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Updates
U.K. jury acquits Maxwells

and adviser of pension fraud
LONDON-Kevin and Ian Maxwell and

adviser Larry Trachtenberg were found in-
nocent Friday of defrauding employee pen-
sion funds of the media empire created by
the late Robert Maxwell.

All three faced charges of defrauding
Bishopsgate Investment Management Ltd.,
the connpany that managed the pension
funds, of approximately £22 million ($34.7
million) of shares it owned in an Israeli
company, Teva Pharmaceutical Industries
Ltd.

See Updates on next page

Massive reinsurance program in place
Nearly $2 billion lined up for California earthquake facility

By DOUGLAS McLEOD

SAN FRANCISCO-The largest
reinsurance placement in history
is about to bring a proposed Cali-
fornia earthquake insurance facil-
ify a step closer to reality.

A consortium of intermediaries
is close to wrapping up a nearly
$2 billion reinsurance program for
the California Earthquake Au-
thority, a $10.5 billion state-spon-
sored entity that would take over
most homeowners earthquake ex-
posures in the state.

Defying early doubts, the CEA
by last week had already at-
tracted more than $1.5 billion in
capacity, including commitments
6f $ 19 million or more from sev-
e-p:leinsurers (see chart)

* he successful placement will
fulfill one of three conditions set

by the state Legislature for the
targeted April 1 start-up of the
CEA. The facility's other condi-
tions are securing participation of
insurers representing at least 75%
of the state's residential earth-
quake market, and gaining tax-
exempt status from the Internal
Revenue Service.

Observers expect the participa-
tion requirement will easily be
met. California Insurance Depart-
ment officials were still waiting
last week for a ruling from the
IRS, without which "the whole
thing falls apart," a department
spokesman said.

"We continue to have what I
would term very positive conver-
sations with them," said Greg
Butler, deputy insurance commis-
sioner. ",They have been very re-
sponsive, if you can say that about

a government agency.
"I'm very confident that it's go-

ing to happen," Mr. Butler said.
Reinsurance brokers, mean-

while, expressed satisfaction and
some surprise with the success of
the placement of unprecedented
scale.

"I thought that it was achiev-
able but that there was a good
chance it wouldn't happen," said
John C. Graham, a San Fran-
cisco-based executive vp with
E.W. Blanch Co., the lead inter-
mediary on the program.

"Frankly, I didn't know capac-
ity of that kind existed when we
started this process."

"The reinsurance market has re-

acted very favorably to the fact
that they would have all of their
California personal lines earth-

See Quake on page 29

Exxon seeks more spill cover
Oil giant reaches partial settlement with insurers

By DAVE LENCKUS

IRVING, Texas-Exxon Corp. still is seek-
ing about $1 billion from its cargo insurers
to cover pollution and other damages stem-
ming from the massive Exxon Valdez oil
spill in Alaska-even after reaching a tenta-
tive $300 million partial settlement with the
underwriters.

The settlement for half of the policy limits,
which the insurers are expected to accept by
a Feb. 15 deadline, applies only to the por-
tion of Exxon's manuscript global corporate
excess policy that covers the Irving, Texas-
based oil giant for physical damage to

See Exxon on vage 30
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Seven years after the Exxon Valdez oil
spill, coverage litigation continues.
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Lead syndicate for proposed
$2 billion reinsurance layer

Authorization

(in millions)*
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Reinsurer

Partner Re.

Centre Cat

AXA Re

Munich Re

Swiss Re

Mid Ocean

Renaissance Re

Lloyd's underwriters

Total

$150

100

100

100

100

60

40

--27

$677

*Assumes 100% insurance industry participation
in California Earthquake Authority

Pooling resources for life 
Pool may write term life for members' workers 

By JOANNE WOJCIK

SAN FRANCISCO-One of Califor-

nia's largest excess liability self-insur-
ance pools may be adding a new line of
coverage: life insurance.

The Schools Excess Liability Fund is
exploring the feasibility of pooling the
term life insurance of its 1,100 member
school districts. The group is currently
launching a study to investigate how
much its members spend on term life
coverage and how much could be saved
by self-insuring.

If the program gets off the ground,
SELF will be the first California '
fund-and one of only a handful of
self-insurance pools throughout the
country-to use its joint powers author-
ity to pool life insurance benefits, said
John C. Wilson, executive director of
Sacramento, Calif.-based organization. 3

Generally, joint powers authorities-
California public entities that by statute
can pool the risks of their members-are
used for liability and workers compen-
sation coverage, he explained.

See Life on page 4

Maine's Atchinson primed for NAIC challenge
By MEG FLETCHER

GARDINER, Maine-State in-
surance regulators are lucky that
Maine Insurance Superintendent
Brian Atchinson is used to facing
challenges.

Whether it is reviving Maine's
collapsing workers compensation
market or facing a contested race
for president of the National
Assn. of Insurance Commission-

ers, Mr. Atchinson has demon-
strated an ability to cope with
problems that come his way.

The latest test emerged shortly
after he was elected NAIC presi-
dent in December.

Executive Vp David B. Sim-
mons, the organization's top staff
member, announced unexpectedly
that he wanted new challenges af-
ter four years at the helm and
tendered his resignation, effective
March 15 (BI, Jan. 15).

"You always get thrown a few
curveballs," said Mr. Atchinson,
who turned 42 last week.

He then responded with his
usual balanced approach.

While offering heartfelt praise
to Mr. Simmons for his dedicated

service, Mr. Atchinson and other
officers were quickly working to
isolate Mr. Simmons from regula-
tory policy matters, though Mr.
Simmons is still handling man-
agement duties. That protects
both a job-hunting Mr. Simmons
and the NAIC from the appear-
ance of impropriety.

It's "extremely important" to
find the right person, Mr. Atchin-
son said. "The position is a very
demanding one. A lot of people
look to this person to carry a lot of
water."

The NAIC will use "a very open
and inclusive process" to find Mr.
Simmons' replacement, including

a nationwide search, he said.
Meanwhile, Washington Counsel
Kevin Cronin will oversee regula-
tory issues and step in as acting
executive director after Mr. Sim-
mons leaves.

Mr. Atchinson followed NAIC

tradition by moving up to the
presidency after having served as
vp. His main support came from
reformist newcomers, who gener-
ally advocate openness and
spending limits.

In campaigning, the Maine reg-
ulator emphasized his record of
leadership as well as his ability to
work with all sides on an issue

and to forge consensus and mu-
tual understanding.

Long-serving conservatives en-
couraged Robert Wilcox of Utah
to challenge him, though a lack of
support caused Mr. Wilcox to
withdraw long before the final
ballots were cast.

Mr. Atchinson's goals for his
one-year term as NAIC president
reflect his commitment to broad

'Solvency will
remain regulators'
chief focus, and

the. . .accreditation
program will remain

our chief tool.'

Brian Atchinson r

E

regulatory concerns.
"Solvency will remain the chief

See Atchinson on page 26
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Reserve boost may hurt Sphere Drake ratings
HAMILTON, Bermuda-The ratings of

Sphere Drake Insurance (Bermuda) Ltd. and
Sphere Drake P.L.C. of London may be down-
graded following an announcement that the in-
surers will take a $45 million fourth-quarter
charge to strengthen reserves.

Sphere Drake Holdings Ltd., the parent of
both companies, estimates it may post a net loss
of up to $50 million in the fourth quarter, due to
the reserve strengthening and claims from Hur-
ricane Marilyn, which struck the Caribbean last
September. For the full year, the company ex-
pects a net loss of up to $18 million.

The announcement follows the sudden depar-
ture of Ian Dean as president and chief execu-
tive ofEicer of Sphere Drake last month (BI, Jan.
1). Mr. Dean, who resigned for "personal rea-

Integrated Pharmacy
Management: the Power of
both sides pulling together.

While most

pharmacy

management

programs limit their efforts to

prescription costs alone, at Aetna

Pharmacy Management, we know

that's just half the story...and just
the beginning of what is possible.

sons," was replaced by Michael Watson, for- ment on why it is adding to what the S&P
merly chief financial officer of Sphere Drake. thought were adequate reserves, Mr. Anthony

Mr. Dean's departure was followed shortly by said. "But we have no reason to believe that

the previously planned retirement of Jonathan J. there is any 'black hole,' " he added.
Crawley as president of Sphere Drake Under- The reserve increase also led A.M. Best Co. to

writing Management (Bermuda) Ltd. He was re- place its B++ rating under review with negative
placed by Bruce M. Jones, who had been senior implications, said Selina Man, senior financial
vp (BI, Jan. 8). analyst in Oldwick, N.J.

Bold financial moves are common after man- "My concern is that it will affect their flexibil-
agement changes, noted David Anthony, an an- ity and their ability to raise additional capital if
alyst at Standard & Poor's Corp. in London, they need to in the next few years," she said.
which has placed Sphere Drake's BBB+ rating However, the move was typical of Sphere
on CreditWatch with negative implications. Drake, Ms. Man said. "It is a company that

"We were a little surprised at the action, but stands out by always confronting bad news
new CEOs often do big housekeeping jobs when head-on so we never fear that they am hiding a
they come into the job," he said. much worse picture."

S&P will consult with Sphere Drake manage- -By Gavin Souter

As only an industry leader can,

Aetna Pharmacy Management has the

people, systems, programs and expertise
to manage a total health care program.

And when both sides "pull

together" your company pulls ahead

with more quality services, more

positive clinical outcomes, more cost

savings. Your employees experience a

rise in quality care while your health
care costs are lowered.

With so much to gain, why settle

drawing irom the Illinois Insurance Exchange under a plan involving
Classic Syndicate Inc. Only Classic would actually withdraw; another
syndicate, though inactive, would remain on the exchange.

for a pharmacy plan with only one
oar in the water? For more information

about how Aetna Pharmacy

Management can put the power of

integration to work for you, contact

Nancy Baba, Director of Sales and

Marketing at 203-636-7050·

/Etna
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Life
Continued from page 1

But life insurance is "fairly low
risk by comparison," he said. With
the aetuarial tables now available,
"it's probably the most predictable
line of coverage."

"And there's no tail," pointed
out Rollen Maski, senior vp of San
Francisco-based Aaron Richard-

son Insurance Services Corp., one
of two consultants working on the
project.

SELF hired ARISCO and Menlo

Park, Calif.-based Shepherd & As-
sociates to conduct the feasibility
study because of their experience
in developing self-insurance pro-
grams, including the Southern
California Physicians' Insurance
Exchange and Program BETA, one
of the nation's largest self-insur-
ance pools in the health care field.

The first part of the project will
include a survey to determine the
scope of life insurance coverage
SELF members currently provide
to their 600,000 employees state-
wide. SELF members include pub-
lic school districts, community col-
leges and the California State Uni-
versity campuses.

"We need to survey the school
districts to see how much life

cover they're buying and who's
covered," explained Ronald W.
Shepherd, president of Shepherd
& Associates. "We need to assess

the scope of the risk."
Based on preliminary estimates,

"most of the schools don't provide
a high degree of life insurance,"
Mr. Wilson said. "That's why this
is a fairly low-risk" venture.

For example, most SELF meat
ber employees have less than
$50,000 in employer-paid term life
insurance.

The consultants will also exam-

ine loss runs from SELF members'
current term life insurers to de-

velop rates and to determine re-
serves and the amount of aggre-
gate excess coverage to buy, as
well as to gauge appropriate ad-
ministrative costs, Mr. Shepherd
said.

Initially, a commercial life in-
surer will likely be contracted to
provide the administrative ser-
vices and excess coverage for the
program. But the ultimate goal is
to move to a totally self-funded
and self-administered arrange-
ment, he said.

"In designing the program, our
objective is to minimize the over-
head and expense loads associated
with the commercial life insurance

marketplace and tailor products to
meet the particular needs of par-
ticipating school districts," Mr.
Shepherd said.

Other aspects of the feasibility
study will look at possible tax con-
sequences, Mr. Wilson said.

For example, current U.S. Trea-
sury regulations leave in doubt
whether group term life insurance
must be fully insured to enjoy full
tax advantages, according to the
International Foundation of Em-

ployee Benefit Plans in Brookfield,
Wis.

The SELF feasibility study is
expected to conclude by April, but
there is no deadline for a decision

on when the program will start if
its feasibility is determined.

"July 1 is the start of the govern-
ment fiscal year, but I don't want
the pressure of a deadline," said
SELF's Mr. Wilson. "If we do it,

we want to do it right."
SELF, established in 1986 to

pool excess liability and workers
compensation for participating
California public educational
agencies, is one of California's
largest JPAs, with $114 million in
assets. im

tries $205 a year (kludes expedited air delivery). Canadian Post Interna-
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Crain Comm.inications inc.
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Health care credit card test marketed
DENVER-A non-profit health

care cooperative this month is test
marketing a credit card called
"America's HealthCard" that can be

used to charge medical expenses not
covered by insurance.

JustCare, a Denver-based alliance

of health care providers and consum-
ers seeking to reduce health care
costs and raise efficiency nationwide.
has chosen Colorado as the test site

for the card, which is being under-
written by Dial National Bank, a
subsidiary of Norwest Financial Ser-
vices of Des Moines, Iowa.

Although only a few hundred
cards probably will be released ini-
tally, within a few months 20,000 to
30,000 are likely to be issued, said
James A. Bryant, JustCare's vp of
development.

In a few months, consumers in

California, New Jersey and Texas
are to be offered the card if the trial

in Colorado rolls out as planned.
"It's sort of a managed growth see-

nario, to make sure we're successful
here," Mr. Bryant said.

The card is usable at the 40 hospi-

tals, 5,800 providers and 400 phar-
macies in Colorado that participate
in the Just:Care network.

The card, which is independent of
the major credit card associations,
allows the health care recipient to

pay for or charge any part of the ex-
penses not reimbursed by health in-
surance, including coinsurance, de-
ductibles and copayments.

It can be used only for medical-re-
lated expenses. For· financed ex-
penses, the interest rate is 1% per
month, with an annual percentage
rate of 12.96%.

A transaction fee of about 5% to

6% is added to the cost of each

transaction to help defray the ex-
penses of the cooperative, but this is
more than offset by savings achieved
by the group for its membens
through negotiated price discounts,
Mr. Bryant said.

The card can also be used for rou-

tine identification when doing busi-
ness with JustCare providers. It will
inform them of the customer's credit

status and plan eligibility. All trans-
actions are reported on a single
monthly statement to card holders.

-By Robert Krizel

Refunds from MSAs

INDIANAPOLIS-Employees
at Golden Rule Insurance Co. who

are covered in the company's
medical savings account program
this month received $823,022 in

MSA refunds.

Golden Rule employees have re-
ceived more than $2 million in

MSA refunds since the Indianapo-
lis-based insurer, which writes

personal and commercial lines
coverages. launched its MSA pro-

gram in May 1993.
Refunds in 1994 totaled

$734,037 and $468,549 in 1993.

The average MSA refund was
$997 per employee in 1995, Sl,002
in 1994 and $603 in 1993.

Under the MSA program, which
more than 90% of eligible employ-
ees opt for. employees are respon-
sible for paying the first $2,000 of
medical expenses for individual
coverage and $3,000 for family
coverage. Golden Rule contributes
$1,000 to the MSA for those with

individual coverage and $2,000 to
accounts for those with family
coverage,

Employees can take the money
out of the accounts during the
year to pay for health care ex-
penses. At the end of the year, em-
ployees are free to take in cash
any remaining funds or roll them
over into a special annuity.

Golden Rule Chairman J.

Benefit Beal

Patrick Roone: says employees
like the MSA program because it
offers first-do].ar coverage, the
freedom to sele-·t their own health

care provider and a chance to get
their money back at the end of the
year.

"With the MSA, the money is
sitting right there in the employ-
ees'savings acroun. for them to
get medical cre. S.ngle mothers
love this," Mr. Rooney said.

Golden Rule has been lobbying
Congress to change tax laws so
that employer contributions to
MSAs would not tleated as tax-

able income to empl,yees.
-87 1 erry Geisel

Savings education
Most emplo>ers could be better

at educating workers about saving
for re-«irement and how to invest

in long-term s,avings plans, : new
study by the Washington-based
Employee Benefit Research Insti-
tute indicates,

According to the survey of 1,000
employees, three-quarters are
confident about their financial fu-
tures in retirement but most have

not developed specific plans for
saving that will provide them
with enough money in their later
years.

Teaching workers about using

1

f

saving. programs such as 401(k)
plans can improve participation,
the survey says. Eighty-five pei·-
cent of those who had received ed-

ucatior_al materials or had been

offered seminars by employers on
retirement savings had read or at-
tended them.

Emp- oyers may want to give
special attention to educating
workeis with a high school di-
ploma or less because 75% of
those workers are likely to use the
employer-provided information.
compared to 89% among college
graduates. Four out of 10 of those
without ccllege degrees said thal
when they did consult the educa-
tional malerials provided, it re-
sulted in them increasing their in-
vestment in the plan.

Often, employees surveyed had

shortcomings in t.heir knowledge
of basic savings plan :nve. ting
strategy. Barely half of emp (,yees
know that U.S. government bonds
in the past two (ieee:ces have
yie-ded a lower rate of return than
stocks. Moreover. fewer than four

out of 10 respondents said they
know that it may not be ' safer" to
invest in employer stcck rather
than a diversified set of r.ocks.

One-quarter of those surveyed
who said they were very conf.dent
or somewhat confident about

their retirement incomes actually
have yet to sel aside :r.y money
for retirement. Workers earning
less than $25,000 a year are ospe-
cially .nclined to have no retire-

ment savings.
Information on the EBR. 1995

Retirement Confidence Suney is
available from EBRI, 2-_21 K St.

N.W., Suite 600, Washington. D.C.
20337-1896; 202-659-0€70.

-By Robert Kazet
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WCRB
Continued from page 2
and severity of claims that must
be used by an insurer to calculate
tne employer's premium.

Some employers would have
been helped and some would have
teen hurt by the fundamental
change in experience modifica-
tin.

For example, an employer with
high frequency of claims under
tne proposed system could have to
Fay more in premium than an em-
ployer with fewer but more severe
claims.

"Reserves for years have been a
big issue," Mr. Bellusci said. "A
let of employers just don't like the
fact that their reserve announts

are going in, and sometimes
claims settle for less than the re-

serves and it is still being counted
against (the employers). So this is

trying to address that. And in re-
cent months, there has been quite
a bit of ·litigation on this issue,
too."

Among the noteworthy court
cases is one in which a Los Ange-
les jury last fall ordered the State
Compensation Insurance Fund to
pay $20.3 million to Joe Notrica
Inc.

The jury found that the workers
comp fund acted in bad faith and
the Superior Court judge prohib-
ited the fund from reservng
claims for their "maximum prob-
able potential" and instead or-
dered SCIF to return to its prior
standard of reserving an amount
the insurer reasonably expects to
pay (BI, Sept. 4, 1995).

SCIF, which in September
called the ruling a "miscarriage of
justice," is appealing the decision
and is one of the insurance com-

panies that supported the WCRB's
proposal.

At Allendale Insurance, we

believe that most property loss

can be prevented. But that means

asking some very tough questions,

and looking for risk in some unlike

ly places. For example, take vegetable

oil in plastic bottles. Conventional wisdom

has been that warehousing this very high

flashpoint liquid presented no more of a

hazard than storing ordinary combustibles.

Yet tests conducted through our owner-

ship of Factory Mutual Research

revealed that even sprinkler sys-

tems arranged for high hazard
46

commodities could not control fires

of this type. Further tests revealed that

this was no ordinary combustible. Once

heated by the fire in their cardboard pack-

aging, the plastic bottles leaked and the

preheated vegetable oil burned with the

intensity of a flammable liquid. And once

the fire spread from the cardboard to the

ff-

The WCRB began developing its
proposal long before the jury's de-
cision in the Notrica case.

"At State Fund, we are in favor
of it predominantly because it
does address the larger issue of

employer lawsuits over claims re-
serves," said Frank Floyd, com-
munications and education center

director for the San Francisco-
based insurer.

"It's not the best solution, but
it's one solution."

Insurers opposed to the plan
have legitimate concerns, Mr,
Floyd said.

For example, the American In-
surance Assn. said the plan is
flawed because it would not ac-

count for claim costs and would

thus reduce employer incentive to
provide a safe workplace.

Employers have been critical of
insurer reserving practices and
explanations of how the reserves
are set, said Charles Bader, execu-

..
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tive director of the Californians

for Compensation Reform, a busi-
ness group in Sacramento. But, in
pitching its proposal to employer
groups, the WCRB was not clear
on how it would solve problems.

Additionally, "open rating kind
of makes ex mods almost a passe
issue," Mr. Bader said.

The advent of open rating
brought rates tumbling down as
insurers have fought for market
share in the state. As rates dive,

some employers have become apa-
thetic about issues such as loss re-

serves.

The WCRB was itself divided on

its proposal, according to observ-
ers. The organization's governing
board split 5-4 on whether to pur-
sue it.

