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Limits grow, rates dip
in competitive market

By LINDA J. COLLINS

Competition remains the name of the game in the commercial property/casualty insur-
ance market, brokers agree, despite pressure on insurers' bottom lines from uncol-

lectible reinsurance, tax law changes and the recent stock market
plunge.

Brokers Insurers' have increased capacity for both property and casualty
risks, brokers said shortly before year-end. Record profits are in-

say creasing their appetite for business (see story, page 2).
Insurers are offering up to $150 million in excess liability insur-

- ance outside of the alternative facilities formed during the tight
market, brokers observe. And, insurers are interested in writing

both property and casualty risks they largely shunned during the past several years,
including earthquake, errors and omissions and
directors and officers liability risks.

Brokers also report that rate cutting is virtually
universal for commercial property/casualty ac-
counts, despite concerns by many insurer executives
that unchecked competition could lead to another
rash of insurer insolvencies.

Brokers report rate reductions averaging from 15%
to 40% for property risks and 10% to 30% for general
liability risks, though several brokers cited smaller
liability rate reductions.

/ And, unlike the past several years, brokers antici-
pated no problems completing virtually all renewals
by Jan. 1.

Insurers "are seeking business in general and
classes of business they weren't interested in looking
at last year or before," said Arnold Bergson, chair-

' man of Republic Hogg Robinson Inc. and president of
its New York office. "We aren't having any problems
with completing renewals; it's just a question of
pricing."

"Availability has returned to the marketplace. Ex-
cept for very tough products, there is capacity avail-
able and most companies are saying: 'We want to see
your profitable business,' " said James Styer, execu-
tive vp of Mesirow Insurance Servicea in Chicago.

Continued on page 29
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Update-
Accident involving Eastern jet

may cost insurers $16.5 million
PENSACOLA, Fla.-Damages from

last week's hard landing of an Eastern
Air Lines Inc. DC-9 probably will cost
insurers about $16.5 million, a London
aviation underwriter predicts.

If the aircraft, whose fuselage cracked
during a landing on Dec. 28, is consid-
ered a total loss, insurers would pay the
full value of the $6.5 million aircraft,
according to the underwriter.

In addition, liability claims are not
likely to total more than $10 million, he

Continued on next page

Tax act, stock plunge
could cap competition

By MARK A. HOFMANN and STACY ADLER

Although insurance company executives admit the commercial property/casualty insur-
ance market is softening, they say that year-end renewals generally reflect insurer caution
and healthy-not cutthroat-competition.

Insurers concede that rates for property insurance and, to a lesser 1
extent, liability insurance are declining, but they report much Insurers
smaller rate cuts than described by brokers (see related story).

According to the consensus of insurers, property insurance rates
generally are dropping 5% to 20% on renewal, while liability insur- say
ance rate cuts are even more modest.

Insurers say the Tax Reform Act of 1986 and the October stock
market crash, among other factors, are causing them to keep a lid on price competition.

"The stock market crash, the new tax act and in-

dustry concerns about reserve adequacy are all
working to keep prices firm," said Jim Rabenstine,
vp and manager of intercompany and governmental
relations at Liberty Mutual Insurance Co. in Boston.

"We're hoping the new tax code and the stock
market situation will bring some sense into the mar-

ketplace as far as pricing is concerned," said Lowell
H. Tornow, executive vp-field operations for Wausau
Insurance Cos. in Wausau, Wis., an affiliate of Na-

tionwide Corp.
The tax act has caused Chubb & Son Inc. in War-

ren, N.J., to hold the line on prices, especially on
long-tail business, said Senior Vp Terry Van Gilder.

"We have to pay the piper," summed up Joseph
Smetana, president of AIG Risk Management Inc. in

New York, a unit of American International Group
Inc. He added that AIG has adjusted its renewal

prices as needed to reflect increased operating costs.
The new tax law "has caused us to recalculate the

pricing adequacy in certain lines," said Caleb
Fowler, president of CIGNA Corp.'s property/ca-
sualty division in Philadelphia.

"We think increasingly as we get into 1988 and
those tax-affected results appear it will cause in-
surers to take a little harder line on pricing," said

Continued on page 34
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Risk managers hail happier New Yea r
By LAURA MAZZUCA

Better than the last several years, but not the halcyon
days of the early 1980s, is how risk managers generally
characterize the year-end insurance renewal season.

While capacity for most types of insurance is adequate
and rates generally are declining, risk managers still aren't
totally happy with the terms of year-end renewals.

But few risk managers are complaining too vociferously,
remembering the nightmare renewal seasons of the mid-
1980s.

"We're looking at one of the most non-exciting renewals
in my career," said Linda Ruthardt, director of risk man-
agement for Barry Wright Corp., a filing systems manufac-
turer in Newton Lower Falls, Mass. "We seem to have hit
on an intelligent, adult relationship with our carrier."

Even outside forces like the stock market plunge, the
aftereffects of tax reform and a volley of natural disasters
in the second half of 1987 failed to slow what one risk

manager called "a return to rationality" in the market-
place.

Risk managers of corporations nationwide of all sizes

4 A weak U.S. dollar may force
London market to slash rates

Page 37

Risk managers say

cited a new willingness on the part of insurers to offer
stable or lower rates, increase capacity and remove some
policy restrictions.

"Bids are much more timely, and insurers aren't coming
in with bids at the 11th hour," said John Pinner, assistant
treasurer at Mattel Inc. in Hawthorne. Calif.

Some risk managers even said the outlook is brightening
for traditionally hard-to-place coverages like directors and
officers liability insurance.

"The underwriters are really underwriting" by offering
fairer pricing and terms, said Barbara Fein, vp of risk
management at Nu-Med Inc., a for-profit health care orga-
nization in Encino, Calif. "We're looking forward to some
better renewals."

Lower pricing and extensive capacity for property insur-
ance, continuing a trend begun last year, are making for a
happier new year for many risk managers.

"I was very pleasantly surprised," said Arthur Bostwick,

Surplus lines insurers lose
risks to admitted market

Page 40

risk manager for Stone Container Corp., a paper products
manufacturer based in Chicago. "Both the domestic and
London markets came through and evidenced sizable re-
newals in risk."

Mr. Bostwick reported property insurance rate reduc-
tions "in excess of 20%," adding that "double-digit per-
centage reductions" also apply to liability insurance rates.

The risk manager for a Midwest manufacturing company
with $96 million in annual sales said that liability rates
dropped 10% for both primary and excess layers compared
with last year's rates.

Property insurance rates dropped 15% to 20% on re-
newal, the risk manager noted. She added that rates and
capacity for California earthquake coverage have par-
ticularly improved, with insurers now offering the com-
pany up to $10 million in limits, compared with limits of $2
million two years ago.

While liability insurance rates generally did not fall as
dramatically as property rates, most risk managers indi-
cated that liability insurance capacity had improved sub-
stantially. Several risk managers stated they were able to

Continued on page 32

Reinsurance renewals running
weeks behind schedule
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Update Transit policyholders
Crash costs under $16.5 million
Continued from page 2
speculated Many passengers may submit claims for pain and
suffering, but only two of the 100 people on board suffered minor suing for reinsurance
injuries, he said

Eastern Airlines is owned by Texas Air Corp Texas Air's hull and
By DOUGLAS McLEOD County Circuit Court in Chicago in October by Pfizerliability insurance, which was renewed Dec 1, lS 27 5% insured in

London, led by Lloyd's of London's Ariel syndicate Other in- Inc, a New York-based pharmaceutical and chemical
KANSAS CITY, Mo -Two policyholders of the de- company that placed all or part of the first layer of itssurers on the risk include U S Aircraft Insurance Group, Aviation

funct Transit Casualty Co are pressing lawsuits to re- liability insurance excess of a $10 million self-insuredOffice of America Inc and Insurance Co of North America in the
cover losses directly from Transit's reinsurers retention with Transit between 1979 and 1985

United States and La Reunion Aerienne and CAMAT in France

The brokers were Frank B Hall & Co Inc in the United States and One policyholder, Seattle-based Sellen Construction Pfizer's complaint names National Underwriting

Hall unit Leslie & Godwin PLC in London Co, filed an amended complaint against numerous Agency Inc, a Chicago-based Transit managing gen-
Transit reinsurers and others in a Washington state eral agent, Munich Reinsurance Co, as a representa-
court last month to recover $5 6 million in losses re- tive of a class of Transit's treaty reinsurers, and H S

Cargo, hull war risk rates hiked lated to a 1985 construction crane collapse Weavers (Underwriting) Agencies Ltd,HS Weavers

LONDON-London cargo and hull war risk underwriters once However, 14 of the reinsurers named in the com- (Holdings) Ltd and their parent company, London
plaint have since sued Sellen, Transit's receiver, Mis- United Investments PLC Companies on Weavers un-again are hiking rates in the Persian Gulf following recent attacks
souri Insurance Director Lewis R Crist, and others derwriting slip also were among Transit's reinsurers

by Iran and Iraq on neutral vessels
The reinsurers' interpleader action, filed in U S Dis- The complaint asks that the defendants be held

The minimum rate for cargo shipped to the southwest coast of the
Gulf, including the coasts of Saudi Arabia, Bahrain, Qatar and

trict Court for the Western District of Missouri in Kan- jointly and severally liable for an unspecified amount

the United Arab Emirates, is being raised to 0 75% from 0 3% of the sas City, asks that Sellen be enjoined from suing the of losses and defense costs that Pfizer alleges should
reinsurers and that the Missouri court decide whether have been covered by Transitinsured cargo value Also, the minimum rate for cargo shipped to
Sellen or Transit's receiver is entitled to reinsurance None of the defendants has yet filed an answer to theand from Sirn Island and the Iranian coast, where Iraq has been
proceeds cornplaint

attacking tankers, is increasing to a minimum of 0 75% from 0 5%
The revised schedule was published Dec 21 by the London In a Dec 21 court hearing, U S District Judge D Missouri-domiciled Transit was ordered into conser-

Brook Bartlett in Kansas City said he would issue pre- vatorship in November 1985 and ordered liquidated on
Insurance Market Cargo War Risks Rating Committee, which issues

liminary injunctions barring Sellen from proceeding Dec 3, 1985 With estimated liabilities of more thanminimum cargo rates on behalf of Lloyd's of London syndicates
against any reinsurer that posts a bond to cover its po- $500 million, the Transit insolvency is one of the lar-

and member companies of the Institute of London Underwriters
tential liabilities and files a statement supporting the gest in U S history (BI, Nov 16, 1987)

The cargo committee reduced rates for cargo shipped along a
bond's adequacy, lawyers in the case say In May 1984, Transit issued an all-risk property in-

small section of the Iranian coast that has not been attacked by
Iraq The rate was reduced to 0 1% from 0 5%

Judge Bartlett has not yet ruled on a summary judg- surance policy with a $15 million per occurrence limit
ment motion by Sellen to dismiss the 1nterpleader to Sellen and other corporations involved in a Seattle

Hull war risk underwriters also have agreed to double war risk
action construction pro]ect, court papers say

hull rates for voyages outside the main area of hostilities, including
Bahrain, Saudi Arabia, Qatar and the United Arab Emirates

However, lawyers for Sellen and the reinsurers agree On April 20, 1985, a tower crane fell from the 25th
that the federal court probably will proceed with floor of the project The crane was destroyed, work

London court OKs intervention hearings on the issue of who is entitled to Transit rein- already performed was damaged, further construction
surance proceeds was delayed and Sellen and others involved in the

Meanwhile, a separate lawsuit was filed in Cook Contznued on page 4
LONDON-In an unprecedented move, London's highest court

will allow the London insurance market to intervene in a Case in-

volving unauthorized insurance contracts
The House of Lords granted an April 1987 petition filed by

Lloyd's of London Underwriters' Assn , the Assn of British Insur-
Insurers' operating profit

ers and the Institute of London Underwriters They oppose a land-
mark decision by Lord Justice Kerr that insurance contracts en-
tered into by insurers not authorized by Britain are void and rose 72% in 1987: Best
therefore unenforceable (BI, May 11, 1987, Dec 8, 1986)

The London market fears that if the lower court opinion stands, OLDWICK, N J -The U S property/casualty insur- $9 8 billion, a 37 7% improvement from a $157 billion
reinsurers will refuse to pay claims on contracts with ceding com- ance industry's statutory aftertax operating income underwriting loss in 1986
panies not authorized in the United Kingdom at the time Further- grew 72% last year to $11 7 billion from $6 8 billion in Despite the huge Increase in operating earnings, the
more, unauthorized foreign insurers might refuse to pay claims 1986, according to preliminary data compiled by A M October stock market crash limited the industry's sur-

This is the first time in English law that a group not party to a Best Co plus growth The industry's estimated surplus stod?N<l
case has used an amicus curiae brief, though the British govern- However, the year-end estimates by Best show that $97 5 billion at the end of 1987, only a 4 2% increase
ment has intervened in cases

premium volume growth slowed rapidly in 1987, an from $93 6 billion in 1986
The appeal of the case is scheduled for late February indicator that the property/casualty market lS becom- Best estimates that insurers' stock market invest-

ing more competitive (see stories, page 1) ments depreciated by $15 billion during October
Three firms court Robins The industry's 1987 net income, which includes rea- Based on estimated 1987 year-end surplus, the in-

lized capital gains, stood at $13 7 billion, up only 7% dustry is now writing at a net premium-to-surplus
RICHMOND, Va -A H Robins Co is considering additional from $12 8 billion 1 1986, according to Best's esti- ratio of 1 96-to-1, slightly higher than the 1 88-to-1

offers to acquire the company following a judge's estimate that mates ratio at year-end 1986
Robins faces $25 billion in product liability claims from women Sean F Mooney, senior vp and economist at the In- The biggest underwriting improvement among the
injured by its Dalkon Shield intrauterine device (BI, Dec 14, 1987) surance Information Institute in New York, attributed various lines of commercial insurance monitored by

New York-based American Home Products Corp last week of- the increase in operating income to basic economics Best was m medical malpractice, where the combined
fered common stock valued at $550 million to acquire the assets The insurance industry's revenues increased more rap- ratio improved almost 20 percentage points to 119 5%
of Robins American Home would provide cash over a maximum of idly than claims costs Net written premiums increased in 1987 from 139 2% in 1986
seven years to fund a $2 5 billion trust 8 7% in 1987, while pure losses incurred grew by only Other underwriting results by line include

Also last week, Rorer Group Inc of Fort Washington, Pa , 7 7%, according to Best • Commercial multiperil The combined ratio im-
amended ltS offer to provide for a $2 3 billion contribution to the However, the 8 7% increase in net written premiums proved 7 1 percentage points to 89 2% last year com-
trust over seven years As part of the Rorer offer, Robins' long-time was less than half of the 22% premium growth reported pared with 96 3% in 1986
liability insurer, Aetna Casualty & Surety Co , would provide $200 by the industry in both 1986 and 1985, reflecting the • Workers compensation The combined ratio im-
million in excess insurance to meet the $2 5 billion figure softening rate environment proved 52 points to 115 7% in 1987 from 120 9% the

French pharmaceutical manufacturer Sanofi has bid $500 mil- Investment income, which is also included in operat- previous year
lion to acquire a controlling interest in Robins and promises to ing earnings, increased 73% in 1987 to $23 5 billion, • General liability The combined ratio improved
provide additional funding for the trust (BI, Dec 21, 1987). compared with $21 9 billion in 1986 0 6 points to 115 5% last year from 116 1 % in 1986

A Robins spokesman said the company is considering all offers Overall, the industrywide combined ratio, after poli- • Inland marine The combined ratio rose slightly to
Also last week, aUS District Court Judge extended Robins' cyholder'dividends, dropped to 104 7% in 1987, Best 81 3% in 1987 from 81 1% the previous year

deadline to file an amended reorganization plan until Jan 6 says, compared with 107 9% in 1986 The Industry's • Fire insurance The combined ratio rose 1 5 points
aggregate statutory underwriting loss was trimmed to to 87 9% in 1987 from 86 4% in 1986 .

Briefly noted
Dick Drdin, chairman of the North American property/casualty Inside

division of Lloyd's broker Alexander Howden Ltd., who has
been "on vacation" for the last few weeks, will not return to How- ,••• Stumped for a New Year's resolution or twoo Bfs Departments
den due to "irreconcilable management differences" Morton editors offer a list of worthy and admirable goals for read- A.R.M. exercises
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Tuition, legal benefits are taxable
By JERRY GEISEL legal benefits are now taxable benefits, the ployers do not withhold taxes for the bene- Consultants estimate that between 90%

Internal Revenue Service as of last week had fits and Congress does not extend their tax- and 95% of Fortune 500 companies provide
WASHINGTON-The clock has run out on not issued an official announcement di- favored status, employees could object when tuition reimbursement programs

the tax-favored status of two employee ben- recting employers offering those benefits to they learn they owe additional taxes but Tuition reimbursement programs often are
efit programs, but employers do not have begin withholding taxes have not set aside money to pay them, con- designed so that an employer will not reim-
much guidance on whether they should now However, an IRS spokesman said "These sultants say burse an employee for tuition until a course
begin to withhold taxes on them are taxable benefits, However, if employ- has been completed Employers also will

Tuition reimbursement benefits and group and we expect employ- 1 ers do withhold taxes often require a passing grade for reim-
legal benefits became taxable benefits after ers to comply with the These are taxable benefits, on the benefits and bursement and may link the percent of reim-
sections of the tax code governing their tax- law " Congress retroactively bursement to the grade the employee earns
favorable status expired on Dec 31 However, reim- and we expect employers extends 127 and 120, in the course

And benefit experts are unsure whether bursement benefits for to comply with the law,' employers will have to Employers also often place a limit on the
Congress will retroactively extend the tax- educational courses make adjustments in maximum number of courses for which the
favored status of the benefits as it has sev- that relate to an em- said a spokesman from the their withholding rates company will provide reimbursement
eral times in recent years ployee's current duties Internal Revenue Service. so employees do not Under group legal plans, which may cover

Under Section 127, employees were al- remain tax free pay too much in taxes about 2 million people, benefits for certain
lowed to collect up to $5,475 annually in re- Some employers, Of the two benefits, legal functions, like handling a divorce or
imbursements for tuition and related ex- such as Kemper Corp tuition reimbursement writing a will, are provided under a fixed
penses without paying federal and Social of Long Grove, Ill, said they would not be benefits are more popular fee schedule

Security taxes on the funds affected by the elimination of the benefits' About 5 million people may participate m Typically, group legal plans are offered as
And, under Section 120, employees could tax-favored status because they only reim- employer-provided tuition reimbursement part of a collectively bargained contract

receive up to $5,000 in annual group legal burse their employees for courses related programs, estimated Frank McArdle, educa- The issue of whether or not to withhold

benefits without the benefit being sub]ect to to their current duties tional director for the Employee Benefit Re- taxes on tuition reimbursement and group
taxes However, many other employers still find search Institute, a Washington-based bene- legal benefits is a familiar one to employers

While tuition reimbursement and group themselves ln a difficult situation If em- fits think tank Continued on page 6

Pollution Trucking safety
goes national

Judge says insurers Two cou rts bar cover

downplayed exclusion for gradual pollution with new plan
By GLENN HUNTLEY

By STEPHEN TARNOFF By STEPHEN TARNOFF A task force of primarily truck manufacturers and parts sup-
pliers is marketing a new program billed as the trucking indus-AUGUSTA, Ga -The insurance industry misled the In a setback for policyholders seeking coverage for
try's first national safety planGeorgia Insurance Department when it said in 1970 that pollution damages under general liability policies, two

The new safety tool, MEGASafe, was developed to help thethe pollution exclusion clause would not have a great federal courts say the pollution exclusion clause clearly
trucking industry, which has long suffered from an image ofimpact on most policyholders' pollution coverage, a fed- bars coverage for gradual pollution
unsafe practices, find and keep competent drivers, as well aseral district court judge says However, a third federal court says the clause is am- polish its public imageAlthough stopping short of saying the industry acted biguous

MEGASafe emphasizes developing safety consciousness amongfraudulently in dealing with the Insurance Department, The U S District Court in Columbus, Ohio, rejecting a
everyone in a trucking company, from the president down to theU S District Court Judge B Avant Edenfield found on state appellate court's finding, held in November that
garage mechanic and dispatchers The program stresses thatDec 7 that the insurance Industry was "not straightfor- the pollution exclusion clause was not ambiguous
taking safety precautions are not obstacles to performing a lob,ward" and downplayed its intention to rely on the clause Therefore, the court said, New York-based Borden Inc
said Larryto deny coverage for gradual pollution claims is not entitled to coverage for defense and 1ndemnifica-

However, ruling that insurers always intended to ex- tion costs that arose from a lawsuit in Texas Affiliated Miller, prest- *U__1__+
dent of Ruan *clude coverage for gradual pollution, Judge Edenfield FM Insurance Co of Johnston, RI,a unit of Factory * 1

Transportationrefused to reverse a decision he handed down m Au- Mutual System insurer Allendale Mutual Insurance Co ,
Managementgust in Henry H Claussen vs The Aetna Casualty & was the insurer
Systems in DesSurety Co, in which he held that the pollution exclusion And, the U S District Court in Ann Arbor, Mich
Moines, Iowa,clause barred coverage to a policyholder for gradual pol- ruled in the same month that the clause barred coverage
a key sponsorlution at a site near Jacksonville, Fla for Anderson Development Co, which faces litigation
of the pro-The pollution exclusion clause bars coverage for stemming from its continuous discharge of waste while

bodily injury or property damage arising out of the producing the chemical Curene 442 for several years gram

"We believe
discharge, dispersal, release or escape of various con- However, the U S District Court in Wilmington, Del,

that to a greattaminants and pollutants The clause does not exclude ruled that New Castle County in Delaware lS entitled
degree safety iscoverage if the discharge or dispersal lS "sudden and to a defense and indemnification of claims resulting
an attitude,"accidental " from the contamination of the local water supply when Mr Miller

The clause has been the center of disputes for several pollutants the county dumped at two landfills over sev- said "Without
years between insurers and policyholders over whether eral years leached into the water supply

that, the rest ofpollution damages are covered under comprehensive The decisions are among the latest in the ongoing dis-
it can go rightgeneral liability policies pute between policyholders and their insurers over who down the

Policyholders suing their insurers for coverage are be- will pay potentially billions of dollars in cleanup costs
tubes "

ginning to use as evidence recently discovered docu- and damages caused by pollution and environmental
The MEGA-

ments used by the insurance industry in the early 1970s contamination
Safe goals areto gain regulatory approval of the pollution exclusion Insurers are contesting coverage on many grounds, but
to raise safetyclause The descriptions of the pollution exclusion clause the ma]or one lS that the pollution exclusion clause
awareness to a

in these documents differ from what insurers now are that was inserted into comprehensive general liability
new level, re-

arguing in court about its meaning and in fact support insurance policies in the early 1970s bars coverage when duce accidents
polieyholders' arguments as to what the clause means, pollution takes place over a period of years

and eventuallypolicyholders contend The clause states that there iS no coverage for bodily
save moneyBased on this evidence, which Mr Claussen became injury or property damage arising out of the discharge,
through re-aware of following the court's August decision, he dispersal, release or escape of VanOUS pollutants and
duced or at

sought to have Judge Edenfield reconsider his decision contaminants unless the pollution is "sudden and acci-
least stable lia-

Judge Edenfield's August decision denied coverage to dental "
bility insur-Mr Claussen, who was the principal stockholder in The Borden case involved a lawsuit brought by Amoco
ance rates

Properties & Securities Inc, the owner of a 52-acre site 011 Co against Borden in 1982 in which Amoco alleged
The trucking Photo Mary Herlehyon the outskirts of Jacksonville, Fla, which is listed by that Borden fraudulently concealed the presence of haz- industry's Anew national safety program for truckersthe Environmental Protection Agency as the nation's ardous wastes on a parcel of land in Texas that Borden reaction so far could help improve truckers' public image.26th most hazardous site had sold to Amoco

has been posi-The city of Jacksonville used the site as a landfill from Borden dumped phosphogypsum, a waste byproduct
tive, but insurers are taking a wait-and-see attitude, according1968 until 1977, during which time it dumped a substan- generated in the production of fertilizer, at the site to Mr Miller

tial amount of hazardous waste between 1964 and 1970
Ruan established the task force of 34 truck and parts manufac-In 1982, the EPA notified Mr Claussen that it was Borden notified Affiliated FM of the suit in March

turers in 1981 initially to develop efficient hauling equipmentinvestigating the landfill and informed him that he was 1984 Affiliated FM wrote two excess liability policies
"We came up with a truck that works," Mr Miller saidpotentially responsible to clean up the site under the for Borden covering 1974-1978 The policies were writ-

Among the task force members were Caterpillar Tractor Co inComprehensive Environmental Response, Compensation ten excess of a $500,000 self-insured retention
Peoria, Ill, manufacturer of engines and heavy equipment,and Liability Act of 1980, better known as the Super- The insurer refused to defend Borden for several rea-
Thermo King Corp in Minneapolis, a subsidiary of Westinghousefund Act sons, including that coverage was barred by the pollu-
Electric Corp that manufactures commercial refrigerationMr Claussen spent thousands of dollars in an effort to tion exclusion clause
equipment, Minnesota Mining & Manufacturing Co in St Paul,comply with the EPA Insurers denied coverage for the Borden sued Affiliated FM for defense and indemnifi-
Minn, Cummins Engine Co Inc in Columbus, Ind, Navistar Inccosts, citing the pollution exclusion clause cation Defense costs in the Amoco litigation, which lS
in Chicago, a major truck manufacturer, and Rockwell Interna-Mr Claussen is one of about a dozen potentially re- ongoing already have reached approximately $3 million,
tional Corp in Pittsburgh, which manufactures components forsponsible parties-including the city of Jacksonville- and Borden's potential liability could amount to more trucks

that were cited by the EPA, according to his attorney than $100 million
The group of industry representatives eventually turned ltSCont:nued on page 9 Continued on page 6

attention in 1985 to employee and management training for
Continued on page 10
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Transit Casualty
Continued from page 2
work encountered numerous addi-
tional expenses in going forward
with the job, according to the com-
plaint filed by Sellen and a limited
partnership involved in the
project.

Transit reinsurers had paid a
total of $1.1 million in claims re-
lated to the loss before Nov. 11,
1985, when Transit entered receiv-
ership, court papers say.

After that date, however, the
reinsurers failed to pay claims or
receive or approve proofs of loss,
Sellen charges.

Sellen and the limited partner-
ship filed an original complaint
May 14, 1986, in King County Su-
perior Court in Seattle against the

Washington Insurance Guaranty
Assn., which allegedly has refused
to cover Sellen's claims; Western
Bridge Co. of Seattle, whose Mobil
Crane subsidiary operated the
crane; and a handful of reinsurers
and others involved with Transit's

reinsurance program.
Sellen filed an amended com-

plaint on Dec. 7, 1987, naming 135
defendants, most of which were
Transit reinsurers, according to
Mark Weiss, an attorney with the
Seattle firm of Ferguson & Burdell,
which represents Sellen.

The Sellen complaint contends
that the reinsurers' agreements
with Transit provide that they will
continue to pay claims directly to
Transit policyholders in the event
of Transit's insolvency.

The reinsurers recognized this

obligation and paid claims to Sel-
len until Transit entered conserva-

torship, the complaint alleges.
The lawsuit demands that the

defendants be found liable for $5.6
million in damages incurred as of
April 2, 1987.

However, in the interpleader ac-
tion that 14 of the reinsurers

named in the Sellen complaint
filed in U.S. District Court in Kan-

sas City on Oct. 2, the reinsurers
maintain that "some or all" of the

reinsurance agreements contained
an insolvency clause requiring all
reinsurance proceeds to be paid to
the receiver in case of Transit's in-

solvency.
The court papers also cite a Sept.

3, 1987, letter to representatives of
the reinsurers from lawyers repre-
senting Transit's receiver in which

John C. Cozad, an attorney with
the Kansas City firm of Morrison,
Hecker, Curtis, Kuder & Parrish,
reported: "The receiver's position
(is) that he is entitled to recover on
behalf of the receivership the pro-
ceeds of any and all reinsurance
agreements.

"In the event that the reinsurers

you represent should pay such re-
insurance proceeds to Sellen Con-
struction Co., or any other person
or entity other than the re-
ceiver. .your clients will make
such payments at their own risk,"
the letter concludes.

Conflicting claims to the reinsur-
ance proceeds threaten reinsurers
with multiple liability to different
parties on the same loss, the inter-
pleader says.

Judge Bartlett agreed on Dec. 21
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to enjoin Sellen from proceeding
against any reinsurers that post
bonds to cover potential liabilities
and file statements attesting to
their adequacy.

Other reinsurers named by Sel-
len in addition to the 14 inter-

pleader plaintiffs also may obtain
injunctions if they post bonds and
file statements with the court, law-
yers involved in the case say.

After allowing time for these fil-
ings and possible challenges to the
bonds' adequacy, Judge Bartlett is
expected to hear arguments on who
should receive the reinsurance

proceeds.
Sellen is considering a motion

for a change of venue to federal
court in Seattle, said Mr. Weiss,
the company's attorney.

Meanwhile, defendants in
Pfizer's complaint, filed Oct. 21,
are expected to file responses in
Cook County Circuit Court shortly.

In its complaint, Pfizer alleges
that London United, Weavers, Na-
tional Underwriting Agency, Mun-
ich and other Transit reinsurers

acted as an "enterprise" and a
"partnership" to gain premium
and commission income generated
by the Transit policies written for
Pfizer and others.

According to the complaint,
Pfizer began in 1979 shifting its
first layer excess coverage to Tran-
sit from Northbrook Excess & Sur-

plus Insurance Co. That was after
Richard E. Foss, previously North-
brook's vp in charge of casualty
underwriting, formed NUA to act
as managing general agent for
Transit.

Between 1979 and 1982, North-
brook and Transit evenly split a
$10 million layer excess of Pfizer's
$ 10 million retention, court papers
say. In 1982-83, Transit alone
wrote a layer of $10 million excess
of the retention and from 1983

through 1985 wrote a layer of $5
million excess of the retention.

Pfizer, whose broker on the
placements was Fred S. James &
Co. Inc., paid a total of $1.7 million
in premiums over the six policy
years, the complaint says.

In mid-1978, Peter Wilson, man-
aging director of Weavers, ap-
proached Mr. Foss with the idea of
forming an "enterprise" involving
London United, Weavers, Transit
and others, the complaint alleges.

NUA was formed in.late 1978

and 37.5% of it was initially owned
by London United and Weavers,
37.5% by Transit and 25% by Mr.
Foss and others, the suit says.

Treaty reinsurance for Transit
was placed with companies on the
Weavers line slip, Munich Re and
other reinsurers before NUA wrote

any business for Transit, according
to the suit.

London United, Weavers and
Transit were also involved in the

formation of E&S Intermediaries,
which handled facultative reinsur-

ance placements for Transit, the
suit says.

Cumulatively, treaty and facul-
tative reinsurance covered almost

all of Transit's risk on the Pfizer

policy, the complaint alleges, not-
ing that Transit's retentions
ranged from a low of 2.3% of the
risk in 1983-84 to a high of 7% in
1979-80.

Lists of Transit treaty reinsurers
attached to the complaint-the
class Pfizer seeks to have Munich

Re represent-include dozens of
companies for the years between
1979 and 1985.

Pfizer alleges that under the re-
insurance treaties, the reinsurers
"attempted to avoid direct liability
to Pfizer, while they received a
major percentage of the premiums
Pfizer paid."

Claiming that the defendants re-
presented a partnership and that
Transit and NUA were merely the
alter egos of the other defendants,
Pfizer seeks to have all of the de-

fendants held jointly and severally
liable for losses and expenses not
covered by the insolvent Transit.

Mr. Foss declined to comment. m
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Advancements in medicine are helpingAmericans live
longer than ever. But not everyone is financially prepared
for a longer life.

Particularly retirees who end up needing expensive
long-term care. Cumntix that's 6 million people.That
number should be 14 million by the year 2020.

Personal savings are seldom enough to pay the costs of
retirement health care. And Medicare and Medicaid are only
a partial solution. Companies with retirement health care
benefits also face the problem of unfunded future liabilities.

Additional solutions must be found to address this
retirement health care cost issue that will eventually affect
every person, company and institution in our country
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At NWNL Group, we're developing an employee benefit
program called LifeScope® that would provide for a person's
retirement and working years. What makes the LifeScope
Program unique is its comprehensive approach to providing
benefits. It is more than life insurance and a nursing
home policy

By managing the ddivery of health care and planning
for future needs, the LifeScope Program can find alternatives
that make health care more amordable, while allowing
individuals to live independently The program's benefits
would be voluntarx flexible and portable.

Many dements of the LifeScope Program have already
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Program, contact Ginny Patrick, NWNL Group, Box 20,

is the time to begin solving the problems ofproviding
health care in the future.
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Taxable benefits
Continued from page 3
because this is the third time it has come up
in the last four years thanks to congressional
footdragging.

In October 1984, Congress passed legislation
retroactively extending Section 127 through
Dec. 31, 1985 (BI, Jan. 13, If)861. The section had
expired on Dec. 31, 1983 (EI, Jan. 23, 1984).

Also in October 1984, Congress extended Sec-
tion 120 through Dec. 31, 1985. Section 120 had
been scheduled to expire on Dec. 31, 1984.

In August 1986, eight months after the two
tax code sections providing tax-favored status
for tuition reimburse and group legal benefits
had expired for the second time, Congress again
retroactively extended the tax-favored status of
those benefits through Dec. 31, 1987 (BI, Aug.
25, 1986). Those temporary extensions were part
of the Tax Reform Act of 1986.

And, once again, Sections 127 and 120 have
expired with no immediate prospects for con-
gressional action to continue the tax-favored
status of the benefits.

