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RIMS gears up to push
liability reform in 1997
By MARK A. HOFMANN

NEW YORK-The Risk & In-

surance Management Society
Inc. plans to push for broad-
ranging liability reforms at
both the state and federal level

after Congress and state legis-
latures convene later this

month.

But in addition to pursuing
such traditional goals, the risk
management group also plans
to give emphasis to certain is-
sues not usually prominent on
RIMS' agenda, such as health
care and pension reform.

Issues that retain their long-
standing spots at the top of
RIMS' agenda this year include
reform of Superfund's pollu-
tion cleanup liability system,
creating uniform standards for
product liability and reforming
the operations of the Occupa-
tional Safety and Health Ad-
ministration.

"I don't see any big changes
in RIMS' wish list," said Louis
J. Drapeau, RIMS president.
"The same kinds of things
we've been working on for the
past several years we'll keep
plugging away at," said Mr.
Drapeau, who is also manager-
insurance and risk manage-
ment for The Budd Co., a Troy,
Mich.-based automotive parts
supplier.

"Obviously, we're hoping
Superfund reform gets the at-
tention of the leadership and
the members," said Paul
Brown, RIMS' director of gov-
ernment affairs. "And we are

still hoping for repeal of
retroactive liability, recogniz-
ing that we'll have to deal with
the political realities when the
issue arises."

Attempts to reform Super-
fund's liability system, partic-
ularly its imposition of retro-

See R(IS on page 16

RIMS state watch '97
Among state legislative issues that the Risk & Insurance

Management Society Inc. is tracking this year are:

r 1/ 1   7

11]inojs' potential New York's North Carolina's Texas' tort

repeal of tort enactment of a proposed fronting reform efforts
reform legislation captive law and legislation

workers

compensation
reform

GRAPHIC BY TONY BUCCINH

Updates-
Safety agency found negligent
in fatal construction accident

TUCSON, Ariz.-In one of the first cases of
its kind, a state jury has found that Arizona's
state-run workplace safety agency was par-
tially at fault for the death of a worker at a
construction site the agency inspected weeks
before the accident.

The decision is one of the first times-if not

the very first-that a state-run workplace
safety agency has been held liable for a
workplace accident, said an official with the
U.S. Occupational Safety and Health Ad-
ministration in Washington.

See Updates on next page

Mellon Bank to acquire Buck
By ROBERT KAZEL

NEW YORK-Ending months of
speculation, Buck Consultants
Inc. has agreed to be acquired by
Pittsburgh-based Mellon Bank
Corp, marking the first time a fi-
nancial services company has
bought a major benefit consulting
firm.

The planned acquisition of New
York-based Buck by the diversi-
fied banking giant is intended to
create an industry powerhouse in
total benefits outsourcing, though
some in the industry are question-
ing how Buck's traditional con-
sulting services will fare under
bank ownership.

Buck and Mellon executives an-

nouncedlast weekthatthey had
signed a letter of intent for Mellon
to purchase Buck for an undis-

closed amount of cash and Mellon
stock. The

announce-

ment came

after sever-

al weeks of

runnorsthat

- Buck was

I .::  talking
2 with Mellon

\ and other
/ financial

services

firm s about

an acquisi-
Mr. LoCicero tion (BI,

Dec. 23/30,
1996).

Buck, which ranked eighth
among benefit consulting firms
with worldwide gross consulting
revenues of approximately $225
million last year (BI, Dec. 9, 1996),
is ending 80 years of indepen-

dence for the chance to seize what

it deems an opportunity to better
compete against a crowded field
of large benefit outsourcing oper-
ations.

Mellon, with a large portfolio of
mutual funds and growing 401(k)
plan administration programs,
has balance sheet assets of more

than $43 billion.
Buck President and Chief Exec-

utive Officer Joseph A. LoCicero
emphasized that despite expan-
sion in the company's outsourcing
programs, clients would see no
immediate large-scale changes in
Buck services and that executive

leadership and staff would remain
largely intact. Buck, as a new
Mellon subsidiary, would contin-
ue to operate under its present
name and be directed by the pre-
sent executive team, though some

See Buck on page 28

Insurer hopes third time a charm
in court review of poll ution clause
By DAVE LENCKUS

MONTGOMERY, Ala.-An in-
surer is asking the Alabama
Supreme Court fo review for the
third time in the same case the

meaning of the sudden and acci-
dental pollution exclusion, after
the court late last month reversed

its own pro-insurer decision.
Relying on a policyholder's ver-

sion of the pollution exclusion's
drafting history, Alabama's high-
est court on Dec. 20 ruled that in-

surers assured regulators a quar-
ter century ago the exclusion did
not bar coverage for unintended
gradual pollution. That 7-1 deci-
sion reversed the court's own Aug.

30 ruling (BI, Sept. 9, 1996).
On Dec. 30, though, Wyoming's

high court ruled the exclusion
bars coverage of gradual pollu-
tion.

New York court restricts cover for

municipalities...........
Page 29
5th Circuit ruling may make Clean
Water Act convictions more

The court decided not to consid-

er the exclusion's drafting history
and instead focused on the mean-

ing of the word "sudden." Given
the word's own significance and
considering its context in the ex-

clusion, the exclusion bars cover-
age for losses resulting from grad-
ual pollution, the court ruled
unanimously.

The Wyoming Supreme Court's
ruling is remarkably similar to the
decision the Alabama Supreme
Court reversed on rehearing.

Twenty state supreme courts to
date have interpreted the sudden
and accidental exclusion, which

was included in comprehensive
general liability policies from the
early 1970s until 1986, when in-
surers adopted the absolute pollu-
tion exclusion. Polieyholders hold
an 11-9 advantage at the state
supreme court level. But, the top

See Alabama on page 29

Winter storms and flooding sock Northwest
By ROBERTO CENICEROS

and AMY SLOTEMAKER

A costly series of storms and
flooding are causing hundreds of
millions of dollars in insured loss-

es and wreaking havoc in several
Western states.

Governors in five Western states

Eleclared 70 counties disaster areas

following the storms, which
downed power lines, closed retail

stores, collapsed roofs and even
forced casinos to close.

Damage from the storms-not
including flood waters that over-
whelmed Northern California last

week-could cost insurers in Cali-

fornia, Oregon and Washington
between $125 million and S250

million, according to a spokesman
for the Property Claims Services
division of American Insurance

Services Group in Rahway, N.J.

However, he cautioned that those
amounts were estimates and that

claims reports were still coming
in.

PCS did not estimate damage
for Reno, where the Truckee River
roared through downtown, caus-
ing the area's worst flooding in 40
years. The brunt of flood losses are
borne by the federal government's
National Flood Insurance Pro-

gram, not commercial insurers.
Some of Reno's 24-hour casinos

closed for the first time ever last

week, mostly because of impass-
able roads and a loss of electricity,
said Alex Kanwetz, senior vp of
Sedgwick James of Nevada.

A spokeswoman for Harrah's
Casino in Reno said the casino

evacuated and stayed closed for 24
hours because of a loss of power.

The baggage claim area at the
See Weather -n page 31
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A mixture of heavy rains and snow collapsed roofs and shut down
businesses throughout five Western states over the last two weeks.
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Updates Academic medical centers launch
Safety agency liable in death
Contmued *ompretnous page newVermont risk retention group

In August, a federal court m New Hampshire held OSHA hable for a
1979 workplace injury, which may have been the first time OSHA has By RODD ZOLKOS started doing business Jan 1 will tention Group)

L been held responsible for a workplace accident, said Ann Rosenthal, an provide professional liability and The five members of MCIC Ver-

OSHA attorney Shortly before the accident, OSHA had evaluated the MONTPELIER, Vt -The for- general liability coverage for a mont include Johns Hopkins Hos-
worksite but did not inspect a machine that later malfunctioned and m- mation of a new r-sk retention group of the top academic medical pital & University in Baltimore,
jured a worker group by five of the nation's top centers in the United States New York Hospital/Cornell Uni-

The case against the Industnal Commission of Anzona's Division of (De- academic medical centers is Creating the Vermont RRG will versity in New York, Presbyterian
cupational Safety and Health was mmilar In its Dec 12 vedict, a Pima strengthening Vermont's reputa- provide its members "coverage Hospital in New York, the Uni-
County Superior Court jury in Tucson found that Anzona OSH was tion as a domicile of choice for and operational flexibility," said versity of Rochester Medical
15%hable for the death of 62-year-old Rodolfo D de la Cruz in a 1993 medical centers Christopher D Smith, president School and Strong Memorial Hos-
construction site accident A chain link fence that secured a 16-foot dirt The risk retention group that of MCIC Vermont Inc (A Risk Re- See Vermont on page 27

embankment above an excavation area gave way, burying the worker be-
neath the fence and three feet of dirt

Mr de la Cruz's farmly argued that a so-called "comprehensive" An- Herman's coalition-building skills lauded
zona OSH inspection of the worksite 29 days before the Incident should
have detected safety problems with the embankment But, the inspector Employers welcome new Labor chief
cild not evaluate the embankment or onsite files that revealed problems
with the embankment secunty system, said plaintiff's attorney Michael By MARK A. HOFMANN expected to the job

Aboud of Aboud & Aboud PC in Tucson The agency's own mspection fill that void That's owing largely to her
shortly after the mcident revealed several major safety violations with the WASHINGTON-President Chn- quite handi- track record as President Clin-
embankment security system, Mr Aboud noted ton's selection of Alexis Herman i,il: ly, employer ton's director of public liaison

Industrial Commission Drrector Larry Etchechury said the embank- as secretary-designation of the groups and since 1993 In that post, Ms Her-
ment area was not mspected before the accident because there was no on- Labor Department is winning consultants man's responsibilities involved
going work m the area The agency routmely does not evaluate such ar- plaudits from employer groups say, despite a creating coalitions to back presi-
eas, though he said it is considering either endmg that practice or better The departure of Labor Secre- lack of re- dential initiatives, including the
annotatlng it m mspectton reports tary Robert Reich, one of the most cent involve- North American Free Trade

The iury ordered Anzona OSH to pay Mr de la Cruz's family $225,000 highly visible members of Presi- +61#f ment in the Agreement As public liaison di-
The fanuly previously settled with two contractors mvolved m the pro- dent Clinton's cabinet, leaves a 1-1 policy issues rector, she also won a reputation

ject for undisclosed sums The Industnal Commission also previously big void to fill But Ms Herman is Ms. Herman she'11 face in See Herman on page 4

fmed those two contractors and a third one, Mr de la Cruz's employer, a
total of $120,000

The state has not decided whether to appeal, said Assistant Attorney NAIC continues review of NCCI conversion
General Charles R Pyle But, he said there could be two grounds for ap-

6 peal One issue is whether the agency should have been held to a gross By MEG FLETCHER

the first mspechon was random rather than the result of a complamt The
NAIC

tion 15 days after board approval
neghgence standard, rather than a straight negligence standard, because to alert members to the proposed

ATLANTA-State insurance conversion, though the NCCI
second issue iS whether workers legally can rely on the agency's mspec- regulators continue to question would probably give them 30 to 60
tions tne nation's largest workers com- sion The NCCI may issue its pro- days-from the time the proxy

pensation data-gathering organi- posal as early as the end of this lS mailed until the deadline for re-

Securities capitalize reinsurer zation on its proposed conversion month turning it-because of the impor-
to a for-profit entity At that NAIC meeting, held last tance and complexity of the issue,

ST PAUL, Minn -The St Paul Cos Inc has completed the sale of Darla L Lyon of Sotth Dakota, month in Atlanta, Alfonso Mas- said Sally B Nary, senior vp anc
$68 5 milhon in secunties that Wlll provide reinsui-ance capacity for its St chairwoman of the National Assn trostefano, insurance superinten- general counsel of the Boca Raton
Paul Re subsidiary for up to 10 years of Insurance Commissioners' dent of Rhode Island, suggested Fla -based NCCI

 Proceeds of the transachon, one of the first by aUS reinsurer, will Workers Compensation Task that the NCCI provide state insur- "We agreed we will sit down
fund a retrocessional remsurance company called George Town Re whose Force, said last month at the ance regulators with its detailed with interested regulators to talk
sole purpose is to reinsum St Paul Re The new company wlll reinsure flve NAIC's winter meeting that her conversion plan immediately after about the specifics of the board
classes of property excess-of-loss and property catastrophe coverage un- committees hoping to get an ear- the NCCI's board votes on it but proposal," she said in an inter-
der a 10-year proportional reinsurance treaty ly look at the final version of the before it lS mailed to NCCI mem- view after the Atlanta meeting

Although there is sufficient capacity m the property catastrophe mar- National Council on Compensa- bers for a vote Those meetings are expected to
ket at the moment, "this is a 10-year deal' and there may not be enough tic,n Insurance's plan for conver- NCCI bylaws give the organiza- See Notebook on page 21

capacity in the future if there is a catastrophe as large as or larger than
Huirricane Andrew, said a spokesman for St Paul

Appr6ximately $44 5 milhon was raised m a pnvate placement through
the issuance of notes that will mature m 10 years Of that $445 milhon, Ross named associate publisher
$23 3 milhon is invested in zero-coupon secunties to provide for the full
return of the prmcipal of the notes at maturity Another $24 milhon was NEW YORK-Martin J Ross III has been promot- cus and Business Insurance's RIMS-TV "
raised in preference shares redeemable m the year 2000 Returns are de- ed to associate publisher/advertising director of In his new role, Mr Ross will continue to manage
pendent upon the cash flows from the reinsurance treaty and mvestments Bus:ness Insurance, announced Kathryn J Mcintyre, sales and promotion activities at Busmess Insurance,

This is the hrst major transaction executed by Goldman Sachs' Insur- publisher/editorial director in addition to working with Ms Mcintyre on other
ance Products Group, a newly formed Joint venture of the fixed-Income Mr Ross, who based in the magazine's New York projects
and mvestment banking divisions of Goldman, Sachs & Co office, had been advertising director, managing the "I look forward to working with Marty in expand-

12-person sales staff based ing Bus:ness Insurance's advertising, circulation and

HCFA mulls surety bond rule in New York, Chicago and new products in the coming years," she added
Los Angeles Mr Ross, 38, is a 1981 graduate of St John's Uni-

WASHINGTON-The Health Care Financing Administration is con- "This promotion recog- versity in Jamaica, NY, where he earned a bachelor
sidenng requinng new durable medical equipment supphers to post a nizes Marty's contributions of science degree in business administration He be-
surety bond as a way to help weed out fraudulent supphers m the Medi- CE·ifin,Af« to the success of Business gan his career in 1980 as an administrative assistant
care program 'f Insurance beyond manage- to the vp of the New York Mets, working on promo-

HCFA plans to publish within the next six months a notice of proposed C 5*41; ,/1 ment of advertising sales tion activities and players' contract reviews He
rulemalang estabhshmg a surety bond requii-ement, HCFA Admimstra- li 7.1 \,m staff," Ms Mcintyre said moved to Lanier Business Products in 1983 as a na-

g tor Bruce C Vladeck wrote in a letter last month to Rep Fortney "Pete"
Stark, D-Callf

"He has been very involved tional account representative
in our circulation efforts, He joined Bus:ness Insurance in New York City in

1' The National Assn for Medical Equipment Services m Alexandna, Va, our promotion programs, 1985 as a district sales manager Mr Ross was pro-
is "cautiously supportive" of a bond requirement to ellminate fraud and J our conference activities, moted to Eastern advertising manager in 1988, over-
abuse, a spokesman said The biggest problem is shell operators bilhng our Web site and new prod- seeing the four-person New York sales staff He was

* federal agencies for non-extstent sum)hes, he added However, the associ- ucts, including our demo- promoted to advertising director in 1990
atlon 15 concerned that a surety bond requirement may make it more dlf- Mr. Ross graphic section Global Fo- Mr Ross can be reached at 212-210-0228

ficult for small supphers to enter the market
Supphers expect that the HCFA proposal wall call for a $50,000 bond, Inside

,like that posted by Medicaid supphers in a successful Honda program be-
gun last year

• This week's editorial explores what will be "in" and "out" Class,fieds ..... ...... .......
26

Site costs Phelps Dodge m risk management, benefits and commercial insurance Global Briefs ............ .......
23
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8

The Phoenix-based mining and manufacturing company must now • Citing high costs of do,ng business at Lloyd's of London, Ticker ................... ....
. 31

work with the New York State Department of Environmental Conserva- Lloyd's broker FMW International has decided to leave
non to determine how it w111 clean up the mte the market PAGE 24 Business /nsurance (ISSN 0007-6864)Vol 31, No 1, ts published weekly

The original cleanup cost was estimated at $750,000, but if the onginal by Crain Communications Inc, 740 N Rush St, Chicago, Ill 60611 2590 Pe-

specifications are followed the cleanup woild cost $275 mllhon, said •The IRS is offering employers guidance on running nodicals postage is paid at Chmago and at addltional mailing offices POST
Judge John Gleeson of the Eastern Distnct of New York 401 (k) non-discrimination tests PAGE 27 MASTER Send address changes to Business /nsurance, Circulation Depar·t

ment, 965 E Jefferson Ave, Detroit, Mich 48207 $4 a copy and $87 a year
Phelps Dodge has been m effective control of the site since 1875 and is in U S $105 In Canada and Mexico (includes GST) All other coun

currently determming whether its past Insurance coverages wlll cover the Departments tries $205 a year (includes expedited atr delivery) Canadian Post Inter
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Rollover claimant to seek rehearing of overturned award
By DAVE LENCKUS duce evidence that a driver in- and remanded the case for a new The court also ruled that puni- broad "

volved in the accident was im- trial, ruling that a trial court tive damages can be awarded only In its decision, the court com-
JEFFERSON CITY, Mo -A paired by alcohol The new stan- if the plaintiff's case is supported plained that state courts inconsis-

woman paralyzed in a Suzuki dard permits such evidence in all by clear and convincing evidence tently admitted and rejected evi-
Samurai rollover accident plans cases The Missouri court's Previously, only a preponderance dence of drivers' alcohol con-
to ask the Missouri Supreme Previously, such evidence was of evidence was necessary sumption before accidents That
Court for a rehearing of its deci- admissible only when other, 1nde- new standard 'is way The plaintiff, who was a passen- inconsistency stemmed from

sion to overturn a $40 million pendent evidence of erratic driv- 00 broad,' says ger in the vehicle, plans to seek a courts' varying interpretations of
product liability and punitive ing suggested a driver was physi- rehearing before the state's high- what constituted erratic driving
damages award against the sport cally impaired when an accident Plaintiff attorney John est court on several grounds, said "Now, the evidence (of alcohol
utility vehicle's manufacturer occurred Wallach. plaintiff attorney John Wallach of consumption) is admissible under

In a 6-1 decision, the court on The court then applied the new Hoffman & Wallach P C in St any circumstance, and that's not a
Dec 17 overturned a 30-year-old standard to the rollover product Lows good thing," Mr Wallach said
state standard on when litigants liability case, which Suzuki Motor Refernng to the new standard "For example, if you're rear-end-
in Civil negligence cases stemming Corp was appealing The court erred in excluding such evidence on the admissibility of alcohol ed at a stop sign and you've had
from auto accidents may intro- set aside the $40 million award m the case consumption, Mr Wallach said, one beer, what's the relevance" of

"We believe that a retroactive ap- how much you had to drink?
plication is inherently unfair There is no consistent standard

Regulators must keep pace when the case was tried under ex- state to state on the admissibility
isting law of evidence of a driver's alcohol

He also complained that the consumption prior to an accident,

with industry change: Muhl court's new standard "is way too according to Larry E Coben of

By GAVIN SOUTER - lator to deal dent's post on Dec 30 to become Bermuda addressingwith those executive vp and a member of the
\

NEW YORK-Insurance regula- things going management board at Peterson
tion has made considerable strides l r. ' * forward," he Consulting LLC, an internation-

over the past five years but it will -&,41 A . f said al consulting firm (BI, Dec 16, limited office space
have to improve even more to r. It was flex- 1996)
keep pace with changes in the in- *0 J ibility and a When he was appointed insur-
dustry, says New York's former wilhngness ance superintendent by Gov By GAVIN SOUTER homeless people
insurance superintendent /5 4 to make George Pataki in late 1994, Mr Most recently, in 1994 the

Future industry developments changes in Muhl found a department with HAMILTON, Bermuda-The Bermuda Financial Centre Ltd

will include fundamental changes the New York many dedicated staff who had rel- Bermuda government may was formed to build a hotel, of-
in insurance, such as closer links department atively little authority make an exception to its strict fice and apartment complex on
between banks and insurance, Mr. Muhl that helped Consequently, Mr Muhl decid- property and land regulations the site The prolect was abort-
that will test the ability of insur- Mr Muhl ed to decentralize much of the de- to allow ACE Ltd and Exel ed after the company failed to
ance regulators to adapt, said Ed- deal with several problems while cision making at the department Ltd to own their own office raise enough money
ward J Muhl, who resigned as in office, hesaidata meeting host- and he "empowered the bureau buildings ACE and Exel plan to knock
New York insurance superinten- ed by New York law firm Stroock chiefs," he said The plan is one of several re- down the building and erect
dent last month & Stroock & Lavan late last month "There was absolutely no reason cent office developments in- separate office buildmgs on the

"It will take a very flexible regu- Mr Muhl left the superinten- See Muhl on page 21 volving international compa- site in a project estimated to
nles in Bermuda that are out- cost about $100 million
growing their buildings and

Texas tort reform outlook improves finding it difficult to locate al-
ternatives in the island's limit- The moves reflect the
ed commercial real estate mar-

ket. growing international
Alabama remains pro-plaintiff and inclined toward The associate justices are John Centre Reinsurance (Bermu- business in Bermuda

large awards Cornyn, R-San Antonio, Greg Ab- da) Ltd is involved in a deal

area of concern The situation has changed in bott, R-Houston, and James A with a local company to build and the limited office
Texas over the last few years, but Baker, R-Dallas new offices in Hamilton, and space in Hamilton.

for businesses the Alabama courts remain a The Risk & Insurance Manage- Renaissance Reinsurance Ltd.

source of concern ment Society Inc supported the recently moved into a new de-

By MICHAEL BRADFORD The Alabama election means the slate of Supreme Court candi- velopment on the Hamilton wa-
state Supreme Court now has five dates, reminding Texas chapters terfront However, international com-

AUSTIN, Texas-Texas compa- lustices perceived to be pro-plain- that the effort to preserve tort re- The moves reflect the grow- panies are only allowed to have
mes are optimistic about holding tiff, while the remaining four Jus- forms "begins with maintaining a ing international business in a 40% ownership stake in
on to hard-won tort reforms now tices tend to lean toward business favorable Supreme Court" (BI, Bermuda and the limited office buildings on Bermuda, so a pri-
that Republicans have a malority interests Oct 14, 1996) space in Hamilton. vate act of parhament is needed
in the state Senate for the first The December runoff victory in The court, made up of seven Re- ACE and Exel, the holding to allow the companies to go
time in 125 years and four conser- Texas by Robert Duncan, R-Lub- put)licans and two Democrats, has company for X.L. Insurance Co ahead with the prolect
vative Supreme Court justices bock, in a vote for the spot left va- made important pro-business rul- Ltd, plan to build new offices The Bermu(liana Site Reha-

have reclaimed their seats cant by retired Sen John Mont- ings in the past In a ruling in a }oint venture on a prime bilitation Act 1996 is being
In Alabama, meanwhile, there is ford, D-Lubbock, gives the GOP cheered by risk managers, it over- spot in Hamilton now occupied considered by the Bermuda

an effort under way to end the 16 of the 31 Senate seats turned a 1993 lower court deci- by the Bermudiana Hotel build- House of Assembly and lS due
election of judges after a bitter The majority is the first the Re- sion and held that the state's ing to be discussed further when

and expensive Supreme Court publicans have held since 1871 Workers Compensation Act was The Bermudiana closed more parliament reconvenes.
contest that saw Harold See, R- Democrats still control the House constitutional than 15 years ago Since its clo-

¢¢

We have a drop-dead date of
Tuscaloosa, unseat incumbent As- 82-68 "I think the court elections in sure, several plans to redevelop March 31 because we need to
sociate Justice Kenneth Ingram, In this year's general election, Texas were very positive from a the site have been tried unsuc- know yes or no for our future
D-Montgomery Supreme Court Justice Tom business standpoint," said Jim cessfully, and the only occu- planning," said Gavin Arton,

Business groups have long been Phillips, R-Houston, and three Green, risk manager at footwear pants of the building have been See Building on page 20
wary of the high courts in Texas Republican associate justices manufacturer Justin Industries
and Alabama, perceiving them as were re-elected to the court See Judges on page 20 9'
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Insurer overhauls capital Vt: V .

after losses on investments ft, 4
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By DOUGLAS McLEOD an affiliate of First Assurance & fared disastrously IC&S' largest E-B #=9.--' */2-f ,= 15 B