The WCRB is a non-profit agency
and licensee of the insurance com-

missioner, with governing board
members who represent labor, em-
ployers and insurers., El

liquid, the fire was uncontrollable.

This led to the development of a

strategy aimed at replacing conven-

tional in-rack sprinklers with the

quick response model, and spacing

them closer together. As a result the fire

is suppressed in its earliest stages when

it's limited to the cardboard. This solution

is easy to implement and uses the sprin-

kler piping and water supplies normally in

place in grocery warehouses. Plus, it

doesn't interfere with normal

; warehouse materials handling.

The truth is, this is but one

UAL SYSTEM
example of how we never stop look-

ing at commodities and the hazards they

pose. In fact, for over a century and a half,

we've never stopped asking the kind of

4 difficult questions that lead to the cost-
effective solutions our clients need to min-

 imize risk. Even if that means looking in

places as surprising as, yes, a salad.

©1996 Allendate insurance, P.O. Box 7500. Johnston, Rhode Island, 02919

Hopes alive
on product

liability
House, Senate

accord predicted
By MARK A. HOFMANN

WASHINGTON-Of the risk

management-related legislation
now before Congress, a federal
product liability bill has the best
prospects, said a pair of insurer
lobbyists.

"It's possible within the next
month that the product liability
bill could come out of the confer-

ence committee," Tom O'Day, as-
sociate vp-federal affairs at the
Alliance of American Insurers in

Washington, said during a brief-
ing last week.

House and Senate conferees late

last year began trying to resolve
differences between a Senate

measure limited to product liabil-
ity and a House bill that would
make significant changes to the
entire civil justice system.

Mr. O'Day predicts the commit-
tee will report out a measure that
looks much like the Senate

bill-S. 565. But the compromise
legislation will contain a few
"bells and whistles" from the

broader House bill, he said.
President Clinton has said he

would not support the House bill,
but may accept the more moder-
ate bipartisan Senate bill. Mr.
O'Day warned, however, that the
president continued to say that he
would sign a mild securities liti-
gation reform bill almost until the
measure reached his desk, and

then vetoed it. Congress reacted
by overriding a Clinton veto for
the first time,

House supporters of the product
liability legislation probably have
enough votes to override a veto of
H.R. 956, but the outlook in the

Senate is far less certain, he said.
Besides product liability legisla-

tion, both a Superfund bill and
legislation to create a natural di-
saster insurance fund have a

chance of success in Congress,
said David M. Farmer, the Alli-
ance's senior vp-federal affairs.

"The next 90 days are critical"
to the Superfund measure, he
said.

It is still unclear just what
shape the legislation finally will
take. Both the House and the Sen-

ate are "still grinding" away at
legislation and looking at how to
handle the liability for old pollu-
tion where more than one party
contributed. For example, sena-
tors continue to believe that acts

committed after Superfund's 1980
enactment should not be the bene-

ficiaries of whatever kind of ret-

roactive liability reform is passed,
while the House leaders continue

to look at a 1987 cutoff, he said.
"We're hoping we're going to

get a bill this year, but as you can
see, there are a lot of variables,"
he said.

"We'd prefer to see things go
forward on a bipartisan basis,"
said Mr. Farmer. The "go-it-
alone" approach taken by the
GOP leadership on some issues
has not always worked, he said.

Mr. Farmer said that the House

Commerce Committee may hold a
hearing on the impact of environ-
mental liabilities on insurer sol-

vency. A spokesman for the com-
mittee said that no such hearing
had been scheduled yet. .*Ii
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Opinions

Airing complaint with court
THE U.S. SUPREME COURT last week missed anopportunity to bring a little more sense into the U.S.
tort system when it declined to review a New Hampshire
case involving air bags.

The case, Ford Motor Co. us. Tebbetts, focuses on a

lack of air bags in a 1988 Ford Escort and whether a
product liability suit should be allowed to go forward in
New Hampshire courts even though the federal govern-
ment did not require that cans have driver's side air bags
until 1990. Instead, the Escort had a motorized automatic
shoulder belt and a manual lap belt, safety options that
met federal standards when the Escort rolled off the as-

sembly line.
It seems like common sense that a manufacturer should

be able to protect itself against product liability expo-
sures by complying with a federal safety standard.

But that isn't what happened to Ford Motor Co. after a
young woman died in a single-car accident while driving
her 1988 Escort. Her mother sought a damages trial, al-
leging that, under state law, a car without air bags was
unsafe. Ford argued that the case should be dismissed be-
cause federal car safety laws pre-empt state common law
and its car met the federal standards at the time of man-

ufacture.

A lower court agreed, but the New Hampshire Su-
preme Court overruled the lower court. While not ad-
dressing the issue of safety, New Hampshire's highest
court ruled unanimously that the trial should proceed
(BI, Sept. 25, 1995). Ford appealed, but the U.S. Supreme
Court declined without comment to hear the case.

What's particularly troubling about the court's inaction
is that the Ford case is not unique. Only a few weeks ago,
the Indiana Supreme Court allowed a similar case
against General Motors Corp. to go forward. The case in-
volves a truck made in 1986, four years before air bags
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became mandatory (BI, Jan. 15).
There isn't a question that Ford complied with federal

recommendations; it did. That the automaker still should
face a product liability claim for complying with those
regulations smaeks of Franz Kafka. And to allow even
one case to go forward in which a manufacturer faces a
legal liability because it did what the federal government
encouraged it to do is to open the litigation fLoodgates,
which will work to virtually no one's benefit.

It is inevitable that the justices will get another chance
to deal with the question raised in the Ford case. We can
only hope they don't throw away the next chance to re-
store sanity to this corner of liability law.

Le#er<

More to Louisiana legislation than meets the eye
To the editor: In a Dec. 18, 1995, edito-

rial, "Louisiana Putting RRGs at Risk,"
your publication took to task legislation
enacted during the 1995 session of the
Louisiana Legislature and licensing pro-
cedures of the Louisiana Department of
Insurance.

It is important that your readers are
made aware of certain facts relating to
the licensing of risk retention groups in
Louisiana in order that they understand
the procedures involved. In your article,
you refer to "an unusual application
procedure." This statement is mislead-

ing.
Risk retention groups are required to

complete and file with this department
the same application as any other for-
eign or alien insurer seeking to do busi-
ness in the state of Louisiana.

Applications for foreign and alien in-
surers are accepted from March 1 to
Sept. 30 of each year.

The information required to be filed

with this department by insurers and
risk retention groups seeking admission
to this state is what would be expected
of any prudent regulatory oversight and
is necessary to protect the citizens of
this state.

In your article, you further state that
"risk retention groups have been a great
success."

When I assumed office in November

1991, a Louisiana-domiciled risk reten-

tion group which issued medical mal-
practice policies was in receivership. At
this time, we do not know what the final

cost of the insolvency will be. However,
in human terms it has been staggering.
Claimants have been unable to recover

for losses they suffered, and policyhold-
ers were left without adequate protec-
tion.

Since 1991, at least eight risk reten-
tion groups have been declared insol-
vent. Risk retention groups are prohib-
ited from belonging to guaranty funds.

Claimants and policyholders are ex-
posed to significant losses in the event of
insolvency

Your commentary fails to point out
the inherent danger in allowing a newly
formed insurance entity to operate in 50
states simply by filing a financial report
with the respective regulator.

Furthermore, it is not practical to ex-
pect that a domiciliary regulator can
monitor the activities of a risk retention

group in each state in which it does
business.

It is incumbent upon insurance regu-
lators to know what entities are doing
business in their state and what type of
coverage the entity is issuing. The pur-
pose of the Louisiana licensing process
is to confirm and provide a record of this
information.

James H. Brown

Commissioner of Insurance

State of Louisiana

Baton Rouge, La.

Gridlock or issue of principle? Bravo to Hunter's
CIGNA critique

Business Insurance welcomes letters j
to the editor. The section is intended to

be a forum for readers' opinions and
comments. We reserve the right to edit
letters for clarity or space. We wilt not '
publish unsigned letters. Please send
your letters to Letters to the Editor,
Business Insurance, 740 N Rush St.,
Chicago, m. 60611; faz: 312-280-3174;
e-mait: 76735.3045@compuserve.com.

To the editor: Regarding your Jan. 8 edi-
torial, "Congress Can Stop Gridlock," it is
not compromise vs. gridlock that we face.
Rather it is compromise vs. principles.

It is "compromise" and end up with busi-
ness as usual, or stick to plinciples and re-
ally reduce the size of the federal govern-
ment before it is too late for our children.

Congress, keep up the good work. I'rn
proud of those of you who have decided to
do the right thing-regardless of the polls.

Walter R. Curtner

President

Curtner Risk Management Inc.
Denver

To the editor: I don't agree with Bob
Hunter too often, but this time I most
emphatically do.

Of course, I am referring to his mas-
terful Jan. 8 criticism of the CIGNA

Corp. restructuring plan: "CIGNA's Re-
structuring Plan Signals Trouble."

He told it like it should be told, and

there is ngthing I could add. Except
"Bravo."

Alfred J. Jaffe

Somers, N.Y.
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1 11Today, you don t nave to be in an environmental business
to need environmental insurance.

In today's business climate, environmental rislz affects more tllan just environmental businesses. Now virtually every
business -- from architects and engineers to manufacturers and commercial developers.- even warehouse facilities -- face
potential environmental liability. Without the specialized coveraile of environmental insurance, these businesses could suffer
serious consequences.

Today, affordable insurance products to address your environmental riss are available throuilll ECS

Underwriting and Reliance National. At tlle forefront of environmental insurance since 1979, no one 
provides a stronder array of environmental insurance products. Tkat means you can properly address your
environmental liability exposures and benefit from a level of experience and service, unequaled in tlie ECS

insurance industry... and available only through ECS Underwritingi. Underwriting,
Inc.

An ECS CompanyWliether you're a pii farmer or a pavind contractor -- the business you're in lias an environmental
exposure, and your current insurance may not provide the coveraie you need. Don't find out tlle hard way. THECHOICE

Call 1-800-ECS-1414 and tallz to tlie experts at ECS Underwritinli today. Reliance National

Environmental insurance protection for Worldwide inclustry.
Protectind: Architects & Endineerinil Firms • Banks & Financial Institutions * Commercial 6f Residential Developers

Liillit Industry & Manufacturing* Wareliousin/ * Wastewater Treatment Facilities • And Others
520 Eagleview Boulevard, RO. Box 636, Exton, PA 19341. Oreall 1-800-ECS-1414 (In PA 610-458-0570), FAX 610-458-8667.

Programs are underwritten by Reliance National Indemnity Company, a member of the Reliance Insurance Group.

European Office: ECS Underwriting, 4th Floor, Ibex House, 42-47
Minories, London EC3N 1DY. Orcall 0171-711-0222, FAX 0171-711-0223
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Energize Your Full Potential
Become a Certified Employee Benefit Specialist

B
y becoming a Certified Employee Benefit
Spicialist (CEBS), you will receive a
comprehensive benefits education, peer

recognition and the right to use the most
highly respected and widely recognized
credental in the employee benefits industry.
Plus, with re,v zomputer-besed testing, pu
can design ycur study program around your
own persoral schedule.

r
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No other program offers these benefits!

Join the over 6,000 benefit professionals who

have enhanced their careers through CEBS.

For a free catalog, call 1-800-449-CEBS (2327).

CEBS Department
International Foundation of Employee Benefit Plans

18700 W. Bluemound Rd., RO. Box 1270

Brookfield, WI 53008-1270

Telephone (414) 786-6700
Fax (414) 786-8650

Hospitals
Continued from page 2
hospitals that band together and
form these trusts could not-the ju-
dicial branch cannot undo the "im-

perfect" work of legislators, the ap-
peals court said.

The ruling is a blow to the trust
funds organized by several dozen
Florida hospitals. With the trust
funds considered taxable entities,
that will mean that income earned

by the trusts will be taxable.
Nationally, though, the impact will

be only minor.
For example, the mling would

have no effect on the hundreds of

tax-exempt pools organized by pub-
lie entities to cover their property/ca-
sualty risks. Section 115 of the Tax
Code gives favorable treatment to
public entity pools, noted Tom Jones,
a partner with the law firm of Mc-
Dermott, Will & Emery in Chicago.

Why more and more
benefit managers are

doing their own
transplant surgery.

Th«re providing better benefits
and reducing stop-loss rates with
the new Celtic Transplant Program.

Ith a fact: when someone needs a transplant, it

can be just as hard on your company as it is on

your employee. Just one claim can raise your

stop-loss rates sky-high. But now herek

valuable protection for everyone. The

new Celtic program lets you

carve transplant coverage

out of your benefit plan
and offers:

• first-dollar coverage

 • access to leading transplant centers
V • stop-loss renewal protection

• fixed transplant expenses

• lower stop-loss premiums

Ask your TPA about the Celtic Transplant Program.
Or call Celtic for more information.

800-849-4320

CELTIC

Rated A- Excellent by AM. Best Company

© Celtic Life Insurance Company, A Celtic Group Company

Pools formally organized as recip-
locals by tax-exempt organizations
also receive favorable treatment un-

der Section 832(f) of the Tax Code,
he said.

The appeals court ruling involves
three Florida trust funds:

• The 23-member Florida Hospital
Trust Fund, which provides coverage
of up to $250,000 per claim with an
annual aggregate limit of $1 million.

• The Florida Hospital Excess
Trust Fund, which has 26 members

that provide up to $10 million of
coverage with a minimum retention
of $250,000 per claim and an annual
aggregate retention of $1 million.

• The 31-member Florida Hospital
Workers' Compensation Fund, which
was established to cover workers

comp claims.
The trust funds rmeive payments

from members based on actuarial

projections. Those payments are ad-
justed later, resulting in other assess-
ments or a refund or credit to reflect

the funds' actual experience.
In 1990, the funds applied to the

Internal Revenue Service as tax-ex-

empt hospital service organizations.
In 1992, the IRS denied the requests,
saying the trust funds' activities
were not covered by the list of ex-
empt activities of tax-exempt hospi-
tal service organizations.

In appealing to the Tax Court, the
trust funds argued that when Con-
gress in 1988 expanded the list of ac-
tivities allowed by tax-exempt hospi-
tal service organizations to cover the
purchase of insurance, legislators ef-
fectively were interchanging the
words "acquisition" or "providing"
with the word "purchasing."

The trusts said the 1988 law

broadens the scope of insurance ac-
tivities that hospital service organi-
zations could engage in and still re-
tain their tax-exempt status.

The trusts argued that the 1988
law should be considered amid the

backdrop of the 1980s, when insur-
ance for hospitals was in a state of
crisis "with no known method of ac-

quiring primary or professional lia-
bility insurance."

The court disagreed, though, and
declined to view "purchasing" and
"providing" as interchangeable.

The meaning of the term . 4

pur-

chase of insurance on a group basis'
denotes a commercial transaction in

which a cooperative hospital service
organization negotiates and executes
the purchase of insurance for its
membership as a group," the Tax
Court said, adding that the trusts
had taken on the role of insurers.

The 11th Circuit said it empa-
thized with the trust funds, noting
that no commercial insurer even

wanted the smaller hospitals' busi-
ness in the late 1980s. "By definition,
therefore, there can be no overriding
anti-competitive concerns about the
trust funds' operation in the insur-
ance marketplace as tax-exempt en-
tity, enjoying an unfair advantage
vis-a-vis their for-profit competi-
tors," the court said.

Nonetheless, the Tax Court's inter-
pretation of the 1988 law was cor-
rect, the appeals court ruled.

"From a statutory construction
standpoint, however, it is clear that
included in (the Tax Code's) list of
exempt activities is the 'purchasing
of insurance on a group basis' and
omitted from this list is the 'provid-
ing of insumnce '" the court said.

"While we recognize the apparent
need expressed in the position of the
trust funds, we find the law, as writ-
ten, does not grant them tax-exempt
status. It is not the role or power of
the judiciary to remedy a legislative
statute by opinion," the court said.

Attorneys for the trust funds did
not return calls for comment.

morida Hospital nist And et al. us.
Commissioner Of Internal Revenue,
11th US. Circuit Court Of Appeals;
No. 94-3377.
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Nigel Lighthouse doing
Mr. Tambourine Man.

Bad Numbers

.

Mabel Lockhart's rendition of Light my Fire.

Frankie Fanelli's version of

That's Amore.

Good Numbers
State Fund'§

New Commission Structure

Here's news that should be music to your ears. State Fund is paying higher commissions. In fact, we've expanded our

commission base to all premium levels on qualified accounts. So now you can take advantage of the additional markets State Fund
provides. And offer your clients more options like additional discounts on our new managed care product, the State Fund-Kaiser

Permanente Alliance. For more information and to find out about certification, just call State Fund at 1 -800-834-2393.

STATE
COMPENSATION

INSURANCE

FUND
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This plan is such a breakthrough, we call it The Power-And it empowers Uou to protect private companies with less

than $ 100 million in assets like no other policy. The Power not only includes employment practices liability

and duty to defend coverage; it has optional entity coverage that goes beyond any other in the insurance industry.

For The Power Kit, Email info@execrisk.com, fax (860) 408-2288, or call 1-800-432-8168.

Executive Risk A
Executive Risk Management Associates is the underwriting manager for Executive Risk Indemnity Inc. (ERII), Executive Risk Specialtu

Insumnce Company (ERSIC), and The Aetna Casualty and Suretg Company's directors and o#icers (D&0) liability insurance. It also underwrites
Lawuers Professional Liability insurance, Miscellaneous Professional Liability Insurance, and other coverages for ERII and ERSIC.

Coverage may not be available in all states.
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Tbe lights iii our office are allritys on

Contact us 24 hours a dav on the Internet

http://www.rlicorp.com/

RLI's home page on the Internet Worldwide Web

means you can now contact us 24 hours a day, from

arywhere in the world. H you've got a laptop or a
desktop computer, our doors are always open.

RLI
Ambme#* Inwdwe

9025 N. Lindbergh Dr. • Peoria, IL 61615
Ph: [309) 692-1000 • Fix: (309) 692-1068

RISKMASTER

We just made il ere,1 easier

./br-VOL, to "PLAY TO W]N "

irilb tbe i,lost advanced

Winalows "u risk iuciticigement

system arailable. Besides

re-ince,IliNg RISKMASTER,

one of I be i.dustries most

prown products, ice,//so

created three neze Customer

Flexibility Pricing Packtiges.

The -new pricing picnis bell,

yoti save nioney. letti,Ig you

need, wben you need I beni.

[PLAY TO yNINI

P C--151

r

Property/casualty
information resource

AUTOMATED SYSTEMS

AND SOFTWARE

FOR AGBNTS AND BROKERS

• AMS-AIM Division offers an

article witt tips on buying a pros-
pect list frim a data vendor Re-

quest item 101.

I AMS Management Systems
Group details how agency m:nag-
ers can get producers to use
agency auomation systems. Re-
quest item 102.

I An instructional guide to using
a computcrized system for the

Microsoft'

POLICY MANAGEMENT

IrRESERVE

.. 1.'ll). 11] . S...J (11

r....r......2
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GENERAL CLAIMS

1

WORKERS' COMPENSATION

Access SOL Server, Oracle. Intormix or

5+2Se. Ckt a free RISKMAg'ER/Wits
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1,v <:,dcrirs now.
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-Technology

61401*-Int.

New RISKMASTER/Win Seminars: Feb. 6 Dallas • Feb. 7 Nas-wills • Feb. 8 Houston • Feb. 22 St Louis • Feb. 28 Secaucus, NJ • March 5 Ft.
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quoting and preparation of pre-
mium finance agreements is of-
fered by Agency Premium Re-
source Inc. Request item 103. r

• Agency Services Inc. provides a

user guide for a system that re- j
ceives and manages motor vehicle
reports for insurance agencies. Re- r
quest item 104.

• An outline of five reasons an j
agency needs to upgrade its
agency management system is sup-
plied by AMS Management Sys-
tems Group. Request item 105.

• The Insurance Institute of

America's three-course Associate

in Automation Management desig-
nation program is described in a
flier. Request item 106.

• An article reprint describing
how custom programming helped
an agency to compete and earn
dividends is provided by AMS
Management Systems Group. Re-
quest item 107.

• A full functioning demonstra-
tion copy of software used to com-
pute workers compensation modi-
fication factors is from Specific
Software Solutions Corp. Request
item 108.

AUTOMATED SYSTEMS AND SOFT-

WARE FOR INSURERS

• INSTEC provides an article ex- ,
amining new approaches to im-
proving the delivery schedule of
automated products. Request item
204.

• Geographic Data Technology
offers a newsletter detailing the
use of a geographic information
system by an insurer to help speed
the recovery process after a catas-
trophe. Request item 205.

• An automated sales center for

Windows is critiqued in a maga-
zine review provided by AMS-
AIM Division. Request item 206.

i Two fact sheets from Trans

Union/DATEQ summarize several
information retrieval and database

products. Request item 207.

• Medata Inc. supplies a brochure
explaining the features of an elec-
tronic data interchange billing re-
view system. Request item 210.

