndi-
cate Management Ltd., said he is
"very disappointed” with new
competition among London un-
derwriters at a time when Lloyd's
faces "abysmal" losses.

"Any Lloyd's underwriter look-
ing to win business through rate
reductions needs his head exam-
ined," said Mr. Wetherell.

Movement in capacity between
syndicates, rather than aggregate
increases, is the root of the prob-
lem, according to Mr. Wetherell.
He said that much of the problem
can be blamed on underwriters’
fear that they will be unable to fill
their stamp capacity.

Any 'underwrifer looking

to win business through
rate reductions needs his

head examined,' says
John Wetherell.

“We are seeing business led by
certain teams, which frankly do
not have the experience to lead it.
The loss of the Merrett syndicates
certainly compounded this prob-
lem. There is an old saying: 'Why
go to a tough leader when you can
go to a pliable one with lots of ca-
pacity?' " said Mr. Wetherell.

One broker agreed the market
has changed but thinks it's for the
better.

"The long-established D&O cli-
ent is probably more satisfied
with London than for many years.
That is a function of the market
not being dominated by just one
player," said George E. Davis, di-
rector Sedgwick North America,
who specializes in placing direct
North American D&O business
into London.

"There are more characters in-

volved which has led to greater
choice and greater commerciality
among underwriters," said Mr.
Davis, referring to the new will-
ingness to, for example, reduce
rates to win and keep business.
"The long-term clients have found
this new way exciting and good
news.”

London is having to fight
harder for U.S. casualty clash
business.

Mr. Burbidge at Terra Nova,
which leads this business, says
new competition from U.S. rein-
surers has forced rates down
roughly 10% over the last two or
three years and possibly 5 % at
this renewal.

Fierce competition from U.S.
insurers, which offer less strin-
gent conditions than London un-
derwriters, has meant that casu-
alty clash orders from Fortune

500 companies are "well down"
for Mr. Barrett of Zurich Re

The E&O market is soft with

premium rate reductions of 10%
to 15%, according to syndicate

190 underwriter Mr. Wetherell.
New U.S. and London capacity
arriving on the back of improved
rates last year is generally blamed
for this heightened competition
and the lower rates, especially for
lawyers E&O business.

David R.H. St. John, a director
of Sedgwick North America, says
U.S. competition will be unable to
maintain the pressure. "If you ask
me whether the rates are sustain-
able, the answer would be most
definitely no. An awful lot of peo-
ple saw an opportunity, and they
all saw it at the same time. They
dived into the market at the same
time and will probably all come
out at the same time," he said.

Mr. St. John of Sedgwick North
America laid more blame on U.S.
competition for the soft rates.
"London has been competitive,
but they are not just following the
rates down blindly for market
share," he said. 147

Brokers

Continued from page 1

tion bid by Zurich Insurance Group
(Bl, Jan. 2, Dec. 12, 1993). Until
then, though, "we have corporate
directions to treat Home as a com-
pany that needs a risk manager's
permission to deal with them," due
to its Best rating below A-, Mr. Tar-
bell said.

The ongoing nature of The Home
buyout, with Home Holdings most
recently rejecting an offe from Mr.
Byrne's Fund American Enterprises
Holding Inc. in favor of a Zurich
Insurance Group deal (BIl, Jan. 9), is
straining the patience of some eli-
ents, according to brokers.

"Not a majority, but some risk
managers are saying. 'We went
through this with AmBase, then
Trygg-Hansa, then the deal with
Byrne's Fund American. We're tired
of looking at the situation, so place

us with someone else,’' " said

Charles Ruoff, senior vp at Sedg-
wick James Inc. in New York.

Alicia O'Donnell, senior vp and
manager of global brokerage ser-
vices at Johnson & Higgins in New
York, said The Home situation
wasn't as confusing for clients re-
newing coverages at the end of the
year as it is for those working on
renewals now.

"We do have a fairly large
amount of business with The
Home," she said. "As far as our
year-end renewals, the situation
wasn't really as clouded as it is to-
day."

As the year ended, The Home was
still providing coverage and clients
were still doing business with the
insurer, said Ms. O'Donnell, adding
that she hopes the situation will be-
come clearer in the next few weeks.

"l think right now there's a lot of
uncertainty as to which way the
company is going," she said.

Those concerns include which
lines of business Zurich will choose
to renew and which it will allow to
be run off in a liquidation of The
Home, and whether The Home will
have sufficient funds to pay claims
as it is liquidated.

"l think we were concerned be-
cause nobody has vocalized very
clearly what books of business Zur-

ich is interested in obtaining from .

The Home and retaining," said Su-
zanne Douglass, senior vp at Alex-

ander & Alexander Inc. in New
York.

"We have a lot of clients with
money in the bank with Home,"
Ms. Douglass said. "We would hate
to see that money go away."

What's more, the deal comes at a
time when brokers have been
stressing the importance of devel-
oping long-term relationships with
insurers, she said. "But if that facil-
ity goes away, so does that long-

Continued on next page



Continued from previous page
term relationship."

According to Mr. Ruoff, Best's
.downgrade of CIGNA Corp.'s prop-
erty/casualty pool to B++ from A-
last month is "not as onerous” _¢
The Home situation (BI, Dec. 26,
1994).

Best isn't sending a message that
there are security problems with
CIGNA, he stressed. Rather, "it's
signaling difficulty in the profits of
its property/casualty operations,"
he said.

"Risk managers recognize that
CIGNA has reserves and access to
capital markets to get money if
deemed necessary. The Home is not
in that position," Mr. Ruoff said.

Still, the CIGNA downgrade has
been "a point of discussion" during
renewals, said Teresa L. Pahl, exec-
utive vp at Rollins Hudig Hall In-
ternational in Chicago, adding that
there were "lots of quotes on CI-
GNA paper" during renewals.

"It's made the renewal process
more time-consuming for risk man-
agers" who have to explain to their
superiors why they are renewing
with the Philadelphia-based in-
sure, she said.

The CIGNA downgrade "is dis-
turbing because CIGNA has had

the other hand, you've got clients
talking about financial solvency
and that kind of risk.”

Market capacity is a concern bro-
kers see emerging as an issue in in-
surer consolidations like The Home
buyout or CNA Financial Corp.'s
purchase of Continental.

'Any consolidation in the market results in
change for the customers,’' says Teresa
Pahl. But it also presents 'opportunities and
challenges' for the broker, she adds.

some very long relationships with a
lot of clients,"” Ms. Douglass said.

"l do a lot of business with CI-
GNA. | want to see them get over
their trouble,"” she said. "It's hard to
try to replace that capacity and on

"l think anytime you take a com-
pany out of the market indepen-
dently and combine it with some-
one else, you lose a competitive sit-
uation and ultimately it will affect
pricing," said J&H's Ms. O'Donnell.

N
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Every time somebody drops out,
even if it's $5 million, it's hard to
replace that capacity," Ms. Dou-
glass said.

The fact that both CNA and Con-
tinental had moved away from ma-
jor lines means that the deal's im-
pact will be felt primarily by the
middle and smaller markets, Ms.
Douglass said. Perhaps the greatest
significance, though, might be in
the deal's impact on boiler and ma-
chinery coverage.

"Continental was one of the few
boiler and nnachinery companies
still around," Ms. Douglass said.
"That's an expensive business to
write.”

"CNA runs a very lean and mean
operation,"” she said, adding she
wonders whether the insurer will
choose to continue operating such
an expensive book of business.

Insurer consolidation does appear
to be the wave of the future, bro-

kers agree.
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"The real story is how the market

ahead," Mr. Ruoff said.

A potential downside for risk
managers is that fewer players at
renewals means less room to ma-
neuver in, Mr. Ruoff said. But, if
consolidation "means a more stable
market, fewer choices isn't that
bad.”

William Zia, a vp in the Parsip-
pany, N.J., office of J&H, has a sim-

ilar view. "l see it as an advantage,”
he said. "These carriers at the end

cially, stronger competitively."

But A&A's Ms. Douglass said she
senses a concern among some eli-
ents that "conventional insurance
as we 1Tmow it is going to be ruled
by a very few people." If the tradi-
tional insurance market runs out of
options for risk managers, many
may be forced to embrace alterna-
tive approaches to traditional in-
surance, she believes.

"Any consolidation in the market
results in change for the custom-
ers,"” RHH's Ms. Pahl said. But it
also presents "opportunities and
challenges" for the broker, she said.

If Zurich's bid for The Home goes
through, for example, "we are pre-
pared to talk to Zurich on place-
ment of international business,”
said Ms. Pahl, adding that The
Home has become a more signifi-
cant player in the international
marketplace.

A clearer picture of the impact of

the recent consolidations will be

seen during midyear renewals, Ms.
Pahl added.

Undoubtedly those effects wiill
continue, including the effect on in-
surers, even some that aren't con-
sidered in play, said John F.
O'Sullivan, managing director of
Marsh & McLennan Cos. Inc. in
New York.

And that particular consolidation
fallout could have an indirect effect
on policyholders, he said. As he sees
the situation, underwriters that fear
their companies might be suscepti-
ble to consolidation or takeover
may tend to write coverage more
conservatively, affecting capacity in
the marketplace or pricing.

Even if the companies consoli-
dated in recent buyouts reduce ca-
pacity, however, it won't have an
impact on certain specialty lines
like medical malpractice liability

and legal malpractice, Mr.
O'Sullivan said.

nificant capacity in these specialty
lines right now and that if the con-
solidated companies reduce capac-
ity it still won't produce constric-
tions in the marketplace," he said.
New players entering the spe-
cialty lines business have increased
capacity in that market. Newcom-
ers derive an advantage from enter-
ing the market fresh, Mr.
O'Sullivan said, though he wonders
whether they have the stomach to
stay with those lines in the future.
"These new players have the op-
portunity of writing this claims-
made business without the baggage
of past bad experience," he said.
The question is whether they're
committed to those lines for the
long term, however, and whether
they'll remain in those markets

once that claims-made business be-

gins to age and their experience be-
comes more adverse.

Still, as the new players enter the
specialty lines markets, including
some offshore insurers, renewals in
those lines have seen rates drop
15%, Mr. O'Sullivan said.

On the property coverage front,
rate problems seem limited to expo-
sures in some natural catastrophe-
prone areas.

"The property rates for natural
catastrophe exposures are hard and
coverage is difficult to get,”

Continued on next page
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For the Record

No 94-7011

Risk Retention Act

tap liability coverage wntten in the

Coverage denied
in pollution case

198()s bv several insuiers includmg

doesn't pre-empt law
ATLANTA-The full 11th U S

Harleysvlle Mutual Insulance Co
of Harleysvdle, Pa, and The Home

PHILADELPHIA-A federal ap- Insurance Co of New York Circuit Court of Appeals last month
peals court has ruled that a Dela- The landfill pollution site Tkas declined to leview and thus let
ware county cannot tap 115 general designated for cleanup by the Envt- stand an earlier ruling thsit could in-
hability insurance pollcies to pay for ronmental Protection Agency under crease costs and make it more diffi-
the Super fund cleanup of contami Superfund in 1990, when the EPA cult fol certain risk retention groups
nation at d municipal landfill determined that a decade's worth of to opeiate nationwide

The 3rd U S Circuit Court of Ap- heavy metal contamination led A thi ee-judge panel of the 1lth
peals late last month found that pol- to the presence of benzene and other Circuit had ruled last year that the
lution at the site of a landfill owned toxic compounds in ground watei federal Risk Retention Act does not
by Sussex County, Del, was both The appellate court's decis;ion af- pre-empt a 1992 Flonca law zequir-
expected and intended, thus barring firms a 1993 rultng on the case by a ing taxi and other passenger bans-
coverage for the county undet the federal distruct court m Delaware portation firms to buy the first
Harleysuille Mutual Insurance Co $80,000 of habiltty coverage from
Asa result, Sussex County cannot Inc us Sussex County, Delaware, Insurers in the state guaranty fund

standard pollution excluvon
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3rd US Circuit Court of Appeals, (Bl, Nov 7,1994) Federal law bars care insuiance plans and to individ-

rlsk retention groups from loining ual patients "
guaranty lunds Under the «,ettlement agi eement,
In its ruling, the three-gudge panel filed in Decemin 1994 m U S Dis-
said Congi ess did not intend the tinct Court in Washington Vision
Risk Retention Act to pi e-empt Senice Plan will adopt a new fee
state financial responsibilitv lau 4, system based on a range of fees dc-
such as the Flonda statute cepted bv eye dodors
Such laws are a legitimate and Id- "We have agreed to disccintinue
tional exercise of state authmity, the this policy to avoid long and expen-
court said sive htigation with the Justice De-
But risk retention group advo- partment that could easily have co,st
cates say varying state financial ze-- thousande+, and maybe milhons in le-
sponsibillty rules, which are most gal fees " Roget Vahne the insul el s
common m the pubhe transporta- president and chief executive offi-
lion sector, would make itt difficult cer, said in a -,tatement
and more expensive for the gic,upf The Justice Department reached a
to try to operate across the nation similar settlement with Delta Dental
The lith Circuit Court's ruling Plan of Aii,ona Inc m August 1994
applies in Alabama, Florida and (BI, Sept 5, 1994 )
Georgia
Information in brief

Vision care insurer Front Rojal Inc, a Cary, NC-

based holding company, has com-
pleted its purchase of three proper-

WASHINGTON-The Depait- ty/casualty insurers from Wil-
ment of Justice reached a settlement loughby, Ohio-based Figgle Interna-
m a ciwl antitrust suit with the na tional Inc (BIl, Sept 12,1994) The
tion's lal gest vr,ion care Insure three inSUI ei s-Cardinal Casualty

As part of the settlement Saci d- Insurance Co, Hamilton Inszu ance
mento, Calif -based Vision Service Co and Colony Insulance Co -
Plan agreed to discontinue its prac- made up Waite 811 Insulance
tice of using a "most favored nation Group, a Richmond, Va -based unit
clause" that in effect inhibited op- of Figgle Terms of the sale were not
tometrists and ophthalmologists disclosed Charles Kahn, execu-
from reducing their fees live vp of the Health Insul ance

The clauses, which are common in Assn of America, left the insuler
the health insurance Industry, w trade association last week to be-
quued optometnsts and ophthal- come majority staff directoi of the
mologats to otter all patients cov- House Ways <ind Means Health
ered by a vision plan the lowest Subcommittee The Blue Cro.0 &
pnces the eye doctors offer to any of Blue Shield An reports thal ag
their patients But, Justice Depart- gregate | eferves toi its 68 indepen-
ment prosecutors say that requiring dent plans zeached an all-time high
the eye doctors to offer the same of $158 billion for the nine months
discounts to Vision Serwce Plan ch- ended Sept 3() 1994 The plans col-
ents "Inhibited doctors from reduc- lectively ieported revenue of $53 7
ing therr fees to competing vis.on billion for that penod

settles antitrust suit
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FMLA

Continued from page 2

clearer," agreed Fran Bruno, a man-
aging consultant in the Detroit office
of A. Foster Higgins & Co. Inc.

Under the family leave law, com-
panies with at least 50 employees
must provide workers with up to 12
weeks of unpaid job-protected leave
for a variety of family situations as
well as for their own serious illness.

Earlier guidance on what consti-
tutes a serious illness generated 88
comments, some of which said the
definition was too broad, others that
it was too restrictive.

The department responded in
kind: It restricted the definition of a
serious health condition in some
cases but added other conditions
that would qualify.

Under the new regulations, "a seri-
ous health condition entitling an em-
ployee to FMLA leave means an ill-
ness, injury, impairment, or physical
or mental condition that involves"”
either inpatient care or any subse-
quent treatment in connection with
inpatient care; or continuing treat-
ment by a health care provider.

The regulations establish five cate-
gories of what can such constitute
continuing treatment:

* A period of incapacity-defined
as an inability to work-f more
than three consecutive calendar days
that also involves treatment two or
more times by a health care pro-
vider, or by a provider of health care
services (such as a physical therapist)
if referred by a health cam pnovider.

Treatment includes examinations
to determine if a serious health con-
dition exists and evaluations of the
condition. Routine physicals or eye
or dental exams are not included.

Alternately, continuing treatment

Hartford

Los Angeles

An employee with an illness,
injury, impairment, or mental
or physical condition that
involves inpatient care, any

VWho can

subsequent treatment related

to inpatient care or

take
FMLA
leave for

their own

continuing treatment” by a
health care provider.
Continuing treatment includes
any period of incapacity due

to: pregnancy or prenatal care,

"serious
health

condition"?

can be construed as a period of inca-
pacity of more than three days that
also involves treatment by a health
care provider on at least one occa-
sion that results in continuing treat-
ment under the supervision of the
health care provider. Continuing
treatment includes a course of pre-
scription medication or therapy re-
quiring special equipment. A pre-
scribed course of over-the-counter
medications or bed-rest would not
be included.

+ Any period of incapacity due to
pregnancy or for prenatal care.

+ Any period of incapacity due to
a chronic serious health condition or
treatment of such a condition. A
chronic serious health condition is
defined as one that mquires periodic
visits to a health care provider, con-
tinues over an extended period of
time and may cause episodes of inca-
pacity rather than a continuing pe-
riod of incapacity. llinesses that

multiple medical treatments,
or treatments for chronic

conditions.

GRAPHIC BY JERRY PARKS

might cause episodes of incapacity
include asthma and epilepsy.

« A period of incapacity that is
permanent or long-term due to a
condition for which treatment may
not be effective. The employee must
be under the continuing supervision
of a health care provider but does
not need to be receiving tmatment.
An examples of shese conditions in-
cludes a severe st:-oke.

« Any period of absence to receive
multiple treatments by a health care
provider or by a provider of health
care services. The treatments could
be necessary because of an accident
or other injury, or because of a con-
dition that if untreated would likely
result in a period of incapacity of
more than three days. An example of
this kind of condition is cancer,
which could require multiple chemo-
therapy or radiation treatments.