In 1984-after Sections 127 and 120 had ex-

pired the first time-employers probably were
pretty evenly divided in deciding whether or not

'There generally is a reluctance
to reopen substantive

decisions that were made as

part of the tax reform,' says
Frank McArdle of EBRI.

to withhold taxes, consultants said.
For example, some companies withheld taxes

and adjusted withholding rates when Congress
retroactively extended the tax-favored status of
Sections 127 and 120 so the proper amount of
taxes was withheld.

But in 1986, after the second expiration of
Sections 127 and 120, many employers recalled
that Congress once before retroactively ex-
tended the sections and fewer withheld taxes.

"It seems not as many employers withheld
in 1986 as compared with 1984," said ,Denise
Georgemiller, a consultant with Hewitt Associ-
ates in Lincolnshire. Ill.

There was good reason not to withhold in
1986. The House of Representatives in December
1985 had passed tax reform legislation that

Better call Stewart
Smith
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called for the extension of tuition reim-

bursement and group legal benefits through
Dec. 31,1987.

While the Senate had not acted, the Rea-

gan administration also advocated the extension
of tuition reimbursement and group legal bene-
fits through Dec. 31, 1987.

This time, though, the legislative outlook is
not as positive.

While bills have been introduced in the Senate

and House to continue-on a permanent basis-
the tax-favored status of the two benefits, none
of the proposals has moved out of any congres-
sional committee.

Some benefit experts say that Congress may
be reluctant to reopen an issue that was decided
by last year's tax reform law.

"There generally is a reluctance to reopen
substantive decisions that were made as part
of the tax reform legislation," said Mr. McAr-
dle of EBRI.

And, a larger legislative vehicle, such as "must

pass" tax legislation to which Sections 127 and
120 extensions could be attached do not appear
in sight yet, experts say.

Still, 1988 is an election year and lobbyists are
expected to prod Congress to renew Sections 127
and 120, Mr. McArdle said. I
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Borden
Continued from page 3

At issue in the litigation was
whether the release of contami-

nants by Borden on the property
was "sudden and accidental" and

thus not excluded by the pollution
exclusion clause.

Borden contended that the words

"sudden and accidental" are am-

biguous and must be construed in
its favor. It argued that both the
discharge of the material and the
resulting harm were unexpected
and unintended and thus, sudden
and accidental.

Borden cited several cases, in-

cluding Buckeye Union Insurance
Co. us. Liberty Solvents & Chemi-
cals Co. Inc. In that 1984 Ohio ap-
peals court decision the court ruled
that the release of pollutants could
be considered "sudden and acci-

dental" if a policyholder did not
intend to cause damage by releas-
ing the hazardous wastes.

However, Judge James L. Gra-
ham of U.S. District Court in Co-

lumbus rejected this reasoning.
"While the opinion of the Ohio
Court of Appeals in Buckeye is en-
titled to some deference, it is not
absolutely binding on this Court,"
Judge Graham said.

"This Court is convinced that the

Ohio Supreme Court would not
adopt the construction of the pol-
lution exclusion set forth in Buck-

eye."
Judge Graham f6und that the

pollution exclusion clause was not

Borden argued that

the discharge and

resulting harm were

unexpected and
unintended.

ambiguous and that the "sudden
and accidental" exception applies
to the discharge of pollutants
rather than to just the harm that
the discharge caused.

Citing dictionary definitions of
the words "sudden and acciden-

tal," Judge Graham said: "The
meaning of these terms is clear and
should not be twisted simply to
provide insurance coverage when
the courts deem it desirable."

The court noted that a Borden

officer said the company deposited
phosphogypsum on the property
from 1964 to 1970 and that the pits
of phosphogypsum are 35 feet deep
and cover 30 to 40 acres,

"Clearly, this is not an allegation
of a 'sudden and accidental'

event," Judge Graham said.
"Rather, it is precisely the type of
activity which the pollution exclu-
sion was drafted to preclude."

"Accordingly, the court holds
that the allegations in the Amoco
complaint are within the pollution
exclusion and, therefore, Affiliated
has no contractual obligation to
defend or indemnify Borden."

With the rejection of the Buckeye
decision, Judge Graham's decision
apparently throws into confusion
the law of Ohio on the pollution
exclusion clause.

"It would be in a state of flux,"
said Donald B. Hilliker of the Chi-

cago law firm of Phelan, Pope &
John, who represents Affiliated
FM. "It calls Buckeye into ques-
tion."

However, Colleen Nissl, litiga-
tion counsel for Borden, disagrees,
maintaining that the law of Ohio
remains Buckeye. The decision is
being appealed to the 6th U.S. Cir-
cuit Court of Appeals in Cincin-
nati, she added.

The decision by U.S. District
Judge George Le Plata in Ann
Arbor, Mich., parallels the Ohio
district court ruling.

Judge Le Plata ruled that Ander-
son Development Co. was not owed
coverage by International Surplus

Continued on next Page
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Anderson, a chemical manufac-

turer, operates a chemical pro-
cessing plant in Adrian, Mich.
From 1967 to 1979, it produced
Curene 442, a known carcinogen
that was released into the environ-

ment in waste discharges, conta-
minating the Adrian municipal
wastewater treatment plant and
the Raisin River.

The EPA designated the facility
a remedial cleanup site under the
Comprehensive Environmental Re-
sponse Compensation and Liability
Act, better known as Superfund.

Under a 1986 consent order be-
tween Anderson and the EPA, An-
derson agreed to conduct a reme-
dial investigation to determine the
nature and extent of any contami-
nation and its health risk. The

company also agreed to conduct a
feasibility study focusing on the
development and evaluation of
cleanup alternatives.

Anderson was covered between

'The court holds that

the plain meaning of
the word "sudden" is

ambiguous,' Judge
James Latchum said.

Sept. 30, 1984, and Sept. 30, 1985,
under a comprehensive general lia-
bility policy written by ISLIC, a
Crum & Forster Inc. unit. ISLIC
refused to defend Anderson, con-
tending, in part, that coverage for
the damages was barred by the
pollution exclusion clause.

Judge Le Plata agreed with
ISLIC, ruling that the pollution
exclusion was intended to elimi-

nate any doubt over whether there
was coverage for damages caused
by the emission of pollutants as a
regular or continuous part of the
policyholder's business.

"In the instant case, it is clear
that the damage in question was
caused by the discharge of conta-
minating waste, which resulted
from the ongoing production of
Curene 442 on a continuous basis
for a period of several years,"
Judge Le Plata said.

''The court cannot possi-
bly. . .conclude that the damage
was caused by "sudden- discharge
of contaminants into the environ-

ment."

An attorney for Anderson said
the company is appealing to the
6th U.S. Circuit Court of Appeals
in Cincinnati. "We're disap-
pointed. We hope to reverse the
matter on appeal," said Charles
Barbieri of the Lansing, Mich.,
firm of Foster, Swift, Collings &
Coey.

However, unlike the district
courts in Ohio and Michigan, the
U.S. District Court in Wilmington,
Del., ruled the term "sudden" in
the pollution exclusion is ambigu-
OUS.

The court therefore ruled that

New Castle County in Delaware is
entitled to a defense and indemni-

fication of claims that the county
polluted the local water supply
when pollutants the county alleg-
edly dumped at two landfills over
several years leached into the
water supply.

New Castle County brought a
declaratory judgment action
against its 12 liability insurers
when five lawsuits were filed

against the county over contamina-
tion at the two landfills.

The county settled with four of
the insurers, and three other insur-
ers' policies did not contain pollu-
tion exclusion clauses.

The five insurers that wrote cov-

erage for the county that included
a pollution exclusion are Aetna
Casualty & Surety Co.; National
Union Fire Insurance Co., an
American International Group Inc.
unit; United States Liability Insur-

ance Co.; Home Insurance Co.; and
Continental Casualty Co. of Chi-
cago, a CNA Financial Corp. unit.
The insurers denied coverage, con-
tending it was barred by the pollu-
tion exclusion clause.

The insurers argued that the con-
tamination at the site was due to a
long process of leaching and that
the county's policy bars coverage
for pollution that is not "sudden."

However, New Castle contended

that the word "sudden" was am-
biguous and therefore should be
construed in its favor.

The court agreed with those
cases that have found the word
"sudden" to be ambiguous and
ruled in favor of the county.

"In summary, the court holds
that the plain meaning of the word
'sudden' as used in the pollution
exclusion is ambiguous," Judge
James Latchum said.

"Resolving the ambiguity in
favor of the insured, the court rules
that the term 'sudden' means a dis-

charge, dispersal, release or escape
of pollutants that is unexpected."

On a separate issue, the court
held that claims against the county
for injunctive relief and cleanup
costs were -damages" covered by
the policies.

An attorney for New Castle
County said the decision by Judge

Latchum is the only decision on the
pollution exclusion so far in Dela-
ware. "We're very pleased with it,"

Jones, Elliott, Kristol & Schnee.

in claims asserted."

Insurers have sought to appeal
the decision. I
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Thoughts for the New Yea r
'OR THOSE WHO never got around to writingdown their New Year's resolutions or would

consider adding to theirs, we offer the follow-
ing, but by no means exhaustive, list of worthy
and admirable goals.

As risk manager, I resolve to:
• Spend more time visiting our operations, ob-

serving how we can develop new measures to pre-
vent injuries to people and damage to property.

• Improve (or, heaven forbid, write my first) an-
nual risk management report to top management.

• Take a critical look at our claims handling
procedures, focusing not only on efficiency and
cost control but also on fairness to claimants.

As benefit manager, I resolve to:

• Lobby Congress early and often to maintain
the tax advantages of flexible benefit plans.

• Take a critical look at our employee benefits
communications program to improve employee un-
derstanding and appreciation of our benefits.

• Spend a day observing first-hand the opera-
tion of our utilization review service to determine

how our employees are treated.
• Implement an AIDS education program for

employees.

As broker, I resolve to:

• Assist clients in achieving their goals.
• Sell quality of services and security offered by

an insurance company in addition to price.
• Compete fairly for new business.
• Not take any client for granted.

• Seek out talented and qualified women in the
organization for management positions.

As an insurer, I resolve to:

• Assist clients and brokers in achieving their
goals.

• Price insurance based on our experts' risk as-
sessment and not what price the competition is of-
fering.

• Get a handle on the impact of the Tax Re-
form Act of 1986 on our pricing practices.

• Improve our claims handling services, both
in speed of service and fairness.

• Seek out talented and qualified women in the
organization for management positi6ns.

• Upgrade salaries where needed to attract more
talented people to the organization and improve
overall service.

As consultant, I resolve to:
• Take a firm stand on an issue and resist the

temptation to only give my clients pros and cons
without the benefit of my expert advice.

• Consider every client's unique circumstances
when recommending a course of action.

• Avoid creating another acronym for our
newest concept and to try to reduce the jargon of
the profession.

As a professional, I resolve to:

• Participate in the debates on issues important
to my profession by speaking at seminars and con-
ferences and contributing my opinions and exper-
tise to professional publications.

Benefit plans win in Congress
, 'OR THE FIRST time in several years, em-ployers sponsoring employee benefit plans won

more than they lost in Congress during 1987.
Perhaps most importantly, employers won a

variable-rate pension termination premium. Be-
ginning last week, the premium employers with
defined benefit pension plans pay to the Pension
Benefit Guaranty Corp. will be based on the plan's
funding.

At first glance, this new law appears to be a
blow to employers. Employers with fully funded
pension plans will pay a $16 annual premium per
plan participant to the PBGC, almost double the
$8.50 paid last year. And, companies with under-
funded plans will pay up to a $50 annual premium.

But for employers that have lived up to their
pension funding promises, the new system is in-
deed a victory. Everyone realized that the premium
would have to be increased to bail out the deficit-

ridden PBGC. Now, however, the amount a com-
pany must pay will be based on the financial con-
dition of its own pension plans, and not the mas-
sive unfunded liabilities owed by some employers.

Both the House and the Senate in 1987 also

passed bills that would extend Medicare coverage
for catastrophic ilbhesses, which will help control
employers' rapidly burgeoning post-employment
health care costs. While final legislation must be
worked out by House-Senate conferees, the Medi-
care legislation still must be counted among the
congressional highlights of 1987.

However, when the conferees do meet, we hope
they discard an amendment in the Senate ver-
sion of the legislation that would force employers
to return to retirees any first-year savings they
reap from the Medicare expansion. As we've said
before, this idea is plainly unworkable.

Congress killed a provision passed by the House

that would have allowed states to establish em-

ployer-subsidized health care pools to provide cov-
erage to high-risk uninsured individuals. This pro-
vision would have forced employers to pay twice
for health care: once for their employees and once
for the uninsured. We hope that is the last we
see of the proposal, which we have seen defeated
twice.

And, congressional conferees killed another
House-passed proposal that would have placed a
$500 cap on the maximum annual pretax contribu-
tion an employee could make to a flexible benefit
plan. Observers say such a provision would have
crippled m6st flexible benefit plans.

One of employers' biggest benefit victories last
year resulted from what Congress sometimes does
best: nothing.

For example, not even a congressional committee
voted on Sen. Edward Kennedy's proposal thht
would mandate employer-provided health care
benefits for all full-time and many part-time em-
ployees. But Sen. Kennedy's proposal is still pend-
ing in Congress and, like assaults on flexible plans,
will be discussed in 1988.

But, benefit managers' biggest setback in Con-
gress last year also came through inaction: Con-
gress failed to establish new, more reasonable pen-
alties for companies that violate the health care
continuation provisions of the Consolidated Om-
nibus Budget Reconciliation Act of 1985. However,
benefit experts say they are sure that COBRA
changes, which faced no congressional opposition
last year, will be on the 1988 congressional
agenda.

All in all, when Congress' actions last year are
compared with COBRA and the onerous benefit
provisions in the Tax Reform Act of 1986, benefit
managers had a reason to toast 1987.

Business
Insurance.

Reporting weekly for corporate risk,
employee benefit and financial executives

Publisher: Alfred Malecki (New York)

Associate Publisher/Editor: Kathryn J. Mcintyre. A. R M
(Chicago)

Managing Editor: James M. Burcke (Chicago)

Assistant Managing Editor: Dave Lenckus (Chicago)

Assistant Managing Editor/Graphics: Holly E. Seguine

(Chicago)

CHICAGO: Stacy Adler (Assistant Copy Editor)
Karen Brown (Assistant to the Editor)

Linda J. Collins (Agent/Broker Editor)

Meg Fletcher, A.R.M. (Associate Editor)
Mark A. Hotmann (Associate Editor)

Karen Huelsman (Copy Editor)
Marilou Jones (Directory Editor)

Laura Mazzuca (Agent/Broker Topics Associate
Editor)

Amy Palmer (Graphic Artist)

Roger Schillerstrom (Editoria/ CartoonisO
Stephen Tarnoff (Associate Editor)
Paul Winston (Assistant Copy Editor)

Joanne Wojclk (Copy Editor)

Christine Woolsey (Editoria/ AssistanO
DALLAS: Michael Bradford (Associate Editor)

LONDON: Stacy Shapiro (/nternational Editor)
Carolyn Aldred (Associate Editor)

LOS ANGELES: Donna DiBIase (Bureau ChieO

Glenn Huntley (Associate Editor)

NEW YORK: Douglas McLeod (Bureau ChieO
Kari Berman (Staff Reporter)

Judy Greenwald (Associate Editor)
Collin Nash (Editorial Assistant)

WASHINGTON: Jerry Geisel (Washington Editor)

Deborah Shalowitz (Associate EditoO

Corporate: H.L. Stevenson (Corporate Editor)

Advertising Director: Donald A. Walsh (New York)

Midwest Sales Manager: Robert L. Niesse (Chicago)

CHICAGO: Deborah D. Neale (District Manager)
Margaret Hikido (District Manager/

Classified Sales)

Elmer Kerstowske (Production Manager)
LOS ANGELES: Michael J. Sharpe (DisMcf Manager)

NEW YORK: Martin J. Ross (Eastern Advertising Manager)

Charles A. Horvath (District Manager)

Jack Forrest (District Manager)

Courtney Bauer (Dis#ict Manager)

Director of Communications: Ronnie I. Drachman

(New York)

Corporate Marketing Manager: Alice Sieloff (Detroit)

EDITORIAL: Chicago: 312-649-5398
Dallas: 214-363-1066

London: 01-404-4228

Los Angeles: 213-651-3710
New York: 212-210-0100

Washington: 202-662-7200
ADVERTISING: New York: 212-210-0133

Chicago: 312-649-5276

Los Angeles: 213-651-3710
COMMUNICATIONS: New York: 212-210-0132

CIRCULATION: Detroit: 313-446-1611

Published by Crain Communications Inc., Chicago
G.D. CRAIN JR.

Founder(1885-1973)

MRS. G.D. CRAIN

Chairman

KEITH E. CRAIN

Vice chairman

S.R. BERNSTEIN

Chairman-executive committee

RANCE CRAIN

President

MARY KAY CRAIN

Treasurer

MERRILEE P. CRAIN

Secretary
WILLIAM A. MORROW

Senior Vp-operations

Published weekly at 740 Rush St., Chicago, 111. 60611, Telex 6871241, Cable
CRAINCOM. OHices: 220 E. 42nd St., New York, N.Y. 10017, Telex 640207

CRAIN COM NYK: 1 Northpark, East Suite 114, 8950 N. Central Expressway,
Dallas, Texas. 75231; Suite 814, National Press Building, Washington. D.C.
20045; 6404 Wilshire Blvd., Los Angeles, Calif. 90048: 20-22 Bedford Row,
London WC1 R 4EB, England. $1.75 a copy. $68 a year in U.S. Canada and all
other foreign add $16 tor surface mail. Europe and Middle East only add $47 for
air delivery. First-class mail to U. S. and Canada only, add $48. Bermuda only,
$105 per year expedited delivery. WILLIAM STRONG, vp-circulation. BARBARA
KISCH, circulation manager. JOHN HUFFMAN, fulfillment director. Four weeks'
notice required for change 01 address. Send subscription conespondence to
Circulation Department, Business Insurance, 965 E. Jefferson Ave., Detroit,
Mich., 48207, or phone 800-992-9970 or 313-446-1611. Microfilm copies are

available from University Microfilms, 300 Zeeb Road, Ann Arbor. Mich. 48013.

Microfiche copies available: Bell & Howell. Micro Photo Division, Old Mansfield

Road, Wooster, Ohio 44691. Portions of the editorial content of this issue are

available tor reprint or reproduction in other media. For information and rates to

reproduce in general circulation media, contact: ART MERTZ. The Crain
Syndicate, 740 Rush St. Chicago, 111. 60611, 312-649-5303. For reprints or
reprint permission contact: Reprint Department, Business Insurance, 220 E.
42nd St, New York, N.Y. 10017.212-210-0229

Publications Audit of Circulation

Member of Business ARP



Pollution clause
Continued from page 3
David Hudson, who is with the
Augusta, Ga., firm of Hull, Towill,
Norman & Barrett.

The city of Jacksonville is paying
for half of the investigation costs
with the other potentially respon-
sible parties picking up the re-
mainder, Mr. Hudson said.

So far, Mr. Claussen has spent
about $20,000 in investigation
costs and faces approximately
$15,000 more. He also has spent
about $20,000 in defense costs in
the EPA action, Mr. Hudson said.

However, efforts to clean up the
site probably will cost millions of
dollars, Mr. Hudson noted.

Mr. Claussen has about $12 mil-
lion in insurance coverage, he said.

Aetna, as primary insurer, wrote
approximately $2 million in cover-
age under several comprehensive
general liability policies for Mr.
Claussen, Mr. Hudson said.

In addition, Federal Insurance
Co. wrote several personal um-
brella liability policies, according
to court papers.

Mr. Claussen's excess liability
insurers include American Home

Assurance Co.; Harbor Insurance
Co.; Highlands Insurance Co.; Con-
tinental Casualty Co.; Cincinnati
Insurance Co.; Mission Insurance
Co.; and Mission National Insur-
ance Co.

In his December decision on the

motion for reconsideration, Judge
Edenfield said the documents show

that when the Insurance Rating
Board, which spoke for the indus-
try, sought approval of the clause,
it told the Insurance Department
that the clause would have no im-

pact on the vast majority of risks.
The IRB said the clause clarified

existing language in the policies
that barred coverage for expected
or intended pollution.

"This statement clearly under-
states the substantial change in
coverage worked by the pollution
exclusion clause," Judge Edenfield .
said.

"The court does not wish to con-

done the conduct of the insurance

industry that plaintiff has ex-
posed," Judge Edenfield said in his
decision. "The statements made by
the Insurance Rating Board to the
Georgia Insurance Department, if
not fraudulent, certainly were not
straightforward.

"The Rating Board downplayed
the substantial effect the pollution
exclusion clause would have on ex-

isting coverage in an effort to ob-
tain approval for the clause's in-
sertion into insurance policies."

Despite these findings, Judge
Edenfield refused to overturn his

earlier decision denying coverage
to Mr. Claussen, commenting that
Georgia law requires the court to
look to the language of the con-
tract to determine if its meaning is
clear and unambiguous.

Since the word "sudden" con-

notes abruptness, the gradual
teaching of hazardous wastes into
the groundwater and soil sur-
rounding the site near Jackson-
ville, Fla., cannot be characterized
as sudden, Judge Edenfield said.

Judge Edenfield found that
viewed in historical perspective,
the IRB's representations to the
department, "are not as devious as
they appear at first glance."

The insurance. industry antici-
pated that courts would preclude
coverage for all pollution incidents
that were intended and expected,
which the industry believed would
involve most gradual pollution
cases, Judge Edenfield said.

However, the industry miscalcu-
lated Courts interpreted occur-
renee broadly, holding that even
when a policyholder knowingly
discharged pollutants into the en-
vironment, it was covered as long
as the specific damage giving rise
to liability was unintended.

Also, public awareness of en-
vironmental contamination grew
and was accompanied by a sharp

'The statements made by the Insurance Rating
Board to the Georgia Insurance Department,

(regarding the pollution exclusion clause) if not
fraudulent, certainly were not straightforward,'

says U.S. District Court Judge B. Avant Edenfield.

increase in pollution liability liti-
gation, Judge Edenfield noted.

"In this context, the representa-
tions made by the Insurance Rating
Board were, to a degree, accurate;
the insurance industry was merely
trying, through the pollution ex-
clusion clause, to prevent courts
from extending coverage to risks

that were not calculated into pre-
miums under occurrence-based po-
licies, and were not anticipated
when the definition of occurrence
was drafted.

"Thus, in 1970, the Insurance
Rating Board's representation that
the pollution exclusion clause was
designed to maintain the status

Business Insurance, January 4, 1988 / 9

quo was, from the standpoint of
insurance companies, true," Judge
Edenfield said.

"Thus, the hands of the insur-
ance companies, while not immac-
ulate, are not as dirty as plaintiff
contends. The insurance companies
have not, as plaintiff suggests, per-
petrated a fraud on the court by
arguing in favor of a construction,
which enforces the clear and un-

ambiguous language of their poli-
cies."

Mr. Hudson, Mr. Claussen's at-
torney, says he will appeal the de-
cision and ask that the case be sent

to the Georgia Supreme Court.
"I think it is absolutely uncon-

scionable that the insurance indus-

try would represent policy lan-

guage to mean one thing to state
regulators and then change its in-
tended language when claims are
subsequently made," Mr. Hudson
said.

However, the documents submit-
ted by policyholders are of no real
significance and the language in
the policies is very clear that the
pollution must be sudden and acci-
dental to be covered, said James A.
Eichelberger of the Atlanta law
firm of Neely & Player, who repre-
sents Aetna.

Mr. Eichelberger said there is no
discrepancy between what the in-
surance industry presented to
Georgia insurance regulators in
1970 and what they are arguing the
clause means now. I

Heds What lb Look For
In A ical Emhezzler.

1

Short or tall. Old or

young Male or female.
Try to draw a portrait of
the typical embezzler
and you'll probably draw
ablank Because itcould

be anyone.
And experienced

business people know
that the only thing
harder than spotting an
embezzler is repairing
the damage he's done.

Thath whytheyrely
on Honesty Insurance
from F&[).

Shouldn't you find
out why F&D's Honesty
Insurance is your best
policy? Ask your agent
or broker, or write: F&D,
A. Macdonald Rees,
Marketing P.O. Box 1227,
Baltimore, MD 21203.

8211110 Bdelity ajld
Deposit Compames
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Trucking safety keting the program nationally last • Hazardous materials hauling And, for small companies that do liability

June, primarily through state and 0 Controlling claims cost not have safety departments, ME-
Cont:nued from page 3 national trucking associations through accurate record keeping GASafe Training will instruct protection
Ruan's truck fleet, which operates MEGASafe has been endorsed by and implementation of adequate managers, dispatchers and execu-
in the 48 contiguous states 21 state and national trucking as- safety practices tives on how to train drivers foreven

The program's value to the sociations, including the National • Security, including preventing Trucking companies can buy all
trucking Industry was readily ap- Private Trucking Assn in Alexan- theft and vandalism or part of the MEGASafe program, the toughest
parent, Mr Miller said dria, Va, through which the program The driver selection and vehicle depending on their particular

"We'll sell it to our competition is available nationwide And, the inspection modules wei e intro- needs The first module costs $500 accounts is
-and some of them have bought programs' supporters say it soon will duced in the fall of 1986 and the and each additional module costs
it," Mr Miller said pick up endorsements from trucking next four modules currently are $280, Mr Miller said just a phoneThe task force found that safety groups m all 50 states available The rema.n-ng four Implementing MEGASafe as an

training for the Industry that hauls The program, when fully deve- modules are scheduled to be made ongoing program will cost a com-
most of the country's freight was loped in a few months, W111 include available within a few months pany about $250 per driver an- call away..
"primitive, to say the least," said 10 multi-media modules Each training module ises vid- nually, Mr Schriebman noted
Jay Deragon, president of MEGA- • Vehicle inspection eotapes, printed materials and The trucking industry reaction Anzona

Safe Training in Portland, Maine, • Driver selection, which in- other media o present points in so far has been positive, said Mr Phoenix 602/998-1400

which markets the safety product volves a rating system to deter- dramatic ways For instance, a Miller of Ruan "Most of the reac- California
The industry group took its pre- mine current and new drivers' video in the drug screening train- tion lS, 'It's stunning Fresno 209/227-3535

hminary findings and turned lt strengths and weaknesses It also mg module shows a re-enactment Trucking companies' interest in Los Angeles 213/251-1200
into a program that at first had iS designed to motivate drivers to of a car-truck accident that kills a MEGASafe may be heightened by Orange County 714/863-9787
only a limited audience of those become more safety conscious mother and her child the Transportation Department San Diego 619/291-6970
directly involved in the effort • Drug screening "It will draw a tear from any crackdown on unsafe trucking San Fernando

"They developed something so • Driver health guy," Mr Miller said practices, Mr Miller said, pointing Valley 818/348-9056
wise it didn't make any sense to • Management's role in safety Another key feature of the pro- out that the DOT has greatly in- San Francisco 415/989-9510
put K on the shelf," Mr Deragon • Over-the-road or long-haul gram is involvement of manage- creased ltS roadside inspection and San Jose 408/554-0200
said driving ment in the safety initiative, said safety audit programs this year Stockton 209/948-0555

MEGASafe Training began mar- • City driving Alan Schriebman of Integrated ''It's a negative incentive It's too Colorado
Risk Management in Culver City, bad we couldn't get a program

-- , Calif, which lS the California sales started on a more positive note,"
Denver 303/756-7444

Stay Afloat With , representative for MEGASafe Mr Miller said Connecticut

For instance, one module allows Response from the insurance in- Bristol 203/582-6673

managers and supervisors to evalu- dustry has been "enthusiastic," South Windsor 203/282-0881

United Guaranty's ate their effectiveness and man- though it is not yet certain what Florida
agernent style impact the piogram will have on Miami 305/966-6433

Commercial Rent "It comes down to the only way insurance rates, Mr Miller said Orlando 305/896-2691

to improve safety lS from the top The uncertainty is due in part to St Petersburg 813/521-4621
Insurance down," Mr Schriebman said insurers' lack of research about Tampa 813/287-8783

In add.tion to reducing losses, necessary trucking industry safety Georla
r i MEGASafe may help its useis save measures, Mr Miller said Atlanta 404/266-0004

I* money by identifying and training One major trucking risk insurer,
Idaho

the most stable, dependable cur- National Continental Insurance
rent drivers and applicants, which Co of Beechwood, Ohio, a unit of

Boise 208/336-7131

leads to a reduction in driver turn- Progressive Corp, is interested in Illinois

/ over, Mr Schriebman said Driver the potential risk management Chicago 312/346-7576

turnover averages 80% annually benefits of the program, according Iowa

throughout the industry with some to President Gary Kusumi Des Moines 515/224-4511
4 4

companies losing all of their driv- In 1986, NCI reported net writ- Kansas
ers and even some or most of their ten premiums of $9 6 million for Kansas City 913/451-1151
replacements, he said auto liability, auto physical dam- 913/381-5500

A company incurs costs of $1,000 age, allied lines and inland ma-
The Maineor more each time it must hire a rine risks

Portland 207/774-3857
1

FLOATER is replacement driver, he said "MEGASafe 15 a product that we

, United Guaranty'l In some cases, the safety pro- believe needs more consideration," Massachusetts

written protea*.¢S 2 · . gram has helped companies reduce he said Boston 617/439-0060

their turnover rate to about 20%, The program is impressive Dedham 617/329-8500
against tenant according to Mr Schriebman enough that the insurer's services Michigan
NEW and AF Beyond helping trucking com- operation, NCI Transportation Detroit 313/645-0500

• 12 months g
4

, panies operate more safely, ME- Services, plans to ]oin the MEGA- Minnesota
period GASafe may eventually have an Safe task force and create a sepa-

• Policy terms of 3,5,7,
Minneapolis 612/333-0361

on your
impact on the public's perception rate unit to help promote it, Mr
of trucking, Mr Schriebman said Kusumi said Missouri

individual needs The industry has a particular stake While MEGASafe could help St Louis 314/231-9470

• Up to 90% guaranteed coverage in how it is perceived, because a raise awareness of safety 1Ssues Nebraska

continued poor reputation impairs among truckers, Mr Kusumi eau- Omaha 402/393-2040

Landlords, real estate developers, and mortgage lenders all its ability to attract employees tioned that insurance rates are Nevada

benefit from the FLOATER'S *peace of minif protection. It Mr Schriebman said the indus- based on actual experience, not Reno 702/323-7297
try currently projects it will lose promised results

costs less than a letter of dr*lit and requires no additional New Jersev
30% to 50% of its drivers by 1992 "Whether MEGASafe is sue-

Cherry Hill 609/795-6620collateral. For further details call United Guaranty Commer. "Unless the image of the indus- cessful or not is dependent on
cial Insurance Company today and relax! With the FLOATER, try Is changed, you won't have whether the industry lS ready to

Morristown 201/538-8200

it's smooth sailing. people wanting to be drivers, ' he embrace this and the changes" i e- New York
said quired to implement it, he said New York City 212/742-9730

rilsfi In addition to the safety mod- But it appears, at least on the North Carolina
ules, MEGASafe Training will con- surface, that trucking companies Greensboro 919/852-7882
duet a safety audit for trucking are ready, Mr Kusumi said "The

1 North Dakota
Commercial Insurance Company of lowa/North Carolina companies The audit looks at how industry wants to move on this Bismarck 701/223-1112
201 N. Elm Street • Box 21045 • Greensboro, NC 27420 well a trucking company complies issue "

(919) 3734232 • (800) 3344966 with federal Department of Trans- For example, General Transpor-
oh/o
Columbus 614/436-4833

A MEMBER COMPANY OF NG - AMERICAN INTERNATIONAL GROUP portation requirements and insur- tation Co , a trucking firm based in
-- . ance underwriting criteria Oakland, Calif, has used the driver Oregon

analysts program for the last year Portland 503/222-1735

to help select new drivers, said Vp Pennsylvania
Patrick MeGuire General Trans- Philadelphia 215/896-0901

Ocean 11larine, Inland #llarine portation, which hauls coast to
coast, employs 30 drivers who op-

Texas
Dallas 214/969-6800

erate 40 tractors and 120 trailers

The company self-insures physi- Utahand Commercial Aviation cal damage risks and buys $5 mil- Salt Lake City 801/266-5199

FACILITIES AVAILABLE lion in umbrella liability insurance V,minta

excess of unspecified limits Fairfax 703/385-5815
TO AGENTS & BROKERS OF MEMBER COMPANIES "I really feel it's beneficial," Mr Washington

MUTUAL MARINE OFFICE, INC.
MeGuire said of MEGASafe "It's Seattle 206/441-7938
one more thing to add to your gut

100 PARK AVENUE, NEW YORK, N Y 10017 • 212-953-0580 Wisconsin
reaction, your feeling about

Madison 608/833-4567
Pacific Mutual Marine Office, Inc. whether this guy will work out "

100 Pine Street, San Francisco, CA 94111 • 415-421-8972 Managers do what they can to
make sure they run a clean shop

Mutual Marine Office of the Midwest, Inc. with mechanically safe trucks, but
20 N Wacker Drive, Chicago, Illinois 60606 • 312-368-1120 all that effort is wasted unless 0General Managers drivers keep the trucks "wheels

NEW YORK MARINE AND GENERAL INSURANCE COMPANY down and running,- he said
Swett &Crawford GroupGOTHAM INSURANCE CO "We don't need our picture in the

newspaper with the wheels up," Appleton & Cox
-Marine Managers-

NEW YORK MARINE AND GENERAL Mr McGuire said John H Crowther, Inc
INSURANCE CO Fort Hill Insurance Agency

PENNSYLVANIA NATIONAL MUTUAL 1 West Insurance Managers
ARKWRIGHT MUTUAL INSURANCE CO CASUALTY INSURANCE CO MEGASafe Traznzng Co can be Robert S Martin Corp
GRAPHIC ARTS MUTUAL INSURANCE CO REPUBLIC-FRANKLIN INSURANCE CO contacted at P O Boz 898, Port- Montgomery General Agency
LUMBER MUTUAL INSURANCE CO UTICA MUTUAL INSURANCE CO land, Matne 04104, or 1-800-522- Dana Roehng & Associates

MEGA SFO, Inc

Swett & Crawford



foranost anything
thatcomesdowntheline.