• A PC-based client/server soft- -

ware application for high-volume
loss reserving analysis is reviewed
in a booklet from Price Water-

house L.L.P. Request item 212. 0

• A brochure detailing loss re-
serving software and a corre-
sponding booklet with sample out-
put reports is supplied by Price
Waterhouse L.L.P. Request item
213.

CAPTIVES

• The State of Vermont Economic

Development Department offers a
conference update with an over-
view of various educational semi-

nars. Request item 301.

• Determining the cost effective-
ness of a captive program is the
subject of an article from Com-
monwealth Risk Services Inc. Re-

quest item 302.
Continued on next page



Continued from previous page
I Fact sheets provided by Mead-
owbrook Insurance Group Inc. dis-
cuss the formation, management
and benefit of captives. Request
item 304.

• A comprehensive overview of
Vermont's captive insurance indus-
try is provided in an information
packet. Request item 305.

I Marsh & MeLennan Cos. Inc. de-

tails the role of captives in a semi-
annual newsletter. Request item
306.

• A guide from Northern States
Management Inc. describes the nec-
essary procedures for setting up a
captive. Request item 307.

COMMERCIAL

PROPERTY/CASUALTY

INSURANCE

I Executive Risk Management As-
sociates provides a summary of its
findings from a survey conducted
on directors and officers liability
and D&0 insurance. Request item
401.

• Great American Insurance Cos.

provides two brochures describing
different types of directors and offi-
cers insurance coverage, including a
middle-market program. Request
item 402.

I A chart with a financial analysis
of the surplus lines industry is of-
fered by the Illinois Insurance Ex-
change. Request item 404.

I Hinshaw & Culbertson offers an

essay addressing the extent to
which an insurance broker will be

treated as the agent of the insurer
under Illinois law. Request item
405.

I A brochure that explains the di-
rectors and officers claims-handling
process is provided by Executive
Risk Management Associates. Re-
quest item 406.

I Snow removal insurance for cor-

porations and public entities is de-
tailed in a paper from Worldwide
Weather. Request item 407.

I Smith, Bell & Thompson Inc.
presents a newsletter focusing on

, major areas of liability for health
care providers. Request item 408.

I Baldwin Sadler Corp. provides
an information kit explaining vari-
ous commercial auto liability prod-
uct lines. Request item 410.

I An article reprint discussing di-
rectors and officers claims handling
for community banks is offered by
Executive Risk Management Asso:

9 ciates. Request item 411.

I An Insurance Information Tech-

nologies Inc. paper traces the forces
0 that have altered the P/C market-

place. Request item 412.

I Key issues and trends affecting
the P/C industry are discussed in a
newsletter provided by Swiss Re
America. Request item 413.

I Hinshaw & Culbertson presents
an article explaining the obligations
and legal liability of an insurance
agent or broker. Request item 414.

• The American Institute for

CPCU and the Insurance Institute

of America supply a catalog of
property/casualty insurance courses
and programs. Request item 415.

• Executive Risk Management As-
sociates provides an article describ-
ing non-profit organizations' need
for comprehensive directors and of-

ficers coverage. Request item 416.

I A Worldwide Weather paper ex-
plains different contingency cover-
ages like prize indemnity, event
cancellation and non-appearance.
Request item 417.

I CIGNA Property & Casualty
Co./Baldwin Sadler Corp. provides
information on a new commercial

and personal services professional
liability facility. Request item 418.

• An introductory brochure to the
exposures faced by non-profit orga-
nizations is offered by Executive

See Resource on page 18
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The Risk Management Information Resource section is an editorial compilation of current infor-
mational and educational materials on topics of interest to risk management, financial and insurance
executives.

The listings are published as an editorial service by Business Insurance; there is no charge to list mate-
rials in the section.

The materials, all of which may be obtained free of charge to Business Insurance readers, are orga-
nized under 17 headings.

Employee Benefit Information Resource listings appeared in the Jan. 1 issue of Business Insurance.
To receive any of the free materials listed in this special section, please write the key numbers of those

items on the reader service coupons that are printed throughout the section. Fill out the remainder of the
coupon and mailit to:

Business Insurance Reader Service Center

650 S. Clark St; Sixth Floor,
Chicago, Ill. 60605-1702

All requests for materials must be received before April 22 in order to be processed.

11 11$50,000 A Minute ..m

Estimated cost of back injuries to American businesses in 1996.

Low Ba¢
Control & T

vention,

Symposium

Learn The Facts:

Prevention

Medical Aspects of Acute Back Injury
Chronic Low Back Pain Treatment

Industrial Programs

Learn From The Experts:

William S. Marras, Ph.D., The Ohio State University

Gunnar Andersson, M.D., Ph.D., Chicago Rush Presbyterian

Lester Sacks, M.D., Ph.D., Travelers Insurance

and more than 20 other internationally recognized experts.

March 11-13

Adam's Mark Hotel, St. Louis

Registration Fee: $485
Additional Pre-Symposium Workshop: $250

Knowledge is the best prevention.

For more information, call:

(800) 842-0282

SPONSORED BY:

'IkavelersInsurance
A Member of TravelenGroupj



Swiss Re Ameiica:
4

Best In Reinsurance.

Talk to us, and the door opens on the entire world of reinsurance.

We provide total access to Swiss Re's unequalled global network.

Capacity? We offer substantial capacity to meet your needs.

Treaty or facultative? Our account representatives offer both,

in whatever combination you need.

Specialized expertise? We are leaders in a whole range of specialty

areas induding engineered risk, ocean marine, surety, and environmental.

Or would you like to explore new techniques in state-of-the-art

financial reinsurance? Just call us.

Swiss Re Ameiica.

Where you can access it all.

SWISS REINSURANCE AMERICA CORPORATION 237 PARK AVENUE, NEW YORK NY 10017 (800) 223-1919
ATLANTA BOSTON CHICAGO DALLAS NEW YORK PHILADELPHIA PHOENIX SAN FRANCISCO III

Swiss Re America
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Business To obtain copies of literature and information about products and information serv,ces listed In the January 22 info section, simply indicate the
Resource Associates provides a br@hure

examining a Harris poll on the
Insurance 1 Resource key numbers for the items you want and mall the coupon to risks faced by directors and offi-

Business Insurance Reader Service Center

650 S Clark St, 6th Floor Continued from page 15 cers Request item 423
NOTE THIS COUPON WILL NOT BE SERVICED

AFrER APRIL 22, 1996
Chicago, IL 60605-1702 Risk Management Associates Re-

• An article that explores errorsquest item 419
All questions must be answered in order to have your and omissions insurance covei -

inquiry processed
I The Illinois Insurance Ex- ages for real estate professionals

Please check one item for each category is offered by Executive Risk Man-
1 Myorganization is best described as change offers a directory of syndi-

cate profiles, including preferred agement Associates Request item
A O Mfg/Svcs F 0 Ins Agent K O Adi/Apprs

r
424

8 0 Association G 0 Ins Broker L O TPA terms and conditions Request
C 0 Union H o lns/Reins Co MO Health Care Item 420
D 0 Government 1 0 Actry/Conslt Inst • ECS Underwriting Inc offers a
E 0 Educational Inst J 0 Attorney N G Other fact sheet on loss control solutions

2 Number of employees • Tri-Arc Financial Services Inc
for environmental service compa-

1 0150 or fewer 2 [] 151 499 3 j 500-999 presents a paper with coverages
4 0 1,000-4,999 5 05,000 or more 6 0 Unkown

Please print clearly
available for long-term auto leas- nies Request item 425

3 My title is best defined as Name ing Request item 421
'f

A O Administrative Mgt D O Benefits Mgt • A state-by-state analysis on the
8 0 Financial Mgt E O Loss Prevention Mgt Title insurability of punitive damages
C 0 Risk Mgt F 0 Other

• Insurance and loss control so-

4 My purchasing Involvement for the requested products ks to Company lutions for members of the con-
in the United States is available

from Wilson, Elser, Moskowitz,
1 D recommend only 2 0 specify 3 0 approve Address struction industry are described

Edelman & Dicker Request item
5 Do you now receive a personally addressed copy of in an article by ECS Underwriting

Business Insurance' City State -ZiP Inc Request item 422.
426

A m Yes BO No, please send Business Insurance
subscription Information Phone ( )

• Executive Risk Management
• Reliance National Insurance

Co 's products and programs are
detailed in a comprehensive direc-
tory Request item 427

.%

. lit • A fact sheet on environmental
' F Elli

exposures for industrial and com-
f mercial facilities is offeied by

ECS Underwriting Inc Request
item 428.

1-C .

JAIlS • Eagle International Associates
<L offers a directory of adjusters, at-

j r'.
torneys and claims-related ser-

d f SA- ...1 vices by state and country Re-
quest item 429

• A fact sheet and packet on

/1,5 home sellers Insurance for real es-

tate agencies is offered by NAS
Insurance Services Inc Request
item 430.

I The Duncanson & Holt Group
, r'. D

offers a book describing an ap-

@ ''47 proach to underwriting individual
long-term care insurance. Request

"

j
item 431.

.

JL
rk'.

I An informational sheet de-
''k ,

scribing casualty insurance for
hazardous waste and materials

»f

¥2,
4 transporters is offered by ECS

Underwriting Inc Request item
433.

//

93
r ht • NAS Insurance Services Inc

offers a packet of Information on
tenant discrimination legal ex-
pense reimbursement insurance.
Request item 435

r.

... • ECS Underwriting Inc pro-
vides a fact sheet on pollution and
remediation legal hability. Re-
quest item 436.

• A book analyzing the unfair
* claims settlement practices prohi-

bitions is offered by Wilson, Elser,
Moskowitz, Edelman & Dicker

1 Request item 437

I NAS Insurance Services Inc

offers an information packet on
employment practices liability in-
surance for wrongful discharge,
discrimination and sexual harass-

ment claims Request item 438

When it comes to reinsurance, our industry-designated treaty underwriters are I An assessment for using
highly qualified to provide a superior level of broad-based knowledge and expertise. wrap-up programs to insure ma-

In fact, our ability to assist our producers and provide valuable insights and lor construction projects iS avail-
able in a booklet offered by CI-recommendations about treaty structure, pricing and conditions, for a wide range GNA Corp Request item 439

of classes, is well known. No wonder so many insurance professionals count on Skandia
America Re for solutions to their treaty reinsurance needs. FIDELITY AND SURETY

AVA Skandia • A survey of fidelity law and
Branch Offices crime coverage is offered by

Clausen Miller Request item 701
New York Atlanta San Franeisco

Skandia America Tel (212) 9784925 Tel (404) 303-9710 Tel (415) 398-1700

Fax (212) 385-8660 Fax (404) 303-9712 Fax (115) 398=1544 • The American Institute for

Reinsurance Corporation (800) 242-7044 CPCU and the Insurance Institute

Rated "A- (Excellent)" by A.M. Best Company Chicago Skandia/Facman of America offer a flier describing
Tel (312) 236-7833 Non,alk Tel (203) 854-9966

One Liberty Plaza, New York, NY 10006 Fax (312) 236-3826 Tel (203) 854-9966 Far (203) 853-4005
an Associate in Fidelity and

Tel (212) 9784700 Fax (212) 385-2169 1800) 621-9260 Far (203) 853-4005 Surety Bonding program Request
item 702

Cont:nued on nert page



, Continued fromprevlous page drivers is described in a pamphlet gers of overseas shipping Request zations need directors and officers discussing New Jersey employers'
from Gallagher Bassett Services item 1205. liability insurance Request item right to hire and fire employees

FINANCIAL SERVICES Inc. Request item 1006 1404 without fear of later legal action
I CIGNA Recreational Marine Request item 1422

I The American Institute for I Practical solutions to indoor air provides a videocassette in Man- • A brochure from Protective
CPCU and the Insurance Institute quality problems are listed in a darin Chinese that highlights the Risk Management Services Inc I The risk management services
of Amemca offer a flier explaining brochure from Kemper National potential dangers of overseas details the D&0 protection avail- division of Reliance National In-
the Associate in Insurance Ac_ Insurance Cos Request item 1009 shipping. Request item 1206 able to cover securities litigation surance Co is detailed in an infor-
counting and Finance program risks Request item 1405 mation kit Request item 1423
Request item 801 I Several techniques for an acci- I The American Institute for

dent reduction program are out- CPCU and the Insurance Institute I Marsh & McLennan Cos Inc I A brochure supplied by Inter-
 A newsletter from Price Water- lined in a paper from The Relia- of America supply a fact sheet de- offers a qLarterly Journal focusing national Risk Management Insti-
'ouseLLP spotlights account- bility Group Request item 1010 scribing an Associate in Marine on civil justice reform in the tute Inc contains information on
ng and auditing topics such as Insurance Management program United States and its impact on 11- a contractual risk transfer refer-

generally accepted accounting I Guidelines for preventing back Request item 1207. ability and securities litigation ence guide Request item 1424
principles for mutuals and risk- injury are summarized in a pam- Request item 1406
based capital disclosures Request phlet supplied by RISCORP Re- I CIGNA Corp presents an in- I Coopers & Lybrand LLP of-
Item 803 quest item 1012 formation card on how to prevent I A checklist for negotiating let- fers an information kit on risk

container cargo theft Request ters of credit and security require- management consulting services,
I A software product and perfor- I A paper presented by SIGMA item 1210, ments is provided by SIGMA Ac- including organizational studies,
mance measurement module for Actuarial Consulting Group Inc tuarial Consulting Group Inc Re- alternative risk financing and risk
asset management, reporting and provides a benchmark to track I A comprehensive booklet on quest item 1407 retention options Request item
accounting is described in two improvement in loss experience ocean cargo insurance is available 1425

booklets available from Securities due to an effective loss control from CIGNA Corp Request item • A guide on planning for busi-
Software & Consulting Inc Re- program. Request item 1013 1211 ness continuity after a disaster is I Two fact sheets from ECS Un-
quest item 805 available from Strohl Systems derwriting Inc review non-tradi-

LOSS CONTROL/PROPERTY I CIGNA Corp provides a guide Request item 1408 tional insurance products for risk
• The valuation and appraisal on how to properly insure over- transfer Request item 1426
services of Kemper National In- I Industrial Risk Insurers offers seas cargo Request item 1213. I Eagle International Associates
surance Cos are hsted ina bro- a newsletter addressing new loss Inc provides several papers dis- I A newsletter from PENCO ad-
chure Request item 806 prevention challenges facing re- I Descriptions of the world's ma- cussing liability defense issues dresses topics such as the Ameri-

tail stores Request item 1101 ior ports are detailed in a cargo Request item 1409 cans with Disabilities Act and en-
INTERNATIONAL loss control book from CIGNA vironmental exposures Request

I Astate by state review of envi. Corp Request item 1214 I Recent developments in ac- item 1428,
I The Winter 1995 issue of a ronmental coverage case law is countants liability law are ex-
Rollins Hudig Hall Co newsletter presented in a book from Ameri- REINSURANCE plained in a newsletter supplied I The defense of lead paint poi-
provides a synopsis of market de- can Re-Insurance Co Request by Wilson, Elser, Moskowitz, soning claims is described in a
velopments in Germany, Switzer- item 1102. • A report from Guy Carpenter & Edelman & Dicker Request item newsletter supplied by Wilson,
land and Mexico Request item Co Inc provides a global analysis 1410 Elser, Moskowitz, Edelman &
901 I An Associate in Loss Control of reinsurance markets Request Dicker Request item 1429

Management program is de- item 1301 • Samples of a monthly mailing
I Recent events and opportuni- scribed in a flier provided by the with updates concermng subroga- I PRMS Inc presents a securities
ties in the international market- American Institute for CPCU and I NAC Reinsurance Corp offers tion 1 aw a re availabl e from litigation loss prevention guide
place are summarized in a news- the Insurance Institute of Amer- a liability bulletin covering topics O'Brien & Hennessy Request item Request item 1430.
letter that is provided by ica Request item 1103 of interest to the reinsurance in_ 1412
GLOBEX International Inc. Re- dustry Request item 1302 I A structured settlement refer-

quest item 902 • An article from Industrial Risk I The American Institute for ence manual is available from
Insurers explains how the proper I A glossary of reinsurance terms CPCU and the Insurance Institute Structured Financial Associates

I Aon Management Institute of- care of paper mills can help avoid is available from Gill & Roeser of America offer a flier describing Inc Request item 1431
fers a flier detailing workers com. large losses. Request item 1104 Inc Request item 1303 an Associate in Risk Management
pensation insurance coverage for program Request item 1413 I Eagle International Associates
employees that are traveling out- I InPhoto Surveillance supplies a IA quarterly newsletter pre- Inc offers several papers focusing
side the United States Request pamphlet outlining covert surveil- sented by Mount, Cotton & Wol- I A quarterly report offered by on cost containment in litigation
item 903 lance in the workplace Request lan discusses recent cases repre- Clausen Miller includes analysis and claims management Request

item 1105 sentative of legal trends in rein- of insurance coverage litigation item 1432
• Rollins Hudig Hall Co exam- surance Request item 1304 and other issues related to the

ines political risk, export credit, I A pocket guide for loss preven- practice of risk management Re- I An article from Clausen Miller
trade disruption insurance and tion is provided by Industrial Risk I American Re-Insurance Co quest item 1414 examines evolving employer lia-
executive protection insurance in Insurers Request item 1106 supplies booklet describing post- bility for workplace violence Re-
its Spring 1995 newsletter Re- judgment interest, prejudgment I An actuarial checklist for the quest item 1433
quest item 905 I Recent developments in the interest and punitive damages as insurance and risk management

area of environmental law are re- applied by the various states Re- professional is provided by I Topics such as risk assessment
I Actuarial, risk management viewed in a newsletter from Wil- quest item 1305 SIGMA Actuarial Consulting and financing are explored in
and claims consulting services for son, Elser, Moskowitz, Edelman & Group Request item 1415 monthly issues of Risk Manage-
international clients are described Dicker Request item 1107 • An Associate in Reinsurance ment Reports Request item 1434
in an information kit from Coo- program is outlined in a flier pro- I Clausen Miller presents an arti-
pers & Lybrand LLP Request I ESIS supplies an informational vided by the American Institute cle addressing recent case deci- IA booklet supplied by Coopers
item 906 packet summarizing its loss con- for CPCU and the Insurance Insti- sions regarding destruction of evi- & Lybrand LLP examines envi-

trol services. Request item 1108 tute of America Request item dence and the implications to sub- ronmental challenges facing cor-
1306 rogating insurers Request item porate America Request item

LOSS CONTROL/PEOPLE • An article presented by Indus- 1416 1435

trial Risk Insurers outlines a new I Catastrophe exposures and the
I Tips on air sampling and analy- criteria for protecting rolling capital market are reviewed in a I A guide supplied by PRMS Inc I Rollins Hudig Hall Co presents
sis for indoor environmental qual- mills Request item 1109 report from Guy Carpenter & Co summarizes practical steps that a a newsletter addressing topics in-
ity investigations are outlined in a Inc Request item 1307 public company can take to re- cluding pollution liability and er-
manual from Kemper National In- • Industrial Risk Insurers offers duce its securities litigation expo- gonomics Request item 1436
surance Cos Request item 1001 an article that reviews losses asso- I NAC Reinsurance Corp offers sure Request item 1417

ciated with metal-deck roof con- a flier with information about • The components of a loss anal-
I Crisis Management Interna- struction Request item 1110 major legal and regulatory devel- I Law firm management and risk ysis are outlined in a paper from
tional Inc supplies a manual with opments affecting the reinsurance control is the sublect of a newslet- SIGMA Actuarial Consulting
strategies for preventing work- industry Request item 1308 ter offered by Executive Risk Group Inc Request item 1437
place violence Request item 1002 MARINE Management Associates Request

I A brochure outlines the rein. item 1418 • A quarterly journal provided
• A drug-free workplace pro- I Ocean marine coverages and surance services of Kernan Asso- by Hinshaw & Culbertson ana-
gram is summarized in a brochure programs are explained in a bro- ciates Inc, Request item 1310 • Wilson, Elser, Moskowitz, lyzes tort defense issues relating
presented by Gallagher Bassett chure offered by Reliance Na- Edelman & Dicker provides a to risk management Request item
Services Inc Request item 1003 tional Insurance Co Request item newsletter reporting on develop- 1438

1202 RISK MANAGEMENT ments in medical malpractice law.
• A flier prepared by Common- Request item 1419 I Illinois 1995 tort reforms are
wealth Risk Services Inc stresses I CIGNA Recreational Marine I A risk management newsletter outlined in a Hinshaw & Culbert-

ways to increase profits through provides a videocassette in En- for the security and investigation • The differentiation between son manual Request item 1439
the establishment of risk control glish that highlights the potential industry is offered by Wilson, true and false sex abuse allega-
and safety mechanisms Request dangers of overseas shipping Re- Elser, Moskowitz, Edelman & tions lS examined in several arti- I Recent developments in prem-
Item 1004 quest item 1203 Dicker Request item 1401 cles from Eagle International As- ises security law are examined in

sociates Inc Request item 1420 a newsletter from Wilson, Elser,
• Kemper National Insurance I CIGNA Recreational Marine I Risk Sciences Group presents Moskowitz, Edelman & Dicker
Cos offers a catalog that de- provides a videocassette in Span- an overview of retrospective rat- I A newsletter from Liberty Mu- Request item 1441
scribes various loss control ish that highlights the potential ing plans and their impact on the tual Insurance Co discusses vari-
courses in areas such as highly dangers of overseas shipping Re- construction industry Request ous rlsk management 1SSUeS ln- • Employment practices liability
protected risk, industrial hyglene quest item 1204 item 1403. cluding creating a balance sheet for health care organizations is
and occupational health. Request risk management program Re- reviewed in a brochure from Ex-
item 1005 I CIGNA Recreational Marine I A brochure from Executive quest item 1421 ecutive Risk Management Associ-
I A buying group for drug and provides a videocassette in French Risk Management Associates de- ates Request item 1442
alcohol testing for commercial that highlights the potential dan- scnbes why small private organi- I Hill Waliack offers an article See Resource on next page
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Continued from previous page
• A survey and commentary on
the various investment policies and
practices of insurance companies is
now available from Securities Soft-

ware & Consulting Inc. Request
item 1443.