The delineation of these categories
will enable employers to "more

New York
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readily make a determination that
what is certified in the medical certi-

fication will or will not fit the defini-
tion of a serious health condition,"
observed Mr. Uslander of Mercer.

In addition to laying out broad cri-
teria to identify a serious health con-
dition, the regulations also addmss
some specific maladies.

For example, according to the mg-
ulations, the following illnesses
should not be considered serious
health conditions: common colds, flu,
ear aches, upset stomach, minor ul-
cers, headaches other than migraine,
routine dental or orthodontia prob-
lems and periodontal disease. Also,

most treatments for acne or plastic
surgery are not considered serious
health conditions unless they require
inpatient hospital cale

Substance abuse may be consid-
ered a serious health condition in
some cases. For example, it could be
if an employee is treated in an inpa-
tient setting, explained Steven
Oberndorf, an attorney for Sedgwick
Noble Lowndes in Roseland, N.J.

The regulations also impose sev-
eral new notification requirements.

if a leave period, paid or unpaid, is
Continued on next page
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FMLA

Continued from previous page
designhated as FMLA leave and will
be counted against an employee's an-
nual FMLA leave entitlement, noted
Hewitt's Ms. Sladek. The interim
regulations set no specific deadline.

If an employer knows that an em-
ployee is taking FIVILA leave and
does not give the worker the neces-
sary notification, the employer may
not after the fact count the leave
against an employee's FIVILA leave
entitlement, Ms. Sladek said.

The final rules also impose notifi-
cation requirements for termination
of coverage because of the employ-
ee's failure to pay premiums within
30 days of the due date. Employers
must tell employees in writing 15
days prior to the expiration of that
grace period that the coverage will
cease unless the premium is paid.

For insured plans, coverage can be

dropped retroactively to the begin-
ning of the grace period, explained
Mr. Uslander. Self-insumd plans
must cover the employee until the
end of the grace period.

The regulations also address sev-
eral questions about whether it is
permissible to count against an em-
ployee's annual family leave entitle-
ment leave that was not originally
designated FMLA leave.

In general, the regulations do not
allow employers to designate non-
FMLA leave as F&ILA leave after an
employee has returned to work, ex-
cept in two circumstances:

- If an employee was absent for
an PMLA reason and the employer
did not learn the reason until the
employee returned to work.

* Or, if the employer knows the
reason for the leave but has not been
able to confirm that the leave quali-
Ses under P'MLA.

However, if an employer learns
while an employee is on a non-

FMLA leave that something has
happened that could qualify the re-
maining leave as FMLA leave, it
may count the remaining leave
against an employee's allotment, if it
follows proper notice procedures.
The rules give the example of an
employee who has arranged for a
two-week paid vacation for a ski
trip. One week into the vacation he
is hospitalized for an injury, so he

Funds

Continued from page 3
pay claims daily, practically,"” Mr.
Trout said.

As Orange County-Brently un-
der the protection of Chapter 9
bankruptcy- seeks to sort out its fi-
nancial mess, it's distributing funds
on an as-needed basis to investment
pool participants (Bl, Dec. 26, 1994;
Dec. 12, 1994). So far that's pre-

calls his employer and requests an
FMLA leave to follow the end of his

paid vacation. Here, both the second
week of the vacation and the ex-

tended leave may be counted toward
the FMLA leave entitlement.
Addressing the coordination of
FIVILA and pensions, the regulations
state that employers do not have to
credit workers with service time to-

ward the vesting or accrual of a pen-

vented problems at the local self-in-
surance pools.

The Western Orange County Self-
Funded Workers Compensation
Agency, for example, had all of its
funds-more than $8 million-in-
vested through the county.

"To date it has not presented a
problem for us," said Arlene lto, risk
manager for the Orange County De-
partment of Education and treasurer
for the workers comp hind, "We
have been able to pay our benefits
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place risks. The Exchange also helps retain some of

the billions in premium dollars exported abroad each
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member or syndicate investor, contact Terry Ryan,

Assistant Vice President, at 312/408-8000.
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sion benefit while on FMLA leave,
but the FMLA leave will not be
counted as a break in service,
pointed out Henry Saveth, a Foster
Higgins principal in New York.

Also, if an employer is offering an
early retirement plan, an employee
on FMLA leave must be offered the
chance to participate even if the

election period officially closed while
the worker was on leave. [ . |

without any problem."

That may change, though. "Who's
to say what will happen in the next
month, or the month after?" Ms. Ito
added.

But so far, even bankrupt Orange
County has been meeting its workers
comp claims, said Mark Ashcraft,
the state's manager of self-insurance
plans. "There have been no other
problems or failures to pay workers
comp claims by any of the agencies
invested in the pool."”

If the SELF fund takes the 27%
loss on its investment-the amount
it's been suggested that Orange
County pool fund participants could
suffer-the fund would stand to lose
more than $12.7 million.

Coupled with the loss of interest
earnings on that investment-re-
ported at 7.74% in the 1994 annual
report-that total loss could ap-
proach the pool's 1994 member con-
tributions of $16.5 million.

SELF officials have said losses
would not threaten its solvency.

Several weeks ago, when Orange
County fund investor losses were be-
ing estimated at 20%, SELF Execu-

tive Director John C. Wilson said
that such a loss would not threaten
the pool's solvency, according to
Patrick Chladek, a manager in the
rglifornia Department of Education
and SELF board member.

"It was his opinion that at that
time, the SELF's contingency Irserve
was enough to handle the write-
down," Mr. Chladek said.

Mr. Wilson was out of town last
week and did not return repeated
messages at his office.

A loss in the 27% range, however,
"probably starts to be significant,”
Mr. Chladek said, though even at
that level the significance to SELF
remains limited.

"That probably doesn't repre-
sent...more than one large claim,”
he said. "If this all happened in the
early years, it would've been very
significant. But the fund is pretty
much mature now."”

Still, the pool recently sued Merrill
Lynch & Co., which advised the
fund managers, a Metrill salesman,
Michael G. Stameson, and Robert L.
Citron, the former Orange County
treasurer who managed the fund.

Seeking class-action status on be-
half of other pool participants, that
suit alleged federal and state securi-
ties law violations, fraud, negligence,
negligent misrepresentation and
breach of fiduciary duty.

While similar class-action suits
had been filed on behalf of holders
of bonds issued by Orange County or
other jurisdictions with investments
in the Orange County fund, the
SELF suit was the first filed on be-
half of fund investors themselves.

Menill Lynch responded to the
latest Orange County suit in the
same fashion as it has to earlier fil-
ings. "We believe the suit is without
merit and we will contest it vigor-
ously," a spokesman said. "We are
confident that we acted properly and
professionally in all our business
dealings with Orange County."

SELF's decision to invest such a
large percentage of its assets in a sin-
gle place may be something state ed-
ucation officials examine in the fu-
ture, Mr. Chladek suggested. "It's
probably something we would look
into. After all the dust settles, I'm

sure the department will want to
re-evaluate what went on,” EIl
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Lawyer navigates retiree benefit minefield

other communications that retiree he said representatives may amend health language (BI, Oct 3, 1994, Jan 10,
By DAVE LENCKUS medical benefits do not vest The wording in financial state- plans and what procedures they 1994)

CHICAGO-EmpIoKers have to Just as important, employers ments also can work against em- will follow, he said, noting a case Appellate courts have tremen-

ﬂet better at giving themselves the have to hold onto all'such benefit ployers” arguments that the bene- before the U S Supréme Court dous sympathy for retirees," Mr

exibility to offer retiree medical communications for evidence in fits are not vested, if employers that threatens the myriad health Ca sai .
benefits that they can afford, potential future litigation are not careful plan modifications‘employers IR MLhsures that wan help

. : w i Retirees could argue that foot- have made in recent years ensure employers' plan changes

z'lrrﬁ;,?eonﬁﬁissefynd:gsszlﬁz'gesf co Trh: n;itstshag,z? > Cslziar’ and notes in the statements that em- The high court 15 scheduled to will be upheld in court include

ployers .olshoulger More of that Em f@yers S ou']?i nq?estabhsh loyers must include to comply hear opening arguments in that « Not linking the benefits to

responsibility, an employer attor- ang J{nk bgtween regree {.nedﬁc ¥Vlt th Fénanglal ccougtln caie UEI%S-WI‘I h} Co(rep u? Medg:are. . .

oy caye benefits and pension benefits, he Standards Board's rule on discfos- Fran choonelongen et at, ¢ upecnixlnaq in unamblrguous
Right now, many employers said ing the company's retiree medical this week fangdage wh coverage and cov-

lack even the most rudimentary And, 1ff employers want to es- benefit liabilities means the bene- The Lyndurst, N J -based de- erage levels are being provided
fety.nets to fal] back on tg.mod- tablish a mjnimum service, eligi- fits are veste fense contractor reserved its right - Including a statement in plan

#IF ?0 tI) f%r reﬁl EP\ d[

Ify retiree benefits, according ility requirement ree To defuse that argument, em- m plan documents to amend [tS documents that plan interpreta-
arﬁACQ,ascian, a partner with medtcal gover,a e, thew rgln ployers shou da n%te in t%e foot- rgt?ree health IanoBut, ﬁw : tﬁ

. ? [ e 3rd tions by unauthorized personnel
Seyfarth, Shaw, Fairweather & should be significantly different notes that the disclosures are be- U S Circuit Court of Appeals are ineffectual "Some human re-
Geraldson in Chicago from the e|I§]IbI|Ity requirement ing made "due to accounting pur- ruled the company's reduction of source people tend to overstate

Congress is considering raising wording for pension benefits poses, not legal purposes,” Mr retiree health bensfits violated thing$, ., ,atery training person-
the Medicare eligibility age and That will demonstrate to a court Cascmvl'l recqmmended t ifv In olan d ts did not tai | wh thorized to i
pha?wg out Soc'ﬁl Secu_rity fOI' that the employer#nte&)#ed t? employers mEJS Specity In plan OCUr:nen S did not contain nel who are autnhorize (0] |nt|eari-
wealthy retirees, Mr Casciarl said treat the two bénefits differently, plan documents which company the appropriate plan amendment pret plan documents
last month at the Benefit & Em-
ployment Law Litigation confer-
ence, sponsored by the American
Conference Institute in Chicago

"So, you can expect to see gov- JOE TANKERSLY ALLIC,ATOIL WRESTLER
ernment putting more responsi-
bility for (retiree) benefits on em-
ployees," he said

In addition, as companies con-
tinue restructuring, they often are
reducing their workforces by of-
fering older workers early retire-
ment incentives that include gen- "o
erous medical benefits until they ,S>1.
become eligible for Medicare TEe T

"But, after the promises are “
made and the employees leave, the -
companies realize the expense and
say they can't afford those levels F N
(S)L(;overage to early retirees," he a4 i.

The billable hours for attorneys .. .
on both sides begin ticking away 19 !
after employers cling to a provi- s
mon in their plan documents that ©
suggests they can modify those
benefits, which prompts the early

retirees to howl that they were
hoodwinked

tb

Of course, the facts m each case
vary significantly But, courts
have focused on the representa-
tions that employers made orally
as well as in their plan documents,
Mr Casciari said "7 a4’ f
To that end, employers can take
several measures to protect them- s-- P LI P
selves, he said S-
One of the most important areas
in which employers should clearly
spell out the duration of retiree
medical benefits is in collective
bargaining agreements
The agreement should state that x
benefits are in effect only for the - Uy o
duration of the agreement, he ;0 |'
said Plan documents as well as
collective bargaining agreements
have to be "very, very specific" on
this point, or courts will allow
plaintiffs to introduce extrinsic
evidence on what the employer
promised, he added
"It's amazing the number of
plans without this language," said
Mr Casciari .
Many employers that failed to -
include such language in the
agreements and were later sued
by retirees facing benefit cuts
have argued unsuccessfully that
the benefits were subject to the
tsrzgtl,el\jlfgss;;rﬁo?r?tgirihfon_ WHEN YOU HANDLE RISK, IT'S 10 CREATE SMART SOLUTIONS, TOP FIVE INDEPENDENT WHOLE-
eq|_L|16afice)(;ief:lrgrejl:enf(ijtzdt(:);z\t/ilfelre]z TOUGH 10 HOLD ON TO SUCCESS. FAST, AT COMPETITIVE PRICES, FOR SALE BROKERAGES. WHEN EVEN
tahr;dmarc‘:'fl\t/:eesn;rr;vr:zysﬁi ;2{2: zzf THE DIFFERENCE IS IN THE SKILL OF VIRTUALLY ANY TYPE OF RISK - THE  MOST  ORDINARY RIS
tives, the implication is that the

retirees’ coverage ends when the THE PERFORMER. AT CRC, WE'RE SIMPLE TO COMPUX. IT GIVES OUR DESERVES AN EXTRAORDINARY
actives' coverage ends "

255

Eliminating the suggestion that EXPERTS IN HANDLING RISK. WE CLIENTS THE UPPER HAND. AND SOLUTION, CALL CRC. PERFORMANCE
retiree medical benefits vest also

is crucial, and all employers must
address that issue on several
fronts, according to Mr Casciari
He suggested that employers
note in plan documents and in

PERFORM AS INSURANCE BROKERS IT'S MADIE US ONE OF THE NATION'S IS THE DIFFERENCE G EXE

ONE INI)EPENDENCE PLAZA SUITE 912 / BIRMINC,HAM AL 35209 / 1-800-824-1709
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More employment practices claims seen

By DAVE LENCKUS

CHICAGO-A formal program
for handling workers' employ-
ment-related claims is the best
chance employers have to control
costs in battling the next round of
such complaints, an employer at-
torney says.

Avoiding or cost-effectively re-
solving those claims, which likely
will center on alleged violations of
federal benefits and disability
laws, "deserves the same amount
of attention as other employment
issues,"” said attorney Thomas J.
Piskorski, a partner with Seyfarth,
Shaw, Fairweather & Geraldson in
Chicago.

"You 're looking for early
signs-not spending $200,000 on
every lawsuit," Mr. Piskorski said

at the Benefit & Employment Law
Litigation conference, sponsored
by the American Conference Insti-
tute in Chicago last month.
"Claims administration is the best

area to focus on.”

Employers already have had
some success minimizing their
costs for age- and pregnancy-re-
lated sexual discrimination claims
by focusing on handling such
claims internally, he noted.

During the next few years, ern-
ployers can use the same process
to successfully handle an expected
growth in the number of claims
that will allege violations of the
Employee Retirement Income Se-
curity Act of 1974 and the Ameri-
cans with Disabilities Act, Mr.

Piskorski said.

To employers' advantage,
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ERISA requires employers to es-
tablish a procedure to handle such
claims, which must be exhausted
before claimants can bring them to
court.

ERISA gives employers great
leeway in designing those proce-
dures, he said.

AnNd, courts will defer to a
claims administrator's decision as
long as it is not arbitrary and ca-
pricious, "which gives the ern-
ployer an enormous advantage in
getting out of a lawsuit quickly
and cheaply and as a winner," Mr.
Piskorski said.

An exception may arise if the
claims administrator is a company
executive who holds some respon-
sibility for maximizing company
profits. Especially in cases involv-
ing huge claims, some courts have

not deferred to the administrators
rulings because the courts believed
there were conflicts of interest.

Still, employers should review
claims procedures to discover
where they should be fixed, Mr.
Piskorski said, outlining a list of
standards by which courts mea-
sure all claims procedures.

Topping the list is ,fairness, or
ensuring the claimant "got a fair
shake."

Courts want the procedures to
produce what Mr. Piskorski called
"a high-quality decision."

That means the claimant was
given ample opportunity to ex-
plain his or her case and that the
judgment was clearly explained to
the claimant.

Giving claimants plenty of op-
portunity to file any and all evi-

dence in support of their claims
not only demonstrates fairness to a
court, it also could strongly weigh
in the employer's favor if the
claimant tries to introduce new ev-
idence at trial, Mr. Piskorski said.
In those cases, the court may not
allow new evidence.

Before a decision is rendered,
the claims administrator also
should consider conducting a
hearing. Although that may be
costly and time-consuming in the
short run, it further demonstrates
to a court the fairness and quality
of the claims administration pro-
cess, Mr. Piskorski said.

However, he recommended that
such hearings be held at the ad-
ministrator's discretion and not
automatically afforded to all
claimants.

Mr. Piskorski also warned
against failing to provide a claim-
ant a formal written decision.

Employers should review
claims procedures to
discover where they
should be fixed, says

Thomas J. Piskorski.

Many claims administrators com-
municate their decisions over the
phone or in one-line letters, he
said.

"That's not quality," he stressed.
"When that decision gets in front
of a federal judge, your chance of
having a decision giving deference
to you is zero."

The claims administrator's deci-
sion instead should be a carefully
thought-out explanation that the
court is "very reluctant to sec-
ond-guess and mess with," he said.

It should cite the plan provisions
upon which the administrator re-
lied to deny a claim against the
employer and an explanation of
why a claim is ineligible under
those provisions.

The administrator also should
cite prior decisions that support
the current one.

Mr. Piskorski said that an em-
ployer he currently is defending
for denying a claim provided the
claimant a 35-page explanation
that addressed every point the
claimant raised.

That case still is being litigated

For disputes involving compli-
cated issues, an employer should
consider seeking legal advice, Mr.
Piskorski suggested. If the case
moves to the courts, the employer
at least can argue it sought outside
help to resolve the matter.

However, he stressed that legal
counsel should be considered only
on a case-by-case basis.

In addition, Mr. Piskorski em-
phasized that many courts do not
consider legal advice in such cases
as privileged communications,
which means the claimant can use
it as evidence. Those courts reason
that the claims administrator can-
not keep such legal advice confi-
dential because the administrator
is a fiduciary whose function is to
act in the claimant's best interest.