Broad market access
the best reason to make
Swett & Crawford Group
your Primary resource

Swett & C-to
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What a business makes can be the
un making of a business One accident
or injury resulting from product use, or
from a condition existing at the plant,
Is all It could take

So when you need Primary or Excess
liability protection,including Products
liability, look to Swett & Crawford
Group Even in the toughest classes
and hnes of Primary liability coverage,
Swett & Crawford Group can structure
an effective solution

Our 70 years of experience gives usa
unique understanding of market capac-
Ity, conditions and pricing We can work
on your behalf to negotiate deductibles
or SIRswithsecuremarketsandensure
competitive terms Depending upon
the exposures involved, we will struc-
ture broadform, new or old form occur-
rence or claims made coverage that fits
your specific requirements

Best of all, your local Swett &
Crawford Group professionals can
access the expertise of our nationwide
network of offices the largest of any
wholesale broker and provide you the
immediate on site support and service
your business requires

So if you want to be prepared for
what may comedown theline, begin by
working with Swett & Crawford Group.
We re the Primary resource more
agents and brokers depend on

e
Swett & Crawford Group
Appleton & Cox
John H Crowther Inc

Fort Hill Insurance Agency
1 West Insurance Managers
Robert S Martin Corp
Montgomery General Agency
Dana Roehng & Associates
SFO Inc
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Bill promotes health care saving accounts
By DEBORAH SHALOWITZ physicians, pharmacists, dentists, trator's decision would have to pay

Washington nurses, hospitals and health main- all legal fees incurred if the court
WASHINGTON-Employers and tenance organizations It reflects decision were not mote favorable

individuals could receive an an- recommendations of an HHS task to his or her case than the arbitra-

nual 50% tax credit-up to a speci- ability to carry out a federal over- Services Secretary Otis R Bowen force on medical liability and mal- tor's decision
fied maximum-on contributions sight function to ensure the ade- The model legislation includes a practice (BI, Aug 17) • Limiting attorneys' contin-
to a health care savings account quate protection of all American $200,000 cap on non-economic Provisions of the model legisla- gency fees to a sliding scale corre-
under one provision of comprehen- consumers " damage awards, the elimination of tion include sponding to the amount of the
sive long-term health care legisla- FTC Chairman Daniel Oliver has joint and several liability and a re- • Capping non-economic dam- award The scale would allow at-
tion introduced by Rep Don Ritter, called for the agency to study the quirement to arbitrate before a ages, including awards for pain torneys to be paid 25% of the first
R-Pa repeal of the McCarran-Ferguson medical malpractice case could be and suffering, mental anguish and $100,000 of an award, 20% of the

The maximum amount that could Act, which gives the insurers lim- tried in court punitive damages, a: $200,000 next $100,000, 15% of the next

be contributed annually to a health ited exemption from federal anti- Dr Bowen sent the model legis- • Eliminating the doctrine of $100,000 plus 10% of any amount
savings account equals the total trust laws (BI, Dec 21, 1987, Dec lation to each governor and the joint and several liability, except in excess of $300,000
Medicare payroll tax for an indi- 15,1986) leaders of state legislatures to be where defendants actually acted in 0 Requiring damages for future
vidual The Medicare payroll tax is used as an example by states re- concert to cause the injury economic loss exceeding $100,000
2 9% of gross annual income up to

Medical malpractice forming their laws governing med- • Requiring litigants to appear to be paid in periodic installments
$45,000, paid half by the employer ical practitioners' liability, accord- before a single arbitrator before instead of a lump sum
and half by the employee Health care providers' liability ing to the Department of Health bringing the dispute to a court If • Requiring legal action to

Thus, the maximum amount that for medical malpractice claims and Human Services either party is not satisfied with begin within two years after a re-
could be contributed this year to a would be limited under model leg- The model 1 aw would cover the arbitrator's decision, the case lationship between a medical event
health care savings account would islation proposed to state officials claims against all state-licensed could be brought to trial However, and an inJury was discovered 01
be $1,305 It could be contributed last month by Health and Human health care providers, including the party not accepting the arbi- could have been discovered I
by an employer or an individual or
split by them

Other provisions of the bill, H R
3754, would

• Create a federal long-term
care reinsurance corporation to
provide reinsurance to insurance
companies writing long-term
health care policies 9

/*4. j
Z., *t j>,

I .

The reinsurer, to be called the t'
* bt'*1·ta:. . 054 .

-

Federal National Long-Term Care .* .,.azA..4,,¥%4 'er: 1 -3?F. 9159 , +
Reinsurance Corp , would be capt-

rtalized through the sale of common
stock It would be run by a board

of governors, some of whom would 4.

be appointed by the president and *.ZES'*341 . 1' Ti,34::4' 9 7
some of whom would be elected by '

stockholders Ive t.
9*.

The reinsurance corporation
./

.*134* d.
*r ,

would not be subject to state, 1,
./

0

2$ 1
county or local taxes, except on 'r... C

5*

real estate Also, it would not be 0 0
. 4

sub]ect to state insurance regula-
tion

0 Exempt from taxation interest 13 1\1\, o
4 - L 74/ r.r:F f FL

earned on a qualified health care Je
savings account

2

• Allow individuals age 591/2 Or 2

older to withdraw funds from an
-

individual retirement account to ..' 4 .4.

pay premiums for long-term health

care insurance without paying p,
,

f:**3:69-/1,Rb -2,/, .5-.taxes on the withdrawals

0 Allow individuals an income 1... 16 r

tax credit of up to $100 per month
for expenses related to maintain- 6\.. 4. 4, I
ing a household for dependents 65

)

years of age and older d

1

Co-sponsors of the legislation in-
clude Rep Edward Madigan, R-Ill,
Rep William Clinger Jr , R-Pa ,

4 1 *r.. ,

Rep Sherwood Boehlert, R-N Y, f

4
-.Rep Ralph Hall, D-Texas, and %

Rep Bill Richardson, D-N M
*,

FTC probes
9

'0 .

CY'*6·,+9·_fll yq,:,4,4,. -„imfZL: ,:,., ' 1

../1.
.--

5 -2:- 1
The Federal Trade Commission

would be allowed to analyze the
insurance industry under a bill in-

troduced last month by House All Med ical Bill Reviews and
Small Business Committee Chair-

man John LaFalce, D-N Y

The bill, H R 3833, would repeal
a restriction barring the FTC from Hospital Bill Audits would work il
studying the insurance Industry
unless a House or Senate commit-

tee specifically requests it to do so
The restriction is in the FTC Im-

provements Act of 1980 they had our service system.
"The federal government has ab-

dicated ltS responsibility to help Every medical cost management vehicle promis- All of which keeps us on our toes and you in
protect the rights of consumers,"

stated Rep LaFalce Furthermore, es to save you money. What most of them lack is control of runaway medical and hospital costs.
"the FTC's current lack of knowl-

a reliable service system. You don't really knowedge about insurance industry Medical Bill Review and Hospital
conditions and operations greatly where you stand until something breaks down.
binders Congress' ability to under- Bill Audit
stand the causes of the (recent) lia- At ConServCo, we eliminate the surprises. Step
bility insurance crisis and, even ConServCo's Computerized Medical Bill Review
more importantly, to develop ap- one is a set of Special Account Instructions, de- is designed to get maximum mileage from your
propriate legislative solutions to
ensure that such a crisis does not fining the savings, quality and service objectives workers' compensation dollar.
occur in the future " you want to achieve. From that point on, a Quality

Rep LaFalce noted that the leg- We review bills for compliance with state fee
islation would leave to the states Control Program monitors our ongoing perform-
regulatory authority over the in- ance. And regular reviews let you gauge how well schedules. We tighten the brakes on duplicate
surance industry charges, fragmented bills, excessive treatment

"The bill does not create any fed- we're meeting your objectives.
eral regulatory apparatus over the
insurance industry," he said
"However, it does give the FTC the



Software aids employers with IRS rules
A new software program J neth M Hansen, vp-marketing for cility visits, while hospital services

from Western & Pacific Ser- 1 Products & services St Louis-based MHMC require moderate deductibles and
vices Corp helps employers "Our existing managed care re- copayments The Small Business
comply with both Internal sources give us the fle>ibility to Plan offers age and sex rating and

Revenue Code sections gov- The IRS expects full compliance MetLife HealthCare bring employers of all sizes to- is marketed through brokers as

erning discrimination testing with the act even though IRS regu- gether in order to purchase and well as through the local MetLife
for employee benefit plans lations were not expected to be MetLife Healtheare Manage- manage their health care services HealthCare Network sales staff

"Discrimination Testing/ published by the Jan 1 comph- ment Corp is offering a new pack- For the smaller employer, this MHMC has successfully test
State of the Art," a software ance date age of prepaid managed health means that higher levels of benefits marketed the Small Business Plan
package for personal com- The system will be updated and care benefits designed for busin- can now be made available to em- in the Los Angeles area and 15 in
puters, is now ready after forwarded to users when the regu- esses with two to 35 employees ployees without the higher costs," the process of introducing it na-
months of conference with lations are published Called the Small Business Plan, Mr Hansen added tionally It is now available

government and tax special- The package can be purchased this new program offers compre- The plan covers a fulI range of through MetLife HealthCare Net-
ists who have studied the im- on a stand-alone basis for $1,950 hensive ma]or medical benefits to comprehensive health care services works in Cleveland, Ohio, Denver,
pact of the Tax Reform Act of or as a part of the Flexible Benelit small employers through MetLife including hospital, physician of- Dallas, Houston, Louisville, Ky ,
1986 on employee benefit Manager Package for a total priDe Healtheare Network of 23 man- fice, emergency room, ancillary Los Angeles, Kansas City, Mo ,
plans regulated by Internal of $5,850 aged health care plans across the and mental health services Phoenix, Rhode Island, Boston, St

Revenue Code Sections 89 and A demo disk lS available for $35 country Members receive all their health Louis, and San Francisco By the
125 from Ashley/Nichols Divisioi, "The new Small Business Plan care services through the primary end of the first quarter of 1988, lt

Section 89 sets non-discrim- Western and Pacific Services allows small employers to partici- care physician they se_ect from will be available in six Florida
ination standards for welfare Corp, 9229 Ward Parkway, Suite pate in the same cost management within the network markets, New York, New Jersey,

plans and Section 125 governs 320, Kansas City, Mo 64114, 913- programs that are now utilized by A $10 copayment is required for Cincinnati and Columbus, Ohio,
flexible benefit plans 642-5011 larger employers," explained Ken- doctors' office and outpatient fa- Milwaukee, and Chicago

For more information. contact
Mr Hansen at MetLife HealthCare

Management Corp , Lakeview Cen-
ter, Suite 210, 14500 South Outer
Forty Road, St Louis, Mo 63017,

f 314-469-9900

.

Cholesterol screening
U S Healthcare Inc now offers

I . I;.i + i.. ' ... 4

.«10'/42
.., A

free cholesterol tests to all employ-

..- ..A&61&¢-4,",,r·: *ut#4:v;'*YA: ees of corporations and institutions
9 , with which the Blue Bell, Pa -

-
, based company has conti acts

. 4 R,1
f ... "We are providing the choles-

terol tests to employees to demon-
0 : r. strate our interest in their health

3 9% '

\ care," explained Jay Rosan, senior
'

74 vp for medical delivery at U S

07 Healthcare, a health maintenance
organization operator

.

U S Healthcare has purchased
computerized cholesterol testing

.

0 - machines, called Reflotrons, that
. 4</ - .*'B"4

-
·can determine a person's choles-

0

terol count in minutes by examin-
ing a drop of blood

The tests are being offered in
Pittsburgh and southeastern Penn-
sylvania, New Jersey, Delaware,

* 44. the New York metropolitan area
and Connecticut

Testing for high levels of choles-
k terol ties in with U S Healthcare's

I
.

. preventive health care programs,
.. according to Mr Rosan

I W.

"With our new screening pro-

'ir•7Hza

4 0
I. gram, people will become more

I.

aware of their cholesterol level If1/ 14 their level is high, hopefully they
. 9/7*J 1 .* S'tji will seek treatment from their doc-

f f 7 ton" Mr Rosan said
/. For more information, contact

U S Healthcare Inc , 980 Jolly
Road, P O Box 1109, Blue Bell, Pa

.
. -.f.. f444 +·*.»r> o»tr» .

I. I 19422, 215-628-4800
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-------- Fire extinguisher use
and over-utilization. Our reports are timely, clear 1 ConServCo -----7

A new fire safety video from In-
and concise. And we stand by them. 3903 Northdale Blvd, Suite 200

| Tampa, FL 33624 1 dustrial Training Systems Corp
provides employees with an under-

Research indicates that up to 90% of all hospital Send a copy of "Medical Cost Management by Objective"

1 I need a cost management system for 1 standing of the nature of fire, ex-

bills over $5,000 contain errors. ConServCo's plains the four classes of fire extin-
Medical bill cost control

Hospital Bill Audit can keep you from paying for  - Hospital bill cost contrcl 1
guishers and explains the
importance of performing proper

Call me to schedule an appointment
size evaluation procedures

the mistakes.  - Send the material and call 1 "Fire Extinguishers First Line

At the hospital, our registered nurse compares  Name 1
of Defense" opens with a discus-
sion of fire and a description of its

services rendered to those billed. Discrepancies Title/Position four classes and then proceeds

1 1 with a detailed discussion on size

are discussed, and a final bill is reconciled. There Company up procedures

won't be any billing surprises a few miles down  Mailing Address 1 Six major types of fire extin-
guishers are reviewed in detail in-

the road.  City State Zip 1 cluding pressurized water, aqueous
film forming foam, dry chemical/

Free: Medical Cost Management  Telephone multipurpose dry chemical, halon,
-------------- carbon dioxide and dry powder ex-

byObjective tinguishersnfervno "Fire Extinguishers First Line

Before your employee benefit or workers' comp/ of Defense" comes with a compre-

liability/no fault budget suffers a complete Medical and Disability Cost Management...

breakdown, send for a copy of"Medical Cost
Customized for You.

Home Office: 3903 Northdale Blvd., Suite 200 able in any video format for $460

Management by Objective." It will help you Tampa, FL 33624
choose exactly the right quality and savings Call 1-800-525-5590 ing Systems Corp,20 W Stow
vehicle..with a cost reduction system that works. In Florida, 813-969-0701 Collect

ada, call 416-259-6195 .
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Mutual Risk Management buys insurers
Mutual Risk Man agement has

acquired Legion Casualty Co. and
its subsidiary, Legion Insurance
Co.,to act as the fronting insurer
for its Bermuda rent-a-captive op-
eration.

Legion Insurance will become
the domestic U.S. policy-issuing
company for the Insurance Profit
Center Program, a rent-a-captive
operated by Mutual Risk subsidi-
ary Mutual Indemnity Ltd., ac-
cording to Mutual Risk President
Robert Mulderig.

The company will act as a front-
ing insurer for the IPC's 140 par-
ticipants and for business placed
by Anexco Insurance Agency, Mu-
tual Risk's surplus lines brokerage
and underwriting management
arm that operates principally in
New England and Pennsylvania.

The purchase was made on Nov.
20 after a private placement of Mu-
tual Risk securities raised $18 mil-
lion.

Under terms of the sale, Hamil-
ton, Bermuda-based Mutual Risk

will purchase Legion Casualty, do-
miciled in Oklahoma, and Legion
Insurance, domiciled in Philadel-

phia, for $5.2 million, or $3.5 mil-
lion in excess of the two insurers'

combined assets, Mr. Mulderig ex-
plained.

The remainder of the proceeds
will be used to recapitalize Legion
Insurance, which ceased under-
writing operations in early 1987.

Mutual Risk also plans to borrow
another $3 million to strengthen
Legion Insurance's capital base,
which, Mr. Mulderig says, will
stand at about $15 million by year-
end.

Mr. Mulderig said the purchase
has received regulatory approvals.

The Legion companies, owned by
Crown Controls Corp., a New Bre-
men, Ohio, manufacturer, wrote
non-standard auto liability, auto-
mobile extended warranty and me-
chanical breakdown insurance.

As of Dec. 31, 1986, Legion In-
surance and Legion Casualty had
combined loss reserves of $5.7 mil-
lion and unearned premium re-
serves of $5 million.

Although domiciled in Pennsyl-
vania, Legion Insurance main-
tained an administrative office in

Dallas, employing about 20 full-
time staff members. The insurer is
licensed in the District of Colum-

bia and all states except Connecti-
cut, West Virginia and Hawaii.

Already, "the companies and
about 12 staff have been moved to

Philadelphia, which is where the
offices of our marketing operation,
the IPC Group of America, are 10-
cated," Mr. Mulderig said.

Legion's underwriting will be
handled by Anexco personnel on
Anexco business and by a commit-
tee of the individuals presently in-
volved in the operation of the IPC
program for IPC business. Claims
will be handled by independent
claims administrators under the

supervision of Mutual Risk staff-
the same method by which claims
currently are processed on both
IPC and Anexco business.

"We will use Legion Insurance
for domestic policy issuance, rein-
suring a portion of the insured lia-
bility with Mutual Indemnity of
Bermuda," said Mr. Mulderig

"We have previously used about
30 carriers for our 160 IPC pro-
grams and this has meant that our
clients have been paying out three
times their IPC fee for policy is-
suance, even though we have done
all the work on structuring the
prograrns.

"With Legion, we should be able
to capture a lot of the revenues we
have had to give away in the past.
It also means that the IPC can be

expected to enjoy faster growth in
the future because we will not have

to scrap programs for which we
were unable to find a policy is-

suer," he said.
IPC program participants last

year paid premiums of $84 million
to U.S. insurers, 01 which about
$4.9 million represented fees
charged solely for the policy-issu-
ing services. Anexco placed about
$48 million with the U.S. insurers
during 1986.

According to Zutual Risk
projecti()ns, IPC Program revenues
will finish the year about $1 mil-
lion higher at $4.4 million with
operating income as $1.3 million.
By the end of next year, revenues
are expected to star_d at $5.9 mil-
lion and operating income at 12.6
million.

Anexco revenues are projected to

Markets

total $7.6 million by the end of
next year, up from a forecast of $5
million this year. In addition,
operating income is expected to
grow to $2.6 million from $1.5 mil-
lior in 1987.

New Gallagher office
Arthur J. Gallagher & Co.

opened a new office with 36 people
in downtown Chicago on Jan 4.

Gallagher had handled Chicago
business from its suburban Rolling
Meadows, Ill., headquarters, where
the company relocated from down-
town 12 years ago.

"-We need to be down here among
the ress of the brokers and the

markets," said Kent Nylson, presi-
dent of Arthur J. Gallagher Co. of
Chicago. "I am within a block and
a half of 60 markets we represent,"
he added.

Mr. Nelson, previously executive
vp of the Chicago branch, rec()m-
mended the move to Gallagher
management.

Gallagher, the eighth-largest
U.S. broker, still maintains offices
serving Chicago-area business in
Rolling Meadows and Downers
Grove.

Arthur J. Gallagher Co. of Chi-
cago's is located at 150 S. Wacker,
Chicago, Ill. 60606; 312-704-0100.

New HJF shareholder

Lloyd's of London broker Black-
wall Green Ltd. is the new major
shareholder in HJF International,

a Hamilton, Bermuda-based bro-
kerage, and HJF International Inc.,
a captive manager also based in
Hamilton.

Previously, Bain Clarkson Ltd.
was the major shareholder.

Under the new agreement, HJF
International/HJF Management
will work with Blackwall Green in

meeting the needs of clients in the
United States and London.

For example, when HJF places
reinsurance for a U.S. captive cli-
ent, increased capacity could be
secured through Blackwall Green,
according to Michael G. Foulger,
executive vp.

Other officers of HJF Interna-

tional/HJF Management are Geof-
frey A. Hunt, executive vp and Mi-
chael T.W. Jenkins, executive vp.

J.R.D. Green is chairman of

Continued on nert page
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Continued from previous page
Blackwall Green and H.C. Cham-
pion is deputy chairman.

HJF International/HJF Manage-
ment is located at 7 Reid St., Suite
402, Hamilton, Bermuda. HM11;
809-292-8411.

E/S brokerage
Leland Puryear and Allen Span-

genberg have formed A&L Insur-
ance Services Inc., an excess/sur-
plus lines brokerage in San
Francisco.

A&L places primary and excess
property/casualty insurance, spe-
cializing in hard-to-place risks
such as asbestos abatement con-
tractors, trade contractors, manu-
facturing, and earthquake differ-
ence in conditions.

Previously, Mr. Puryear was
branch manager of Black/White
Associates and Mr. Spangenberg
was vp at Pacific Western Inc.,
both in San Francisco.

For more information, contact

A&L Insurance Services, 300
Montgomery St., Suite 315, San
Francisco, Calif. 94104; 415-781-
3377.

Managed care firm
Four Washington-based health

care organizations have formed the
Good Health Plan of Washington, a
new managed care company that
began marketing a health mainte-
nance organization in November.

The HMO is available to employ-
ers with a minimum of 10 employ-
ees in King, Pierce, Snohomish,
Spokane and Thurston counties.
The plan's rates vary depending
on the specific characteristics of
each employer group.

The HMO is owned and operated
by four Washington hospitals: Sis-
ters of Providence in Seattle and
Spokane; Franciscan Health Sys-
tems in Tacoma; and Dominican
Health Services in Spokane.

For more information, contact
Morrie Elmer, marketing director,

Good Health Plan of Washington,
P.O. Box 21329, Seattle, Wash.
98111; 206-343-5931.

Ranger joins PLIA
Ranger Insurance Co. of Hous-

ton is rejoining the Pollution Lia-
bility Insurance Assn. effective
Jan. 1.

Ranger becomes the 20th mem-
ber of PLIA, a pool providing pol-
lution reinsurance to members.

Three companies joined PLIA in
1987: American Agricultural In-
surance Co. of Park Ridge, Ill.;
Modern Service Insurance Co. of
Arden Hills, Minn.; and Central
Mutual Insurance Co. of Van Wert,
Ohio.

"We're delighted Ranger has re-
joined the association," said PLIA
President Thomas E. Knowlton.
"Its membership gives PLIA even
greater capacity to provide vital
pollution coverage."

Ranger had left the pool in 1985,
a PLIA spokesman said.

You can
count thedays

ittakesus
topayyour claims

on one hand.
That's our policy. Five days after confirmation of damages and

coverage, your check is on its way. Because we're American Re.
And we make prompt payments a reality.

We've committed a higher percentage of our resources to
claims service programs than any other reinsurer. Exclusive
programs in Arson Identification and Prevention. Massive Injury
Management Catastrophe Management Litigation Management

Come to American Re. We're everything we claim to be.

American Re-Insurance Company
One Liberty Plaza, 91 Liberty Street, New York, NY 10006 (212) 618-7000

Atlanta · Boston · Chicago · Columbus · Dallas
Hartford · Kansas City · Los Angeles · Minneapolis · New York · Philadelphia · San Francisco

Bogota · Cairo · London · Melbourne · Montreal · Santiago · Singapore · Sydney · Tokyo · Toronto
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PLIA is located at 1333 Butter-
field Road, Suite 100, Downers
Grove, Ill. 60515; 312-969-5300.

HMO group expands
Ochsner Health Plan in New Or-

leans and Baton Rouge, La., has
joined The HMO Group, a national
alliance of independent group
practice health maintenance orga-
nizations.

The Ochsner Health Plan, a fe-
derally qualified plan that began
operating in May 1985, has 50,000
enrollees. The plan is affiliated
with the Ochsner Clinic in New
Orleans.

Established in 1984, The HMO
Group has 13 members that can
take advantage of shared purchas-
ing and marketing opportunities.
In addition, The HMO Group
allows enrollees of one HMO to use
the services of other member
HMOs at no cost when traveling.

Other activities of The HMO

Group include creation of an off-

Practice.

Health Care Plan in Buffalo, N.Y.;

Thornton Health Plan in Nashua,
N.H.; Prime Health in Kansas City,
Mo.; Rhode Island Group Health
Assn. in Providence, R.I.; and
Rutgers Community Health Plan in
Somerset, N.J.

The HMO Group is located at
1 World's Fair Drive, Somerset,
N.J. 08873; 201-469-0860.

American General
Houston-based American Gen-

eral Corp. is consolidating the
Nashville, Tenn., operations of Eq-
uitable Life Insurance Co. with
those of American General Life &
Accident Insurance Co.

Equitable Life was acquired by
American General in 1984 and re-
cently relocated to Nashville from
McLean, Va.

The newly realigned manage-
ment team will be: Carroll D.
Shanks, chairman, president and
chief executive officer; James R.
Tuerff, vice chairman; Leo Lebos
Jr., executive vp-finance; Robert S.
Marcotte, executive vp and chief
marketing officer; and William B.
Pardue, executive vp-administra-
tion.

Transamerica offices
Los Angeles-based Transamerica

Insurance Group, which purchased
Burbank, Calif.-based Fairmont
Insurance Co. in May 1986, has
begun consolidating offices.

In San Diego, Sacramento and
Fresno, Calif., San Antonio, Texas,
and Denver, where there are both
Transamerica and Fairmont of-
fices, the two companies will share
office space, although they will re-
main operationally distinct.

Fairmont will continue to act as

the workers compensation special-
ist arm of Transamerica.

Mergers/acquisitions
Marsh & McLennan Cos. Inc.

has completed its acquisition of
Temple, Barker & Sloane Inc.,
the Lexington, Mass.-based man-
agement consulting firm.

Transamerica Insurance
Group of Los Angeles has com-
pleted its acquisition of Commer-
cial Risk Underwriters Insur-

ance Co., a specialty treaty
reinsurer in Stamford, Conn.

Regency Equities Corp. in
Omaha, Neb., and KCP Holding
Co. in Rancho Dominguez, Calif.,
have signed a letter of intent to
merge. KCP is a holding company
whose principal subsidiary is the
National American Insurance Co.
of California, a workers compensa-
tion and commercial property/ca-
sualty insurer. Regency is a hold-
ing company of mortgage
investments and the Equities Rein-
surance Co. in Omaha.

Security Trust Life Insurance
Co. of Macon, Ga., a subsidiary of
Southlife Holding Co. of Nashville,
Tenn., has entered into a reinsur-
ance agreement to sell a block of
funeral plan insurance to Cham-
pion Life Insurance Co. of Dallas
for $7.6 million.

New offices

Adams, Clay Insurance has
moved its office to 601 S. Glenoaks
Blvd., Suite 300, Burbank, Calif.
91512,818-840-8292. I
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eCase
ofthe

Ovtumed
Oane

The operator hoisted the load and
began to swing the boom. Suddenly; one of
the outriggers lifted up, and the crane over-
turned. The operator was killed attempt-
ing to exit the unit during the overturn.

But was the crane at fault?

Countrywide was called in. Our investiga-
tion included weighing the load and ques-
tioning witnesses to discover the true
cause of the accident: The operator had
not determined the weight of the load,
which contributed to the overturn. And,
instead of dropping the unwieldy load when
the crane began to tip, he swung the boom
even faster, causing the overturn. Litiga-
tion against the crane manufacturer- our
client-wasdropped.

Investigations are only the beginning
of our services co major self-insured man-
ufacturers. We also recommend defense
attorneys and expert witnesses to assist
counsel and support your case. Computer-
ized claim statistical data is also provided.

Unlike some insurance investigators,
we're not settlement oriented. Our concern
is to help you defend the integrity of
your product.Please write down our 
phone number We'll follow 
every clue to help solve your most complex cases.

Cour#ywkk
56*be$

Corporabon
Specializing in product

liability claims management.
11933 Westline Drive, St. Louis. MO 63141, 314/878-3306

Datebook
JAN. 7-8. Seventh Annual Occupational fice of Extension and In-service Programs, 3500
Health Nursing Principles and Certification S. Figueroa St., Suile 202, Los Angeles, Calif.
Review Course in New Orleans, sponsored by 90007; 213-743-6523.

the Occupational Health Consulting division of
Fireman's Fund Risk Management Services Inc.; JAN. 20. Health Care in the '80 and '90s:

$275. Also Feb. 4-5 in Torrance, Calif.; Feb. What Employers Want workshop in New York
18-19 in Schaumburg, Ill.; March 34 in Arling- City, sponsored by Health Research Institute;
ton, Va.; and March 17-18 in Cambridge, Mass. $495. Also March 21 in Atlanta and May 18 in
Annette B. Haag, Director, Occupational Health Chicago. Workshop coordinator, Heallh Re-
Consulting, Fireman's Fund Risk Management search Institute, 1600 S. Main Plaza, Suite 170,

Services Inc., 4040 Civic Center Drive, Rafael, Walnut Creek, Calif. 94596; 415-676-2320.

Calif. 94912; 415-492-4708.
JAN. 20-21. Second Annual Legislative Con-

JAN. 12-15. The Second Annual National ference in Washington, D.C., sponsored by the
Conference on Industrial Loss Prevention Self-Insurance Institute of America Inc., $125
and Control in Orlando, Fla., sponsored by the for SIIA members; $175 for non-members. Kevin
International Society of Fire Service Instruc- Shein, Self-Insurance Institute, P.O. Box 15466;
lors; $785 for ISFSI members and sponsors; Santa Ana, Calif. 92705; 714-261-2553.

$875 for all others. International Society of Fire
Service instructors, 20 Main S.., Ashland. Mass.
01721; 617-881-5800.

JAN. 13. New ISO Commercial Property and
Commercial General Liability Forms se-
minar in Briarcliff Manor, N Y., sponsored by
the Westchester Chapter of the Society of Char-
tered Property & Casualty Underwriters; $25.
Jerome Trupin, 170 Hamilton Ave., White
Plains, N.Y. 10601; 914-949-4810.

JAN. 13. Customer Service for Insurance

course in New York City, sponsored by The Col-
lege of Insurance; $195 for -ollege sponsors;
$245 for non-sponsors. Professional Develop-
ment Programs, The College of Insurance, 1 In-
surance Plaza, 101 Murray St, New York, N.Y.
10007; 212-962-4111.

JAN. 14-15. Insurance, Excess and Reinsur-
ance Coverage Disputes seminar in New York
City, sponsored by Practising Law Institute;
$450; $45 for course handbook only. Also Jan.
28-29 in San Francisco. Practising Law Insti-
tute, 810 Seventh Ave., New York, N.Y. 10019;
212-765-5700.

JAN. 20. Managing and Controlling Asbestos
Contamination/Exposure ccurse in Los An-
geles, sponsored by the University of Southern
California's ,Institute of Safety and Systems
Management; $160. Univensily of California, In-
stilute of Safely and Systems Management, Of-

JAN. 21-22. Transportation of Hazardous
Materials/Waste course in Los Angeles, spon-
sored by the University of Southern California's
Institute of Safety and Systems Management;
$265. University of California, Institute of
Safety and Systems Management, Office of Ex-
tension and In-service Programs, 3500 S. Fi-
gueroa St., Suite 202, Los Angeles, Calif. 90007;
213-743-6523.

JAN. 20-21. Pension and Welfare Benefits in

Bankruptcy seminar in New York City, spon-
sored by the Practising Law Institute; $425, $45
for course handbook only. Practising Law Insti-
lute, Department 8A-105, 810 Seventh Ave.,
New York, N.Y. 10019; 212-765-5700, extension
271.

JAN. 25-26. Hawaii-The U.S. Offshore A:ter-

native conference, sponsored by the state of
Hawaii, organized by Tillinghast, a division of
Towers, Perrin, Forster & Crosby; $50 for Jan.
25 captives briefing; $300 for conference. Con-
ference Director, Tillinghast, 722 Post Road,
Darien, Conn. 06820, 714-553-1277.

JAN. 25-29. Hazardous Materials: Handling
and Disposal course in Los Angeles, sponsored
by the University of Southern California's Insti-
tute of Safely and Systems Management; $735.
University of Southern California, Institute of
Safety and Systems Management, Office of Ex-
tension and In-service Programs, 3500 S. Fi-

TH E

gueroa St., Suite 202, Los Angeles, Calif. 90007;
213-743-6523.

JAN. 27. Health in the 100th Congress: The
Second Session conference in Washington, co-
sponsored by the Washington Business Group on
Health and the National Assn. of Manufacturers

in conjunction with the Women in Government
Relations Health Task Force; $40 for WBGH,
NAM or WGR members; $50 for non-members.
Sherri Farris, Washington Business Group on'
Health, 229 42 Pennsylvania Ave. S.E., Washing-
ton, D.C. 20003; 202-547-6644.

JAN. 27-28. The Risk Retention Act of 1986-

Opportunity or Anarchy? symposium in Rose-
mont, 111., co-sponsored by the Society of Char-
lered Properly & Casualty Underwriters Excess/
Suprlus/Specialty Lines Section and the Na-
tional Assn. of Professional Surplus Lines
Offices; $200 for Society of CPCU members;
$250 for non-members. Mari Jennings, Profes-
sional Services Coordinator, Society of Char-
lered Property & Casualty Underwriters, Kahler
Hall, 720 Providence Road, CB#9, Malvern, Pa.
19355;215-251-2741.

JAN. 27-28. Persuasive Selling Skills for
New Agents and Brokers course in New York
City, sponsored by the College of Insurance;
$395 for college sponsors; $445 for non-spon-
son. Professional Development Programs, The
College of Insurance, 1 Insurance Plaza, 101
Murray St., New York, N.Y. 10007; 212-962-
4111.