I AVERT Inc. provides a brochure
discussing ways to control corpo-
rate losses arising from the Ameri-
cans with Disabilities Act. Request
item 1444.

I Wilson, Elser, Moskowitz, Edel-
man & Dicker offers a newsletter

that reports on recent develop-
ments in employment liability law.
Request item 1445.

• Various frequently asked ques-
tions about the Americans with

Disabilities Act are answered in an

article provided by Clausen Miller.
Request item 1446.

• An article supplied by Clausen
Miller examines the decision to in-

clude experts in the mediation pro-
cess. Request item 1447.

• Liberty Mutual Insurance Co.
offers a newsletter exploring such
topics as electronic data processing
insurance and disaster prepared-
ness. Request item 1448.

RISK MANAGEMENT

INFORMATION SYSTEMS

• DAVID Corp. profiles a property
and casualty claims administration
and risk management system in a
literature kit and demo disk. Re-

quest item 1502.

• A newsletter from Marsh &

McLennan Inc. has information de-

signed to help readers improve
their effectiveness using risk man-
agement information systems. Re-
quest item 1503.

I Practical Risk Management Inc.
offers a nine-page chapter provid-
ing advice and alternative re-
sources for risk managers who
would like to improve their soft-
ware systems. Request item 1504.

• An integrated asset and liability
management and pricing software
system is outlined in a booklet
from Securities Software & Con-

sulting Inc. Request item 1505.

• Automated solutions to the risk

management timeline are show-
eased on an audio compact disc
presented by Corporate Systems
Ltd. Request item 1506.

I A newsletter from Securities

Software & Consulting Inc. covers
the business of insurance asset and

liability modeling. Request item
1507.

• Price Waterhouse L.L.P. pre-
sents a manual with sample output
reports for a loss control software
system. Request item 1508.

• A loss analysis software system
is profiled in a brochure from Coo-
pers & Lybrand L.L.P. Request
item 1509.

I Electronic Data Systems Corp.
supplies an article exploring how
decision support systems give deci-
sion-makers a competitive advan-
tage. Request item 1510.

• An information packet summa-
rizing claims management systems
is available from DAVID Corp. Re-
quest item 1511.
• Securities Software & Consult-

ing Inc. supplies a brochure de-

scribing how an option pricing
model affects the performance of a
CHALKE Inc. software product.
Request item 1512.

• A flier offered by Price Water-
house L.L.P. outlines a system that
combines integrated actuarial soft-
ware with flexible data manage-
ment Request item 1513.

• DAVID Corp. offers an informa-
tion kit and demo disk for a risk

management and workers comp
claims administration system. Re-
quest item 1514.

• A brochure and demo disk pre-
sented by The Apex Management
Group Inc. showcase a system de-
signed to improve the management
of health care plan costs. Request
item 1515.

• A professional journal focused
on global risk management systems
and services is available from Anis-

ties. Request item 1516.

• DORN Technology Group Inc.
supplies an article detailing data
conversion and data validation ser-

vices. Request item 1517.

• The business advantages of deci-
sion support and data warehousing
technologies are featured in a
packet of information provided by
Electronic Data Systems Corp. Re-
quest item 1518.

• ESIS provides an informational
brochure describing the benefits of
its risk management and claims in-
formation systems. Request item
1519.

SELF-INSURANCE SERVICES

• Safety National Casualty Corp.
presents a booklet discussing the
principles of workers comp self-in-
surance. Request item 1602.

• Court cases and claims adminis-

tration issues pertaining to self-in-
surance are reviewed in a newslet-

ter from Corbel. Request item
1605.

I The Self-Insurance Exchange
supplies an article describing how
to reach the self-insurance market.

Request item 1606.

• Several brochures prepared by
Johns Eastern Co. Inc. outline

self-insurance and workers comp
administration services. Request
item 1607.

• CIGNA Corp. provides an edu-
cational guide reviewing basic
principles, considerations and ben-
efits of loss sensitive programs. Re-
quest item 1608.

• The Self-Insurance Exchange
provides a paper that examines
how risk managers can take steps
to adapt to the dramatic shift to-
ward self-insurance programs. Re-
quest item 1609.

• A newsletter supplied by Man-
agement Services Inc. analyzes the
move toward self-insurance and

self-insured workers comp pro-
grams. Request item 1611.

• A review of risk funding and
claims management solutions for
large companies is provided in a
booklet from CIGNA Corp. Re-
quest item 1612.

• Johns Eastern Co. Inc. provides
a handbook describing its self-in-
surance services. Request item
1613.

• A booklet from VISTA Adminis-

trators Inc. outlines products, ser-

Business Information

Insuicance , Resource _
NOTE: THIS COUPON WILL NOT BE SERVICED

AFrER APRIL 22, 1996

All questions must be answered in order to have your
inquiry processed.
Please check one item for each category:
1. My organization is best described as:

A I Mig/Svcs F O Ins Agent K O Adj/Apprs

8 0 Association G O Ins Broker L O TPA
C Il Union H 0 Ins/Reins Co M 0 Health Care

D O Government 1 El Actry/Conslt Inst

E O Educational Inst J O Attorney N O Other

2. Number of employees:
1 01500rfewer 2 C] 151-499 3 0 500-999

4 0 1,000-4,999 5 0 5,000 or more 6 0 Unkown

3. My title is best defined as:

A O Administrative Mgt D O Benefits Mgt
B O Financial Mgt E I Loss Prevention Mgt

C O Risk Mgt F O Other

4. My purchasing involvement for the requested products is to:
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Business Insurance?

A O Yes B O No, please send Business Insurance
subscription 'nformation

vices and claim payment methods
for employers interested in estab-
lishing self-funded employee bene-
fit and workers comp programs.
Request item 1614.

• An information kit from Coo-

pers & Lybrand L.L.P. details ca-
sualty claims consulting services
and risk management consulting
services for self-insured entities.

Request item 1615.

• ESIS provides a booklet on loss
control services to self-insurers.

Request item 1617.

• InPhoto Surveillance offers a

guide to video surveillance for
companies that self-insure. Re-
quest item 1618.

WORKERS COMP

I Hill Wallack presents an article
on private disability offsets against
workers comp awards. Request
item 1701.

• An essay from Aon Management
Institute stresses how a more vigi-
lant hiring process can produce
valuable workers comp savings. Re-
quest item 1702.

• American Re-Insurance Co. pro-
vides a state-by-state review of
workers comp claim settlements.
Request item 1703.

I A quarterly newsletter contain-
ing information pertinent to work-
ers comp is presented by The Frank
Gates Service Co. Request item
1704.

• Hill WaLlack supplies a paper
addressing the occupational injury
claim. Request item 1705.

• Successful methods for employ-
ers in managing workers comp pro-
grams are outlined in a paper of-
fered by Buck Consultants Inc. Re-
quest item 1706.

I A fact sheet from Common-

wealth Risk Services Inc. offers

three approaches for HMOs explor-
ing entering the workers comp mar-
ket. Request item 1707.

I Aon Management Services pre-
sents a two-page flier discussing
the importance of medical bill re-
view. Request item 1708.

• An article from Expediter Corp.
compares four types of employment
programs for those who are not
able to utilize standard return-to-

work programs. Request item 1709.

I Workers comp issues in the
trucking industry are explored in
an article provided by Hill Wallack.

Request item 1710.

To obtain copies of literature and information about products and
services listed in the January 22 info section, simply indicate the
key numbers for the items you want and mail the coupon to:

Business Insurance Reader Service Center

650 S. Clark St., 6th floor
Chicago, IL 60605-1702

Please print clearly

Name

Title

Company

Address

City

Phone( )

• An examination of how managed
care arrangements can be applied
to workers comp is available from
Health Benefit Management Inc.
Request item 1711.

• Celerity Technologies Inc. offers
a newsletter examining the workers
comp claims handling process via
electronic data interchange. Re-
quest item 1712.

I A flier from Aon Management
Institute describes how employee
beneht and compensation programs
may inadvertently extend workers
comp absences. Request item 1713.

I An outline of 10 proven ways to
improve a workers comp program
is offered by Richard B. Frank &
Associates. Request item 1714.

• RISCORP supplies a pocket
guide to the rights and responsibili-
ties of employers concerning work-
ers comp. Request item 1715.

I A quarterly newsletter presented
by Gallagher Bassett Services Inc.
spotlights the latest trends and ser-
vices in the workers comp arena.
Request item 1716.

• Hill Wallack provides an article
addressing why alternative dispute
resolution should be utilized for

workers comp cases in New Jersey.
Request item 1717.

I Important aspects to consider
when implementing a return-to-
work program in a union atmo-
sphere is the subject of flier pre-
pared by Aon Management Insti-
tute. Request item 1718.

• InPhoto Surveillance offers a

guide to video surveillance for
workers comp managers. Request
item 1719.

i Aon Management Institute de-
scribes a hands-on training pro-
gram designed to reduce workers
comp costs. Request item 1720.

• Shopping for a managed care
program and other solutions to
workers comp are offered in a
newsletter from United Wisconsin

Services Inc. Request item 1721.

I The advantages and preparation
of structured settlements, which
could be used in workers comp
claims, are reviewed in a brochure
available from Financial Settlement

Services. Request item 1722.

I United Wisconsin Services Inc.

provides a flier with information on
determining wage replacement in
workers comp claims and the win-
dow.of time for drug detection. Re-

State - Zip

quest item 1723.

I A fact sheet from Aon Manage- 1
ment Institute examines the ways
employees who are injured on the
job will receive more benefits than
those who are injured off the job.
Request item 1724.

I The effects of FAS 112 and ,

GASB 10 on workers compensation
are analyzed in a flier offered by 1
SIGMA Actuarial Consulting I
Group Inc. Request item 1725.

I Aon Management Institute sup-
plies a flier with suggestions for
taking control of workers comp
claim costs. Request item 1726. 4

I The excess workers comp pro-
gram of Reliance National Insur-
ance Co. is outlined in a pamphlet.
Request item 1727.

I International Risk Management
Institute Inc. presents a brochure
with information on reference

guides to workers compensation
coverage, laws and cost contain-
ment. Request item 1728.

I An early intervention phone sys-
tem for reporting workers compen-
sation claims is described in a pam-
phlet provided by RISCORP. Re-
quest item 1729.

• A brochure provided by Reliance
National Insurance Co. summarizes

a workers comp alternative pro-
gram. Request item 1730.

I RISCORP offers a pamphlet with
tips for reducing business costs
through premium credits for work-
ers comp. Request item 1731.

• Claims consulting services for
workers comp are addressed in an
information packet from Coopers &
Lybrand L.L.P. Request item 1732.

• Service Quality Surveys Ltd.
provides a sample methodology and
survey on workers comp claims ser-
vice. Request item 1733.

ADDENDUM

The following items were omitted
from the Jan. 1 Employee Benefits
Information Resource.

I Vision Service Plan supplies a
flier that explains the reasons for
adding vision care to an employee
benefits package. Request item 566.

I A manual from BCS Insurance

Co. shows how participation in or-
gan transplant pools can protect a
company's stop-loss coverage and
self-insured retentions. Request item
1619. [gl

t



Stocks
Continued from page 2
that while interest rates may re-
main stable, they are also unlikely
to continue to decline.

The stocks may benefit, how-
ever, should acquisition activity
increase, say analysts.

But whatever the trends may be,
careful stock selection is called

for, they warn.
"We've a selective approach to

1996," said David Seifer, an ana-
lyst with Donaldson, Lufkin &
Jenrette Securities Corp. in New
York.

"We think that those that,can

show consistent underwriting and
earnings capability will outper-
form the general stock market,
and we feel that if interest rates
and inflation remain at or near
current levels and industrial earn-

ings lag," then insurance compa-
nies that have a 10% to 15% earn-

ings growth rate "should compare
favorably with many industrial
groups."

"I think increased selectivity
will be important for picking
stocks in 1996 vs. 1995," agreed
Jay Cohen, an analyst with Mer-
rill Lynch & Co. in New York. "In
1995, the yield on the long bond
went roughly from 8% to roughly
6%.

"I can almost assure you it will
not go from 6% to 4% in 1996, and
therefore the stocks, which are in-
terest rate-sensitive, will not ben-
efit to the same extent from that

drop in interest rates."
As a result, "I think it's increas-

ingly important to pick those
stocks that can grow their earn-
ings despite the competitive envi-
ronment," he said.

"I would say in general we have
a somewhat more cautious out-

look for 1996, although we do see
selected opportunities," said
Weston M. Hicks, an analyst with
Sanford Bernstein & Co. in New
York.

"In 1995, we had the twin bene-
fits of declining interest rates and
improving fundamentals in terms
of margin trends, and in 1996
we're more likely to see stable in-
terest rates, so that by itself I
would say it's going to be tougher
going."

"Basically, I would say that we
would look for a quieter year in
the marketplace on the property/
casualty side of the equation,"
with no major trend in industry
fundamentals, said Michael

Lewis, first vp with Dean Witter
Reynolds in New York.

"For starters, we believe that
most of the catch-up has been ac-
complished by the multiline com-
panies, and they were the real
drivers last year."

With a favorable interest rate,
though, he said, the stocks
"should be able to perform at
least in line with the market-

place."
Harry Fong, a director at C.J.

Lawrence/Deutsche Securities

Corp. in New York, said he is not
clear how this year will shape up.
"On the one hand, we have pricing
off anywhere from 5% to 10%
with commercial insurers. On the

other hand, we have earnings that
seem to be holding at relatively
nice levels," if you can believe the
numbers. "Bottom line, I think the
outlook is mixed for the stocks,"
said Mr. Fong.

More optimistic was Carol Man-
ning, vp with Prudential Securi-
ties Inc. in New York. While the

industry fundamentals remain
mediocre, "since the stocks do
well when interest rates are de-

clining, the stocks should do bet-
ter than the market this year,"
Ms. Manning said.

Donald Franz Jr., vp and senior
analyst with New York-based Ad-
vest [nc., said assuming interest
rates remain stable, he generally
expects insurance stocks to be
"somewhat above average market
performers, notwithstanding the
continuation of heavy price· com-
petition."

Gloria Vogel, managing director
and senior insurance analyst at
Ladenburg, Thalmann & Co. Inc.
in New York, divided up the year
for insurance stocks.

"I think the first half will be

OK," she said, "I'm a little con-

cerned about what happens in the
second half of the year.'

oe

01

Third-quarter comparisons are
"going to be tough this year" be-
cause interest rates "are going 1.0
mean investment income is going
to be harder to come by," said Ms.
Vogel.

In addition, right now the in-
dustry is benefiting from taking
down reserves commensurate

with its sluggish premium growth
and the auto and workers com-

pensation lines are doing very
well.

"I'm just not sure how long the
industry can rest on its laurels;
added.Ms. Vogel. Eventually, auto
and workers comp lines will dete-
riorate and this will be reflected
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in stock prices, she said.
Consolidation could boost stock

prices next year, however, observ-
ers say.

"Our intelligence indicates
there's a lot of acquisition activity
that could be heating up and
there's a lot of companies, includ-
ing many strategic buyers as well
as leveraged buyout buyers, look-
ing for acquisitions," said Mr.
Franz.

'That would certainly be a posi-
tire for the stock price actions for
the coming year," he said.

'The obvious big ones have
taken place," Ms. Vogel pointed
out.

"It was speculated for most of
'95 that Aetna was going to do
something, and that's clearly now
been announced, but there could
be other things out there. We
don't know,' she said.

Aetna agreed to sell its proper-
ty/casualty operations to the
Travelers Corp. last year in a $4
billion transaction (BI, Dec, 4,
1995).

"I would say that a wild card
some companies may benefit from
is a consolidation trend," agreed
Mr. Lewis.

If that "picks up steam," it
could help the stocks' perfor-
mance, he said. le=
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Looking for growth
in all the new places

Top performers may be small specialists
By JUDY GREENWALD

The blue chips may not be the best
performers among property/casualty
insurance stocks this year.

To find the top performers in the
sector, some analysts are looking be-
yond the traditional top tier-Chubb
Corp, American International Group
Inc. and General Re Corp.-to
smaller and specialized companies.

It's not that they are down on
their long-time favorites, just that
those stocks are so well-known that

they may be fully valued.
"In terms of really standout per-

formance, I think you're going to
have to look.. .further beyond these
kinds of household names," said
Ronald Frank, an analyst with
Smith Barney Inc. in New York.

As evidence, he cites recent perfor-
mance. "A whole bunch of small to

mid-cap and specialty names were
among the top performers in a whole
range of subsectors and niches, and
there was no strong sector theme ty-
ing them together," he said. Lower
profiles were all they had in com-
mon.

Mr. Frank cites his top pick in
1996-American Re-Insurance

Co.-"which we feel gives you a very
good play on the sector at a rela-
tively cheap valuation without hav-
ing to trade down...in quality."

His other 1996 recommendations

and those of other analysts, follow.
Mr. Frank recommends Marsh &

McIknnan Cos. Inc.-backed startup
Risk Capital Holdings Inc. (BI, Sept.
18, 1995) and catastrophe reinsurers
Partner Re Ltd. and Mid Ocean Ltd.

He predicts higher valuations for
some catastrophe reinsurers because
they've "acquired some credibility in
the market" yet still "trade at a very
sizable discount to the multiples (of
traditional reinsurers)"

• Jay Cohen of Merrill Lynch &
Co. Inc. in New York:

"While the property catastrophe
operating environment is becoming
more competitive, it still remains
quite favorable, allowing Renais-
sanceRe Holdings Ltd. to produce
above-average returns," he said.

EXEL Ltd. is another favorite.

"The company has been overcapital-
ized and has been buying back
shares aggressively. Secondly, it is
finding new growth opportunities
outside of its com market, which is
very competitive."

Fremont General Corp. is also on
the list. "Essentially the story (is)
very good results in the Midwest are
offsetting the deterioration in the
California workers comp environ-
ment."

• Michael Lewis, first vp with
Dean Witter Reynolds in New York:

AIG is on his list, as is Fremont,

which "should benefit from any im-
provement in the California workers
comp market," he said.

Mr. Lewis also recommends Mead-

owbrook Insurance Group Inc. and
Mutual Risk Management Ltd.
-both "pure plays on the alternative
risk market."

• Weston M. Hicks of Sanford

Bernstein & Co. in New York:

Chubb as well as T[G Holdings
Inc., Executive Risk Inc.-"an un-
dervalued growth company"-are on
his list.

In some ways, TIG is "a play on
growth in specialty lines and reinsur-
ance" and "really has excellent earn-
ings leverage from getting out of (the
middle-market commercial busi-

nesses)," said Mr. Hicks.
He also continues to recommend

Aetna Life & Casualty Co. and CI-

GNA Corp.
"They are sort of long-term turn-

around stories, and I don't think
they 're over with yet," he said.

Mr. Hicks also recommends Reli-

ance Group Holdings Inc. and Old
Republic International Corp. both of
which "have some exposure to the ti-
tle insruance industry, which we be-
lieve will show strong earnings mo-
mentum in 1996."

• Gloria Vogel, managing director
and senior insurance analyst with
Ladenburg, Thalmann & Co. Inc. in
New York:

"Clearly," she said, Chubb and
AIG "are going to continue to grow
and do quite well."

However, she added, "I still like
some of the specialty companies,
companies like Allied Group Inc. or
Orion Capital Corp., little niche com-
panies that I think can do well"

• Donald E. Franz Jr., vp and se-
nior analyst at Advest Inc. in New
York:

The small-capacity stock specialist
recommends Acceptance Insurance
Co. After extraordinary reserving
last year, the wliter of specialty cov-
erages "should have a very good
year," he said.

He also recommends two surplus
lines companies:

Penn-America Group Inc. has a
improving combined ratio and re-
dundant reserves. While it has an of-

ficial objective of a 20% increase in
revenues and profits each year, it has
"done a lot better than that the past
two years," he said.