Casualty Co Ltd, an allegedly investment until last year, for ex- M/, 1

SCOTTSDALE, Anz -Most m- fraudulent msurer operated from ample, was in an affiliate of a .Aft T ,

surers bve with occasional losses Oklahoma that collapsed a year company shut down by Texas in- i

.

on bad Investments, but not many later surance regulators for itself being
have had the land of problems that Initially capitahzed with First capitahzed with worthless assets
International Casualty & Surety Assurance assets, IC&S ever smce These Included milhons of dollars
Ltd has experienced yet continue has regularly overhauled its cam- of "government bonds" issued by
to operate tal base, trading in and out of ob- the fictional Dominion of Mel-

The New Zealand msurer-a scure over-the-counter stocks and chizedek

small player in international ma- corporate notes, its financial state- Other assets in a 1995 IC&S fi-
International companies, such as ACE Ltd. and Exel Ltd., arerme, aviation and reinsurance ments show nancial statement included stock

markets-got its start in 1992 as Some of these mvestments have See IC&S on page 12 looking for a way to increase their office space in Bermuda.
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Herman p ogiams, school-to-woik tianv- bination," said Frank M(Ardle, a members, paiticulaily in regaid to vancing the intric.sts Oil wc,Iking
1 nn pi ograms and effoits to biing consultint uith Hewitt Assouates healthcare i etorin women and minorities and dealing

Cmitinued bom page 2 lowci-income women intr. while- LLC m Washington "This as not oiganized labc,1 s with the ls,sues Of d changing 801 :

joi being paiticulailv conceined collaijobs Her later rvorkashe.id "Theie's potential thme Hm ex- first choice, and pait 01 thal stems jolie-will 1,0 d tioniendous asset
.il,0111 isfurs f.ic ing mal] buvress of hei own consilltinA lii ni AM peilence incoalition-buildinginthe homthedebate oven NAFTA," said Over the pe.,Is, she has had an ec-

Ms Het m.in hail pirvioulv H„iinan & Associates dlocentezed liaisonoiice combined with hei ap- Mi McAidle rellent Iolationship with me ancl
fharpened hei con,ion.us-bui'(ling diound mattoi s such as job cie- palent piacticalitv seems to hold But organized laboi diopped its other union leadeis,' said Mi
'>kills as chiff of staff and wu· ation promise " said Henry Saveth, piin- opposition to Ms Heiman aftel it hweenev
ihaizinan (11 the I)(?mouatic Na- M, Her m,in gave a hint of the cipal in A Foilei Higgins & Co became evident that the piesident One of the countr©, largest em-
tional Committee and as chail incin couise,,he might follow as she ac- Inc s New York office would not appoint a candidate plmel 41 oups fhales, this positir r
of the Demou.ilic- Convention ce;ted the plesident's nomination "One of the inteiesting things toi moie to labor s liking aswssment

Committee m the railry 1990,, late last month the benerits communitv is that this "Alexis Herman iS a wondeitul " I th i nk hh e w 111 bl in g in t h e b a_ -
Ms Herm,in 5 ieurne is not de- ' I want vou to know that I have isa relat_vely now name -ind a new choice foi seciotaiv of laboi She ance what is neoded in a societal·,

void 01 cvpenence with emplog- iontinued tobellope that u e must face, but the loots of this appoint- knows and understands u (}Iking ol laboi I ser M,·, Heiman tornaibe
ment-r(>latecl iues She beg.in hni have a giowing innovativc and en- ment Ieally run pretty deep Clinton families' conceins, and we look foi - be that c atalvst bringing the two
i areri asa,(,cial woikei .ind Pir,- tiepieneurialeconomp li the living had wanted to carve out a moie waid tx, working closelv with hei to groups-business and laboi-to-
ident Caitei n.uned hei hea(1 (Ethe standard, oi WOrking mon and centi iht policy position. and this put thriz interests on the top ot the gethei, ' said June D Zurilla, asoci-
Laboi 1)epaitment s Womens Bu- women aretoi ise, especidlly inthis nominee fits that trend, whereas national agenda ' sctid John J ate dii ector of employee i elation,
Ie,ill in 1977 ex a ol global and technological some of thr other potential nomi- Sweeney, pirsident of the AFL- foi the National Assn 01 Manutac-

As the poungest peison to ever ch,inge Workers must beprpared nies did not," said Mr McAidle CIO tulers in Wa%hington
seive as director of the Wornen'< for their Jobs, low.iided jor then He noted that the AFL-CIO had "At a time when so mani woiking "Woi king ulth a lot of small

Bureau in the Labc,1 Depaitment, wo.k secule in then retire>mEnt and initialli pIomotecljoimei Sen Hai- men and women are struggling husincsses, you would tend tohave
YI'· Herman prmiect for the estab- able to f ieely Olgan17e," she said ns Woffoid D-Pa, as its candidate against declining pay and growing more hands-on expeiience At the
lishment of more day cai e facilities M, Heiman'% experience af a for the ]01) Af a senator, Mr Wof- disrespect fi om corporate Ametica, same time, she'% been consultinq toi
in oidc.i to meet the nec.ds 01 work- snall bilsinesswoman .ind as d so- icird earned a i eputation 01 being we believe Alexis' expmience- largecorpoiations At tlus point, we
ing motheis, teendge piegnancy cial wc,Ikeris an ' inteiesting com- onc oi the chambm's most liberal glowing upinthe lulal South, ad- ieally welcome hi·i as seciettaip of

labor because of hei vast expei 1-
once," Ms D Zutilla added

The National Fedeiation 01 Inde-

pendent Bu,inesf iS also pleased
with the nomination noted a

spokewoman foi the Wdshington-
based sm.ill-business 41 014,

"Jack F.211% piesident 01 the
NFIB, ha4 had a good u oi king ield-

-1:5,5 tiomhip with Ms Hriman She def-
r e initeh had an open dooi pollep in

legaid to inviting him to wme
meetings at the While House, and
we hope to continue that ielation-
ship ' saict th< spokesnonian

P One unan,wered que,.tion is how
Ms Herman will compare to her
outspoken and unusually vi,•ible

.

is
predecessor

Although the soclotal > of labor is
genei ally not one ol the political
powerhouses in any administiation,
Mi Relchs long hiend.hip with
Mr Clinton and his prer low, promi-
nence as an advocate f m govein-
ment activign gave him a promi-
nent place in the adminibtiation

' My ense is that she would

maintain a lowm profile than Sec-
i etary Reich The outgoing secre-
tary has maintained a high profile,
and it's a ver> haid act to follow be-
cause of that," said Ilewilt's Mi
McAI dle

Foster Higgins' Mt Saveth eau-
tioned against reading too much
into Ms Herman's, iecoid a0 PIO-

logue to what she would dc),is labor
soel etary

'You never know how these peo-
ple die going to tuin out They can
go in like a Supirme Coult justice
one rd ay and a couple yeai s latei go
the othel way,' he said

Novel theles%, the elli r ent compo-
sition of Congiess will piobably
seive to put the brakes on anT liber-
,11 init iatives Ms Herman might be
inclinecitopizisize, Aaid Mi Saveth

.

- He pointed to the piesideni•. clesii e
to expand the Familv and Medical
Leave Act as an example 01 some-
thing the Republican-dominated

1 Congi es would likelv balk at,
though he added that the acirninis-
Mallon could have, bellei luck with

pension refoi ms
"Any bioddening of the family

leave is going to be very tough in
this Congress Penbion ibsurs tend
to be so hypei -techmcal that thn're
not reviewed Bith a magnifying
glass, so they mav hake an easier
time," Mi Saveth said

Mi McArdle pointed to another
potential problem foi Ms Heiman
"She's Holt close ties to President
Clinton and helped with his re-elec-
tion and the last two conventions

Het ties to the I-)emociatic National

A n Committee, it has been uggested,
mav reuse some issues for her in the

confirmation Procesh
"But membeis of the Senate La-

bo and Human Resources Commit-

tee will probably be hard pi essed to
come down hard on this candidate,"
he aid [El



Introducing CNA Re Facultative
* For 42 years, CNA Re has grown steadily, building upon its heritage of outstanding
customer service and long-term client relationships. With its entry into the facultative market,
CNA Re is extending its commitment to satisfy customers' full range of reinsurance needs.

Call one of the following toll-free numbers today. Our underwriters are eager to show you how
we can help your business grow.

I Atlanta: 800.262-2270  Chicago: 800-200-1546  Columbus: 800-262-6179
f Dallas: 800-262-6182  Hartford: 800-262-1308
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wy©-uld you railer be putting ile pieces i©geiher

Assembling a risk management program can involve many different sources. Or one powerful partner.

Zurich-American is one of the only insurance groups offering "Total Customer Solutions.'Our entire

organization. including six business divisions and our service areas, is fully coordinated to better serve

you. So now. no matter which division you work with, you can easily access countless custom-tailored

products and services... from middle market package programs to large account casualty...
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from international, major accounts property or HPR to surplus lines and

specialty casualty programs.

For more information on putting Tle Power of Partnership
to work for your Total Business, contact your agent or broker or call
1-800-382-2150.

ZURICH-AMERICAN

INSURANCEGROUP

Tile Power of Partnership®
A MEMBER OF THE WORLDWIDE ZURICH INSURANCE GROUP
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Opinions

Bi predicts trends for new year
N KEEPING WITH TRADITION, we present ourannual look at what will be "in" and "out" in the

worlds of risk management, employee benefits and com-
mercial insurance for the next 12 months.

Just like New Year's resolutions, some of which are

kept and others quickly abandoned, our prognostica-
tions sometimes come true and other times are far off the

mark.

Our hits in 1996 included predictions of: continued
mergers and acquisitions in the property/casualty and
managed care industries; the launch of Lloyd's of Lon-
don's runoff reinsurer Equitas Ltd.; an end to pre-exist-
ing condition exclusions in health insurance policies;
scrapping Warsaw Convention limits on airlines' passen-
ger liability; and more rumors about the next broker to
be bought by Aon Corp.

But we had our share of misses and near misses, too,

including predictions of: passage of modest Superfund
liability reform; more insurers segregating long-tail lia-
bilities in separate runoff companies; no more opposition
to CIGNA Corp.'s restructuring; greater awareness of
earthquake risks outside California; and an end to pay-
ing premiums to brokers rather than directly to insurers.

The following is our 10th annual take on the ins and
outs of the new year:

In: Consolidation in the property/casualty industry.
In: Consolidation among managed care companies.
In: Passage of incremental Superfund liability

reforms.

In: More corporate underwriting in Lloyd's of London.
In: Employers offering domestic partner benefits.
In: Greater use of managed care in Medicare and

Medicaid programs.
In: Benefit and risk management transactions via the

Internet.

In: Anti-managed care legislation.
In: Agencies and banks teaming up to sell insurance.
In: Health care plan rate increases.

In: Expansion of pension simplification legislation.
In: Cash balance pension plans.
In: Mutual fund investment by retirement savings

plans.

In: Legal battles over temporary worker benefits.
In: Greater variety of managed care report cards for

payers.

In: Medical savings accounts.
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Out: Litigation over old losses by Lloyd's of London
names.

Out: Rumors of Aon Corp.'s next acquisition.
Out: Traditional indemnity health insurance plans.
Out: Passage of federal product liability reform.
Out: Big employee benefits departments.
Out: Major inroads in risk financing by capital

markets.

Out: Comprehensive health care reform legislation.
Out: HMO gag rules.
Out: Chances for Social Security reform any time

soon.

Out: Retirement savings in guaranteed investment
contracts.

Out: Mergers and acquisitions among direct
reinsurers.

Out: Cramped office space for Bermuda companies.
Out: State efforts to regulate risk retention groups.
Out: Junk science in the federal courts.

Out: Unrestrained growth of state second-injury
funds.

Out: Inflexible National Assn. of Insurance Commis-

sioners accreditation standards.

Out: Escalating retiree health care liabilities.

Letters

Mandate is needed to assure work safety
Your Dec. 16 editorial, "Ergonomic

Lesson Not Learned," was the most lu-

dicrous piece of pseudo-journalistic
rhetoric I have seen in 20 years. Who is

, paying you to write this misleading in-
 formation, Democrats, business, or are
' you bored with nothing better to do?
| The sixth paragraph of this editorial

says it all, and certainly validates your
stand on the issue:

"We don't pretend that repetitive mo-
tion injuries are not a significant prob-
lem that needs solutions, but we don:t
think this should be the safety agency's
top priority when more basic workplace
safety problems continue to claim lives
and injure workers."

Business Insurance welcomes terters

to the editor. The section is intended to

be a forum for readers' opinions and
comments. We reserve the right to edit
letters for clarity or space. We witt not
publish unsigned letters. Please send
your letters to Letters to the Editor,
Business Insurance, 740 N. Rush St.,

Chicago, ILL 60611; fax: 312-280-3174;
e-mait: pwinston@crain.com

Those "more basic safety problems'
were regulated in the early '7Os. The real
problem isn't the basic issues, it's man-
agement accountability.

Regulations governing personal pro-
tection equipment, machine safeguard-
ing and electrical lockout, among others,
are all in place but management is not
accountable for enforcement-responsi-
ble, yes, but not accountable. Workers
continue to die because of management,
not regulations.

Your editorial supports the premise
that "We hope employers take steps to
participate in those efforts and demon-
strate that they are capable of leading
the search for a solution to ergonomics
ailments without a government man-
date."

Please, business won't even do what's
regulated, how do you expect it to
proact on a voluntary basis?

A worker at a meatpacking plant in
Nebraska died a few weeks ago because
he stabbed himself in the leg, and sev-
ered his femoral artery. The poor man
wasn't wearing his "regulated" personal
protective steel mesh apron/leggings.
Shouldn't management be held account-
able for this tragedy?

You should attend one of my classes
and see the results of students attempt-
ing to change careers, who try to take
notes and can't because they have had
bilateral carpal tunnel surgery from
working in a turkey processing plant for
a few years. I invite you and your staff
to attend a class on ergonomics and
repetitive motion, and get a real picture
of how repetitive motion injuries can be
eliminated or reduced, how cost effec-
tively jobs and workstations ean be re-
designed.

And on a more aggressive note, I chal-
lenge you to get your facts straight. Er-
gonomics is not only an issue that
should be mandated, it's an issue that
must be mandated.

Ask the employees who are most af-
fected, and those who have been crip-
pled by the same businesses that are
fighting and paying huge sums of mon-
ey, when those same funds could have
been directed toward solving their er-
gonomic problems.

Bryan Richards
Instructor-Occupational Safety

& Health/Industrial Hygiene
Texas State Technical College

Waco, Texas
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Since the 19805, most companies have been
through a lot of changes. So much so, that many o:
them don't resemble the companies they once were.

While this has helped many of them stay con-
petitive and survive, it has also created a problem.
The benefits programs of many of these companies
were designed for a company and work fcrce that
nc longer exists.

Now is the perfect time to step back and take a
look a: your benefits from a business perspective.

Visit us at: www.watsonwyatt.com

Your company
has been

-:r·\ 400 7 r='1 -3-1
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resized

Do your benefits still fit?

What do you want ycur benefits to accomplish for
your company? What do you want them to do for
your work force? Wh3t should they cost? Are you
gettlig the best value for your benefits dollar?
And there's no one more qualifi€d to help you
answer these and other benefits questions than
Watson Wyatt.

Together, we can c-eate benefits programs that
are aligned with yoir business strategy. Benefits
programs that recognize the changes in your

dovwnsized,

and
RIGHTSIZED.

3
0

work force and the changes in their needs. In short,
benefits that fit.

To learn more about how we can help, call your
local Watson Wyart office or 1 -800-851-4346
- and get a strategic benefits program for the
company you are tcday.

ZI/ Watson Wyatt
V V Worldwide

Making Strategy Work.TM
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IC&S
Continued from page 3
in a company headed by First As-
surance's former auditor, a man

whose Texas accounting license
was revoked last year because of
his work for First Assurance and

another client, government records
show.

These and other of IC&S' 1995

assets in fact are either worthless

or have only a fraction of their
claimed value, according to a court
filing by a former U.S. insurance
regulator who examined the in-
vestments.

Meanwhile, IC&S is facing other
problems, including a dispute over
$2 million in reinsurance claims
from a South Korean ceding insur-
er and a lawsuit filed last year by
First Assurance's court-appointed
bankruptcy trustee.

The suit charges that First As-
surance assets were fraudulently
transferred to IC&S in 1992 and

levels civil racketeering charges
against IC&S director Samuel B.
Love and several other former First

Assurance operators.
Mr. Love denies the lawsuit's

charges, disputes the validity of the
South Korean reinsurance claim

and defends IC&S.

He conceded that some of IC&5'

investments have turned out badly.
But "if you hang around the busi-
ness world long enough, you're go-
ing to make some bad deals," he
said. "You just hope your good
ones offset your bad ones."

"If I thought we had some prob-
lems, I would admit it," he added.
But "we have survived, we've made
money and we've gotten stronger."

Mr. Love also points out that the
insurer has recently bolstered its
balance sheet with new assets, in-
cluding stock in a small Utah com-
pany that hopes to open a chain of
skin care clinics.

The New Zealand insurer was set

up by First Assurance owner Jesse
Maynard and others in late 1992, as
Firs: Assurance was facing mount-
ing claims from businesses dam-
aged in that year's Los Angeles ri-
ots.

The following year, after Califor-
nia regulators had barred it from
the state, First Assurance filed for
bankruptcy in Oklahoma City,
where riot victims have since been

pursuing more than $6 million in
unpaid claims (BI, March 7, 1994)

The Oklahoma bankruptcy
trustee has charged that IC&S was
set up as a First Assurance succes-
sor company, and in a 1994 inter-
view Mr. Maynard confirmed that
he planned to roll over First Assur-
ance's California business into
IC&S. The New Zealand insurer

obtained a large part of its roughly
Sll million New Zealand ($5.7 mil-

lion) in initial capital from First
Assurance, Mr. Maynard said.

These assets included cash trans-

ferred from First Assurance and

stock and note investments that

had also appeared on First Assur-
ance's balance sheet, documents

show. California regulators re-
viewing First Assurance later dis-
allowed some of these same invest-

ments as having doubtful liquidity
and value.

By 1993, Mr. Maynard and other
original IC&S directors had re-
signed and been replaced by Mr.
Love as sole director.

Mr. Love heads IC&S' Scotts-

dale, Ariz.-based management
company, Premier Administrators
Inc., which formerly managed First
Assurance First Assurance promo-
tional material also described Mr.

Love as its financial officer, though
Mr, Love denies this.

In 1995, IC&S wrote $7.8 million
New Zealand ($5.1 million) in pre-
miums, up from $4.8 million New
Zealand ($3.1 million) in 1994. Pre-

by Houston businessman Leon Ex-
calibur Hooten III, who died of a
heart attack in Scottsdale in Octo-
ber 1996.

Texas securities regulators had
raided Mr. Hooten's office in June

and the Texas Insurance Depart-
trent ordered him to shut down in

September after finding that he
had collected more than $150,000
in premiums from several policy-

'If you hang around the business world long
enough, you're going to make some bad
deals,' Samuel Love says. 'You just hope
your good ones offset your bad ones.'

mier Administrators collected $1.4
million New Zealand ($924,539) in
management fees in 1995.

When he took over IC&S, Mr.

Love says it was an "empty shell"
that no longer held any former
First Assurance assets. That shell

has since been filled, though, with
a shifting variety of little-known
stocks, some of which are not pub-
licly traded and one of which Mr.
Love concedes has turned out to

have little cr no value.

At year-end 1994, for example,
IC&S reported total assets of $10.7
million New Zealand ($6.9 million).

One of the largest of these, val-
ued at $3.1 million New Zealand
($2 million), was common stock of
Lifeguard Financial Systems Ltd.,
a unit of New Zealand-based Life-

guard Reinsurance Ltd.
Lifeguard Re and several related

companies were run until last fall

holders for allegedly worthless
Lifeguard Re bonds.

The Texas department also found
that Lifeguard Re had claimed to
own millions of dollars of worth-

less assets, including a $15 million
certificate of deposit at a bank al-
legedly based in the non-existent
Dominion of Melchizedek; $10 mil-
lion in Melchizedek government
bonds; and $20 million in bonds is-

sued by "St. Charles University"
and signed by Mr. Hooten himself
as president of the purported uni-
versity.

Mr. Hooten told a state securities

regulator that he was president of
Melchizedek in 1994. He also ad-

mitted that he had filed for person-
al bankruptcy in early 1995 listing
net personal assets of $10,310, ac-
cor(ling to court records.

Melchizedek, which has figured
in previous insurance swindles, has

been variously located by different
people in Antarctica, the South Pa-
cific and on an island off the

Colombian coast. Jeffrey H
Reynolds III was sentenced earlier
this year to more than four years in
prison on federal fraud charges
stemming from his operation of
California Pacific Bankers & In-

surance Ltd., supposedly based in
Melchizedek.

By year-end 1995, IC&S had dis-
posed of all its 1994 investments
except its Lifeguard stock, which
remained on the balance sheet at

roughly the same valuation. Of to-
tal assets of $11.7 million New
Zealand ($7.6 million), the insurer
also reported owning $2.5 million
New Zealand ($1.6 million) in pub-
licly traded common stock and
non-public preferred shares of
Phoenix Resources Technologies
Inc.

Phoenix, formerly known as
Hughes Resources Inc., has the
same Scottsdale address as Pre-

mier Administrators and is headed

by James R. Ray, former auditor
for First Assurance, Securities and

Exchange Commission filings
show.

Mr. Ray was a Texas-licensed
certified public accountant when
he prepared First Assurance's fi-
nancial statements for 1992. Last

year, however, the Texas State
Board of Public Accountancy re-
voked his license after finding nu-
merous violations of accounting
rules in his audits of First Assur-

ance and another company. Mr.
Ray is appealing the revocation.

SEC filings also show that
Phoenix's assistant corporate see-
retary and legal consultant is Mar-

Continued on next page

Despite popular views We help our clients see beyond

Christopher Columbus unrelentingly the horizon and avoid the pitfalls of

pursued the most ambitious a volatile marketplace and shifting

economic idea of his time a direct 14 < r regulations. As brokers we offer our
route west to the Oricnt. Public clients a variety of

opinion was wrong of course. He plans that steer ' ;me
didn't sail off the them around trou- \ S p
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And his discovery, reach their goals with a

although short of minimum ofrisk.

China, soon led to Our expertise in life, accident,

an explosion of wealth and changed health and workers' compensation gives

common perceptions of the world. our clients the edge they need in a world econ-

Approaching old problems with new ideas has omy that demands more of them every day. For more

always been an essential component of success in any held. information about D.W.Van Dyke &Co., give us a call at

At D.W. Van Dyke & Company, we have been pursuing (203) 855-0499. D.W. VAN DYKE
new courses in reinsurance since 1978. Insight and vision are intregal We have the resources to AND COMPANY

parts of our service. explore new possibilities. of CONNECTICUT
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vin Lewis, who is also claims man-

ager for IC&S and was formerly
claims administrator for First As-

surance. Mr. Lewis, whose Texas

law license has been suspended sev-
eral times since 1990-was indicted
in 1993 with insurance swindler

Arthur A. Blumeyer III and others
for allegedly using the defunct Bel-
Aire Insurance Co. and a string of
bogus offshore insurers to defraud
policyholders of millions of dollars.
He was acquitted after a jury trial
in 1994 (BI, Feb. 14, 1994). Mr.
Lewis denied acting as legal con-
sultant to Phoenix.

Phoenix, formerly a wood prod-
ucts company and now an oil and
gas producer, reported a $3.5 mil-
lion net loss for its Oct. 31, 1995,

fiscal year and its auditor expressed
"substantial doubt about its ability
to continue as a going concern."

The company reported a profit
for the nine months ending July 31,
1996, most of it a one-time gain
from the sale of discontinued oper-
ations, SEC filings show.

Mr. Love doesn't deny that sever-
al IC&S investments have been less

than stellar performers.
The Lifeguard stock, for instance,

turned out to be a total loss, Mr.
Love conceded, adding that Pre-
mier Administrators also canceled

a reinsurance management deal
with Lifeguard Re last July.

He maintained, though, that he

didn't suspect any of the Lifeguard
misrepresentations cited by Texas
regulators. He said he relied on
Lifeguard's financial statement,
which only described the compa-
ny's assets as "bonds and CDs"
without further identifying them or
mentioning Melchizedek.

"There's no reason Lifeguard
should have been a loss except for
the darn fraud, or aLleged fraud, in-
volving Leon Hooten," Mr. Love
said.

Meanwhile, IC&S has also sold
its Phoenix common stock at a loss,
receiving only about a third of what
it paid, Mr. Love said. The insurer
continues to hold Phoenix pre-
ferred shares, he said.

The Lifeguard debacle has
caused Mr. Love to enter a new

stock deal to "recapitalize" IC&S,
he said.

In November, IC&S acquired 1.8
million shares of Wasatch Pharma-

ceutical Inc. in exchange for an in-
terest in oil and gas leases held by
Mountaineer Gas Transmission

Inc., a Nevada corporation formed
last April and headed by Mr. Lewis
and Mr. Love.