JAN. 27-29. Fifth Annual Atlanta Risk Man-

agement Educational Conference sponsored
by the Atlanta Capter of the Risk & Insurance
Management Society; before Jan. 13: $100 for
RIMS members, $115 for non-members, $25
for students; after Jan. 13: $125 for RIMS mem-
bers, $140 for non-members, $25 for students.
George Netherton, The Coca-Cola Co., P.O.
Drawer 1734, Atlanta, Ga. 30301: 404-676-
7032.

JAN. 27-29. Health Agenda 1988 conference in
Washington, D,C., co-sponsored by the Wash-
ington Business Group on Health and the Na-
tional Assn. of Manufacturers, $475 for WBGHJ
NAM members; $575 for non-members. Ellen
Menton, Washington Business Group on Health,
22945 Pennsylvania Ave. S.E., Washington, D.C.
20003;202-547-6644.

Continued on next page
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"Being independent doesn't mean you're alone. It
just means you're flexible to shop for the company

that will work for you. That's why we use
Northfield. Northfield shows tremendous flexibility

and creativity in their underwriting skills. They
underwrite consistently because they choose

carefully. That's how they maintain their strong
financial rating and stability. Their staying power

produces a profit for me, too. I rely on their
professional know-how."

- Art Travis, Travis-Pedersen and Associates, /na
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a part of the Northland Group

NNorthlandInsurance Companies
St. Paul, Minnesota
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JAN. 28-29. *Preventive Defense' and the

Product Liability Case seminar in Phoenix,

Ariz., sponsored by the Defense Research Insti-
tute Inc., $395 for DRI members; $415 for non-
members. Defense Research Institute Inc., 750
N. Lake Shore Drive, Suite 500, Chicago, Ill.
50611,312-944-0575.

FEB. 1. Human Factors in Loss Control

course in New York City, sponsored by The Col-
lege of Insurance; $195 for college sponsors;
$245 for non-sponsors. Professional Develop-
ment Programs, The College of Insurance, 1 In-
:urance Plaza, 101 Murray Sl., New York, N.Y.
10007; 212-962-4111.

FEB. 1-2. Hazardous Waste Management of
Small Generators course in Loss Angeles,
sponsored by the Institute of Safety and Systems
Management, University of Southern California;
$160. Institute of Safely and Systems Manage-
Tnent, University of Southern California, 3500 S.,
Figueroa St., Suite 202, Los Angeles, Calif.
90007,213-743-6523.

FEB. 1-2. Consolidation in Managed Care
conference in St Petersburg, Fla., co-sponsored
by the American Medical Care & Review Assn,
Ernst & Whinney and Epstein, Becker & Green
P.C.; $550 for members; $650 for non-members.
American Medical Care & Review Assn., 5410
Grosvenor Lane, Suite 210, Bethesda, Md.
20814; 301-493-9552.

FEB. 1-3. 16th Annual Professional Develop-

ment Course in College Station, Texas, co-
sponsored by Region III of the American Society
of Safely Engineers and the Texas sections of
the American Industrial Hygiene Assn.; $100.
Ken Coughran, 512-853-0171.

FEB. 4. Brief Reinsurance course in Chicago,
sponsored by The College of Insurance; $195 for
college sponsors; $245 for non-sponsors. Profes-
sional Development Programs, The College of
Insurance, 1 Insurance Plaza, 101 Murray St.,
New York, N.Y. 10007; 212-962-4111.

FEB. 4. Risk Management: Managing for
Long-Term Goals in a Short-Term Environ-
ment seminar, sponsored by the Minnesota

chapter of the Risk & Insurance Management
Society; $55. Mary Freathy, 612-540-5350.

FEB. 4-5. Negotiating, Pricing and Structur-
ing Casualty Insurance and Reinsurance

conference in New York City, sponsored by Ex-
ecutive Enterprises Inc., $895, $795 for addi-
tional registrants from same organization. Exec-
utive Enterprises Inc., 22 W. 2 lst St., New York,
N.Y. 10010-6904; 800-223-0787; 800-831-8333
within New York.

FEB. 11-12. Back Injury Prevention course in
Los Angeles, sponsored by the Institute of
Safety and Systems Management, University of
Southern California; $280. Institute of Safety
and Systems Management, University of South-
ern California, 3500 S. Figueroa St., Suite 202,
Los Angeles, Calif. 90007; 213-743-6523.

FEB. 15. Communications/Education Work-

shop in Los Angeles, sponsored by Health Re-
search Institute; $250. Health Research Insti-
tute, 1600 S. Main Plaza, Suite 170, Walnut
Creek, Calif. 94596; 415-676-2320.

FEB. 16-11. Health Care Cost Containment

Workshop in Los Angeles, sponsored by Health
Research Institute; $495. Also March 22-23 in
Atlanta, April 7-8 in San Francisco, April 18-19

in New York City, May 19-20 in Chicago, June
15-16 in Dallas and June 21-22 in San Antonio,
Texas. Workshop coordinator, Health Research
Institute, 1600 S. Main Plaza, Suite 170, Walnut
Creek, Calif. 94596; 415-676-2320.

FEB. 17-18. The Fourth Annual London Mar-

ket Conference in London, sponsored by the
Insurance & Reinsurance Research Group Ltd.;
360 pounds plus 15% VAT (approximately $646);
320 pounds plus 15% VAT (approximately $574)
for additional registrants from same company.
[nsurance & Reinsurance Research Group Ltd.,
Bridge House, 181 Queen Victoria St., London
EC4V 4DD; 01-236-2175.

FEB. 17-19. Captive Insurance Companies
workshop in London, sponsored by the Risk &
insurance Research Group Ltd.; 494.50 pounds
[approximately $888). Risk & Insurance Re-
search Group Ltd., 4 Henrietta Sl., Covent Gar-
den, London WC2E BPS; 01-846-0614.

FEB. 18. Pollution Update-Insurance, Liabil-
ity & Regulations workshop in New York City
sponsored by the Society of Chartered Property
& Casualty Underwriters; $145 for members;
$165 for non-members. Mari Jennings, Profes-
sional Services Coordinator, Society of CPCU,
Kahler Hall, 720 Providence Road, CB#9, Mal-
vern, Pa. 19355; 215-251-2741.

FEB. 18. Pollution Update: Insurance Lia-
bility and Regulations workshop in New York
City, sponsored by the Society of Chartered
Property & Casualty Underwriters; $130 for So-
ciety of CPCU members, $160 for non-members.
Mari Jennings, Professional Services Coordina-
toi·, Society of Chartered Properly & Casualty
Underwriters, Kahler Hall, 720 Providence
Road, CB#9, Malvern, Pa. 19355; 215-251-2735.

FEB. 18. Advanced Cost Containment Work-

Shop in Los Angeles, sponsored by Health Re-
search Institute; $250. Workshop coordinator,
Health Research Institute, 1600 S. Main Plaza,
Suite 170, Walnut Creek, Calif. 94596; 415-676-
2320.

FEB. 18-19. Video Display Terminal Safety
course in Los Angeles, sponsored by the Insti-
tute of Safety and Systems Management, Uni-
versity of Southern California; $265. Institute of
Safety and Systems Management, University of
Southern California, 3500 S. Figueroa St., Suite
202, Los Angeles, Calif. 90007; 213-743-6523.

FEB. 18-19. Substance Abuse and the Work-

place seminar in Reno, Nev., co-sponsored by

ciety of Safety Engineers and St. Mary's Health
Care Corp.; $85 for ASSE members; $60 for stu-
dents. Randy Wasserman, American Society of
Safety Engineers/Sierra Nevada Chapter, P.O.
Box 21311, Reno, Nev. 89515; 702-885-4085.

FEB. 18-19. Eighth Annual Southern Securi-
ties institute in Miami, sponsored by the
American Law institute-American Bar Assn.

Committee on Continuing Professional Educa-
lion; $375; $85 for course book only. Profes-

sional Education, Registrar, ALI-ABA, 4025
Chestnut St., Philadelphia, Pa. 19104.

FEB. 19. Assessing Vendors Workshop in Los
Angeles, sponsored by Health Research Insti-
lute; $250. Workshop coordinator, Health Re-
search Institute, 1600 S. Main Plaza, Suite 170,
Walnut Creek, Calif. 94596; 415-676-2320.

FEB. 24-26. lath Annual Enrolled Actuaries

Meeting in Washington, D.C., so-sponsored by
the Conference of Acluaries in Public Practice

and the American Academy of Actuaries; by
Dee. 31: $250; after Dec. 31, registration space
permitting: $350. Mildred Prioleau, Convention
Manager, American Academy of Actuaries, 1720

the Sierra Nevada chapter of the American So-

I St. N.W., Seventh Flocr, Washington, D.C.
20006; 202-223-8196.

FEB. 24-26. Occupational Health Nursing:
Basic Theory and Update course in Los An-
geles, sponsored by the Institute of Safety and
Systems Managemenl, University of Southern
Cali fornia; $405. Institute cf Safely and Systems
Management, University of Soclhern California,
3500 S. Figueroa St., Suite 202, Los Angeles,
Calif. 90007; 213-743-6523.

MARCH 2-4. Captive Insurance Companies
conference in Brussels, Belgium, sponsored by
Management Centre Europe; 64,100 Belgian
francs ($1,833) for members; 72,000 Belgian

francs ($2,059) for non-members. Management
Centre Europe, Rue Caroly 15, B-1040, Brussels,
Belgium 32/2/516.19.11.

MARCH 3-5. Business Reorganizations

Under the Bankruptcy Code eourse in Tampa,
Fla., sponsored by the American Law Institute-
American Bar Assn. Committee on Continuing
Professional Education, $400, $40 for course

book only. Professional Education, Registrar,
ALI-ABA, 4025 Chestnut St., Philadelphia, Pa.
19104.

NCE

MARCH 7-9. Designing a Flexible Benefits

Program workshop in San Francisco, sponsored
by the American Management Assn. Human Re-
sources Division; $745 for AMA members; $850
for non-members; $90 discount if three or more

registrants from same organization. Also April
20-22 in Washington, D.C. American Manage-
ment Assn., P.O. Box 319, Saranac Lake, N.Y.

12983; 518-891-0065.

MARCH 7-9. International Benefits Confer-

ence in San Francisco, sponsored by the Inter-
national Foundation of Employee B€nefit Plans;
before Jan. 22: $560 for IFEBP members, $635
for non-members; after Jan. 22: $605 for IFEBP
members, $680 for non-members. Registration
Department, International Foundation of Em-
ployee Benefit Plans, P.O. Box 69, Brookfield,
Wis. 53008-0069; 414-786-6700.

MARCH 10-11. Ninth Annual Petroleum In-

surance Conference in Dallas, co-sponsored by
Self-Insurance Resource Inc. and Professional

Development institute; $495. Professional De-
velopment Institute, North Texas State Univer-
sity, P.O. Box 13288, NT Station, Denton, Texas
76203-3288; 800-433-5676; 817-565-2483 within
Texas.
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MARCH 21. Communications/Education and

Advanced Cost Containment Workshops in
Atlanta, sponsored by Health Research Insti-
tute; $250. Also March 24 in Atlanta, April 6 in

San Francisco, April 20 in New York City, May

18 in Chicago, June 17 in Dallas and June 20 in
San Antonio, Texas. Health Research Institute,

1600 S. Main Plaza, Suite 170, Walnut Creek,

Calif. 94596; 415-676-2320.

APRIL 12-13. Ergonomics and Job Modifica-

tions course in Long Grove, Ill., sponsored by
the National Loss Control Service Corp.; $350.
Also May 24-25, Sept. 20-21. National Loss
Control Service Corp., K-3, Long Grove, Ill.

60049-0075. 

The Datebook is compiled from notices sent to
Business insurance. Notices should be sent at

least eight weeks in advance to Datebook, Busi-
ness Insurance, 740 N. Rush St., Chicago, Ill.
60611-2590. Please include the price, if any, of
the meeting and information on registration for
interested readers. Business Insurance reserves

the right to select meetings of most interest to its
readers and cannot guarantee that notices will
be printed.
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M&M establishes office of the chairman
New York-basad Marsh &

McLennan Cos. Inc. has formed an

office of the chairman consisting cf
Frank J. Tasco, ehairman and
chief executive officer, A.J.C.
Smith, president, and Robert J.
Newhouse Jr., whe is expected to
be elected vice chairman at the

next board meeting. Mr. Newhouse
presently is chairman of Marsh &
McLennan Inc., the insurance bro-
kerage unit of M&M.

Robert Clements, president of
M&M Inc., will succeed Mr. Ne-
as chairman of M&M Inc. David D.

Holbrook will succeed Mr. Clem-
ents as president of M&M Inc.

In other broker changes:
Richard L. Wellner named

president of United International
Brokers in Braintree, Mass., a
newly launched brokerage that
formerly was a subsidiary of The
MBA Group (BI, Dec. 14). Mr.
Wellner was resident manager and
vp of the Boston c ffice of Jardine
Insurance Brokers before joining
MBA.

Lawrence W. Sullivan named

senior vp of United International
Brokers. Previously, Mr. Sullivan
was president and chief €xecutive
officer of the Bostin office of Cor-
roon & Black of Massachusetts Inc.

James T. Pearson joined
Greene-Hazel & Associates Inc. in

Jacksonville, Fla., as vp and part-
ner. Prior to joining Greene-Hazel,
Mr. Pearson served as vp with

AUTOPUEM

Comings & goings: industry

Marsh & McLennan Inc. in Jack-
sonville, Fla.

Kathryn R. Hines elected presi-
dent of Ingham, Coates & Payne.
She will succeed Robert E. Coates

Jr., who was elected chairman. Ms.

Hines joined the company in 1968
and has held a variety of manage-
ment positions. Mr. Coates has
served as president since 1969.

Robert B. Phillips Jr., Michael
T. Kohlenstein and John W.

Doetzer elected vps of Consoli-
dated Insurance Center Inc. in Bal-

timore. Previously all three men
were account executives.

At the Nobel Insurance Agency
in Dallas, Ralph C. Hamm Jr. ap-
pointed president. Mr. Hamm was
president of the Ralph Hamm In-
surance Group, a Dallas agency
founded in 1926. Mr. Hamm's

agency specialized in oil and gas
risks. In 1985, The Ralph Hamm
Insurance Group was merged into
the Crump Cos. Mr. Hamm then
became president of Crump's na-
tional energy unit, Crump Energy
Risks Inc. After Crump was ac-
quired by Fred S. fames Inc. in late
1986, Mr. Hamm served as senior
vp for James, prior to joining
Nobel.

Thomas W. Patrick Jr. named

profit center manager of the Fcrt

Lauderdale, FIa., cffice of Fred S.
James & Co. Inc. Mr. Patrick, who
joined James in 1984, will be re-
sponsible for directing and coor-
dinatins all sales, client service
and administrative activities o.' the

Fort Lauderdale oifice. Previously,
Mr. Patrick was profit center man-
ager of the West Palm Beach, Fla.,
office )f James.

Herbert L. Decuers joined
Boger & Reid. a r.tail and whole-
sale broker in Atlanta, as senior
vp. For the past four months Mr.
Decu€rs was divisional president
of J. Smith Lanier Inc. in West

Point. Ga. Prior to that, he was
Jacksonville, Fla., branch manager
of Poe & Associates Inc.

J. Ronald Ellis has been pro-
moted to president and chief exec-
utive officer of Corroon & Black of

Nashville Inc. from vp and chief
operating officer.

HMOs/PPOs

Joseph D. Strahan named vp of
operations at MCC Cos. Inc., a
Minneapolis-based provider of
mental health and substance abuse
delivery systems for health mainte-
nance organizations, preferred
provider organizations and self-in-
sured Dompanies. Previously, Mr.

It's the Ansul AutoPulse 2000 fire control system featuring
our exclusive new TaikThru voice alarm option. A remark-
able system that calmly and clearly talks people step-by-
step through a fire emergency, providing them with concise
fire condition status messages. The AutoPulse 2000
system can also be programmed to alert your local fire
department, shut down equipment, trigger the actua-
tion of an Ansul Halon 1301 fire suppression system and
perform a host of other functions. So in addition to being
smart, itt also versatile. Economical. And a smart
addition to any haion system specification.

For more information -and the name of your nearby
Ansul Systems Man-call

1-800=346=3626.
3:30 A.M.-5:30 PM. E.S.T.

Marinette, WI 54143

Str:han was director of develop-
ment at MCC.

Insurers

William E. Thiele appointed se-
nior executive vp cf The Continen-
tal Corp. in New York. Mr. Thiele
wilf be responsible for most of the
company's prop- .
erty/casualty op-erations. He will -
direct the newly '
reorganized

I I
agency and bro-
kerage group, the
marine and in- - =/
ternational

group and the
special opera-
tions group. The Mr. Thiele

company's rein-
surance operations also will report
to Mr. Thiele. Most recently, Mr.
Chiele was corporate executive vp
and president of the brokerage and
special operations group He joined
Continental in 1963, and five years
later moved to General Reinsurance

Corp., where he became senior vp of
casualty facultative business. He re-

joined Continental in 1983.
In addition, Continental also an-

ncunced the heads of its newly reor-
ganized operating groups are: Fre-
dric G. Marziano, corporate
executive vp and president of the
agency and brokerage group;
George S. Zacharkow, president

FIRE

of the marine and international

group; and Wayne H. Fisher, presi-
dent of the special operations
group.

In other insurer changes:
Edward K. Trowbridge will

succeed John J. (Mike) Mack-
owski as chairman and chief exec-
utive officer of Atlantic Mutual In-

surance Co. in New York, when Mr.
Mackowski retires in June 1988.

Kenneth J. Gorman will replace
Mr. Trowbridge as president and
chief operating officer.

Caleb L. Fowler elected execu-

tive vp of CIGNA Corp. in Phila-
delphia and president of its prop-
erty/casualty group. Effective Jan.
1, Mr. Fowler will succeed Wilson
H. Taylor, who will become
CIGNA's vice chairman and chief

operating officer.
Raymond F. Marine appointed

president and chief operating offi-
cer of International Marine Un-

derwriters, a New York-based di-
vision of Crum & Forster

Commercial Insurance. Previously,
Mr. Marine was vp-hull and ma-
rine liability underwriting. He
joined IMU in 1983 as assistant vp.

William B. Wallace elected pres-
ident and chief operating officer of
Home Life Insurance Co. in New

York, effective Jan. 4. Mr. Wallace
succeeds Kenneth C. Nichols, the
company's president and chief exec-
utive officer since 1981, who was

Continued on nezt page
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Continued from previous page
elected chairman and will retain

the title of CEO. Mr. Wallace pre-
viously served as manager of Home
Life's Washington, D.C., sales
agency since 1966.

At State Mutual Life Assurance

Co. of America in Worcester,
Mass., Albert W. Buckbee II

elected vp-group pension plans,
and Phillip E. Soule appointed
vp-group life and health insurance.
Previously, Mr. Buckbee was re-
gional sales vp of the company's
Northeast region while Mr. Soule
was vp-group benefit plans.

Charles A. Taylor Jr. appointed
vR-LP gas products in the liquified
petroleum gas division of The
Nobel Insurance Group in Dallas.
Nobel recently raised $8 million in
capital for and has begun imple-
menting an LP gas industry-owned
risk retention group, which Mr.
Taylor will head. Previously, Mr.
Taylor was vp and product man-
ager for the LP-gas division of
Ranger Insurance Group in Hous-
ton.

Also at the Nobel Insurance

Group in Dallas, Kenneth D.
Minter appointed vp-under-
writing. Mr. Minter will oversee all
property/casualty underwriting

and customer service operations
for Nobel. Mr. Minter was formerly
president of Ruble & Associates
Inc., a property/casualty insurer in
San Antonio, Texas.

Victor N. Daley recently joined

the Zurich-American Insurance

Cos. in Schaumburg, Ill., as head of
the corporate development divi-
sion. Mr. Daley will head the com-
pany's planning, communications
and human resources departmints.
Mr. Daley was previously senior
vp-human resources at Crum &
Forster Corp. in Morristown, N.J.

Daniel P. Neary elected vp and
area director of group under-
writing at Mutual of Omaha in Ne-
braska. Previously, Mr. Neary was
second vp.

Roger L. Prickett named vp of
The North River Insurance Co. in

Basking Ridge, N.J., a Crum & For-
ster unit. For the past 25 years, Mr.
Prickett has worked for Liberty
Mutual Insurance Group, most re-

cently as director of specialty
claims in Boston.

Patrick W. Kenny appointed to
the newly created position of se-
nior vp-finance at Aetna Life &
Casualty Co. in Hartford, Conn.
Currently, Mr. Kenny is a partner
and director of insurance profes-
sional practices at Peat Marwick
Main & Co. He will join Aetna Jan.
1

Frank Palotta appointed presi-
dent and chief operating officer of
New York Marine Managers Inc.
Mr. Palotta replaces Terence N.
Deeks who was named chairman
and chief executive officer. Mr

Palotta joined New Ydrk Marine
Managers in October 1987 as exec-
utive vp.

ANS H- 00 SYSTEM
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Donald J. Kenyon, Jeffrey F.
Johnson and John D. Ormerod

appointed vps of Zurich Insurance
Co-U S. Branch in Schaumburg,

Ill. They also were elected vps of
American Guarantee & Liability
Life Insurance Co. In 1985, Mr.
Kenyon was named director of lia-

bility claim operations at Zurich-
U.S., which is a unit of Zurich-
American Insurance Cos. Mr. John-

son joined Zurich-American in
1984 as senior head office claim

attorney. Mr. Ormerod joined
Zurich-American in 1984 as man-

ager of international operations

e new Ansul H4000 System. t simply won't give up on a
fire. The H4000 is the only system we know that's capable
of discharging Halon 1301 into a protected area not once but
fourtimes. So if a fire breaks out, the system responds.
And if the fire reflashes, the system responds. Etc. Etc. This
remarkable talent makes the Ansul H4000 System perfect
for protecting small areas where pesky fires occur Like wet
benches or computer equipment or well, you name it. If the
situation calls for a small, smart and very stubborn system,
call for an Ansul H4000 System.

For more information and the name of your nearby Ansul
Man call

1-800-346-3626.
8:30 AM.-5:30 RM.E.S.I
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and was later appointed regional
vp and manager of the Manhattan
Special Risk region.

James H. Brazill appointed vp
and general manager of the Brea,
Calif., office of The Home Insur-

ance Co. Mr. Brazill joined The
Home in 1980 as marketing man-
ager of the Atlanta office. Most re-
cently he was general manager of
the Birmingham, Ala., office.

Arthur N. Dickerson elected to

the newly created position of vp-

compensation and benefit's at
Provident Life & Accident Insur-

ance Co. of America in Chatta-

nooga, Tenn. Previously, Mr. Dick-
erson was vp-corporate
development.

David Engles promoted to vp-

to his promotion.

Marine Management Inc., the U.S.

manager of casualty underwriting.

Every week your prospects turn to Business Insur-
ance for the latest news in the industry. They also

turn to Bl's Insurance Services Guide to learn

about companies that supply the products
and services they need.

Insurance Services Guide is especially de-
signed to provide small space advertisers
with a clutter free, highly visible environ-
ment each and every week. When It comes

to small space advertising no one delivers
the impactand visibility that 81 does.

Call Margaret Hikido today for ad rates and
space reservations: (312)649-5340.

ervices guide
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In 1914, when the Panama Canal was finally carved out b
Two oceans joined at Panama. Men had dreamed of it for centu-

iies. But it wasn't until 1904 that engineers began successfully carving
out the dream from the land. Three years later, chief engineer
George W Goethals led the way. It took over $352 million and ten
years to complete. And when the first ship steamed through the
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canal, Allendale had been setting a steady course for 79 years.
In fact, former Allendale presidentJohn R. Freeman, himself

an engineer, served as consultant during the construction of
the canal.

Today at Allendale, we continue to shape the history of
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loss control with engineering, training, research and testing,
responsiveness and fairness in the way we do business.

Throughout the years we've been more than an ordinary
insurance company. Commitment to our insureds goes well
beyond the property coverages we provide.
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andale's engineers had been cutting losses for 79 years.
After a century and a half, that part ofour philosophy is not

about to change Allendale Insurance, RO. Box 7500,Johnston,
Rhode Island 02919.

Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.
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Continued from page 21
Mr. Matteo succeeded Robert A.

Alpegiani Sr. who was promoted
to vp and senior product line spe-
cialist-casualty underwriting.

Donald Chapman, vp-commer-
cial lines, promoted to senior vp at
SAFECO Corp. in Seattle.

David C. Footman named vp

and director of marketing at
Golden State Mutual Life in Los

Angeles. Mr. Footman directs a
new marketing department re-
cently formed at Golden State.
Previously, Mr. Footman was mar-

keting manager for Kal Kan Foods
Inc. in Los Angeles.

Charles J. Lima named regional
vp-agencies of The Manhattan Life
Insurance Co. in Cincinnati. Mr.

Lima joined the company after
running his own insurance crgani-
zation for 13 years.

At Berkshire Life Insurance Co.

in Pittsfield, Mass., Craig V. Cus-
son, vp-policyowners service,
elected senior vp-customer ser-
vices; and Richard C. Levy, vp
and controller, elected senior vp-
corporate services; and David L.
Kalib, general counsel, elected vp
and general counsel.

Bernie Printz appointed execu-
tive vp of Allied Management Ser-
vices in Santa Clara, Calif. Pre-
viously, Ms. Printz was president
of Commercial & Industrial Ad-

ministration Co., a unit of Allied
that provides third-party adminis-
tration services.

Reinsurance

Roger J. Cunninghan ap-
pointed senior vp and director of
treaty operations and Gerard A.
Dugan appointed senior vp and
director of claims at Skandia

r r

F F

America Group in New York. Mr.
Cunningham joined Skandia
America's treaty department as vp
in March 1986. He was formerly vp
of treaty services for American Re
in New York. Mr. Dugan has man-
aged Skandia America's claim op-
erations since 1985 when he was

named vp.
Also at Skandia America Group

in New York, Steven J. Bensinger
joined as senior vp and chief finan-
cial officer. Previously Mr. Ben-
singer was a partner in the New
York office of Coopers & Lybrand.

Frank J. Discenza joined
O'Connor Associates Ltd., a Saddle
Brook, N.J., reinsurance interme-
diary, as director and account ex-
ecutive. Mr. Discenza was recently
vp and senior account executive at
Wilcox Inc. in New York.

David Rotchadl named vp-di-
rect facultative at NWNL Reinsur-

ance Co. in Minneapolis. Mr. Rot-
chadl joined NWNL Re in 1985 as
assistant secretary-facultative un-
derwriting and was appointed as-

sistant vp-facultative under-
writing in 1986.

Claude E. Nyssen named head
of the European underwriting op-
erations of Prudential Reinsurance

Co. in Newark, N.J. Mr. Nyssen,
who will assume the position of
managing director of Prudential
subsidiary Le Rocher, Compagnie
de Reassurance in Brussels, will

also have the title of regional vp-
Europe with Prudential Re. It is
also intended that Mr. Nyssen will
assume the position of managing
director of Prudential Re's British

subsidiary, Le Rocher U.K. Ltd.
Robert P. Danner promoted to

vp-litigation management from as-
sistant vp at American Re-Insur-
ance Co. in New York.

Also at American Re-Insurance

in New York, William W. Davis

promoted to vp-medical manage-
ment from assistant vp-claims.

Excess/surplus
Katherine Pellicane joined

SCHUL'.
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If implementing a Group Universal Life plan
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Crump-Northeast Risk Managers
Ltd. in New York as vp. Most re-
cently Ms. Pellicane was manager
of the brokerage department of
Midtown Risk Specialists, a unit of
American International Group Inc.

Joseph A. Hucker recently
joined Geo. F. Brown & Sons Inc.
as manager of the Chicago office.
Previously, Mr. Hucker was pri-
mary department head with
Cooney, Rikard & Kurtin in Bir-
mingham, Ala.

HMOs/PPOs
Richard N. Mastaler named

president and chief executive offi-
cer of Preferred Health Network in

Los Angeles. Previously, Mr. Mas-
taler was executive director and
chief executive officer of Humana

Hospital in Phoenix, Ariz.

Other suppliers
William D. Monday Jr., vp of
Consolidated Healthcare Inc., the
parent company of Yeager & Co.
Inc., a Southfield, Mich.-based

third-party administrator, has
been named vp in charge of Yeager
operations. Most recently, Mr.
Monday was vp of planning and
business development for Consoli-
dated Healthcare. Mr. Monday will
be based in Richmond, Va.

Also at Yeager in Richmond, Mi-
chael P. Murawski appointed ex-
ecutive vp responsible for the
firm's Virginia and Tennessee op-
erations. Previously, Mr. Murawski
was vp-claims.

Kevin O'Brien joined John H.
Jaques Inc. as a partner, directing
the East Coast branch office in

Syosset, N.Y., of the agency con-
sultant. Previously, Mr. O'Brien
was director of marketing with the
Independent Insurance Agents of
America.

Clive O. Dixon joined Rollins
Burdick Hunter (Bermuda) Ltd. as
president of the captive manage-
ment firm. Previously, Mr. Dixon
was a senior manager at Arthur
Young & Co. in Bermuda.

John J. Middleton named chief

operating officer of captive man-
ager Vermont Insurance Manage-
ment in Montpelier, Vt. Previously,
Mr. Middleton served as president
and chief executive officer of Hos-

pital Underwriting Group Inc. in
Nashville, Tenn.

K.H. Mao named executive vp of
Hall Services Division, a unit of
Frank B. Hall & Co. Inc. in Briar-

cliff Manor, N.Y., which provides
marketing services to other Hall
offices. Previously Mr. Mao was

manager of the average adjusting
department of HSD.

F. Victor Warren named vp-
claims for Creative Risk Manage-
ment Corp., a third-party adminis-
trator in Mount Clemens, Mich.
Previously, Mr. Warren was senior
claims manager.

Dave Elenburg, former Okla-
homa state insurance fund com-

missioner, has joined Peat Mar-
wick Main & Co. in Dallas as

director of workers compensation
consulting.

Richard M. Skidmore named to

the actuarial service deparment at
Yaffe & Co. Inc. in Baltimore, Md.
Previously, Mr. Skidmore was an
actuarial assistant with Herget &
Co. in Baltimore.

Also at Yaffe, Stephani L. Braf-
man named a marketing and com-
munications specialist. Previously,
Ms. Brafman was an assistant ac-

count executive with Philip Willen
Associates Inc. in Baltimore.

Marvin L. Stokes joined con-
sultant Booke & Co. in Winston-

Salem, N.C., as associate actuary.
Prior to joining Booke, Mr. Stokes
was an assistant actuary with Pro-
tective Life Insurance Co. in Bir-

mingham, Ala.
Also at Booke & Co. in Winston-

Salem, N.C., Douglas A. Gibby

joined as vp and actuary. Pre-
viously, he was an actuary for Wil-
liam M. Mercer-Meidinger-Hansen
Inc. I
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Rules for establishing losses of the prospective group A great deal depends on the
90 To the extent that many of the proposed course of the stock market during 1

risk retention groups members are large enough to be experience rated, 1988 If, for example, the Dow **
adoption of experience and/or retrospective rating A Jones industrial average
plans can resolve much of the concern about the stabilizes in the range of
adequacy of premium levels and the effectiveness of 1,800-2,300, the impact of the

Q
What are the most common proposed underwriting standards crash should be minimal in terms s

As the above list shows, there are many ways to I *..Bobstacles to forming a risk of slowing the softening of the -

satisfactorily deal with the problem ofretention group and what is insurance market If the Dow moves significantly
the best way to overcome each unavailability of data lower than 1,800, lt lS not unlikely that the reduced ,
of these obstacles? • No reinsurance It is unlikely that a new risk capacity of a number of malor companies will

retention group can operate without reinsurance forestall further softening in rate levels
unless it is extremely well capitalized Even then, it As of year-end 1986, common and preferred

From our own experience in is doubtful that commitment of such large amounts stocks represented 17 2% of the total assets of the
of capital would be a prudent use of funds, bothworking with a wide range of 100 largest property/casualty insurance groups and fl

clients that are trying to set up from a rate-of-return perspective as well as a 70 9% of policyholders' surplus, according to A M {
risk retention groups, the biggest common sense, limitation-of-risk viewpoint Best Co

Most states require that the net retention of an
53!.