And over the past 10 years, GAIN-
SCO Inc. has had about the highest
return on equity among companies
its size, said Mr. Franz.

• Blair E. Sanford of Hoefer & Ar-

nett in San Francisco.

Giyphon Holdings Inc. Group,
Navigators Group Inc., Philadelphia
Consolidated Holding and Capsure
Holdings Corp. are the recommenda-
tions of this small-cap specialist.

Gryphon stands to benefit from
hardening rates in the California
commercial earthquake property
market, while Navigators had "vety
impressive" earnings for the past few
quarters, said Mr. Sanford.

Philadelphia Consolidated Hold-
ing-which writes casualty-related
products targeted to rental car con-
sumers, non-profit organizations,
health and fitness organizations, and
specialty and training schools-is
very well run, has "shorter-than-av-
erage liability tails, solid reserving
and good growth prospects," said
Mr. Sanford.

And Capsure, primarily a surety
company, shows promise in light of
its plan to integrate a recent acquisi-
tion, he said.

• David Seifer, vp with Donald-
son, Lufkin & Jenrette Securities
Inc. in New York:

His list includes AIG, Gen Re and
Chubb as well as Executive Risk,
Vesta Insurance Group Inc., Reli-
ance, SAFECO Corp., Progressive
Corp., Transatlantic Holdings Inc.,
National Re Corp. and American Re.

• Carol Manning, vp at Prudential
Securities Inc. in New York:

She recommends AIG, Chubb,
Gen Re, American Re, The Travelers
Inc., 11WHartford Group Inc. and
Prudential Reinsurance Co.

• Harly Fong, director of C.J.
Lawrence/Deutsche Securites in
New York:

He recommends The St. Paul Cos.

Inc. and Chubb, both of which have
sold "at above average growth over
the years, and sell at below-average
industry multiples." m
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Lloyd's issues tougher regs
a

Regulatory board aims to implement array of changes this year
By SARAH GODDARD • Demanding that market profes- once they see the requirements they .

monals hold appropnate quallfica- won't even apply
LONDON-Tougher regulations tions The authorization process w111

unveiled by Lloyd's of London w]11 • Authorizing "only those mdivid- make it a lot easier to punish wrong- illrequire up to 6,000 executives in the uals and entities that are ht and doers, explamed Dawd Gittmgs,
9market to pass muster as ht and"

proper, meet standards of sound and I.loyd's recently appointed director
proper" indlviduals, with those short prudent management and meet high of regulation Also, individuals stlll * p•i•!:
of the mark facing a range of penal- standards of market behavior and w11 be subject to Lloyd's disciphn- W 4 1

9 &-tnes, 1ncluding fines and expulsion practice" -=It.- .

ary power even if they have been ex- * 4 J,
The new regulatlons are a top pn- Paramount to both the Lloyd's pelled from the marketplace in a

only of the Lloyd's Regulatory Plan Council and the LRB iS pohcyholder worst-case scenano A fire at NatWest Tower in London's financial district last week1996, which 15 the market's first at- secunty, the plan states, and Lloyd's And the new tanff of penalties was quickly brought under control. Damage from the rooftoptempt to pull the vanous elements of members "must be realistne m their and fines wll make the process
blaze, which is insured, did not appear to be extensive.its self-regulation into one cohesive expectations of what can be "very much more streamlined," Mr

direction The plan outlmes a num- achieved through regulation " Gittnngs said The Individual will
ber of changes the I.loyd's Regula- It also warns names that "regula- have a good Idea of the penalty they
tory Board has committed to making tion cannot second-guess the com- face, he added Blaze breaks out
this year, in what it describes as "a mercial w]sdom of underwriting de- By the end of the year, the LRB
penod of rapid and unprecedented clsions," though in its role as regula- plans to introduce a system of vlcan-
structural change " tor of Lloyd's managing agents, the ous liability that would hold Lloyd's at NatWest building

At the end of the year, the LRB LRB does look closely at managing companies hable for the actions of
wlll review its achievements against agency controls over syndicate un- their employees, m addition to un-
the stated oblectives and set new derwntmg velling new rules on conduct and a Only minor insured losses expected
goals for 1997 As the market structure changes more rigorous system of penalties LONDON-Insurers are expecting minimal claims from lastLaunching the board's plan last under Lloyd's Reconstruction and As part of the drive to Increase Wednesday's fire in the NatWest Tower, a City of London land-Wednesday, LRB Chairman Sir Alan Renewal Plan, the LRB wlll con- professionallsm m the market, the mark since it was completed in 1980 at a cost of about £150 mil-Hardcastle admitted that Lloyd's stantly rewew the changes to ensure report states the intentton to publlsh hon ($225 million)
strategy was heavily influenced by that"new types of business are regu- "core principles of behavior," consis- About 35 firefighters fought the blaze, which broke Out tn alast year's Civil Service and Treasury lated appropnately " Also, the devel- tent with those required in the Fl- 1 cooling tower on the roof of the 42-story building and spread toSelect Committee investigation into opments in the market wlll be "qual- nancial Services Act 1986 There has some of the surrounding machinerythe adequacy of self-regulation at ity-controlled" so that all providers already been consultation with the | "There was no major damage to the building itself," said a
Lloyd's (BI, Aug 28, 1995, July 31, of underwnting capital are treated market, said Mr Gittings, who said spokesman for retail bank National Westminster PLC, which1995) fairly and to promote "the pnnciples he hoped the requirements wall be built and owns the tower

"We feel we have addressed the of sound and prudent management," published later this month The NatWest Tower was the bank's headquarters until it wasconcerns raised," Sir Alan said accordmg to the regulatory plan Other pnonties for the LRB over heavily damaged in an Irish Republican Army bomb attack inThe review of the current state of Over the coming year, the LRB the year are 1993

regulation at Lloyd's, which took wlll be pnoritizing its mput into the • Introducmg criteria of sound During the rebuilding phase, the bank took the opportunity tomost of 1995 to complete, was con- so-called R&R plan's changes But lt and prudent management to be met upgrade the facilities The refurbishment work started in Septem-ducted under the aegis of Rosabnd also will focus on ensunng high stan- by agents ber 1994 and continued last week About 500 workers from John
Gilmore, the then-director of regula- dards of market professionalism, im- • Developing risk based capital m Laing Construction PLC were onsite when the fire broke out intion who unexpectedly quit her post proving the enforcement process for the hght of last year's consultation the building in the afternoonlate last year (BI, Oct 9, 1995) disciplinary measures, developing a • Refining the disaster scenano re- All the workers had been safely evacuated by the time six Lon-"There is avery heavy impnnt of nsk-based capital project started last port:s agents have been required to don Fire Brigade trucks reached the tower, said an LFB spokes-(Ms Gilmore) lit the document," said year, formalizing members' nghts supply to their capital providers man

Sir Alan Ms Gilmore was mvolved mto a guide and loolang at how reg- smce last year The fire was brought under control just over an hour after thenght up to the board's agreement on ulatton may have to be changed as • Moving to annual accounting, initial alarm

the content of the plan late last year, corporate capital continues to in- rather than the current three-year A spokeswoman for Laing said that the fire will not delay theand we are hoping to retain her on crease its proportion of the market system refurbishment, which is scheduled to be completed in March 1997the regulatory board," he said capitallzatlon • Reviewing the role of auditors to "The damage was minimal," she said, adding that work resumedLloyd's plan sets out a number of As the LRB's first task, between see whether they should have some as usual on the next day
objectives for the market's new regu- 4,000 and 6,000 market executives- statutory 'whistle-blowing" require- London-based multiline insurer Commercial Union Assurancelatory framework, with the aim of includmg underwnters, agents and ments Co PLC leads the cover for all NatWest property, but, like theraising professional standards and brokers-w111 have to go through an • Lookmg at reimplementing com- bank, would not provide any information on the policy
providing great:er protection for poll- authorization process Directors and pulsory errors and omissions insur- The cause of the fire, although described as "not suspicious" bycyholders and investors Those objec- certain semor managers of compa- ance for underwntng agents the LFB, was not being revealed by the property owner, insurer ortives include nies that fall under the Lloyd's regu- Compulsory E&0 cover for agents contractor

• Specifying secunty standards for latory banner wll have to submit ev- was dropped In the early 1990s A spokesman for Commercial Union said the situation didn'tpollcyholders idence proving they are "fit and when the supply of agents E&0 cov- look very serious
• Having proper safeguards to proper " Although past tests have erage dr:ted up Insurance market sources said that the coverage for the fireprotect members' interests been conducted along these hnes, Sir Alan said the LRB thought could not be Identified until the cause of the fire had been iso-
• Promoting fair treatment for all they have looked at the overall corn- that there should be some require- lated

members positnon of the board rather than at ment for E&0 cover but conceded The NatWest building has been dogged by problems since it was• Promoting transparency, or mdividuals that the cost of coverage-which first constructed, when it ran substantially over budget andopenness, m the market's operations Sir Alan said he expects that some would have to come from outside the schedule
• Promotmg highly competent un- of the people reviewed wlll not at- Lloyd's of London market-would -By Sarah Goddardderwntlng through codes of practice tain authorization, suggestlng that be"hdeous" 1£1

X.L. to cede Generali takes direct stake in AXA

part of risks Move is part of plan for broader AXA restructuring, capital increase
By MARIA KIELMAS fering in the United States m the Generali first acquired the 40%

spring AXA has said only that aUS stake in Midi Participations after AXA
Reinsurance to aid growth After four months of negotiations, listing is expected this year purchased the French insurer Cie du

France's AXA S A and Italy's Assi- AXA and Generali said in a joint Midi For Generali, ltS stake in the
LONDON-X L Insurance Co Ltd is planning to curazioni Generali SpA have agreed statement issued Jan 16 that the com- unit was equivalent to 16% of the con-

use a quota-share reinsurance arrangement to help lt to restructure their cross-sharehold- panies signed a protocol extending the solidated share capital of the AXA
diversify its business and achieve growth this year. ings in a way that will give Generali cooperative relationship that has ex- Group and is worth about 7 billion

Brian O'Hara, president and chief executive officer an 11% direct stake m the French in- isted between the two groups since francs ($1 39 billion) But the indirect
of the Bermuda-based excess liability insurer, an- surance company January 1990 The new agreement also holdings gave Generali no representa-
nounced X L 's plans in London last week Under the The agreement has been under nego- proposes changes m the joint control tion on the AXA board and therefore
terms of the agreement, the company will cede to one tiation since September 1995, when and development structures that the no clout as a shareholder In a number
European and four U.S reinsurers 20% of general 11- Generall Chairman Antoine Bernheim two insurers set up at that time of statements since last September,
ability risks with total hmits up to $100 million and publicly expressed his dissatisfaction Under that original structure, AXA Mr Bernheim said Generah wanted to
25% of such risks with total limits in excess of $100 at Generali's status as a passive share- subsidiary Midi Participations, which have the same influence as other AXA
million, he said holder in the French insurer is not publicly traded, was 60% owned shareholders (BI, Oct 16, 1995)

Mr O'Hara spoke shortly after X L 's parent, EXEL In addition to the agreement with by AXA unit FINAXA and 40% by The new structure calls for Midi
Ltd, reported a strong rise in net income to $332 8 Generali, AXA announced that lt W111 Generali In addition, a holding com- Participations to be merged into AXA
million for the year ending Nov 30, 1995, up from proceed with a59 billion franc ($1 18 pany for Generall in France, Generali SA Since the sole assets of Midi Par-
$144 million the previous year Most of the growth billion) capital increase and restruc- Midi Expansion, was owned 60% by ticipations are ordinary shares of

See X L on next page turing program Market analysts also Generali and 40% by AXA S A and its AXA, the merger of the two entities
expect AXA to complete a public of- subsidiaries See AXA on nezt page
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AXA
Continued from previous page
will be based on direct parity, the
statement said. In addition, Gen-
erali Midi Expansion will be dis-
solved. The 40% interest held by
the AXA Group in GME will be
exchanged for a ti,tal of 10 million
AXA S.A. ordinarv shares.

This transaction is expected to
give rise to a capital gain in
AXA's consolidated financial
statements. The amount of this

gain will depend on the price of
AXA shares when the exchange is
completed.

AXA was the strongest per-
former on the Paris Bourse in De-

cember 1995, rising 33.4% during
the mcnth. But AXA shares fell

INTERNATIONAL

3.3% in one day this month when
the capital increase and the agree-
ment with Generali were an-

nounced. Stock market analysts
said this was inevitable given the
dilution due to the capital in-
crease.

The joint statement went on to
say that Generali will subscribe
approximately 650 million francs
($129.9 million) to the A)LA S.A.
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capital increase.
After these transactions, which

are subject to regulatory ap-
proval, are finalized, the AXA
controlling shareholder group will
hold the following interest in
AXA S.A.: FINAXA and the so-

called AXA mutual companies
will hold 35% of the share capital
and 47.9% of the voting rights;
other subsidiaries of AXA S.A.

will hold 5.4% of the share capital
and none of the voting rights for
the AXA-related subsidiaries; and
Generali will hold 11% of the

share capital and 15.6% of the
voting rights.

The statement said the two

groups also agreed to finalize a
new shareholder agreement by
Feb. 15 that will "reaffirm the two

partners' intention to seek joint
development opportunities and,
barring unforeseen circumstances,
to maintain their respective hold-
ings," the statement said. The
agreement also will renew the two
groups' mutual pre-emptive rights
on AXA S.A. shares, after adjust-
ments to take into account the

new situation.

"Generali is over the moon with

this deal," said one London insur-

ance analyst who asked not to be
identified. "They have a capital
gain of 1.1 trillion lire ($695.3 mil-
lion), which is twice their annual
earnings."

"This agreement is not a full
lock-up," added the analyst. "If it
wants to, Generali in the future

X.L.
Continued from previous page
came fromL property and specialty
reinsurance, he said.

Although X.L. is predominantly
an excess liability insurer, a "very
good spread of business leads to
stability in our ratings and our abil-
ity to meet claims," Mr. O'Hara
added.

Competition in the main U.S. and
European general liability markets
has been a driving force in X.L.'s
efforts to further diversify into
other lines and markets, he added.

Important to this diversification
are X.L. Reinsurance Co. Ltd., a

Bermuda-based company set up by
EXEL last year with $250 rnillion
of capital "to take advantage of the
restructuring of the U.S. insurance

will be able to claim 'unforeseen

circumstances' to dispose of the
shares."

AXA said that from Jan. 26 un-

til Feb. 8, existing shareholders
will have preferential rights to
subscribe to the new shares on the

basis of one new share at 250

francs ($49.97) for every seven ex-
isting shares held. The new shares
will be retroactiveto Jan. 1, 1995.

The statement went on to say
that in reflecting this transaction,
the conversion into ordinary
shares of the convertible bonds is-

sued by AXA S.A. will be sus-
pended from Feb. 3 through Feb.
21,1996.

If all convertible bonds out-

standing were converted into or-
dinary shares, the total proceeds
from the capital increase could be
as high as 6.6 billion francs ($1.32
billion).

AXA's controlling shareholder
group will subscribe 3.02 billion
francs ($602.7 million) to the capi-
tal increase, of which Generali

will buy 650 million francs
($129.9 million) through Midi Par-
ticipations.

The statement added that a por-
tion of the shares purchased by
the AXA Mutual companies, FI-
NAXA and the Generali groups
might be offered for sale in the
U.S. market at the time of the

AXA S.A. shares on the New York

Stock Exchange. This is expected
to take place in 1996, the state-
ment said. EI=

market" (BI, Oct. 9, 1995)
In providing large, multiyear pro-

grams, XI+ Re will work closely
with Risk Capital Holdings Inc.
This company, in which EXEL has
a stake, is part investment bank
and part insurer, putting it in the
favored position of insuring compa-
nies in which it invests, Mr. O'Hara
said (BI, Sept. 18, 1995).

Another example of diversifica-
tion is X.L. Insurance's decision

this month to offer for the first time

primary as well as excess directors
and officers coverage (BI, Jan. 15).
This diversification will include

several new lawyers professional li-
ability products, as well.

While this represents a niche sec-
tor of the market, it has been quite
profitable over the past few years,
Mr. O'Hara said.

-By Edwin Unsworth
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Major runoff manager
created by mergers

LONDON-One of the largest ning. SUM will have particular
insurance runoff managers in the responsibility for running off
world has been forrned by the long-tail and asbestos, pollution
merger of Lloyd's of London run- and health hazard claims.

off companies Syndicate Under- SUM has been divided into

writing Management Ltd., Sturge three operating divisions, along
Run-Off Ltd. and Run-Off Ser- the lines of the original compa-
vices Ltd. nies, to cope with the increased

SUM Chairman Anthony Hines capacity and workload. Ian Bar-
said the newly merged company rett, financial director of SUM,
will continue to be known as Syn- will oversee the operations of for-
dicate Underwriting Management mer SUM business, while SUM
Ltd. directors Peter Howes and Ron

Clearance for the merger came Cleverley will be responsible for
from Lloyd's Council late las: the Sturge Run-Off and Run-Off
month, paving the way for a run- Services business, respectively.
off management company with All three will report to SUM
capacity under management of £4 Managing Director Alan Pollard.
billion ($6.16 billion) and dealing Mr. Hines estimates the merger
with 45 syndicate groups. will result in potential cost sav-

SUM is wholly owned by ings of more than £20 million
Lloyd's, though it will be under ($30.8 million) over the next five
the Equitas umbrella when the years.

runoff reinsurer is up and run- -By Sarah Goddard

Broker network

expanding reach
Belgian's largest broker joins FDG

By DON LEWIS KIRK

Belgium's largest insurance bro-
kerage, J. Van Breda & Co., has
joined the Luxembourg-based in-
ternational brokerage network
Funk Diot GrECo, or FDG.

Membership in FDG will give
Breda, a specialist in placing cov-
erage for multinational organiza-
tions like the North Atlantic

Treaty Organization and the
United Nations, greater access to
international business.

FDG's addition of Breda means

the network's members together
now represent more than 1,350
employees, 45 office locations in
14 European countries and com-
bined net commission/fee income

main competitive, he said.
Mr. Funk expects further ex-

pansion in Eastern Europe. In No-
vember, FDG opened an office in
Zagreb, Croatia, under the name
Funk Diot GrECo Zagreb D.0.0.,
which is the first international

broker registered in Croatia.
FDG expects growth of indus-

trial insurance business in the

war-torn region as rebuilding be-
gins. "FDG Zagreb will have ex-
cellent opportunity to grow with
the expected inflow of investment
and liberalization of the insurance

market," Mr. Funk said.
FDG has traditional coopera-

tion agreements with brokers in
Europe, North America and Asia.
The Austrian GrECo arm of the

Networking provides a global dimension to
information, which brokers must pass on to
their clients to remain competitive, says
Funk Group's Leberecht Funk.

of $200 million.

The three original partners-
Funk Group GmbH, Diot S.A. and
Gregor Eggers & Co. A.G.-are
leading brokers in France and
Austria, with partners in 72 coun-
tries worldwide.

Effective Jan. 1, Breda will as-

sume a special role in promoting
FDG's European employee benefit
business, according to Funk
Group Chief Executive Officer
Leberecht Funk. Breda also will

manage FDG's expansion into
benefits and other industrial in-
surance business in the Nether-

lands.

FDG will continue its focus on

international corporate risks,
with particular emphasis on
building construction insurance
business. "The group plans to step
up its specialty and risk manage-
ment consulting service with in-
formation collected through the
network," Mr. Funk said.

Networking provides a global
dimension to data, which brokers
must pass on to their clients to re-

broker network has been active in

expansion into the Czech Repub-
lie, Slovakia and Slovenia.

Funk GmbH's central offices

are in Hamburg, while Diot S.A. is
in Paris and GrECo is based in Vi-

enna. Each of the original part-
ners have a share in FDG's Lux-

embourg-based holding company.
Although Mr. Funk said Breda
also will hold a substantial own-

ership stake in the network, the
exact holding has not been dis-
closed. Some 25% of each broker's

capital will eventually flow into
the FDG.

The FDG network was launched

July 1994. About 95% of FDG's
business is commercial retail bro-

kerage. Since 1994, the network
has widened its focus on midsize

corporate clients to large multina-
tional corporations.