Wasatch, described in its SEC fil-
ings as a "development stage com-
pany," owns a "proprietary tech-
nology" for the treatment of acne
and other skin disorders and hopes
to open a chain of skin care clinics,
the filings say.

In a Sept. 30,1996, quarterly fil-
ing, though, Wasatch reported only
minimal revenue from two unprof-
itable prototype clinics and dis-
closed that lack of assets and work-

ing capital raised doubts about its
ability to continue as a going con-
cern.

Wasatch reported total revenues
of $89,386 for the first nine months
of 1996, along with total assets of
$41,903 and a stockholders' equity
deficit of $1.1 million.

David K. Giles, Wasatch's chief
financial officer, said Wasatch may
try to convert the Mountaineer as-
sets to cash to finance the clinic ex-

pansion.
Wasatch's over the counter stock

was priced at $2.75 bid and $4.63
offered in mid-December, accord-
ing to one of the company's market
makers. The stock's volume had

ranged from 100 shares to 3,700
shares a week over the previous
several weeks, the market maker
said.

Meanwhile, IC&S faces potential
claim and litigation problems.

The insurer's 1995 statements re-

ports as a "contingency" about $3
million New Zealand ($2 million) in
reinsurance claims from a South

Korean ceding insurer-identified
as Korea Foreign Insurance Co. by
a broker involved in the place-
ment-for a series of disastrous

1994 crop losses in South Korea.
IC&S' statement says it was im-

properly bound on the treaty, re-
ceived no premium and does not ac-
knowledge any liability.

However, Frank Sherman-an
intermediary with Seawise Insur-
ance Consultants Ltd. in Sudbury,
United Kingdom, who was involved
in the placement-said IC&S was
bound under a valid agreement
with a Belgian underwriting man-
ager and that the insurer did re-
ceive premium on the risk.

Mr. Sherman said Seawise is now

preparing final accounts on this

and other IC&S business and will

submit them to the New Zealand

insurer shortly.
IC&S, Mr. Love and Mr. Lewis

are also named in an amended law-

suit filed last April by First Assur-
ance's bankruptcy trustee in U.S.
District Court in San Diego. Two
earlier complaints were dismissed.

The latest complaint charges that
First Assurance fraudulently trans-
ferred about $500,000 to IC&S to
get the insurer started. In addition,
IC&S is effectively a First Assur-
ance successor company and should
be held liable for First Assurance

losses, the suit alleges.
Mr. Love and Mr. Lewis were

also part of a conspiracy to operate
First Assurance as an "engine of
fraud," capitalizing the insurer
with worthless assets, looting it of
premiums and leaving millions of
dollars of unpaid claims, the
trustee's suit charges.

IC&S, Mr. Love and Mr. Lewis
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have filed a motion to dismiss the

complaint.
The lead defendant in the law-

suit, Paine Webber Inc.-which

managed accounts for First Assur-
ance-has agreed to settle the suit
for about $7 million, according to
lawyers involved in the litigation.
An attorney for Paine Webber de-
clined to comment.

IC&S, meanwhile, has filed a
defamation suit in New Zealand

against Robert Brace, a Santa Bar-
bara, Calif., lawyer representing
the First Assurance trustee.

Mr. Brace has denied defaming
the insurer. To support his case, Mr.
Brace last October filed an affidavit

of a U.S. regulator asserting that
most of IC&S' year-end 1995 assets,
including the Lifeguard and
Phoenix shares, were either worth-
less or substantially overvalued.
The affidavit was sworn by William
Smythe, former executive director
of the National Assn. of Insurance

A word you don't often hear
from a ten-year old ...

As Gulf Insurance Group approaches its tenth year of insuring specialty
risks, we'd lilze to express our appreciation to the dedicated efforts of our
agents and brolzers. You are the ones that 6ave been instrumental in estab-
lishing the Gulf Insurance Group's leadership. And you are the ones that
have helped us earn a Standard & Poor's claims paying ability rating of AA
and an A.M. Best rating of A+ (Superior).

As we grow older - into our teenage years and beyond - we 10012 forward to
worleing with you... helping you provide customers with specialty insurance
products customized to your specific requirements.

cr= Gulf Insurance
Group

A Member of TravelersGroupJ

Commissioners Securities Valua-
tion Office.

Mr. Love dismissed the affidavit

as "one man's opinion. . . .I've got
my own documentation that the as-
sets were valued at exactly as much
or more" than the amounts report-
ed in the 1995 statement.

He conceded that the Lifeguard
and Phoenix stock proved to be
worth far less than reported. But,
he explained, "that balance sheet
was as of 12/31, not the day after
and as of 12/31 those numbers were
all good."

Despite IC&S' troubles, Mr. Love
sounds confident about its ability to
survive.

"I think we're much stronger this
year than we were last year," he
said.

IC&S doesn't assume big risks
and has a solid reinsurance pro-
gram, and that combination means
"we'11 be around next year and the
year after and the year after." 1
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Okay, let's be honest.

Monet and Rembrandt

have nothing on us. As

the leading medical

liability insurer in the

nation, we care fully

craft our insurance pro-

grams, customizing them

' to meet the individual

requirements of large

Thest,hul

organizatian: with

specialized risk-transfer

needs. Far be it from us

to call our prcgrams

works of art. But we can

Medical Services

www. stpaul.com St. Paul Fire and Marine hisun n:e Company
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only imagine what Mr.

Rembrandi could have

created if he'd gone into

the insurance business.
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RIMS
Continued from page 1
ac tive liability, foundered in the
last Congress.

On the product liability front,
RIMS perceives the political envi-
rcnment now as being more con-
ducive to reform than it was prior
tc the 1996 elections, according to
Mr. Brown.

"We're going to try to raise it,"
Mr. Brown said. "There's no pres-
sure of election, no one's cam-

paigning. I think the president
might be a little receptive if the bill
iE tailored a little more toward

what he wants. As far as we got
last year, I think the president was
the only stumbling block, so I think
it might be a little less difficult."

President Clinton held that H.R.

956, the product liability reform
bill he vetoed last year, did not
provide consumers with adequate

safeguards.
Dealing effectively with job safe-

ty concerns, particularly in regard
to OSHA, also appears on RIMS'
wish list.

' We still believe that OSHA re-

form has to be done legislatively,"
said Mr. Brown, adding that at-
tempting to institute reforms ad-
ministratively is inadequate. He
cited a recent survey by the Na-
tional Assn. of Manufacturers in

which businesspeople criticized
OSHA for a variety of shortcom-
ings as proof that reform is needed
(BI, Dec. 16, 1996)

For example, RIMS opposes
OSHA's attempt to impose an er-
gonomics standard, a move that the
Clinton administration revived af-

ter the election. Blocking a move
toward setting a federal er-
gonomics standard "would be very
high on our radar screen, obvious-
ly." said Mr. Brown.

RIMS also has advocated that

OSHA work more closely with the
industries it oversees to solve

workplace safety problems, rather
than rely on punitive measures,
particularly for minor infractions
like paperwork violations.

Other federal issues that RIMS

will be watching include the shape
of any natural disaster legislation
that might emerge.

Although RIMS took no position
on previous natural disaster bills in
Congress, Mr. Brown said the orga-
nization is interested in seeing
"what impact, if any" proposed
legislation would have on commer-
cial insurance.

RIMS also will track tax issues

that come up, particularly those
that affect captive insurers, said
Mr. Brown.

Benefits-related legislation also
will have RIMS' attention this

year, said Pat Vaughan, RIMS' as-
sociate general counsel.

Ms. Vaughan noted that RIMS

DISABILITY COSTS

CNA

lt's scary the way disability costs have gotten out of control. At CNA, we

can help you master these costs. We offer comprehensive programs that

attack the direct costs of disability by getting your employees back to work

faster. Plus we put a lid on hidden costs like lost productivity, overtime and

retraining. The key is early involvement. We work to keep short-term disabilities

from becoming long-term. And we come at costs from all angles with

exceptional loss prevention and fraud investigation programs. All of which

gives you the lowest disability costs overall. To tame your
CNA

costs, call CNA at (800) 491-3817 for more information.

CNA: THE BOTTOM LINE IN DISABILITY'"

Cove,ageareunderwrittent,yCon,inenta CaaityCompany, oneof theCNA InRIElroCompanits CNA ,;a n**dservicemakoflheCNA Rnancial Comorntion'INA Pina/Chicvgo, IL#85.

supported legislation sponsored by
Sens. Edward M. Kennedy, D-
Mass., and Nancy Kassebaum, R-
Kan., that promoted the portabili-
ty of health care benefits by remov-
ing pre-existing condition exclu-
sions in medical coverage.

"We know in 1997 there's going
to be more health care activity.
With respect to Kennedy-Kasse-
baum, we're going to be keeping an
eye out for the regulations that will
be coming out of the Departments
of Health and Human Services, La-

bor and Treasury to implement the
law," she said.

"We're going to be monitoring
pension reforms. Specifically, the
president will propose legislation
that will allow greater pension
portability," added Ms. Vaughan.

"We need to see the legislation
first, but as a policy matter, we cer-
tainly would be in favor of workers
being able to take their pensions
with them when they leave," she

illa Maged
Disability
Prog rams
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said. She added that RIMS always
pays attention to legislation that
could impact the Employee Retire-
ment Income Security Act, but not-
ed that she doesn't see anything in
the near future that would threat-

en the law's pre-emption provi-
sions, which protect ERISA plans
from state benefit mandates.

In addition, RIMS will monitor
Medicare and Medicaid reform

proposals, said Ms. Vaughan.
As the federal government re-

duces its spending for these pro-
grams, the costs associated with
the cutbacks are likely to be passed
on to private businesses in the form
of higher benefits costs, she said.

Benefit issues also are likely to
command attention at the state

level, said Ms. Vaughan.
"We think there's going to be a

lot of state activity concerning
managed care cost issues. For ex-
ample, in California, lobbyists are
expected to push legislation out-
lawing gag rules," she said.

RIMS will have to see exactly
what such proposals say before de-
ciding its position on them, she
said.

"Regarding state issues, as they
come up, we alert our members in
that state," said Mr. Drapeau.

"The best thing you can do is
keep your finger on the pulse and
be ready to respond to whatever
happens," he said.

RIMS will track tax

issues as they come
up, particularly those
that affect captives,
says Paul Brown.

One state where risk manage-
ment-related legislation appears
likely to be front and center is New
York.

"There are a couple of big issues
that have already cropped up. I
think New York state will be one of

our big states for 1997," said Anne
B. Allen, RIMS' legislative counsel

Ms. Allen said Empire State law-
makers are expected to push to
make New York a captive domicile.
She said that RIMS "is very sup-
portive" of the effort, though the
group thought that there was a lot
in the original captive bill that
needed to be changed. For exam-
ple, the initial captive law would
not permit the use of captives for
state-mandated lines of insurance

like commercial automobile and

workers compensation, noted Ms.
Allen. RIMS would like those re-

strictions removed from any caF-
tive legislation.

New York lawmakers will also

probably take another look at
workers compensation reform, she
said. "Even though there was some
reform passed last year, we think
we're going to see some more fine-
tuning," said Ms. Allen. Lawmak-
ers in New York may also intro-
duce legislation dealing specifical-
ly with workers comp fraud.

Other states likely to deal with
legislation of interest to risk man-
agers include Texas, which Ms.
Allen believes will be the site of

further tort reform efforts, and Ilti-
nois, where recently enacted tort
reforms are expected to come un-
der legislative fire as well as con-
tinued judicial challenge.

Challenges to state-based tort re-
form "will be a huge defensive is-
sue," she predicted.

In North Carolina, an Insuranee

Department-backed proposal that
could saddle group captive reinsur-
ers with onerous new regulations
in the name of fronting disclosure
also will be tracked closely by
RIMS, said Ms. Allen. Eli
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Agent/Broker Topics

Going the extra step serves agents well
Agents, brokers can strengthen their relations with customers
by providing services above and beyond obtaining coverage

By REGIS COCCIA

aintaining

good relations
with custom-

ers isn't a frill

for indepen-
,/a. dent agendes

and brokerages-it can mean the
difference between staying in busi-
ness or shutting one's doors.

Agents and brokers needn't de-
spair in the face of mounting com-

petitive pressures and growing de-
mands from increasingly sophisti-
cated consumers, however. The in-
surance industry isn't alone in fac-
ing those challenges, and producers
can take steps to improve their
client relationships, consultants
sav,

"Clearly, the consumer today is
more knowledgeable" about insur-
ance, said Bobby Reagan, president
and chief executive officer of At-

lanta-based management consult-

ing firm Reagan & Associates. And,
"they're feeling some of the same
pressures that agents are," like rising
costs and pressure on profit mar-
gms.

"People are much more aware of
the competitive nature of our in-
dustry, and they're willing to ask
about it: 'Isn't there something you
should be doing? said Ron Smith,

president of Smith Sawyer Smith
Inc., a Rochester, Ind.-based agency,
and president of the Independent

Insurance Agents of America.
"Agents and brokers have to be

better attuned to who their cus-

tomer is," however, said Mr. Rea-

gan. "The whole problem-solving
process begins with an understand-
ing of your client and their needs
and responding to them."

Responsiveness is an important
consideration for customers, agreed
Donald Weber, president of Shoe-
maker-Weber in Pismo Beach,

Calif., a strategic consulting divi-
sion of IR Group Cos. Before form-
ing Shoemaker-Weber, Mr. Weber
was chief operating officer at broker
JIB Inc. in San Francisco, the former

THIS IS THE R.oAD TO OPPORTUNITY.

Companies, associations, government agencies
and organizations of all sizes are adding a new,
cost-free employee benefit-called a viatical
settlement. The service enables individuals fac-

ing a life-threatening or severe chronic illness
to sell their life insurance policy for cash, pro-
viding immediate access to significant financial
resources many need today.

6

.

Viaticus, Inc.-the nations

leading viatical settlement
company-offers brokers an
unsurpassed opportunity to
receive:

Significant, ongoing commission

income potential-including a

signing bonus.

Qua/(fied sales leads-from

corporations, associations,

government agencies and

other organizations interested
in the viatical benefit.

Extensive product service

training-for you and your
sales staff.

Superior activity tracking-to

ensure you receive commis-

sions in a timely manner.

Mass marketing support-

through our national advertis-

ing and direct mail campaigns

to generate product awareness.

In addition to attracting new clients, the
viatical benefit is also ideal for your existing
clients, adding value to their benefits plans-
and increasing your overall book of business.
To learn more about this important new

broker opportunity and to receive a Viaticus
Broker Application Kit, please contact us at
1-888-279-8421.

VIATICUS®

Internet: http://www.viaticus.com

Viatir:,3, ln<, , U w #lie of t!:e CNA huttfate Compalli„-Dne 4 the Mmu'$ 1,112£st ins,ir,ince untattizmins, CAA is a registeled mvice mark of ti,e CNA Fitudal Corporatioil.
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U.S. retail brokerage unit of JIB
Group P.L.C.

"The consumer wants to know,

'How is my problem being han-
dled?' That' s where the rubber

meets the road," he said. "Most

agents have well-trained customer
service representatives or account

executives that are very responsive
to customer needs."

"Agents can do a better job in the
area of stewardship, knowing and
providing what the customer
needs," said Mr. Reagan, whose
company conducts the annual Best
Practices study of the nation's most
profitable agencies for the Alexan-
dria, Va.-based IIAA.

For example, a practice common
among top agencies is midyear or
even quarterly meetings with cus-
tomers to exchange information
and stay attuned to the client's
needs throughout the policy peri-
od, not just at renewal time, Mr.
Reagan said.

'The consumer

wants to know,

"How is my
problem being
handled?" That's

where the rubber

meets the road,'

says Donald
Weber.

Mr. Weber recommends that

agents and brokers conduct a for-
mal review of a client's account at

least annually, to go over the cus-
tomer's insurance program, analyze
claims and report findings. Such
meetings let customers know the
agent or broker is looking out for
them and are helpful in renewing
accounts, he said.

Knowledge is power

In an environment where many
agents and brokers are vying for
business, specialized knowledge is a
key to gaining a competitive advan-
tage, Mr. Reagan said.

Policyholders today require a
"combination of expertise," Mr.
Reagan said. "Insureds expect their
agents to know the insured's busi-
ness" as well as be able to find ap-
propriate solutions in the insurance
market.

Toward that end, agents and bro-
kers can assist customers through
their knowledge of the market-
place. "It's making sure the agent or
broker knows of the options avail-
able for the insured and keeps the
customer abeast of them," accord-

ing to Mr. Reagan.
Those options may not necessari-

ly include buying insurance.
For example, if an insurance

SeeService on page 16D
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Service
Continued from page 168
buyer is interested in forming a
captive or some other risk financ-
ing arrangement, it's important
for the agent or broker to be able
to advise the client, said Mr. Rea-
gan.

Another way to gain a competi-
tive edge is to learn the ins and
O-lts of a given industry. Midsize
agencies and brokerages can be-
come proficient in serving certain
niche markets, like associa-

tion clients, Mr. Weber said.

"They can get to know people
(in those industries) personally
and develop a rapport that's 50
s-rong a larger broker can't touch
it," he said.

Whereas an account generating
$100,000 in premium is important
to a midsize broker, such an ac-

ount would be small potatoes to a
very large broker. As a result,
'trnidsize brokers put a better team
c n serving that account. They can
co a better job" than the bigger
trokers, particularly if the middle-
market brokers handle such clients

on a regular basis, Mr. Weber ex-
plained.

"Insureds want their agents to
be knowledgeable, proactive-an-
ticipating their needs so there are
rio surprises-and creative in find-
ing different ways to solve their
problems and aggressive in the
marketplace in representing their
interests," Mr. Reagan said.

Commercial clients "are looking
tor us to be a resource for them in

helping them find the best use of
their insurance dollars," Mr. Smith
said.

"We're trying to tell our agents
-hat we do add value, and that
value is our advice, our counsel,
our risk management services," he
said. "By and large, agents do
-hose things without charge and
=hey do that well."

New business vs. old

As agencies and brokerages of all
sizes strive to grow, they some-
times can fall into the trap of not
giving adequate attention to their
existing customers.

"A lot of people get involved in
the debate over what's more im-

portant, new business or renewal
business," Mr. Reagan said. "I
think that whole argument is like
sitting in an airplane and saying,
'Which is more important, the
right wing or the left wing?

New business is "vitally impor-
tant" to an agency's growth, but
it's also important to retain ac-
counts, he said.

"The only way you can survive
is to have those two areas bal-

anced," Mr. Weber said. Account

attrition and merger and acquisi-
tion activity each year result in di-
minishing returns for agents and
brokers, requiring them to seek
new business, he explained.

Achieving growth requires a
plan, though, which relatively few
producers have thought out.
'Most agents and brokers are so
busy just keeping the doors open
:very day, they're never really able
to take the time to do long-term

planning and decide where they
want the business to go," Mr.
Weber said.

"For most every agent, the way
he gets new business is by taking it
from other agents."

Successful agencies have good
sales programs and long-term
plans in place and are not only
winning new business but also
keeping their existing customers,
he said.

Holding on to customers

Although most agents and bro-
kers take pains to retain their
clients, sometimes they can't pre-
vent customers from walking out
the door, consultants note.

Most often, customers change

agents or brokers because of price,
but occasionally it's due to receiv-
ing poor service, according to Mr.
Weber.

"A good percentage (of clients)
will leave because of price. That's
the real world," he said. "You
can't help losing (their business)
from price sometimes. You can't
fault yourself on that."

Producers can take responsibili-
ty, though, when they lose cus-
tomers over bad service, according
to Mr. Weber. But, some compa-
nies don't realize clients are dissat-

isfied until they leave, Mr. Weber
added.

"If you have good relations with
a client, it takes more than one
act-it takes a multitude of acts-

0 9. 6 .00..

to make them become disenchant-

ed," he said.

Finding out whether a customer
is happy can be as simple as a peri-
odic telephone call or as formal as
a questionnaire. In either case, the
important thing is to stay in touch
wit:h customers, Messrs. Reagan
and Weber said.

"It could just be a phone call, a
survey or stewardship meeting,"
Mr. Reagan said. "You're going to
be most secure when you're doing
the job."

Maintaining close ties with cus-
tomers is critical, Mr. Smith

agreed. "The more contact we can
have with a client, the more effec-

tive" the agent can be, he said.
To cultivate strong relations, Mr.

Reagan recommends agents and
brokers take their relationship of
acting as a consultant "to a higher
level-as a partner, where the in-
sured thinks of you as they would
their lawyer or CPA, as another ad-
viser."

Agents and brokers can do that
by "building the insured's confi-
dence that you have their best in-
terest at heart," he said.

"To be a high-performing com-
pany, you have to go that extra
step and provide the value-added
services we hear about," like risk
management and loss control con-
sulting, Mr. Weber advised.

It pays to "make sure your
clients know you provide services
others don't," he added.
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Profits from Asian markets may be worth the risk
To reap benefits, companies must get to know marketplace

By MICHAEL PRINCE

 imply because Christopher Columbus didn't
reach Asia doesn't mean

the insurance industry
shoilldn't.

With its huge popula-
tion and growing economies, Asia

represents a tremendous invest-
ment opportunity for the insur-
ance industry, said Selilia Man, re-
gional manager-Asia and Pacific

51%

% of Employees *ho
prefer to buy insurance

products at work

division of A.M. Best Co. in Old-

wick, N.J. And despite the prob-
lems and apprehensions of doing
business in Asia, she said the ben-

efits outweigh the costs.

The leal question, she said re-
cently in New York at the 1996
Roundtable oil Insurance Condi-

tions iii Asia sponsored by the In-
ternational Insurance Council, is

not if insurance companies
should do business in Asia, it's if

thev can afford not to do business

7 I

11
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in Asia.

"Just remember: It's not a new

market," she said. "It's been here

a long time and it's here to stay."
Ms. Man divides insurance com-

panjes iiite, three categories:
proactive, reactive and fence-sit-
ters.

The proactive ones are insurers
and reinsurers of a reasonable size

with an established international

culture. They are active in Asia to
strengthen their market presence.

Reactive companies are more re-
cent investors in Asia that have

followed their competition. "They
have to jump on that bandwag-
on," she said.

Fence-sitters are companies that
are making tentative investments.
"They tend to focus on the nega-
tives of the investment," she said.

As for the countries, she divides

them into four zones: hot, getting
hot, warm and cool. According to
her scale, a hot country has a high
level of foreign investment, a high
cost of doing business, frequent
visits by top business executives

NEARLY THREE-QUARTERS of

the working population don't

have a personal insurance

agent. Which helps explain

why so many eniployees

prefer to ptirchase voluntary

insurance coverages at their

workplace. And why agents
and brokers who sell them

are in such a strong position
to sell even more. Because

from our universal and

portable term life insurance

to dental and 401 (k) products,

we offer thevoluntarybenefits

employees want most. For

inoi-e information about our

benefits that can actually help

reduce worry lines, please
call us at 1-800-967-5805.

RELIASTAR

and the presence of brokers.
I he "hot" areas include Japan,

China, Singapore, Hong Kong ant
Thailand. She emphasized thal
Japan, with its large insurance
market, and China, with its huge
population, are prime targets foi
investment.

Taiwan, India, Indonesia

Malaysia and South Korea make
up what Ms. Man describes as
"getting hot" zones, with India

and its nearly 1 billion people a
standout market.

The "warm" zone contains The

Philippines, Vietnam and Myan
mar, while the "cool" zones in-
clude Pakistan, North Korea,
Cambodia and I.aos. She said

these countries essentially arc
closed to foreign investment,

Ms. Man cautioned that in-

vestors must tailc,r their plans tc
each country.

"There fs no one-size-fits-all in-

vestment strategy," she said.
"When you decide to do business

in Asia, your parent corporation

will need to change. It's a two-
way street. Yoil cannot be success-

ful in Asia without making funda
mental changes in your owil
approach."

Despite attempts to open these
markets, government regulations

in Asia will not disappear, Ms.
Man advised. "You should gel
used to it," she said. In man>
Asian countries, she said, the peo

ple trust big government and sec
it as benevolent.

Other items companies should
keep in mind, according to Ms.
Man, include:

• Long-term planning.
• The middle and low end of the

market, foctifing not on big dol
lars per sale but on the number 01
people.

•Investments in relationships
and people along with education
and the environment.

• Product devel(,pment.
"7 his is not North America. Get

used to being innovative," she

said, such as offering bicycle in-
surance. In China, especially, bi-
cycles are a widely used means

Errors & omissions

• A story in the Dec. 2

Agent/Broker Topics section in-
correctly referred to newly
formed, San Francisco-based

Sable Insurance Co. as the

first African-American-owned

property/castialtv insurer. AAI
Syndicate # 1 Ltd., a syndicate
on the Illinois Insurance Ex-

change, has been majority-
owned ancl controlled by
African-Americans since

1995, according to AAI's
chairman and chief executive

officer, Thomas B. Mayo. The
syndicate writes property and
casualty coverage iii 35 states.