"It's something you really need
to be aware of," he said.

Even before a claim is filed, em-
ployers can bolster their chances
of quickly and cheaply dispensing
with claim disputes.

"l can't tell you the number of
lawsuits | get (to defend) because a
provision of an SPD is screwed
up," said Mr. Piskorski, referring
to summary plan descriptions.

Continued on ncrt page
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Help on ADA compliance available to employers

By DAVE LENCKUS

CHICAGO-The Americans
with Disabilities Act can be an in-
expensive catalyst for employers
to review and redefine jobs
throughout their companies so
they all add value to the organiza-
tion, an employer attorney says.

The effort can be a kind of cor-
porate cleansing process, though
employers don't have to face it
alone, according to William R.
Sullivan Jr., a partner with Franc-
zek Sullivan Mann Crement Hein
& Relias in Chicago.

"It's very difficult for employers
to get their hands around (the
ADA) so they can understand it
and comply with it," Mr. Sullivan
said at the Benefit and Employ-
ment Law Litigation conference,
sponsored by the American Con-
ference Institute in Chicago last
month.

But, the threat of not complying
with the law is real.

ADA-related claims accounted
for nearly 19,000, or about 20%,
of the more than 91,000 new cases
filed with the Equal Employment
Opportunity Commission in fiscal
year 1994, EEOC figures show.

The impairments most often
cited in the 1994 claims involved:

= Back problems, which ac-
counted for nearly 7,500 cases, or
19.6% of the total.

- Neurological problems, al-
most 4,700 cases, or 12.2%.

= Emotional and psychiatric
problems, more than 4,300 cases,
or 11.4%.

The number of such cases that
moved from the EEOC hearing
stage to the courts increased
about sixfold last year to about
270 cases, Mr. Sullivan said.

"You, as an employer, are going
to have to be somewhat imagina-
tive in how you deal with disabili-

' ties," he said.

, Among the concepts under the
ADA that employers and the
courts are struggling with in de-

, termining whether an employer
has complied with the act is how

to determine whether a disabled

job candidate is qualified to per-
form what the act calls "the es-

sential functions of a job."

Some situations, like a job can-
didate missing an extremity who
is applying for an accounting po-

' ifion, for example, will be easier
to deal with than others, like an
insulin-dependent applicant for a

Claims

Continued from previous page

"Your SPD better have that

claims procedure down perfect,"”
including the time limits on filing
claims and appeals to the program
administrator's decision, he said.
: In addition, to strengthen the
employer's case in federal court
that its claims administrator's de-
cision was not arbitrary and capri-
cious, the employer should state
, that the administrator has "discre-
tionary authority to determine eli-
gibility for benefits or construe the
terms of the plan,” he said.

Mr. Piskorski also advised em-
ployers to hire highly competent
employees for their claims depart-
ments and to treat them well.

"That in the long run will pro-
duce the quality and fairness I've
been talking about," he said.

Even though this department
handles sophisticated and expen-
sive issues, a claims administra-
tion position "is not a great job to
have" because employers often

treat these personnel badly, he
said. In.

truck driving position.

An employer can fairly easily
determine the accountant appli-
cants' qualifications by, for exam-
ple, requiring that the successful
candidate have a certified public
accounting designation, Mr. Sulli-
van said.

Federal regulations, though,
prohibit insulin-dependent per-
sons from driving commercial
trucks, he said.

Employers have to determine
the responsibilities the job holder
will have and the physical, motor
and mental capabilities they must
possess "to get the job done.”

"This act is going to make you
pay attention to job descriptions,”
Mr. Sullivan said. "It doesn't re-
quire that, but it's smart to do."

Indeed, conducting such an ex-
ercise throughout the organiza-

tion to determine what each em-
ployee should be doing and what
is wanted from each position
could be enlightening, Mr. Sulli-

van said.

"It'11 force you to look at jobs

ADA-related claims
accounted for about
20% of the more than

91,000 cases filed with
the EEOC in fiscal 1994.

and see if they're all adding value .
to the enterprise,"” he said.
Employers may find that many
jobs have changed gradually over
time and that they are substan-

tially different from the compa-
ny's own description of those jobs.

While those efforts may help
employers more clearly under-
stand whether a disabled job can-
c(late can perform the essential
functions of a job and how such
candidates should be accommo-
dated in the workplace, employers
still may need additional help.

A "very, very helpful” organiza-
tion is the Job Accommodation
Network, Mr. Sullivan said. The
federal program is a clearing-
house of ideas on how to accom-
modate employees with disabili-
ties (BI, Oct. 17, 1994).

The information JAN provides
also includes names and addresses
of employers using the various ap-
proaches.

"They don't always hit the nail
on the head, but they are very

good and very forthcoming with
ideas," Mr. Sullivan said.
The cost: "They want to know

what you're doing," he said.
The toll-free number for JAN is

800-526-7234..

Mr. Sullivan also suggested con-
sulting with medical experts, oc-
cupational therapists and indus-
trial practices experts on how to

accommodate disabled workers

best.

"It's money well spent,” he said.
"Even $1,000 is cheap compared
with litigation costs."

And, the cost of making the ac-
commodations generally is mini-
mal, he said.

Half of the accommodations
employers have made cost less
than $50, and 40% cost between

$50 and $1,000, according to Mr.
Sullivan. IMI
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= Prohibiting the use of expert lation for the National Assn of considerable
testimony that IS not based on Manufacturers in Washington He

at the Risk & Insurance Manage-

Reform

Conbnued from page 3

"Uniformity is a key element, ment Society Inc, said Paul
added that NAM will support that goes without saying, but that Brown, the Society's director of
Expert testimony paid for on a product liability reformm measures cap on the damages is extremely government affairs He noted that
contingency fee basis would also when they are introduced in the important,” agreed Peter Eide, New York-based RIMS supported

Although S 687 would have be prohibited, subject to judicial Senate
abolished the imposition of loint discretion

"scientifically valid reasoning

cases

manager-human resources, law last year's Senate product liability
Mr Ifineran said the inclusion and policy for the U S Chamber reform bill and that the society

and several liability in product 11- = Asking states to require that of limits, which he called "pum- of Commerce in Washington

hopes to release a white paper on
ability cases, it would not have attorneys in contingency fee cases tive proportionality,” on punitive "We'd like to remove the lottery product liability in the near fu-
limited punitive damage awards reveal to clients the actual work damages in product -lability cases mentality in this issue "
It did, however, contain one pro- performed and number of hours was perhaps the most important
vision lacking in H R 10 a prohi- spent on that work difference between HR10 and preference for one bill or the reform this year ,we'dbe
The House Republicans' "Con- the earlier Senate bill He said other "We are very anxious that thrilled,” he said
suits involving capital workplace tract with America" also calls for that calling such hmits "caps" something get passed,” he said, While "the cap on punitives is
goods that were more than 25- curbs on certain securities suits, was a "misnomer" because the adding that the Chamber would obviously something” that many
years-old including encouraging the use of punitive damages in cases where like to get a "broad" product lia- reform advocates want, the prod-
In addition to product liability, arbitration in such disputes, ap- multimillion-dollar actual dam- bility bill enacted
H R 10 also proposes a number of plying limited application of the ages are awarded could still be
general civil iustice reforms, in- loser-pays rule and limiting the
cluding

ture
Mr Eide declined to express a "If we could achieve even more

bition on product liability law-

uct liability reforrmn measure has

The situation is much the same Continued on next page

right of "professional plaintiffs”
- Requiring the loser in certain to participate in class-action se-
federal civil cases to pay part of curities suits

the legal costs of the winner This "To a lot of the business com-
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would apply only to "diversity” munity, (H R 10) probably Is
cases, which involve state claims preferable" to S 687, said

filed in federal court between par- Lawrence Fineran, assistant vp-
ties from different states
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to be looked at as a "package,”
said Melissa Wolford, director-
federal affairs for the American
Insurance Assn. in Washington.
When reforms such as restrictions
on admissible expert testimony
are taken into account, the AIA
views H.R. 10 as a stronger piece
of legislation than S. 687, she said.

Victor E. Schwartz, a partner in
the Washington law firm of Crow-
ell & Morning and a longtime ad-
vocate and lobbyist for a uniform
product liability code, predicted
that reform proponents would
also push for some limitations on
punitive damage in an upcoming
Senate product liability bill spon-
sored by the same bipartisan
group that shepherded S. 687 last
yvear.

Meaningful tort reform is
something that provides meaning-
ful predictability," such as a spe-
cific statute of repose or some lim-
its that can be stated on the
amount of punitive damages, said
Mr. Schwartz. In contrast, juries
can "speculate all over the place”
as to what constitutes clear and
convincing evidence, he said.

He predicted that the "loser
pays" provision of H.R. 10 would
prove to be the most controversial
part of the bill, adding that it
would have extremely limited ap-
plication. He also predicted Con-
gress will be more willing to take
up other civil justice reform mea-
sures, such as a ban on multiple

punitive damages, as the session
progresses.

Mr. Schwartz called the odds of
passage "good" but with three
provisos: "that the business com-
munity stay united; that the appe-
Ute for reform remain reasonable;
and that people watch the calen-
dar. If the calendar slips away,
and if we're discussing these
things in similar vague terms a
year from now, there will be a
problem.”

Another longtime advocate of
product liability reform had simi-
lar caveats.

Tom O'Day, associate vp in the
Alliance of American Insurers'
Washington office, said there is a
"much higher probability that we
can get something through Con-
gress" if the bill has strong bipar-
tisan support and it is seen "as
reasonable and fair to both manu-
facturers and consumers.” He
added that if the bill is not seen as
good public policy, "l don't think
it can make the 60-vote cutoff"”
necessary to end a filibuster.

To win approval, the bill must
not be viewed as something that
will deprive people of their legiti-
mate rights but rather as a mea-
sure that will make the "system
more predictable and fair," he

said.

"We still need that hurdle of 60
votes," agreed NAM's Mr. Fine-
ran. "There's a perception that it's
a done deal, which it isn't,"

Although the Chamber's Mr.

Business Insurance, January 16, 1995 / 45

Product liability reform: why and how

D-- Punitive damages only when claimant shows by

"clear and convincing" evidence that harm was caused
by malicious conduct.

lI»- Punitive damages capped at three times actual

damages or $250,000, whichever is higher.

81»- No joint liability for non-economic losses; each
defendant responsible only for its portion of actual harm.

Di- Product sellers can be held responsible if proved
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Eide said he thinks there's an "ex-
cellent chance" that a product lia-
bility bill would gather enough
support to override any presiden-
Ual veto, Mr. Fineran wasn't quite
as optimistic.

"The administration has never
said where they are on this issue.
The business community would
like to submit a bill to the presi-
dent that he could sign," he said.

No lobbyist could hazard a
guess as to how many additional
product liability cases would end
up in the federal courts if H.R. 10
becomes law. According to the
Administrative Office of the U.S.
Courts, 18,959 product liability
personal injury suits were filed in

Bill would offer tax break on long-term care

1993
found or can't pay.

federal district courts during the
12 months that ended Sept. 30,
1993, the last period for which
data is available. That repre-

negligent or if negligent manufacturers can't be

GRAPHIC BY KIM ROME
sented a more than 52% increase
from the 12,437 such suits filed

during the same period a year ear-
lier. -1

By JERRY GEISEL

WASHINGTON-Group long-term care cover-
age-a small but rapidly growing market-would
receive an important new tax break under legisla-
tion introduced by Republican leaders in the
House of Representatives.

Provisions tucked into the -Contract with
America," would clarify tax law to make clear
that employer-provided group long-term coverage
is a tax-deductible benefit.

Specifically, the Republican proposal, H.R. 8,
would allow employers to deduct as a business ex-
pense the premiums they paid for long-term care
insurance policies that provide benefits to workers
of up to $200 a day, while employer-paid premi-
ums would not be included as taxable income to
employees.

The $200-a-day maximum, which is well below
the limits typically offered through commercial
policies-would be indexed beginning next year to
annual increases in the medical care components
of the consumer price index.

In addition, employees would be allowed to re-
move-without paying taxes-funds from 401(k)
plans and individual retirement accounts to pay
for long-term care premiums.

Currently, the tax status of long-term care cov-
erage is murky.

Because of this uncertainty in the tax status,

employers making the coverage available typically
require employees to pay the full premium with
aftertax dollars.

Most long-term care programs are financed
solely by employees through payroll deductions or
direct billing. Even without any tax breaks, em-
ployer-provided long-term care coverage is rap-
idly growing.

A survey by the Health Insurance Assn. of
America in Washington found that in 1992, the
most recent year for which complete information
is available, slightly more than 500 employers of-
fered long-term care coverage to employees. In
1992 alone, 218 employers began to offer coverage,
gggforom 153 organizations in 1991 and only 81 in

Despite the growth in the group long-term care
market, typically when an employer offers cover-
age only a relatively small percentage of its em-
ployees-generally 5% to 10%-opt for the pro-
gram.

Variables that affect employee participation in-
clude the affluence of an employers' workforce as
well as the effectiveness of its communications
program, said Malcolm Cheung, general director
of group long-term care at John Hancock Mutual
Life Insurance Co. in Boston.

Employees purchasing coverage through em-
ployer-provided plans on average are 42 years old,
according to the HIAA study.
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Douglass

Continued from page 2

Mr. Douglass was appointed Ar-
kansas' commissioner of insurance
in 1990 by then-Gov. Bill Clinton.
His election to NAIC president last
month quickly follows a six-month
stint as vp of the insurance regula-
tors' group.

His predecessor as president of
the NAIC, David Walsh of Alaska,
calls him a fast learner who ab-
sorbed the intricacies of the NAIC
in half the usual time.

Mr. Douglass says that in several
areas the NAIC has scored recent
successes that he hopes to build on
this year.

First, he wants to coordinate state
regulatory reaction to marketplace
misconduct by insurance companies.
It will be "quite a challenge because
market conduct laws vary substan-
tially from state to state," he said.

The NAIC last year coordinated
an agreement in which Metropolitan
Life Insurance Co. paid $20 million
in fines and made full restitution to
customers who had been misled by
its agents in several states.

On the accreditation front, Mr.
Douglass said he does not think a
market conduct standard will be de-
veloped soon.

But he does hope that the Arkan-
sas Insurance Department will sue-
ceed in its first attempt to join the
44 already accredited.

The "true measure" of the pro-
gram's widespread acceptance is
that fact that even non-accredited
states-including Arkansas-have
passed laws to move them closer to-
ward accreditation, he said.

The NAIC's accreditation review
team is expected to visit Arkansas
early this year, said Mr. Douglass,
who held off requesting a review
until department analysts had more
experience.

Though a booster of the accredita-
tion program, Mr. Dcuglass has
demonstrated a willingness t6 li*ten
to its critics, too.

Supporters of Vermont's stalled
effort td become accredited, for, ex-
ample, cbmplain that the NAIC does
not understand alternative risk
transfer entities like captives and
risk retention groups and is not flex-
ible enough in dealing with them
(BI, Oct." 3, 1994).

Mr. Douglass supports assigning a
subgroup to specifically study alter-
native risk financing this year.

State legislators and a few insur-
ance regulators prefer interstate
con*acts to achieve more uniférm
regulation rather than the accredita-
tion program, which has rapidly ex-
panded in recent years.

Mr. Douglass also has demon-
strated a willingness to keep an
open mind about interstate com-

pacts, though their widespread use
could diminish the NAIC's role.

"It is an interesting concept and
worth looking into,” Mr. Douglass
said, though "a lot of questions re-
main.”

As the only commissioner with an
ex-boss in the White House, Mr.
Douglass keeps an especially sharp
eye on the 104th Congress.

The Republican election victories
last fall in Congress and the state-
houses created an unusually favor-
able time for states to act on inter-
state compacts (Bl, Dec. 12, 1994)

In addition, the diminished role of
Rep. John Dingell, D-Mich., is ex-
pected to decrease pressure for fed-
eral solvency regulation and in-
crease support for state-based solu-
tions like compacts.

Republicans' anticipated distaste
for federal insurance regulation is
considered especially good news by
state insurance regulators.

Other top federal legislative prior-
ities remain, though, including ma-
jor changes in Employee Retirement

it's Not for Everyone
But # can be...

You wouldn'tgo rafting without an

experienced guide..Wby should it be any
different witb tbe Alternative Market.

When negotiating the rapids, it's best to have someone
along who's been this way before. Same thing with
Workers' Compensation. You need a strong, steady,
experienced hand at the controls. Or else...

Commonwealth Risk, an acknowledged Alternative Market
leader, has negotiated the challenges of a rapidly changing,
continually shrinking Workers' Compensation market.

Strength of product, expertise, and the support of
The MRM Companies make the difference.

Times have changed. Business has changed. Companies in

touch with the market change. Commonwealth Risk has

an array of products to accompany its success in Workers'

Compensation. Packaged with Auto and General Liability

coverages, they represent multi-line casualty capabilities.

We also have distinct advantages on association/group

programs. Offshore and onshore captive management

facilities offer unique features to insureds. Agency captives,

which are becoming popular, present attractive

opportunities to brokers and agents. Whatever your

commercial property-casualty needs, we can find a

solution to your particular situation.

Never considered an Alternative Market company? No

reason to hesitate. Commonwealth Risk has the knowledge
and expertise to guide you along the way That comes from

knowing the current.

For more
information,

please call:

Philadelphia, PA (215) 979-3300
Orange, CA (714) 978.0577
London, England 071-247-1066

CommonwealthRisk

An MRM Company

A leader in Alternative Risk Financing COinfnOnN#¥ealthRisk

Income Secubty Act. "ERISA is one
of the largest roadblocks to effective
health care reform," Mr. Douglass
said.

In a 1994 position paper, the
NAIC found "weaknesses and gaps"
in ERISA's treatment of employer-
sponsored health plans, especially
those plans claiming to be federally
governed (BIl, Sept. 19, 1994)

As for health care reform in 1995,
he urges watchers to keep their eyes
on the states, though Congress may
provide some incremental reform.