FDG commission/fee income

figures do not include all FDG as-
sociated brokers, which are part
of the network but not sharehold-

ers in the Luxemb6urg-based
holding company. ial
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Atchinson
time of tight finances " of the state Senate's Insurance Regulation, which oversees the ployees alike," Mi Leonard added

NAIC committees are expected Committee, Sen Velella bottled up state's Bureau of Insurance An In- He described the supei intendent
to discuss new issues this year, he legislation containing additional dependent, he was appointed twice as a "multidimensional thinker

Continued from page 1 said For instance, state regulators model law requirements Blocking by a Republican governor, once to who lS 'very decisive" yet willing
focus of state regulators in 1996, must manage the change presented that legislation cost the New York serve a portion of an unexpired to explain his reasomng
and the NAIC's accreditation pro- by the globalization of the insur- Insurance Department ltS accredi- term and then to his own five-year Proof that the workers comp re-
gram will remain our chief sol- ance industry, said Mr Atehinson, tation (BI, March 15, 1993) term, which expires in July 1998 A forms are working was seen in two
vency tool," he said Currently, 47 who previously chaired the NAIC Mr Velella's support stemmed Democratic-controlled Senate con- subsequent workers comp late re-
insurance departments hold that International Insurance Relations from discussions at two recent firtned both appointments ductions of 3 8% and 12 59/0

designation Task Force meetings, after which he said "I The first challenge he faced as However, lingering problems in
To become acciedited, a state in- "State insurance regulation must am very impressed with Superm- superintendent was a critical one Maine include disagreements about

surance department must adopt become more customer-friendly for tendent Atchinson He is a voice of The state's workers compensation funding the residual market's defi-
what the NAIC considers essential those U S and non-U S (lnsur- reason among the NAIC leadership market was collapsing until com- cit (BI, July 17,1995)
financial regulatory requirements ance) companies," he said "Effi- and is the first person I have been The Alliance of American Insur-

and have adequate personnel and cient multistate entry (into an in- able to talk to within the organiza- ers filed a lawsuit last month chal-

procedures to pi operly Implement surance market) is key to this ef- tion's leadership who recognizes, lenging the state pool's plan to re-
them An independent review team fort," as are new technological understands and appreclates the 'Regulation must be qulre contributions from nunor in-

evaluates each department and re- tools like the producer database role of the state Legislature as R more customer-friendly surers domiciled outside the state, "
ports its findings to a subgroup of that will help update regulatory relates to the NAIC and its accredi- though they did not write workers
NAIC regulators, who then vote on compliance information tation program

for U.S. and non-U.S.
compensation insurance in Maine

whether the designation should be In addition, Mr Atchinson said "This marks an Important turn- insurers,' the NAIC's (BI, Dec 4, 1995)

awarded Subsequent evaluations he doesn't "inherently" see an in- ing point in the relationship be- Despite the lawsuit, Alliance Vp
are periodically required terstate compact as a threat to the tween the NAIC and state legisla- Brian Atchinson says. and General Counsel Richard Hef-

Critics fear a focus on results- NAIC and says is willing to explore tors " feran said relations with Mr Atch-

oriented regulation will allow so the use of such compacts to regu- Mr Atchinson's rise to national inson ate good "I find him accom-

much flexibiltty that the program late multistate insurance matters prominence as an insurance regu- pensation reform law helped re- modating and willtng to hsten and
w11 become weak and meamng- As for lusk retention groups, he lator is no surpnse to those fanul- build it (BI, Oct 26, 1992) discuss issues, more so than any
less supports "some thoughtful analy- iar with his background Reforms included establishing an other NAIC president I can think

"We are working to ensure that sis" on their role He graduated magna cum laude employer mutual insurance com- of," he said
the accreditation program remains Whatever the issue, "we need to from the University of Massachu- pany and joint labor/management Workets comp is not the only
strong as it matures," Mr Atehin- continue to reach out to legislators, setts before earmng a law degree workers compensation board, de- arena in which the Maine bureau lS
son said He sees the program re- governors, and Industry and con- from Syracuse University He then regulating the marketplace and re- showing leadership under Mr
view launched last year as a way to sumer representatives, for they all spent 15 years m the private sector, ducing and restricting benefits Atchinson's direction

ensure that the program grows m a have interest m the issues with speciahzing in legal and marketmg "I certainly belleve that Brian The Robert Wood Johnson Foun-

" sensible" fashion The review which we are confronted," he said work first for a health care facili- Atchinson was instrumental in re- dat:ion has awarded a $250,000
doesn t stop there He pledged that the NAIC will con- ties company and later for interna- viving the workers compensation grant to the Malne Bureau to sup-

The NAIC will be streamlining tinue to keep them informed tional soccer and baseball con- market," said John Leonaid, presi- port the development of 24-hour
the committee system "to be sule Already, Mr Atchinson made cerns, including Olympic commit- dent and CEO of Maine Employers' coverage pilot projects in the state

we ale not duphcating efforts or sigmficant progress by gaining the tees Mutual Insurance Co in Portland, (BI, Jan 15)
wasting precious resources" such support of New York State Sen He joined Maine's regulatory Maine "He took a prudent and Mr Atchinson hves in Cumber-

as staff and money, Mr Atchinson Guy Velella, R-Bi onx/Westchester, ranks in 1989 as general legal balanced approach toward ensur- land, Maine, with his wife, Joan-
said "I want to be sure comrmttees a strong cntic of the NAIC's ac- counsel to the Maine State Depart- ing the vitallty of the market and who iS also an attorney-and their
are accountable, especially m this creditation program As chairman ment of Professional and Financial the Interests of employers and em- two preschool-age childz en 11
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Capital
Continued from page 3
tional reinsurance and specialty
catastrophe reinsurance to bear,
he said.

There are several mechanisms
that insurers can employ to access
the capital markets, according to
Mr. Sandor, including:

• Private or public equity capi-
tal, such as the money that poured
into Bermuda to back the prop-
erty catastrophe reinsurance fa-
cilities.

• Act of God bonds, which are
debt instruments issued by insur-
ers that, in the event of cata-
strophic losses, allow the issuer to
forego part of the interest pay-
ments. Nationwide Insurance
Group has issued such bonds·(BI,
May 29, 1995).

• Catastrophe futures and op-
tions, which have been traded on
the Chicago Board of Trade for
several years.

• Insurer "swaps," where insur-
ers with different geographical
exposures actually trade risk. For
example, an insurer with Califor-
nia earthquake exposure could
trade some of that for Florida
windstorm exposure.

"The capital markets are al-
ready involved. . .they have been
for some time," Mr. Sandor said.

But why would capital markets
want any part of a potentially

'The capital markets
are already involved,'
says Richard L. Sandor.
'They have been for
some time.'

crippling risk?
Guy Carpenter's Mr. Murphy

answered that question simply: A
strong rate of return. In addition,
"insurance risk can be considered
an asset class. And it's diversifica-
tion for investors," he said.

However, Jack Weber, executive
director of the Natural Disaster
Coalition in Washington, said that
capital markets have shown little
interest in getting into a Califor-
nia earthquake facility that has
been seeking a total of $10.5 bil-
lion in capital. "That authority
can't raise the money (from capi-
tal markets) because investors
want a 30% to 40% return. The

primary industry won't pay the
necessary price to guarantee such
a return," he said.

If capital from outside the in-
dustry proves to be unattainable
in ample amounts, another possi-
ble solution is a legislative pro-
posal for a national pool consist-
ing of insurer-financed catastro-
phe funds that would have the
federal government as a "back-

stop," said Mr. Weber.
"U.S. taxpayers have already

paid out $50 billion in the last few
years for disaster relief, so we're
at a crossroads. The only ques-
tions that need to be answered are
how much of a role would this
pool play and what would be the
level of acceptable participation
from the government," he said.

Mr. Weber said once those im-
portant questions are answered,
"Congress will pass it."

But the idea of the federal gov-
ernment taking a sizable role in
catastrophe reinsurance does not
thrill Centre Financial's Mr. San-
don "I'm worried about the gov-
ernment intervening. Centraliza-
tion is not a great idea. I support a
private-sector solution to a public
problem."

Another suggestion offered by
moderator Myron Picoult, manag-
ing director and senior insurance
analyst with First Manhattan Co.
in New York, is that insurers be
allowed to set up catastrophe re-
serves on a tax-free basis.

But panelists pointed out that
such a suggestion would never fly
through Congress at a time when
spending cuts and a balanced
budget are such hot topics.

The net cost to the government
would be $15 billion to $20 bil-
lion, which would lead to addi-
tional spending cuts, noted Mr.
Weber. "It's politically unfeasible
in this day." mIl

The fundamental problem
Insurer executives bemoan low rates for high risks

By MICHAEL SCHACHNER -

NEW YORK-The fundamental
problem plaguing domestic property
insurers is that premiums for catas-
trophe-prone property, primarily ms-
idential property, are inadequate
compared to potential losses on those
risks, several insurer CEOs say.

Congress may well put taxpayer
funds into a reinsurance program to
help pay losses. And capital markets
may soon offer more protection. But
until insurers address the fundamen-

tal problem of low prices, such mme-
dies would be only Band-Aids, said
one chief executive officer.

Low rates and premiums on
houses in disaster-prone areas are
the most ob*ious catastrophe-related
problems for insurers, said Ronald E.
Ferguson, chairman and CEO of
General Re Corp. in Stamford,
Conn., during a panel discussion last
week at an Insurance Services Office
Inc. meeting.

"We're not dealing with the funda-
mental problem," said Mr. Ferguson.
"There's only about $2.5 billion in
property premiums coming out of
Florida," where the exposure easily
exceeds $50 billion.

"Homeowners insurance isn't, and
never has been, profitable," added
William R. Berkley, chairman and
CEO of W.R. Berkley Corp. in
Greenwich, Conn. "But if you were
to get the pricing mechanism right,
you'll solve the problem. People
won't build on the beach if they
know they'd have to pay 10 or 12
times what they're paying now."

But simply hiking rates on coastal
and California homes isn't an option,
said D. Richard MeFerson, president
and CEO of Nationwide Mutual In-
surance Co. in Columbus, Ohio.
"Regulators won't let us...but they
should. People who choose.to live in
a high-risk situation should pay for
that choice."

Dennis H. Chookaszian, chairman
and CEO of CNA Insurance Cos. in
Chicago, reiterated what many have
been saying for several years: Per-
sonal lines, not commercial lines,
losses are 1cilling the industry.

"If you could get homeowners
pricing corrected, you'll solve most
of the problems. But doing so is po-
litically unpopular," he said.

But, "some would be happy to pay
three times more, when it should be
10 or 12 times," Mr. Berkley said.

But image is still important, two
executives said. "We can't be per-
ceived as if we're gouging the public.
There is a PR side to this," said Mr.
McFerson.

Pushing for higher rates for disas-
ter-prone areas will never be easy
because the public perceives such
business as far more profitable than
it really is, said Douglas W. Leather-
dale, chairman, president and CEO
of The St. Paul Cos. Inc. in St. Paul,

Minn. "We've failed

® to eqlain that thisisn't a high-rate-of-
return industly. Our
margins can be
small."

In an odd way, the
recent losses may help the industty

"Actuarially sound rates haven't
been politically feasible, but we
should still work toward that. With
eight one-in-100 year events in the
past five years, people may actually
realize that there is a big risk," ex-
plained Robert T. Herres, chairman
and CEO of United Services Auto-
mobile Assn. in San Antonio.

If higher rates are unattainable,
higher deductibles and more manda-
tory self-insured retentions should
be used, as they are on the commer-
cial side, several executives said.

Another major factor affecting the
industry is restructuring.

Mr. Chookaszian said restructur-
ing will continue along three major
lines: for financial reasons, for con-
solidation and for liabilities. "For the

stock companies, more outside
money that's geared toward quar-
terly results will continue to come in.
You see it now with KKR, the Bass
brothers and Insurance Partners.
This is smart money," he said.

CNA's 1995 purchase of Continen-
tal Corp. and the more recent acqui-
sition of Aetna Life & Casualty Co.'s
property and casualty business by

Travelers Corp. signal that restruc
turing for consolidation is heating up
after years in which the only buyers
of U.S. insurers were foreign.

"Until last year, the consolidation
price was too high for domestic com-
panies. Only outside insurers were
attracted," he said.

On the liability side, Mr. Chookas-
zian pointed to the Zurich Insurance
Co. pumhase of much Home Hold-
ings Inc. business, Kohlberg Kravis
Roberts & Co.'s deal for Talegen
Holdings Inc., CIGNA Corp.'s desire
to split into two companies, one a
runoff company, and Lloyd's of Lon-
don's creation of Equitas Ltd.

The CEOs differed on their major
concerns for the near future.

Mr. McFerson said managing Na-
tionwide's exposure base and mak-
ing sure the company is protected
from catastrophes is his prime con-
cern. Another top concern is improv-
ing its distribution.

Mr. Leatherdale said figuring out
a way to "get the prices I need to
keep the gap between pricing and
loss trends sizably apart." Beyond
that, he said, reducing St. Paul's ex-
penses and improving productivity
concern him. "I can affect these
things more than I can loss tends."

Mr. Berkley said communicating
to people what low interest rates in
1996 will mean to his company's bot-
tom line is a leading concern. "In-
vestment income is going to drop
this year without better investment
strategies." He also cited keeping up
with information technology.

Mr. Chookaszian said CNA will be

dedicated to reducing and managing
environmental liabilities as well as

tackling computer problems.
And Messrs. Ferguson and Herres

said maintaining pricing amid heavy
competition will be their leading
challenges.

And into the next century?
"I want be the consolidator, not

the consolidatee," said Mr. Leather-
dale. "We're here in an industry that
is going to continue to get smaller.
This industry will be totally global in
10 years and I still want to be
around." El
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OSHA's Stanley joins AK Steel
Sleet Streets? James W. Stanley, former dep-

uty assistant secretary at the Co- Comings & Goings: Buyerscupational Safety and Health Ad-
ministration, Joins AK Steel Corp

Troubled Weather Means Clear Profits today as vp-safety and health handling Saint-Gobain's worldwide risk

Mr Stanley, 51, fills the newly The insurance and risk manager management program, including

for Our Agents & Brokers. created post at the M_ddletown, position was spun off from an- evaluating and locating insurance
Ohio steel company after spend- other department within Four M for property, products, health and
ing nearly 25 years with OSHA Ms Dopslaff will now report to environmental risks
His duties m overseemg health Richard Stinner, financial man- He also is responsible for risk

Sam Tassel of Admiral Insurance, Lynn, MA: "I've picked and safety at AK Steel are still be- ager management activities at Saint-
ing o.itlined Ms Dopslaff previously worked Gobain Corp 's North Americanup an extra $200,0001ast year selling weather msurance He will report to Richard Ward- as a risk management consultant facilities

Worldwide Weather gives me the fastest, easy-to-sell quotes, rop, president and chief executive at GE Capital Insurance Services Risk management duties previ-
and it's all new, added bus-ness for my agency.

officer and as a risk analyst at Servlze ously were handled by separate
Mr Stanley began his career at America Corp, both in Stamford, departments at the companies

Our brochure lists a whole range of easy ways your OSHA in 1971 as a maritime offi- Conn Saint-Gobain lS a manufacturer

cer in the Philadelphia area Af:erAgency can add fresh commission income It's a Ms Dopslaff hclds a bachelor's of building materials and Saint-
moving through the ranks, he was degree in English flom the Url- Gobain Corp lS the holding com-

great door-opener, it's an area you probably named regional administrator in versity of Scranton anc is a J- pany for U S and Canadian Lib-
haven't tned before. New York in 1987 and took the censed insurance broker in Con- sidiaries

deputy assistant secretary post m nectlcut Mr Walsh reports in Paris to
Call to get our free brochure. Then sit back 1994 Ms Dopslaff lS a member of the J F Phelizone, director of finance

While at OSHA, Mr Stan_ey Fairfield County, NY, chapter of at Saint-Gobain and in the Unitedand let it rain, snow, or sleet, and en}oy the profits.
conducted workplace safety train- tie Risk & Insurance Management States to George Amoss, chief fi-

Fitrs, Festivals, Pindes Concerts lele, istui, Commerct.116, Movies Sporting ing programs for organizations Society Inc nancial officer of Saint-Gobain
bents Remil 5 11.slncenti, e Promotions Businesslnterruption for Utilities including the United Steelwork- ***

Corp
Municipality Snow Remoul .\griculture ers of America, Western Pennsyl- Michael J. Walsh has been Mr Walsh holds a bachelor's

vania Safety Council and the Unt- named worldwide director of risk degree in business administration
versity of Pittsburgh School of management for Paris-based from Manhattan College and a
Engineering Saint-Gobain and vp of risk man- master of business administration

PWORLDWIDE Mr Stanley holds a bachelor's agement for ltS holding zompany, from New York University
degree in business administrat_on Saint-Gobain Corp in Valley

1WEATHER from Elizabethtown Co-lege Forge, Pa We'd like to report on staff
*** Mr Walsh, 52, previously was changes in your company's rtsk

Mary B. Dopslaff, 28, iS the new pp and treasurer at Saint-Gobain management, safety and employee
insurance and risk manager at Corp

The World's Leading Weather Specialists
benefit departments Contact

Four M Corp, a Valha_la, NY- Mr Walsh joined CertainTeed Michael Bradford, Associate Ed:-

1-80£-500-5801
based manufacturer of corruga:ed Corp, a Saint-Gobain Corp unit, tor, Business Insurance, Suite i 14,
cardboard in 1977 as director of financ,al 8950 N Central ExpresswaN, Dal-

1615 Northern Hlwl, Minhimi, NY 11030 FAX (516) 365-747- Oftice„n New York. London ind Sydney Ms Dopslaff's responsibilities analysis las, Texas 75231, 214-361-2295,
URL http.//„ww u e itherin, com E Mul r,i ithins@ix nitcom <om include property/casualty insur- The new appoin:ment means fax 214-696-1936 Please include

ance programs, safety and claims Mr Walsh will be responsible for a photograph
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Quake duced eashng earthquake coverages
In the process, a select number ofand the other measure authonzed

targeted lead reinsurers were askedcreation of the CEA How $10.5 billion in claims for quotations and other terms ByContinued from page 1 The mim-policy, a key to attract-
quake exposure m one entity and ing support for the CEA, mcludes a could be paid Dee 29, the leads had come back

10 5 billion with quotes ranging from $470 mil-would know exactly what their ex- deductible of 15% of the hmit for hon to $600 milhon for the two-yearposure was," added Wilhs T King structures, a $5,000 limit on contents term of the deal On Jan 4, the CEAJr, chairman of Willcox Inc Rein- and a vanety of other subhmits and $2 billion
approved a two-year premium ofsurance Intermediaries in New York, exclusions The pollcy covers earth- Insurer assessment**

Jr $575 milhon, equating to a 144%another member of the broker group quake "shake" damage only and ex- 8 5 billion t annual rate on hne for the reinsur-Reinsurers often have said they cludes other penls
ers, Mr Graham reportedwould put up substantial lines for Had the pohcy been widely used $1 5 billion

Within two weeks, a syndicate of# exposures they could quantify, Mr at the time of the Northndge quake, 1 From capital markets*

7 billion lead reinsurers and several followingKing noted "They're really provlng insured residential losses would have markets had commltted a total ofit m thls situation" been cut to $43 bilhon from $82 bil- $1 billion
more than $15 bilhon to the pro-Much of the capacity being com- hon, the CEA estimates 6 billion CEA general revenue bonds
gram (see chart, page 1)mitted to the CEA, moreover, is As proposed, the CEA would Issue Several followmg markets have• "new" capacity that w111 not draln pollcies through partlcipatmg msur- $2 billion also committed large hnes, includingreinsurance support for commercial ers, and casting pollcies would be '>, Reinsurance *» Zurich Insurance Co and Centre Re-

earthquake and other catastrophe converted to CEA coverage at re-
4 billion * insurance Co Ltd of Bermuda, $150rtsks, brokers and reinsurers say newal The facillty is structured to milhon, unlts of Amencan Interna-"It's capacity that's been pUt IntO provide a maximum aggregate hmit tional Group Inc, $100 milhon, IPCthe busmess and capacity that's been of $10 5 bulion in several layers $3 billion

Insurer assessments** Re Ltd of Bennuda, $20 milllon,created by (cat reinsurers') retained funded by property insurers, remsur- and Transatlanttc Reinsurance Co of
earnings over the last two to three ers, the state government, pollcy-

v -4 To be determined New York, $15 millionyears," Mr King said holders themselves and posmbly the Mr Graham projected that totalCEA retained earningsWhile some participants-mclud- capital markets 1 billion commitments could hit $18 bilhon
.ing Insurance Department officials The $10 5 billion would consist of

by the time the placement isthemselves--express mixed feelmgs • An initial $1 bilhon layer built 3 $1 billion
0 wrapped up this week, an amountInitial insurer contributionabout government mvolvement m with non-refundable capital contn- that should be enough to handle ex-solvlng the earthquake coverage butions from participating msurers

*Goal is at least $15 billion Actual amount to be determined Assumes 100%Industry participation pected participation in the CEAproblem, they also acknowledge the based on their market share An m- -Will be reduced based on growth in retained earnings If the total hmit falls below $2 bil-
CEA as a model of cooperation surer with a 10% market share, for Source California Earthqua e Authority

hon, each reinsumr's line would beamong policyholders, government example, would have to contnbute reduced proportionallyand the private sector $100 mihon
Mr Graham said he had expected