• An item in the Dec. 2

A/BT section incorrectly listed
the employer of Ramona R.
Brown. Ms. Brown is manager
of health care-related profes-
sional hability .it 7'IG Insur-
ance Co. iii Irving, Texas.
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of transportation.

• Marketing products to
women and children.

Another possible boost is
Japan's recent agreement with
the United States to open its pri-
mary sector to competition in
1798. Other points in the agree-
ment allow innovative rates and

p,roducts for commercial fire,
general liability and auto insur-
ance.

China represents a tremendous
opportunity for property/casual-
ty companies, said Larry Simms,
partner with law firm Gibson,
Dunn & Crutcher in Washing-

1., f ,

ton. He said only a handful of
the 83 companies that have ap-
plied for entry into the Chinese
market are property/casualty

China represents a
tremendous opportunity
for property/casualty
companies, says Larry
Simms.

companies.
Mr. Simms added that demand

is high for foreign property/casu-
alty insurers as foreign compa-
nies doing business in China
look toward non-Chinese com-

H*'re striuing to be as good as

Note tbe

There are 2 lot of things you and your

customers can look forward to on this

wondrous trip called life. Thoughtful and

timely help from an insurance company
should be one of them.

If it isn't, we'd like to talk with you.

We're Standard Insurance Company and

we sell life and disability insurance and

retirement plans for individuals and groups

plus group dental. But we're really much

more than just an insurance company.

We're a people company. That's because

we know our services mean nothing without

solid, long-term relationships with people

like you.

So, who would you like to work with?

Someone big? Someone small? Fortunately,

we're both. We're large enough to provide

the products you demand, yet small enough

to offer you very quick and personal service.

It's a combination that has helped us gain

new business every year.

Which, of course. brings us to you. How

would you like to work with a company

whose bottom line is measured by its top

priority: people?

For more information, give us a call

in Portland, Oregon, at 1-800-642-9888

(8 a.m.-5 p.m., Pacific Time)

panies for insurance.

In another presentation on
Asia, Gordon Cloney, president
of the International Insurance

Council, said the Indian govern-
ment is committed to convert-

ing the country from a state-run
to a private insurance industry.
He anticipates the introduction
of a privatization bill early this
year with possible passage later
in the year.

"The scenario is essentially a
favorable one," according to Mr.
Cloney.

As a result, he said, discussions

are taking place between foreign
insurance companies and Indian
companies to form insurance
joint ventures. la]

Agent files complaint
against Nationwide
By MATT ROUSH

"We don't wantCrain News Service

agent is accusing
Columbus, Ohio-

based Nationwide

Mutual Insurance

Co. of telling him
not to write business in Detroit, the

latest of several complaints by agents
of the insurer.

In the suit filed in Macomb Coun-

ty Circuit Court, Pasquale "Pat"
Casasanta says Nationwide under-

HUMAN ossible.

EMPHASIS on bumanly.

STANDARD INSURANCE COMPANY

People. Not just policies.™

writers told him,
Detroit business."

Mr. Casasanta is suing Nationwide
for breach of contract, breach of

fiduciary duty, fraud, misrepresenta-
tion and other counts over the ter-

mination of his status as a Nation-

wide agent June 6.
Mr. Casasanta also is suing Na-

tionwide for a violation of the state

Whistleblowers Protection Act,

wliich gives employees protection
for reporting to state agencies sus-
pected violations of law on the part
of their employers. The agent said he
complained about Nationwide's
practices to the state Insurance Bu-
reau after February, when Nation-
wide officials allegedly "suggested
that (Mr. Casasanta) engage in insur-
ance-sales practices which violated
state insurance law."

Nationwide has denied the allega-
tions. Its court papers say the agent's
agreement gave the insurer the right
to cancel the agen«s appointment
at any time for any reason.

Nationwide also accuses Mr.

Casasanta of "unacceptable business
practices," fraud and misrepresenta-
tion and says Mr. Casasanta, not Na-
tionwide, may have violated state
insurance laws.

The insurer's response neither ad-
mits nor denies the accusation of

redlining.
However, Nationwide attorney

Michael Schmidt, of the Troy firm
Harvey, Kruse, Westen & Milan P.C.,
said: "We deny any redlining at all.
It's completely off the wall."

A Nationwide spokesman said,
"Pasquale Casasanta's contract with
Nationwide was canceled in July
and because the matter is in litiga-
lion, and because we treat contractor

issues confidentially, Nationwide de-
dines to discuss specifics of the suit.

'Nationwide has a dear-cut and

firm corporate policy that prohibits
the denial of insurance only because
of the location of the property or be-
cause of race or ethnic origin."

According to the lawsuit, Mr.
Casasanta began with Nationwide as
an employee agent in 1987 and
completed training to become an in-
dependent agent in 1990. He shared
an office with another independent
Nationwide agent in Utica until
1994, when Nationwide's manage- 
ment direction changed, the suit
says.

Mr. Casasanta said the insurer de-

cided it no longer wanted to do busi- 
ness with small agencies and wanted

to move from commercial lines to 
personal lines.

In an interview last month, Mr.

Casasanta said he came under pres- 
sure from the insurer to establish a

big agency, though he'd been win- 
ning company awards and was post-
ing about $2 million a year in premi-
ums, of which about 90% was
commercial lines and about 20% 
was in Detroit.

So Mr. Casasanta said he agreed to
borrow $90,000 from Nationwide,

pledged against his retirement ac-
count that, according to the suit, to

SeeNationwide onpage 16H
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Nationwide
Continued from page 161:
tak $240,000, and went into busi-

ness with his office mate as the La-

Commare & Casasanta Insurance

Agency, a partnership that eventual-
ly had 16 staff members and an an-
nual premium volume of $4.5 mil-
lion.

The agent's lawsuit says that in
1994, Nationwide representatives
told him they didn't want Detroit
business and quoted prices so high
that the agency could not legiti-
mately offer Nationwide coverage to
Detroit customers.

The lawsuit charged that a Nation-
wide audit of his business in August
1995 "erroneously maintained that

ENVIRONMENTAL LIABILITY

At Beacon Hill Associates,'we have been specializing
in Environmental ImpairmdhtLiability coverages
since 1990. As true wholesale brokers,,one submis-

sion from you will be se*n by the finest "A" rated
carriers available.

Call today for
• Quality CaFriers-*

• Quality 26*etale ,

I•.]Expe*ncedrofe,=,s,nalt*{4414 */
fEfE_ BEACON HILL

-f ASSOCIATES, INC.
1-800-596-2156

P.O. Bor 456 • Ivy, Virginia 22945 • (8® 979-0341 • Fax (804) 979-8964

some of the insurance written by
(the) agency was not in compliance"
with Nationwide's policies and state
law.

Eventually, Nationwide put such
restrictions on Mr. Casasanta's agen-
cy that his sales staff quit, the suit
says. After he complained to the in-
surance commissioner, Nationwide

terminated Mr. Casasanta's agency
agreement, according to the suit.

Mr. Casasanta has since estab-

lished Casasanta & Associates in St.

Clair Shores. Mich., an agency that
handles commercial lines as well as

auto and homeowners business.

Michigan Insurance Bureau

Deputy Director Jean Carlson said
Mr. Casasanta has no open com-
plaints nor investigations on his en-
forcement record as an agent for ac-
ddent, health, life and multiple-lines
property/casualty insurance.

Two other former agents have
sued Nationwide over the past 18
months in Wayne County Circuit
Court, and another early this year in
Oakland County Circuit Court.

The Oakland case, filed Jan. 16,
1996, by Lake Orion resident Jeffrey
Harcourt, says he gave up a lucrative
career as a health care business man-

ager to become a Nationwide agent
in 1993 but was caught in the

squeeze as Nationwide moved from
individual agents to larger agencies.

In cases filed in Wayne County,
former agents Terry Novak of Red-
ford Township and Linda Burnett of
Brownstown Township say Nation-
wide "maintained separate and dis-
tinct practices, policies and require-
ments. . .based on geographical
location and ethnicity."

Mr. Novak said his agency ap-
pointment was improperly termi-
nated in 1993. Ms. Burnett's ap-
pointment was terminated Jan. 24.

The Nationwide spokesman reiter-
ated the insurer's policy against the
alleged discrimination. lai

Organizations seek nominees for award
/-1I'Yhe American Insti-

1
'tute for CPCU and

the Insurance Insti-

tute of America in

Malvern, Pa., are

currently accepting
nominations for the 1997

Thomas S. Carpenter Leadership
Award.

The award, in honor of
Thomas S. Carpenter, former
president of American Intema-
tional South Insurance Co. in

Charlotte, N.C., is given to a field
office manager for dedication to
professional development of

himself or herself and others.

During his 32-year career as a
field office manager, Mr. Carpen-
ter promoted professional educa-
tion.

An award selection committee

will judge each nominee accord-
ing to his or her accomplish-
ments in these areas:

• Providing leadership in the
development of others, such as
staff or agents.

• Promoting, teaching or coor-
dinating education programs.

• Service to others and affilia-

tion with professional groups.

• Demonstrating his or her
own professional growth
through continuing professional
education.

• Contributions to the insur-

ance industry.
The winner of the award re-

ceives a $500 honorarium and

commemorative plague.
Nominations may be submit-

ted through Feb. 1, 1997.
For more information or to re-

quest a nomination form, con-
tact Karen Burger, 610-644-2100,
ext. 7805; fax: 610-644-7629;

e-mail: burger@cpcuiia.org.

WHY ARE MORE VEHICLE LEASING

BROKERS CHOOSING TRI-ARC?

PROVEN EXPERT CLAIMS MANAGEMENT

SINGLE SOURCE FOR ALL NEEDS INTERIM CAR COVERAGE

AUTO AND TRUCK COVERAGE LESSOR ONLY EXCESS LIABILITY

COMPETITIVE PRICING LESSORS CONTINGENT LIABILITY

SUPERIOR SERVICE LESSORS CONTINGENT PHYSICAL DAMAGE

ADDITIONAL COVERAGES INCLUDE: GAP, VSI, CP| AND RESIDUAL VALUE

CALL NOW...

PUT US TO THE TEST.

S TRI-ARC
FINANCIAL SERVICES, INC.

1-800-446-5950

P.O. BOX 6745, WAYNE, PA 19087

610-254-9890 - FAX 610-254-9893
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Bankruptcy court ruling good news for agents
By Debra Lee Allen
and Thomas R. Hill

A RECENT bankruptcy court
1-truling is good news for agents,
brokers and insurers that own

premium finance companies.
In September, the U.S.

Bankruptcy Court for the
Northern District of Illinois issued

a decision that significantly
ameliorates the risk of financing
premiums of a financially troubled
company. In Schwinn P/an
Committee vs. AFS Cyde & Co. Ltd.
(Transamerica Insurance Finance
Corp.), Judge Jack B. Schmetterer
held that payment of premium
finance installments to TIFCO

within the 90 days prior to the
date that Schwinn Bicycle Co. filed
for bankruptcy protection did not
cause TIFCO to be preferenced
over the unsecured creditors of

Schwinn, and therefore TIFCO did

not have to disgorge the $458,876
in installments it had received.

The Schwinn decision provided the
premium finance industry long-
awaited relief to an adverse

opinion decided in 1991.
Under U.S. Bankruptcy Code,

certain payments made to a
creditor within the 90 days prior
to the bankruptcy filing date are
considered preferential to the
creditor that received the

payment. Therefore, the payments
can be recovered by the debtor or
a bankruptcy trustee to be
distributed with all other assets of

the debtor's bankruptcy estate.
The rationale for the preferential

transfer provisions is twofold. First,
they are intended to discourage a
creditor from pursuing collection
of a debt that would prevent the
company from working out a
financial plan with all its creditors.
Second, they are intended to
ensure similarly situated creditors
are treated equally. By requiring
creditors to disgorge the 90-day
payments, cash becomes available
to be distributed to other creditors

under the Bankruptcy Code
scheme of priorities.

Under the Bankruptcy Code, the
transfer must be made in payment
of a debt that arose before the date

of the transfer, and the transfer
must benefit the creditor. The

transfer must be made in the 90

days preceding the filing date,
during which time the debtor is
presumed to have been insolvent.
Lastly, the transfer must in effect
give the creditor more than it
would receive under the

liquidation provisions of the
Bankruptcy Code without the
transfer.

TIFCO finances insurance

premiums, a common commercial
transaction whereby a company or
policyholder borrows money to
prepay its premiums in full at the
inception of coverage. The
policyholder or borrower signs an
agreement promising to repay the
loan, with interest.

Repayment is secured by the
policyholder's assignment to the
finance company of all unearned

A/BT Perspec#ive
and return premiums. The
policyholder also appoints the
premium finance company its
attorney-in-fact to cancel the
coverage in the event the
policyholder defaults on its
installment due under the

premium finance agreement.
Premium financing lets a

company buy coverage with a
lump sum. It is attractive to
businesses that have cash flow

problems and may be likely

candidates for bankruptcy
protection. Thus, it is imperative
that the terms protect the finance
company's interest in the event

the borrower*olicyholder files for
bankruptcy.

Typically, the loan is structured
so there always is enough
collateral, or unearned premium,
to satisfy the outstanding balance
due on the loan at the time of

default. Depending on the statute,
the finance company can cancel
the coverage 15 to 20 days after
default. Cancellation stops the
daily earning of the prepaid

premium. Therefore, premium
finance typically is structured-
and the monthly installments
set-so that the uneamed

premium at any time will cover
the outstanding balance. Usually,
the finance company has enough
collateral to remain secured for 30

days past the due date. If there is a
default, coverage can be canceled,
the prepaid premiums stop
earning and the unearned
premium satisfies the debt.

Generally, two kinds of risk are
involved. One is receiving
payment of the balance of the

finance contract in the pending
bankruptcy case. But, the rights of
the finance company after the
insured company files for
bankruptcy protection have been
well-established since 1986, when

the U.S. Bankruptcy Court for the
District of Connecticut decided

TIFCO Inc. vs. U.S. Repeating Arms
CO.

Unlike an insurer, whose claim

in a bankruptcy case for premium
payments is considered either
unsecured or an administrative

expense of the estate, a premium
See Bankrupt on next page
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finance company's claim is
secured because the transaction is

a secured loan. As long as the

value of the company's collateral
exceeds the balance due on the

filing date, the finance company is
a fully secured creditor.

There also is a risk of having to
disgorge installments paid in the
90 days prior to a bankruptcy
filing on a claim of preferential
transfer. This has been a risk of

premium finance since 1991,
when the U.S. Bankruptcy Court
for the District of Maine

recharacterized a premium finance
company's secured loan as
unsecured for purposes of the
Bankruptcy Code's preferential
transfer provisions in Paris
Industries Corp. et al. vs. A.I. Credit

Corp.
Generally, payments to a

secured creditor cannot be

preferential because, in a
bankruptcy case, a secured creditor
is entitled to receive full payment
of its claim. Payments to a fully
secured creditor will only reduce
the amount of that creditor's

claim, at the same time freeing up
an equivalent amount of the
collateral securing the debt.
Hence, the secured creditor cannot

be preferenced in receiving
payment. But, despite the secured
nature of a finance company's
claim, the court in Paris Industries

held that a premium finance
company was preferenced in
receiving installments in the 90
days preceding the debtor's filing
date.

Schwinn filed for bankruptcy
protection Oct. 7, 1992. Prior to
that date, Schwinn entered into

two typical premium finance
agreements with TIFCO. Under

terms of the first agreement, dated
March 5, 1992, TIFCO advanced

$922,682 to pay premiums to
various insurers. Schwinn was to

repay the monies, plus finance
charges, in nine monthly
installments of $104,827.77 each,

beginning April 1, 1992.
The second agreement was

dated July 14, 1992. Under this
agreement, TIFCO advanced
$116,082 and Schwinn promised
to repay the advance in nine
installments of $13,188.31 each,

beginning Aug. 1, 1992. Under
both agreements, Schwinn
assigned all uneamed premiums

to TIFCO and granted TIFCO
power of attorney to cancel
coverage in the event of default. In

the 90 days preceding Schwinn's
filing date, TIFCO received four
installments due under the March

agreement, totaling $419,311.08,
and three installments due under

the July agreement, totaling
$39,564.93.

Nonetheless, the Schwinn Plan

Committee, created under

Schwinn's liquidating plan, sued
TIFCO Oct. 3, 1994, claiming
TIFCO had been preferenced in
receiving the installments. Relying
on the 1991 Paris Industries

opinion, the Schwinn Plan
Committee sought to recover the

amount paid to TIFCO.
At issue was whether the finance

company had received more with
the pre-filing date installments
than it would have received

without the installments but with

payment of its claim in a
hypothetical liquidation.

In Paris Industries, the court

hypothetically constructed the
premium finance company's claim
by taking the finance company's
claim on the filing date, adding
back all the installments received

in the 90 days prior to the filing
date and then comparing this total
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with the value of the creditor's

collateral on the filing date. If the
claim on the filing date plus the
installments exceeded the value of

the unearned premium on the

filing date, then the finance
company would be considered to
have been preferenced to the
extent of the difference.

While the Paris Indz,stries

construction might be a
convenient test in most secured

creditor cases, it produces an
erroneous result in premium
finance cases by finding that a
lender that is otherwise fully
secured is partially unsecured in

the hypothetical liquidation. As a
result, the lender must repay some
or all of the installments.

Paris Industries Corp. paid two
installments of $10,565 each to

A.I. Credit Corp., a premium

finance company, in the 90 days
preceding Paris' filing date. On the
date of the first installment, the

total unearned premiums securing
the loan, on a pro rata basis, were
$35,133, compared with the total
outstanding balance prior to
payment of $21,135. After A.I.
Credit subsequently received the
last installment of $10,565, the

loan balance was $10,565 and the

value of the uneamed premiums,

on a pro rata basis, was $22,597.
On both days that installments
were received, A.I. Credit was fully
secured. One month later, on Paris

Industries' filing date, the value of
the uneamed premiums had
dedined to $11,118.15. A.I. Credit
did not have a claim because the

loan had been paid in full.
The court, however, constructed

A.I. Credit's claim in a

hypothetical liquidation. It started
with a claim of $0 and added back

the installments received, totaling

$21,130. It then compared the
claim with the value of the

uneamed premium of $11,118.15
on Paris Industries' filing date and
conduded A.I. Credit had been

preferenced in the amount of the
difference. The court did not

reconcile the fact that a fully
secured lender became an

unsecured claimant in the

hypothetical liquidation.
Exceptions to the Bankruptcy

Code's preferential transfer
provisions exist, but such
arguments have not been
successful in premium finance
cases.

For example, one exception is
that a transfer made with a

contemporaneous exchange of
goods or services to the debtor
exempts the lender from
preferential transfer attack.
Bankruptcy courts have held there
is no such exchange under a
premium finance agreement.

Another exception is the
"ordinary course of business"
exemption, which exempts
transfers made in the ordinary
course of business to the debtor

and the creditor. The difficulty
with this exemption, however, is

the interpretation of "ordinary
course of business" depends on
the fact of a particular transaction.
Further, evidence required to
prove ordinary course of

See Bankrupt on next page
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business for the creditor, the

debtor and ordinary business terms

can vary by jurisdiction.
In the Schwinn case, Judge

Schmetterer needed to reconcile

the inconsistency created by the
Paris Industries ruling. He relied on
a 1986 ruling by the 7th U.S.

Circuit Court of Appeals, which
rested on the well-established

"dimunition of estate" principle.
Since the early 19004 courts have

held that payments to a creditor
that do not diminish the value of

the estate will not be preferential.
While the dimunition of estate

requirement is not stated in the
Bankruptcy Code's preferential
transfer provisions, it is integral to
a finding that a payment in the 90
days preceding a bankruptcy filing
has preferenced a creditor. And
bankruptcy courts consistently
have applied this principle.

Therefore, the first step in
determining whether a creditor has
been preferenced is to determine
the creditor's status on the date of

the transfer or payment. If the
creditor is fully secured on that
date, payment can only reduce the
creditor's claim and free a

corresponding amount of
collateral. If the creditor is partially
or fully unsecured on the date of
transfer, the court must compare
the fluctuations of the value of the

collateral with the debt and

payments in the following 90 days
to determine whether the creditor

has become preferenced.
Judge Schmetterer distinguished

the date on which collateral must

be valued torpurposes of determining
the smtus Of the creditor from the
date on which collateral is valued

for purposes of constructing the
hypothetical liquidation. The
hypothetical liquidation and what
the creditor would have received is

always constructed from the filing
date. The creditor's status on the

filing date determines what the

creditor will be paid from the
bankruptcy estate. However, when
determining whether a creditor has
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been preferenced, the first step is to
determine the value of the

collateral on the date immediately

preceding the transfer or payment
in issue to determine the extent to

which the creditor was secured.

In fact, the hypothetical

liquidation in Paris Industries is
widely used for other types of
secured creditors. And, for a

secured creditor whose collateral

does not dedine in value in the 90

days preceding a filing date, the
construction may be accurate. But,
for a secured creditor whose

collateral declines in value within

the 90 days, such a daim
construction is unreliable.

The court in Schwinn noted that

in premium financing the
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collateral diminishes in value

throughout the term of the loan,
as does the outstanding balance.
But as long as the outstanding
balance remains less than the

remaining collateral, the premium
finance company never becomes
undersecured or unsecured. The

amount by which the collateral
diminishes is predictable, and the
dimunition is accompanied by
value provided to the estate.

Judge Schmetterer ruled the

objectives of the Bankruptcy
Code's preferential transfer
provisions would not be served by

a finding that TIFCO had been
preferenced. The premium finance
installments paid to TIFCO were

scheduled for months prior to the

Business Insurance, January 6, 1997 / 16K

beginning of the 90-day period.
Payment of the scheduled
installments to TIFCO was not an

action to obtain additional assets

of Schwinn to the detriment of its

other creditors. Although the
collateral value diminished over

time, the installments did not

deplete the Schwinn estate. Rather,
Schwinn received coverage for
every day the policies remained in

place. In fact, a finding that TIFCO
was preferenced and required to
disgorge the installment payments
would be a windfall for the

Schwinn estate, as the debtor
would have free insurance.

The Schwinn decision is now

precedent in the Northern District

of Illinois and likely will be
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followed by other districts in the
7th Circuit. It is hoped that other
bankruptcy courts will follow
Judge Schmetterer's lead in revising
the Paris Industries court's analysis
and conclude that a creditor that is

fully secured throughout the term
of its loan cannot somehow

become an unsecured creditor in a

hypothetical liquidation.

Debra Lee Allen is senior counsel, in

charge of litigation and domestic
transactions, for Tmnsamerica
Insurance Finance Corp. in Towson,
Md.

Thomas R. Hill is a partner in
Chicago with law firm Rooks, Pitts &
Poust.
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IIAA honors five

ALEXANDRIA, Va.-Four individ-

uals and a group have been cited for
their contributions to the industry
by the immediate past president of
the Independent Insurance Agents
of America.

Each year, the outgoing president
chooses people or groups that have
demonstrated outstanding service to

the organization, the industry and
the president's mission, the Alexan-
dria, Va.-based IIAA says.

Cited this year by immediate past

President George R. Shaffer:
• Kathy Corbalis, director of cits-

tonier research for ITT Hartford

Group Inc. and chair of ID\A's Future
One Research Task Force, was recog-

nized for her work in making the
1996 Agency Universe Study more
useful for the IIAA and the indepen-
dent agency system.

• George T. Frazier, Iii\A past presi-
dent from Hope, Ark., was honored
for his help in bringing IIAA issues to
the attention of the Clinton admin-

istration. Mr. Frazier helped set up

the association's meeting with Presi-
dent Clinton on the Kennedy-Kasse-
baum health care bill that passed last

year and spoke with the administra-
tion on other issues affecting inde-
pendent agents, induding banks in
insurance.

• David Bates, HAA state national

director from Rhode Island and pres-
ident of A.N. Nunes Agency Inc. in
Bristol, R.I., was cited for his role in

Rhode Island banking legislation in
the aftermath of the Barnett decision

and his encouragement of company
membership in Future One.

. Dick Pof:pa, former IIAA chief
operating officer, was honored for
leadership and efforts in moving the
national association forward during

LEE AND ASON HAS BEEN HELPING BROKERS

WITH THEIR AUTOMOBILE LEASING INSURANCE

OPPORTUNITIES FOR OVER 15 YEARS...

. Residual Value Insurance

. Contingent and Excess Liability

. GAP Insurance

. Vendors Single Interest

*3 11*9128»*r.e*ter'*'

11.1, 8 118,6 lia_r 111 JIll=£'*Zatt:2 -"M
f263-4110.,8NfililiffiiliT
3@,4 fE®)11,R&ELQS]111]

Combining our industry expertise and highly-rated resources to

provide customized programs, together with prompt and efficient

servicing of all policies, we make you look good to your client.

a member of the

BSmerica
financial services group

LEE AND MASON OF MARYLAND, INC.