A
obstacles to forming a group, in The current level of stock prices is not much

insurance company on any given risk not exceeddescending order, are different from that at year-end 1986, and it may be 40:
- • No (or little) data 10% of surplus Thus, $10 million in surplus is argued that much of the decline that occurred in

Y

• No reinsurance needed to offer $1 million policy limits
S October eliminated paper profits during 1987 and 

• Insufficient capital Satisfying a prospective reinsurer often depends removed the excess underwriting capacity that was 
• No commitment except getting the lowest price to a large degree on resolving the data problems causing an accelerated softening of premium rates

outlined above mid on having zn place aLet's consider each one in order Usually, there
* are several possible solutions Determining the best well-defined organization, a business plan and

R one will depend on individual circumstances well-respected advisers and/or servicing
• No data Many risk retention groups have been organizations Merely holding initial discussions or .il

proposed among groups of risks that have not obtaining rough quotations for services does not
Common and preferred

97, previously been affiliated with one another for the constitute having such relationships in place stocks as a percentage Number of the 25 largest li purpose of buying insurance Sometimes, the Obtaining formal agreements on these relationships of pollcyholder surplus property/casualty
e- proposed groups of risks have not been associated is often needed to better define the expenses of (at year-end 1986) insurance groups

. operating a risk retention groupwith one another for any prior purpose The latter 100%-150%
* situation is especially of concern because most Another key to obtaining reinsurance lS adequate 3

75%-99.9% 10
likely nothing brings these risks together other than initial rates that are in sync with well-defined

5090-74.9%
a desire for cheaper coverage underwriting standards and current market rates 6

25%-49.9%
Given any of the above circumstances, it is normal (adjusted for the profitability or unprofitability of 6 h«4}

to expect that little or no prior loss data of a competing carriers) Source AM Best Co

meaningful nature exists Let's evaluate some of the Increased capitalization of the proposed group
possible solutions in this situation also may make a clear difference in the cost and As the chart (above) indicates, only a few

7 A purchasing group could be formed as an availability of reinsurance Reinsurers are also companies were maintaining a high level of stock
@ initial step toward forming a risk retention group receptive to groups that have restrictions on holdings relative to surplus as of year-end 1986 It
» This would allow time for the group to become withdrawal and/or assessable policies would seem that few insurers have an exposure to
« organized, get used to working together and develop If a proposed risk retention group was put on hold stock market losses that could significantly impair

in early 1987 because of the unavailability ofa track record of premiums, losses and exposure surplus, unless there is a catastrophic collapse of
1 units This approach may well provide an excellent reinsurance, it would possibly be worth now stock prices In my own opinion, other forces may

1 short-term and possibly long-term solution The checking the market in light of improving .well play a larger role in slowing the softening of , sa

next hard market will provide the first real test of conditions

rates than any future stock market declines Among ,<*
this At that time, the option of forming a risk • Inadequate capital The most common ways of these are

overcoming problems with inadequate capital areretention group probably should be re-evaluated • Problems with uncollectible reinsurance
,•0' A survey of prospective members can be V Selecting a domicile that permits "debt" or • Changes in Schedule F of the annual statement,

conducted to gather vital information The response letters of credit to meet capital requirements This which may tend to overdramatize problems with the
rate will provide an indication of the level of can take the form of bank loans or subordinated collectibility of reinsurance.
interest among prospective members surplus notes, which in essence are loans from • Large increases in income taxes payable by

The validity of information collected from surveys prospective policyholders or other parties »flfproperty/6asualty insurers in 1988 and beyond as a
8/ Revised structuring of initial capitalis often subject to question for a number of reasons result of the Tax Reform Act of 1986

contributions from policyholdersFirst, concern about respondents not being
representative of either the target group in general i,0 Starting with a lower retention level than Would you hke advice from an expertenced colleague
or of the final group of actual policyholders needs to previously planned and/or using quota-share on a risk management, benefzt management or actuand

reinsurance for part of the working layer probtemp Four features in the Perspect:ve section of 'be addressed It can, however, be mitigated by a
800 Forming a purchasing group instead of a risk Business Insurance can give you some answerscombination of such practices as tight underwriting Ask A Casualty Actuary, Ask A Benefit Actuary,

standards, experience rating, assessable policies retention group Ask A Benefit Manager and Ask A Risk Manager
and/or claims-made policies Second, there is often • No real long-term commitment Any prospective answer written questions from readers on risk and
a level of uncertainty as to the extent of group that is held together solely for the purpose of benef:t management issues and actuanal problems
"underreporting" of prior losses and it is inherently short-term bargain hunting should not form a risk Thzs month's cdumn, on actuand

issues in the casualty field, ts wrtttenimpossible to accurately quantify this Nevertheless, retention group, which is essentially a long-term
by Richard E Sherman, a princ:pat

a properly conducted survey can provide a wide solution requiring a high level of commitment The wzth Coopers & Lybrand in San
range of critical information on a prospective group best solutions to a lack of cohesiveness are either Francisco Wilham J Miner, an
for which no loss experience has been collected letting everyone fend for themselves or possibly actuary with The Wyatt Co :n

s* Use of industry statistics can be a viable forming a purchasing group Chicago, answers actuanal questions ,,4- 1
m the benehts field Ralph F Perry " f

option if there is a full set of valid reasons as to why Jr , up and director of risk
the experience of the proposed group ought to be Stock market crash management at Amfac Inc in San

9

similar to industry averages. To the extent that a Mr. Sherman
Francisco answers nsk management

downward deviation from industry experience is questions And, Joseph W Duva,
proposed, the burden of proof that this deviation is may slow rate cuts director of employee benefits at 1

Allied-Signal Inc in Mornstown, NJ, answers benefits
lustifiable can become substantial management questions

Adoption of a more conservative rate level can do Mr Sherman's and Mr Miner's columns appear
much to mitigate the concerns of regulators, alternately on the f:rst Monday of each month. Mr
reinsurers, actuaries and accountants. The existence Duva's and Mr Perry's columns appear alternately on

What impact do you think the second Monday of each month Mr. Sherman's next
of a clear-cut set of underwriting guidelines and the stock market crash will column witt appear in February

 marketing plans that preclude worse-than-average Q Address your questions to ASK, Business Insurance,
f risks is often key in providing necessary assurance have on the sonening market? 740 N Rush St, Chicago, Itt 60611 Please give us

your name, title and employer, however, Businessthat industry experience should be mdicative of the -

Insurance wilt consider unsigned letters

L
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Perspective

Estimating possivility of fire loss
By The Insurance Institute 4 The cost of restoring the property

of America A.R.M. exercises to its former condition

/ The potential size and number of

The following question and answer the financial consequences of such a projection would need to be liability claims brought against the

are drawn from the curnculum for the loss manipulated in two ways First, the chain by guests, employees and others

Associate:n Risk Management • Without repeating any answers, probability of a fire loss would have to who are harmed in the fire
designation awarded by the Insurance describe one action the chain could be multiplied by a factor that reflects 1,0 The chain's ability or inability to

Institute of America They represent take to reduce the likelihood and/or the conditional probability that a fire, transfer business from the location
the type Of question asked-and the severity of its net income losses once started, would become a maior that suffers the loss to other hotels

possible answers-:n one of the three through the risk management fire Second, the probability that a operated by the chain

examinations for the ARM techniques of both loss prevention and major fire will occur must again be • One step the chain could take to

designation loss reduction multiplied by a factor that reflects the prevent a net income loss arising from
This month's exercue, drawn from a conditional probability that the fire arson committed by an employee using

May 1987 national examination, • It is possible that the chain's will occur just before or during the loss prevention techniques would be to

conszders a procedure for est:mat:ng risk management professional would tourist season pre-screen thoroughly and investigate
the hketihood of a majorf:re loss, the feel forced to decide that there is too Clearly the result of this procedure applicants for employment This could
factors affecting the financial little data with which to make a cannot be expected to represent a perhaps be accomplished by requiring

consequences of such a toss and some reasonably accurate estimate of the precise estimate of the likelihood of applicants for employment to

ways ofpreventing or reducing the likelihood of a malor fire at one of the the loss contemplated Nonetheless, complete an application for a surety
loss hotels just before or during the tourist going through this procedure would at bond before hiring takes place

season Still, there is a procedure that least provide the chain's top Using loss reduction techniques, the

The risk management could be used to make such a management with some estimate on chain could attempt to reduce the

professional for a resort hotel chain projection and it would probably be which to make its plans and could severity of a loss by installing

with five hotels recognizes that a wise to go through that process help the risk management professional state-of-the-art fire detection and
major fire may cause the chain a net The risk management professional sell top management on the idea that suppression equipment in each of its

income loss, especially if the fire would need to collect the history of some risk management measures need five hotels and establlshmg a schedule

strikes just before, or during the fire losses suffered by the chain of to be implemented for inspecting and testing this

height of, the tourist season hotels itself and, possibly, the history • Many factors will affect the equipment

• Is there a procedure by which the of fire losses suffered by the hotel financial consequences of a major fire
chain's risk management professional Industry at large in the geographical loss at one of the chain's hotels iust
could estimate with reasonable area in which the chain operates This before or during the tourist season The sample questions and answers

accuracy the likelihood of one of the could provide sufficient data on which Five of the most important factors are
used in this column are taken from the
Associate in Risk Management desig-

hotels suffering a major fire during the to base a projection of the likelihood 4 The extent of the damage, thus nation curricutum of the HA For more
coming tourist season? Explain of a fire at one of the chain's locations determining how many units will be znformatzon on the content Of the

• Identify and explain the in general rendered unusable ARM program, wnte Dr G L Head,

significance of five factors that should That general estimate, on its own, 4 The time required to resume full Vp, Insurance Inst:tute of America,
be considered in estimating in advance would not be very useful The or partial operations P O Box 314, Mal-vern, Pa 19355

Boss's harsh words caused comp claim
The Supreme Court of Tennessee awarded

workers compensation benefits to an employee who Legal briefs
act in the basement bathroom shower of his home

Before engaging in this act, he placed a rope around
had suffered a heart attack after a heated exchange his neck to reduce the oxygen to his brain, short

with his supervisor. of and in the course of employment is compensable of reaching unconsciousness, to heighten the sexual
At issue here was whether an employee's heart under the workers compensation act, according to a pleasure during masturbation As a result of his

attack following an antagonistic confrontation with ruling in a case of flrst impression by the Court of action, Dr Kennedy died from strangulation

his supervisor resulted in an injury by accident Appeals of New Mexico Investigative authorities, at first suspecting

Richard Black was employed by the state as a Robert Lee Candelaria began working for the suicide, concluded Dr Kennedy's death was
supervisor of technicians in laboratories at the state General Electric Co as a lanitor, hoping to advance accidental Washington National Insurance Co
school of engineering In July 1984, Mr Black to a plating job, which was his prior work insured Dr Kennedy under a group life insurance

secured the approval of the dean for vacation leave experience He gradually advanced to a Job policy that provided a life insurance benefit of
from Aug 20 through Aug 24 On Aug 6, he met preparing components of jet engines for plating He $50,000 and an accidental death benefit of $50,000
again with the dean to request an extension of performed the work on a night shift without It paid the first sum to his wife, but denied his death

vacation from Aug 7 through Aug 17 The dean problem His problems began when he was was accidental and refused to pay the additional

refused A discussion ensued that ended in a heated transferred to a day shift and began working under $50,000 Mrs Kennedy sued and won m the trial
exchange As he left the dean's office, Mr Black the supervision of a Mr Jewett He soon was court

became 111 He took the rest of the day off The next assigned tasks in addition to his usual duties for On appeal, the insurer argued that Dr Kennedy,

day a doctor determined that Mr Black had suffered which he received no help A series of as a physician, should have foreseen his death when

a heart attack Mr. Black filed for benefits but was hospitalizations began for psychological problems he participated in this autoerotic act Thus, it

denied by the commission arising out of confrontations with Mr Jewett A argued, his death was not accidental The court

The appellate court said that a compensable psychiatrist attached critical significance to the disagreed, stating that Wisconsin eliminated

injury by accident occurs when the injury results conflict with Mr Jewett because Mr Candelaria had foreseeability as determinative of whether an iniury
from some acute, sudden or unexpected emotional done well in other settings Mr Candelaria applied or death was accidental The court also reiected the
stress directly attributable to employment The for and was awarded disability benefits insurer's argument that Dr Kennedy's death was
court concluded that Mr Black's injury met those GE argued on appeal that a psychological injury not accidental because he voluntarily exposed

requirements in light of the fact that his request unaccompanied by a physical injury was not himself to a known high risk of death

arose out of his having accumulated annual leave compensable The court held here that a "Engaging in this autoerotic act," the court said,

time, which, if not Immediately used, would, he psychological disability caused by stress arising out "although risky, does not mean that death is highly »
believed, be converted to sick leave compensable at of and in the course of employment was probable or likely, as it is m Russian roulette "
one-half the rate of the annual leave time Since Mr compensable Candelaria vs General Electnc Co, The court observed that the intentional and

Black's previous vacation request had uniformly Court of Appeals of New Mexico, Feb 13,1986, unnecessary exposure to risks does not prevent the f
met with approval, the court said that he expected certiorarz quashed Dec. 17, 1986 (BI/04/Oct -$10) result from being accidental Kennedy us.

this request would likewise be honored. Black us Washington National Insurance Co., Court of

State, Supreme Court of Tennessee, Dec 8, 1986 Autoerotic asphyxiation was accidental Appeals in Wisconsin, Jan 13, 1987
(BI/03/Sept -$10) (BI/05/Oct -$10)

Death by autoerotic asphyxiation was accidental

Psychological disability
and, thus, covered under a group life insurance These abstracts were prepared by Cases Unlimited «
policy providing benefits for accidental death, Inc. Copies of these decisions are avadable by

Psychological disability caused by shock, according to the Court of Appeals of Wisconsin sending a $10 check payable to Cases Unlimited to
excitement or emotional disturbance In October 1984, Richard Kennedy, a practicing Business Insurance, 740 N Rush St, Chicago, Ill
unaccompanied by a physical injury and arising out orthopedic surgeon, engaged in an autoerotic sexual 60611-2590 List the number for each opinion

e &98.,



Comings & goings: buyers

Kenneth Swisher named

risk manager of Michigan
Kenneth R. Swisher, 42, has

been named risk manager for the
state of Michigan in Lansing. In
the newly created position of
director-risk management division
of the Office of Management and
[nformation Systems, Mr. Swisher
will oversee development and im-
plementation of a comprehensive
statewide risk management pro-
gram. He reports to Gerald Wil-
liams, director of the Office of
Management and Information Sys-
tems. Previously, Mr. Swisher
served as risk manager/purchasing
agent for the city of Battle Creek,
Mich. He received a bachelor's de-

gree in management administra-
tion and a master of business ad-

ministration degree in finance
from Indiana University in Bloo-
mington.'Mr. Swisher is a past
president of the Michigan Chapter
of the Public Risk & Insurance

Management Assn. and is a deputy
member of the Risk & Insurance

Management Society. In addition,
he holds the Associate in Risk

Management designation.
***

Kathleen G. Carangi, 33, has
been promoted to senior risk man-
ager at Scott Paper Co. in Phila-
delphia. In this.newly created po-
sition, she oversees the placement,
renewal and servicing of Scott's in-
surance coverages, manages the
self-insured workers compensation
program and coordinates manage-
ment of property/casualty and
workers compensation claims. She
reports to C. Robert Lindahl,
director of risk management. Ms.
Carangi previously was risk man-
ager for Scott Paper, which manu-
factures home and industrial paper
products. Before joining Scott
Paper, she was corporate risk man-
ager at IU International Corp. in
Philadelphia. She received a bach-
elor of business administration de-

gree from Temple University in
Philadelphia and a master of busi-
ness administration degree frorn
Philadelphia College of Textiles
and Science. Ms. Carangi is presi-
dent-elect of the Delaware Valley
Chapter of the Risk & Insurance
Management Society and serves on
the student involvement and com-

munications committees of the na-
tional RIMS.

***

W. Mark Bravard, 31, has been
appointed director of risk manage-
ment at Trinity Industries Inc. in
Dallas. In this newly created posi-
tion, Mr. Bravard will be responsi-
ble for all risk management activi-
ties and property/casualty
insurance. Trinity manufactures
rail freight cars, containers, com-
ponents and marine products. He
reports to Jack Cunningham, vp.
Mr. Bravard holds a bachelor's de-

gree in risk management from the
University of Georgia in Athens
and a master of business adminis-

tration degree in finance from the
University of Cincinnati.

***

Timothy J. O'Toole, 40, has
been named director of operations
for Oklahoma Centennial Sports
Inc. in Oklahoma City. OCSI is the
non-profit organizing committee
for U.S. Olympic Festival '89, to be
held July 21-30, 1989 in Oklahoma
City. In this newly created position
Mr. O'Toole will be responsible for
property/casualty insurance, em-
ployee benefits and administration
of the festival's risk management
program. In addition, he will over-
see preparation of competition
venues, housing, food service, se-
curity and transportation. He re-
ports to Clayton I. Bennett, execu-
tive vp of OCSI and executive

director of the festival. Previously,
Mr. O'Toole was a senior executive

with C.L. Frates & Co. in Ckla-

homa City. He holds a bachelor of
arts degree in management 'rom
Southern Nazarene University in
Bethany, Okla.

We'd like to report on staff changes
in your company's risk manage-
ment, safety or employee benefits
department. Just drop a nore to
Paul Winston, assistant copy edi-
tor, Business Insurance, 740 N.
Rush St., Chicago, Ill 60611-2590,
or call 312-649-5442. Please send a

photograph, too.

DUS#76€66 17#SUranCe, JaI1Uary 1*, 1366 / 04

Judith DeMouth

promoted at American Re
Judith DeMouth has been promoted to Senior Vice President of
American Re's Systems and Services Division.

Ms. DeMouth is responsible for the Systems and Services
Division which includes Electronic Data Processing, Corporate
Marketing and Client Consulting services offered by American Re.

American Re-Insurance Company -
One Liberty Plaza, 91 Liberty Street, New York,NY 10006 (212) 618-7000
Atlanta • Boston • Chicago · Columbus • Dallas • Harttord • Kansas City * Los Angeles • Minneapolis • New York
Philadelphia • San Francisco / Bogota • Cairo• London • Melbourne • Montreal • Santiago • Singapore • Sydney • Tokyo • Toronto

The Best Benefits Consultants
In The Business Just Went Into
Business.

. ohn A. Feldtrnc se. seated, president, A. Foster Higgins & Co. Left to fight: Robert H. Shannon, Robert 8. CliH, Robert L. Bein, and Patricia l. Wilson, principals.

Our new name:

A. Foster Higgins & Co., Inc.
Our mission: to help clients

achieve strategic objectives
by maximizing the effective-
ness of their human resources

and employee benefit
programs.

It's the profession we pur-
sued as senior consultants

at Johnson & Higgins. Now
we're doing it as the principals
of a new consulting firm.

At J&H our work involved

us with the largest companies
in the U.S.

Some major projects:
creating flexible benefit plan
strategies; analyzing the
effectiveness of alternative

health care delivery systems;
restructuring medical plans to
contain costs; measuring and
funding retiree health care
financial obligations; forecast-
ing long-term pension costs
and liabilities; and improving
employee communications
effectiveness.

As Foster Higgins, we look
forward to enhancing that
record. Because we have

some wonderful things from
our J&H experience to help:
a little of the J&H name, a lot

of its 143-year tradition of
excellence, and a full team

of former top J&H benefits
strategists to lead us.

So if you're looking for
people who can help bring
the best out of your people,
come to Foster Higgins.

But if you want to talk
insurance, talk with our
friends at J&H.

Foster Higgi ns
A. Foster Higgins & Co., Inc. A consulting subsidiary of Johnson & Higgins
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THE 12TH INTERNATIONAL

CAPTIVE INSURANCE AND

REINSURANCE FORUM

MARCH 22-25, 1988
HAMILTON PRINCESS HOTEL

HAMI LTON, BERMUDA

/4. 10
I tria.'. ds-/

4-f
Tuesday, March 22 - $350.00

Wednesday - Friday - $850.00

March 23 - 25

Sponsored by
Tillinghast, a Towers Perrin company

CAPTIVES IN BRIEF

THE FORUM

For further information contact: Eileen Callahan, Conference Director
Tillinghast 722 Post Road, Darien, CT 06820, (203) 655-9791

CAPITALIZE !
RIMS Capital Conference'88
Washington, D.C., April 17-22

Reap the rewards ofa week with RIMS... the onlankation
that specializes in you.

Catch up on P/C market status and emerging benefits trends
strengthen professional skills...debate and dialogue with

colleagues...establish profitable new relationships...meet
leading suppliers of services you need.

· 140-plus working sessions
· Speakers from government and industry
· Industry Sessions
· Common Interest Groups
· Concurrent Trade Exhibition

.

26thAnnuatRiskManagement andEmplovee Benfits Coamrence
(Detailed Conference and Exhibitors' brochures (212) 286-9292)

***FLAG THEDATE!***

205 East 42nd Street, New Yo*. N.Y. 10017

Financial briefs

Lumbermens to raise

stake in Kemper Corp.
Kemper Corp. announced last

month it intends to purchase up to
500,000 additional shares of its
own stock.

In addition, Long Grove, Ill.-
based Kemper said its largest
stockholder, Lumbermens Mutual
Casualty Co., plans to buy an addi-
tional 3 million shares of Kemper
Corp. stock.

If fully implemented the pur-
chases would increase Lumber-

mens' stake in Kemper Corp. to
about 48% ownership.

Kemper said that Lumbermens'
purchase of Kemper stock would
have no impact on Kemper's capi--
tal or operations. The shares to be
purchased by Kemper Corp. would
be held as treasury stock and reis-
sued from time to time for general
corporate purchases.

Kemper Corp. also announced
that it has completed a repurchase
program involving 2 million shares
of its own stock.

Berkshire Hathaway
Moody's Investor Service Inc.

last month assigned a (P)Aa2 rat-
ing to the proposed shelf registra-
tion of unsecured debt by Omaha,
Neb.-based Berkshire Hathaway
Corp.

Moody's said it based its rating
on Berkshire Hathaway's history of
successful investment manage-
ment, its good liquidity and the
strong earnings trends of its non-
insurance subsidiaries.

Japanese insurers
Despite unusual volatility in the

world's financial markets, Moody's
Investor Service Inc. is predicting
that Japan's major life insurance
companies will continue to main-
tain a high level of financial credit
and strength.

In a report distributed to institu-
tional investors in Japan and the
United States last month, the rat-

ing agency said that the recent de-
clines in the Japanese stock market
and the strengthening of the yen
against the dollar "have not been
favorable for the financial position
of Japanese life insurers." The re-
port adds, "at current exchange
rates, the life insurers are likely to
be required to recognize substan-
tial additional write-downs in fis-

cal 1987."

Moody's concluded, however,
that "their tremendous financial

resources give insurers the power
to emerge from this period relati-
vely unscathed." The agency cites
the companies' extremely high
profitability, rapid growth, con-
servative investment practices and
orderly changes in the Japanese in-
surance industry.

Moody's also emphasizes that in-
surers' financial strength is bol-
stered by their substantial hidden
assets-unrealized capital gains on
common stocks and real estate.

The report focuses on three Japa-
nese life insurance companies:
Dai-Ichi Mutual Life Insurance

Co., Sumitomo Life Insurance Co.,
and The Meiji Life Insurance Co.
Each of these companies is rated
by Moody's and, as a result of the
study, will retain its current AAA
claims paying rating.

The report cites the insurers'
"diverse basket of investments" as

one of the industry's key strengths.
They expect that Japanese insurers
will, out of necessity, continue to
take full advantage of the Ministry
of Finance's 1986 decision to allow

them to invest up to 30% of their
assets in foreign currency-deno-
minated investments. The agency

believes, however, that insurers
will. increase their holdings in Eu-
ropeans currencies, thus reducing
the risk that further declines in the

the U.S. dollar will results in large
foreign exchange losses.

Insurers are also expected to be
hurt somewhat by declines in do-
mestic loan demand, as major Jap-
anese corporates tap the Euromar-
kets for funds. Moody's believes,
however, that insurers will suc-
cessfully increase investment
levels in other areas including do-
mestic equities, trust accounts, real
estate and foreign assets. Restric-
tions of lending to high-quality
borrowers and insurers' continued

focus on long-term lending gives
Moody's added confidence that
their financial assets will remain

at high quality.
The analysts add that the Japa-

nese life insurance industry is the
fastest growing segment of the
Japanese financial system. From
1981 through 1986, life insurers
maintained a 1 6.9% compound an-
nual growth rate, compared with a
8.9% growth rate for Japanese
banks. Since 1986, the pace of
change in Japan's life insurance
markets has continued to quicken,
according to Moody's.

For a copy of the report contact
Moody's in Tokyo at 03-593-0921,
or in New York at 212-553-1953.

Delta Life & Annuity
Memphis, Tenn.-based Delta

Life & Annuity Co. reported net
income for the first nine months of

1987 dipped 1.8% to $1.39 million
from $1.42 million in the first nine
months of 1986.

Revenues for the nine-month pe-
riod increased 20.1% to $64.4 mil-
lion from $53.6 million in 1986.

Premium income in the first

three-quarters of 1987 increased
22.3% to $48.1 million from $39.4
'million.

For the third quarter of 1987, net
income rose 5.9% to $429,000 from
$405,000 in 1986.

Third-quarter revenues jumped
40% to $21.8 million from $15.5
million in the year-earlier quarter.

Premium income in the third

quarter of 1987 increased 48.9% to
$16.1 million from $10.8 million in
the third quarter of 1986.

Phoenix Re

Formed in July 1986, New York-
based Phoenix Re Corp. reported
net income rose 156.7% to $1.4 mil-
lion from $552,594 in the third
quarter.

Third-quarter revenues in-
creased 48.0% to $10.7 million

from $7.2 million in the third quar-
ter of 1986.

Net income in the first nine

months of 1987 reached $3.8 mil-
lion and revenues totaled $29.7

million. There is no comparable
data for the 1986 period.

Phoenix Re's combined ratio for

the third quarter improved to
88.3% from 89.2%. The combined
ratio for the first nine months was
89.5%.

"Our lower combined ratio thus
far in 1987 has been the result of

generally favorable experience
with respect to catastrophic losses
on domestic business," said Gerald
L. Radke, president and chief exec-
utive officer. "However, this has
been offset to some extent by in-
creased losses in our international

business, which we expect will be
little changed in the fourth quarter
due to the recent severe windstorm

in the United Kingdom and Conti-
nental Europe." I
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Continued from page 1
The property/casualty market-

place has improved "significantly
in terms of availability. Many more
alternatives are available to our
clients, and our ability to put
meaningful limits together has de-
finitely improved from a year ago,"
agreed Larry R. Sorensen, senior
vp and director of marketing for
Chicago-based Rollins Burdick
Hunter Co.

"I don't think we're having any
problems, as far as completions,
and clients are getting the desired
limits of coverage except for in
very difficult (liability) classes,"
said Richard A. Maxwell, senior vp
and director of marketing and pro-
fessional standards for Corroon &

Black Corp. in New York.
"Up to $100 million in excess

coverage is not difficult to assem-
ble outside of the various pools.
With a non-product liability expo-
sure, $150 million in excess is
available in conventional mar-

kets," Mr. Maxwell added.
Other brokers with large com-

mercial clients agreed that it is
possible for most buyers to pur-
chase excess liability limits of $100
million to $150 million without
using pools or alternative facili-
ties.

"The new pools created in the
past two years have had a great
impact on capacity," acknow-
ledged George E. Corde, executive
vp of Frank B. Hall & Co. Inc. in
Briarcliff Manor, N.Y.

"If you take that capacity into
the equation, purchasing limits
have gone up to maybe $250 mil-
lion and, without the pools, you
can get about $100 million," Mr.
Corde added.

Brokers "can assemble some-

where between $100 million and
$200 million in excess coverage;
$100 million is fairly easy to ob-
tain," said George W. Brown, exec-
utive vp and chief operating officer
at Jardine Emett & Chandler Inc.
in San Francisco.

Brokers agreed that capacity has
increased both in the United States

and in London. Insurers in both

countries are competing heavily
for property business, brokers say,
though they point out that rate
competition in liability lines of in-
surance is more prevalent in the
United States.

While "London capacity has
been good, we've gotten more ca-
pacity in the U.S.," said Norman
Barham, a director of Johnson &
Higgins and deputy manager of its
New York office.

"There is tremendous new ca-

pacity in London, but its appetite
is not for U.S. liability exposures.
However, the marine market in
London is expansive," said John F.
O'Sullivan, managing director of
Marsh & McLennan Cos. Inc. in
New York.

"In the excess liability market,
U.S.-domiciled insurers have sub-

stantially increased their capac-
ity," added Lawrence L. Drake,
another M&M managing director
in New York.

"London is a hesitant market in

terms of our casualty business. In
the casualty area, most capacity is
in the States," said Patrick Gal-

lagher, vp of operations for Arthur
J. Gallagher & Co. Inc. in Rolling
Meadows, Ill.

And London is far more insistent

on writing U.S. liability risks on
claims-made policy forms than are
U.S. insurers, brokers say. Despite
the vows made by U.S. insurers in
1985 and 1986 that by 1988 most
commercial liability risks would be
written on a claims-made basis,
U.S. insurers still are reserving the
claims-made form for professional
liability or long-tail product liabil-
ity risks.

"London is totally committed to
claims-made," said Robert H. Hilb,
president of Hilb, Rogal & Hamil-
ton in Richmond, Va. But since ca-

pacity is readily available in the
U.S., "we don't feel that claims-

made is anything most of our eli-
ents have to put up with. It's a rar-
ity for us to use it."

Brokers also report that rates for
both property and liability insur-
ance are plunging during year-end
renewals.

Property rates are "really soft,"
with reductions ranging from 25%
to 50%, said Jardine's Mr. Brown.
In the liability area, "we're looking
at anywhere from 10% to 30% re-
ductions, with some differences.
For difficult primary risks, some
rates are not going down, but there
is more capacity. There is no easy/
hard distinction in excess rates;
they're all going down," Mr. Brown
added.

The commercial property insur-
ance marketplace is seeing rate re-
ductions of about 25%, said Mr.
O'Sullivan of M&M. "Excess prop-
erty accounts have been seeing

Continued on next page

James R. Fisher

promoted at American Re
James R. Fisher, Chief Accounting Officer of American Re, has
been promoted to SeniorVice President in charge of the company's
Financial Services Division.

Mr. Fisher, a Certified Public Accountant, is responsible for all
financial and accounting functions of the company
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TRAVIS SOFTWARE'S

EMPLOYEE BENEFIT SYSTEMS
Save Time • Save Money • Save Errors

The Most Popular,
Widely-Used
COBRA

ADMINISTRATION
SOFTWARE

CORPORATE

COBRA MANAGER

For complete, fast and accurate
... COBRA administration, over 1,100

MANAGER firms and institutionshave chosenCor-

porate Cobra Manager.
The system automatically produces up to 29 letters, forms and

documents required by COBRA. Easy-to-use. . . requires beneficiary's
name, qualifying event and elected benefit plans. All record-keeping,
correspondence generation and premium computations are part of the
system.

Travis Software Corp. supports and updates the Corporate Cobra
Manager as new regulations arise or new features are added.

SUMMARY OF FUNCTIONS

0 Notification of Eligibility 0 Monthly Premium Notices
0 Enrollment Form and Times or Coupons

Premium Calculations 0 Late Premium Notices

' Handles Secondary Qualifying (user-specified)
Events 0 2% Add-on (user-specified) can

' Tracking of Eligibility Periods be delayed for compliance with
for Each Participant state continuation laws

0 Management Report Module 0 Additional Copies for Files
0 Change of Address Function 0 Complete Audit Trail
0 Termination Letters , ' Multi level Password
0 Automatic Generation of OPTIONAL FUNCTIONS

Letters and Forms (Add'I Cost)
0 Premium Delay Capability I Custom Letter Writer

0 Monthly Premium and 0 Custom Report Writer
Eligibility Reports to Vendors 0 Downloading

AS LITTLE AS

SINGLE 
MULTI-EMPLOYER VERSION

$1295 EMPLOYER AS LOW $3750.. VERSION AS

CORPORATE
FLEX MANAGER

The Easy,
Economical Way to
Administer

FLEXIBLE

BENEFIT PLANS

CORPORATE FLEX MANAGER

Designed for complete flexible benefit
plan administration. Travis Software Corp.

has documented, supported and updated the
system so that operators need not be benefit

plans experts.

Employee selections and deduction amounts are entered at the
beginning of the plan year. The system prints verification and enroll-
ment forms, reimbursement checks and performs duplicate claims
checking.

Available in Single and Multi-Employer Versions.
SUMMARY OF FUNCTIONS

• Generates annual election forms • Handles "full-flex" plans.
for each employee. • Detects duplicate claim items.

• Automatic pre-stored interface • Verifies balance before payment
with payroll system to track and

and after, and automatically car-
post salary deduction data regard-

ries forward any balance to beless of payroll frequency.
• Maintains balances for each par- paid.

ticipant in each account. • Generates an Explanation of

• Generates statements listing tran- Benefits form with each payment.

sactions for each participant's • Providescompletesummaryfinan-
accounts. cial reporting.

• Automatically produces reim- . Benefit Verification Form.
nsenitncceccdfaonrceelit:: . Pre-Election Form.
parameters determined by IRC ' Reimbursement frequency deter-
Section 125. mined by employer.

RETIREE PREMIUM BILLING SYSTEM
Administers Retiree Medical Plans, Reduced Benefit Plansand other "non-deduct"

plans requiring payments by participants.
Theprogramgeneratesbillingsatuser-selected frequency, maintains receivablesag-

ing file, tracks account status and supplies data on primary and supplemental carriers as
well as management summary reports.

The system requires no special operator training and is only $1295. (as low as $895.
to COBRA Manager Users.)

All Systems are for use on IBM PC: PC/XT, Reseller inquiries invited.
PC/AT, Personal System 2. COMPAQi or 100% FOR FURTHER INFORMATION CALL
compatibles. using PC-DOS or MS-DOS), Series
2 or 3. and 512K main memory anda hard disk. No
other software required.
'TM of international Business Machines Corp. 713=496=3737'TM of COMPAQ Computer Corp.
'TM of Microsoft Corp.

TRAVIS SOFTWARE CORP. PLEASE SEND MORE

INFORMATION ON:
1001 S. Dairy Ashford, Suite 206 • Houston, Texas 77077
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Benefit Discrimination

Testing Manager
A system modelingemployer compliancewith the discrimination rules as outlined inThe Tax Reform Actof 1986 (Section 89, IRC)Also, 401(k) discrimination as well aswelfarebenefitdiscriminationtestingwillbe i1 Name

modeledAvailable in single employer or multi- j Title
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OFFERING FULL LOSS CONTROL ENGINEERING SERVICES

4 Underwriting & Loss Control Surveys
,/ Fire Protection Engineering
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At McGnff, Seibels & Williams, we
like a challenge

Working here sometimes means
doing what may seem impossible It's
part of the Job

When it comes to providing nsk
management and insurance brokerage
services, our expert insurance pro
ducers are among the best

And the fact that we've been here

through 100 years of continuous semce
in the insurance industry is a testament
to the professional standards we set

If you have a problem, talk with us
We'11 listen, plan a strategy and see it
through unE your problem is solved

Even if it seems impossible

McGriff, Sell,els & Willums
2211 7th Avenue South PO Box 10265

Birmingham AL 352020265
(205) 252 9871 or 1 800 292 6346

Brokers
Continfied from p-evious page

some very significant reductions-
as nuen as 40%," te noted.