The NAIC has had some successes
on Capitol Hill, notably lobbying for
federal insurance fraud provisions
that ended up in the crime bill the
president signed into law last year.
The bill primarily focused on inter-
nal fraud, in which criminal acts
like embezzlement could threaten a
company's solveney, rather than
policyholders' fraud (Bl, Aug. 8,
1994).

Another emerging national issue
is the appropriate role for state in-
surance regulators to play in major
insurance company mergers and ac-
quisitions, such as the Zurich Insur-
ance Group-led deal for Home
Holdings Inc. (see story, page 2).

Speaking generally, Mr. Douglass
said a regulator must make sure
protections are in place primarily
for current policyholders and sec-
ondarily, for unsophisticated indi-
vidual stockholders. A regulator
needs to assess the acquiring corn-
pany's track record and goals and
may have to require the parent corn-
pany to provide guarantees or rein-
surance to ensure solvency, he said.

Mr. Douglass also has goals for
the NAIC's own internal operations.

He plans to continue Mr. Walsh's

commitment to harmonization of

state insurance laws and automa-

tion changes that will reduce cost
and increase efficiency for insurers
and regulators alike.

New automation changes include
testing a producer database and de-
velopment of an automated system
for rate and form filings, dubbed
SERFF. The NAIC also is moving
away from heavy dependence on a
mainframe computer to a more flex-
ible client/server system to help
state regulatons communicate better
with each other and the NAIC.

Mr. Douglass also said he plans to
ask NAIC regulators to re-evaluate
its current use of informal technical
resource groups, which replaced
more established advisory groups.
Some regulators have complained
that the new arrangement is too
cumbersome and may involve too
many people.

He also favors the NAIC's recent
emphasis on openness in developing
its budget and pledges to continue
it. He does not, though, favor modi-
fying the group's by-laws to ensure
open budget meetings in the future,
as urged by AM. Best Co., among
others.

Mr. Douglass gets high marks
from employens and insurers in his
state, in addition to his regulator
colleagues.

"Lee Douglass is a very competent
and capable individual," said Ron

Russell, executive vp of the Arkan-
sas State Chamber of Commerce

and Associated Industries Inc. in
Little Rock.

He played "an extremely impor-
tant role" in helping the state Legis-
lature renovate its workers compen-
sation system two years ago, Mr.
Russell added. "He's a fair individ-
ual who pulls no punches. | think he
is respected equally by management
and labor, which is a pretty tall or-

der."

Mark Skinner, regional senior
counsel for the American Insurance
Assn. in Austin, Texas, praised Mr.
Douglass and his department staff
for their willingness to listen. "If we
make our case, he is very reasonable
in addressing our concerns”" W
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INTERNATIONAL

Art theft increase blamed on organized crime

By ADRIAN LADBURY

LONDON-ATrt collectors, po-
lice and insurers are increasingly
blaming organized crime for the
rapid growth in fine art theft in
Europe.

In the United Kingdom, for in-
stance, 60 valuable artworks were
stolen in the second half of 1994

alone-the average annual num-
ber of thefts from 1989 to 1993

was only 80-according to the
U. K. Museums and Galleries
Commission. The agency had no

figures on the value of those
works.

The most recent theft occurred
Jan. 7, when a 16th century mas-
terpiece by Tiziano Vecellio, or
Titian, was taken from the stately
Wiltshire home of Lord Bath.

Worldwide, some $3 billion
worth of art and valuable objects

P&1 club

By MARIA KIELMAS

Survivors and relatives of the
victims of the "Estonia" ferry di-
saster in the Baltic Sea have been
offered an estimated $53 million
to $67 miillion in compensation by
the Norwegian protection and in-
demnity club, Assuraneeforenin-
gen Skuld, which insured the ves-
sel's third-party liabilities.

The 400 million to 500 million
Swedish kronor settlement offer is
higher than the maximum 275
million Swedish kronor ($36.6
million) that the company is le-
gally obligated to pay under
Swedish maritime law, but is con-
siderably smaller than the com-
pensation that might have been

currently are missing, according
to the Art Loss Register, a data-
base in London set up specifically
to register fine art and antiques.
The data base is used by interna-
tional police agencies, insurers,
dealers and owners to trace stolen
goods.

Caroline Wakeford, general
manager of the register. said ex-
perts blame much of the recent
spate of thefts in the United King-
dom and Europe on ransom hunt-
ers, political groups and espe-
cially organized crime.

"The Federal Bureau of Investi-
gation in Washington recently
asked for access to our database
so they could link organized crime
and the laundering of money via
art. There is certainly a link be-
tween art thefts and drugs," she

said.

A spokeswoman for the FBI said

it has long recognized the connee-
tion between art theft and orga-
nized crime and has established
links with many U.S. and interna-
tional art agencies and founda-
tions to help fight art theft. It has
also set up its own database,
called the National Stolen Art
File, "to help law enforcement
agencies resolve this ever-increas-
ing problem."”

The number of art theft cases
dealt with by the FBI has in-
creased steadily since the early
1980s. In 1983 it dealt with only
18 cases, compared with just un-
der 60 in 1992. The bureau also
calculates that in 1992 almost $50
million worth of art was stolen in
cases it dealt with in the United
States, compared with less than
$10 million in 1983.

The insurers of the latest high-

Continued on next page
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Lord Bath displays a copy of the Titian painting stolen Jan. 7 from his home.

makes ferry disaster settlement offe r

offered for a similar disaster in
some countries, like the United
States.

"There is a different tradition in
Scandinavia," said Espen Kom-
naes, an Oslo, Norway-based law-
yer who represents many of the
victims and survivors. Scandina-
vian laws do not include compen-
sation for pain and suffering or
punitive damages, he explained.
"There is a strong belief that life
is not substituted by money."

The compensation, which would
apply to more than 80% of the po-
tential claimants, was hammered
out by a "negotiating group” of
eight plaintiffs' lawyers repre-
senting the various national
classes of claimants. including

Swedes, Estonians and Norwe-
gians. This group then reported to
a "reference group" of 20 plain-
tiffs' lawyers.

Most of the other claimants con-
sist of crew members, who are
represented separately.

The settlement offers have been
mailed out to approximately 3,200
people, who have until March 20
to respond.

The Estonia, a German-built
roll-on, roll-off ferry, capsized
and sank within five minutes on a
nighttime voyage on the Baltic
Sea, resulting in the deaths of
more than 850 of the nearly 1,000
passengers and crew (BI, Oct. 3,
1994).

Compensation offers have been

Insurers regard plummeting peso
as a temporary Gbump in the road'

By ROBERTO CENICEROS

Never mind that the peso's steep tumble could
trigger a severe retraction of Mexico's economy.

Insurers that invested heavily in recent years,
anticipating an expanding Mexican economy, are
continuing with their long-term plans to offer new
products for indigenous companies and multina-
tionals operating south of the border.

The peso's nearly 40% decline as of last week,
which caused stocks to tumble and some manufac-
turers to hold off on expansion plans, is merely a
temporary problem that does not wipe out the
long-term potential for reaping premiums, insur-
ers operating in Mexico say.

"We are not frightened," said Jose Antonio de
Sousa, chief executive officer of Zurich Insurance
Co.'s operations in Mexico City. "In fact, we antic-
ipated a certain devaluation because we knew the
peso was overvalued. What we didn't anticipate
was the intensity (of the peso's decline). But we
will not change any of our plans to expand.”

Had Zurich guessed how intense the decline
would be it could have fared better when it re-
cently moved in start-up capital for a new group
life insurance unit, Mr. de Sousa said.

But the fact that it moved the capital, even after
the peso began to tumble, is a sure sign the insurer
is committed to the market, he added.

"1995 in economic terms will be a lost year,"” Mr.
de Sousa said Thursday after hearing a Mexican
economist state the country faces a severe reces-
sion. "But we are not planning for 1995. Our stra-
tegic planning is for five years."

Aside from the group life subsidiary Zurich is
developing in Mexico, the insurer also owns a 51%
stake in a commercial property/casualty unit

called Zurich Chapultepec. Mr. de Sousa said Zur-
ich currently is talking with shareholders and the
Ministry of Finance for approval to eventually buy
the remainder of the company.

Mr. de Sousa also predicts growth and expan-
sion of a Zurich representative office in Mexico
City offering reinsurance for Mexican and Latin
American insurers.

Despite dashed hopes for immediate growth in
Mexico's economy, several insurers remain de-
voted to prospects in Mexico.

"We're comfortable and confident the (Mexican)
market and all its potential still exists," said Jo-
seph Graziano, executive vp and director of the
international division of Reliance National Insur-
ance Co. in New York. "We're devoted to develop-
ing the same niche markets (in Mexico as) we have
in the United States.”

To develop a market share, Reliance National in
1993 bought a partnership in a small Mexican
auto insurer, now called Seguros Renamex (Reli-
ance Nacionale de Mexico). Last October, Reliance
National increased its ownership to 100% and
could eventually drop consumer auto insurance,
Mr. Graziano said.

The company has bigger plans.

Any day now, Mr. Graziano expects to receive
permission for Reliance National to become the
first foreign insurer to offer directors and officers
liability coverage in Mexico, he said.

"It's a Mexican product,” he added. "It's not a
translation of a U.S. policy."

Reliance National also plans to offer profes-
sional liability coverage for attorneys and physi-
cians and risk management services in Mexico.

Mr. Graziano called the peso devaluation disap-

Continued on page 51

divided into 10 categories: one for
the survivors and nine categories
of family relationships for the viz-
tims' relatives.

Swedish and other Western Eu-
ropean national survivors would
be paid a lump sum of 150,000
Swedish kronor [$19,950) on aver-
age. Estonian survivors would be
paid 65% of th.s total, or about
$13,000, reflecting the lower cost
of living in Estonia.

The passengers aboard the Esto-
nia represented 17 different r.a-
tionalities, though none were U.S.
citizens.

Lawyers for s) me Estonian sur-
vivors have argued that Estonians
should receive :he same compen-

sation as Swedes and other na-

tionalities. They were expected to
file claims for the higher compen-
sation with the P&l club in Swe-
den on Jan. 11. The average an-
nual wage in Estonia is the equiv-
alent of 20,000 Swedish kronor
($2,660).

The largest of the nine levels of
compensation to survivors would
be for children orphaned in the
disaster. They would each receive
an average lump sum payment of
500,000 Swedish
($66,500)-325,000 Swedish kro-
nor ($43,225) in Estonia-and ap-
proximately $500-about $350 in
Estonia-monthly until they
reach the age of 19.

kronor

The lowest compensation level
Continued on page 51

U.K. convictions

may alter stakes
for safety duty

By CAROLYN ALDRED

HAMPSHIRE. England-Com-
panies and their directors may
face a greater exposure to corpo-
rate manslaughter charges fol-.ow-
ing the first corporate manslaugh-
ter conviction by a British law
court and proposals to revise the
law on manslaughter.

British lega. history was made
last mcnth in Winchester Crown
Court in Hampshire when leisure
company OLL Ltd. and its man-
aging director, Peter Kite, were
convicted of manslaughter after
four teen-agers died during a ca-
noe trip planned by OLL Ltd. Mr.
Kite was jailed for three years and
his company was fined £601,000
($93,786).

Although =he case does not
change the 1:w on manslaughter,
it is expectec to alert companies
and directors to corporate respon-
sibility for safety.

"It changes things in that it is
the first successful conviction,”
said Jonathan Wood. a partner
with Londcn-based law firm
Clyde & Co. ' Directors and share-
holders should be on their guard.”

Mr. Wood, who used to practice

criminal law in Manchester and

now specializes in insurance law,
said he expects prosecutions to re-
main rare because it is difficult to
convict companies.

Companies can be convicted
only if prosecutors prove that one
employee did everything neces-
sary to constitute manslaughter.
ANd that is often difficult to dc,
especially with large companies.

Meanwhile, the Law Commis-
sion, which is reviewing the law
of manslaughter, is expected to
publish proposals early this year
that would make it easier to se-
cure a conviction by removing the
onus on prosecutors to prove that
one employee was fully respons.-
ble for the company's actions,
lawyers say.

Any changes in the law would of
course be of interest to risk man-
agers.

"l don't think that there's a lack
of awareness of the potential for
imprisonment for (corporate)
criminal negligence, but it hasr.'t
been an issue” that British execu-
tives and risk managers have had
to confront, said Alan Fleming,
executive director of the Assn. of
Insurance & Risk Managers in In-
dustry & Commerce.

Continued on page 51
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Art thetft

Continued from previous page
profile U.K. loss, the stolen Titian
painting, say there is mounting ev-
idence that this and other recent
heists could be the work of orga-
nized gangs affiliated with eastern
European gangs that have started
to move in to western Europe.

"It is very difficult to speculate
at the moment on who may be re-
sponsible for this robbery, but
there are a lot of people who now
make a connection between the
great increase in art thefts in the
United Kingdom and continental
Europe and the rise of organized
crime, especially in Eastern Eu-
rope," said David Scully, London
market manager for Nordstern Art
Insurance Ltd., the London sub-
sidiary of Nordstern Allgemeine
Versicherungs A.G. in Cologne,
Germany.

Nordstern, which along with
Lloyd's of London syndicate 33,
managed by Hiscox Syndicates
Ltd., the leading London and in-
ternational fine art insurer, fully
insures Lord Bath's Longleat es-
tate in West England.

Mr. Scully said that he was un-
able to give a true value for the Ti-
tian, "Rest on the Flight into
Egypt,” but said that most sources

shire police on the case.

Shortly before Christmas, a
painting by Dutch master Rein-
brandt, of his mother, was stolen
from the home of Lord Pembroke,
near Salisbury, also in Wiltshire. It
has not been recovered yet.

The chances of retrieving the Ti-
tian painting were improved last
Monday by the decision of the
Scotland Yard fine arts and an-
tiques squad to assist Wiltshire
police with the case.

The specialty squad, which is
well-regarded throughout the
world for its expertise in art re-
trieval, was instrumental in the re-
covery of Edvard Munch's "The
Scream," which was stolen last
February from Oslo, Nonvay (BI,
Feb. 21, 1994).

Mr. Scully said that the cost of
fine art insurance will certainly

increase as a result of the recent

spate of thefts and also predicts
that insurers will look much more

closely at the way they value the
artifacts covered.

"You will probably find that in-
surers will be more particular and
analyze each risk a lot more care-
fully. Probably (fewer) risks, espe-
cially in Lloyd's, will be placed on
a sum-insured basis where under-
writers really have no knowledge
of the true risk. | think we will see

a trend toward underwriters in-

'1 think we will see a trend toward
underwriters insuring (art) on a full-value
basis and so the premium will go up, if not
necessarily the rate,' says David Scully.

"appear to agree" on about £5 mil-
lion ($7.82 million).

The thieves also took two other
paintings, which Mr. Scully de-
scribed as a "contemporary copy
of a minor Dutch artist™ and a
painting by "a minor Venetian art-
ist." He was unable to give full
values for these paintings, but said
neither exceeded "five figures."

Soon after the robbery was dis-
covered, the insurer offered a re-
ward of £100,000 ($156,380) for
the return of the paintings. Mr.
Scully believes that the reward
will greatly increase the chances of
retrieving the paintings.

"You can usually be certain that
those that scaled the wall will not
be the final recipients of the paint-
ings, and so the reward could be
useful. People do let things slip
over a pint in the pub,” he said.

The underwriter said that Lord
Bath's security measures are as
good as any installed at a country
mansion in the United Kingdom.
He said the thieves, who broke in
through a window after smashing
a security light, set off the house
alarm system. Security guards
made it to the scene of the crime
quickly, but not soon enough to
prevent the thieves' getaway.

Mr. Scully said that loss preven-
tion measures are constantly mon-
itored and improved at country
mansions and museums with valu-
able collections. However, he said
that it will always be difficult to
protect such houses, because they
are usually so remote and large,
have many access points and are
often open to the public during the
day.

On Sunday, Jan. 8, hours after
the Titian robbery, burglars broke
into the house of writer Auberon
Waugh near Taunton, Somerset,
less than 100 miles west of
Longleat. Local Somerset police
said the two raids may be con-
nected and are working with Wilt-

suring on a full-value basis and so
the premium will go up, if not nec-
essarily the rate,"” he said.

Ms. Wakeford also believes in-
surers will tighten up risk assess-
ment methods.

"l think insurers will look at
getting really good details about
each object insured. Many more
insurers and policyholders have
been looking at and using profes-
sional photographers over the last
few months. The better informa-
tion you have prior to the robbery,
the better your chances of recov-
ery," said Ms. Wakeford.

One leading fine art underwriter
said that loss prevention is con-
stantly being improved in this
area, but added that each time de-
fenses are improved, the thieves
find a way of overcoming them.

"There has been an increase in
thefts across Europe. Most muse-
ums are relatively well protected,

and there is an increased aware-

ness of the need for physical pro-
tection. But most of these build-
ings are big and have weak spots.
Some of them are clearly inside
jobs, such as the theft of 'The
Scream,' and are difficult to pre-
vent," said Robert Read, fine art
underwriter with Hiscox Syndi-
cate 33.

"You tend to find it moves in a
cycle,"” continued Mr. Read. "As
protective measures are improved
and claims decline, the criminals
catch up and up go the thefts
again.”

Mr. Read added that two paint-
ings by English painter J.M.W.
Turner, stolen from the Schirn
Kunsthalle in Frankfurt, last July,
have not yet been recovered. The
combined value of those paintings,
insured by syndicate 33, is esti-
mated to be $30 million (BIl, Oct.
21,1994).

He said that it is unclear

whether or not organized crime is
involved with these thefts. 1
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U.S. a leader in reinsurance: Study

By STACY SHAPIRO

LONDON-Ten countries domi-
nate the world's $150 billion non-
life reinsurance market, a recent
Swiss Reinsurance Co. report says.