20 Park Avenue

Baltimore, MD 21201
410-752-8700

410-752-0175 (fax)

his seven years there. Mr. Poppa
now is the executive vp of the IIAA
in New York.

• The IIAA Governinent Affairs

Staff was cited for its "tireless" repre-

sentation, especially on bank legisla-
tion. Mr. Shaffer cited Maria

Berthoud, senior Washington repre-
sentative, for her successes with

health reform legislation, and Phil
Anderson, director of federal affairs,

for his efforts on banking and crop
insurance issues.

InVST directors

ALEXANDRIA, Va.-Four insur-

ance industry professionals have
been appointed to the board of di-
rectors of Insurance Vocational Edu-

cation Student Training.
New members are: Eleanor

Barnard, senior vp-distribution for
CNA Insurance Cos. in Chicago;

Michele Deml Johnson, an agency
management consultant with The
St. Paul Cos. Inc. in St. Paul, Minn.;

Terry L. McDonald, agency principal
of Welt-Ambrisco Insurance Inc. in

Iowa City, Iowa; and Sherri Stein, as-

sistant director of marketing at SAFE-
CO Corp. in Seattle.

InVFST, celebrating its 25th an-
niversary, is a business and educa-

tion partnership established to train
high school and college students in
insurance agency and company op-
erations and encourage insurance
careers. InVESr serves about 2,500

students in more than 200 U.S. high

schools and colleges.
Nearly 75% of the students who

complete the program wind up
working in the insurance field, says
Barbara Miller-Richards, the pro-

gram's national administrator.
The Alexandria, Va.-based Inde-

pendent Insurance Agents of Ameri-
ca will continue to run the program.

Quality seminar

WASHINGTON-The Council of

Insurance Agents & Brokers and the
Quality Insurance Congress are co-

sponsoring a seminar on customer
service later this month.

The seminar, "Unlocking the
Voice of the Consumer," is the sec-

ond to be offered by the
Council/QIC. It will be held Jan. 31-

Feb. 1 in Washington, D.C.
The seminar, aimed at agents, bro-

kers, company executives and risk
managers, will focus on a seven step
plan to redesign a companfs pro-
cesses to provide customers with
what they really want.

The registration fee is $495 for
QIC and Council members and

$595 for non-members.

For more information, contact the

Council at 701 Pennsylvania Ave.
N.W., Suite 750, Washington, D.C.
20004-2608; 202-783-4400.

IIAA honors Wood

ALEXANDRIA, Va.-C. Courtney
Wood has received one of the Inde-

pendent insurance Agents of Ameri-
ca's highest honors.

Mr. Wood, owner of Courtney
Wood & Associates of Edmond,

Okla., and a past president of the
IIAA, recently was recognized with
the Matthew A. Cantoni Jr. Techni-

cal and Risk Management Award.

The award is given to the individ-

ual or organization that demon-
strates dedication to improving the

products and services offered by in-
dependent agents and who has
made a difference in their commu-

nity.
According to the IIAA, Mr. Wood

has worked for more than three

decades with insurance compatiies,

rating organizatioiis aiid insurance
regulators to improve policy cover-
ages by eliminating exclusions,

adding coverages and clarifying poli-
cy conditions. He also is an active
member of his community's volun-
teer and disaster relief agencies.

Award program

BRYN MAWR, Pa.-A record 25

companies, with more than 2,600
agencies nationwide, are participat-
ing in the 1996 Professional Growth
Award of The American College in

Bryn Mawr.
The award progran i is designed to

promote and recognize agency com-
mitment to professional education
and career development, the college

said. It is presented annually to agen-
cies that achieve outstariding perfor-
Inance in professional development
through the college's Chartered Life
Underwriter, Chartered Financial

Consultant, Registered Health Un-

derwriter, Registered Employee Ben-
efits, Masters of Sdence in Financial
Services and Masters of Science in

Management courses.

Points are awarded to agency per-
sonnel for CLU, ChFC, RHU, REBC

and/or master's degree activity-reg-
istering for a course, passing an
exam or earning a designation or

graduate degree from the college-
and for membership in the Ameri-
can Society of CLU & ChFC.

Recognition is given to agencies
that meet or exceed the program's
established level of education

throughout the year, the college
said.

Participation has grown over the
program's first four years, with a
19% increase in 1996 over 1995.

In other news from The American

College, Sandra K. Stuckert has
joined the senior management team
as vp of information systenis and
chief technical officer.

Ms. Stuckert has more than 20

years' experience in information
technology for various Fortune 500
companies and for the past 10 years
was a senior manager with New
York-based loews Corp. She is a

graduate of Temple University.

Recruiting Web site

CHICAGO-Insurance National

Search, a network of recruiting pro-
fessionals dedicated to the insurance

industry, has launched a site on the
World Wide Web.

The Insurance National Web

Site-located at http://www. insur-
ancerecruiters. com-is targeted to

individuals exploring career oppor-
tunities in the insurance industry, as

well as organizations seeking re-
cruiters with expertise in insurance.

The network is made up of recruit-

ing professionals representing insur-
ance agencies, brokers, insitrance
companies, managed care organiza-
tions and others. [al
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Since 1995, BI's expanded

news coverage of the Risk
and Insurance Manage-
ment Society's Annual

Conference & Exhibition

has included televised

conference reporting.

Now, BI's RIMSTV will
be produced in Atlanta
and shown on exclusive

channels in official

conference hotels and

on monitors around the

exhibit hall.

Three original programs,
shown 24 hours daily,

Monday, Tuesday and
Wednesday, will include
news stories, coverage
of major conference
sessions, interviews with
association leaders,
industry leaders,
conference speakers,
attendees and exhibitors,
and more.

Executives attending the
conference will tune in to

Business Insurance's

RIMSTV for the same

timely, accurate news
reporting that nearly
156,000* readers rely on

each week in print. Book
your commercial time
now on the conference's

official daily television

program.
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Judges
Continued froni page 3
Inc. in Fort Worth and an active

participant in RIMS and state and
k cal business groups.

"I think what we have is a bal-

alice," he added. "I don't think the

court is pro-business. I think they
1cok at cases on a case-by-case ba-
sis rather than legislating from the
bench. Those are the kinds of

jidges we need."
Mr. Green said newly elected

Sen. Duncan was portrayed as a
friend of insurance companies by
opponents but supported a 1995
b.11 that was opposed by insurers
and saved employers hundreds of
millions in guaranty fund pay-
ments.

The bill clarified a provision of
the state insurance code that al-

lowed the guaranty fund to collect
scrne payments retroactively.

f*r

"Duncan was a great advantage in
getting that bill passed," Mr.
Green said.

Sen. Duncan, a former state rep-
resentative, "has been very pro-

to our positions on different issues,
particularly tort reform and insur-
ance."

The race for the associate justice
seat on the Alabama Supreme

The race for the associate justice seat on
the Alabama Supreme Court was'vicious
and acrimonious,' says Warren Lightfoot of
the Alabama Bar Assn.

business and worked closely with
our association," said Bob Kamm,

senior vp-governmental affairs
and general counsel at the Texas
Assn. of Business & Chambers of

Commerce. "He was very helpful
on tort reform and insurance is-

sues. We think he will be a great
senator and will be very receptive

-

 othing enhances career growth like
6 1 effective professional improvement.
And in the employee benefits field, nothing
comes close to the career advancing power

of the Certified Employee Benefit Specialist
(CEBS) program.

CEBS is a ten course college level

curriculum that provides a comprehensive
overview of the concepts and principles under-

lying employee benefit plans. Those who suc-
cessfully complete all ten course examinations
earn the CEBS designation. recognized

throughout the benefits industry as the stan-
dard of excellence and the ultimate mark

of professional achievement.

You can prepare for the exams indepen-
dently or attend classes offered across the

country. With year-round computer-based test-

ing and instant grade results, you can take the

exams at your convenience.

Court was "vicious and acrimo-

nious," according to Warren
Lightfoot, president of the Alaba-
ma Bar Assn.

"Here in Alabama, the stakes are

so high that you have the plaintiffs
lawyers on one side and business
on the other," Mr. Lightfoot said
of judicial races. "And they are

spending money like crazy."
The stakes are high for trial

lawyers and business owners be-
cause of Alabama's reputation for
astronomical damage awards.
Some of the well-publicized
awards include one ordering Gen-
eral Motors Corp. to pay $150 mil-
lion to a driver thrown from his

Chevrolet Blazer and another that

called for BMW of North America

Inc. to pay a car owner $2 million
for not disclosing that paint had
been retouched on a new car. That

award was ruled unconstitutional-

ly excessive by the U.S. Supreme
Court (BI, May 27, 1996).

The brutal and expensive nature
of the race for the Supreme Court
seat points up the importance tort
reform has come to play in judicial
and legislative elections in Alaba-
ma. The big dollars raised by the
candidates show how serious trial

lawyers and businesses are about
getting their man on the bench.
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CESSI

Mr. See is said to have raised

about $3 million to fund his victo-

ry, while Mr, Ingram spent about
$2 million in contributions.

Mr. Lightfoot said it is part of
his agenda as president of the state
bar association to change the sys-
tem that elects judges in the state
to one that appoints them on mer-
its. A committee he established,

made up of eight plaintiffs lawyers
and eight defense lawyers, is ex-
pected to have ready early this
year a draft of a constitutional
amendment that would make the

change.
The proposed amendment could

make it onto the 1998 ballot, Mr.

Lightfoot said.
A merit system would call for

nominations to be submitted to the

governor by a statewide commit-
tee. The governor would appoint
the judge from the nominations,
and voters would later be able to

decide if the judge is retained or
dismissed.

The battle over tort reforms is

expected to heat up during this
year's Alabama legislative session.
The state bar association is staying
out of the fray

"That's a volatile issue and I

represent both plaintiffs lawyers
and trial lawyers. I'm not about to
take a position on that," said Mr.
Lightfoot. [al

Building
Continued from page 3
senior vp, investor relations and
corporate planning at Exel.

Exel occupies much of Cumber-
land House in Hamilton and soon

will occupy space in other offices
nearby.

ACE has a 40% stake in its

building, the ACE Building,
which it shares with other compa-
nies.

If the two companies are suc-
cessful, they will join American
International Group Inc. as the
only international insurers in
Bermuda to own their own build-

ings. AIG owned land in Bermuda
prior to the regulations restricting
ownership.

In other developments in
Bermuda, Centre Re will become

40% owner in a $65 million con-

struction project near the Hamil-
ton Princess Hotel.

The initial phase of the project
will see two buildings construct-
ed, but more buildings, including
apartments, will be added later.

The partners in the project are
Centre Re, Waterloo Properties
Ltd. and Princess Hotels.

One of the buildings in the com-
plex will be a 120,000-square-foot
building to be called The Zurich
Centre, which will house the

Bermuda operations of Centre Re
and other Zurich affiliates.

Centre Re now occupies offices
in five buildings in Bermuda, in-
cluding Cumberland House, said
David Brown, president of Centre
Re.

"We've been looking for new
space for a number of years, but
good quality, contiguous office
space is very hard to find in
Bermuda," he said.

Renaissance Re recently moved
into a new rented office building
overlooking the waterfront on the
outskirts of Hamilton. The move

reflects the rapid growth of the
catastrophe reinsurance compa-
nies in Bermuda.

When Renaissance Re started in

1993, it occupied 200 square feet
of office space, while the new Re-
naissance House provides the
company with up to 18,000 square
feet, according to Neill A. Currie,
senior vp. "We've been very lucky
to get into some A class space," he
said. [a]
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be held prior to the NCCI board meet-
ing, the NAIC's Ms. Lyon said last
week. During those sessions, NCCI
representatives plan to outline the
board's options.

Regulators also want timely infor-
mation after the NCCI board actually
votes on a proposal. As of last week,
plans were for NCCI representatives
to brief regulators in a conference call
about the NCCI's final plan, shortly
after the board votes on it, she said.

Regulators are willing to exclude out-
siders from participating in that con-
ference call, she added. That responds
to the NCCI's desire to shield the de-

tails of its plans from potential com-
petitors.

However, holding a conference call
after the board meeting is new to the
NCCI, Ms. Nary said last week. The
NCCI will continue discussing ar-
rangements with regulators.

In other action, the NAIC:

• Adopted a budget of approxi-
mately $40 million for 1997, though
they tabled for further discussion a
companion resolution that would re-
quire the NAIC to change its budget
policy by encouraging program bud-
geting and minimizing subsidies
across programs.

• Elected new officers, including:
Josephine W. Musser of Wisconsin,
president; Glenn Pomeroy of North
Dakota, vp; and George M. Reider Jr.
of Connecticut, secretary/treasurer.

• Adopted a bylaws change to ban
future past presidents from automati-
cally serving as members of the Exec-
utive Committee beyond the first year
after their presidency ends.

The Executive Committee consists

of the NAIC's three top officers-
president, vp and secretary/treasur-
er-the organization's immediate past
president and three elected officers
from each of four geographic zones.

Illinois Director Mark Boozell in-

troduced the proposal at a special
meeting in January 1996, so the com-
mittee would better reflect current

members' views, but some commis-

sioners viewed it as a personal attack
and delayed action on the proposal.

When the proposal was first intro-
duced, there were three former presi-
dents on the committee, all from the
NAIC's southeastern zone: Lee Dou-

glass of Arkansas, the immediate past
president; and former presidents Jim
Long of North Carolina and Steven
Foster of Virginia.

Muhl
Conunued from page 3
why these folk should not have au-
thority to make decisions," he said.

At the same time, the number of
deputy superintendents was cut to
four from nine as Mr. Muhl sought to
make the department less bureaucrat-
ie.

After revising the structure of the
department, the New York insurance
regulations themselves needed to be
radically changed, Mr. Muhl said.

"We had 150 regulations in New
York and some of them were a mon-

ster size; a couple of them were over
125 pages long," he said.

Each of the regulations was re-
viewed in turn and, as a result, 35 reg-
ulations were rescinded, he said.

"They didn't do anything in particular
for consumers, solvency or the insur-
ance industry in New York," he said.

Additionally, another 85 regula-
tions were modified or are in the pro-
cess of being modified, Mr. Muhl said.

"We brought the New York Insur-
ance Department into a much more
modern era," he said.

Mr. Muhl said another example of
how he focused on simplifying regula-
tions and concentrated on blending
the interests of insurers and con-

The motion was not passed, howev-
er, until the NAIC's meeting last
month. The final version of the pro-
posal grandfathered in participation
by Mr. Long. The two other ex-presi-
dents had left the NAIC by then or an-
nounced plans to do so.

• Rescheduled its Executive Com-

mittee meetings to Tuesday from
Monday beginning with the 1998
spring meeting, while leaving the ple-
nary voting session on Monday. The
change is designed to enhance expo-
sure of and deliberation on issues,
which must first be passed by the Ex-
ecutive Committee before they are
presented to the full membership for
a plenary session vote, said NAIC's
Ms. Musser.

• Established an "industry advisory
committee" consisting of a represen-
tative of each major insurance trade
association and a staff member to

meet at NAIC spring and fall national
meetings. NAIC leaders will partici-
pate and plan to use questionnaires to
elicit discussion topics in advance of
each meeting, which will focus on
three or four topics.

• Rejected adoption of the "prudent
person" modelinvestment law for in-
surers and sent it back to committee

for further work.

• Awarded five-year, second-round
accreditation certificates to Kansas,
Ohio and North Carolina.

• Awarded the Robert Dineen

Award, the NAIC's highest personal
honor for a career regulator, to Kevin
Cronin, the NAIC's director of gov-
emment and international relations.

• Heard the Financial Regulation
and Accreditation Subcommittee vote

9-4 to recommend that the NAIC

adopt new results-oriented standards
for accreditation that reduce the num-

ber of modellaws required for accred-
itation by recategorizing several as
"supplemental."

The non-essential models include

requirements relating to guaranty
funds, the Risk Retention Act, pro-
dueer-controlled insurers, managing
general agents, reinsurance interme-
diaries and disclosure of material

transactions.

Supporters of the change argue that
it will allow for a more flexible pro-
gram and enhance state legislative
support for it.

Opponents fear that recategorizing
some of the model laws, which were

adopted to solve problems that caused
insurer insolvencies and other market

problems, will weaken consumer pro-
tections and be viewed negatively by
representatives of Congress.

sumers is the rewriting of section 4228
of the New York insurance code.

Section 4228 deals with life insur-

ance company expenses and agent
compensation. The law has strict lim-
its on how insurers can compensate
agents and was burdensome to com-
ply with, Mr. Muhl said.

Pending legislation will greatly
simplify section 4228, he said.

In addition to internal changes, the
New York Insurance Department also
had many external problems to deal
with, Mr. Muhl said.

One of the biggest problems, he -
said, was the near demise of Lloyd's of
London.

"Lloyd's presented a very interest-
ing experience. If it was not managed
carefully and a successful solution
was not found, the insurance world

would have changed dramatically
and it would have changed over-
night," Mr. Muhl said.

The inability of U.S. insurers to ful-
ly recover reinsurance payments from
Lloyd's could have led to the collapse
of 51 insurers in New York state

alone, he said.

As the Lloyd's American Trust
Funds were deposited in New York,
the state's Insurance Department
played an important role in resolving
Lloyd's problems in the United States,
Mr. Muhl said. mm
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Health Insurance reform means COBRA reform
The new health insurance reform act has modified COBRA and made it even more complicated!

Travis Software has updated the TravisCobra for Windows and Corporate Cobra Manager for DOS systems
to keep up with these changes, has made the system even faster and easier to use, and already added the

ability to print the newly-required Coverage Certifications. All this for as little as $695!

800-521-5409
ff you administer COBRA for your employer, or are an administrawr o#enng COBRA services to clients,

call us for a free Demonstration System today.

Travis So f tware Corp. Houston, Texas Also visit our Internet site at: http://www.travisoft.com

Purchased by over 3,000 users nationwide!
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RISK MANAGER OF THE YEAR

AND RISK MANAGEMENT

HONOR ROLL AWARDS

These awards recognize individual

accomplishments in the field of risk
management. For nominating forms and
rules, call or fax:

phone: 312/649-5319
fax: 312/280-3174

EMPLOYEE BENEFITS

COMMUNICATION AWARDS

These awards honor employers for

excellence in communicating employee

benefits programs. For entry forms and
rules, call or fax:

phone: 212/210-0299

fax: 212/210-0704

WORKERS COMPENSATION

CONFERENCE

Presented in conjunction with IBF
Conferences, this event addresses the

specific concerns of corporate executives

managing workers compensationprograms
and rehabilitation services. Sessions cover

this rapidly changing environment and

creative and innovative strategies to curb

costs. For details on registration or
exhibition, call or fax:

phone: 212/210-0299
fax: 212/210-0704

Or contact:

Alexandra Scott, IBF Conferences
212/279-2525

ON-LINE SERVICES

Now you can findBustness Insurance on the World Wide Web.

BI's home page includes many importantdepartments, including
... UPDATES for late-breaking news posted each Friday ...
INTERNET ARTICLES from pastissues... a DATEBOOK of
searchable industry-wide meetings and events... WEB LINKS
listing sites on the web of interest to risk and benefit managers
... ONLINE FORUMS for users to exchange information and
ideas ... and much more:

http://www.businessinsurance.com

ARTICLE FAX SERVICE

For article photocopies sent by fax on the same day, call us with
your credit card information, specify BI issue date and article
headline. The chargeis $7.50percopy/perarticle. In-publication
directories are not available by fax. Forinformation, call or fax:

phone: 312/649-5398 • fax: 312/280-3174

WORLD CAPTIVE

FORUM

Presented in conjunction with Skandia/

Sinser and Tillinghast-Towers Perrin, this

event addresses alternative risk financing

and the captives market. This forum brings

together innovative captive sponsors and

experts serving the risk financing needs of

corporations and institutions to explore

cutting edge programs. For details on

registration or exhibition, call or fax:
phone: 212/210-0299

fax: 212/210-0704

Or contact:

Judith Harrington, Conference Director
612/928-4659

REPRINT SERVICES

BI ' s Reprint Department can provide reprints, in quantities of
100 or more, of any article appearing in the weekly
newsmagazine. Legalpermission, complying withU.S. copyright
laws, also can be provided to companies wishing to reprint, on
their own, material appearing in the newsmagazine. For
information, call or fax:

phone: 312/649-5319 • fax: 312/280-3174

SINGLE COPY SALES

To order a current or back issue of Business Insurance, call the

single copy sales division of BI's Circulation Department:
800/678-9595

LIST RENTAL

Portions of BI's subscriber database are available to qualified
companies for list rental. For information, call:

203/532-2519

DIRECTORY OF BUYERS

The 1996/97 Business Insurance Directory of U.S.-Based Corporate Buyers of Insurance, Benefit Plans and Risk Management

Services contains alphabetical listings of nearly 3,100 U.S. corporations. You'll find names and titles of over 17,000 executives
responsible for risk management, employee benefits and more - plus vital statistics on primary type of business, revenue or assets,

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

The 1996/97 Business Insurance International Directory of Corporate Buyers Based Outside the U.S. lists nearly 3,800 executives

in more than 700 companies from 27 countries. In addition to address, phone and fax numbers, listings include primary type of
business, currency of the country, revenue or sales, names and titles of CEO and other executives responsible for risk management,
security, benefits, health care and finance. To order your copy of this third edition, available in both printed bound volume or on disk
for the PC, call:

313/446-1623

DIRECTORY OF MANAGED CARE PROVIDERS

The 1996/97 Business Insurance Directory of Managed Care Providers is published as a special extra edition of BI. The directory

contains profiles of HMOs, PPOs and POS plans across the country - organized alphabetically by state. To order, call:
313/446-1623

IN-PUBLICATION DIRECTORIES

Business Insurance publishes more than 20 comprehensive in-publication directories during the year, making access to services and

suppliers easy. Providing detailed listings of firms in specialized areas, BI's directories give readers a direct route to better
management techniques and eliminate frustrating hours researching services and suppliers available in the marketplace. For a listing
of B/'s in-publication directories, call: 312/649-5398

For more information, call one of the numbers listed below:

Advertising Information: 212/210-0228

Subscription Information: 800/678-9595

Business
insurance®

http: //www.businessinsurance.com
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Global Briefs Underwriters watching Peru hostage crisis
Royal & Sun Alliance Insur- By SARAH GODDARD The insurance triggered by the underwriter's point of view, said suggests there is no fundamental

ance Group PLC, the United situation is ' malicious detention Mr Gibbons Current information See Peru on next page
- Kingdom's largest general insur- LIMA, Peru-Political risk un- cover," paying out for the detained

er, is inceasing its stake lr. derwnters show few signs of worry employees' salaries and legal and f 1
Venezuelan insurance group over the terrorist siege of the medical costs, plus any travel costs

f

Royal Caribe to nearly 100% Japanese ambassador's residence footed by the company to send re-
from 20% by buylng the Ven- in Lima, and httle expectation that placement staff to resume work in ILJ

' Cezuelan government's majority the kidnapping heralds a resur- the affected country
holding in the company Ma- gence of terrorist activity in Peru None of the Japanese nationals

j '

, nne hability reinsurers have cut But kidnap and ransom special- held m the siege are covered by \
the premium for the Internation- ists are not so sure about the stabil- K&R insurance, because it is an 11-
al Group of P&I Clubs' 1997 ity of the South American country, legal coverage m Japan
coverage by more than 40%, fol- and Peruvian K&R premiums have Both Mr Davies and Simon Gib-

lowing reductions of 5% and been on the increase for more than bons, country risk underwriter for P%%.
j

\ . FL15% in the last two renewals a year Trade Indemnity, agree that the
The International Group at- Few losses are expected from the Peruvian authorities are unlikely , -+
tnbutes the latest reduction to a embassy compound siege that be- to storm the embassy, although 10-
softening marine liability rein- gan in mid-December by left-wing cal reports say that the Special r

surance market and a good loss guernlla group Tupac Amaru Army Service is currently close to
record General Accident Rob Davies, special risks under- the situation in Lima The SAS, a
PLC is expandmg m Indonesia writer for Hiscox Syndicates Ltd British paratrooper squad, was re-

f
with a joint venture, PT Asuran- in London, confirmed that the syn- sponsible for freeing hostages from
si General Accident Ometraco dicate had had clients held within the Iranian embassy in London in
The Jakarta-based Insurance the embassy compound They had 1981

$ company will be 60% owned by all been released by the New Year, "For the moment, the siege is not AFP/ MATIAS RECART