While competitic n is driving lia-
b.lily zates down for most corn-
mercia_ clients, M&M's Fortune

1,000 :.ccounts are seeing an im-
orovement in terms, but not sub-

staritia_ rate reduc-,ions, added Ex-
acusive Vo John 'I. Sinnolt. -Some

are renewing as is and some with
109 reduztions, tut there· is not a
major change" in rating.

Because most nsurers are as-

sum ing larger net retenlions before
coding risk to reinsurers, -for
arger corporate riscs. under-

writing- decisions arc: being centra-
1.zed in the insurer home office

more than ever before," explained
1\I&M's Mr. Drake Thus, local
competitive forcesE are not af-
fecting these accounts, he said.

"This reflects a healthy matura-
tfon of insurers and .1 better chance

of stabilization of Lhe market. I

view it as a oositive development,"
Mi·. Drake added.

Rate reductions for package po-
licies rang© 'anywhere from 1 5 Oc
to 359, depending :,n the mix of
property 1,0 casual.v and on the
c_ass of business.- said Mr. Gal-

lagher.
He added that t}.1 rate reduc-

lions that clients are seeing now

are "generally warranted. Rates at
the high end are probably wrong
and so is the low end. We're getting
back to middle ground now on our
way back to the bottom" of the
rate scale, Mr. Gallagher said.

Brokers say that clients that
were very uncomfortable with the
high deductibles or self-insured
retentions forced on pc,licyholders
during the past several years are
now purchasing insurance with
lower retentions. But many clients
that became comfortable with

higher deductibles and retentions
are opting to retain them.

''They're staying with the highei·
deductibles and pocketing their
money, or· they're buying higher
excess limits. They've learned that
they can afford those i etentions

and they've learned a lot more
about their businesses," said Jar-
dine's Mr. Brown.

"For the most part, clients are
keeping their retention levels. They
feel they have more control over

their costs and they're used to liv-

ing with them now," said Corroon
& Black's Mr. Maxwell, adding:
''With retentions, clients can really
see the benefits of good loss con-
11'01."

In the competitive market, insur-
ers are paying particular attention
to maintaining their current eli-
ents, brokers stressed.

''Companies are protecting their
books of business on renewal. I see

them giving credits to retain a
good, seasoned account rather than
focusing on now accounts,- said
Richard G. Taylor, president of
Grant Hatch & Associates Inc. in

Salt Lake City.
Insurers ''do not want to lose

their renewal books. There has al-

ways been a feeling that retention
is vet·y important, but there is more
tonacity now."said Mr. Gallagher.

Brokers cited only surety busi-

ness, environmental impairment 11-
ability and tricky long-tail product

liability risks as still being diffi-
cult to place.

While earthquake coverage has
been very difficult to purchase
over the past couple of years, it is

now readily available, though bro--
kers sav rates remain high. And,
E&0 liability, directors and offi-
ocrs liability and liquor liability
insurance, although not cheap, also
are fairly easy to place.

''Surety is the one area where,
over the past year, thin,gs are more
restrictive in certain classes. like

contractors and miscellaneous

bonds," said M&M's Mi·. Sinnott.

"Surety remains verv difficult.

The loss experience has been disas-
trous and that market is seeing
continued large rate increases,"
agreed Charles L. Ruoff, senior vp
of Fred S. James & Co. Inc. in New

Ym·k.

''There are s;till prc,blerns within
the U.S. market in terms of chemi-

cal accounts, pharmaceuticals and
any form of pollution liability,"
said RBH's Mr. Sorensen.

But even that may change, bro-
kers say.

"More insurers every day are be-
coming more interested in writing
product liability and errors and
omissions cover·ages. Once capacity
returns, it's only a matter of' time
before the rates are zeduced," said

Mesirow's Mi·. Styer.

One interesting observation
about the round of rate cutting,
compared with past cycles, is that
"this is the first cycle I can remem-
ber that has been initiated and fu-

eled by tho major property/ca-
sualty insurers. In the last 12
months, we have had nothing but a
push by major· insurers for market
share," said Samuel Alcorn, senioi

vp-operations for Bayly, Martin &
Fay Internaticinal Inc. in Fort
Worth. Texas.

And while most brokers con-

tacted say they have heard a lot of

talk among insurers about a need
to slow rate reductions in light of
the October stock market plunge

Continued on next page
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and the impact of higher insurer
tax liabilities, they add that they
have seen little action.

The current premium rates
charged by insurers probably have
'enough fat in them that insurers
aren't going to have major prob-
Lems" from either the stock market

Dr taxes, Mr. Hilb pointed out.
However, the two forces -may have
an impact on how soft the market
will become in 1988," he added.

"They may have been contem-
plating these factors in their Jan. 1
renewals, but we haven't seen a
major impact," said J&H's Mr.
Barham.

"Everyone is hoping (the stock
market plunge and the tax
changes) will moderate the mad
rush of competition we have been
seeing," said Mr. Alcorn. "There's
some midnight oil being burned in
insurer home offices over this issue

right now."
Mr. Alcorn said he sees some

signs of moderation in the severity
of rate reductions this renewal

season, and he expects insurers "to
take a much more hard-nosed

stance on rates" after their 1987

results are released in the coming
months.

But, "I haven't seen anything
happening," said Fredrick J. En-

gland Jr., president of Hastings-
Tapley Insurance Agency Inc. in
Cambridge, Mass. However, he

acknowledged that there could be
an impact that "may be subtle."

Insurer branch offices are cut-

ting rates despite top manage-
ment's concerns because the

branch office underwriters are re-

ceiving conflicting messages, bro-
kers explained.

While branch offices are cau-

tioned by top executives to main-
tain current pricing levels and un-
derwriting standards, most
insurers' marketing departments
also push branches to maintain or
increase their market share. Thus,
underwriting standards sometimes

may be sacrificed in pursuit of pre-
mium volume.

"What it comes down to is that,

irrespective of what top manage-
ment says, there is a planned writ-
ten premium level that most
branch offices are trying to ob-
tain," said Thomas J. Rodell, dep-
uty managing vp of Alexander &
Alexander Services Inc.'s Chicago
office.

"They're telling their branches
they want more business and mar-
ket share. The branches have to

make concessions to get that mar-
ket share," said Grant Hatch's Mr.

Taylor.
"I think there are two different

messages coming from the home
offices. I think they get mixed sig-
nals in the branches and try to re-
spond as best they can to what it is
they think they should do," said
Hastings-Tapley's Mr. England.

Most brokers say insurers have
maintained careful underwriting
standards and continue to request
detailed loss and financial infor-

mation with submissions.

However, while pre-under-
writing loss control surveys and
detailed underwriting information
were considered mandatory for
commercial submissions during the
recent hard market, some of those

requirements are "being relaxed,"
explained James' Mr. Ruoff.

"Insurers might require them on
individual risks, but they're not
being used to the extent they were.
Producers don't have to put up
with all of the mechanics we did

earlier. . .(and) insurers are offer-
ing producers incentives with re-
gard to new business," Mr. Ruoff
observed.

"We're seeing some scattered
carriers that aren't asking for loss
history, although all of the insurers
we place business with are still
very particular. The discouraging
thing is that if a few start," relax-
ing their standards, "how far be-
hind are the others going to be?"

asked Mesirow's Mr. Styer.
Competition is likely to continue

throughout 1988, brokers agreed.
"I think we'll see the competi-

tiveness continue, but not to an

overall price-cutting war. Under-
writing has become a more profes-
sional function again," predicted
RBH's Mr. Sorensen.

"We believe that competition
will continue almost through 1989
and then we will see a stabilizing

impact," said James' Mr. Ruoff.
"We're facing a year where we've

got to produce new business to
make up for rate reductions in the
old business. You can't stand still,

that's for sure," said Republic
Hogg Robinson's Mr. Bergson.

Unfortunately, "the cycles are
tighter and more extreme, which is

very difficult to explain to our eli-
ents. I'm sure some of them would

trade the low premiums they are
seeing for more stability" in the
marketplace, stressed A&A's Mr.
Rodell. I

Michael A. Jones

promoted at American Re
Michael A. Jones has been promoted to Senior Vice President
of American Re's Treaty Division.

Mr. Jones oversees domestic treaty underwriting, underwriting
audit and account management by home office staff and branch
offices in New York, Chicago, San Francisco and Dallas.

American Re-Insurance Company **mss«
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IF YOUNEED10 WRITECOVERAGE
IN MEXICO, YOUNEED GO ONIYAS FARABAEGEX

Mexico. A major trading partner
to our south. The dynamics of
the economy can make it quite
difficult to do business here, but
each day many Americans must.
That is why EGENis repre-
sented in Mexico.

Nearly anywhere in the
world you need to conduct busi-
ness, 2EGEN is able to help. And
it is no accident that our prices
are highly competitive. Or that

we can provide quick quotations. as far as your telephone. Call
It comes from knowing the Tom McLenithan toll free at

people and speaking the language. 1-800-245-4506. Or in New York,
From centralized underwriting. 212-432-6700.

Responsive decision-making. - LEGEN spans the globe,
And from the multinational expe- C Am )

C ej£1  so you need go only asrience and financial strength of 331_1 far as EGEN.Etna Life & Casualty, Generali
Group, and Taisho Marine & Fire. AEGEN INTERNATIONAL,INC.

For a no-obligation review
of your multinational insurance
requirements, you need go only
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Risk managers
Continued from page 1
double the liability insurance
limits they purchased last year.

"Risk managers may get more

value in casualty because while
prices may not be going down, they
may be getting more coverage,"
said Joseph A. Rinaldi, assistant

director of risk management for
American Standard Inc. in New

York.

Most risk managers are eau-

tiously optimistic the market will
continue to stabilize without

plunging to the bargain-basement
pricing of the early 1980s.

"There may be increased soft-

ening in various areas and lines,
but nct to the degree it was in the
early '80s," said Terry R. Moulder,
property and risk manager for Te-
leflex Inc. in Limerick, Pa. "I don't

see anyone giving away business."
"The markets are more. . .com-

petitive than a year ago, but it's
hardly a wholesale return to a soft
market," agreed Kenneth M. Kren-
icky, director of risk management/
benefits investments for Certain-

teed Corp. of Valley Forge, Pa. "It's
good that people are being cau-
tious because it can turn real hard

real quick."
But other risk managers are con-

cerned that the market is softening
too quickly and another hard mar-

ket may return as early as 1989.
"There are probably going to be

shorter cycles; the market will be
soft one year at a time rather than
three years at a time," predicted
the risk manager for the Midwest
manufacturer.

"Prices will probably bottom out
(in 1988) and then start going up,"
she said.

Pricing may not seem overly soft
now, but "it's right at the point

that maybe one or two (insurers)
will panic, start pushing rates
down and start the whole cycle
again," said Edward A. Aiello,
general manager of corporate in-
surance for H.J. Heinz Co. in Pitts-

burgh.

The Rock® is behind you
all the way.

You have too many decisions ahead of you to
have less than Prudential Reinsurance behind

you. The Rock rests on solid resources and years
of experience.

We're out in front of most others with the

sophistication of our underwriting, too. A sound
statistical base helps us narrow down classes of
business and define risk to give you rates that

3«

Heinz-which renewed its pri-
mary and excess liability, workers
compensation and auto liability
coverage on Jan. 1-saw liability
insurance rates decrease for lower

levels of coverage, though Mr.
Aiello would not specify a percent-
age decrease.

Heinz self-insures the first $1
million of its $100 million in ca-
sualty coverage, Mr. Aiello said,

adding that the company's sub-
stantial retention may have at least
partially contributed to improve-
ments in pricing and capacity.

Liability insurance capacity
seems "better than last year," with
both domestic and foreign insurers
offering higher limits, said Cer-

reflect your particular situation.
Our personalizec service doesn't stop half-

way either. The same underwriter who first gets to
know you and your business s the one who'll be
there over the long haul.

Having The Rock behino you all the way is the
only way

The Rock in Reinsurance

Prudential Re @
© 1987 Prudential Reinsurance Company, a subsidiary of The Prudential Insurance Company of America.

tainteed's Mr. Krenicky. "If you're

a large corporation, it's a world-
wide market, anyway."

"There is more competition (be-
tween insurers) than last
year. . .Some companies can get
occurrence coverage where they
couldn't obtain it last year," Mr.
Krenicky said.

While it's true that the 1988 re-

newal market is soft compared
with two years ago, it's still not as

soft as five years ago, when insur-
ers "practically wrestled you to the
mat with insurance," said Mattel's
Mr. Pinner.

In fact, Mr. Pinner only noted "a
slight downward trend" in ca-
sualty insurance rates during year-
end renewals, although he did say
that insurers are offering more ca-
pacity for the same price paid at
last renewal.

"I don't see anything we have
going up this year," Mr. Pinner
noted, "and 1988 will be a slight
improvement over 1987."

Liability capacity "improved
dramatically," wi-,1 prices down
and "a modest broadening of cov-
erage," said Charles M. Armstrong,

manager of corporate risk manage-
ment at Xerox Corp. in Stamford,
Conn.

"I had a lot more alternatives to

place the first $50 million" in ca-
sualty coverage this year, said Mr.
Armstrong. "But a year ago it was

very difficult to find that $50 mil-
lion; we were really scratching."

But, rather than big, dramatic
drops in rates this year, he ob-
served that rates generally were
"flat" compared with last year.*

Xerox renewed on Jan. 1 its pri-
mary casualty insurance program
in the United States and Canada,

its umbrella liability programs for
North and South America and its

workers compensation policies.
Xerox purchased $200 million in

umbrella liability limits, split
among seven insurers including
X.L. Insurance Co. Ltd. and A.C.E.

Insurance Co. Ltd., said Mr. Arm-

strong.
Although risk managers may be

able to buy all the limits they need,

Mr. Armstrong believes that pric-
ing is not necessarily "good," but
simply "less bad" than last year.

"I still think things (umbrella)
are priced too high," he said.

Vicki Stephens, director of tax
and budgeting for the Western
Farmers Electric Cooperative, a
public utility in Anadarko, Okla.,

Continued on next page

Some companies
avoid Jan. 1 rush

While Jan. 1 is still the most pop-
ular renewal date, some risk man-
agers say they no longer renew at
least some of their property/ca-
saulty insurance policies at year-
end because of problems in past
years.

The chaos of the January 1986
renewal season was the "impetus"
for many corporations to restruc-
ture their renewal periods to avoid
the New Year's crunch, said Ken-

neth M. Krenicky, director of risk
management/benefits investments
for Certainteed Corp. of Valley
Forge, Pa.

"We and other corporations de-
cided it was better to alter the date

so you're not all competing for a
limited pot," he said.

Spreading renewals throughout
the year is easier not only for the
risk managers, but also for un-
derwriters and brokers, he added.

"You can equate it to an ac-
countant at tax time," he said. "If
he can stagger some of his clients
away from April 15, he can do a
better job for them."

Certainteed will renew its pri-
mary and excess liability policies
on Feb. 1, with the renewal of the
remainder of the corporation's po-
licies staggered throughout the
year.

-By Laura Mazzuca
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noted that renewal rates for the co-

operative's excess general liability
dropped 7%. The $25 million in ex-
cess liability coverage is written
over a $200,000 self-insured reten-
tion.

"We renewed the policies as
they're expiring, with the same
limit and the same policy form,"
said Ms. Stephens.

Judith Tornese, director of risk
management at Transamerica
Corp. in San Francisco said she re-
ceived only one quote for the com-
pany's fiduciary liability insurance
renewal, but that quote was lower
in price and higher in limits than
the expiring coverage. She would
not disclose the limits, though.

Overall, she said Transamerica's
fiduciary liability rates are are
about 10% lower in 1988 than last

year.

Many risk managers also report
that price and capacity problems
for directors and officers liability
insurance are also easing.

This improvement in the D&0
market is attributable to changes
in state laws-especially in Dela-
ware, where many major com-
panies are incorporated-that
allow companies to limit the liabil-
ity of their directors, risk manag-
ers say (BI, June 23, 1986; April 13,
1987).

Teleflex, a diversified products
manufacturer that is incorporated
in Delaware, renewed its single
layer of D&0 coverage on Dec. 17
with a 25% rate reduction, said
Mr. Moulder.

In addition, "individual reten-

tions were cut in half and corpo-
rate (retentions) by a third," Mr.
Moulder noted. "Generally speak-
ing, while I had quotes from a
half-dozen .companies, we feel the
incumbent (insurer) had the broa-
dest form to begin with."

It was virtually impossible to
purchase D&0 coverage two years
ago in California because of high
jury awards in shareholder suits,
said Mattel's Mr. Pinner. But since

the appointment of a new conser-
vative chief justice in the state, as
well as laws limiting directors' lia-
bility, availability and pricing
problems have eased, though D&0
is still "a tough one," he said.

"Rates have not gone up; they
peaked two years ago, went down
in 1987, and will stabilize or see a

slight decrease in 1988," Mr. Pin-
ner predicted.

However, the market for profes-
sional liability insurance is still
rugged, according to Nu-Med's Ms.
Fein.

"I do not anticipate a reduction"
in either primary or excess profes-
sional liability rates," said Ms.
Fein, though she pointed out that a
year ago there were "sharp in-
creases and a contraction of cover-

age. ...If it evens out now, that's
an improvement."

The municipal liability insur-
ance market is still in chaos, public
entity risk managers say, adding
that some municipalities are un-
able to purchase liability insurance
at any price.

"Virginia Beach is now totally
bare" of liability insurance, said
Robert Esenberg, risk manager for
the city of Virginia Beach, Va.

Because of the unavailability of
municipal liability insurance, this
city of 370,000 has been totally
self-insured since March 1986, he

said. Mr. Esenberg is now looking
for excess liability coverage and is
considering alternatives like a
Georgia-based risk retention group
and a municipal pool.

Mr. Esenberg says that Virginia
Beach likely will retain the first $1
million in liability, but would like
to purchase $4 million or $9 mil-
lion in coverage excess of that re-
tention. He adds that the city has
not yet received any positive re-
sponses from insurers.

"In cities with populations of
more than 300,000, you have some
serious problems (getting commer-

cial coverage)," he said. "We have
to rely on alternative funding
mechanisms. We recognize that
we'll probably never get back into
the primary market."

While pooling may be a viable
alternative for small municipal-
ities in a single region, "I have not
yet found it to be effective for big
cities:" commented Celia Scott,

risk manager for the city of San
Jose, Calif.

San Joses with a population of
more than 715,000, has been un-

able to find any primary general li-
ability insurance for the past three
years.

"Perhaps a broker will say, 'We
think we have a market,' but it's
not feasible because retentions and

premiums are so high," she said.
Ms. Scott doubts that the general

softening in the liability insurance
market will benefit risk managers
of large cities -because of the
kinds of risks we have," such as

Continued on next page
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Robert A. Roepke
promoted at American Re
Robert A. Roepke has been promoted to Senior Vice President
in charge of American Re's Claims Division.

To provide client-responsive educational programs and services,
American Re commits a greater percentage of resources
Claims Divis on than any other major reinsurer.

American Re-Insurance Company \9Rmps».
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4 ad.a. WORLDWIDE '
IRI Insures Some 66,000 Properties in More Than 70 Countries throughout all continents, except Antarctica. In short, Industrial Risk Insurers is ready to handle
your property insurance requirements just about anywhere in the free world. And,
working with agents and brokers of your choice, we can offer you a wide range of
coverages. These include: Fire. Lightning. Wind and hail. Leakage from fire protective
equipment. Explosion. Smoke. Aircraft and vehicles. Molten material Sonic shock
wave. Riot and civil commotion. Vandalism. Business Interruption. Builder's risk.
Difference in Conditions. Boiler/Machinery. All-Risk.

Property Insurance, However, Is More Than Just The Policy. That's why it
makes sense to take a careful look at the financial stability of the property under-
writer. (IRI isbacked bymore than 40 ofthe world's leading insurance companies,
and we'd like to send you the list.) Also, be sure to determine how much underwrit-
ing capacity is available at any one time. And, most important, try to evaluate the
people and their experience. Since 1890, IRI has offered underwriting, claim han-
dling and loss prevention services to business and industry throughout the United
States and more recently overseas. These services are provided by IRI Account
Teams who work with you to help protect your property, production and profits.

IRIAccount TeamsAreAvailable to Help You from more thantwo dozen
regional and district offices in the United States. Also, we offer the assistance of loss
prevention consultants from four locations outside the U.S.: London, England;
Frankfurt, West Germany; Sydney, Australia; and San Juan, Puerto Rico. These
offices are staffed with nationals who are familiar with their country's loss preven-
tion regulations, and who know local customs, currency andbusiness practices. In
addition, they are trained in IRI's OVERVIEW philosophy, which is a total manage-
ment program for loss prevention and control,
and which has been introduced into numerous

countries around the world.

For a complimentary copy of «Worldwide
Property Insurance," the «OVERVIEW" 6-page
brochure, and a list of Member Companies,
call or write Mrs. R A Sasso, Industrial Risk
Insurers, 85 Woodland Street, Hartford,
Connecticut 06102 (203) 520-7412.
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exposures arising from the use of
city streets and public parks.

"Although there is some immu-
nity for dangerous activities occur-
ring in parks, you still get named
in lawsuits; how do you underwrite
those risks?" she asked.

"I don't see any end to it and nei-
ther do any of the brokers I talk
to. . .but we're always looking."

However, Ms. Scott said the
market for excess liability insur-
ance is starting to ease for munici-
palities, but only above a $10 mil-
lion attachment point.

San Jose, which nnust also cover
the liability posed by an airport, a
water pollution control plant and a
redevelopment agency, had no
problems purchasing the property
insurance limits that it had sought,
said Ms. Scott.

For instance, the airport renewal
rates were "very reason-
able. . . .The premium was 10% less
than it was a year ago," Ms. Scott
said.

Manufacturers of chemicals and

pharmaceuticals are still reporting
that liability insurance costs are
too high, though capacity has im-
proved.

"We can buy all the casualty we
want, but we've opted not to buy"
one layer of coverage, said the risk
manager of a chemical manufac-
turer with $2.2 million in annual
sales.

He noted that last year $25 mil-
lion in liability insurance excess of

'It appears the insurers have an improved attitude
and willingness to be more cooperative and

responsive,' says Judith Tornese of Transamerica
Corp. '1 think it's indicative of the softening market
and an attempt to change the adversarial attitude.'

$25 million was available at an

"astronomical premium"; this
year, the same layer is available for
a "semi-astronomical premium."

The outcome: The manufacturer

opted to self-insure the unafford-
able layer. However, the company
has $240 million in liability limits,
largely written by A.C.E. and X.L.

"Softening for chemical risks is

about a year behind the rest of the
marketplace," he said, adding that
his broker said rates may soften by
April and that he himself hoped to
see rates moderate by January
1989.

Although pricing and capacity
are important, some risk managers
said they were shopping around
less and were bolstering their rela-
tionships with insurers.

"Any large manufacturing risk
can't only look at pricing, but
overall servicing," said Mr. Kren-
icky of Certainteed. "The insurer

has to get to know your process."
Certainteed has dealt with

Arkwright Mutual Insurance Co.
for more than· 30 years, and Mr.
Krenicky is "very satisfied" with
the service, pricing and capacity
the corporation receives.

"It appears the insurers have an
improved attitude and willingness
to be more cooperative and respon-
sive," said Ms. Tornese of Transa-
merica. "I think it's indicative of

the softening market and an at-

tempt to change the adversarial at-
titude or stance that developed
during the hard market between
the insurer and insured."

This attitude was particularly
evident in negotiating policy re-
newals, she said.

"There is now more of a willing-
ness to discuss policy terms and
conditions and better cooperation"
on the part of insurers, she said.
"I'm not sure it's resulted in any
significant removal of restrictions,
but the attitude seems to be im-

proving."
"Some insurers are definitely

willing to grant added coverage
through endorsements or added
enhancements," agreed Certain-

teed's Mr. Krenicky. In particular,
insurers writing liability coverage
on claims-made forms are re-eva-

luating discovery periods, he said.
They also are broadening coverage
to include sudden and accidental

pollution incidents, he said.

Though the term risk retention of Concord General Corporation we
may be new, the concepts behind the offer you the added performance of a
term have been around tor centuries. respected insurance leader.

Whether it's a self-insurance plan, We provide a full range of«un-
acaptive, a risk retention group, orpur- bundled" cost effective services that can
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"I have never gotten better ser-
vice than I'm getting now from in-
surers of primary casualty" cover-

age, said Mr. Armstrong of Xerox,
who also saw improvements in pol-
icy terms. He predicts further im-
provements later this year and in
early 1989.

"We're fairly happy" with the
insurer's service levels, said Ms.

Stephens of Western Farmers.
"Maybe two years ago they weren't
responsive at all to the insured, but
this year they quoted the business;
they wanted to keep us."

Risk managers also credited
their brokers with improving their

rapport with the insurers.
"The brokerage community has

helped because they've made their
plans for renewal a lot earlier than
they used to; they had their ducks
lined up a lot earlier this year,"
said Mr. Rinaldi.

But, some risk managers contin-
ued to have chronic problems with
service from the insurers.

'Tin not impressed by service

levels in the industry in general,"
said Mr. Aiello of Heinz. "It's a

segment of the industry that's been
ignored."

For example, he noted that poli-
cies come in to the client "in terri-

ble shape," with spelling and
grammatical errors as well as
problems with content.

"You certainly hope you don't
have to litigate with these policies,
but from time to time you have to,"
he said.

But, as 1987 ground to a close,
risk managers generally felt satis-
fied with their renewals.

"I'm done," said Xerox's Mr.
Armstrong on Dec. 22, as he closed
the book on his January 1988 re-
newals and headed for a vacation.

"I'll be out until the beginning of
the year."

He compares this year's easy-
going renewal market to last Dec.
22, when "I was still saying my ro-
sary" that Xerox's renewals would
be completed by the Jan. 1 dead-
line. •

Insurers
Continued from page 1
Mr. Fowler.

Edward Laugle, senior vp and senior marketing officer of Fireman's
Fund Insurance Cos. in Novato, Calif., agreed. "The new tax law, no
doubt, is going to take a bite out of the industry's profits; I anticipate it
will probably negate some rate reductions for some companies."

Dan R. Carmichael, president and chairman of Shelby Mutual In-
surance Co. in Shelby, Ohio, says he does not think all companies
"realize what the impact of the tax act will be three to five years out.
That needs to be taken into account on liability pricing and reserving,
which is another reason it makes no sense that liability rates went down."

The Tax Reform Act of 1986 increases the taxis property/casualty
insurers will pay by requiring that loss reserves be discounted for tax
purposes and by imposing a tax on a portion of the unearned premium
reserve (see story, page 41).

F. David Rolwing, president of Montgomery Mutual Insurance Co.
in Sandy Spring, Md., said that the stock market crash "sent a shock
through the insurance community," though he also suggested the market's
decline needs to be put in perspective.

At the end of trading on Oct. 19, the day the Dow Jones dropped 508
points, the market stood near where it had at the beginning of 1987, he
said. And, since then, the market has recovered some of the ground it lost,
Mr. Rolwing pointed out.

"If the market had continued to go up, we would have added roughly
20% to 22% to surplus," he said. "Basically, the drop cut that in half."

According to the Insurance Services Office Inc., the October crash
cost insurers $10 billion in paper gains, or about one-quarter of the
$42 billion increase in policyholder surplus amassed by the industry
over the 21/2-year period ending June 30, 1987.

Despite the new tax law and the stock market crash, price competi-
tion exists, insurers concede.

Montgomery Mutual's Mr. Rolwing estimates that property insurance-
rates will drop 5% to 10% in 1988.

"Property rates took a major drop in 1987," said Richard Wratten, pres-
ident of commercial insurance division at Transamerica Insurance Co. in

Los Angeles. "There isn't room for another 25% drop."
Because property insurance rates dropped throughout 1987, rates will

drop by "not less than 5% and not more that 10%" for 1988, said
Thomas M. Waugh, senior vp-products division for Zurich-American In-
surance Cos. in Schaumburg, Ill.

Fireman's Fund's Mr. Laugle said property rates are dropping 3% to 7%
on renewal.

Some insurers, however, see more competition in the property market.
For example, Chubb's Mr. Van Gilder said rates for property in-

surance are being sliced 10% to 20%. "Whether that's an honest as-
sessment of rates or insurers' drive for market share is hard to tell," he
said.

The drop in commercial property insurance rates disturbs Shelby's
Mr. Carmichael. Prices are "almost as bad as 1983-84 pricing," he
said.

Mr. Carmichael added that Shelby, a unit of Alleghany Financial Corp.,
had required in 1986 and 1987 that commercial clients buy property cov-
erage along with liability insurance. "Now, because of inadequate pricing,
we're willing to let the property part go."

Liability insurance rates are generally more stable, insurers report.
William H. Boornazian, senior vp of the commercial insurance divi-

sion of Aetna Life & Casualty Co. in Hartford, Conn., said that ca-
sualty rates generally are stable and there may be some "selected reduc-
tions" for some clients in some areas. "Still, I don't think you'll see any
significant slippage in the future."

"There is more stability in the liability area than the property area,"
CIGNA's Mr. Fowler said.

Chubb's Mr. Van Gilder agreed: "There is not the weakness you see
in property."

Mr. Waugh says liability rates are generally dropping, but not "dramat-
ically." He added that the steepest cuts are in general liability lines.

The price per exposure unit for liability risks has dropped 3% compared
with a year ago, Fireman's Fund's Mr. Laugle said.

"People are trying to adequately price casualty lines, but there's still
more competition," said Montgomery Mutual's Mr. Rolwing.

For instance, AIG's Mr. Smetana said umbrella policies are renew-
ing at 15% to 20% off last year's rates.

Directors and officers liability rates are also softening, said Tran-
samerica's Mr. Wratten.

Chubb's Mr. Van Gilder agrees, pointing out that rates for some
D&O risks are dropping 20% to 30% on renewal.

While the casualty market is gradually softening, some lines of casualty
Continued on next page
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insurance are still hard to find.

Robert A. Imse, vp-operations of
the standard commercial division
of Hartford Insurance Co. in Hart-

ford, Conn., said there still is not
much of a market for long-haul
trucking or pollution liability
risks.

Other lines of liability insurance
in which rates are rising, besides
workers compensation, are tradi-
tionally hard-to-place lines like
medical malpractice and some
types of professional liability in-
surance, insurers say.

Insurers say capacity for most
types of commercial insurance-
both property and casualty-is in-
creasing.

Chubb recently announced it
would increase its capacity for ex-
cess liability and umbrella risks to
$25 million from $15 million.

Fireman's Fund increased its ex-

cess casualty insurance capacity to
$30 million from $25 million in
early November.

"Casualty limits are higher today
than six months ago or a year ago,"
said Mr. Wratten. "Property ca-
pacity has never been a problem."

Yet, "there is not a lot more reli-
able capacity," Mr. Van Gilder
said. "But there is a lot of capacity
of questionable repute."

Insurers generally will not com-
ment on how much overall excess

liability capacity is available. Bro-
kers estimate $100 million to $150
million in excess liability capacity
is available from commercial in-

surers alone, not taking into ac-
count capacity offered by pools
and other alternative facilities.

"My gut feeling is that is proba-
bly right," said one insurer who
asked not to be named.

"A lot of capacity has moved
back into the excess liability area,"
another insurer said. "What I am

hearing is that some of the disci-
pline to maintain pricing on ex-
cess is eroding very rapidly."

Competition is being fueled by
regional insurers' increased appe-
tite for market share, some na-
tional insurer executives say.

Liberty Mutual's Mr. Rabenstine
said competition from regional in-
surers in some states is especially
heavy for workers compensation
and trucking risks.

And Transamerica's Mr. Wratten
said that in Southern California

some regional insurers are pricing
coverage 40% lower than the na-
tional insurers.

But CIGNA's Mr. Fowler said
every insurer is trying to write
more business and that regional
insurers should not be singled out.

Mr. Rolwing of Montgomery Mu-
tual, which is active in six mid-At-
lantic states and the District of

Columbia, said that regional com-
panieshavefound a nicheinthe
marketplace that some national in-
surers might be disinclined to
enter. For example, regionals have
a better feel for certain smaller

commercial accounts, he said.
Shelby's Mr. Carmichael agreed.

His company, which operates in 14
states east of the Mississippi River,
seeks commercial clients in rural
and suburban areas.

"Main Street-type accounts"
form the bulk of the company's
commercial lines business, which
accounts for about 30% of Shelby's
premium volume, he said.

National companies do not al-
ways share Mr. Carmichael's en-
thusiasm for such accounts.

"We're not a Main Street market
writer," Wausau's Mr. Tornow
said. He added that Wausau's em-

phasis is on larger commercial ac-
counts.

However, James S. Kemper III,
commercial lines underwriting
manager for Kemper Corp. in Long
Grove, Ill., said his company in-
tends to introduce a "Main Street
business" package this year to tap
a market it previously has down-
played.

Other insurers agreed that they

are now interested in writing risks
they would not consider a few
years ago.

"As profitability has improved,
we've been willing to write more
business," said Mr. Waugh of
Zurich-American, which is now
seeking more -industrial and
wholesale kinds of insureds" to ex-

pand its book of business.
Fireman's Fund's Mr. Laugle

said the insurer is taking another
look at writing liability coverage
for schools and day-care centers
"on a selective basis."