The United States leads the world
in reinsurance demand and its rein-
surers collect the most premium of
any country, the report shows.

The German reinsurance market
is the second-largest in the world,
followed by the United Kingdom
and Switzerland, respectively.

Bermuda plays an import:ant role,
too, in that it is a larger market for
U.S. cessions and retrocessions than
London, Germany or Switzerland.

Surprisingly, auto insurance is the
most ceded business in the world,
followed by property, marine, avia-
tion and liability insurance.

These conclusions stem from
Swiss Re's SIGMA report on "Rein-
surance 1992: A Stocktaking of Ten
Countries," recently published in
English. The study includes data
from non-life insurance and reinsur-
ance departments and associations
published in the Canada, France,
Germany, ltaly, Japan, South Ko-
rea, Spain, Switzerland, the United
Kingdom and the United States.

Together, these 10 countries ac-
counted for 80%, or $113.1 billion,
of the world's total non-life reinsur-
ance premium volume in 1992, the
most recent year for which complete
statistics were available.

Based on 1992 figures, the U.S.
insurance industry leads the world
in reinsurance demand with $43.3
billion in premiums for cessions and
retrocessions, which is 28.9% of
worldwide non-life reinsurance pre-
miums.

The United States also is the key
supplier of reinsurance, with profes-
sional markets accounting for nearly
half-$30.6 billion-of the total

$64.4 billion in 1992 premiums sup-
plied by professional reinsurers in
the 10 nations.

"Due to the home market's im-
mense size of $240 billion in pre-
mium income, encompassing 35% of
the world's market in the non-life
segment, America's insurance indus-
try is primarily a nationally oriented
business sector,” Swiss Re's report
said. "Surprisingly, the same also
applies to the American reinsurance
industry,” though European-owned
reinsurance subsidiaries in the
United States account for 35% of
the total U.S. market share.

Total premiums ceded in the
United States were $160.4 billion in
1992, though more than $120 billion
of this amount is so-called "intra-
group" reinsurance. Of the $40 bil-
lion in premiums actually ceded, a
further $12.4 billion goes to insur-
ance pools and similar structures
rather than professional reinsurers.

"These consist primarily of the
compulsory pools in the lines of mo-
tor insurance and workers compen-
sation but also include the govern-
ment's harvest insurance and Elood
insurance programs as well as nu-
clear and aviation pools," said Swiss
Re, crediting the Reinsurance Assn.
of America for much of the U.S. in-
formation.

Of the $11.9 billion that the U.S.
market cedes abroad, Bermuda
takes first place, receiving $4.4 bil-
lion. This surpassed London, the
leading reinsurance center in 1991.
"A full half of this income, though,
is intra-group business between
U.S. insurers and reinsurance sub-
sidiaries don*ciled on Bermuda,"
the report said.

"IN contrast to the boom in the
early '80s, recent years have seen the
establishment of first-rate compa-
nies that are financed by large in-
surers or brokers and are stafEed by
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experienced personnel,” Swiss Re
said of Bermuda.

There were 1,324 insurers with
combined gross premiums written of
$15.1 billion registered in Bermuda
at the end of 1992. At year-end
1993, the market had $25 billion in
capital, of which $11 billion was
held by captives and $4.2 billion
was held by catastrophe reinsurers.
Catastrophe reinsurers' premium
volume is expected to reach $1 bil-
lion for year-end 1994, accounting
for 15% of the world's catastrophe
reinsurance, Swiss Re said.

Germany and Switzerland remain
the key net suppliers of reinsurance,
Swiss Re's report added. Of the 10
largest specialized reinsurers, five
are German and one is Swiss.

German reinsurers’ international
dominance is in part attributable to
the fact that its domestic insurance
market has existed for some time
and has been conducive to reinsur-
ance, the report said. The German
market's reinsurance demand is sec-
ond only to the United States’, ac-
counting for $23.8 billion, or 15.9%
of worldwide non-life reinsurance
premiums in 1992.

German underwriters cede more
reinsurance than underwriters in
any other country. German insurers
retain 70.5% of their premiums,

while companies in the other nine
countries retain an average of
80.6%. Germans, in fact, cede al-
most double that ceded by Japanese
insurers, even though both markets
have the same level of premium vol-
ume, the report noted.

Germany and Japan are alike,
however, in that auto business is the
"main pillar of the reinsurance busi-
ness," the report said.

Germany is also a key supplier of
reinsurance, accounting for $27.2
billion of worldwide non-life rein-
surance premiums, making it second
only to the United States.

The United Kingdom is the
third-largest supplier, with gross re-
insurance premiums written totaling
$19.1 billion in 1992.

Domestic UK. companies, how-
ever, retain 85.6% of their business,
resulting in a low domestic demand
for reinsurance. London market
companies only retain 66.6%, how-
ever. "The majority of reinsurance
placed in London comes from
abroad,” the report said, chiefly
from the United States.

A total of 19 reinsurers in Swit-
zerland showed gross premiums
written in 1992 of $7.9 billion, mak-
ing it the fourth-largest supplier of

reinsurance.

Japan accounts for 7.9%, or $11.8

Key reinsurance
markets

Gross premiums written

(in thousands)

United States $30,643
Germany 27,236
United Kingdom 19,113
Switzerland 10,508
France 8,783
Japan 7,623
Italy 4,956
Canada 1,686
Spain 1,658
South Korea 910
Total $113,116

Source:Swiss Re

billion, of the world's non-life rein-
surance demand in terms of premi-
ums ceded in 1992. Japan's auto lia-
bility dominates cessions, primarily
because the Japanese government
assumes 60% of the ceded premi-
ums on a quota-share basis. The re-
maining 40% Rows into a pool that
retrocedes the coverage to insurers.

Col 5, Depth PII.10 11.98 For a *ee
copy of the report, contact Swiss Re-
insurance Co., Economic Studies
Section, P.O. Bor, 8022 Zurich,
Switzerland, 411-285-2121.
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ing a claim against the insurer
"Before 1992, there were three
elements to any liability claim,”
amine the ballroom, it was Stlll perils made two major changes explained Xavier Remy, a senior
Authorities are still sifting too early to pinpoint the exact aimed at speeding up Belgium's assistant in Brussels with London
ANTWERP, B elgium-Both through the debris in the hotel's cause or to say what the final bill previously slow public liability law firm Clifford Chance "First,
property and Ilablllty exposures ballroom Early eyewitness re- for the damage may be claims procedure you had to prove someone was at
for the Switel Hotel-where a ports said the fire first took hold The hotel has £3 m-llion ($4 7 First, the law stated that the fault Second you had to prove an
New Year's Eve fire killed six of Christmas decorations hanging million) in property ins irance and owners of any places that have injury occurred Finally, you had
people and injured more than m the ballroom and quickly swept £12 17 milhon ($19 million) in public access must carry public 11- to show the link between the
150-are covered under policies through a crowded party at about public liability coverage, a Sun ability coverage of at least 500 two "
from Sun Alliance & London In- 11 p m Some blamed lighted can- Alliance spokesman said He million Belgian francs ($15 8 mil- Under the new law, claimants
surance PLC dles on a Christmas tree added that 100 property claims lion) More important for insur- need only prove they were injured
The Antwerp, Belgium, hotel is Martena Van Thello, wife of the had already been filed ers-the law established a princi- through no fault of their own
wholly owned by Queens Moat Switel's manager, said she Sun Alliance may have to settle ple of "oblective liability," mak- This allows them to file a liability
Houses, aUK property manage- thought It was unlikely that the claims from the fire much sooner ing it unnecessary for anyone in- claim without waiting for the con-
ment company based in Romford, candles caused the fire than would have been the case in jured in a public area to go clusion of an often drawn-out le-
Essex, and IS managed by the She added that because asses- Belgium only a few years ago A through the lengthy process of gal battle to determine who was
Bilderberg Group of Renkum, The sors had only Just moved in to ex- 1992 law regarding fire and other proving responsibility before fil- responsible

Belgian hotel is insured for New Year's Eve fire losses

By DIGBY LARNER

Netherlands
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WORK COMP TPA

BUSINESS OPPORTUNITY BUSINESS OPPORTUNITY

LARGE FLEET TRUCKERS

National Ft Lauderdale based surplus lines Tamaric, FL $20,721 - $37,903 DOQ Regs Leading marine services company seeks a So CA TFA with solid book of public/pri- LIABILITY INSURANCE COVERAGE
whole,dler seeks e\perienced underwnter Bachelor s Degree or equivalent ejp and Risk Manager Responsibillties ircludead vate business desires to erplore merger/ We are currently appointing producers for current Perhylianta life insurance license
Candidate should have minimum five years training and one yr safety admin exp ministration of the cverall insurance pro- strateg c alliance/partnering opportunities our large fleet progmm The program of-
e\perience Working knowledge of forms, Submit resume to City ofT,marac, Per- gram, absisting divisions m determining in- Reply Box 2905, Business Insurance, fers guaranteed cost and small deductible
eti,ill elacses of oil patch,upport .ind sonnel Dept, 75255 N.W. 88th Ave., surance requirements, claims management 740 N. Rush St., Chicago, IL 60611.

river Leuels Please send resume to Tamarac, FL 33321-2401
2150 S Andrews Ave., Ft. Lauderdale,
FL 33316. Attention PersonnelL

VICE PRESIDENT OF UNDERWRITING

Markel Corporation a leader in the underwriting of specialty insurance products lo
cated In Richmond Virginia, iscurrently seeking a Vice President of Underwriting This
position reports directly to the President of Market insurance Company The success-
ful candidate will have a minimum of 15 years experience in an admitted company
market Candidate must be a hands on team player with spontaneity flexibility and

decisiveness

This position will be responsible for participating in and overseelng corporate under

writing specifically proper risk selection and pricing, developing underwntlng guide- Division Executive

lines and ensuring compliance training staff controlling facultative placements and
property catastrophe exposures, aiding in placement of treaties, approval/design of

and loss prevention Knowledge of the
construction and/or marine industry pre-
ferred Bachelors degree with 5 year, re-
lated experience required Please send re-

sume to

SPECIALTY AGENTS

A Rated national company seeks
admitted or surplus lines

programs, with track record
Send outline to

Human Resources Manager
216 North Ave East

Cranford, 9 07016

EOE M/F/D/NV East West Connect,07, Inc

273 Pascack Rd Suite 416
Westwood, NJ 07675

Special Risks

P&C group, seeks a sales derwrl
ing manager for its Special Risks
(Alternative Market) Division

truckers' hability with our «A" rated admit-
ted camer Written m most states, if you
can use a program like this direct your in-
quines to

MARKETING MANAGER, KF&8, INC,

Ch:cago, Il For more information call 312-649-5340 FAX 312-649-7799

WANTED

WANTED

Clean corporate shell holding vaild and

Call M Scott Zegeer (412) 338-1509

1 BUSINESS INSURANCE ADS
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C»AU TODAY FOR «'

PO BOX 29087, GLENDALE, CA. 1 ADVERTISING DETAILS.

91209-9087

Ulappy New Year from Obrien and Menne«y
Lawyeral 5 you do your plannin8 for 1995
we would like to remind you that our law

Chlcago -based, Tan1OO A+ rated offices handle subrosation W insurance

matters in these atate&

Polic.epdorsemept g and moniaing commuicaions egaiding change InCandidee shoud have atleast 10 years experencefocusedon - 20874 outh hom Qoad 17 3 xchanoe Blreel 101 South Walnut St

the actuarial function and all regulatory compliance

derwriting and production of captive, retro-rated, and similar types of

Markel offers a comprehensive salary and benefit package including state-of-theart Commeraal lines business Proven track record as a self-starting hands-
bonus plan and 401 K retirement package For consideration send resume and salary on manager, ability to interact with high level executives, and sound

requirei
Markel Corporation - Human Resources
4551 Cox Road - Glen Allen. VA 23060
Fax# {8041 965-1600

ASSISTANT CIAIM
MANAGER

Century American Insurance Company, a
medical professional liability insurer, seeks.the
expert skills of an Assistant Claim Manager to ensure
top-notch claim processing

Reporting to the VP of Claim Management, you
will manage a case load of selected high exposure
cases and develop, supervise, and manage claim
staff Other responsibilities Include maintenance of
the Tort Summary guide, medical expert index, and
legislative updates A BA/BS degree with a mimmum
Of 3 years' management experience, at least 2 years
specifically in the field of medical malpractice, and a
familiarity with multi-state tort law and insurance
claim processing systems essential Your 10 years of
claim supervision and litigation management
experience coupled with excellent communication
and analytical skills are musts Knowledge of IBM
query would be helpful

We offer a competitive salary and benefits
package For confidential consideration, please send
resume,including daytime phone and salary history to
Recruiting Department, P.O. Box 15309, Dulliam,
NC 27704 We are an Equal Opportunity Employer

CENTURY AMERICAN
INSURANCE CO.

people management skills are a requirement, CPCU designation is a
plus Position reports directly to President.

Competitive salary, general benefits, and incentive compensation
package commensurate with experience and performance Please send

* resume and salary range requirements to Special Risk, P.O. Box

81205, Chicago, lllinois 60681-0205.

Great Opportunity
P&C PRODUCER/ADMINISTRATOR

Wm Rigg Co, the second largest privately held i isuronce brokerage firm in
Texas has immediate openings.or P&C production/ management personnel
100-year old company with offices In Fort Worth. Dallas, Houston, Ausan and
Midland/ Odessa seeking prodicers with proven track record and manage-
ment skills National insurance b okerage backgrounc highly desirable but not
essenhal Offering highly competitive compensation package with orportu-
nlhes for equity Send resumes to
Cecil Y Ray, Jr, Chairman
The Rlgg Group. Inc.
309 West 7th Street, Suite 200 « Fort Worth. Texas 76102
Fax- 817-336-5944

Midwest Location

OB PRG

ortatior service company has 2 newly created opportunities for degreed
| claims professionals with 5+ years experience in worker': compensation or liability with

maijor insurance carrier, broker, or corporate claims departmelt Will manage and monitor
claims from inception thru settlement manage litigation, and assign cases to adjusters, med-
Ical case managers and/or rehabilitation counselorsas required For immediate. confidential
consideration, please ccntact

Rich Meyers or Mike Tannenbaum
15 James Street, Main Level, Florham Park, NJ 07932
Call 201-765-9000 - Fax 201-765-9009

RICHARD MEYERS

R.

R ASSOCIATES. mc _ -

Ocean View NJ 08230

609 6243886

SALES/MARKETING MANAGER

Midwest TPA |Is seeking an experi-
enced Sales/Marketing Manager to
oversee Property/Casualty sales and
marketing efforts In IL, IN, MO, KS,

IA Individual should have at least live

years field sales experience and three

Charlaton SC 29402

803-723©412

Wel Chester PA 19382

6104312727

Business Insurance

Circulation
Breakdowwn

Commercial Consumers

Administrative:

CEO's, Presidents, and Owners
2,528

years sales management experience Vice Presidents, General Managers and Other

In the self-insurance arena The posi-
tion will require coordination with

Administrative Personnel

4,118

Regional Sales Managers to develoP Financial:

an annual Sales/Marketing Plan,
Revenue Plan, and Advertising

Chef Financial Officers and Vice Presidents of
Finance 2,171

Program Position will be responsible Secretaries, Treasurers, controllers and other

for assisting In the training and de- Financial Personnel

3,335

velopment of all levels of Account Risk/Employee Benefits:
Executives This position is a key vice Presidents, Directors. Managers, and

member of our management team

Excellent communication skills are
required Individual must be results-
oriented with strong business acu-
men and the ability to develop busi-

other related department personnel of Insur
ance, risk employee benefits, personnel,

compensation, pension, safety, security, In-
dustrial relations, human resources and em

ployee/labor relations 16,157

ness strategy to help realize growth Sub-total 28,309

and profitability objectives Some Associations 369

travel required MSI offers excellent Government, Unions and

benefits including 401 k and ESOP Faueationalinstiutions ore

Please send resume and satal requirements to Commercial Consumers
Sub-total 29,652
Insurance Agents and Brokers 8,408
Insurance Companies 8,181

5SSl

Management Services Inc.
Attn: Human Resources
2 East Main Street
Towne Centre Building
Danville, IL 61832

Accountants, Actuanes,

Attorneys & Consultants 3,611
Managers & Health Care Providers 1,903
Others Allied to the Field 849

TOTAL 52,604
* Source Business/Occupational
breakdown of quatified circulation,

May 30,1994 Issue, as submitted
to BPA for June 1994 BPA Publisher's

Statement
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tims with annual incomes ranging make a higher compensation offer 90% of the claimants, the Skuld owner, Estline

F e rry from 150,000 to | million Swedish by proposing a single, global set- spokesman said Mr Komnaes said that the
kronor ($19,950 to $133 000) tlement for all claimants, which According to the latest figures crew's compensation will be

Continued from page 47 In those cases where a victim's would save on both administra- received by Skuld, there were 857 sm aller tha n the pa ssengers’,

would be for the grandchildren, annual income exceeded 1 million tive and legal costs deaths and 137 survivors on the though negotiations on this have

grandparents and siblings of vic- Swedish kronor, the compensa- The alternative would ha ve Estonia A complete passenger list just begun

tims This level would pay 40,000 tion has been calculated on an in- been for all claimants to file inch- has not been available This and other ferry disasters-

Swedish kronor ($5,320) on aver- dividual basis, said Mr Komnaes vidual claims that would be paid The Skuld spokesman said that such as the 1987 capsizing of the

age to all but Estoman survivors, There is no upper limit to the from a pool of 275 million Swed- the Swedish authorities have been "Herald of Free Enterprise"-are
who would receive 26,000 Swed- compensation The same compen- ish kronor ($36 6 million), as stip- left to decide on the veracity of causing some in the marine indus-
ish kronor ($3,458) on average sation would be paid regardless of ulated under the law, Mr Kom- claims for compensation made by try to re-think the wisdom of us-