"The toughest day m my (career) • A layer consisting of the CEA's be eliminated by the year 2006, the weren't met, brokers note the gigantic placement to drain ca-with (Insurance Commissioner) retained earnings Assuming no CEA proJects Knowing that global capacity tastrophe market capacity For oneChuck Quackenbush was when I losses, the CEA estimates its retained The total aggregate limit offered would be needed, the Cabfornia de- thing, many of the largest Callfomia
went In and told him it would have earnings w111 grow from $147 milhon by the CEA wlll depend on the de- partment assembled a team of bro- homeowners insurers-like State
to be a state agency," Mr Butler said at the end of thls year to $52 bilhon gree of msurer participation The kers and divided the market geo- Farm Mutual Automobile Insuranceof the CEA's development by the year 2004 $10 5 bilhon limit would require par- graphically Blanch acted as coordi- Co and Allstate Insurance Co -buy

But "thls is something that embod- • A $3 bllhon layer funded by as- tlcipation by all the state's earth- nating mtermediary while Willcox httle or no reinsurance, meaning thaties the best of everythmg," he said sessments of partlclpatlng Insurers quake insurers At the minimum re- took Bermuda, most of Europe and it was not a matter of simply trans-
The CEA has its genesis m a mar- based on market share The total qulred 75% participation level, the the Far East, Sedgwick Re took the femng capacity to the CEA, he said

ket cnsis that followed a devastating amount of thls layer w111 be reduced total hmit would be $7 86 bilhon and United States and Canada, G J Sul- In addition, Callfornia property ln-
stnng of losses from Be $960 milhon yearly as the retamed eamings layer the amount of each layer would be hvan Co of Los Angeles approached surers are stlll exposed to nsks not
Loma Pr:leta earthquake m 1989 to grows, and wlll be cut to zero after proportionally reduced The reinsur- direct wntlng reinsurers, and Lon- covered by the CEA, hke fire follow-
the $12 5 bdhon 1994 Northndge 10 years, the CEA projects ance layer, for example, would be don broker Ballantyne, McKean & Inga quake, and may reinsure them
quake Prompted in part by such • The $2 bilhon reinsurance layer $15 bilhon at 75% participation Sulhvan took Lloyd's of London and In the first year of the CEA's opera-losses, more homeowners bought • A $1 bilhon layer funded by a The Insurance Department has re- the Umted Kmgdom market bon, participating reinsurers w111
quake coverage 34 5% at year-end state general revenue bond issue ceived verbal commitments from The CEA decided early on to mar- also have "dual" exposure, transfer-
1994 compared with 10% m 1985, Principal and interest payments about 84% of the market, according ket the program as a smgle $2 billion nng some pohcles to the CEA while
according to CEA documents would be covered by a surcharge to to Blanch's Mr Graham, who said quota share layer m which reinsurers mmaining hable on others until re-

At the same time, insurers-re- CEA pollcyholders of up to 20% of actual participatton wall be m the would all get the same pnce and newal, Mr Graham said
quired by law to offer the coverage their annual premium 75% to 82 5% range tenns, Mr Graham said Breaking It appears, though, that the CEAMth homeowners pohcies but facmg • A layer of at least $15 bilhon Many smaller insurers-those with the program mto layers, he ex- capacity 15 new capacity reflecting
mcapped liabilities-have been in- funded with the sale of an mvest- $50 milhon or $60 milhon m surplus, plamed, would have nsked inhght- mcreased appetite for nsk and nslng
creasingly unw]111ng to write new ment product The Callforma depart- for example-won't participate be- mg among reinsurers splus following two years of favor-
and renewal business Over 90% of ment is shll discussing the form this cause they can't afford the required The relnsurance layer wlll also re- able cat expenence, according to
the market lS now closed to new product wlll take with Morgan Stan- CEA capital contnbution, he said spond on an aggregate bams, mean- brokers
business and insurers have said they ley & Co and other advisers, and a Before the CEA could get a green mg that as losses exhaust the under- This is mostly new capacity, addi-
would non-renew more than 1 rml- decision should be made thls week, hght from the Legislature to start lylng hmits, the remsurers move bonal capaclty created for this pur-hon pollcies unless the problem lS Mr Butler said operating, though, it had to put its closer to having to respond on a pose," agreed Herbert N Haag, pnes-addressed, CEA documents say • A second mdustry assessment relnsurance program m place ftrst-dollar basis to the next loss ident of Partner Reinsurance Co

The Insurance Department and layer of $2 bilhon, again based on m- Apart from ltS sheer slze, the On Dec 6, the brokers, accompa- Ltd of Hamilton, Bermuda Partner
state Legislature responded with two surers' market share This layer wlll placement was unusual because rein- med by Mr Quackenbush, embarked Re's own equity has grown to $13
bllls signed into law last October also be reduced yearly after the mi- surers were being asked to commit on a road show to sell the program billion from $950 million over the
one created a new earthquake tial capital and retained eamngs to a facihty that might never get off to remsurers, hnishing the tour Dec last two years on the strength of
"mini-pollcy" that sigmhcantly re- layers surpass $6 bilhon, and could the ground if other conditions 16 m Zurich, Mr Graham said good loss expenence, he noted CII

HMO premiums cut For the Record Pharmacy yond pure discounts," Mr Swim
said "If no one receives discounts

from managers, them would stlll bein collective approach Contmued from page 2 slgmhcant value they (PBMs) would
SAN FRANCISCO-A recent part on purchaser ignorance In col- of mterest to rlsk managers wholesalers that are defendants, said add to the product "

study provides new insight into the lective alhance, the first thlng In a product hability case, the John Rector, general counsel of the For example, effective use of for-
Pacific Business Group on Health's (PBGH members did was) they put court held m Yamaha Motor Cotp Washington-based National Assn of mulanes and databases that track
approach to saving member em- their pnces side by side" vs Calhoun that lawsuits over cer- Retail Pharmacists drug mteractlons, as well as plan de-
ployers milhons of dollars through Through comparison and collec- tain watercraft accidents-those The amount of money involved signs for drug programs that are tai-
collecbve negotiabons with HMOs tive negotiations, the employers that do not mvolve professional here could prompt regulators to lor-made for specific employers,

The study, publlshed m the Win- were able to ellminate the discrep- mariners and occur in state temto- more closely scrutinize drug pncing, would stlll be attractlve to employ-
ter 1995 issue of Health Affairs, re- ancies between their payments to nal waters or less than three miles regardless of the tnal outcome, said ers, he said
veals that m 1994, before collective the same HMOs, Mr Robinson said offshore-are governed by state tort Mr Rector "The surfacing of offers The proposed settlement is hkely
negotiations, 11 member employers For 1995, negotiations for the 11 law, not federal maritime law like $600 milhon Mll put pressure to lead to fewer and smaller dis-
made payments to HMOs ranging employers resulted in 9% savings in Separately, the court declined to on federal and state antitrust agen- counting arrangements, he said
from $1,544 to $1,958 per employee premiums, or $161 per person cov- review a ruling from the 7th U S cles to do something" The effect of the suit could be el-

But analysis showed that differ- ered which totals $36 5 milhon for Circuit Court of Appeals m Em- Those companies that are settling the to boost discount drug pnces to
ences m beneht packages, nsk mix all the employers ployers Insurance of Wausau vs am hkely realizing that Jury bias retail levels or push retall pnces
and volume of purchasing ac- Pacific Business Group on Health Browner that parties must comply against big corporations and instatu- down to current discount levels
counted for only one-third of the :s a non-proht organization that fully with Environmental Protec- lions could work against them, as More hkely, an eqwhbnum will be
premium variation The rest was represents 28 health care purchas- tion Agency cleanup orders before would jurors' Intenst m low-cost reached, said Mark Allangton, exec-
unexplamed, said James Robinson, ers, which provide benehts for seeking reimbursement from the health care, said Anne Pramagglom, utive director of the Ilhnois Pharma-
a Umversity of Cahfornia at Berke- more than 25 milbon people The government an antitrust lawyer and partner m cists Assn m Chicago
ley professor of health econorrucs PBGH reahzed an additional 43% Also, the court without comment Chicago-based McDermott, Will & Mr Pulongton added that he
and the study's author m savings for 1996, or $17 milhon declined to review a 10th U S Cir- Emery Also, treble damages can be thought such an equihbrium would

"What was going on is there is a cult Court of Appeals ruling m Rob- imposed m an antitrust case come about by the drug companies'
lot of vanation in what employers Supreme Court inson vs Audi that an attempt to Even if discounting ends, employ- changing their pncing philosophy-
are paying for health insurance," he invahdate a product hability ruling ers would stlll have reasons to con- not a court order He said, he be-said "It is not based on any land of ruling roundup on the basis that defense lawyers tract with pharmacy benefit manag- lieved the remaining defendants
data or cost information It's simply WASHINGTON-The Supreme had defrauded the court required ers, said Todd Swim, health actuary would agree on a settlement, as well,
that health plans are charging what Court earlier this month ruled in proof that deliberate fraud had oc- and capltatlon practice leader for to avoid going through a trial and
the market wnll bear, and what the one narrow product liability case curred, not mmply proof of a "reck- Buck Consultants m Chicago being forced to release years of con-
market unll bear is based in large and declined to review two others less disregard for the truth" 0 "There are other mducements be- fidential pncing data ill
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Exxon property limits and $250 million argued that Exxon, as a cargo
of liability limits under the policy, owner, had no legal duty :o clean Updates -
said attorney Harry Reasoner, up the spill and that it undertook

Continued from page 1 managing partner with Vinson & cleanup measures only to bolster 1995 storms among costliest
cargo it owns Elkins in Houston, who represents its sagging public relations image

A ]ury trial on a coverage dis- the insurers But, the $300 million settlement Contlnued from page 2

pute over a section of the policy An Exxon spokesman would not lS one "which I support, as do the That esttmate does not Include claims from a second snow storm

covering Exxon's pollution liabili- comment, but Mr Reasoner said other market leaders," sa-d Rich- that hit the Northeast on Jan 12

ties as a cargo owner is set to be- the company sought $2 15 billion ard Youell, director and under- Stll more storms caused ectenmve damage to the Midwest late last
gin in Texas state court in April of damages for bad faith, trebling writer at Janson Green week and appeared likely to receive catastrophe designation

After the Texas litigation ends, of damages under Texas law, m- Exxon's remalning cargo insur- The costhest wmter storm was the "BlizzaId of 1993," which caused

the two sides will arbitrate their terest and attorneys' fees ance claims exceed $250 million, $1.75 bilhon in msured property damage (BI, March 22, 1993)
dispute over a third section of the More than 150 insurers partici- plus interest and punitive dam-
policy that covers non-marine pated In the cargo insurance pro- ages, the spokesman said Court limits KAL damages
third-party liability claims gram, which lS written above a Mr Reasoner, the insurers' at-

However, a federal appellate self-insured retention that sources torney, said the remaining dam- WASHINGTON-Intemabonal airhnes scored a victory last week
court decision earher this month say totals between $200 million ages sought by Exxon are less when the U S Supreme Court ruled that under the Warsaw Conven-
raises questions about the remain- and $250 million than $1 billion tion plaintifs cannot collect loss of society damages related to a death
ing coverage dispute The coverage is led by Lloyd's of But, the 2nd Circuit's Jan 12 on the hlgh seas

The 2nd U S Circuit Court of London syndicate 79/650, man- decision that a lower federal court In the suit, Zzcherman et at vs Korean Air Lines Co Ltd, brought

Appeals in New York has reversed aged by Janson Green Ltd Un- should not have backed away by the mother and sister of an Amencan woman lalled when Korean
a lower federal court's decision derwriters at Lloyd's, London and from the insurers' case could have Air Lines Flight 007 was shot down m 1983 by a Soviet let, the Su-
that deferred to the Texas state Scandinavian companies, Allianz one of numerous possible implica- preme Court ruled that the Warsaw Convention permits compensation
court and dismissed the insurers' International Insurance Co (Ltd), lions for the coverage dispute only for legally recognmable harm, which is detemilned by the applica-
motion for a declaratory judgment and units of American Interna- The case raises the issue of ble domestic law In tins case, the court ruled that mnce the plane was
that Exxon is not covered tional Group Inc, CIGNA Corp "whether maritime losses caused shot down over water the appropnate U S law lS the Death on the

The Texas trial would begin and Continental Corp partici- by an insured's recklessness are High Seas Act, which allows only economic damages As a result, the
seven years after the nation's pated in the program fortuitous" and therefore uninsur- plainbffs cannot receive $98,000 m damages they were awarded by a
worst oil spill fouled the waters, Marsh & McLennan Inc of New able, the 2nd Circuit said That "is tnal court for loss of society

aquatic life and shoreline of Alas- York and London affiliate CT a novel issue of federal admiralty That award was first set aside by the 2nd U S Circuit Court of Ap-
ka's pristine Prince William Bowring & Co (Insurance) Ltd law" that a federal court should peals The Supreme Court affumed the decision, clanfymg what law
Sound placed the coverage review, the 2nd Circuit said should apply under cases brought under the Warsaw Convention's Ar-

About 11 million gallons of Besides the cargo coverage, The appeals court reached the tide 17, which governs compensation m mternational ar crashes
heavy crude oil poured into the Exxon had $400 million of pollu- same decision last year under a "This ruling is a malor case," said I.e Kremdler of Kremdler &
sound from the crippled Exxon tion liability limits from the Inter- different standard of review, Kreindler in New York, a plaintifs attorney involved in other avlatlon

Valdez after the oil tanker ran national Tanker Indemnity Assn, which the U S Supreme Court 11tlgation "The Supreme Court has said it wlll be a choice-of-law rule
aground on March 24, 1989, while a Bermuda protection and mdem- overturned last fall (Bl, Oct 9, governing these Warsaw Convention cases, and if the law is the Death
under the command of a captain nity club (BI, Sept 6, 1993) 1995) on the HJgh Seas Act, no loss of society damages w111 be awarded "
with a history of alcohol abuse The cargo insurers denied cov- The Texas litigation coild influ-

Exxon says its spill costs total erage for several reasons ence the federal court case in New

about $3 8 billion $2 5 billion in
KKR deal ends Xerox plan

The cargo policy, they said, ex- York, or the federal court could
cleanup costs, $1 billion to settle cludes pollution liability coverage reach a conflicting decision, said SEATILE-With the announced $27 bilhon sale of Talegen Hold-
state and federal civil charges (BI, because Exxon already had such insurer attorney Travis Broesche, Ings Inc to a group led by Kohlberg Kravis & Roberts Co and Talegen
Oct 7, 1991), and $300 million to coverage from the P&I club another partner with Vinson & management, Xerox Corp wlll complete its long-sought exit from fl-
settle claims by 12,000 fishermen The insurers also argued m Elkins nancial services

and other claimants court papers that the spill re- And, there lS no telling how the The deal is to be done m two parts First, the investors wlll pay $21
Exxon took a $1 35 billion af- suited from "Exxon's willful, two court cases may influence the bilhon for four Talegen units Coregis Group Inc, Crum & Forster

tertax charge in 1989 for spill-re- wanton, reckless and/or inten- arbitration discussions, Mr Broe- Holdings Inc, Industnal Indemmty Holdings Inc, and Westchester
lated costs tional misconduct " sche said Specialty Group Inc The payments will consist of $13 bilhon m cash,

Exxon also has asked a federal The National Transportation Meanwhile, wrapping up the fi- $450 milhon m preferred stock m a new company formed by the KKR
court Judge in Alaska to set aside Safety Board concluded, in part, nal phase of ltS oil spill liability group and $360 milhon m debt
the $5 billion of punitive damages that the ship's captain was inn- litigation with thousands of plain- Secondly, the group Will pay $612 milhon for The Resolution Group
a Jury ordered it to pay to 15,000 paired by alcohol when the spill tiffs in federal court in Anchor- Inc, the umt that manages Talegen's runoff businesses The payments

plaintiffs (BI, Sept 19, 1994) occurred age, Alaska, Exxon has agreed to wlll consist of $150 million in cash and $462 milhon m performance-
Exxon contends that various And, the jury that ordered a $3 5 million settlement How- based secuntles issued by another company formed by the KKR group

sections of the cargo policy cover Exxon to pay punitive damages ever, the amount lS fully offset by Joseph W Brown Jr will remam chairman of Talegen and the runoff
its pollution cleanup costs and found that, because of Capt Jo- previous payments to the plain- management unit, and each operattng insurer wlll remain separate
third-party claims seph Hazelwood's drinking prob- tiffs, the Exxon spokesman said business entities

But, Exxon has sought nearly $3 lems, Exxon and the captain were Xerox's Bermuda reinsurance unit, Ridge Reinsurance Ltd, unll con-
billion from its cargo insurers- reckless (BI, June 20, 1994) Sarah Goddard contributed to tlnue to reinsure Talegen Xerox will take a $15 milhon chaIge for the
well above its $600 million of In addition, the cargo insurers this report fourth quarter to increase Talegen's loss reserves

Both AM Best Co in Oldwick, NJ, and Standard & Poor's Corp m
New York said that the increased leverage could lead to downgrades

Captives
no official confirmation has been crat, and Sen Jeffords, a moder- for the msurance umts All the companies have var·lous A level ratings
received on whether the adminis- ate Republican
tration continues to support its "The last thing the administra-

Continued from page 3 captive tax provision tion needs to do lS incur the ire of Briefly noted
or capacity to monitor solvency, The provision, though, was not two senators" who could be-ex- Stephen Merrett recently stepped down as Lloyd's of London's rep-
and captives with a large amount Included m a brief summary of a cept for the captive provision- Isentatlve m Superfund negotiations, following the announcement of
of unrelated business are less able more recent administration bud- potential supporters of ltS budget possible I.loyd's disciplmary achons sternimng from losses on syndi-
to predict and control future get proposal, which some captive package, said Jon Harkavy, vp cates he managed (BI, Nov 6,1995) Sir Peter Mller, chairman of
losses, it also could lead to Inore supporters say is encouraging and general counsel in the Arling- Lloyd's from 1984 to 1987, has taken over The Callfornia Supreme
captive failures," Gov Dean "It is a positive development ton, Va, office of USA Risk Court wlll hear an appeal of an appellate court decision m West Amer-
added that it lEn't m the latest draft," Group, a captive management ican Insurance Co us Fteeman that upheld a $12 million punitive

In addition, Gov Dean wrote, said Jeffrey Johnson, a partner company damages jury award against an Ohio Casualty Corp unit m a bad faith
the administration's proposal with the law firm of Primmer & But Mr Harkavy notes that action The award is the highest punitive damages award to be upheld
would undermine group captives, Piper in Montpelier, Vt, and a summaries, by their very nature, by a California appellate court in a publlshed decision, and wlll be the
such as risk retention groups, by former commissioner at the Ver- don't necessarily include all pro- focus of the state Supreme Court's decision The U S Supreme Court
making it difficult for pollcyhold- mont Department of Banking, In- visions in a broader package and let stand a New Hampshire Supreme Court rubng that Ford Motor Co
ers owning more than 10% of the surance and Securities that the fate of captive tax provi- can be sued under state product liabiltty law for sellmg a car without
captive to be able to deduct their Others say the administration mon still is not clear an air bag, even though federal law did not require bags in the 1988
premium contributions might withdraw the captive tax "I'm not sure that this issue has Ford Escort mvolved ma fatal crash (BI, Sept 25, 1995) New York

Sens Leahy and Jeffords told provision because of concerns of yet been put to bed," Mr Harkavy Gov George Patala is expected to sign leglslation that would require
President Clinton that raising the antagonizlng Sen Leahy, a Demo- said El health insurers and HMOs to pay for at least 48 hours of hospital care
threshold level for premium de- for newborns and their mothers Maryland, New Jersey and North
ductibility to 50% unrelated busi- Carolma already have such laws Clinton administration officials last
ness from 30% would have a dev- American Airlines retirement offer costl week said a pension simplification package wul be Included m thead-
astating impact on the domestic ministration's next budget package Most employers wrth cash bal-
captive industry DALLAS-An early retirement million for the fourth quarter of ance pension plans would be able to use their current methods of cred-

The current threshold, the two program offered last year to some 1995 itmg employees' account balances with interest, under Internal Reve-
senators said, is based on "widely employees cost American Airlines This charge included costs asso- nue Service Notice 96-8 issued last week U S Distnct Cozfft Judge
accepted judicial precedents and Inc $332 million on a pretax ba- ciated with two early retirement Helen Glnger Berrlgan wlll premde over a major class-action suit
expert evidence on the nature of sis, according to fourth-quarter programs, the accident in Colom- against cigarette manufacturers m New Orleans following the death of
insurance financial results released by the bia and other losses and write- Judge Okla Jones II earher in the month. Judge Jones last year had

The administration's proposal, company last week downs certtfied the class action, which alleges cigarette makers mcreased rue-
in contrast, is wholly arbitrary It In addition, losses stemming Some 2,150 Transport Workers

L
obne levels to addict smokers (BI, Feb 27, 1995) The U.S. Supreme

is not based on any expert judg- from an accident m Colombia last Union employees ac c ep ted a n Court Fhday agreed to review two cases of interest to nsk and benefit
ment or evidence," Sens Leahy month cost the airline $42 million early retirement offer American managers Gaspenm vs Center for Humamttes, which concerns the
and Jeffords wrote pre-tax (BI, Dec 25, 1995), which made last year and 350 flight at- power of federal ludges to reduce monetary awards by luries, and