As the market softens, the ad-
mitted insurers say they now are
Writing more risks that had been
written by excess/surplus lines in-
surers.

' A lot of business in the excess

market is returning to the primary
market," said Mr. Fowler.

';It is an inevitable result of the

market softening," Mr. Van
Guilder said.

Continued on next page

Nine out of every ten aircraft accidents have pilot-
related causes.

That's why every pilot should train to proficiency
at least once every eight months. And the best
training-according to both pilots and aviation
insurers-is a professional program of simulator

- based training.
Simulators are vital for complete, safe training.

For example, there are 265 specific faults, systems
malfunctions or adverse conditions that can be

demonstrated in FlightSafety's newest simulators.
Incredibly, over 70% of those "problems"

are either impossible or unsafe to demonstrate
in the airplane itself.

Every year, FlightSafety trains over 25,000
pilotsman elite group with a superlative safety

Robert B.Tompkins
promoted at American Re
Robert B. Tompkins has been promoted to Senior Vice President
of American Re's Administration Division.

Mr. Tompkins is responsible for the operations of these depart-
ments: Corporate Communications and Advertising,
Corporate Facilities, Corporate Services and Payroll, Internal
Audit, Personnel, and Training and Development.

American Re-Insurance Company $49""i#P
One Liberty Plaza, 91 Liberty Street, New York, NY 10006 (212) 618-7000 
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One of FlightSafety's fleet of more than eighty flight simulators.

record. And we back up the quality of that training
by providing a free $50,000 accident insurance
policy to qualified FlightSafety Pro Card holders.
(It's a benefit that can rise to $100,000 with
repeated training sessions.)

If your responsibility for risk protedion includes
business aircraft, contact FlightSafety for informa-
tion on training programs for your specific aircraft.

Write FlightSafety International, Dept.U-018,
Marine Air Terminal, LaGuardia Airport,
Flushing, N.Y. 11371 Telex 667573UW; or call

1-800-227-5656
(In New York, 718-565-4120).

FlightSafety
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Renewal report

Insurers "We really want to keep the renewals," Fireman's Fund's municipal liability markets in four states in the first half of
Mi Laugle said last year as the result of tort reforms (BI, July 13), he knows

Contznued from pievzouc page He added that the insurer is offering agents incentives to of no such moves during the second half of 1987
But neaily all the insuieis stiessed they will sactifice mai- keep existing business on the books He pointed out this lS And Transamerica's Mr Wratten said California munici-

ket shaie li the pi ice is not light somewhat of a break from tradition, since insurers usually palities and day-care centers now can buy liability insurance
"We will continue to look for quality business that is emphasize new business production because of tort reforms in the state But, he suggests that

priced adequately," said Liberty Mutual's Mr Rabenstine Renewal business also is taking priority over new business there is little price competition for this business
"And if it isn't priced right, we will definitely walk away " at Tiansamerica, Mr Wi atten said "There was a lot of talk about tort reform," says Chubb's

Mr Wratten agreed He said Transamerica will not cut Mr Boornazian stressed the importance of a client estab- Mr Van Gilder -But most tort reform measures passed will
rates to gain market share "I lived through that once al- lishing a long-teim relationship with Aetna take years to alter the behavior of trial lawyers and

ready " Mr Van Gilder agreed, saying he hoped insurance buyers ]udges
And, Walter H Hallowell, executive vp of Continental learned something about loyalty in the last market cycle "A lot of tort reform measures were pointless There were

Corp in New York, said "We will not write any piece of Despite the more vigorous price competition in the mar- watered down" he adds
business (for which) we do not think the price is ade- ketplace, most insurers report that they will maintain their "We have seen no dramatic changes due to tort reform,"
quate We learned that lesson in the last underwriting cycle current net lines and not purchase additional reinsurance said CIGNA's Mr Fowler

We will shrink before we will lose money " "Many insurers are taking a very heavy net line-$15 mil- Hartford's Mr Imse said he thinks that changes in tort law

Shelby's Mr Carmichael is even more blunt "We will not lion to $20 million-in casualty," AIG's Mr Smetana said "encouraged some companies to be more active participants

participate in the low pricing, it got US into trouble last time Similarly, insurers report that policyholders generally are in some states " At the same time, however, he said new
We're prepared to focus on personal lines if commercial retaining the high deductibles and self-insured retentions regulations promulgated by state insurance departments and
prices fall too low " forced upon them when the market hardened "The larger legislatures have thrust new burdens onto insurers

And although brokers say field office underwritets get corporations are still going to be moving toward larger self- "The advance notification procedures that have been put
conflicting messages from the home office on pricing and insured retentions and deductibles," said Aetna's Mr Boor- into place have been very costly," he said, referring to policy
premium volume growth, most insurers say they have taken nazian "They've got to have continuity in their programs " cancellation and non-renewal notice requirements He added

steps to improve communication with the field Insurers agree that the claims-made commercial general that state requirements on insurers for collecting and report-
To ensure that branch office underwriters do not write liability policy form is not prevalent at renewals Most insur- ing data also have cost the industry time and money

inadequately priced business in an attempt to increase mar- ers say they use the claims-mace form on less than 2% of In general, insurers characterized the January renewal sea-
ket share, several insurers said they have increased the mom- their business, mostly for long-ta.1 risks son as a period of cautious competition
tors and controls on field office underwi iters Mr Imse of Hartford, for example, noted that his company "We are seeing a return to normal competition," said Con-

"In the last cycle, the monitors and controls (on the field is USlng the occurrence form for all standard business tinental's Mr Hallowell "The market lS returning to a bal-
offices) definitely weie not in place," said Mr Wratten of And, Liberty Mutual's Mr Rabenstine said some policy- ance between healthy competition and a normal concern for
Tiansamerica said "We have much better communications holders whose coveiage is now written on the claims-made risky business "
today than three yeais ago We can step in and coriect prob- form are requesting occurrence quotes "Because there was so little competition in previous years,

lems very quickly " "On claims-made I guess that's a product, a form, that was any competition tends to be exaggerated," said Liberty Mu-
Mi Wratten said he has a computei in his home that can not accepted in the broad marketplace We don't use it tual's Mr Rabenstine

pick up prices from the field offices much," said Mr Kemper, adding that use of the form is nec- Mr Kemper said "the big change was Jan 1, 1987 "

Mr Fowler of CIGNA said his company has improved essary only for a "small numbei of accounts " "I think things have leveled off and we're in a typically
communication between the home office and field un- Fireman's Fund currently iequires the use of the claims- competitive market on the commercial side," Mi Kemper
derwziters by streamlining the management structure made form for 200 classes of business, but ' we may reduce said "I think companies have improved their capabilities to
CIGNA has eliminated the number of field manageis to that number," says Mr Laugle He cautions, however, that monitor the11 results "
the point that when management needs to talk to the field the insurei will continue to insist on claims-made coverage Edwin J Rinehimer, senior vp in the piopeity/casualty di-

offices they can call all the field manageis into one office for risks with cumulative trauma erposures vision of Travelers Corp in Haitfoid, Conn , called the Jan-
"I don't believe there is a communication gap," he said Torti eforms, however, are not a factor in writing coverage, uary renewal season "a non-event "
Mr Van Gilder of Chubb & Son said his company -has insuieis say "I haven't seen a marked change between July and Jan-

excellent communication with the field offices " "Everybody's adopted a wait-and-see attitude" with re- uaiy," he says
And, as part of their strategy to unite only adequately gard to changes in state tort laws, Mr Waugh of Zurich- But, Mi Rabenstine said that while changes in the market

pticed business, insureis also aie concentiating on letaining Amelican says have been slight, cuirent renewals will be "critical" because
tenewal business hatlei than new accounts Mr Laugle says although Fireman's Fund re-entered the insurers will monitor their results very closely
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London may compete to maintain volume
Bv STACY SHAPIRO

and CAROLYN ALDRED London market says surance Co (U K) Ltd, a wholly coverage on a 6 75% (of the insured
owned subsidiary of aviation un- value) rate in 1986," said one
derwriter Polygon Insurance Co Lloyd's underwriter "We would

LONDON-A quiet renewal sea- Ltd of Guernsey, which writes have gone down to 5% this year,
son in the London market coupled the business comes from the U S completed at all 70% of Northgate's slip, and Crom- but the boys (in the United States)
with a weak U S dollar may force or not, while underwriter's ex- Last year, London underwriters bie Insurance Co (U K ) Ltd, a took it off us at 3%"
London underwriters to slash rates penses are in sterling," said Ron began losing 1987 U S property subsidiary of Canadian property "The property market has sof-
and eliminate coverage restrictions Iles, chairman of Lloyd's broker insurance renewals to U S un- and financial services group Em- tened, but not as much as in the
in the next few months to maintain Alexander Howden Reinsurance derwriters who were undercutting pire Co Crombie, which writes U S," added Mr Iles of Howden
premium income Brokers Ltd "Therefore, the effect London rates as well as US excess 30% of the slip (BI, Sept 21, Reinsurance "London iS Still lOS-

However, the losses stemming of the softening dollar will mean liability insurance renewals, which 1987) ing business to the U S and is not
from the October storm that ripped London insurers will either have to were being written on an occur- Also, a London branch of Lex- prepared to follow rates down as
through London and parts of Eu- reduce expenses dramatically or renee basis by U S underwriters ington Insurance Co , a unit of far as domestic companies "
rope and the October stock market write more business to keep their Yet, despite renewed competition American International Group More capacity also can be tapped
crash could temper London un- sterling income up Maybe that from U S underwriters, sources in Inc, increased ltS excess liability in London for various kinds of U S
derwriters' urge to write more will mean there is more competi- the London market were optimistic insurance capacity to $18 million casualty insurance and reinsurance
business tion to come " because capacity had returned to from $15 million, brokers say Lex- programs, brokers and un-

At year-end, London un- "Lloyd's and other London un- the market and liability rates only ington did not return repeated derwriters say
derwriters held U S property/ca- derwriters will have to write more increased marginally (BI, Jan 5, phone calls For example, more London un-
sualty accounts that had been to keep their sterling income up 1987) "There is new capacity in Lon- derwriters are following Weavers
placed in London last year, but because of the falling dollar I can This year, brokers say they have don, particularly from new Lloyd's claims-made excess liability insur-
London underwriters did not see see a late softening of the market," either completed their renewals or syndicates and new company mar- ance wording than last year, al-
very much new business from the added Callum Stewart, a director have assurances from underwriters kets," said Hugh Prior, managing lowing London brokers to place up
United States because there was of Lloyd's broker C E Heath that they will write the coverages director of Lloyd's reinsurance to $40 million on Weavers claims-
ample capacity in the US market, PLC "Next year is going to be Nearly all brokers say they will broker Winchester Bowring Ltd made form at rates similar to last

London underwriters and brokers tough for underwriters with rates complete renewals by the renewal "There is more meaningful ca- year
say coming down However, the policy- dates pacity across the board and any Much of the additional capacity

Unlike U S underwriters, un- holder will come out of it very "Most Jan 1 quotes are out shortfalls m last year's programs comes from members of Weavers
derwriters in the London market nicely " now," said Ian Donaldson, director can be filled this year," added Mr line slip CalFed Inc, a unit of a
only reduced rates marginally, "The weakening dollar lS going of the North American division of Iles from Howden Reinsurance California savings and loan,
with a few exceptions, and main- to cause problems It will put more Alexander Howden Ltd "More New capacity in London for U S opened Anglo-American Insurance
talned some coverage restrictions, pressure on people to write pre- (programs) will be placed on Jan 1 property risks was particularly Co Ltd in London in April with
brokers and underwriters also say mium income," agreed Christopher than last year as more were placed evident, brokers and underwriters $80 million of capital Anglo-
However, capacity was increased Underwood, a director of Lloyd's in 1986 than the year before Be- agree American began writing 334% of
for property risks and even ca- broker Norex Insurancf Brokers cause the capacity is there, you Mr Wooderson of Wlills Faber, Weavers line shp, allowing Weav-
sualty risks, when written on a Ltd should be able to finish (programs) for example, suggested property ers to write 100% of a $5 million
claims-made basis "In London, lt'S been one of the by Jan 1 " reinsurance capacity increased layer excess of at least a $2 million

Specifically, brokers and un- quietest renewal seasons we've London underwriters and bro- 30% to 40% per claim/$4 million aggregate
derwriters say, London un- had," said one Lloyd's of London kers say more capacity was avail- One Lloyd's underwriter also self-insured retention, 87 5% of the
derwriters during the year-end re- underwriter who did not wish to be able this year-in the London mar- pointed out that brokers who $15 million excess of $5 million
newal season named ket for all classes of North couldn't complete property insur- layer, and participation on the $30

• Reduced property insurance With a quiet season, and rates American business from estab- ance programs last year now find million excess of $20 million layer
rates between 10% and 15%, al- not going up, the Lloyd's un- lished underwriters in the market twice the capacity they need (BI, April 20, 1987, April 13, 1987)
though some rates were reduced by derwriter's syndicate has written In addition, new Lloyd's syndi- "There is even excess capacity in As a result, brokers say that they
as much as 40% Property reinsur- 10% to 15% less this renewal sea- cates offer an additional 120 mil- some areas, particularly property can place up to $40 million on the
ance rates did not drop as much as son than last year in terms of dol- lion pounds of premium income excess-of-loss reinsurance," added Weavers claims-made form with-
expected because of the windstorm lar premium volume, he said ($220 8 million)-not all of which Mr Iles of Howden Reinsurance out gaps, compared with only $20
losses Specifically on U S property in- is available to U S risks-and a As a result, property insurance million last year with gaps

• Maintained casualty insur- surance and reinsurance, the Lon- few new company underwriters rates are decreasing, London bro- "We've not been asked to find

ance rates at expiring rates with an don market is seeing 15% less in opened their doors kers and underwriters agree more than $40 million," said How-
occasional 10% rate reduction premium income in pounds for For example, English & Ameri- For instance, Mr Wooderson den's Mr Donaldson Generally,

Only accountants and lawyers small commercial property risks can Insurance Group PLC set up says property rates are decreasing clients seeking high limits of cov-
professional liability insurance that come through underwriting a new underwriting agency to by 30% to 40% erage are the Fortune 250 corpora-
continued to see rate increases in agencies and about 30% less for the write property excess-of-loss A Lloyd's property underwriter, tions, which look for excess cover-
London "big-ticket" commercial property treaty reinsurance The agency, however, says that original rates age above $40 million from the new

• Increased excess liability in- programs of ma]or corporations, he Northgate Underwriters Ltd , on property reinsurance are only facilities like ACE Insurance Co
surance capacity to $40 million added This is due to a combination began underwriting at year-end re- decreasing 10% to 15% Ltd and X L Insurance Co Ltd

without gaps from $20 million with of lost business and the weak dol- newals for two British Department And, some property business is Despite the willingness of U S
lar of Trade and Industry licensed in- still being lost to the U S market, insurers to provide excess liability

• Continued to offer mainly "Underwriters will be tremen- surers, which put up 7 5 million brokers and underwriters say coverage on an occurrence form,
claims-made policies for excess h- dously short of (premium) vol- pounds ($13 8 million) in Capital For example, "on our insurance renewals have stayed in London on
ability insurance, though an occur- ume because there is new capac- each The insurers are Polygon In- business on trucking, we wrote the Continued on next page
renee market started to develop ity and the original pricing is going

Also, London reinsurers at- down," he said "The issue coming
tempted to maintain restrictions into the next year is that people are
on property and casualty reinsur- going to be short of premium in-
ance treaties, brokers and un- come and people will be Interested
derwriters say in writing more " 9th Annual

Even without rate reductions, The renewal season in the Lon-

U S dollar premiums that flowed don market normally begins
into London automatically de- around the beginning of October *4
creased about 24% from last year and continues through January

PETROLEUM
when converted into British During that time, London un-
pounds because 1 pound now costs derwriters renew their own rein-
about $1 84 compared with $1 48 surance treaties in the London ex- INSURANCE
at Dec 31 last year As a result, cess-of-loss reinsurance market,
many London underwriters are not U S ceding companies renew their
expected to write as much in pre- reinsurance treaties and major
mium as they are permitted, called U S corporations renew their
their premium income limits, property/casualty insurance pro-

CONFERENCE
which are calculated in British grams The year-end programs March 10-11, 1988, Dallas
pounds usually renew on Dec 3 k or Jan 1

These London underwriters will During year-end renewals in
be forced to write more business to 1984 for 1985 coverage and in 1985
maintain their premium income, for 1986 coverage, the London

Attend PIC'88 and obtain solid environmental impairment andcut their expenses or watch their market was a madhouse as brokers
profits decline, sources in London searched in vain for capacity to financial benefits. This year, pollution control.
agree complete insurance and reinsur- premium costs are moderating

"We are not as busy as we had ance programs that could not be Risk management alternatives and
hoped," said John Wooderson, completed in the United States or actually decreasing. Receive liability insurance have never been
managing director of the North Capacity was tight and rates valuable input on how to receive more important. Learn preventive
American division of Lloyd's bro- skyrocketed, particularly for lia- maximum rate credit. strategies at PIC'88.ker Willis Faber PLC "But, we bility coverage
are certainly getting our chances In addition, for 1986 renewals Insurance underwriters, agents,
on all the renewals " Lloyd's Introduced its restrictive buyers, contractors and operators Call or write for more information:

"But, this is all shadowed by the claims-made wording for excess 11-
dollar at $1 84," said Mr Wooder- ability insurance and H S Weavers

can focus on mutual solutions to Professional Development Institute
son The weak dollar "makes lt (Underwriting) Agencies Ltd also coverage, funding, and claims RO. Box 13288, NT Station
much cheaper for us to go travel- introduced ltS claims-made word- problems. Special emphasis has Denton, TX 76203-3288
ing and buy Christmas presents ing for excess liability business
(It also) allows underwriters to (BI, July 14,1986) been placed on how to solve Outside Texas 800-433-5676

write more " For those two years, some year- emerging problems in the areas of D/FW Metro 267-5671 (817) 565-2483
"Most of the London market's end renewals were not completed

mcome is in U S dollars, whether until summer, and some were not
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Leadership
IS OUR STRENGTH

Richard Whiley, Inc.-a pioneer capable
of structuring the most complex
reinsurance programs.

• Creative solutions to the reinsurance

requirements of insurers and reinsurers.
• Access to markets world-wide.

• Broad diversity of clients.
• Dedicated to service excellence.

• Sensitive to changing market conditions.

• Resources to handle all classes of Treaty and
Facultative business.

• A Xerox Financial Services Company.

Reinsurance Intermediaries

Headquarters:
110 William Street, New York, New York 10038
(212) 732-1360

Branch Office:

.12 Piedmont Center, Atlanta, Georgia 30305
(404) 264-0222

Just Because Life
Is PHOf Risks
Doesn'tMean

Risk YIanamment
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Risk management can be a
real game of chance. Handle
all the calculations on com-

pany loss and exposure by
hand and you waste time.
Rely on an outside source for
analysis and you lose control.

The National Underwriter

Companyhas a risk-free
answer. Try RiskMap-your
software guide to handling
Risk Financing and Loss Forecasting func-
tions yourself. Developed by Alan Cantor, an
expert in risk management systems, each
RiskMap program is well-documented and
easy to use. Even those who aren't familiar
with standard spreadsheet programs can be
up and running in an hour. RiskMap takes the
mystery out of some very complexprocesses.

Ell me moreabout RiskMaB
 Sendmeabrochure.
I Send me the Risk.Map demonstration system.

Checkone: O 544" disk 0 3%" disk

Enclose your check or money order for $45 (residents of
CA, DC, FL, GA,·IL,NJ, NY, OHand PA addtheappro-
priate state sales tax) and sign the confidentiality agree-
mentbelow

I agree to keep all RiskMap material strictly confidential.
The material will be used for internal review purposes
only. Nocopieswillbe made, and Iagree to return all
materials within30 days.

Signature

And with its sound approach,
3RRi{*f you're assured of accurate

analyses in a fraction of the
time it would take to calculate

1 by hand-ora fraction of the
cost it would taketohavethe
work done outside.

TryRiskMap RiskFinanc-
ing for only$1995, Loss Fore-
casting for $1495, or save by
orderingbothforonly$2995.

Send for a free brochure by completing the
coupon below or calling us toll-free at 1-800-
543-0874 (in Ohio, 513-721-2140).

Or take a closerlook with our demonstra-
tion system. The system is available on a 30-
day trial basis for $45, which can be applied
to the purchase price. Mailin the coupon and
takecontrolof yourrisk today.,

Please complete the informaiion below

Name

Organization

Street Address

City State ZIP

Business Phone

Return this coupon Candi your check if you're ordering a demon-
stration system) to: The NationalUnderwriter Compary,420 E.
4thSt.,'Cincinnati, OH 45202.

Date RISKMAP
2-1M

UNDERWRITER drives(orone floppy plushard disk); monochromearcolor monibor, dot matrixor laser printer.

London
Continued from previous page
Weavers claims-made form, bro-
kers say.

"Weavers is holding the line on
pricing-no increases, no reduc-
tions," said Mr. Donaldson. "We
hear of a large occurrence market
(in the U.S.), but orders have not
moved at all to the occurrence

market. . . .We have only lost three
accounts in the last month to the

occurrence market, so claims-made
is holding up."

"Weavers is the only market here
with a full program," added John
Tyndall, executive director of the
non-marine casualty division of
C.T. Bowring & Co. Ltd. "And, cli-
ents want to stay with Weavers for
the long-term relationship. . . and
for continuity."

Weavers also amended its

claims-made form earlier this year
to provide broader coverage (BI,
Oct. 19,1987).

London, brokers also can find
general liability insurance capac-
ity on an occurrence basis in one of
two ways. Mr. Tyndall says that
some London underwriters will

"fill in" line slips on an occurrence
or claims-made basis. For example,
if 70% of the coverage is placed in
the U.S. on an occurrence basis,
London underwriters will com-

plete the other 30%, he said.
"But there is only about $2.5

million to $5 million (in capacity)
available on an occurrence basis

following the domestic market," he
added, and the occurrence capacity
is basically available for short-tail
risks.

Only about 5% of Bowring's lia-
bility business is placed in "fill-in"
markets, he said.

Meanwhile, as much as $150 mil-
lion to $200 million of additional
liability insurance capacity is
available on an occurrence basis in

London's marine market, London

brokers say. However, the risks
must have enough marine content
to be considered by the marine
market.

Also, London's marine un-

derwriters' reinsurance is subject
to exclusions introduced by ex-
cess-of-loss reinsurers to exclude

seepage and pollution, product lia-
bility on an occurrence basis,
directors and officers liability and
errors and omissions risks.

"If you can make it look marine
enough-like it is cargo-and place
$20 million with underwriters on
that basis, then you can get into
the marine market line slips and
place up to $150 million," said Mr.
Tyndall.

The world's major oil companies
are placing their property/casualty
programs in London's marine mar-
ket in this manner (BI, Dec. 7,
1987).

Among specialty liability insur-
ance lines, directors and officers li-

ability insurance rates have de-
creased as much as 25%, but

London underwriters say they are
reluctant to follow rates down any
further.

The London market offers a line

slip of $10 million capacity
through several Lloyd's of London
brokers.

In another difficult line, bankers

blanket bonds, rates are holding
steady in London while capacity
has increased to about $25 million,
up from $15 million to $20 million
last year, said Stephen Burnhope,
Lloyd's non-marine underwriter
for a syndicate managed by Mer-
rett Underwriting Agency Manage-
ment Ltd.

The only lines for which un-
derwriters are quoting rate in-
creases are professional liability
for accountants and lawyers, un-
derwriters and brokers agree.
"Professional liability rates still
have room for upgrading-in ac-
countants and lawyers, for in-
stance," said Mr. Burnhope.

And, placing reinsurance in Lon-
don for general liability business,

"is still very difficult," said Hady
Wakefield, deputy chairman of
C.T. Bowring Reinsurance Ltd.,
though "it is possible to get capac-
ity in monoline areas such as pro-
fessional indemnity."

There is more capacity for medi-
cal malpractice coverage, said
Roger Gladwell, a director of
Bowring. "We are just renewing a
major program, and the major (un-
derwriting) players are increasing
their lines by an average of 20%."

London underwriters are still

trying to insist on sunset clauses on
casualty reinsurance treaties "de-
spite losing business to the U.S.,"
said Mr. Stewart of Heath.

However, London brokers and
underwriters warn that one of the

largest windstorms in history on
Oct. 16, coupled by the stock mar-
ket crash on Oct. 19, could prevent
rates from plummeting any further
and prevent additional increases in
capacity.

Reinsurers at the Baden-Baden

reinsurance meeting in West Ger-
many in October hoped that prop-
erty rates would stop plummeting
following hurricane-force winds
that hit Southeast Englandf France
and Norway in October (BI, Nov.
16, 1987). London sources now be-
lieve that claims from the hurri-

cane-force winds could top 1
billion pounds ($1.84 billion),
making it one of the most expen-
sive natural disasters in history.

Already underwriters expect
property rates to rise in the United
Kingdom and France. Then, they
expect the rest of the world prop-
erty markets to be affected by July
when the retrocessional market

will be asked to pay for the losses.
The LMX market in particular

"will have to pay major chunks of
money," said one Lloyd's un-
derwriter.

"Any more widespread re-rating
for catastrophe cover will become
obvious when the effects of the Oc-

tober windstorm are known," said
Mr. Prior of Winchester Bowring,
who added, "It's probably going to
be the largest loss there's ever
been.

"There has been no upward ad-
justment (in reinsurance rates) yet,
but any possibility of widespread
reductions, which were on the
horizon, have been stopped."

Mr. Iles of Howden Reinsurance

agreed that the October windstorm
looks to be "like being the single
largest loss ever. It's bound to have
an effect. Property reinsurance
rates have not fallen as much as

they looked like they would and
many companies have review
clauses in their catastrophe pro-
tections for next year which de-
pend on the claims that come from
the storm."

Review clauses allow rates and

terms to be readjusted at the time
of the review date, which is speci-
fied in the original coverage. Re-
view clauses normally are used in
contracts written early in the re-
newal season, say in September, so
that a reinsurance underwriter can

reassess rates and conditions in
mid- to late November.

The stock market crash also will

take its toll, brokers and un-
derwriters agree. "The stock mar-
ket crash has had no effect yet, but
in the long term it could well be
that investment income return-

used to prop up results of com-
panies, particularly U.S. com-
panies-is just not there anymore,"
said one London underwriter who
did not wish to be named. "It could

have a significant effect on some
insurers in the U.S. who haven't

recovered from the last down-cycle
and could signal another hard-
ening market."

"I can't help feeling that the
stock market crash is going to have
an effect on companies' surpluses,"
added Mr. Wakefield. "Some com-

panies have a very large proportion
of their net worth in equities and
people are going to have to be very
careful." m



By JUDY GREENWALD and DOUGLAS McLEOD Paul F Butler, president of St Paul Reinsurance Manage- are seemg rate reductions of 15% to 20%
ment Corp in New York, characterized the market as "enig- However, Mr Dikland of Philadelphia Re said prices are

NEW YORK-This year's January reinsurance renewals are matic There seems to be a great deal of negotiating activity holding for casualty clash covers, which responds when an
proceeding on a slow and steady course, with an emphasis on on technical aspects of the contract wordings themselves, event involves more than one policyholder
"slow," brokers and reinsurers report with lesser emphasis on negotiating price " The market also has softened in the form of easier terms

Despite ample capacity for property and casualty risks, Mr Butler said he supposes this iS because reinsurers have and conditions, most often in the form of increased loss ratic
reinsurance sources say that renewals are anywhere from one been "very vocal" over the last several months about their caps and extensions or elimination of sunset clauses
to three weeks behind even the delayed schedules of the last determination to hold the line on price Under many casualty reinsurance contracts that formerly
two years "I would say there isn't the erosion, certainly not in the limited reinsurance payments when the loss ratio on a con-

January 1986 reinsurance renewals took much longer to excess-of-loss area, that I understand some of the primary tract hit 150% or 200%, the cap in some cases is now as high
complete than in past years because of capacity shortages people are experiencing," Mr Butler said as 250%, Mr Cole reported
and each reinsurer seeking to dictate pricing and terms (BI, "I think it's normal In a normal marketplace there iS com- Hodson's Mr Rothpletz says loss ratio caps are going as
Jan 6,1986) petition In a normal marketplace, you must look at your high as 225% while sunset clauses are being extended tc

However, the situation improved significantly for 1987 re- better accounts and must give them some preferred treat- seven years from five years
newals (BI, Jan 5, 1987) ment," observed John B Legener, executive vp of American However, while U S reinsurers may agree to eliminate

Although renewals are proceeding slowly this year, brokers Union Insurance Co of New York, an Indianapolis-based sunset clauses altogether, London markets are still insisting
say they will have no trouble completing both property and unit of Lincoln National Corp on them even for "Main Street" casualty risks, Mr Rothpletz
casualty programs and that while competition is still far Less desirable accounts are renewed either "as is" or with said

from cutthroat, the reinsurance market has definitely sof- some modification, said Mr Legener, whose firm writes only Reinsurers are also easing payment terms, accepting loweI
tened treaty business minimum and deposit premiums and allowing quarterly

Some reinsurers attribute the slowdown to complacency Competition is more likely on property accounts, which are rather than semi-annual payments, Mr Cole said
among ceding insurers because they expected few difficulties very profitable for reinsurers, and there is some improvement Ceding commissions on property pro-rata treaties, mean-
m completing programs and therefore felt no great urgency in terms for short-tail casualty risks, according to Mr Le- while, are up 20% to 25%,Mr Rothpletz said
about getting into the market gener However, while there are some improvements in terms on

Brokers note that ceding insurers may not be seeing rate "We would pretty much see it as a mixed bag," agreed treaty business "it's not a substantial softening," reported
reductions of the size they expected and may be hesitating Charles E Erickson, executive vp of Signet Reinsurance Co Jim Stannard, senior vp at FUG Re in Morristown,NJ,a
before accepting quotations in Convent Station, N J "It's really sort of a transitional subsidiary of USF&G Corp

"I don't think it was as soft as people were anticipating," period " While there has been some softening in rates and Reinsurers are reviewing terms on a case by case basis
observed Michael E Rothpletz, executive vp and chief terms, especially in property, there is no consistency, Mr according to Mr Stannard Those ceding companies with
operating officer of reinsurance intermediary G L Hodson & Erickson said good results are asking for some improvement in terms, "bul
Son Inc of New Hyde Park, N Y "We see some leveling, but certainly no evidence of what it's not a case where everything is going down by a cer-

On the property side, softening has taken the form of rate could be called a soft market," said William G Clark, presi- tam percentage "
reductions of up to 20% on excess-of-loss treaty business and dent and chief executive officer of Transamerica Reinsurance Many reinsurance sources stress that ceding insurers ar€
an increase in ceding commissions on pro-rata treaties, bro- Co, based in Stamford Conn , one new reinsurer in the mar- keeping high retentions
kers say ket, which recently received a $185 million capital infu- "There hasn't been any malor switch away from the large

The property facultative market has become particularly sion from parent Transamerica Reinsurance Group (BI, Oct retentions of '87," said Skandia's Mr Engestrom
competitive, with "considerable" rate reductions by direct 26,1987) "I think that continues," NAC Re's Mr Mosca said of re-
writing reinsurers, according to Mario Leo, executive vp and cent relatively high retention levels
chief executive-reinsurance with Philadelphia-based TPF&C J "We've seen some forays by some of the primary companies
Reinsurance, a division of Towers, Perrin Forster & Crosby Reinsurance market says in decreasing retentions," he noted "By and large, I don't

Casualty pricing is generally holding steady, though 1 . think that has worked "
sources report rate reductions on some casualty risks, partic- Kemper Re's Mr Pinter said that ceding companies have
ularly specialty lines-such as directors and officers liability "We are inclined to think that most of the really soft un- become used to having the larger retentions over the past twc
and errors and omissions covers-for which stiff rate in- derwriters aren't in the business anymore, and the market years
creases have been the rule in recent years seems to bear that out," Mr Clark said "Certainly there has been no movement downward in re-

Softening on the casualty side iS more often taking the Transamerica Re has a $2 million per risk capacity and will tentions," although there have been fewer increases in reten-
form of more favorable contract terms for buyers, including largely focus on casualty business The reinsurer expects to tions this year than last, said Signet Re's Mr Erickson
extension or elimination of sunset clauses-which phase out post more than $150 million in 1987 volume, Mr Clark said Ceding insurers are increasing their retentions, said
reinsurance coverage over a defined period-and increases in Frank Haftl, president and chief executive officer of Met- American Union's Mr Legener
loss ratio caps-which limited reinsurance payments when ropolitan Reinsurance Co in New York, a subsidiary of Met- Mr Cole observed that ceding insurers generally are not
the loss ratio on a contract hit a certain percentage-brokers ropolitan Life Insurance Co , said, "We feel prices are hold- increasing their retentions on casualty business but about
say ing well half are raising property catastrophe retentions One insure

Ceding insurers for the most part are not reducing their "We don't see anything ridiculous We were prepared to increased its catastrophe retention to $3 5 million this year
retentions on property or casualty business, and some insur- take a firm stance, and don't seem to have had to," Mr Haftl from $2 5 million last year, he said, while another went to $2
ers are even increasing retentions for certain risks said However, other sources said they have seen signs of a million from $1 5 million

Brokers say that some large primary Insurers are increas- somewhat softening market Some U S reinsurers report more competition from the
ing their retentions to maintain net premium volume as pri- Mark Mosca, vp and manager of the treaty department at London market (see story, page 37)
mary rates fall, despite an increase in available reinsurance NAC Re Corp in Greenwich, Conn, said "the market's diffi- "I think the marine people in London seem to be mor€
capacity cult to characterize in a general way It's different in differ- prominent in non-marine activity than they have been m the