According to Mr Komnaes, in whether the breadwinner was naes said "And then claimants victims' relatives ing ro-ro fernes in the open sea,
the case of a "breadwinner” vic- male or female would have had to divide that Compensation to the Estonia's said Mr Komnaes

tim, these sums were calculated Mr Komnaes said that the com- amount between themselves crew is not included m this offer These disasters also have raised

according to a formula that, pensation offer from the Estoma’s The offer has been sent out by Both Swedish and Estonian crew the issue of making P&l club lia-
among other things, considered insurer was an improvement on Skuld to some 3,200 people, said a members will receive compensa- bility coverage mandatory for ves-
actual lost income and an annual maximum compensation available Skuld spokesman These have un- tion calculated according to col- sels in Scandinavia At present,

inflation increase under Swedish maritime law til March 20 to reply The offer lective wage and benefits arrange- purchase of such coverage is vol-
The formula was applied to vic- Skuld, the P&l club, was able to will be binding if accepted by ments negotiated with the ship's untary
- returns tied to the U S dollar are here to stay " cula said Policies with lower pre-
M eXI CO Because the Mexican govern- . . Mr Gutierrez said brokers have miums and limits, such as the
ment IS attemptlng tO attraCt and || BrItISh |ega| hIStOI'y, swamped his operation’'s tele- company's money and securities
Continued from page 47 retain foreign capital, it increased OLL Ltd. is only the third phone lines requesting an increase coverage, which protects against
pointing and said the government the tesobonos' yield to 20% in limits for their commercial eli- money and secunties theft, and
has much work to do to improve "If we lost anything at all on the company prosecuted ents whose policies are in pesos auto insurance are written in pe-
market conditions Nevertheless, devaluation, we should be able to for corporate With pesos devalued, it now sos
he remains optimistic, fueled by make it up on the unusual rich re- takes larger amounts of them to As for Mexico's growth poten-
the knowledge that Mexico has a turns the government is offering, manslaughter. provide the same coverage But tial, insurers are not the only ones
population of 80 million, abun- Mr Graziano said not all commercial accounts are in that think It IS worth their while
dant natural resources such as oil At Chubb de Me)aco Compania Mexico's currency to stay the course
and gas, and is a neighbor to the Seguros S A in Mexico City, un- to $200,000 in annual premiums," "We don't have problems at this "It's like a bump in the road,
United States derwriting manager Eduardo he said "Chubb IS here to stay point because of the devaluation," but It doesn't mean change direc-
"We're pushing ahead with the Gutierrez said its Warren, NJ- and we are looking forward to said Louis Felipe Huacula, a risk tions," said Leon Smith, an actu-
plans as we originally intended," based parent, Chubb Corp , now 100% in '96 " manager for Colgate Palmolive in ary and partner in Deloitte &
he said "(The peso's decline) may owns 30% of the property/casu- However, there are some con- Mexico City Touche's Dallas office, who mom-
slow things down in some areas, alty unit that services commercial cerns and some ad]Justments to be The company's larger policies, tors Latin American financial
but that IS what you are prepared accounts made such as business interruption and markets There are going to be
for anytime you are in a foreign Chubb recently obtained ap- "(Devaluation) affects the coun- property, are in dollars, Mr Hua- bumps in the road "

country " proval to buy out a Mexican try, it affects the economy,” Mr

To meet its reserve require- surety unit and will continue with Gutierrez said "VWe have to be
ments, the insurer imported capi- plans to purchase full ownership careful because of the effects on
tal after the peso fell and placed it of the property/casualty unit our clients and because (of the po-
in tesobonos, or peso-denomi- "Our target is midsize mdustry tential for client) bankruptcy We
nated government debt that pays in Mexico, accounts with $25,000 have to keep track of this, but we

Insurance Services Guide

= risk,' the company cannot be make it easier to prosecute corpo- CPCU 6. and IIA WORKERS
I 2 u I I l Ig blamed,"” he wrote In an opinion rat:ions candidates FRAUD
piece published m The London Under the proposals suggested | guarantee you will learn more,n less t,me w,th COMP
Contznued from page 47 Times last month by the Law Commission, a com- The Burnham System - or your money back
. . . . . R . Ray Burnham CPCU CLU ARM
Imprisoning company officials Mr Slapper, who is currently pany would be guilty if it should 19 Everett Street Southbridge MA 01550 PREVENTION HANDBOOK
"highlights the importance of risk researching corporate manslaugh- have been aware of a significant Call 1-800-GET-CPCU Nowl

management,” since there is no ter at the London School of Eco- risk that its operations could re- 1-800-600-0608

way to take out an insurance pol- nomics, pointed out that the Lyme sult in death or serious inlury and
icy that protects against a custo- Bay case was not typical of corpo- if "the corporation's conduct fell
dial sentence, observed David Th- rate manslaughter cases partly seriously below what could rea-
omas, technical director of habil- because the company was small sonably have been demanded of it

ity for London-based Willis Cor- and it was easy to find a director in dealing with that risk " . : .
roon Ltd, and chairman of the who knew the whole picture Once the problem of identifying RISk Management Informatlon SOIUtlonS
British Insurance and Investment "My own research during the a responsible individual is aban-

Brokers' Assn liability commit- past three years suggests there doned, the structure of the inquiry

L n "
tee may be as many as 80 cases suit- "becomes comparatively simple,” lAl l I Stl CS O l I I eg a

In British legal history, OLL able for consideration (for corpo- according to the Law Commis-

Ltd IS only the third company rate manslaughter) each year,"” sion's report for Wii,dows
prosecuted for corporate man- Mr Slapper said "The main ob- "The basic premise is that the Claims Management Int "
slaughter company is required to arrange its PolicyAdministration _:Aef::;:)fgtoﬁice

The most recent previous prose- affairs in a way which is reason- Exposure Management s )
cution was against P&0 European . . able granted the presence of the -Standard Reports
Fernes (Dover) Ltd after 188 peo- With pesos devalued, it risk This requires investigation of PrOp.e.rty Manage.ment -Ad Hoc ReportWriter
ple died when a ferry boat cap- now takes larger how the company operates to pre- Certificate Tracking -AdvancedQuery
sized in 1987 (Bl, March 15, 1987) vent death or inlury," it stated Litigation Tracking -Graphs
Charges against the company and amounts of them to "If a corporation has chosen to Bond Tracking . ~imaging
several former employees were provide the same enter a field of activity, it has a costor Tek Allocanon “Automated Letters
later dropped after a iudge con- clear duty to those affected by - and Data Conversions -Fax
cluded that the evidence was in- coverage. that field of activity to take steps
sufficient to establish that most of to avoid the creation of serious
the corporate defendants had nsks," the consultation paper -l.-,.0:77- -———-—- :--- SOLUTION PROVIDER-
been grossly negligent (Bl, Oct stacles arise from the problem of suggested
29, 1990) proving that at least one director However, a new regime that

In that earlier case, the High had full knowledge of the risks " stresses the liability of a corpora-
Court ruled against adopting into However, "such evidential diffi- tion as opposed to ItS individual
British law the principle of "ag- culties would be overcome were officers would not excuse any of- N
gregation " This would have com- the law to change in accordance ficers guilty of negligence, the
bined the faults of a number of with a recent proposal of the Law consultation paper noted Innovative benefit
different individuals, none of Commission to revise the law of "We would expect a conviction
whom would individually be manslaughter and to introduce a for manslaughter to lead to the administration systems for
guilty of manslaughter, to permit special regime applying to corpo- most searching inquiry by the today and beyond
the company to be convicted of rate liability," he wrote (convicted) company and its own- )
manslaughter The Law Commission published ers as to the responsibility for it,

This inability to aggregate fault a paper on involuntary man- and its owners by their associa- ' 1-800-444-1189
presents one of the greatest diffi- slaughter in April 1994, inviting tion with it being implicated in
culties in securing a corporate comments and cribcism by last the serious offense of homicide," o 10777 Westhe.mer. Suite 125
manslaughter conviction, particu- October the paper said Houston, TX 77042
larly against a large company, ac- The commission will publish fi- “We are confident that no re- FAX 713-974-3544

cording to Gary Slapper, a semor nal proposals ths spring The spectable company or organiza-
lecturer in law at Staffordshire government will then decide tion would leave in place systems
University whether or not to implement leg- or the people responsible for the

"If several directors are each islative changes Clyde & Co 's operation of systems which had
aware of a few ligsaw pieces in Mr Wood agreed that the Law been condemned by a Jury,” the
the overall picture of an 'obvious Commission proposals would Law Commission said

For advertising Information in the INSURANCE SERVICES GUIDE
Contact Cheryl Butler Classified Advertising
740 N Rush Street, Chicago, lllinois 60611 Telephone (312) 649-5340
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Mission acconiplished

Oct. 31, 1985: California regulators place Mission Insurance Co. in conservation after
finding it insolvent by $169 million.

Feb. 2,1987: Regulators give up efforts to save Mission and move to have it liquidated.
The size of the insolvency would later be estimated at $1.5 billion,
making it one of the largest property/casualty failures ever.

February 1990: Mission is focus of Rep. Dingell's inquiry into state regulatory
shortcomings.

April 1991: Mission estate makes a $100 million early distribution to state guaranty funds.

Three distributions for a total of $342 million ultimately will be made.

July 1991: Los Angeles Superior Court Judge Kurt Lewin bars Mission reinsurers from
rescinding their contracts by claiming they were defrauded.

Nov. 30,1992: The California Supreme Court allows Mission reinsurers to offset mutual
credits and debts, costing the estate between $100 million and $200

miillion.

Dec. 28,1994: Judge Lewin enters a proposed final liquidation dividend plan to
distribute most of Mission's remaining assets.

You'd be surprised who's a CPCU

Retiement has been a breeze for Dors Staley, CPCU, of Houston, Texas.

This 71-year-old dynamo just finished a 150-mile bicycle ride to raise money to
fight multiple sclerosis. She cycled 192 miles from Houston to San Antonio for
the American Lung Association in two days flat. She is a founder of the CPCU
Society's Alaska Chapter, teaches driving for AARP, and serves as treasurer of
the Houston CPCU Chapter.

Doris is committed to a lot of things, and CPCU is one of them. This same

dedication and energy have motivated

Mot dhan-3 840 es eance prodassionais G| AYCPLL

ethics, and industry experience require- AMERICAN INSTITUTE
FOR CHARTERED PROPERTY
CASUALTY UNDERWRITERS

ments of the American Institute for CPCU. SOCIETY

Join Doris and other CPCUs who go the extra mile to serve our industty.

El Please send me information about the CPCU program.

Name

Company

Address

City/State/Zip
Phone

Send to: CPCU
720 Providence Road

Malvem, PA 19355-3443 Phone 800-644-2101 Fax (610) 640-9576

8195

Mission

Continued from page 2

the continuing administrative ex-
pense of running the receivership
and bring this to a fairly rapid
conclusion," said Karl Rubinstein,
a partner with Rubinstein & Perry
in Los Angeles, which is repre-
senting the California Insurance
Department, Mission's liquidator.

As of last Oct. 31, the Mission
estate held assets with a projected
liquidation value of $980 million,
according to Geoffrey Nicholls,
chief executive of the Mission In-
surance Cos. Trusts.

That total does not include $342
million already paid out to state
guaranty funds in three earlier
distributions, he said.

The estate's liabilities included
$1.3 billion in claims from credi-
tors known as Class 5 creditors,
including direct policyholders and
guaranty funds; and $1.1 billion
in claims from more junior Class 6
creditors, including ceding insur-

It is uncertain how many cents
on the dollar policyholders and
guaranty funds will ultimately re-
cover from the estate; Mr. Rubin-
stein and others noted that it will
depend partly on the volume of
amended claims.

Class 6 creditors are unlikely to
recover anything, those familiar
with the liquidation agree.

The plan's success will hinge
partly on the ability of the liqui-
dator and claimants to agree on
actuarial projections of long-tail

losses.

The California Insurance Guar-
anty Assn., Mission's largest Class
5 creditor, continues to receive 35
new workers comp claims a
monthand facesdifficult-to-
quantify environmental, medical
product liability and construction
defect claims, noted its executive
director, Lawrence Mulryan.

CIGA has already incurred $620
million in losses from the three
Mission companies, he said.

Mr. Nicholls conceded that
there may be disputes with some
claimants-probably direct poli-
cyholders-over whose loss pro-
jections are most accurate.

However, "we have settled with
300 reinsurers, so these things can

be resolved," he said.

Claimants who dispute the lig-
uidator's assessment of a given
claim can still go before the Los
Angeles judge overseeing the lig-
uidation to settle the matter.

Mr. Mulryan and other guaranty
fund officials say they generally
support the effort to wrap up the
liquidation quickly.

"l think the concept is great. It
makes sense to wind down the re-
ceivership early if we can," said
Paul Gulko, president of Guar-
anty Fund Management Services
in Boston, which manages eight
state funds. "There's no sense in
waiting until the last dollar is
spent.”

Los Angeles Superior Court
Judge Kurt J. Lewin has set a Feb.
16 hearing for objections or other
comments on the plan.

Meanwhile, the liquidator is
planning to fight an alternative
dispute resolution panel's ruling
absolvingabout 25 reinsurers
from liabilities to the Mission es-
tate. Mission was trying to recover
$140 million from the reinsurers,
which participated in Mission's
Pacific Reinsurance Management
Corp. pool.

The panelof three retired
judges last month found that
PRMC misled the reinsurers about
the nature of the business they as-
sumed through the pool, Mr. Ru-
binstein confirmed.

The panel also concluded that
the pool participations were secu-
rities and were void because they
were not registered.

Mr. Rubinstein said he will ob-
ject to the decision during a com-
ment period provided by the
panel, and will separately ask
Judge Lewin to overturn it.

Regardless of how the matter is
ultimately decided, Mission's ac-
tual recoveries will be governed
by a "high-low" agreement with
the reinsurers, lawyers familiar
with the case say.

The agreement set a ceiling for
payments by the reinsurers if they
lost the case, while setting a floor
for Mission's recoveries if the lig-
uidator lost, lawyers say.

Mr. Rubinstein and R. Gaylord
Smith, a San Diego lawyer repre-
senting the reinsurers, would not
confirm the agreement's existence
or provide any details. 1A

Alexander & Alexander Inc.

is pleased £0 announce diat

Thomas A. Caldwell, Jr.
ARM, CPCU

Former Director of Corporate Risk Management
American C'yanamid Company

illas joned our firm as

Senior v ice President

Mr. Caldwell will have management

responsibilities for our chemical and

pilarma,ceucal practices.

Alexander

8Alexander

Alexander & Alexander Inc.

1185 Avenue of The Americas

New York, NY 10036 (212) 575-8000

Alexander & Alexander is a global organizaton of professional advisors
providing risk management, insurance brokerage and human resource
management consulting services from offices in more than 80 countries.
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and Se:nfeld, by doing repairs be- that elevators, restrooms and even Co of New York months," he said

tween production schedules, Mr doorways would have to be en- But, the earthquake loss became .

D'Oca explained larged to permit wheelchair ac- a thorn in Mr D'Oca’'s side at re- An ounce of preventlon
Cont:nued from page 3 However, CBS did lose some po- cess newal time in May While some risk managers are .
'"These are additional expenses tential new tenants of the studios "They really didn't know the "The premium for our DIC dou- still picking up the pieces after
covered under our business inter- because of its earthquake damage, extent of the damage from the ini- bled and we had to take a bigger last year's disaster, others, like
ruption coverage," she explained he said tial walk-through,” Mr D'Oca re- deductible,"” he said "But at least the Getty Museum's Linda

Syncor also lost several weeks The greatest damage was to counted they didn't walk away, even Whitehead, artfully minimized

of sales because "a lot of hospitals CBS' eight-story administration "Fortunately Dennis has what though It was a greater than $10 potential damage using their
in the area were damaged and building, which had to be gutted we call a 'pretty policy," "
weren't doing the kind of diagnos- and reconstructed after the pent- John Morrongiello, Horizon vp Using Horizon's expertise to de- Some rare books suffered minor
tic testing that requires our prod- house heating and air condition- "Dennis has a lot of bells and velop loss estimates backed up by water damage when the quake set
uct," according to Ms Sonste- ing unit exploded, causing severe whistles" on CBS' property insur- documentation and engineering off a sprinkler in Getty's Santa
gard water damage ance, he said reports, "we made it easier to iso- Monica headquarters, but none of