It isn't clear yet how much of an also was recorded as a charge tendants ace epted a sep ara te Spink us Lockheed Com, which found an early retirement program
impact the letters from Sens against fourth-quarter earnings early retirement offer (BI, Oct 16, offenng older employees mcreased pension benefits m exchange for a
Leahy and Jeffords and Gov AMR Corp, the parent company 1995) waiver of their nght to sue the company for employment discnmina-
Dean have had on the administra- of American Airlines, recorded a -By Deborah bon violated ERISA (BI, Sept 18,1995).
tion An aide to Sen Leahy said total restructuring charge of $533 Shalowitz Cowans
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Fiduciary liability shield questioned Bi Insurance Index

By PATRICIA B. LIMBACHER Court says employers dently when it mvested m five-year contracts 1,280

Crain News Service with Execubve Life 1,260

PHILADELPHIA-Employers may have less
must exercise more care According to the decision, Unisys relied on

its consultant, Johnson & Higgins, to analyze 1,240
protection from fiduciary habihty for employee
mvestment decisions than many thmk, a fed- on investment options ELIC's creditwortknness But Murray Becker, a 1 220

GIC consultant at that time with J&H, said m
eral appeals court decision suggests Because of the summary judgment, those issues his deposition that J&H was not a credit-rabng 1 200

The decision-mvolving a Unisys Corp de- hadn't been addressed in the lower court agency and recommended companies that 1 180flned contnbution plan that purchased guaran- Meanwhile, experts say the decimon wlll send Standard & Poor's Corp had rated AAA
' teed mvestment contracts from Executive Life employers scurrying to look at their own de- And J&H had recommended three-year con- 1 160

Insurance Co -also suggests that employers fined contnbution plan descnpttons tracts, Unisys bought its first of three five-year 1 140
have to review the work of consultants who This case is "Indlcative of how slippery 404(c) contracts m 1987 and soon afterward term-
work for plans and supplement their work really is You may thmk you are under 404(c)'s nated J&H 1 120
where necessary protections, but with 20/20 hmdsight, you re- Wrltlng for the appeals court, Judge Carol

In particular, employers wlll need to scrull- ally aren't," said Dennis Coleman, a pnncipal Los Mansmann said "a reasonable fact finder

11
1 100

nize mvestment ophons for defined contnbu- at Kwasha Lipton LLC m Fort Lee, NJ could conclude that Unisys pasmvely accepted 12/1 12/8 12n512/2212/29 1/5 1/12 1/19

tion plans and the mformation given to em- "Companies need to look at thls case closely its consultant's positive appraisal of Executive Base=100 on Dec 29,1978
ployees about the investments and see how they can protect themselves so Life without conducting the independent mves- Source Nordby International Inc

The 3rd U S Clrcult Court of Appeals ruling they don't get mto the same position that Uni- tigation that ERISA requires "
is one of the first to consider Section 404(c) of sys is in," he said In addresong divermfication, the appeals F
the Employee Retirement Income Secunty Act To meet the 404(c) standards, many employ- court said because the nsk of loss was only

PCS catastrophe options
As of Jan 19

and related rules from the Labor Department ers would have to add mvestment options and among the GIC contracts, it was appropnate to
Sectton 404(c) limits employer hduciary lia- inforniatlon to partacipants

Call Price Call Price
decide whether the fixed-mcome and msurance spread bid/ask spread bid/ask

billty for mvestment decisions rnade by those m What's more, following Be 3rd Clrcult rul- contract funds-which held the Executive Life ' Eastern September 1996 Northeast Sept 1996

defmed contnbution plans But that protection mg, companies wlll try to protect themselves by GICs-were adequately avermfied But, that  40/60 54/6 40/60 15/18

depends on meeting the conditions in the 1992 making "a paper trail that describes all the decision was left for the district court to make 1 1 50/70 4/6 80/100 8/15 1 1

regulations, such as descnbmg the mvestment thmgs that they should be domg" to comply In the disclosure issue, the court said that m
80/100 254

alternatives, Includlng oblectives and risk and with the 404(c) regulations, said Mr Coleman I Southeast Sept 1996 Texas June 1996

previous cases it has held hducianes cannot i r 40/60 4/46
return characteristics (BI, Oct 12, 1992)

10/20 1/14

What's key lS the process plan sponsors use mislead participants, and while 404(c) protects
The appeals court reversed aUS District to select and monitor mvestmerts, and the pro- fiducianes from investment decisions pal-tici- 4 m Total volume 220 Total open Interest 1,072

Court's January 1995 summary judgment on cedures usedlncommunlcatlng topartlelpants, pants make, it doesn't relieve them from dls- , Forinformation on.ECS cat options,call 312_435 3674 _
the case and sent it back to the district court said David Wray, president of the Profit Shar- closmg mformation to partncipants

--
Source Chicago Board of Trade

for tnal mg/401(k) Council of Amenca in Chicago While the appeals court said it could not de-
--

In Memhardt us Unt* Colp, the 3rd Cir- "It' s cntical that the sponsor goes through a cide whether Unisys was obllgated under 404(c) British Issues
cult questioned whether fiducianes to Unisys' thorough process of choosing managers and to tell participants about the nsks mvolved and *

Jan. 18plan breached their duties of prudence, disclo- crafttng mvestment options," Mr Wray said Execubve Life's financial condition, it did say Price P/E DIv Yield 1 week

sure and diverslficatton m buying more than "Then if they go mto a court of law, the pru- there wem a number of disclosure issues that Companies pence pence % high-low '
Comml Union 619 124 35 0 57 619-610

$200 milhan m GICs from ELIC before Callfor- dence protection wall be there for them " needed sorting out ' Gent Accident 658 94 38 8 59 658-638

nia regulators seized the company m 1991 Labor Department Associate Sollcitor Marc The court sald "Whle Unisys was not obh-  Gdn Royal Exch 274 9 1 11 3 4 1 274-256
In defense, Unisys lawyers said even if the Machiz said plan sponsors should be hne W gated to share with participants everythmg it ; Independent 400 89 13 8 35 405-00 5

company failed to comply with pension law by they comply with the 404(c) regulabons knew about GICs and Executive Life, it was , Royal 397 81 188 47 397-384 j
Sun Alliance 376 82 21 3 57 376-366

purchasing Executive Life GICs, Section 404(c) "I don't Bink there lS anytkng m the (ap- obligated to impart to participants material in-
protected the Blue Bell, Pa -based company peals court) opmion that changes or calls mto formabon of which it had knowledge that was Brokers 51
from liability because the participants had con- question the legal framework set out m the sumcient to appnse the average plan partici-

Bradstock 70 117' 71 101 72--70

Fenchurch 149 100 106* 71 150-149 |
trol over their mvestment choices and therefore DOL's regulation," Mr Machiz said pant of the nsks associated with mvesting m ' CE Heath 151 94 125 83 152-151 1 i

were responmble for their own losses The appeals court said Unisys could use the flxed Income and msurance contract funds" p JIB Group 105 11 1 94 90 105-105

But the appeals court said there was enough 404(c) as its defense but must show where lt that held Executive Life Investments Lloyd Thmpson 164 101* 113 69 169-164

evidence to show the distnct court erred m dis- apphes m the case The court said it didn't have No tnal date has been set
Lowndes Lmbrt 151 82 11 0 73 151-151

Nelson Hurst 164 109 95 58 164-160
missmg the suit The appeals court also said enough evidence to decide whether partlelpants

Sedgwick Grp 129 113 81 63 130-128
there were genuine issues concermng whether had control of their mvestments John P Me:nhardt et at us Unisys Com, 3rd Steel Brl Jones 43 54 56 130 43--43

Unisys breached its fiduciary duties and In questtomng Unisys' degree of prudence, US Circuit Court of Appeals, Nos 95-1156, Wims Corroon 148 135 83 56 148-147
whether Unisys could use 404(c)'s protections the appeals court said Unisys did not act pm- 95-1157, 95-1186, Jan 4,1996 . Source Philip Olsen, London ' Actual Others estimated

B Industry Stock Report JAN. 15,1996, THROUGH JAN. 19, 1996

Weekly Year to date Annual Mkt./Bk Weekly Year to date Annual Mkt«/Bk I

BROKERS Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value valle

Acordia Inc NYS 28.75 0.00 -3.36 3450 2350 23 0.72 250 16 1400 2 05 National Re Corp NYS 37 125 1.71 230 38.13 26.75 20 02 054 19 1705 218

Alexander & Alexander NYS 19 2.70 000 26.44 18.00 372 01 053 15 19.17 099 Navigators Group NDO 17.25 350 2.13 19.75 12.75 31 0.00 000 17 1021 1.69

E W Blanch Holdings Inc NYS 21 875 4.79 6 42 2338 1650 50 04 183 17 4.93 4 44 Nobel Insurance Ltd NDO 12 375 8.79 8.79 1238 8.13 164 02 162 6 684 181

Gallagher Arthur J & Co NYS 365 1.04 201 38.00 30.63 30 1.16 3.18 14 6 48 563 Ohio Casualty Corp NDO 35 0 72 9.68 39.25 29.00 437 1.52 4 34 19 23.64 1.48

Hilb Rogal & Hamilton NYS 135 182 093 1438 1050 31 06 444 16 1 21 11.16 Old Republic Int I NYS 335 1.52 563 35 50 2213 304 0 52 1.55 11 25.79 1.30

Kaye Group Inc NDO 7.25 0.00 9.38 1075 6 75 2 01 138 8 NA NA Orion Capital Corp NYS 43 625 0.87 0.58 45.25 34 25 41 0.92 211 9 26.00 168

Marsh & McLennan NYS 86875 1.02 211 90.13 76.13 752 32 368 16 19.95 4 35 Partner Re Ltd NDO 26 625 2.90 318 2838 1900 3202 0.00 0.00 0 20.37 131

Poe & Brown NDO 24.25 2.02 251 2525 2050 53 0.48 198 15 515 4.71 Penn America Group Inc NDQ 13 875 2 63 263 1550 6.50 32 0.12 086 12 6 40 217

BROKERS AVERAGE 07 31 28 12 Philadelphia Cons Holding NDO 20 1189 23.08 2188 1200 644 0.24 120 17 905 221

PXRE Corp NDO

INSURERS/REINSURERS
26 5 7.07 000 2975 2100 91 0.72 2.72 5 21 27 125

Provident Lile NYS 28375 000 216 2975 2050 0 0 72 2 54 13 22.34 127

ACE Ltd NYS 40.25 4.55 126 40 25 21.88 914 000 000 0 22 45 1 79 prudential Reinsurance NYS 2175 279 6.95 2350 1850 1280 012 0.55 13 NA NA

Acceptance Insurance Cos NYS 14 625 3.31 168 1750 13.13 95 03 205 30 1076 136 Reliance Group Holdings NYS 8 375 6.35 2 90 9 25 4.88 1191 0 32 3 82 12 3.42 2.45
-- AEGON N V NYS 4525 109 2.84 46.75 25.63 149 108 239 17 1728 262 Rellastar Financial Corp NYS 42.75 1.18 366 44.50 3100 364 1 234 11 24.53 174

Aetna Life & Casualty NYS 73 875 9.04 6.68 76.75 48.00 4962 2.76 3.74 36 48.85 151
RenalssanceRe Holdings Ltd NDQ 3125 331 2.88 33.13 20.72 71 0.00 000 0 NA NA

AFLAC Inc NYS 46 375 3 34 6 61 46 88 32 25 777 052 1.12 14 1758 264 Risk Capital Holdings NOO 21 375 3.39 8.56 2338 1988 24 0.00 000 0 NA NA

Allied Group Inc NDO 378125 -082 5.03 3900 2331 11 0.68 180 8 21.81 173
RLI Corp NYS 245 051 2 QO 25.38 16 63 31 0 52 2.12 33 2051 119

Allmerica Prop & Casualty NYS 25 0.50 741 27.13 1825 75 0.16 064 11 19 87 126 St Paul Companies NYS 57 625 3.36 3.60 59.38 44 63 1390 16 2.78 10 3246 178

Allstate Corp NYS 39 875 3.24 3.04 42.38 23 75 5645 0.78 196 11 1875 2 13 SAFECO Corp NOQ 34125 1.87 109 39 25 25.38 1483 106 311 11 4495 076
American Financial Group NYS 32 125 2 80 4.90 32.88 22.88 599 1 3.11 31 24.94 129 Se,bels Bruce Group NDO 2125 1333 41.67 2.81 0.44 382 044 2071 1 0.04 53.13
American General NYS 34875 333 000 39.13 28.25 2113 1.24 356 13 1703 205 Selective Ins Group NDO 37 6 47 4.23 38 38 25.75 161 1.12 303 10 2323 1.59

w American Heritage Lile Ins NYS 23125 -054 109 23.88 16.25 38 0.72 3.11 12 1251 185 Sphere Drake Holdings NYS 12375 481 11.61 19.13 12.13 168 0.00 000 0 13.86 089 i
American Indemnity/Fin I NDO 975 488 250 1325 900 7 03 308 13 15.92 0.61 TIG Holdings NYS 26875 3.15 5.70 2950 18.88 793 02 074 16 16.62 1.62
American International NYS 94.25 2.59 1.89 9550 66.13 3905 034 036 19 3466 2.72

Titan Holdings Inc NYS 13 25 1.85 7.83 15.75 938 33 03 226 10 904 147

American Re Corp NYS 43 875 3.85 7.34 45.00 29.13 320 0.32 0.73 15 1677 262 Tok,0 Marine & Fire NDQ 62 375 0 40 549 69.25 49.88 7 04 064 22 57.72 1.08

1
Aon Corp NYS 52 171 4.26 5338 32.25 981 1.36 262 15 1830 2.84

Torchmark Corp NYS 44 875 3 76 0.83 46 00 36 75 1040 1.16 2.58 12 1737 258

Argonaut Group NDQ 30.75 1.60 5.38 34.50 27.88 26 1.32 4.29 13 29.91 1.03
Transatlantic Holdings NYS 72 25 2 36 153 7525 5425 239 048 066 13 3330 217 

AVEMCO Corp NYS 1525 1 61 469 1825 1463 193 0.48 3.15 17 6.28 2.43
Transnational Re Corp NDO 24 375 0.52 -051 27.25 18.75 23 000 000 7 1884 129 I

Baldwin & Lyons Inc NDO 17 000 462 1800 14.25 0 032 188 9 1390 122 Travelers Corp NYS 61 375 4 03 200 63 88 34.00 5126 08 130 11 24.77 2 48 ,
Berkley W R Corp NDQ 50.25 1.95 651 55.50 34.50 295 0.48 0.96 19 34 46 146 Trenwick Group Inc NDO 55.75 090 089 57.50 40.75 101 1 12 201 13 2923 1 91 |
Berkshire Hathaway Inc NYS 31000 000 3.43 33400.00 21350.00 2 0.00 000 65 10089.11 307

United Fire & Casualty NDO 2925 263 446 2950 17.88 3 09 3.08 11 28.96 101

' ' Capital RE Corporation NYS 30 0.00 2.44 31.63 2200 66 0.24 0.80 10 22.30 1.35
Unltrin NDQ 48 625 0.00 1.30 50.50 4350 68 2 411 13 37.51 130 1

Capsure Holdings Corp NYS 16375 650 709 18.13 1238 71 0.00 0.00 15 1461 112
UNUM Corp NYS 58 375 1 74 6.14 5875 3988 1121 1 06 182 16 26 45 2.21

Chubb Corp NYS 10425 208 7.75 104.25 57.00 1217 196 188 14 48.92 2.13

 CIGNA Corp NYS
US Facilities Corp NDO 19125 1 29 10.53 23.38 10.00 523 02 105 8 1166 1.64

116 75 6 62 1308 11938 66.13 2236 3 04 2 60 76 8046 1.45 USF&G Corp NYS 165 4.76 2.22 1950 1338 2561 02 121 9 10.86

CNA Financial Corp NYS 112625 078 -077 12325 67.25 55 0.00 0.00 10 7113 1 58
USLIFE Corp NYS 32625 6.10 9.21 33.13 22.88 355 093 285 11 38.45

EMC Insurance Group Inc NDO 135 746 182 15 25 9.50 1 056 415 9 11.13 121
Washington National NYS 27 625 1.78 000 30.50 1775 64 1 08 3.91 11 25.13

EXEL Ltd NYS 66.75 3.09 9.65 67.00 38.63 690 0.00 0.00 0 31 47 2.12

110

Zenth National Ins NYS 22 375 4.68 4.68 24.63 1938 83 1 447 30 1635 137

 Fiemont General Corp NYS 35 125 5 24 4.42 37.25 18.88 239 08 228 10 1904 184 Zurich Reinsurance Centr NYS 29 625 -0.84 2.47 30.88 27.88 70 000 0.00 34 21.64 137 1
Frontier Insurance Group NYS 295 129 781 33.75 20 25 59 048 1.63 12 14.65 2.01

INSURERS/REINSURERS AVERAGE 18 00 22 15 5
1 Gainsco Inc ASE 115 824 110 1238 8.25 184 005 043 16 398 289

1 General RE Corp NYS 151 125 042 250 5825 12300 1188 196 130 16 5935 255 HEALTH MAINTENANCE ORGANIZATIONS
,  Guaranty National Corp NYS 14 625 086 488 1900 13 75 44 05 342 15 1160 1.26 FHP International NOO 28 4375 2.71 -022 3000 1950 473 0.00 0.00 150 28.15 101 &

, Harleysville Group NDO 30 125 282 695 3300 2350 60 0 76 2 52 10 2072 1 45 Humana Inc NYS 27.75 423 1 37 2838 1700 3144 000 0.00 24 6.56 423 3

Hanford Steam Boiler NYS 49875 3.37 -025 51.50 4088 186 2.28 457 17 1468 340 Oxford Health Plans NDO 69 75 1006 558 83 75 38.50 3606 000 000 54 6.56 10.63 ,

, HCC Insurance Holdings NYS 40625 356 980 4338 21.75 233 000 000 21 1586 256 Pacificare Health Sys NDO 84 625 5.18 2.73 93 25 44.50 418 0.00 0.00 23 1502 563

ITT (Hartford Group) NYS 53 625 12.60 118 5363 47.38 3790 198 369 5 4546 1 18 Safeguard Health Enter NDO 11 875 1 06 215 1325 825 4 000 0.00 30 615 193

Lincoln National NYS 51 875 -0.24 -3.49 55.38 35.25 588 184 355 11 28.90 1 79 Sierra Health Services NYS 31.75 4.53 0.00 3363 22.13 187 0 00 0 00 17 922 344

Markel Corp NDQ 755 342 000 77 00 40 75 51 000 000 15 2571 2.94 United Healthcare Corp NYS 59125 4.19 956 65.63 34.13 4030 003 005 29 16.17 366

 Meadowbrook Insur Group NYS 30125 126 1007 3388 2400 169 008 027 28 NA NA U S Healthcare NOO 45 375 4 31 242 47.50 26.50 9234 11 2.42 19 5.66 8.02

Mid Ocean Ltd NDO 395 260 640 42.00 2488 1360 000 000 0 22.18 178 Wellpoint Health Networks NYS 34.75 3.73 8.17 3700 2700 134 000 0.00 16 14.26 244

Mutual Aisk Mgmt Ltd NYS 42 3 45 -820 4575 2575 138 04 095 20 9.72 432 HMOs AVERAGE 33 10 03 40

 NAC Re Com NYS 33 -400 -833 39.00 28.25 193 02 061 11 1823 1.81 ALL COMPANIES AVERAGE 19 14 24 20

Top advancing lue: Selbels Bruce Group, IT, @ianford amup), 061,ad,phia co$ lialding. Loading 61*Rers. Pa6111re Health Sys, Amacan inde6@,Itymin'I, Splid-m Di@e Holdin63. Modt aain issu U.S WRalthcare. The 81 iddlif65e 1 i%, the - -
Dow Jones 30 Industrials rose 2.496; the S&P 500 lnereased 1.7% and the NYSE Composite gained 1 5%. System design Nordby International Inc
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SOME SEE A STRANDED SHIP.

WE SEE IDLE ASSEMBLY LINES, VOLATILE COMMODITY MARKETSAND SHAREHOLDER LAWSUITS.

If AIG helps protect you against risk better than others,
it's because we understand more kinds of risk.

Threats to a healthy bottom line can come from many
directions. The key to global risk management is a partner that
sees beyond the obvious. What AIG offers is expertise not only
in insurance, but in managing total marketplace risk, garnered
during 75 years of international operation.

With offices in approximately 130 countries and
jurisdictions throughout the world, AIG has an unmatched

knowledge of local conditions and regulations.
In fact, AIG is the only worldwide insurance and

financial organization with a broad range of customized
services to manage all your business risks and preserve
shareholder value. And .ve've got the top financial ratings to
back us up. So we'11 be there when you need us.
And quite possibly keep your business afloat. AIG

WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES
American International Group, Inc., Dept. A, 70 Pine Street, New York, NY 10270.