Meanwhile, some reinsurers report a greater willingness ent segments " past," said St Paul's Mr Butler
among London reinsurers-particularly marine underwriters For instance, working-layer reinsurance for the standard NAC Re's Mr Mosca said "the London property market has
-to reinsure U S business lines business of regional companies "appears to be increas- gotten significantly softer," but not the casualty market

Reinsurers and brokers also note that reinsurers have paid ingly competitive," Mr Mosca said "Margins are being "I think that London lS much more receptive to U S bum-
relatively little attention to the impact of the Tax Reform Act squeezed, and lt looks to me like lt'S going to be a difficult ness this year," although there lS Stlll not a great deal 01
of 1986, which could severely affect the profitability of prop- place to get an adequate return " interest in casualty business, agreed Signet Re's Mr Erick-
erty/casualty insurance and reinsurance companies (see "Casualty business in other segments appears to be a lot son
story, page 40) firmer, and there is not a great deal of erosion of prices or London is a "little bit" more amenable to handling U S

"The market lS very steady, and reinsurers are taking time terms," he said business on the property side, said American Union's Mr
to underwrite individual companies and individual treaties," Property business seems to be increasingly competitive for Legener He said the London market recognizes that the U S
said Willis T King Jr, chairman and chief executive officer Jan 1 renewals, he added While there are "pockets of op- market has gone three years without catastrophic losses
of Willcox Inc Reinsurance Intermediaries in New York portunities" for reinsurers in property "overall, the property and that prices would normally improve after three excellent

While terms and conditions are improving for buyers of business is not providing adequate margins," Mr Mosca said, years
property reinsurance, the casualty market "continues to be noting that declines in primary price levels will have an "Certainly, they seem to have a greater appetite," Transa-
very tough," he said impact on reinsurers' income merica's Mr Clark said of the London market "We have seen

"Nobody is willing to do anything dramatic," Mr King John Engestrom, senior vp and chief underwriting officer increased participation by London on a lot of accounts that
said, referring to reinsurers at Skandia America Reinsurance Corp in New York, said, we are also on "

He noted that primary insurance rates seem to be changing "It's easier for insurers to get reinsurance this year than last "I think London seems to have a growing appetite" for U S
Easter than reinsurance rates "If the primary market goes year, and there is pressure on the rates " business although lt has not reached 1983 and 1984 levels,
)ff, it's going off on its own " A Edward Gschwind, president and chief executive officer said Kemper Re's Mr Pinter

N David Thompson, president and chief executive officer of American Overseas Reinsurance Co in New York, agreed Skandia's Mr Engestrom said, "We don't see London as
)f North American Reinsurance Co /Swiss Reinsurance Co "Generally, I would say that the property reinsurance market giving in, really," although there has been some give in the
igreed, saying he does not see any dramatic changes in the is softening," he said marine market because of new capacity
einsurance market "I think the reinsurance industry iS , There's slightly more pressure on property," Mr Enges- Meanwhile, the London retrocessional market, is "still
naturing" and exercising discipline, he said trom said "We see it coming in casualty too, actually " rather difficult," Mr Engestrom added

Robert DeMichele, president of Reinsurance Corp of New Mr DeMichele of Reinsurance Corp agreed that business is Several reinsurers commented that they believe reinsurers
iork, said he expects 1988 to be a "pretty decent year " more competitive on the property side "We're obviously have not paid adequate attention to how the Tax Reform Act
teinsurers are actually trying to maintain discipline now aware of the competition on the primary level, so we're trying of 1986 will reduce profits if rates are not increased
ather than merely paying lip service to it as they did in 1982 to basically hold our own, from the reinsurer's perspective, Under a provision of the act, insurers must discount their
ind 1983, he said relative to rates " loss reserves for tax pruposes to account for future invest-

"I think if you look at the whole season, in many ways it's a Richard E Cole, president of Intermediary Cole, Booth, ment income to be earned between the time the reserve lS
iormal market," said Dewey Clark, senior vp at Prudential Potter Inc in Old Bridge, NJ, said he is seeing 8% to 10% established and claims are actually paid
teinsurance Co in Newark, N J The casualty business tends price reductions on property treaty renewals NAC Re's Mr Mosca said, "We see the Industry largely
o be renewing "as is " While there may be modifications Hodson's Mr Rothpletz reported that working excess prop- ignoring it," which he characterized as "puzzling "
nd ad]ustments, there will not be significant changes, he erty covers are seeing 15% to 20% reductions because of the North American/Swiss Re's Mr Thompson said "over
aid "huge profits that have been made ln the last couple of time" tax reform "will likely have an effect," because long-
There is a lot of pressure from ceding companies to improve years ' tail casualty business will be less profitable on an aftertax

einsurance terms on top of a "fair amount" of rate reduction Rate reductions for property catastrophe business have basis Ultimately, the reinsurance market will respond to
ctivity in the property and general casualty area, said Mi- averaged 5%-10%, said Willem K Dikland, president and this, he said
hael Pinter, executive vp-treaty underwriting for Kemper chief executive officer of Philadelphia Reinsurance Corp Transamerica's Mr Clark agreed that the industry has not
einsurance Co of Long Grove, Ill Reinsurance sources also are seeing some softening in the focused enough on the fact that ltS participants will become
That pressure exists because primary companies expect casualty market taxpayers, "and that smarts " More premium will be needed,
at volume for 1988 and hope to improve their bottom lines Mr Cole of Cole, Booth, Potter said that some specialized particularly for casualty reinsurers, because of the long-tail
y reducing reinsurance costs, he explained casualty reinsurance covers, including D&O and E&0 covers, nature of their business, Mr Clark said .
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Renewal report

Tax law puts squeeze on insurer profits
By DOUGLAS McLEOD Corp, a General Re unit serves already existing at the end still 100% tax-exempt, though in- still be significant, said Chris-

Any savings from the reduction of 1986 and the newly discounted surance groups will lose this topher P Garand, vp-corporate
STAMFORD, Conn -Property/ will be more than offset by four value of those reserves at the be- grandfathered status if they trans- underwriting/finance for General

casualty insurers will have to inte- major changes in property/ca- ginning of 1987-when the law fer the securities intercompany Reinsurance Corp
grate various financial disciplines sualty insurers' taxation took effect-will not be Included after Aug 7, 1986, he noted A computer model developed by

and raise rates to maintain profits • The requirement that insurers in taxable income An insurer's regular taxable in- General Re prolected the act's im-
under provisions of the Tax Re- discount loss reserves to reflect in- The fresh start provision results come, then, will consist of the total pact in 1987 on an insurer writing
form Act of 1986, reinsurance ex- r estment income that will be in a "double deduction" for insur- of its underwriting gain or loss, in- net premiums of $50 million-di-
ecutives predict earned between the time reserves ers, allowing them to deduct full, vestment income and the new law vided 60% casualty and 40% prop-

While the property/casualty in- are established and the time claims undiscounted reserves at the end of "add-ons" reserve discount ad- erty-at a combined ratio of 105%
custry as a whole incurred relati- are paid 1986 as well as the difference be- lustments, revenue offsets and Under old tax law, the insurer's

pely light tax liabilities under pre- • Taxation of a portion of insur- tween the discounted reserve and proration tax bill would be zero, assuming

vious law, under the new law "we ers' unearned premium reserves the amount of claims actually paid Insurers will pay the greater of no net operating loss credit But
will all, or virtually all, be taxpay- • Taxation of a portion of inter- from these reserves after year-end their regular tax-34% of regular under the Tax Reform Act, the in-
ers," says Ronald E Ferguson, est and dividends earned on tax- 1986, Mr Webster noted taxable income after 1987-or a surer-with its old investment

chairman, president and chief ex- exempt securities purchased after However, the fresh start provi- new alternate minimum tax portfolio-would be hit with a

ecutive officer of General Re Corp Aug 7, 1986 sion excludes any additions to re- The alternate minimum tax will $627,000 regular tax bill, largely
Even companies with statutory • Imposition of an alternative serves during 1986, an exception be equal to 20% of an insurer's because of discount ad}ustments,

operating losses may end up pay- minimum tax equal to 20% if an calculated to prevent insurers from alternate minimum taxable in- revenue offset and proration
ing taxes under the new law, Mr insurer's alternative minimum tax- building up reserves to capitalize come, defined as regular taxable If the portfolio were adjusted to

Ferguson warned at one of a series able income An insurer must pay on the double deduction, he said income plus a number of so-called reduce taxable investments, the
of tax planning seminars General the higher of ltS regular tax 11- Meanwhile, under a "revenue "preference items " bill could be reduced to $306,000,

Re has sponsored in recent months ability or its alternative min_mum offset" provision, the new tax law Mr Webster noted that even the model pro}ected

for its ceding company clients tax liability makes 20% of any increase in un- companies with large loss carry- By 1991, with net premiums of

While the impact of tax reform For loss reserve discounting pur- earned premium reserves taxable forwards may end up paying the $73 million and the same 105%
will vary depending on an insurer's poses, insurers will have to use the This means that 20% of new un- alternate minimum tax, since car- combined ratio, the insurer would
mix of business, the act generally applicable federal interest rate on earned premium reserves will be ryforwards can be used to offset be hit with a $1 1 million tax bill
will require insurers to integrate midterm government securities, treated as earned premiums for tax only 90% of alternate minimum tax even with an optimized investment
tax accounting, investment and Mr Webster noted To smooth out purposes, pushing a portion of an .liabilities portfolio, where ltS tax liability

underwriting disciplines to maxi- late swings, the Tax Reform Act insurer's premium income into a The net result of all the changes under the old law would still have
mize aftertax income, General Re provides for the use of a five-year year-earher tax perlod, he said will be to make tax, investment been zero, the model pro]ected
officials said last month at a se- rolling average of the applicable The revenue offset provision in- and underwriting planning much Insurers would have to impose

minar at its Stamford offices federal rate, though for 1987 and cludes no fresh start provision, and more complex for property/ca- premium increases of various mag-
"If there lS a silver lining in the earlier the assumed interest rate 20% of an insurer's 1986 unearned sualty insurers, General Re offi- nitudes-depending on their mix of

Tax Reform Act for the Industry, will be based on the last five premium reserve will be included cials observed business, loss experience and in-

it ts that lt Wlll cause the Industry months of 1986, or about 7 2%, Mr in taxable income over six years Insurers should aim to have their vestment portfolios-to offset the
to refocus attention on under- Webster said starting in 1987, he added regular tax liabilities match their increased tax liabilities, Mr
writing skill and discipline," Mr The act assumes a payment pat- Insurers that will be hardest hit alternate minimum tax liabilities, Garand said
Ferguson observed lern of three years for lines of in- by the revenue offset will be those the officials advised For example, a high combined

Under the tax law, the previous surance covered by Schedule 0 of that are growing quickly and thus Among other things, this will ratio would add greatly to the pre-
maximum tax rate of 46% on ordi- the statutory financial statement, have large unearned premium re- prompt insurers to review the mix mium raises needed to offset the
nary income will be reduced to 40% which includes property lines and serves, Mr Webster observed of their taxable and tax-exempt larger tax bill of an insurer that
for the 1987 tax year and to 34% group accident and health lines, For example, surplus lines insur- investments pays the alternate minimum tax

afterwards The tax rate on capital and 10 to 15 years for lines covered ers, which grow dramatically when For example, if an insurer is An alternate minimum taxpayer

gains, meanwhile, will increase to by Schedule P, which includes auto standard markets contract, could likely to be an alternate minimum invested in tax-exempts, for ex-
04% from 28% liability, other liability, medical be significantly affected taxpayer, it may want to shift ample, would need a 2 6% premium

However, the ordinary income malpractice and workers conn The tax act also includes a funds into taxable instruments to increase operating at a 100% com-
rate reduction is illusory, warned The act also includes a "fresh -proration" provision under which increase its regular taxable in- bined ratio If the ratio rose to
Carl Webster, second vp and tax start" provision, which says that 15% of the interest and dividends come Conversely, if an insurer is 1 30%, though, a167% increase
director for General Reinsurance the initial difference between re- earned on tax-exempt securities likely to be a regular taxpayer, lt would be needed, and if the ratio

purchased after Aug 7, 1986, will may want to shift into tax-exempts rose to 180%, a 35 7% increase
be taxable, effectively reducing the to reduce taxable income would be required

yield on these instruments While advance planning will General Re lS making its com-

Insurance services guide Interest and dividends on securi- limit the increase in insurers' tax puter model on the Tax Reform Act
ties bought before that date are bills, the impact of tax reform will available to its clients

WORKERS' CASUALTY ACTUARIES, INC. Surplus lines insurers watch
COMPENSATION

Robert F.LoweFC.A S,M A A A ,F.C A
· Loss Reserve and Rate Evaluations for

RISK MANAGEMENT Insurance Companies and Self-Insureds
· Statutory letters of opinion on loss and

SYSTEM loss expense reserves

risks flee to admitted market
12115 Lackland Road, Suite 370

FOR IBM PC AT St. Louis, Missouri 63146-4012 By MICHAEL BRADFORD
IDEAL FOR SELF INSUREDS, INSURANCE

(413) 878-5002 d Surplus lines market says
Surplus lines insurers are losing renewal business to 1

Cf AND TPAs SINGLE AND MULTI-USER the standard market during year-end renewals as ad-
VERSIONS AVAILABLE HANDLES UP TO mitted insurers gobble up business they previously had Although policyholders are shunning surplus lines

100,000 ON LINE CLAIMS Use the exiled to non-admitted companies insurers in favor of sharply lower premiums offered by

VALUE LEADERS IN
"The surplus lines companies are back to wnting companies in the admitted market, surplus lines bro-

RISK MANAGEMENT SOFTWARE Insurance
true surplus lines," says Michael Snead, president of kers and insurers say the non-admitted market is slm-
Admiral Insurance Co in Cherry Hill, N J ply performing as it should

INSURANCE SOFTWARE The "extremely difficult risks" like heavy product Surplus lines insurers had their best year ever in
PACKAGES, INC. Services Guide liability, chemical and pharmaceutical risks have ren- 1986, said Mr Snead of Admiral That year, he ex-

5118 NORTH 56TH STREET
ewed with surplus lines insurers, he adds plained, "the standard companies were walking away

TAMPA, FLORIDA 33610 to reach your Policyholders that do renew property and casualty from business "
policies with surplus lines insurers are seeing premium When that happened, "the surplus lines companies

(813) 621-6069 (FL) discounts, but in most cases not drastic ones filled a void," he said "That is our role in the market-

(212) 619-2470 (NY) best prospects. However, the price cuts come at a time when surplus place In the early part of this year we were still doing
(800) 237-8133 (U S.) lines insurers need higher rates to offset anticipated that But all of a sudden m November and December,

new tax liabilities from the Tax Reform Act of 1986 we began seeing a lot of renewals going back to
"The excess and surplus lines market has fallen off the standard market "

RISKPAC considerably," said Rollie Wiegers, president of Buyers of commercial property insurance are racing
Scottsdale Insurance Co in Scottsdale, Ariz "A lot of to the standard market faster than purchasers of ca-

RISK MANAGEMENT SOFTWARE business is being renewed in the standard market at sualty insurance, observers agree
lower rates " "That is the one area under attack the most," said

Joseph Walsh, president of American Empire Sur- Mr Snead "Our volume has dropped very signifi-
"Quite Possibly The Most Versitile,
Useful, User-Friendly, Menu Driven, 1 plus Lines Co in Cincinnati, agreed "Not as much will cantly That's the market everybody wants to write "

Easy To Operate, Reasonably Priced, 
flow to the surplus lines side" during the current re- Janet Nelson, senior vp of St Paul Surplus Lines
newal period, he said Insurance Co, a division of Atwater MeMillian Inc ir

Risk/Claims/Safety Management,
Software Package Availaole. " "The larger, more sophisticated accounts will go St Paul, Minn, said property accounts represent "thE

first," Mr Walsh added "The standard market has biggest fall-off on opportunities to quote It's beins
more of an appetite for them

FOR MORE INFORMATION CALL OR WRITE:
handled in the standard market "

Self-Insured Benefactors/Plus
4160 SE International Way #D206

To illustrate the exodus of business from the surplus Skip Anderson, vp at Skanco International Ltd ir
lines market, Mr Walsh said American Empire wrote Scottsdale, Am, and president of the National Assn
$349 million in gross premiums in 1986, $215 million of Professional Surplus Lines Offices, said "I have tc

Milwaukie Ore 97222
(503)659 -6700 (503)297 -4724 in 1987 and expects to write only $125 million in assume some property accounts are really competitive

1988 because surplus lines insurers are underwriting fewe
"The standard market is capturing business it turned property risks

For advertising information In the INSURANCE SERVICES GUIDE its back on previously," said Anthony F Markel, presi- Property insurance rates offered by surplus lines in
Contact: Margaret Hikido, 740 Rush Street, Chicago, Illinom 60611. dent of Essex Insurance Co in Richmond, Va In turn, surers are "as low as they can get We're giving 1

Telephone (312) 649-5340 he added, the surplus lines market lS "forced to com- away," he said
promise pricing " Contznued on next pag,
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Continued from previous page mercial general liability insurance rates in prices 'are certainly not going up "
Ralph Palmieri, executive vp and chief the surplus lines market have dipped sub- Although his treaties do not renew until

operating officer of First State Insurance Co stantially in the past year April, Mr Markel said he has heard rein-
in Boston, said property insurance rates in Surplus lines underwriters at year-end surers are softening their terms and "some ,
the surplus lines market have seen "a slow 1987 were charging between 115% and 125% are willing to look at classes they spurned 
decline since the second quarter of 1986 of the rates filed the Insurance Services Of- two or three years ago Insurance companies
That decline is continuing, but at a slow fices Inc A year ago, non-admitted insurers should do fairly well " \
rate." were charging 150% to 200% of ISO rates

 490
Surplus lines insurers and brokers agree Although surplus lines insurers are offer- Overall, capacity in the surplus lines mar- that some of the "tough" risks that have  0-ing discounts on property insurance renew- ket, as in the admitted market, is easier to been written in the non-admitted market are

als, buyers are finding bigger price cuts from come by now staying put
admitted companies Observers agree admit-

450

Mr Anderson of Skanco said buyers "ba- "There are more limits available," said I 440
ted insurers will write property risks gen- sically should be able to get what they Admiral's Mr Snead "Prices seem to be  430
erally for about 15% to 20% less than the want " He said casualty limits of $50 million holding on the heavy stuff " 420

policyholder paid to a surplus lines company are not that difficult to find for most classes Roy Oddy, president of wholesaler Ma- 410

at the end of last year In some cases, the in the surplus lines market clean, Oddy & Associates Inc m Dallas, said 400

price cuts are more dramatic Finding limits of $25 million in the surplus despite increased competition from 1ndus- 390

VXKenneth F Goldstein, president of manag- lines market, "I would almost say is easy," try-owned captives, most of the long-tail lia- 380 4
ing general agency/underwriting manager Mr Anderson remarked bility and other "heavy" business has not 370

Atwater MeMillian, said standard companies High limits for some product liability risks strayed from the surplus lines market 360 v-  j
are writing more property accounts that are not as easy to find, said Mr Anderson "There has been quite a loss of (excess ca-
were in the non-admitted market last year Higher limits for new products, those that sualty) business to industry-owned captives
because loss experience on the business has are medically oriented and products that offshore and onshore," said Mr Oddy De-
been good in the past year have a "proven loss experience" are espe- spite that loss, he added, much of Maclean Insurance industry stocks slipped last week,

"Property results have been excellent cially costly, he added Oddy's business is being renewed with tradi- following two weeks of gains, as the Business
across the board," said Mr Goldstein, point- Bob Ougheltree, a vp with Swett & Craw- tional surplus lines insurers insurance index dropped 3.4 points to 370.8 on
ing out that there was a "lack of malor ca- ford in New York, said buyers searching the "We have been involved in heavier ac- Dec. 29 from 374.2 on Dec. 22. Advancing
tastrophes" in 1987 in the United States surplus lines market and other sources for counts and that business tends to stay with issues for the period were led by: Statesman

Mr Goldstein said some property coverage professional liability coverage also are find- the same markets," he remarked Group Inc., up 17.5%; United Fire & Casualty
is being written for as little as two-thirds "of ing more capacity during recent renewals Prices for excess casualty coverage for Co., up 6.3%; Durham Corp., up 5.9%; Hanover
what we would write lt at " However, he Buyers can generally find up to $200 mil- "difficult" oil and gas risks in the surplus Insurance Co., up 4.5%; and Unum Corp., up
added that many accounts will go for 15% to lion in directors and officers liability limits market are 5% to 10% cheaper than at year- 4.296. Declining issues were led by: Tokio Ma-
20% less than the price offered by Atwater if they access markets that include offshore, end 1986, according to Mr Oddy rine & Fire Insurance Co., down 11.1%; Busi-

Mr Walsh of American Empire said the policyholder-owned captives, said Mr Oil and gas accounts generally can find ness Mens Assurance Co., down 10.0%; NAC
flow of property business to the standard Ougheltree around $450 million to $500 million in excess Re Corp., down 7.6%; Fremont General Corp.,
market is "probably to a degree tied to rein- "The same task was not possible last liability insurance if the offshore facilities down 7.1%; and Selective Insurance Group Inc.,
surance terms There lS a lot of appetite year," he said, adding that a policyholder at are used, according to Mr Oddy down 6.3%. Issues showing the most activity
among reinsurers for property lines " the end of 1986 might have been able to find He also pointed out that London marine during the period were: Sears Roebuck & Co.

Casualty accounts are finding their way to around $125 million in D&0 coverage underwriters' appetite for U S energy busi- (Allstate), 17.3 million shares traded; St. Paul
the admitted market, too, particularly um- Errors and omissions liability insurance ness has not slackened "They continue to be Cos. Inc., 12.3 million shares traded; ITT (Hart-
brella coverages buyers should be able to put together limits a market They have always been a mar- ford Group), 12.3 million shares traded; and

"The standard companies have gotten re- of around $50 million, Mr Ougheltree said ket, always stayed there," said Mr Oddy USF&G Corp., 6.7 million shares traded. The
insurance support or have found a comfort "The E&0 field is even more specialized Reductions in casualty prices, particularly Business insurance index dropped a slight
level for writing the coverage at net," said and narrow than D&O," he said "Capacity for long-tall risks, come at a time when sur- 0.9% for the period, faring beler than the lead-
Mr Walsh As a result, "People are writing it has not rushed back in Still, there is a little plus lines insurers actually could use in- ing market indicators: the New York Stock Ex-
at a fraction of our pricing " more available" except for lawyers and ac- creases in those rates to offset anticipated change composite fell 2.7 points, a 1.9% de-

He pointed out that surplus lines insurers countants professional liability risks, he effects of tax reform cline; the Standard & Poor's 500 lost 5.4 points,
are having to compete with admitted un- noted The legislation calls for insurers to dis- a 2.1% decline; and the Dow Jones 30 Industri-
derwriters that in some cases are selling the He said Capacity is expanding in part be- count loss reserves and pay new taxes on als lost 51.6 points, a 2.6% decline.
first $ 1 million of umbrella coverage for cause "for the first time in the 20-year his- part of the unearned premium reserves
about $500 The same coverage would have tory of D&O and E&O, we are seeing much "The implications are not good for us or BritishIssues
cost about $5,000 in 1986 and $3,500 last more active domestic interest in the rein- the entire insurance industry," said Ms. Nel- 1 Week

surance field In the past, it was clearly do- son of St Paul Surplus Lines "The bottom Dec.29 Pke P/E ON. Yield High-Lo#
Mr Palmieri said First State had "the op- minated by European reinsurers " line is, we should be increasing instead of Companies pence pence % pencepen-

portunity to quote on a lot of business" dur- Many domestic reinsurers sat on the side- decreasing rates " Comml Union 338 13.0 17 8 53 360-338

ing year-end renewals, but how much of that lines" until recently, Mr Ougheltree ex- Admiral's Mr Snead said "we have to get Gan! Aceldent 817 97 383 47 853-817

excess casualty coverage will actually be plained, and some of those that -were once an increase in the price of long-term ca- GM Royi Exch 842 11 4 466.55 879-842

written by First State remains to be seen looking are now playing" in the professional sualty business It's hard to get that extra Royi 403 75 212 5.3 414-401
Sin Amime 865 130 322 37 888-865The unknown is how many firm orders we'll liability reinsurance arena premium It will cost 6% to 8% more to cover

get at the end of the day " Reinsurers have come off the sidelines to the tax obligations and nobody is getting it " Brokers

And, Admiral's volume of business has CEHeath 410 117 345 8.4 417-408
ing its capacity for excess casualty risks this New reinsurance treaty arrangements will been bitten by tax reform Because the act Hogg Robinson 144 11 1 96 67 151-144

year to $10 million from the current $5 mil- translate into an increase in capacity for eliminated limited partnerships as viable tax JH linet 445 162 12932 449-443

shelters, the insurer's financial guarantee Sedg Grp 218 116 16.4 75 228-218

"still expensive," said Mr Palmieri, adding By the end of the first quarter of 1988, the business has declined dramatically (BI, Aug Wills Faber 225 102 148 65 245-225

that "facultative lS a little more reasonable insurer will increase property and casualty 10) Admiral expects that it wrote only abot
Source Philip Olsen/Alan Clifton, Insurance Industry

than treaty capacity to $3 million from $1 million $300,000 in financial guarantee premiums
Specialists Kitcal & Aitken Stockbrokers,
London

Dana Roehrig, a consultant with Swett & Mr Markel, whose company writes small this year, compared with $1 5 million in
Crawford in St Petersburg, Fla,, said com- surplus lines risks, said his reinsurance 1986
1

Bi lndustry Stock Report DEC. 29, 1987 12/23/87 THRU 12/29/87

Weekly Year to Date Annual MIrt/Bk ,Weekly Year to Date Annual Mkt/Bk
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 value

BROKERS

Durham Corp OTC 2250 59 187 34 00 20 00 5 092 41 181 26.15 086
Alexander & Alexander Svcs NYSE 1750 07 340 3200 1588 592 100 57 122 2.98 5 87 Farmers Group Inc OTC 4050 24 45 51.25 37.75 500 1.20 30 118 1995 2.03

Baldwin & Lyons Inc OTC 1200 00 455 2700 1200 1 020 17 46 1640 0 73 Areman s Fund Corp NYSE 2588 10 263 42.75 24.13 470 0.40 15 479 23.55 110
Conoon & Black Corp NYSE 28.13 17 13 8 3750 2200 170 084 30 131 6.31 4 46 Fremont Gen Corp OTC 988 71 387 2050 788 118 0.60 61 479 16 75 0.59
Gallagher Anhur J & Co OTC 1600 00 390 31.00 15.00 0 0.40 25 106 4 81 333 Home Group Inc NYSE 1163 22 446 2488 1050 522 0.20 17 19 1630 071
Hall Frank B & Co NYSE 288 40 801 1900 250 311 000 00 106 000 WA Hanover Ins Co OTC 2300 45 276 37 25 21.38 149 036 16 49 21.16 109
Marsh & McLennan Cos Inc NYSE 48.00 t 3 21 0 7200 43.75 446 2.40 50 119 514 934 Hartford Steam Boiler OTC 2275 34 35 3663 20.25 174 100 44 90 1017 2.24
Poe & Assoc Inc OTC 750 00 375 1325 750 0 040 53 73 0.57 13 16 Kansas City li'e OTC 2600 28 10 3150 2150 0 000 00 90 000 N/A

BROKERS AVERAGE 07 387 33 99 Kemper Corp OTC 2075 -35 170 38.75 19.25 506 060 29 63 23.48 088
LIberty Corp S C NYSE 3575 00 27 5300 3250 7 0.80 22 160 1996 179

CONGLOMERATES & HOLDING COMPANIES Lincoln Nat I Corp NYSE 4000 00 138 6050 35.75 158 236 59 80 4485 0.89

NAC Re Corp OTC 1825 76 305 3225 1800 91 000 00 169 18.12 101

Berkley W A Corp OTC Nobel Ins Ud2350 11 105
OTC 800

3700 1875 162 028 12 59 1372
16

171
508 1850 775 129 0.40 50 381 937 085

Berkshire Hathaway Inc DEL OTC 3025.00 08 73 379200 251000 237 000
Northwestern Nat I Life OTC

00 190
2200 43

6253 3.14
290 3238 2075 120 096 44 58 3326 066

CIGNA Corp NYSE 4463 11 189 Ohio Cas Corp OTC
69 50 41.25 462 280 63 55

3600
42.01

29
1.06

68 49 25 34.50 73 1.68 47 85 2680 1.34

CNA Fin I Corp NYSE 56.00 18 42 66 50 47.00 41
Old Rep Int I Corp OTC

000 00 101 42.71
2025 12

1 31
260 3363 18 88 181 074 37 64 1980 102

General Re Corp NYSE 5450 09 18 6888 4600 579
Ore Cap Corp NYSE

100 18
1350

123 23.47
09

232
502 31 00 11.00 58 076 56 64 939 144

ITT (Hantord Group) NYSE 4438 40 169 6638 41.88 Phoenix Re Co p OTC
1233 1.25 28

6 Fla
87

17
4408 1.01

471 1463 500 73 000 00 48 9.43 073

Sears Aoet}uck & Co (Allstate) NYSE 3350 15 157 59 50 29.75 1726
Protective Corp OTC

200 60 78
1188 30

3294 1.02
340 2125 1138 139 070 59 112 1651 0.72

Transamenca Corp NYSE 29.13 P,ovident Lde & Acc Ins Co
29 10 7 OTC

51.38 22 63 582 1600184 -45 350
63 55 2694 108

28.75 1425 202 084 53 400 2700 0.59

CONGLOMERATES AVERAGE 11 79
St Paul Cos Inc OTC

31 93
4450 11 106 6000 4025 1233 176 40 70 2989 1.49

SAFECO Corp OTC 2700 18 09 3800 2438 443 096 36 88 1968 137

INSURERS SCOR US Corg OTC 850 00 261 1625 500 97 000 00 65 808 105

Selbels Bfuce Group Inc OTC 11.00 00 254 1900 9.75 84 080 73 65 11.88 0.93

Selective Ins G oup Inc OTC 1850 63 149 2750 1725 118 108
Aetna ble & Cas Co

58 164 1602 115
NYSE 44.38 14 216 68.13 43 75 593 2.76 62 60 4475 099 Statesrnan Group Inc OTC 456 175 40 706 338 321 005 11 164 519 088

American General Corp NYSE 3063 20 169 4475 2725 635 125 41 81 27.13 1.13 Tokto Marine &Fire Ins OTC 65.75 111 176 10338 5075 58 0.19 03 557 000 N/AAmer Heritage Lile Invt NYSE 2388 05 70 34 00 23.00 1 096 40 114 2037 1 17 Torchmark Corp NYSE 24.00 40 77 36 75 21.75 221 100 42 81 1301 184
Amer Indty Fin I Corp OTC 8.75 15 51 4 1900 7.75 36 056 64 114 20.40 0 43 Travelers Corp NYSE 34.75 18 221 5263 3075 532 228 66 73 4503 0.77American Inl I Group NYSE 59.88 18 20 8375 5350 668 030 05 112 2902 2 06 Trenw,ck Group Inc OTC 9.75 26 409 19.13 888 219 000 00 101 1383
Aneco Reins Ltd 0.70

OTC 338 00 587 438 2.13 6 000 00 112 193 175 United Fire & Cas Co OTC 2525 63 235 3300 2025 26 096 38
AON Corp

68 1832 138
NYSE 2300 32 128 29 88 20.50 296 1.20 52 81 1523 1 51 United States Fid & Gly NYSE 2925 -33 264

Argonaut Group
4875 2625 676 248 85 61 2019 145

OTC 2925 41 393 5213 2100 232 000 00 60 1460 2.00 Unum Corp NYSE 1850 42 31 2 3138 1550 497 0.40 22 61 26.81
AVEMCO Corp 069

NYSE 19 75 32 248 2525 1325 26 028 14 118 694 2 85 USLIFE Corp NYSE 2838 30 348
Belvedere Corp

4763 26.75 119 1.28 45 72 4309 0.66
AMEX 463 25 463 913 400 25 004 09 579 6 71 069 Washington Nai l Corp NYSE 24.13 00 246 37 88 1925 43 108 45 190 3280 074

Business Mens Assurn Co OTC 2600 100 05 4825 2525 106 110 42 366 22.15 1 17 Zenith Nat I Ins Corp NYSE 1550 24 415 2400 1350 175 080 52 79 11.19
Chubb Corp

1.39
NYSE 5363 07 95 7350 5088 224 188 35 71 3952 1.36 INSURERS AVERAGE 49 184 35 142

Continental Corp NYSE 37.75 23 156 5488 3050 387 260 69 71 41.62 0.91 ALL COMPANIES AVERAGE -09 193 34 131
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Home Insurance is well aware what a jungle it's become out
there for people at the top. Mismanagement suits, mergers and proxy
fights are turning corporate executives into an endangered species.

And we're committed to making it a safer world for them to live in.
We're especially interested in challenges beyond the reach of ·

most underwriters. New companies or companies going public or
reorganizing, such as those in leveraged buy-outs. Or induszries such
as high-tech manufacturing, or real estate development, or oil and gas.

Risks like these interest Home. Others call them difficult to

The Home Insurance Company is a member of The Home Group, Inc.

place-simply because they're difficult to understand. But we pride
ourselves on creative underwriting: identifying a good risk and
tailoring standard policies to individual needs or unusual exposures.

It's the kind of professional treatment Home Insurance is known
for. After all, we've been handling risky situations for customers ever
since we started business. back in 1853.

If you could use a guide through the corporate jungle, contact
your insurance agent or broker. Or write Marshall Manley, The Home
Insurance Compans 59 Maiden Lane, NewYork, N.Y. 10038.

Home Insurance
There's no place like it.