Syncor's negotiation with insur- The claim for this loss grew sub- CBS is insured under a deduct- late the 'gray areas' which com- the priceless artworks in its hill-
ers has come down to whether to stantially because local and fed- 1ble program that is part of a plicate claims negotiations,” Mr side museum just off the Pacific

said million loss " loss-control procedures

use a one-year or a three-year eral laws required CBS to bring manusempt global policy that cov- D'Oca explained Coast Highway were damaged

trend to calculate lost revenues, the structure, which was built in ers losses from earthquake, prop- While "some risk managers may Despite rumors to the contrary,

which are covered under its bum- the 19605, up to the current build- erty and contingent business in- feel that using a public adjuster is "the museum sustained absolutely

ness interruption policy, she ex- mg codes as well as comply with terruption expenses one way to get all they can, that's no damage to its art collection,”

plained the Americans with Disabilities Underwriters include Phoenix not what this is about,” Mr D'Oca Ms Whitehead, Getty's risk man-
Ironically, the company's next Act Insurance Co of Hartford, Conn, asserted "It's not an ambulance- ager, confirmed

meeting with its pnmary property Not only did this mean installa- Navigators Insurance Co of New chasing situation " "When | filed the claim (for the

insurer, Pacific Mutual Marine, a tion of new electrical wiring and York, Lexington Insurance Co of In the end, "we settled our water damage), London asked,
unit of New York Marine & Gen- overhead sprinklers, it also meant Boston, and The Home Insurance losses amicably, m less than nme 'Did you forget some zeros on

eral Insurance Co, is scheduled this?' and | said 'No,' " she re-
for today-just one day shy of the counted
Jan 17 anniversary of the She declined to identify Getty's
Northridge quake property insurers or the amount
Even though this is the longest , of the claim
lasting claim in Syncor's history, 1 "Some of the things we do tra-
Ms Sonstegard IS confident that ditionally” saved Getty's collec-
the claim will finally be wrapped tion from damage, according tc
up within the next few months - Ms Whitehead
And she's grateful to her broker - For example, large statues are
for some assistance in the negotia- " placed on base-isolation tables
tions "We use Marsh & MclLen- f that move with the earthquake
nan as a broker, and they've pro- - - o et ‘ The system operates like shock-
vided someone to help with the I I// absorbing base isolation used in
claim,” Ms Sonstegard added co 1 building construction, "but on a
Unfortunately, this year's June © smaller scale,” Ms Whitehead ex-
1 renewals did not go so smoothly P B Y Ir plained
for Syncor, given its recent loss It was this base-isolation system
expemence (‘)j Ir.r | 71 4 & that kept the museum’'s 71/2-foct
Our premiums more than dou- B - limestone and marble statue of
bled,” Ms Sonstegard recounted v: ! ! ! Aphrodite fromm budgmg
"We also changed our primary I - — All vases and smaller statues
underwriter Pacific Mutual Ma- are secured in some way, either by
rine stopped writing earthquake . foic-U being fastened to shelving, with
Now National Union is our in- strings of catgut holding them m
surer " place, or with dental wax, Ms
Ms Sonstegard says the earth- Whitehead said
quake taught her some important * .7 A4 Zb— "Sometimes we fill vases with
loss control lessons lead shot or sand," she added
"Now all of our file cabinets are =i- < Finally, all of the Getty Muse-
anchored to the walls, and we've ~ ’ um's paintings are double hung on
replaced vertical file cabinets = closed hooks with rubber bumpers
with lateral file cabinets,” she o - protecting them from damage
said And, file cabinets that could should they swing on the wall
fall and block exits have been ﬂ Getty's modern art collection is
moved clear of doorways secured with double-faced velcro
The company also has replaced - 4:';'nt=-7"727 in addition to being double-hung
large glass window panes with on closed hooks, she added
several smaller panes, which are :dd ff*. L.6 - Because news reports called
less likely to shatter during an . . into question the safety of steel-
earthquake, according to Ms Son- ¢ 1/0%pr.—- /71 1 |1 7 , ~ . frame structures, Getty worked
stegard . R with its engineers to retrofit its
Quick response helps Wg\f Z¥*|F'°° new b-uilding, which is under con-
) ) Il . r struction near the 405 freeway
The claims resolution process - northwest of downtown Los An-
was much smoother for Dennis 4 geles
D'Oca, risk manager for broad- "We found some minor stress
easter CBS Inc , whose Studio ~ fractures in six of the steel
City administration building and . 4:f9261 #47 . welds," Ms Whitehead said "Our
production studios were severely structural engineers inspected all
damaged by the quake the welds in the new complex, and
WWhile reconstruction of the fa- they were retrofitted with new
cilities is only about 90% com- 92:44'¥YNiC:5>* + , A.r Mr technology "
pleted, the claim was closed by All of this was done at Getty's
September, he said expense, which did not add to the
Mr D'C)_ca, who |$ based m ’.\‘ew The Northridge earthquake that museum’s water damage claim,
YOI"k, gives Horizon Public Ad- | rocked Los Angeles a year ago according to Ms Whitehead
Justers much of the credit, not caused widespread damage to But Getty's earthquake recov-
only for expediting claims pay- 1 - .- .. _Ir=s roads and buildings and disrupted ery prowess hasn't made its risk
ment, but for mitigating the com- many businesses' operations, manager complacent
pany's earthquake loss resulting in an estimated $10.4 "You learn from every quake,"
When some of the walls of stu- : billion in insured losses. she said, adding that she already
dio stages that date back to as Complicating property losses were is implementing additional loss-
early as 1918 started to crumble, structural injuries that at first went control measures
Horizon, which has a Los Angeles i unnoticed by inspectors after the For example, now Getty em-
office, was at the scene arranging 1 . | t>_|_ *_f 01 H £1 + . . temblor. Risk managers not only ployees make sure to lock the file
for "cherry-picker” cranes to N .I, y T J] y 1y 4rfJI_F| * had to deal with their cabinets in their office credenzas
prace the walls . 21.1. jity organizations' properly and since the force of the quake

This quick response not only
- ~ . i/ 1. . ssmbusiness interruption losses but caused them to open
Savecf e e s rom oo 1 % % 7N . % .’Zﬂ"*égﬂ r',l - *S)'kj,77 also had to address concerns about In addition, the museum IS
lapsing, but also reduced CBS'* *p. .7 A.1 [544%i 1 mky --POY P - .- -/- employees getting to work. Several changing its overhead Spnnkler
r

enti business interruption

i . system from a "wet-pipe system"
losses by allowing television pro- /0\ » » of Los Angeles' freeways were to a "pre-action system," which
. P closed, forcing workers to find ?
duction to recommence quickly 9 K emits pressurized air before it re-
after the quake c-- alternate routes to their employers. leases water
There was some loss of bum- - -7-1 Overall, the quake taught risk "This will allow enough time for
ness, but we really kept the shows 7 managers some important lessons our control room to stop the dis-
that were in production going,” on loss control and risk financing.

charge" in the event of another

L}
such as Roseanne, Euenzng Shade quake, Ms Whitehead said |
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ever, Zurich will probably have to from minority shareholders in

H O m e amend its offer to add some form Home Holdings
of reinsurance backing to the old Walter J Goldmann, a private
Continued from page 2 Home business being run off, he shareholder, last week filed a class
Home requires,” Mi Byrne said said action lawsuit in state court in
Mr Byrne's Fund American En- "I do think the Zunch will need Wilmington, Del, allemng that
terprises Holding Inc , Trident to add just a little something Home Holdings and its directors
Partnership L P and Hellman & more," Mr Byrne said are ignoring the interests of minor-
Friedman in San Francisco had of- But the Zunch deal may face op__ ity shareholders
fered to inject $420 million in position on other fi onts "The director defendants have
Home Holdings on condition that A group of Home bondholders agreed to a transaction with Zunch
Home Holdings' majority share- that own more than 67% of $280 and rejected a financially superior
holder, Tggg-Hansa SPP Holding million in Home HoIdirégs Inc se- offer by Fund American for self-in-
A B, forgive a $170 milhon loan to mor notes have formeda commit_ terested reasons that are at odds
Home (BI, Dec 12, 1994) tee to oppose the Zunch deal The with the interests of the public
However, Trygg-Hansa opted for bondholders raised the specter of shareholders," court papers say
a subsequent bid by Zurich, in forcing Home to repurchase the The sweetened Byrne offer would
which the Swedish Insurer would notes at a premium over par have paid 50 cents more per share
not have to forgive the loan, would In a letter to Zurich, the commit_ than the Zurich offer The directors
receive at least $7 million in cash tee says its deal with Home Hold_ are breaching their fiduciary duty
and would strike up a strategic al- 1ngs is "a change in control" and to maximize the value of the com-
liance with Zurich (BI, Jan 2) involves a transfer of "substan- pany for all shareholders, court pa-
Mr Byrne, who planned to be- tially all of" the company's assets pers sa
come chairman of Home Holdings, Under the terms of the notes, Zur- At least two othet minority
tried to sweeten his offer, but ich is obligated to immediately re- shareholders are pi eparing to file
Trygg-Hansa stuck with Zurich's purchase all of the Home notes, the suit against Home Holdkngs and
deal (Bl, Jan 9) Under terms of committee contends the three cases will hkely be con-
the Zurich deal, Home Holdings "Given the distinct possibility of solidated, according to “e™ey
could not discuss other offers un- the Zurich deal leading to an accel_ Smith, a partner at Wolf, Halder-
less they represented a higher elation to the notes, we question stein, Adler, Freeman & Herz in
value fol Home the long-term viability of a com_ New York, who represents Mr
"Ftom the beginning, our inten- bmed Zurich-Home enterprise, Soldmann
tion was to strengthen Home Insur- said Lawrence Kill, a senior part- Insurance regulators in New
ance so it could remain healthy net at Anderson Kill Ohek & Hampshire, where The Home is do-
and independent Trygg-Hansa Oshinsky P C in New "York, who miciled also_mi%ht have objections
said they would contribute to that represents the bondholders to the Zurich deal as it stands
outcome Now they are apparently That financial Instability IS Under the deal, Zurich would
not wdling to do so," Mr Byrne harmful to the creditors and poll- take on a block of The Home's
said cyholders of The Home, Mr K11 business that generates approxi-
Mr Byrne said he remained In- said mately $1 billion of its more than
terested in The Home and would The bondholders also question $2 billion m premiums, hquidate
follow the Zurich deal to its con- whether Home Holdings has been The Home and putﬁthe remaimng

clusion even-handed in its assessment of business into runo

Mr Byrne added that outside of the Byrne group and Zurich offers, Zurich has not committed to
an investment in Home Holdings Mi Kill said make any more funds available to
similar to his proposal, the Zurich "The board IS obliged to care_ cover claims on the runoff business
offer is likely to be good for pohey- fully evaluate the Zurich proposal, should there be insufficient funds
holders while also maintaining a level available from the Home's assets

The cedingl_commissions that Zu- playing field so that other mvest Zurich has said that it feels The

rich wlll pay The Home for its on- ment proposals aie not choked off Home is adequately resened for
going business will add several for lack of Information or reason__ these losses

hundred milhon dollars to The able company cooperation,” he Howe\{er, regulators may 1-nsist
Home's statutory surplus, Mr By- said that Zurich buy some form of ex-
rne noted The committee met with Zunch cess coverage in case The Home

Also, an organization with Zur- last week and Mr Kill said that the runs out of money to pay pohcy-
ich's resources will add to The insurer seemed wilhng to start a holder claims in full, said James P
Home's abllity to obtain reinsur- dialogue with the bondholders Corcoran, a partner at Donovan
ance recoverables, he said How- Zurich also faces opposition Leisure Newton & Irvine in New
York, and former insurance super-
intendent for New York

Reinsurers on consolidation bandwagon “The regulators unil look nto it

Two reinsurance deals announced ance market, and Re Capital's to make sure that policyholders are
last week offer further evidence that short-tall casualty book comple- protected | presume that the reg-
bigger is becoming better in the ments ZRC's long-tall business ulators willl be asking for some
property/casualty Industry "l beheve that the combmation of kind of excess cover Just in case,"

Zunch Reinsurance Centre Hold- these companies willl serve to further he said
ings Inc said it wlll acquire Re Capi- strengthen the broker distnbution
tal Corp m a transaction valued at channel," said Re Capital President cide whether the deal was still
about $200 milhon James E Roberts WOI"thWhile, given the added COStS,

Separately, USF&G Corp said it Meanwhile, Baltimore-based Mr Corcoran said
will acquire Discover Re Managers USF&6 has reached a definitive Zurich met with regulators last
Inc for about $78 5 milhon in agreement to acquire all the out- week, but would not comment on
USF&G common stock and options standing equity of Discover Re of those discussions

Under a definitive agreement ap- Farmington, Conn, whch provides New Hampshire Deputy Insur-
proved unanimously by Re Capital's insurance, reinsurance, excess msur- ance Commissioner Robert M
board, New York-based ZRC will ance and advisory services to the al- Solltro said, "regulators are re-
pay Re Capital shareholders $18 50 ternative risk transfer market viewing the tranaction but have
per common share and will assume The proposed buyout would gwe not yet drawn any conclusions "
obhgations for any of the $69 milhon USF&G access to the growing ART One analyst said that if the Zur-
in Re Capital 51/2 % convertible de- market, said Norman F Blake Jr, ich deal goes through, it could be-
bentures not converted to common USF&G's chairman, president and come a model for other insurers
stock before the closing CEO "It also provides the opportu- with long-tall hablhties

As part of the deal, John Deere In- nity to capitalize upon USF&G's ex- The deal IS structured to segre-
surance Group has gwen ZRC the pertise in workers compensatton and gate the "bad" runoff business
option to acquire its 438% holdmg excess property insurance outside its from the "good" current business,
in Re Capital common stock at core property/casualty middle mar- Thomas D Sargent of Conning &
$18 50 per share, and to vote ItS ket business " Co said in a company bulletin
shares for the deal He added that "this acquisition is "Approval of such a structure by

The deal is expected to dose in the consistent with our Interest in devel- insurance regulators may have
first half of 1995 oping high-value operations that far-reaching imphcations to the in-

Through the third quarter of 1994, augment our core msurance opera- dustry as a whole," Mr Sargent
Re Capital reported $102 milhon m tions" said
net premiums and $165 milhon in The structure is favorable to
capital and surplus, and ZRC $207 Managers wlll continue to operate pubhc shareholders and the new
Indlion in net premiums and $614 under its current name and manage- owner, he said
million m capital and surplus Those in a weaker position are

It has not been decided whether The proposed acquisition "comph- the polleyholders of Home Insur-
Re Capital w111 be merged into ZRC, ments USF&G's risk transfer bum- ance and debt holders of Home
a ZRC spokeswoman said ness and is an effort to dwersify into Holdings," Mr Sargent said

ZRC Chairman Steven Gluckstern mche business," said Charles litter- Other insurance companies with
noted in a statement that Re Capi- ton, director of Standard & Poor's environmental exposures might use
tal's business is "fundamentally com- Ratings Group the precedent to segregate their
patible" with ZRC's Both am lead -By Doug McLeod past habilities from current busi-
underwnters m the broker remsur- and Mark Ho»tann ness, he said L

Zunch would then have to de-

Mr Blake said that Discover Re

met m Farmington

Updates

Draft annuity proposal

WASHINGTON-Employers purchasmg annuities to replace pen-
mon benefits generally would be expected to select the "safest avail-
able" anmuty, under a draft Labor Department proposal

But, an employer's obhgation to buy the safest available annuity
does not require it to pay large Increases m premiums for "de mmirms"
increases m safety, the draft proposal says

In determining the safety of an annuity provider, the department
said there iS no "bright hne or mechamcal” test Instead, employers
should consider a number of factors, including the investment quality
and diversification of the issuer's portfollo, the size of the issuer rela-
tave to the proposed contract and the issuer's claims-paying ablitty as
measured by rating agencies or quallhed mdependent experts

Pension fraud indictments

CHICAGO-Two men face 10 counts of federal wire fraud, accused
of playing key roles in an allegedly fraudulent scheme that cost the
Chicago Houmng Authonty pension fund more than $13 milhon

A federal grand lury last week mdicted Joseph Pohchemi of London
and Fort Lauderdale, Fla, and Lyle E Neal of Hi Hat, Ky The two
promised to put the pension money m investments that would earn re-
turns of 25% to 75%, the mdictment charges Those mvestments, in
fact, did not east

Not named in the Indictment was John D Latter, the CHA's director
of nsk management and benefits, who placed the authority's funds in
the mvestments (BI, June 27, 1994) The indictment charges, however,
that Messrs Pollchemi and Neal paid substantial sums of money to an
unnamed CHA employee to mduce that employee to Invest the CHA
assets m their "trading program" and to refrain from demanding
prompt return of the CHA funds

EXEL fourth-quarter loss

HAMILTON, Bermuda-Investment losses have forced EXEL Ltd,
the holdmg company that owns excess hability insurer X L Insurance
Co Ltd, mto the red for the fourth quarter of fiscal 1994

EXEL reported a $35 milhon net loss for the quarter ended Nov 30,
compared with net income of $886 milhon for the quarter m 1993

For all of fiscal 1994, EXEL's profits fell 62 1% to $143 9 milhon
from $379 3 mlhon in 1993

Operating Income, excluding investment losses, actually rose 96% to
$239 milhon in 1994 compared with $218 milhon in 1993 But, bond
market losses realized m the fourth quarter overshadowed those gains

About 85% of EXEL's mvestments are In flxed-mcome sectuntles
and the portfoho was substantially restructured m the fourth quarter,
an EXEL spokesman said