GA and 40% by Fr Ometraco he said, and he expected the loss to going to drastically change opinion Residents of Lima, Peru, display shirts calling for the release of the
Arthaguna, a subsidiary of PT be "negligible " on Peru," from the political risk hostages.
Ometraco Corp , an Indonesian
conglomerate with Interests
rangmg from flnancial services
to consumer products The joint Open E.U. market still in the worksventure company will have paid-
up capital of £4 million ($6.8
million) Baltimore-based
USF&G Corp, parent of Umted By STACY SHAPIRO ance market " that need to be addressed to create pean Commission to introduce leg-
States Fidellty & Guaranty Co , "Insurance has been identified as a truly open single market, accord- islation to facilltate freedom of ser-
has Increased its presence m the BRUSSELS, Belgium-A single an area where the expected fruits of mg to Mr Monti's speech vlces for Insurance intermediaries
London msurance market with insurance market across Europe the single market program have not For example, some E U member The commission should now adopt
the acquisition of 80% of Lloyd's could affect some 5,000 insurance yet been realized," said Mr Monti states allow tax deductibility of legislation to force member states to
of London underwriting agency companies and their almost 400 m a speech to the Comite European premiums only on insurance con- impose such freedoms, states the
Ashley Palmer Ltd. The transac- mllhon potential customers des Assurances-the Committee of tracts bought from domiciled insur- Bureau International des Produc-
tion puts USF&G m charge of But further work by European ers, said Mr Monti, meaning that teurs d'Assurances & de Reassur-
the capital of three specialty Union officials must first be earned non-domiciled insurers can't com- ances Brussels-based BIPAR repre-
syndicates at Lloyd's and allows out to create a truly open market pete on a level playing field Othei sents 47 national insurance broker

. it to have about $300 million of Insurance market structures are The European Union does member states also say that insur- associations across the European
Lloyd's underwriting capacity being altered Cartel-hke insurance not have a 'fluly open ance contracts must be written in Union

under management for 1997 markets m places hke Germany and the official language of the country Insurance buyers do not have ac-Corporate capital wlll dominate Italy are on thelr way out Premium and competilive single The European Commission and cess to a Europeanwide choice of in-
mvestment in Lloyd's within tariff structures are disappearing insurance market,' says Parliament are working on various surance products and services at
two years, at the expense of indi- and a more competitive market is Malio Monfi. prolects to elirmnate these restnc- competitive conditions because
vidual investors, according to 25 emerging which benefits the insur- tions to the single insurance market some countries don't allow insur-
"key players" in the Lloyd's ance buyer, according to a report and are calling on insurance buyers ance intermediaries to trade across
market-mainly managmg ag- released last month by Swiss Rein- and people in the insurance sector borders "Professional insurance in-
ents-who responded to a survey surance Co's research umt SIGMA European Insurance Assns -in to make recommendations, said Mr termediaries have an important role

f commissioned by speciahst- However, the European Commis- Brussels late last month Monti to breathe hfe into the dormant sln-
fixed! interest manager Wittlng- mon and the European Parliament Though some barners have been "The European insurance indus- gle insurance market and can make

, dale Ltd More than 80% of re- are still working to create a truly completely removed-like discrimi- try (as well as) consumers has ev- it work for the greater good of (mil-
spondents beheve Lloyd's indi- open market for cross-border rnsur- natory conditions between member erything to gain from the benehts of hons of) consumers," BIPAR states
vidual names w111 eventually ance trading, officials allege states for insurance heenses-other a truly open and competitive single Despite these hmitations, howev-
cease to east, and an equal pro- Indeed, E U financial services barriers have only been "partially msurance market," Mr Monti said er, existinG E U legislation has be-b

portion beheve the market will commissioner Mario Monti said he removed" such as restrictions on in- Meanwhile, few E U member gun the ball rollmg on deregulation
consohdate and form fewer, does not believe there is a "truly surance marketing, he said states have implemented a 1991 and liberalization of the non-life

 larger syndicates and managmg open and competitive single insur- And there are other dichotomies "recommendation" by the Euro- See Market on page 26
' agencies More than 50% of re-

spondents believe that only a
small number of managing
agencies wlll remain mdepen- Damages in first U.K.work harassment case
dent Followmg the U K
Court of Appeal's decision in Oc- By CAROLYN ALDRED ceedings by the Office for the Su- company A quarter said the sit- victims
tober that use of the actuarial pervision of Solicitors, a self-reg- uation has worsened m the last Thirty-six percent of those sur-
Ogden Tables are not mandato- LONDON-In one of the first ulatory arm of the Law Society year veyed said their company had a
ry in calculating damages m per- legal judgments of its kind, a The office may decide to re- Most respondents pointed the code or policy covering harass-
sonal in]uy awards (BI, Nov 4 London lawyer has been ordered buke Mr Layton or refer him to finger at senior management for ment at work, while 44% report-
1996), the umon-backed plaintlff to pay compensation to a former the Solicitors Disciplinary Tri- harassment, and most of those ed no policy and 20% did not
in Page us Sheerness Steel employee who alleged he was ha- bunal, which, if it found him harassed are managerial and know
P L C has petitioned the House rassed at work guilty, could impose one of sever- professional staff, according to According to the institute,
of Lords for perrmssion to ap- The decision, made earlier this al penalties including a fine or a the IPD, which is a professional ways to combat harassment m-
peal Attorneys acknowledge month by a London magistrate, suspension, said a spokeswoman association of personnel man- clude
that use of the Ogden Tables can underscores the findings of a re- Both Mr Layton and Mr agers • A publ.shed, well-promoted
substantially raise awards cent survey by the Institute of Parkes were unavailable for "These results confirm that policy statement against harass-
Lloyd's of London underwriters Personnel and Development that comment But a spokeswoman bullying doesn't stop in the ment, supported by top manage-
last week received the green shows that workplace harass- for Robert Layton & Co, Mr school playground, but it is a ment
hght to start wntmg land-based ment is a growing problem in the Layton's Acton-based law firm, genuine problem in U K work- • User-friendly procedures
war risks An amendment to the United Kingdom said Mr Layton would not ap- places," said the IPD's Melissa providing formal and Informal
War and Civil War Risk Exclu- Legal clerk Joel Parkes sued peal the court ruling. Compton-Edwards, who led the ways of resolving problems
mon Agreement means that from his former employer, Robert Meanwhile, a new survey research project quickly and confidentially All
the begmnmg of this underwnt- Layton, claiming he was sworn found that one in eight people According to the IPD, harass- employees should know to whom
ing year, Lloyd's syndicates can at and struck by Mr Layton for have been harassed at work m mg behavior consists of unfair they should make a complaint
wnteupto 2 5% of their capact- failing to photocopy some docu- the last five years and excessive criticism, publicly and an alternative person
ty to cover foreign assets lost be- ments The IPD survey, which polled insulting the victim, ignoring the • Access to counseling, advice
cause of war or civil war The Although the compensation 1,007 U K workers during the victim's point of view, and con- and support
policy is hmited to assets held awarded was small-£30 ($51) in fall of 1996, found that among stantly changing or setting unre- • Thorough, immediate invest:i-
overseas to the msured's country compensation and £785 ($1,342) those who have been harassed, alistic work targets gation of any alleged incidents
of domain and mcludes a nucle- for legal costs-Mr Layton also more than half said that harass- Actual physical assault was •Grievance and disciplinary
ar exclusion faces possible disciplinary pro- ment is commonplace in their less common, reported by 8% of procedures
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Peru
Zontinued from previous page
shift in the political and economic
situation of the country, which
has been improving since its debt
situation was rescheduled in 1995.

As a result of the reschedule and

strong political leadership from
President Alberto Fujimori, the
Export Credits Guarantee De-
partment, the U.K.'s export credit

agency, resumed writing Peruvian
business in July 1995 after a 12-
year hiatus. Upon resuming un-
derwriting, Trade Minister An-
thony Nelson said, "Peru has un-
dergone a remarkable transfor-
mation, both economically and
politically, under President Fuji-
mori, and our project exporters
can now look forward to a long
and fruitful trading partnership."

A spokesman for the ECGD said
that the agency had closely scruti-

INTERNATIONAL

nized the terrorism risk in Peru

when it reviewed the country pri-
or to resuming business. At the
moment, "the ECGD will carry on
as usual," said the spokesman.

But underwriters are looking to
the Peruvian government to main-
tain its hard-line stance against
terrorism, particularly because
the terrorists attacked the

Japanese Ambassador's residence.
Japan is Peru's second-largest
trading partner. "If Japanese

Lloyd's broker FMW withdraws
By EDWIN UNSWORTH

LONDON-Lloyd's of London's
confidence in its future may be
slightly dampened by the rare
withdrawal by a Lloyd's broker,
which is leaving partly because it
finds the market is no longer fi-
rancially rewarding.

The decision of FMW Interna-

tional Insurance Brokers Ltd. to

leave the exclusive market effec-

t.ve Feb. 1 marks the first time in

r Ecent years that a Lloyd's broker
has decided to quit the market.

The depar-
.

ture cornes as
'4

' a blow to the

.: market's con-

-nv, 4 fidence, which
was buoyed

cessful adop-

after the suc-

tion of its re-

structuring

-: h plan in late
1996.

Mr. Nutting An addition-

al embarrass-

ment for Lloyd's is that FMW's
chairman, Peter Nutting, was re-
cently elected to the Council of
Lloyd's.

Vincent Murphy, FMW's man-
aging director, said that the bro-
ker's decision to leave Lloyd's of
Lz·ndon was based primarily on

financial considerations.

Among them, FMW's withdraw-
al means it will avoid having to
contribute to brokers' share of

Lloyd's financial reorganization,
which would have cost the firm an

estimated £300,000 ($508,500)
over the next five years.

In addition, FMW estimates that

FMW's decision to quit
Lloyd's was based
mainly on financial
considerations, says
Vincent Murphy.

it will have to pay only around
£100,000 ($169,500) a year for
professional liability insurance as
a non-Lloyd's broker, rather than
the. £300,000 a year it pays for the
coverage as a Lloyd's broker.

This is because underwriters re-

gard Lloyd's brokers as having
,greater exposure to liability for
underwriting decisions, partly as a
result of Lloyd's brokers' binding
authority to place business with
underwriters, according to Mr.
Murphy.

An additional consideration is

that FMW does only around 1 % of

its approximately £8 million
($13.6 million) a year in brokerage
revenues through Lloyd's, which
it believes hardly justifies the
£350,000 ($577,500) it pays in an-
nual subscriptions and levies to
Lloyd's.

The broker concentrates mainly
on placing insurance for housing
associations-groups that provide
low-cost housing-and most of
this business is placed outside of
Lloyd's anyway.

Mr. Murphy said that what little
business FMW may still want to
place at Lloyd's-primarily cover-
age for mo:or fleets-tan be done
through one of the market's ser-
vice companies.

Mr. Murphy also cited a survey
of FMW's top 300 corporate
clients in which 98% saw no ad-

vantage to them of FMW being a
Lloyd's broker.

Furthermore, the client survey
showed that there could be a dis-

advantage in that some FMW
clients viewed being a Lloyd's
broker as a link with the financial

problems that beset Lloyd's in the
past and led to its costly recon-
struction.

Lloyd's only comment on
FMW's withdrawal came from a

press spokesman who said the
move is "a decision which is up to
them." iN
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companies think it is too danger-
ous, they could withdraw,"
warned Trade Indemnity's Mr.
Gibbons. What's more, if the gov-
ernment backs down, it could

spark a wave of similar terrorist
activity across Latin America, he
added.

Nevertheless, Mr. Gibbons

views the siege as having a "short-
term effect which will not affect

profoundly the economic situation
of the country."

Hiscox's Mr. Davies, however,

saw the situation worsening as far

as kidnap and ransom coverage is
concerned. Rates have been on the

increase for the past 14 to 15
months, he said, and he anticipat-
ed that kidnappings will rise in
the short term.

Most, though, will not be politi-
cally motivated, he said, and the
embassy compound siege on its
own will not affect rates for kid-

nap and ransom coverage. IZI

Liability rulings
may penalize

U.K. sports teams
By CAROLYN ALDRED

LONDON-Professional and

amateur sports clubs in the
United Kingdom may face
greater liability exposures fol-
lowing two recent court rulings,
though industry experts are
split over whether they willlead
to higher insurance costs.

The two court rulings, one
against a professional soccer
player and one against an ama-
teur rugby referee, raise liabili-
ty stakes for compensating in-
juries in both sports.

In the London High Court last
month, Brian McCord, a former

soccer player with Stockport
County, became the first major
league soccer player to win
damages for injury against an-
other professional player.

Mr. McCord's soccer career

ended with a broken leg caused
by a tackle by Swansea City
captain John Cornforth during
a game in March 1993.

The judge awarded Mr. Me-
Cord £50,000 ($82,450) plus his
projected loss of earnings. The
final amount of the award will

be decided later this year. The
Swansea City team was covered
in 1993 by a group liability in-
surance program placed in the
London market by Windsor In-
surance Brokers Ltd. and led by
Sun Alliance P.L.C. The pro-
gram, which covers the public
liability and employers liability
of all clubs in England's top
three divisions, excluding the
Premier League, is currently led
by Gerling A.G.

Football League Ltd., the
company responsible for man-
aging the league's three divi-
sions, renews its policy in July.

Chris Griffin, the league fi-
nancial controller, could not
predict the ruling's impact on
the program's rates. "A lot can
happen between now and then,"
he said.

Gordon Taylor, chief execu-
tive of the Professional Foot-

ballers Assn., is more pes-
simistic.

"I would expect there to be an
increase in premiums across the
board," he predicted.

There has been a "steady in-
crease in claims as the game has
become more litigious," said Mr.
Taylor, noting that several
claims for sports-related in-
juries have been settled out of
court.

Players can purchase disabili-
ty insurance themselves through
a package underwritten by syn-
dicates at Lloyd's of London,
but most players rely on insur-
ance provided by their clubs,

said Mr. Taylor.
Separately, London's Appeal

Court last month upheld an
award to a young amateur rug-
by player who was crippled
during a match in 1991. The
player, Ben Smoldon, is seeking
more than £1 million ($1.7 mil-
lion) from referee Michael
Nolan, claiming he fell below
the standards of a competent
referee in failing to prevent the
player's injury (BI, May 6,
1996).

It was the first case in which

an English court has ruled that
a rugby referee can be liable to
a player for injuries caused by
the referee's alleged negligence.

London-based Rugby Foot-
ball Union, the association gov-
erning amateur rugby in Eng-
land, has professional liability
insurance for all referees over-

seeing Rugby Union matches in
the country.

The RFU's insurance coverage
is led by Sun Alliance PLC.

Insurance market practition-
ers, however, seem relaxed .
about the judgments.

Jonathan Ticehurst, head of
the sports division at Windsor
Insurance Brokers, said it is too

early to predict the impact of
the judgments on insurance
rates or capacity for sports-re-
lated risks.

Both cases are unusual and

involve a particular set of cir-
cumstances, he said.

"The Court of Appeal and the
original judge in the Smoldon
case stressed that there were ex-

ceptional circumstances and an
additional duty of care owed
because of the age of the play-
ers," agreed Phil Bell, technical
manager of the global risks divi-
sion of Royal & Sun Alliance
P.L.C.

The rugby match was a game
of Colts rugby, a special form of
the game for junior players.

"The judge stressed that (the
duty of care) wouldn't have
been the same if it had been a

senior game, so it is unlikely to
have a significant impact on ref-
erees generally," said Mr. Bell.

However, the RFU said that

the judgment had "extended the
scope of potential liability for
sporting officials" and that the
decision "must have impli-
cations for the playing and ref-
ereeing of the game."

The soccer judgment in the
High Court, meanwhile, in-
volved a "particularly vicious
foul and was ruled not to have

been an accident," said Mr. Bell,
noting that it is too early to tell
whether it will lead to an in-
crease in similar claims.
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Rowland receives knighthood
Honor refleds his efforts at rescuing Lloyd's

By STACY SHAPIRO

LONDON-Several British in-

surance executives are among the
people receiving knighthood and
other honors in the Queen Eliza-
beth II's new year's honors list.

Lloyd's of London Chairman
David Rowland was knighted, rec-

ognizing his achievements during a
40-year career in the London insur-
ance market. Sir David, 63, has
been credited with saving Lloyd's
from the brink of disaster by spear-
heading passage of the market's re-
construction and renewal program.
He also was named The College of
Insurance's 1996 Leader of the Year

Cell phone dangers
require further study

By CAROLYN ALDRED

BRUSSELS, Belgium-The Eu-
ropean Commission will decide
within weeks whether to fund new
research into potential links be-
tween cellular telephone use and
health problems after a recent
analysis of existing research found
no proof of such linkage.

Commissioners are studying the
analysis, which was issued in
November by a group of European
scientists who were asked to re-
view research into the effects of ra-
dio frequency radiation on health.
After reviewing results from stud-
ies conducted worldwide, the
group concluded that "there is no
evidence of any health risk emerg-
ing from mobile phones."

However, the scientists also
pointed out that "the results of
present research are inadequate to
draw conclusions on this issue.
Further research is therefore re-
quired."

'The results of present
research are

inadequate to draw
conclusions on this

issue,' scientists say.

Because the research is consid-
ered insufficient and mobile tele-
phones are widely used, the Euro-
pean Commission is considering
further investigation.

The group of scientists, which
was led by Alastair McKinlay, an
official with the U.K.'s National
Radiological Protection Board,
was made up of 10 experts in biol-
ogy, neurophysiology, epidemiolo-
gy, physics, radiation protection
and telecommunications engineer-
ing from eight countries of the Eu-
ropean Union.

The group's recommendations
call for research studies on how
cellular telephone emissions affect
living tissue, genetics, cancer in-
duction and immune and nervous
systenns.

"We are expecting to hear how
the E.C. plans to proceed in De-
cember," said a spokesman from
the National Radiological Protec-
tion Board in Oxfordshire, Eng-
land.

The spokesman said, "Mobile
telephones are going to be as com-
mon as umbrellas, and if there is a
risk, it's better to know it in ad-
vance"

So far, "scientific data relating
to cancer and exposure to electro-
magnetic radiation at the (mi-
crowave) frequencies used by
hand-held radiotelephones are few
and inconsistent," according to a
statement issued by the NRPB.

"On the basis of current safety
standards for radiofrequency radi-
ation, the use of hand-held ra-
diotelephones does not present a
health hazard," the NRPB advised.

The cellular phone industry it-
self is confident that the devices do
not present a danger to users'
health.

"There simply is no evidence
that they pose a health risk of any
kind," according to the London-
based Federation of Communica-
tions Services Ltd., a trade associ-
ation for cellular telephone compa-
nies.

However, "mobile phone manu-
facturers and operators take issues
of this kind seriously and therefore
continue to fund and monitor ma-
jor research to further assure safe-
ty," said Jonathan Clark, chairman
of the FCS.

In the United States, a $25 mil-
lion fund for research into health
effects has been established by the
cellular telephone industry, ac-
cording to a spokeswoman at the
Washington-based Cellular Tele-
communications Industry Assn.

Meanwhile, some companies are
taking risk management precau-
tions against possible liability ex-
posures relating to mobile phones.

German automobile manufac-
turer Volkswagen A.G., for exam-
ple, issues a warning in its vehicle
instruction manuals against the
use of mobile telephones without a
separate external aerial fitted to
the vehicle.

Highlighted in the handbook and
marked with the word "attention,"
is the following statement: "Mobile
telephones and two-way radios op-
erated inside the vehicle without a
separate external aerial can be in-
jurious to health due to the ex-
tremely high electromagnetic
fields generated."

London-based luxury gift store
Asprey P.L.C. is taking precau-
tions to protect its employees
against any possible side effects
from mobile phones.

In June, Asprey issued 39 em-
ployees with a shielding device to
be used with their mobile tele-
phones, said a spokeswoman.

"We feel quite strongly that em-
ployees should be protected
against any possible dangers," she
said.

The Microshield, manufactured
by Luton-based Microshield In-
dustries P.L.C., is a leather protee-
tive telephone case that contains a
shielding material made from wo-
ven polyesters.

U.S. neurosurgeons Henry Lai
and N.P. Singh of the University of
Washington in Seattle earlier this
year reported damage to the brain
cells of rats exposed to microwave
radiation. They claim a "hot spot
may develop in the brain, causing
cell damage which could lead to
Alzheimer's disease and cancer.171

in September (BI, Sept. 30, 1996).
Other Lloyd's chairmen have

been knighted following their re-
tirement, but that practice ended in
1988, when the market began post-
ing tremendous underwriting loss-
es. Sir David's knighthood reflects
his efforts at rescuing Lloyd's from
that downturn and restoring prof-
itability. He has said he will retire
at the end of this year.

Victor H. Blake, non-executive
chairman of the London-based
reinsurance operations of CNA In-
surance Cos., was awarded an Or-
der of the British Empire in the
queen's honors list. The OBE re-
flects Mr. Blake's 19 years of in-
volvement in various insurance or-
ganizations, culminating in the for-
mation of the London International
Insurance & Reinsurance Market
Assn. and the opening of the Lon-
don Underwriting Centre in March
1992.

In addition, Peter Davis, group
chief executive of Prudential Corp.
P.L.C., has been awarded a knight-
hood for his "services to training
and industry." m
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CNA to start up
Lloyd's syndicate

By STACY SHAPIRO

LONDON-CNA Insurance Co.
is opening a new Lloyd's of London
corporate syndicate and managing
agency to begin writing this year.

CNA's interest in Lloyd's reflects
the continued amalgamation of the
London company market and
Lloyd's. The group's London oper-
ations, CNA International Reinsur-
ance Ltd., is one of the founders of
the London International Insur-
ance & Reinsurance Market Assn.
which is based at the London Un-
derwriting Centre.

However, there is room in Lon-
don for more than one underwrit-
ing market, said Victor H. Blake,
non-executive chairman of CNA's
reinsurance operations and one of
the founders of LIRMA and the
LUC.

CNA decided to become a corpo-
rate member of Lloyd's several
years ago because "we thought it

was a worthwhile thing to do," said
Mr. Blake.

But the membership lay dormant
until the insurer decided to invest
in various Lloyd's syndicates for
the 1997 underwriting year, he
said.

It was then decided that CNA
would set up its own corporate
syndicate 1229, which would be
managed by CNA Agency Manage-
ment Ltd. Capital is being invested
by two corporate members: CNA
Corporate Capital Ltd. for two-
thirds of the capacity; and LaSalle
Re Ltd. of Bermuda for the other
third. Mr. Blake is the chairman
and chief executive of LaSalle,
whose shareholders include CNA.

CNA and LaSalle will each in-
vest approximately $25 million in
capital into the Lloyd's market
over the next 12 months, which
would provide $50 million each of
market capacity, according to Mr.
Blake.
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We couldn't be prouder. Our
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INTERNATIONAL Control shifts to PBGC

Market "They have estabhshed a more lib- the SIGMA report Deregulation also on Smith Corona plan
eral market access regime than m the "w111 lead to a greater range of inno-
United States, where there is neither vative and customer-oriented insur- WASHINGTON-The Pension case in federal bankruptcy court in

Continued from page 23 heedom of sernces nor of estabhsh- ance products " Benefit Guaranty Corp will terml- Wilmington, Del As part of the
insnrance industry, according to the ment between the Individual federal However, "the consumer wl-1 have nate and take over Smith Corona agreement, the PBGC will file a
SIC-MA report states," the report says to face a rather less attractive devel- Corp 's underfunded pension plan claim in bankruptcy court for an

The path to the single Insurance But this is no cause for euphona, opment the danger that rnsurance covering hourly employees and re- $8 3 milhon in underfunding in the
market beganbackin 1957 withthe accordlng tothe authors of the report companies will become insolvent and tirees as part of an agreement with hourly plan
signing of the Treaty of Rome setting "As long as theie are still serious fis- w11 not be able to pay as promised " the financially troubled manufac- The agreement would end litiga-
out the entena for the European Eco- cal and legal differences, there can be Underwnters already are taking turer of word processors and elec- tion that began in August 1996,
nol:lie Community which is nOB no talk of a fully fledged single mar- advantage of the existing directives to tric typewriters when Cortland, N Y -based Smith

kncwn as the European Union The ket being already a reality" try and sell cross-border msurance Under the agreement, the PBGC Corona asked the banlauptcy court
treaty called for "freedom of estab- Nevertheless, as the single insur- and reinsurance products for the in- would take over the plan, which is for approval to terminate both the
hshment, freedom of services and ance market gains strength, there wlll dustnal market, added Dirk underfunded by $153 million, with hourly plan and an underfunded
freedom of capital movement " be malor alterations to insurance Lohmann, a member of the board of $29 5 million in assets and $44 8 plan covermg salaried employees

E U legislation for the freedom of market structures, the report states Hannover Re Group of Hannover, million in liabilities The Smith Under the terms of the agree-

estabhshment-i e, the right to es- For example, there w11 be more Germany Corona plan has 3,200 partici- ment, Smith Corona would contin-
tabllsh subsidiaries, branch offices m foreign supphers as obstacles to the Hannover Re, for example, has a pants ue the salaried plan, which is un-
agencies In every otheI member format_on of new insurance compa- U K -domiciled company that wntes The agreement is part of Smith derfunded by about $ 14 5 milhon
stats-occurred m 1964 for reinsur- nies are dlsmantled pollcies throughout the European Corona's Chapter 11 bankruptcy -By Jerru Geisel
ance, and in the 1970s for non-llfe in- There unll be more nvalry and Union, he said And a chent of Mr
surance competition, especially m markets Lohmann's plans to set up a company

EU legislation for freedom of ser- hke Germany and Italy where premi- m one member state to wnte business Cruise line settles HIV case
vices-the nght to do business acioss um tariffs have been in force and are thioughout the European Umon But
borders without estabhshing a noW crumbhng the move to a smgle msurance market MIAMI-Dolphin Cruise Line phin and a Columbus, Ohio-based
branch office-came Into effect for 9 Deregulation and hberalization of is slow, Mr Lohmann acknowledged Inc must pay $75,0001n compen- employment agency the entertainer
reinsurance in 1964 and non-hfe m- market access will mciease the pres- Industnal accounts have always satory damages to an entertamer it worked with violated the Ameri-
surance in 1988 sure to be more competitive, cut costs had access to vanous markets around refused to hire after the man tested cans with Disabilities Act

H)wever, there were shortcomings and rationallze," SIGMA's report Europe, but a single insurance mar- positive for HIV, under terms of a The employment agency, Amen-
in the first two generations of direc- states "Thls wlll enhance the overall ket for all types of nsks "does not ex- settlement with the Equal Employ- can Entertainment Productions
tives on non-hfe insurance which efficiency and productivity of the in- ist and won't exist for years," said ment Opportunity Commission Inc, must pay the entertamer
were addressed m the thud genera- surance industry-to the benefit of Jacques Blondeau, chairman of In 1992, Dolphm forwarded a $15,000 in back pay and compen-
tion of directives to allow the insur- the insulance customer " SCOR SAin Paris signed employment contract to a satory damages
er's -lost country msurance commls- Insurance buyers must beware, There are too many different cul- man that the company intended to Insurance coverage Information
sioner to supervise and approve a sin- however, according to the report For tures and languages and attitudes to hire to sing and dance on its cruise was unavailable
gle insurance hcense for all of the Eu- with deregulation and hberalization bring about a single insurance mar- shlps The Equal Employment Oppor-

ropean Union These became effee- also may come Insurance msolven- ket, he said Among the terms of the contract tunity Commission also prohibited
tive In July 1994 (BI, June 20, 1994) cies There have been virtually no in- What could change the situation was an AIDS test When the man both companies from requiring

Tte third generation of directives surance company insolvencies across and allow one pollcy to be sold across tested positive for the human lin- pre-employment HIV tests and or-
'represents a breakthrough," says ELrope in the last 10-15 years other borders is the introduction of a single munodeficiency virus, the cruise dered both companies to traln
SIGMA's report on "Deregulation than m the Unlted Kingdom which E U currency, predicted Mr Blon- line rescinded its offer of employ- manage-ment on the requirements
and liberalization of market access has always been deregulated deau The E U council of ministers is ment of the ADA

the European insul ance industry on "Webelieve that theconsumer wlll woiking on theproducton of a single The EEOC filed a lawsuit on be- -By Deborah

the tnreshold of a new era m compe- benefit from lower insurance prices currency, to be called the "Euro," for half of the man, claiming that Dol- Shalowitz Cowans

tltlon " m the long term," said the authors of the next mtllennium
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IRS issuing guidance on 401(k) tests
Employers have two options for comparing employees' salary deferrals

By JERRY GEISEL

WASHINGTON-The Internal

Revenue Service is giving employ-
ers limited guidance on how to take
advantage of a congressionally or-
dered change in tax law that gives
companies a new and easier option
for running non-discrimination
tests on 401(k) plans.

But guidance still is needed on
how to account for certain match-
ing and non-elective contributions
by employers under the change.

Under a provision of pension sim-
plification legislation that took ef-
feet Jan. 1, employers now can
choose from two methods to run the
tests. Those tests are used to com-
pare 401(k) plan salary deferrals
made by highly and non-highly
compensated employees. Generally,
average deferrals by highly com-
pensated employees as a group can-
not exceed deferrals by the rank
and file by more than two percent-
age points.

The new testing method allows
employers to compare the prior-
year deferrals of non-highly com-
pensated employees to the current-
year deferrals of highly compensat-
ed employees.

Through this technique, an em-
ployer would know at the start of a
plan year how much highly com-
pensated employees could con-
tribute to a 401(k) plan without vi-
olating non-discrimination rules.

This approach will reduce the

Vermont
Continued from page 2
pital in Rochester, N.Y.; and Yale-
New Haven Hospital and Yale
University's Medical School in
New Haven, Conn.

The parent of the newly formed
risk retention group is MCIC Ver-
mont Holdings Inc. The risk re-
tention group's members are the
shareholders of the parent compa-
ny.

In addition to insuring the
member institutions, the new
RRG will provide professional li-
ability and general liability cover-
age for their employees, affiliates
and approximately 7,500 physi-
cians. The group anticipates it
will write about $20.3 million in
premium this year, which would
rank it among Vermont's largest
group captives.

The new risk retention group
was capitalized with paid-in cap-
ital and surplus of $10 million
cash, Mr. Smith said.

Johnson & Higgins Services Inc.
in Burlington is managing the
newly formed MCIC Vermont
RRG, which was licensed late last
year.

Before the formation of MCIC
Vermont, the members' coverage
was provided through Bermuda-
domiciled Medical Centre Insur-
ance Co. Ltd., which has been in
operation for 18 years, Mr. Smith
said. That group captive will re-
main in operation and will write
some reinsurance for the Ver-
mont-domiciled RRG.

Forming a Vermont domiciled
RRG, though, "allows us an on-
shore presence, to have employees
onshore," the RRG president said.
"And with health care changing
and going different ways, and as
hospitals and medical schools
start to affiliate themselves with
other health care entities, this was
just a natural fit for us-to move
onshore."

Leonard D. Crouse, Vermont's

constant monitoring and testing of
plan contributions that many em-
ployers currently have to conduct to
be sure that non-discrimination
rules are not violated.

For example, if non-highly com-
pensated rank-and-file employees
contributed, for example, an aver-

A new testing
approach lets
employers reduce
constant monitoring of
plan contributions.

age of 4% of salary to the compa-
ny's 401(k) plan in 1996, an employ-
er would know at the start of the
year that highly paid employees as
a group could defer no more than
6% of salary to the plan in 1997.

Alternatively, employers can con-
tinue to use the conventional 401(k)
plan testing method, in which cur-
rent-year contributions of highly
and non-highly compensated em-
ployees are compared.

For employers that intend to
adopt the new testing procedure,
the IRS, in Notice 1997-2, has pro-
vided answers to some nagging
questions.

For example, the IRS has made
clear that in calculating the average
deferral percentage of non-highly

director of captive insurance in
Montpelier, said the health care
group's decision to form a domes-
tic operation made sense both for
the RRG's members and for Ver-
mont.

"They wanted to come onshore,
and to us it made good business
sense for them to do so," Mr.
Crouse said.

"They've been very, very con-
servative," the Vermont captive
director said. "There's a lot of

'They wanted to come
onshore, and to us it
made good business
sense for them to do so,'
says Leonard Crouse.

money there."
He likened the MCIC Vermont

RRG to Controlled Risk Insurance
Co. of Vermont Inc. (A Risk Re-
tention Group), formed in Ver-
mont in 1995.

CRICO, formed by the Cam-
bridge, Mass.-based Risk Man-
agement Foundation of the Har-
vard Medical Institutions to write
hospital and general liability for
the 13 Harvard-affiliated medical
institutions, joined an existing
Cayman Islands captive that the
institutions' formed in 1976.

Recently, Bermuda has sought
to position itself as an alternative
to the Cayman Islands, which has
long been a top domicile for
health care captives.

Alan C. Cossar, president of the
Bermuda Insurance Management
Assn., said the formation of
MCIC's Vermont-domiciled RRG
isn't a case of the member institu-
tions abandoning Bermuda.

Instead, Mr. Cossar said he be-
lieves it's a case of the member in-
stitutions taking advantage of a
more cost-effective way of doing
business that will continue to in-

-

compensated employees during the
prior year, contributions should be
included for:

• Employees, who, because of
salary increases, now are highly
compensated.

• Employees who left during the
prior year.

- "This is a common-sense answer
to questions some people had been
raising," said Henry Saveth, a prin-
cipal with A. Foster Higgins & Co.
Inc. in New York.

But the IRS left unanswered in

the guidelines how employers who
match employees' salary deferrals
or provide non-elective contribu-
tions can use the new technique. A
non-elective contribution is one in
which an employer agrees to kick
money into the savings plan regard-
less of whether employees make
their own salary deferrals.

The IRS said "further guidance
will address the conditions" under

which matching contributions and
non-elective contributions can be

taken into account when running
the non-discrimination tests.

Benefit experts say the IRS is
concerned about what they describe
as "double-counting" of matching
and non-elective contributions

made on behalf of non-highly com-
pensated employees.

In such a scenario, an employer in
1997 might automatically con-
tribute an amount equal to 1% of
pay to the plan for all non-highly
compensated employees.

volve their offshore captive.
"It's not a redomiciling," Mr.

Cossar said. "It's not been a

change out of Bermuda. They'll
still be operating here in Bermu-
da."

He said what he expects the
MCIC Vermont members to do is
follow "a concept that I've seen
being put in place where, to save
on fronting costs, a health care
group may form a risk retention
group someplace like Vermont
and really what happens is that
risk retention group passes most
of the risk through to the Bermu-
da captive."

"It gives them a bit more con-
trol as well in terms of underwrit-
ing and things like that," Mr. Cos-
sar said.

The model Mr. Cossar described
fits the MCIC Vermont RRG "to a
certain extent," Mr. Smith said.
But, he added, "We felt if we were
going to set up a U.S. company we
really wanted to retain a signifi-
cant amount of business. That's
why we have the $20.3 million
this year.

"We certainly didn't want to
have just a fronting U.S. compa-
ny. We wanted to have a real U.S.
insurer," Mr. Smith said.

"We felt it would be more pru-
dent to really put some risk in the
RRG."

The Bermuda-based MCIC cap-
tive will provide some reinsurance
for the Vermont RRG, Mr. Smith
said. "Above that, we'll have some
additional commercial reinsur-
ance with Lexington (Insurance
Co.),CNA and Employers Rein-
surance Corp."

The MCIC Vermont RRG has
five employees and will employ
various consulting companies for
support services, including John-
son & Higgins of Massachusetts
Inc. as reinsurance broker, Till-
inghast-Towers Perrin for actuar-
ial services, Arthur Andersen &
Co. for audit services and Caronia
Corp. for claims consulting ser-
vices. .El.
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This employer contribution
would effectively allow more highly
paid employees in 1997 to increase
their salary deferrals to the plan
since the average deferrals of the
rank and file-courtesy of the em-
ployer contribution-would in-
crease.

Then, in 1998, through the new
testing procedure, highly compen-
sated employees also would be able
to boost their contributions. That is
because the prior-year contribu-
tions of rank-and-file employees
and employer contributions made
on their behalf would be compared
to highly compensated employees'
current-year contributions.

The IRS, benefit experts say, is
not concerned about typical match-
ing features, such as those in which

employers match 50% of employ-
ees' 401(k) salary deferrals.

"Plain vanilla plans should be
OK," said John Woyke, a principal
with Towers Perrin in Valhalla,
N.Y.

Instead, experts speculate, the
IRS wants to prevent possible ma-
nipulation of the new testing proce-
dure, such as could occur if an em-
ployer reverses a historic rate of
contributions and suddenly in-
creases contributions on behalf of
lower-paid employees as a way to
allow highly compensated employ-
ees to defer more in two consecutive
years.

Until the IRS provides additional
guidance, though, employers prob-
ably will want to continue to use
the conventional non-discrimina-
tion testing technique in which cur-
rent-year contributions of highly
and non-highly compensated em-
ployees are compared, said Pam
Scott, a principal with Kwasha
Lipton LLC in Fort Lee, N.J. [ZII
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Buck sourcing mitiative that also serves de- sides in this case, said A W "Pete"
fined benefit plans and health and Smith, president and chief executive
welfare plans officer of Watson Wyatt "If Buck

Business
Continued from page 1 A Mellon subsidiary, Dreyfus Re- wanted to be successful in this area,
Mellon representatives will be added tirement Services, in 1995 began of- they had to be" acquired, said the

Insurance
®

to the Buck board of directors fermg investment products and ad- Watson Wyatt CEO
Mr LoCicero has previously said it ministrative services to defined con- Wyatt took a similar course to

is necessary for Buck to gam access to tribution plans, Including 401(14 Buck's m December 1995 when lt EVENTS
the deep pockets of a large parent 401{a) and 403(b) plans, and generat- agreed with State Street Boston
company to remain competitive ed $2 ollhon m assets that year Mel- Corp, a large servicer and manager of RISK MANAGER OF THE YEAR

Mr LoCicero said he will iemain lon manages mutual funds for msitu- financial assets, to form a Joint out- AND RISK MANAGEMENT HONOR ROLL AWARDS

president and CEO of Buck, and that tional chents m more than 50 coun- soureing company The company was These awards recognize individual accomplishments in the field of risk
Buck's 2,500 employees "should feel trles eventually named Wellspnng Re- management For nominating forms and rules, call
very secure" about then iobs None of Mellon determined that absorbing sources and, hke Mellon's purchase of
Buck's 65 offices unll be closed, he Buck's existing outsouremg facaties Buck, was designed to bnng dsparate

312/649-5319

said, and the headquarters wlll re- and expertise would be the most dll- benefits information into a common
EMPLOYEE BENEFITS COMMUNICATION AWARDS

main in New York rect route to offermg total outso irc- data base and attract customers seek- The EBC awards honor employers tor excellence m communicating bene-
Mr LoCicero also will become a lr.g, Mr Snuth said It Mll be simpler ing total outsourcing The alhance fits programs to their employees Insurance companies and consulting firms

member of Mellon's semor manage- than hiring its own actuarial experts was forged despite Wyatt's already also are recognized for their participation m the preparation of award-win-
mentcommittee and other specialists, he said havmg built a Florida-based out- ning communication programs For entry forms and rules, call

The "vast malonty" of Buck em- "We concluded it would be much sourcing program that was managing 212/210-0299

ployees are expected to stay with the quicker and much more effective to benefits for 3 nulhon workers, depen- WORKERS COMPENSATION CONFERENCE
ftrm, said W Keith Smith, vice chair- co this as a merger, as we are," he dents and retirees
man of Mellon Bank Corp said "If you're going to be in the (out- On the other hand, the prospect of a Presented tn conjunction with IBF Conferences, this event addresses the

More than 300 Buck prmcipals who sourcing) business without acqurIng bank owning the consultmg side of specific concerns ot corporate executives managing workers compensation

are shareholders of the closely helc, someone like Buck, you have to hire the business may be troubling to programs and rehabilitation services Sessions cover this rapidly changing
employee-owned fum wtll vote on the someone hke Buck to your organiza- clients, said Watson Wyatt's Mr environment and creative and Innovative strategies to curb costs For de-
sale, and a definitive agreement is ex- t-on " Smith tails on registration or exhibition, call
pected in about a month, Mr LoCi- Buck might not be able to succeed "On the consulting side, I'm less 212/210-0299

ceo said The deal is expected to close in the outsourcing field without Mel- sangulne about the opportunity to ON-LINE SERVICES

m the second quarter, he said lon's assistance, Mr LoCicero said create value," he said, ques:ioning if Now you can find Business Insurance on the World Wide Web BI's home
The Buck prmcipals wlll be offered "We weren't sui e we were gomg to be chents wlll wonder if the firm is truly

either cash 01 Mellon stock for the able to accomphsh that, but with Mel- mdependent from its parent m its page includes many important departments, includmg UPDATES for
late-breaking news posted each Friday INTERNET ARTICLES fromsale, which Mellon is paying for out of lon we'll accomphsh that," he said analysis He also questioned if Buck
past issues a DATEBOOK of searchable industiy-wide meetings and

cash on hand, a spokesman said "We're excited about the resources as a subsidiary would come under
Messrs LoCicero and Smith said Mellon brings to us We beheve this is new pressure to earn increased profits events WEB LINKS listing sites on the web of interest to risk and bene-

the deal makes sense because while a win-win situation foi all parties in- for its parent, and how that would af- fit managers ONLINE FORUMS for users to exchange mformation
BLck needs a greater capital stream to vc,lved " feet consultants and much more

fuel its outsourcing operation, Mellon Outsourcmg represents about 25% Mr LoCicero said that Buck's con- http://www.businessinsurance.com

is pursuing a closely related goal ex- to 30% of total revenues for Buck at sultants would remain fully mdepen-
panding its existing 401(k) plan out- present, Mr LoCicero said dent from Mellon as a condition of the

sourcing program Into a total out- Jom.ng wlth Mellon wlll enable a deal and that doubts to the contrary SERVICES
new Integrated total outsourcing sys- are "typical reactions of competitors"
tem to be set up this year, he said A It is also unclear if chents of con- REPRINT SERVICES

ADVERTISER new configuration of outsourcing ser- sulting fums want banking anc bene-
vice centers unll allow defined beneht, fits consultmg services to be available BI's Reprint Department can provide reprints, in quantities ot 100 or more,

INDEX
defined contnbution and health and within the same corporation, said of any article appearing m the weekly newsmagazine Legal permission.

u elf are plans to be serviced by a sole Reed Keller, vice chairman of Coopers complying with U S copyright laws, also can be provided to companies
data base, whereas several data bases & Lybrand LLP's Human .Resource wishing to reprint, on their own. matenal appearing in the newmagazine
curren-ly are used The more stream- Advisory Group m Atlanta A Buck For information, call

Issue of January 6 hned and centralized system will consulting chent may not want to feel 312/649-5319

make outsourcing a simpler process obhgated tobecomea Mellon banking ARTICLE FAX SERVICE
ADVERTISER PAGE # for plan sponsors, many of which are client, for example, he said For article photocopies sent by tar on the same day, call us with your cred-
Business Insurance 17 now using more than one contractor "In terms of what the market

it card intormation, specify Bl issue date and article headhne The charge 19
Carvill America, Inc 24 foi various outsouremg tasks, he said wants, what the chent wants, I'm not

Helping Buck to grow w11 eventu- sule it necessanly wants all services
$7 50 per copy/per article In-publicat,02n directories ale not available by

Claim Services Resource 27

ally push the benefit consultant into bundled in one institution," he said fac Forarticle photocopies call
CNA/Group Benefits 16

the front row of those companies now "Tlme will tell, but it doesn't necessar-
312/649-5398

CNA/Reinsui ance 5 SINGLE COPY SALESpang for outsourcing clients, includ- ily seem hke that's a real advantage "
Fortis Inc 10 11 ing such competitors as Lincolnshire, Mr LoCicero counteied that be- To order any current or back issue of Business Insurance, call the single
Gulf Insurance Company 13 Ill -based Hewitt Associates LLC cause Buck would ensure that its con- copy sales division of BI's Circulation Department
Int'l Found of Empl Ben 20 and Bethesda, Md -based Watson sulting services remained indepen- 312/649-5398

J & C Investigations 27
Wyatt Worldwide, accordrng to Mr dent of Mellon, chents would never be LIST RENTAL
Smith faced with the necessity of bundhng

Reliance National 32 It's very clear to us it can be prof- their business together Buck expects  Portions ot Bl's subscriber database are available to quahfted companies
RTW Insurance 17R,25 itable to us, if we do it well," he said no loss m chents as a result of the ac- for list rental For available titles and a price quote, call our list broker

Safeco Insurance Company And while he acknowledged there is quisition, he added 1-800/678-9595

St Paul Medical Services 14-15 risk inherent in all new ventures, Mr Ownership by Mellon w]11 undoubt-

Travis Software 21 Snuth said he lS confident the pur- edly give Buck more cash to expand
chase "w111 make us an outsourcing its outsourcing projects, Mr Keller DIRECTORIES

USA Managed Care Organization 21 leader ' said

D W Van Dyke & Company 12 The outright purchase of a benefit "Whether that makes them one of DIRECTORY OF BUYERS

Watson Wyatt Worldwide 9 consulting firmby a bankis unprece- the more formidable forces in out-
Zuilch-Amencan Corporate 6-7 dented, but it may make sense to both soureing, we'11 see," he said Ell The 1996/97 Business Insurance Directory of U S -Based Corporate Buy-

ers of Insurance, Benefit Plans and Risk Management Services is available
In two editions

The fourteenth annual U S edition contains alphabetical hstings of nearly
3,100 U S corporations You'll tind names and titles of over 17,000 erecu-

66Be sure that you return it.
tives responsible for risk management, employee benefits and more _ plus
vital company facts and figures
The third annual International edition lists approximately 3,800 executives
from more than 700 companies in 27 countries outside the U S In addition

If you're racing through this issue of Business Insurance because you to,n address and phone and fax numbers, you'll find nature ot business,
currency of the country, revenue or sales, and the names and titles ot the"borrowed" it from a colleague, you should have your own subscrip-
executives responsible for risk management, security, health care and h-

tion. Then you'll be first on the list. You can take as much time as you nance

like with all of Business Insurance's exclusive worldwide news of loss BI's Directories of Corporate Buyers are available in print or on disk for
prevention, risk financing and benefit management every week. the PC To order your U S or International edition, or to purchase the BID

Software for either directory, call
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Alabama ..Alabama Plat]ng did not directly only for expected or mtended pollu- find that "sudden" and "accidental" notes elsewhere in the opinion that it
* USF&G about its environmen- bon acts have synonymous meanings in the could have reviewed the distnct

talhabilities untl 1991 But, it did in- • Before Insurers adopted the pollu- pollution exclusion court's full record

Conttnued*om page 1 form Glen Allen, Va -based Hilb, Ro- tion exclumon, courts already had The decision came in the middle of "That may tell you something about
courts m two mfluential states-Cali- gal & Hamilton Co, USF&G's agent, ruled that the "sudden and acciden- a federal district court case pitting what it thought of that argument
fornia and New York-have not ruled about its potential habilities in 1985 tal" clause in boiler and machinery Sinclair 011 Corp against Repubhc from pollcyholders on the exclusion's
on the 1.Ssue HRH told Alabama Platmg it was not pollcies provided coverage for gradu- Insurance Co, Royal Insurance Co of draftmg and regulatory history, said

State supreme courts rarely reverse covered and did not notify USF&G, al events Amenca and Safeguard Insurance Co Repubhc's attorney, James C La-
their own decisions, but the Alabama accordmg to court records • The overall structure of CGL poh- The district court asked the Wyommg Forge, a partner with Chadbourne &
court's turnabout marks the second Mr Winston plans to ask the cies provides coverage for "gradual, Supreme Court for guidance specifi- Parke m New York
reversal by a state's highest court on Supreme Court to rule that Alabama repeated conditions," so the pollcies cally on whether the pollution exclu- Sinclair 011's attorneys did not re-
this issue Platmg's notice of a claim to USF&G provide a context for determming that mon barred coverage for gradual pol- turn phone calls

The Flonda Supreme Court in was too late, because the pohcyholder the exclusion does not bar coverage lution and whether the exclusion is
1993 reversed itself and denied cover- was obllgated to notlfy USF&G-not for unintended gradual pollutton ambiguous Alabama Platzng Co and J M Rowe
age after initially ruling 4-3 for poll- its agent-m wnbng of its potential h- After mhng that the "sudden and The Wyoming Supreme Court said Jr vs United States Adeaty & Guar-
cyholders in Dimmitt Chevrolet Inc abilltles accidental" clause does not bar cover- that because of those narrow ques- antl Co et at, Alabama Supreme
us Southeastern Fidelity Insurance That issue was not a factor in the age for unexpected and unintended tions, itt refused to consider the pollu- Court, No 1941753
Corp (BI, July 5,1993) Supreme Court's Aug 30 ruling, be- releases of pollutants, the court states ton exclusion's draftmg and regula- Sinclatr OiL Corp us Republic Insur-

Attorneys were divided on the Al- cause that decision upheld a lower in a footnote that the release does not tory history, which is being argued at ance Co et al, Wyommg Supreme
abama decision's potential influence court's summary judgments in favor refer to Alabama Platmg's waste wa- the district court level But, the court Court, No 95-62
on other courts of USF&G and two other msurers ter disposal methods Instead, it refers

"Courts wlll have ample mforma- USF&G wrote primary coverage to the migrabon of contaminants from
tion to go either way,' said pohcy- for Alabama Plating between 1955 the contamment ponds into the soil
holder attorney Wilham F Greaney, a and 1986, and Safety National Casu- and ground water, the court said
partner with Covmgton & Burlmg of alty Corp and Ranger Insurance Co That is "one of the most important