Briefly noted

Ernst & Young L.L.P. IS cutting staff by fewer than 100 people and
cc nsolidatmg and closing several offices in its Actuarial, Benefits &
Compensation Consulting Services division-which now wlll be known
as Human Resource Consulting-as part of a restructumng Mcl)on-
nell Douglas Corp. can go ahead and terminate its company-funded
hfatime health coverage for non-unlon retirees after a federal ludge m
Los Angeles last month dismissed a class-action suit on behalf of 7,000
renrees (Bl, Dec 1,1992) The U.S. Supreme Court this week will
hear oral arguments in two Important employee benefit cases One m-
vo.ves the procedures companies must follow before they can cut re-
tiree health benefits (Bl, Oct 3, 1994), while the other centers on
whether the Employee Retirement Income Secunty Act pre-empts
state surcharges on hospital bills (Bl, Oct 10,1994) The Council of
Lloyd's of London re-elected David Rowland as chairman for 1995
Rooert Hiscox remains the deputy chairman and Richard Keehng has
stepped down as the other deputy chairman, to be replaced by John
Stace, managmg director and co-founder of Stace Barr Underwnting
Agencies Ltd Aon Corp's U S benefit consulting unit, Godwins
Booke & Dickenson, has acquired HRStrategies Inc of Grosse Pomte,
Mich, a human resources consulting firm with about 200 employ-
ees . Sorema NA. Reinsurance Co. now has total capital and surplus
of $155 nrlhon after a $43 million capital mfumon from its malonty
shareholder, GROUPAMA of France The medical care component
of the Consumer Pnce Index rose 4 9% in 1994, down from 54% in
1993 The overall nse in the CPI last year was 27%, unchanged from
1993 A group of a dozen Senate Repubhcans and Democrats has
asked the General Accounting Office to study the ramihcations of loos-
ening the Employee Retirement Income Security Act prohibition on
state regulation of benefit plans A Lloyd's of london bylaw passed
last week sets out for the first time the requirements to hcense syndi-
cate runoff companies One existing runoff company, G W Run-Off
Ltd said that losses from mx of the seven syndicates formerly man-
aged by Gooda Walker Ltd were on target not to exceed £11 bilhon
($17 billton) Anthem Life Insurance Co. of Indianapohs acquired
Business Men's Assurance Co of Amenca's $100 milhon block of

health msurance business, 60% of it group business Terms of the deal t

were not disclosed Sturge Holdings P.L.C. shareholders w11 vote to-
morrow on whether they want the Lloyd's of London managing
agency to establish a new holdmg company (Bl, Dec 12, 1994) Three

quarers of the shareholders must approve the plan AM Best
downgraded its ratings of members of the Vik Brothers Insurance
Group to B+, citing poor operatang results stemming from first-half ca-
tastrophe losses The insurers affected by the action are LMI Insurance
Co, which was downgraded from A-, State Capital Insurance Co,
downgraded from B++, and Amencan Professionals Insurance Co,
which was downgraded from an A- Health Systems International
Inc. 13 pmpanng to evaluate potential new suitors after Foundation
Healtn Corp and FHP International Corp both withdrew takeover
bids (Bl, Jan 9)



Insured loss small in Colombian plane crash

By ADRIAN LADBURY

after the crew made a standard request to exceed $500,000 as the general level of com-
descend from 19,000 feet to 8,000 feet as the pensation for passenger on domestic Colom-
LONDON-A Colombian DC-9 that mys- plane approached Cartagena bian flights averages about $10,000
teriously crashed on Jan 11 during a flight The aircraft dropped into marshland Intercontinental was not one of the 17 Co-
from Bogota to Cartagena is unlikely to lead about 60 miles south of the northern Colom- Iombian and Panamanian airlines recently
to large insurance losses geted by drug enforcement authorities
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The plane, owned by Bogota-based alrllne There was a sole survivor among the 47 for alleged involvement in drug trafficking 940

Intercontinental de Aviacion, crashed soon passengers and five crew A 9-year-old Co- U S Departitient of Justice officials, work-

lombian girl was miraculously thrown from ing with British authonties, are trying to i 920

the falling plane and landed on a bed of seize aviation premiums allegedly paid by

Bermuda hosting
insurance meeting

The Bermuda Insunance Symposium n,
to be held May 30-June 2 in Tuckers Town,

willl cover all facets of Bermuda's insurance

mdustry, ranging from capbve msurance to

finite rtsk un erwribng to property catas-
trophe reinsurance

Bus:ness Insumnce is the official pubhca-
tion of the conference, which has as its
theme "One Market for the World " The

ries Her family died in the crash allegedly transport cocaine (BIl, Oct 31,
The airline's insurance was placed m 1994)

London and international markets by Sedg-

wick Aviation Ltd

A spokesman for Sedgwick refused to her probe, though It was not charged with
provide details of the coverage but said it ts any wrongdoing

aviation markets ”

A spokesman for Lloyd's of London said Carlos Herrera-Lizcano Mr Herrera-Liz-
the lead London insurer is thought to be the cano allegedly ran the "air wing" of the Co-
British Aviation Insurance Group of Lon- lombian drug cartels
don and that the DC-9's hull is valued at
about $2 3 million

BAIG would not say whether it is the lead

One London brokerage executive praised

symposium is supported by the Bermuda Intercontinental as a well-run airline

insurance Industry and the Bermuda gov-
ernment.

"We are dehghted to be the official pubh-
cation of the symposium, which vull review
key rlsk management,
surance issues of importance to our read-
ers," said Kathryn J Mcintyre, pubhsher

and editonal director of Bustness Insur-

"l found them to be a very fine and well-
insurer and refused to comment on either run operation with a good maintenance rec-
ofd," said Mike Austin, director of Manning
One leading London aviation adluster Beard Ltd , a brokerage that had bid on the

the hull value or prolected liability losses

Insurance and min- said that the total liability loss is unlikely to Intercontinental business

Asarco liable for tainted groundwater
By MICHAEL SCHACHNER

ance

Slag, a lava-hke byproduct of copper smelt-
The symposium wlll feature eight panel ing was used as a ground base at the log
discussions on topics such as global regula- NEW YORK-MIning company Asarco Inc yards adjacent to mills When mixed with tree
tory trends, the imphcations of global w111 turn to insurance and reserves to pay for bark and crushed by heavy equipment, it
warmmyg, financial reinsurance develop- about $35 milhon in Superfund cleanup costs formed a toxic compound that leaked into
ments, risk management innovations and related to slag contamination m groundwater groundwater
the ties between the London market and near Tacoma, Wash A B Kinsolving, vp and general counsel at
Bermuda A U S Distnet Court had found Asarco, Asarco, said the total cost related to slag con-
The conference kicks off May 30 with a which sold the industrial byproduct to area tamination w111 be "roughly $35 milhon, in-
golf tournament benefitnng the Angus Rob- timber mills and landalls in the 19705 and cluding the $1875 milhon we already agreed
mson Jr. Memonal Foundatton The foun- 1980s, fully or mostly responsible for the to pay "
dation awards scholarships to academically cleanup of seven mtes Asarco settled coverage htigation late last
qualihed students of msurance and reinsur- That ruimg was upheld by the 9th U S Cir- year with all of its hability insurers They 1-
ance requiring fmancial aid cult Court of Appeals in a ruling that the Su- clude American Home Assurance Co, Insur-
The legistratlon fee is $925, with $300 for preme Court last week declmed to review
an accompanying spouse Thus, Asarco remams 80% to 100% hable alty Co, First State Insurance Co, Allstate In-
For more information, call Suzie McKee- for the cleanup of contamination at the six surance Co, Prudential Reinsurance Co and
gan, Proiect Coordinator, Bermuda Insur- log yards and one landfill It already has many Lloyd's of London syndicates and Lon-
ance Sympomum, The Whitfield Building, agreed to pay $18 8 milhon to the Port of don market msurers
61 Front St., Penthouse, P O Box HM KX, Tacoma and is negotiating with the various Mr Kinsolving said the confidential settle-
Bermuda. 809-292-6386, fax 809-292-6990 timber compames over how much it must ment calls for the insurers to pay for a portion
eventually pay of Asarco's cleanup-related expenses

ance Co of North America, Columbia Casu-

reeds, suffering comparatively minor inju- bogus airlines and air cargo companies that

~well spread throughout the world's major That earlier investigation eventually led i Base= 10g
to the 1994 indictment in Chicago of Luis -

1580

Intercontinental, though, had been inves- 1
tigated by the Justice Department in an ear- 1 860
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Catastrophe insurance option call spreads

Asol Jan 13

call

spread bid/ask on line

Easten September 1995

Pnce

as5/65 56/61

50/70 5 3/5 5 26 5/27 5
60/80 4 0/5 5 20/27 5

100c 85/120 85/12

150c 40/55

Total iolume O Total open interest 4.777

Rate Call

Y%

28/30

8/11

Price

20/30 0 5/3 O

30/40 0 3/1 8

50/70 0 6/1 E

Rate

spread bid/ask on line

Yo

Western Annual 1995

5/30

3/18

30/50 0 5/2 52 5/12 5

3/9

60/80 0 3/3 E 15/17 5

For qiotes, call the CBOT trading floor at 312-341-3342 For
general information, cal!312 435 3674

Source ;hicago Board of Trade
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British Issues
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Price P/E* Dtv *

Yield 1 week

Companies pence pence % high-tow

Comml Union

508 162 310 61

511--501

Genl Accident 514 10 3 34 4 67 522-514

Gdn Royal Exch 169 109 95 56 173-168
270 88 104 39 273-270

Independent

Royal

Sun Alliance

Brokers

Bradstock

Fenchurch

CE Heath

JIB Group
Lloyd Thmpson 154 107 98 64 159-154

Lowndes Lmbrt 162 102 94 58 162-162

Nelson Hurst
PWS Holdings 31 N/M 19 61 33-31
Sedgick Grp 152 16 9 75 4 9 152-151

Steel BriJones 119 N/M 113 95 119-119

273 119 94 34 279-273

294 132 184 62 297-294

296 108 71 74

96--96

163 114 100 61 163--163

2a4a 87 200 82 2as5-24a4

124 109 94 76 12a-124a

178 175 70 39 180-178

Willis Corroon 147 13 5 83 5 6 147-144

_Soue_EI'®p_Olseo, Lodon

B Ind ustry Stock Report JAN. 9,1995, THROUGH JAN. 13,1995

Weekly Year to date Annual MKUBK

BROKERS Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value
Acordia Inc NYS 3288 o3s 1.87 33.63 23.00 13 oeo 183 a7 1324 248 NACFe Corp NDQ 32.63 0.38 261
Alexander & Alexander NYS 19.38 3.33 azs 2275 14 00 142 o010 o522 149 608 319 National Re Corp NYS 28.00 1.75 6.67
E W Blanch Holdings inc NYS 21.38 3 01 364 23.00 1575 12 0.32 1.50 18 ass 470 Nav,gatori Group * NDO 1500 526 3.45
Gallagher Arthur J & Co NYS 30.25 1.22 5.47 37.13 2813 12 o.88 2.91 15 6.48 4.67 Nobel insurance Ltd Noo 813 o7e 152
Hilb Rogal & Hamilton NYS 1188 o0oo 2.06 1338 1100 16 oOs6 a7z 14 a7z 2.52 NWNL Companies NYS 3125684 776
Marsh & McLennan NYS 7800 0.32 1.58 8875 7125 273 290 372 15 1940 402 Ohio Casualty Corp NDO 30.25 4.31 708
Poe & Brown NDO 2025 a71 6.90 2275 1700 20 oas =237 14 aas 4.51 OId Republic Int | NYS 2225 409 a7
BROKERS AVERAGE o1 14 2s B Oion Capital Corp NYS 34.63 1.09 177
INSURERWREINSURERS Partner Re Holdings Ltd NDQ 19.13 1.92 783
Penn America Group Inc NDQ 7os oso 424
ACE Ltd NYS 22.50 1.64 3.74 2088 2075 195 044 196 21 2245 100 phoenix AE Corp NDG oe7s 2aa sas
Acceptance Insurance Cos NYS 1600 667 667 1800 1113 38  ©0.00 00O 12 o83 163 p,ovident Lile NYS ooos 114 230
AEGON N v/ nNYs 6563 155 335 6613 ao3s 31 z2oa aaz 1 a3sa 1 50 Re Capital Corp NDO 17.63 3824 az8s
Aetna Life & Casualty Nys 50.13 608 637 es.75  azz2s 1161 2.76 s.51 7 57.21 088 Reliance Group Holdings NvS oo soo
Allied Group Inc NDO 2550 251 303 3100 2200 o1 o.60 z.35 e 2343 109 ALI Corp NYS co.88 0.60 183
Allmerica Prop & Casualty NYS 1775 aos s19 2100 1425 151 o.16 090 1 1945 091 St paul Companies NYS 44.63 220 o.28
Alistate Corp NYS 24.38 0.00 263 2075 2263 770 o 72 2.95 19 1960 124 SAFECO Corp NDO 115 040 168
American General Nvs 3000 573 6.19 30 50 24.88 1220 1.16 3.87 20 2039 147 SCOR U'S Corp NYS S13 a.an oo
American Heritage tile Ins NYS 18.50 0.67 2.63 1088 16.50 25  oe6 357 1 1242 149 Se bels Bruce Group NDO ee 417 1500
American Indemnity/Fin | NP 10.13 0.00 oo 1475 1300 o224 2.37 4 1eez 064 Selective Ins Group NDO 25 75 3 00 1.98
American International Nvs 100 25 335 230 10075 8175 2560 0.46 0.46 15 4975 292 Q1 ore Drake Holdings NvS 1375 6006 000
American Re Corp Nvs 3088 041 426 3575  23.50 141 ©0.00 coo 16 1685 83 116 Holdings NyS 2000 738 o7
Aon Corp NYS 32.50 0.78 156 3575 2925 261 1zs soa 1 2106 148 ian Holdings Inc NYS 1013 000 .
Argonaut Group NDO 27.75 0.00 177 31.75 26 25 a7 1.16 418 ° 29.80 0.93 i 0 marine & Fire NDO s.o5 180 412
AVEMCO Corp NYS 1813 000 163 1963 13.38 6, 044 291 A 639 240 Torchmark Corp NYS 35.75 1.42 362
Baldwin & Lyons Inc NDO 1700 1240 1525 1700 1375 38 0.24 1.41 10 1356 125 L hsatlantic Holdings NYS 5500 256 157
Berkley W R Corp NDO 37.75 0.33 o.67 azo0 -zs0 680  0.44 117 23 s6.47 194 L nsnational Re Gorp NDQ o1 .50 361 ao1
Berkshire Hathaway Inc NYS 2195000' 681 7 60 22050 00 1515000 ' ooo o.00 28 915775 2 40 Travelers CorP NYS 54 25 0.72 570
Capital RE Corporation Nvs 24.13 1.58 1187 2738 8.50 16 o0.20 os3 ° 214E 112 Trenwick Group Inc NDO H0.75 1.8 L83
Capsure Holdings Corp NYS 13.00 2.80 1111 1613 2.3 92 00O 0.00 13 13.72 95 |ited Fire & Casualty NDO o750 361 oco
Chubb Corp NYS 7e8.75 2.a4 178 83.13 6863 a18 184 234 13 48.40 163 i NDO 4550 .25 can
CIGNA Corp NYS 65.88 a.56 354 7400 5700 oss 304  ae1 s so98 981 | \UM Corp NYS sses co2 1388
CNA Financial Corp NYS 6s.75 1.35 138 8225 6000 39 ooo o.oo 173 7383 989 s Facilitios Corp NGO Ho.38 00O ars
Continental Corp Nvs 1900 065 000 2850 1200 6257  ©.00 0.00 s 2069 954 srac Com NvS Hase ons ss6
EMC Insurance Group Inc Noo .75 c.02 263 1075 850 =2 os5=2 5.33 8 10.77 N A USLICO Corp NYS 2175 744 7.a1
Emphesys Financial Gr Inc NYS ss38 1.91 5.12 3850 21 25 B84 0.60 1.80 ° ~NA NA USLIFE Corp NvSs 55.38 1.43 1as
EXEL Ltd nvs s0.75 2.25 0 63 45 13 3600 503 ' 1 32 3 32 ° a1.02 126 Washington National Nvs 1080 263 soa
Fremont General Corp Nys 2288 1.10 2.14 2600 2150 114 o0.76 332 7 22 90 100 Zenith National Ins NYS ores 11a sas
Frontier Insurance Group NYS 2325 690 29 37.50 rers T o4a8 206 20 Taea 1%€ zurich Reinsurance Centr NYS 29.13 0.87 o087
Gainsco Inc AsE 7753.13 6.06 041 763 127 0O04a 052 " 379 204 | SURERSREINSURERS AVERAGE iy .
General RE Corp NYS 12650 2985 243 120.13 101.75 579 192 152 17 57.17 221
Guaranty National Corp NYS 1ess zas 8.16 1863 1375 3050296 11 11 61 143 HEALTH MAINTENANCE ORGANIZATIONS
Harteysville Group Noa 2500 638 3.00 2000 1975 21 oes 272 18 20.18 1.24 FHP International NDQ 25 50 3.03 -oo7
Hartford Steam Boiler NYS 4250 494 ss8 5338 3588 134 =220 518 17 1ae2 2 91 Humana Inc NYS 23.13 4 52 221
HCC Insurance Holdings NDQ 2250 714 714 2250 1500 sa9 ooo ocoo 16 1075 2 09 Pacificare Heallh Sys NDQ 6550 3.15
Home Holdings Inc NYS 788 1486 1600 1825 300 262 0.00 coO 3 22 36 035 Safeguard Health Enter NDO 863 282 6.76
ITT (Hartford Group) NYS 20.75 3.71 2.40 9597 7700 1132 1.98 2.18 13 ao.95 1 82 Sierra Health Services NYS 30.13 1.26 aza
Kemper Corp NYS 4325 390 14.19 65 00 35 75 1673 092 213 12 28.68 151 United Healthcare Corp NYS 4363 205 332
Lincoln National NYS 3575 1.a42 2.14 43.88 34.63 859 A= as 13 31.99 1.12 U S Healthcare NoaQ 4088 1.55 -091
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Top advancing issues Re Capital Corp, Baldwin & Lyons Inc, USLICO Corp Leading decliners Home Holdings Inc., EMC Insurance Group Inc, Poe & Brown Most active issue U S Healthcare The 81 Index fell 0 9%, the Dow Jones 30 Industrials fell

=0 9%, the S&P 500 was unshapged and the_MB;E-5*nposite fell 0 6%
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It's a risky
world ...

but Duncanson & Holt has it covered.

We create innovative reinsurance products to cover the challenges
of an ever-changing world. As North America's largest accident

and health reinsurer, we offer a wide range of treaty and facultative
products including:

Special Risk/Personal Accident Specific & Aggregate Stop Loss

Occupational Accident Long Term Disability

Excess Portfolio Medical Long Term Care

We're known for financial strength and sound management, with

over $500 million in annualized premium and a per occurrence
capacity of $100 million.

In a world of risk, Duncanson & Holt is the reinsurance partner
you can trust.

dh

Duncanson & Holt Group

Atlanta, Chicago, Dallas, Hartford, London, New York, Philadelphia,
Portland (Me), San Francisco, Seattle, Singapore, Toronto