Court broadens take
Washington, who was not mvolved m wrote umbrella coverage for a few parts of the opmton," said Mr Fried,
the case years dunng that period, said Alaba- Alabama Platmg's attorney on pollution exclusionHackensack, N J -based insurer at- ma Mating attorney John Fried, a Mr Zampino, the Insurer attorney
torney Edward Zampmo, who was partner with Anderson Iull & Ohck who speciallzes m the exclusion's his-
not involved in the Alabama case but P C of New York Alabama Platmg's tory, said the decision is"nddled with By GAVIN SOUTER (BI, Oct 2,1995)
has filed amicus briefs for Insurers m cleanup costs total about $3 milhon, problems" The New York Court of Appeals'
several other actions, including the much less than the limits the compa- Most significantly, he said, pre- ALBANY, N Y -Pohcyholders decision to deny coverage ls Important
Wyommg htigation, said "Any time ny purchased from the Insurers, Mr 1970s pollcies did not cover repeated need not be the actual polluters of a to msurers because it resolves a spht
you get a supreme court ruling, you Fhed said gradual pollution incidents The poh- property for the absolute pollution ex- among New York courts over whether
start playing the numbers game It In its earher decision, the Alabama cies covered one unexpected gradual clusion to bar coverage of cleanup the absolute pollution exclusion is
certa]nly helps the other side " Supreme Court said it would be pollubon incident "If the mcident be- claims, according to New York's high- limited to cases involving intentional

Insurer attorney Frank Wmston Jr, rewrlbng Alabama Platmg's msur- came part of repeated busmess opera- est court Industrial pollution, accorchng to Mr
who represented United States Fideli- ance pollcies if it interpreted "sud- tions, you're not covered," Mr The Dec 18 decision, which revers- Brunner
ty & Guaranty Co in the Alabama den" as unexpected or unmtended Zampmo said es a lower court ruling, is a major vic- The case "conclusively establlshes
case, filed a request for a rehearing without attaching a temporal mean- Mr Zampino also said that court tory for Insurance companies m a that the exclusion contams no such
with the Alabama Supreme Court on mg to the word interpretations of the "sudden and ac- highly commercial state, said insurer hmitation," he said
Dec 26 Despite the vanous definitions of cidental" language in boiler and ma- attorney Thomas W Brunner of Wi- The decision contains too strict an

"It's very disturbing" that the "sudden," the context of its use m the chinery pollcies were not uniform ley, Rein & Fltelding, m Washington interpretation of the absolute pollu-
court's latest decision relies heavily on pollution exclumon leads to the "m- For example, he said, the Mas- In another municipal pollution tion exclusion, said John H Kazan-
the exclusion's draftng and regulato- escapable conclusion" that insurers sachusetts Supreme Court did not ap- case, the Court of Appeals rejected an lian, attorney with Anderson Kill &
ry history in general but remams mtended it to mean abrupt, the court ply its interpretation of the boiler and msurer's effort to deny a defense, Ollck in New York, who represented
silent on the exclusion's regulatory ruled m August machmery policy clause to the pollu- sendmg the case to a lower court for Hamson
history in Alabama, said Mr Winston, The court also said that Alabama bon exclusion In siding with msurers tnal, but indicated a broad interpre- "It's a decision that is unique to its
a partner with Wiley, Rein & Fielding Plating did not rebut affidavit testi- on the pollution exclusion m 1990, the tatton of what is considered pollubon facts and demonstrates that the New
of Washington He said a former Al- mony from the former Alabama Massachusetts court said the boiler for purposes of the absolute exclumon, York court is more wilhng to look at
abama regulator stated in an afftdavit deputy insurance commissioner and machmery clause apphes to the Mr Brunner said the language of the exclusion itself
that the state's regulators understood But, m its Dec 20 decision, the period dunng which equipment is The court's rullng m Town OfHam- rather than to other evidence that
that "sudden" meant abrupt court ruled that "sudden" is ambigu- damaged It ruled that the pollution son us National Umon Are Insurance would suggest that the exclusion

The court also ruled that because ous The court then rehed on the ex- exclusion refers to the manner in Co of P:ttsburgh, Pa, is a more overt should not be broadly apphed," he
coverage is not automatically exclud- clusion's draftmg and regulatory his- which pollutants were discharged, victory formsurers said

ed under the pollution exclusion, a tory to determine the exclusion's in- Mr Zampino said "The language of the pollution ex- In another municipal pollution case
Jury now wlll have to determine tent The Alabama court said several And, contrary to the Alabama clusions does not require that the in- before New York's top court last
whether the pollcyholder, metal fm- factors show that the exclusion was court's footnote, the exclusion does sured be the actual polluter m order month, The Incotporated Vdtage oj
isher Alabama Platmg Co of Vmcent, not mten(led to bar coverage for unin- not hmit pollution discharges to the for the exclusion to apply Therefore, Cedarhurst vs Hanover Insurance
Ala, provided USF&G a late claim tended gradual pollution Most signif- migration of pollutants from a con- defendant insurers properly relied on Co, a majority of the court ruled that
notice icantly, the court found tamment pond to the ground, Mr the unambiguous pollution exclusion the insurer was obllged to defend the

A state agency fmst ordered Alaba- • Insurer executives wrote m tech- Zampmo said to deny coverage to the insureds," the municipallty from 1994 claims alleg-
ma Plattng m 1986 to clean up soil meal papers and informed agents, In Wyommg, the state Supreme court ruled mg damages from the backup of a city
and ground water that were contami- brokers and regulators that ear'ller Court followed the same line of rea- The town of Hamson, NY, was sewer system The high court then re-
nated by the metals m the waste wa- pollcies covered property and bodily somng the Alabama Supreme Court sued by the owners of residential turned the case to a lower court
ter the company dumped mto con- miury claims resulting from gradual did m August and ruled that"sudden" property next to the town's landhll But the court's decision m the

tainment ponds for decades under the pollution and that the "sudden and unambiguously has a temporal mean- The property owners alleged that the Cedarhurst case did offer insurers
direction of state and federal agencies accidental" exclusion bars coverage ing The Wyoming court refused to municipallty had negllgently failed to some comfort in its impllcitly broad

prevent and abate the illegal disposal definition of pollution, accordmg to
of waste ontheirland m the 1980s by Mr Brunner

Appeals court overturns conviction a contractor working m thecontlgu- The lower court iudge m the case
ous landfill had ruled that the pollution exclusion

The property owners sought dam- did not apply because raw sewage

in Texas water pollution case ages from Harrison for personal m- was not a pollutant and that the in-
jury, property damage and environ- sure had a duty to defend (BI, Oct 2,
mental cleanup costs, court papers 1995)

By MICHAEL BRADFORD The owner, Attique Ahmad element of the act " show But the malonty of the New York
did not deny discharging gaso- That could mean proof would Hamson ultimately settled with the Court of Appeals held that "Smce

NEW ORLEANS-If a recent line but claimed he intended be required that, among other claimants in 1993 for an undisclosed any risk of habillty faced by the Vil-
federal appeals court ruling only to pump out water that things, a defendant not only amount and sought more than $25 lage allegedly arose from the floodhke
stands, corporate polluters may had seeped into an underground knowingly discharged a pollu- milhon m mdemnihcation and ex- nature of the dischage rather than its
be less likely to be convicted for tank tant but also knew the pollutant penses under its hability pohcies, 'pollulnng'character, the insurer isob-
violations of the Clean Water A U.S District Court jury in would make its way to naviga- whlch its insurers demed, citing the hgated to defend, but a tnalis neces-
Act if they don't have broad 1991 sentenced Mr Ahmad to ble waters, he said. absolute pollution exclusion sary before any determination on the
knowledge of the crime 21 months m prison for the pol- Mr Shelby said, however, Hamson was covered by a pubhc issue of indemnihcation can be

As of last week, U S attor- lution. In overturning the con- that he interprets the ruling to officials and employees hability poli- made"
neys were still reviewing the viction, the 5th Circuit said the mean that only proof that a de- cy wntten by National Union Pke In- The damage was not necessarily
language of the ruling and the lower court's interpretation of fendant was aware he was dis- surance Co of Pittsburgh, Pa, a unit caused by the "imtabng or contarm-
Justice Department will decide the Clean Water Act was incor- charging a pollutant is re- of Amencan International Group Inc, natmg nature of the sewage," the
whether to appeal rect and Jury instructions in the quired and a general hability pollcy written court said

The November ruling by a trial were unclear as to what Mr Ahmad's attorney, David by North River Insurance Co, a unit Thus, the state's top court impllcit-
panel of the 5th U S Circuit the defendant should have Gerger of Foreman, DeGeurin, of Crum & Forster Corp ly recogrized that many substances
Court of Appeals Comes in a known about the pollution Gerger & Nugent in Houston, Harnson argued that the town was could be determined to be pollutants
case involving a Texas conve- "What is significant is that said the ruling means that "if due coverage because it was not re- depending on the circumstances of a
nience store owner who in 1994 the opinion is somewhat am- you discharge a pollutant but sponmble for the illegal dumping and claim, accordmg to Mr Brunner
pumped about 4,690 gallons of biguous as to what is required didn't know you were discharg- that any alleged negligence did not n-
gasoline into a city storm drain in the sense of government ing a pollutant, it's not a volve conduct that caused pollution Town of Harnson et al, vs National
and sewer system Some of the proof," said Michael Shelby, a crime " The trial court ruled in favor of the Unton Are Insurance Co of Pitts-
fuel ended up in a creek that Houston-based U S attorney Insurers, but an appellate court over- burgh, Pa, and North River Insurance
feeds into the San Jacinto Riv- who prosecuted the case "One United States of America vs At- turned the decision in favor of Ham- Co, New York Court of Appeals, No
er, which feeds into Lake Hous- could argue that the U S will t:que Ahmad, 5th U S Clrcuit son, rullng that the absolute pollubon 246
ton Gasoline also was found in now have to prove that a pol- Court of Appeals, No 95-20627, exclusion could not be invoked be- The Incoforated Vzttage of Cedar-
the city sewage treatment plant luter knowingly violated every Nov 27,1996 cause the town was not responsible hurst vs Hanover Insurance Co, New

for the underlying acts of pollution York Court ofAppeals, No 247,248
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Suzuki payload does not affect the Samu- admitted because a court deter- Updates
rai's stability as much as it does mined the driver displayed erratic
other SUVs' driving by driving a motor scooter Site costs Phelps Dodge

Contznued from page 3 In the Missouri case, the plain- through a stop sign at 20 mph
Some states require blood alco- tiff, Kathryn Rodriguez, was par- In addition, under the previous Contmued*ompage 2

hol test results plus eyewitness alyzed in February 1990 when the standard, there were unspecified The site m Maspeth, Queens, had been polluted after years of use as an

corroboration of erratic driving 19881/2 Samurai in which she and "other circumstances" when alco- mdustnal site

before allowing in evidence of a another woman were passengers hol consumption could be admit- Phelps Dodge sold it to the Postal Service for $14 7 milhon m 1987 but
driver's alcohol consumption rolled over in Warren County, Mo ted Into evidence even when the agreed to clean up the site by removing the contaminated soil to a landall
Some states rely on a standard According to Mr Wallach and driver had not been driving errat- in Ohio However after the cleanup began, lt was discovered that the

similar to the one the Missouri court papers, the vehicle's right- ically, Judge Benten noted ground water had been contaminated and a much more expensive and

Supreme Court changed, and oth- side wheels veered off the right Under the new standard, proper extenmve cleanup was necessary, court documents say

ers rely on a standard similar to side of a highway, hitting a ditch jury instructions would -diminish After discovenng the true extent of the pollution, Phelps Dodge ceased

the one the Missouri court adopt- and a 14-inch-high dirt head- any undue prejudice" against a cleanup operations and suggested capping the site with asphalt or clay,
ed, said Mr Coben, who special- wall-the side of a cemetery driver who consumed alcohol be- but the plan was rejected by the DEC after opposition from the local com-

izes in automobile liability cases driveway The Samurai returned fore an accident, the court ruled munity, court papers say

The Missouri ruling is "a bad to the highway and crossed the The court said Suzuki adequate- Phelps Dodge breached its contract with the Postal Sennce by faillng

decision," Mr Coben said Noting center line When the driver, Deb- ly supported ltS theory that alco- to clean up the site "with dillgence and contmully to completion," Judge

society's increasing sensitivity to orah Dubis, turned right sharply hol consumption played a role in Gleeson said "It has engaged m dilatory tactics ever smce it became clear
the issue of drinking and driving, to return to the proper lane, the the accident that injured Ms Ro- that there may well be no solution to the environmental problems affect-

Mr. Coben said regarding such ev- Samurai rolled over driguez Ms Dubis, the driver, ad- ingthe Phelps Dodge site," he said

idence "You don't let it in and But Suzuki argued that the mitted drinking two full glasses of Judge Gleeson awarded the purchase pnce plus mterest to the Postal

then explain it away It's too late " Samuk ai never returned to the wine and three sampler glasses of Service Phelps Dodge is considermg whether to appeal the decision
Mr Wallach wine before the

said the court's accident OSHA chief to step down
decision to re- The court also

quire clear and The Missouri case, which permitted noted that the WASHINGTON-*seph A Dear wall leave his Job as head of the Oc-

convincing ev- evidence of alcohol consumption, is 'a bad other passenger cupational Safety and Health Administrabon at the end of this week
idence before in the car said Mr Dear, the assistant secretary of labor credited with promobng a co-

allowing puni- decision,' says Larry Coben. 'You don't let it Ms Dubis may operative approach to solving workplace safety-problems, wlll become
tive damages have had even chef of staff to Washington state's Gov -elect Gary Locke
would not In and then explain it away. It's too late.' more to drink In announcing his resignation, Mr Dear said that OSHA is "stronger
harm his case and that she and more focused on its mission" OSHA also is"more open to new ideas

If plaintiffs probably could and better ways of worlang" than it had been previously, he said

have any evi- handle only "a No successor to Mr Dear has been nommated and no actmg asmstant

dence supporting a punitive dam- highway It said the collision with couple of beers" before becoming secretary for OSHA has been named

ages award, the evidence already the cemetery driveway launched impaired
is clear and convincing, he said the vehicle into the air, causing it The court also pointed to evi- Doll maker warns of risk

The plaintiff's argument that to roll over in the ditch dence that there was no corrective

the court is applying the new evi- Ms Rodriguez sued Suzuki for steering or braking before the ve- EL SEGUNDO, Callf -Mattel Inc lS attachlng warmng labels to its
dence-admissibility standard product liability, negligence, hicle hit the headwall and that the Cabbage Patch Snacktime Kids dolls followmg several mcidents m which

retroactively is "a red herring,' breach of warranty and punitive road was dry the doll's mechanical mouth munched on hair and fingers as well as its
said George Ball, general counsel damages She also sued Ms Dubis Suzukl also argued that the trial mtended plastic food

for American Suzuki Motor Corp for negligence Suzuki cross- court also erred in excluding evi- Despite pasmng a battery of safety tests, mcluding those set by the Con-
of Brea, Calif claimed against Ms Dubis, alleg- dence that Ms Rodnguez had sumer Product Safety Commission as well as state and federal guidelines,

"This case would have been re- ing negligence been drinking; before the accident the toy manufacturer said it was aware of at least 35 incidents in which a

versed without overturning the A St Louis Circuit Court jury Suzuki said her drinking con- child's hair or finger was caught m the doll's mouth No serious mjunes

30-year-old precedent," because last year found that Suzuki was tributed to her alleged negligent have been reported, however, and a Mattel spokeswoman said she is un-

the Supreme Court ruled the trial 100% at fault and ordered the act of riding in a vehicle operated awam of any lawsuits filed

court erred in excluding evidence company to pay Ms Rodriguez by an intoxicated driver The CPSC is investigating other posmble safety nsks posed by the doll,
that witnesses to the rollover were $30 million of compensatory dam- Mr Wallach, the plaintiff's at- and has the authonty to order a recall if the nsks am deemed "a substan-

impaired by alcohol, Mr Ball said ages and $60 million of punitive torney, said there was no evidence tial safety hazard," accordmg to a commlsmon spokesman
The case centers on the stability damages The trial Judge later re- Ms Dubis was intoxicated The Mattel is pursulng its own mvestlgation ona case-by-case basis, the

of the Suzuki Samurai sports util- duced each the award to $20 mil- other passenger, who is much company's spokeswoman said "At tlus pomt, we both sttll feel (the Cab-

ity vehicle during hard turns lion smaller than Ms Dubis, later con- bage Patch doll) is a safe product," she said

Consumers Union of the U S The case went straight to the ceded that she herself could han- Mattel has distnbuted 700,000 Snacktime Kids smce August 1996 The

Inc has long maintained the state's Supreme Court because dle only a couple of beers, Mr new warning labels wall be affixed on all the dolls shll on store shelves
Samurai is "not acceptable " The Suzuki challenged the constitu- Wallach said and on all future production The label not only warns that long hair and

Yonkers, N Y -based consumer tionality of a state statute that ap- "Regardless of what made the fingers can get caught in the doll's mouth, but also how consumers can
advocacy group has reported that propriates half of punitive awards vehicle leave the road, a better de- stop the doll's chewmg adion by removmgits backpack

1988 and 19881/2 Samurai models to the state The Supreme Court, signed vehicle would not have
showed a propensity to roll over though, did not address that issue rolled over under those circum- Steelcase payment not insured
during hard turns in accident in its ruling stances," Mr Wallach said

avoidance tests that the group Instead, it focused largely on the "What difference does it make iff KALAMAZOO, Mich -Steelcase Inc's $211 5 milhon payment that
conducted trial court's reliance on 1966 case the driver had one or two glasses ends a 17-year patent infnngement dispute with Haworth Inc is not cov-

Suzuki has been sued by at least law In ltS ruling to exclude evi- of wine?" he asked If the accident emd by insurance
175 individuals involved in dence that Ms Dubis had been instead had occurred when anoth- The payment, ordered by a special master m US Distnct Court m

rollover accidents, according to drinking before the accident The er driver who had not been drink- Kalamazoo, Mich, has been paid from cash reserves, a spokesman for

Consumers Union law was designed to prevent juries ing made the same maneuver to Grand Rapids, Mich -based Steelcase said last week The ludgment con-

Suzuki denies that the Samurai from being improperly inflamed avoid a child in the road, the vehi- msts of $96 8 milhon m damages and $114 7 milll on in mterest

is prone to rollover Suzukl earlier against a driver who had been cle should not have rolled over, The dispute first arose in 1978 when Holland, Mich -based Haworth

this year filed suit in a California drinking before an accident when Mr Wallach said claimed Steelcase copied its design for movable office panels that allow

federal court charging Consumers the driver's alcohol consumption He also noted that Suzuki's own electncal routing After settlement attempts failed, Haworth filed suit in

Union with libel and product dis- was not a factor in the accident sales and marketing memos men- 1985 and a federal court ruled m Steelcase's favor m 1988 An appellate

paragement Such a standard made sense un- tion the importance that adver- court reversed that ruling in 1989 and the Supreme Court refused to re-

The National Highway Traffic der a system of contributory neg- tisements show the Samurai with view the case

Safety Administration in 1988 ligence, the Supreme Court said all four wheels on the ground and
concluded that the Samurai's Under such a system, a plaintiff the need to develop a plan to deal Briefly noted
rollover crash history was no could not recover any damages if with the roll factor
worse than most other light utility he or she was even minimally re- Mr Ball of Suzuki said NHTSA W Marston Becker was named chairman and CEO of New York-based

vehicles' and that most of the sponsible for an accident findings show the Samurai is not Orion Capital Corp., succeeding Alan R Gruber, who remains chairman
crashes involved high-risk driving But Missouri adopted a compar- poorly designed He also said the of the executive and mvestment committees Mr Becker previously was
maneuvers, poor road conditions ative fault system in 1983 Under lower court did not admit crash president and CEO of DPIC Cos, Orion's professional hability unit
or alcohol-impaired drivers that system, a court apportions 11- replication evidence that showed Dutch msurer AEGON N.V. 15 buymg the insurance operations of

Elaborating on the high-risk ability to each party, and a plain- the Missouri crash occurred as Louisvule, Ky -based Providian Corp for $3 5 bilhon A banking unit,
maneuvers, the NHTSA said the tiff can recover damages based on Suzuki contends it did Providian Bancorp, was spun off pnor to the Aegon acquisition The
Samurai's design may make the a defendant's degree of liability Mr Ball said the memos reflect U K Director General of Fair Trading is reviewing Aon Corp.'s acquisi-
vehicle highly maneuverable, 'A comparative fault system Suzuki executives' decision not to tion of Bain Hogg Group P.L.C. under the Fair Trading Act 1973 and is
which may result in oversteering can better accommodate alcohol copy the marketing plans that invitmg comments on the deal until Jan 15 Once comments and other m-
by inexperienced drivers during evidence than a contributory neg- other SUV manufacturers had formabon have been reviewed, the director general unll decide whether
unexpected events That over- ligence system," said the high used previously-showing the ve- to recommend that the deal be referred to the Monopolles and Mergers
steering could induce a rollover, lt court in a decision written by Jus- hicles leaving the ground in off- Commission for investigation James M. Skelton, who remgned late last
found tice Duane Benten road maneuvers The memos' ref- year as president of the mmois Insurance Exchange, and his son recently

The NHTSA also reported that The court also was troubled by erence to the roll factor referred to formed Equity Insurance Managers of Illinois LLC Equity Insurance
the Samurai's stability "decreases what lt called inconsistent appli- the already growing public sensi- Managers purchased and plans to expand the operations of Irland &
significantly" as the vehicle's load cation of the 1966 standard in tivity to SUV rollovers before the Rogers Inc, a 40-year-old wholesale agency m Chicago that wlll continue
increases state courts For example, evi- Samurai was introduced, he said to do business under that name Humana Inc. wlll ehminate 700 to 900

In September 1996, the NHTSA dence of a driver's alcohol con- Jobs this year from its U S workforce of 18,000 The cuts, which will re-
re]ected a petition to again con- sumption was excluded in one Kathryn Rodnguez us St•zuk: sult m a charge of about $15 milhon before taxes for the fourth quarter of
sider whether the Samurai is de- case because a state court held Motor Corp (flk/a Suzuki Motor 1996, are needed to boost efficiency and cut administrative expenses, the
fective It said the Samurai's track that pulling into the path of an- Co Ltd) and American Sbzukt company said Gregory V. Serio, first deputy supenntendent and gen-
width makes the model less prone other vehicle was not erratic driv- Motor Corp vs Deborah Dubts, eral counsel of the New York Insurance Department, has been named act-
than other SUVs to roll over It ing However, in another case, a Missoun Supreme Court, No ing superintendent followmg the resignation of Edward Muhllast month
also said that increasing vehicle driver's alcohol consumption was 78539
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Weather "It was a fairly unusual snowfall," explamed ous benchmark storm in 1993
Tom Pruitt, risk manager for Tacoma Boat- "It hghtens up for a while and then we get hit

Bi Insurance Index
building Co m Tacoma, Wash "We had a foot with another deluge," the spokesman said 1,220

Continued from page 1 of snow which is real unusual We don't see Storm damage in the Portland, Ore, area
Reno-Tahoe International Airport suffered that very often, and then a heavy rain followed was not as substantial as in Washington, said 1,200

damage and several planes were grounded as it and Just saturated that snow with water Ross Dwmell, risk manager for Umted Grocers
water rushed over their landing gear That gets to be real heavy stuff The snow nor- Inc in Portland T'he area suffered worse dam- 1,180

Mr Kanwetz said he expects commercial m- mally is not much of a problem here " age from a stonn last February, he said
surance claims to be minimal as there was lim- Tacoma Boatbuilding Co did not suffer "Most of the damage down here in Portland 1,160
ited damage and many accounts forego flood damage or business interruption losses, he lS flooding There were some power outages we
coverage because it is often written with de- added had the day after Christmas and some people 1,140
ductibles equivalent to 2% of the msured prop- However, in Bremerton, Wash, a spokes- have been without power Most of the prob-
erty value woman for the city's Chamber of Commerce lems we are going to have now will be with 1,120

By late last week the downpour in the Pacif- said about 30 business in the area, including flooding," he said
ic Northwest had slowed followmg a series of several large retailers, suffered damage from The day after Christmas an icy storm swept 1,100
winter storms that began just after Christmas collapsed roofs across northern Oregon knocking out electrici-
day But the cleanup was stlll underway Grocery store chain Albertson's Inc evacu- ty to much of Portland's downtown area and 1,080

"As far as we are concerned the storm is not ated one of ltS stores m Bremerton before a the city's airport Many retail estabhshments

11111
11/8 11n5 11/22 11/27 12/6 12n312/20 1/3over, we still have customers that are without portion of the roof caved m closed ther doors on the normally busy shop-

power," a spokeswoman for Puget Sound Pow- Base=100 on Dec 29,1978When that happened we sent out a team of pmg day
Source Nordby International Inc

er & Light Co in Bellevue, Wash, said Thurs- architects and engineers, both in-house and In Northern Cahfornia, tens of thousands of
day afternoon About 13,000 customers were out of house, to ensure the safety of our other residents evacuated the towns of Yuba City
without electricity stores in the Washington area and make sure and Marysville due to the threat of flooding PCS catastrophe optionsThe previous Fnday, Dec 27, about 225,000 they were safe to have open," said an Albert- last week In addition, crop damage in the re-
of the utillty's customers lost power, the son's spokeswoman m Boise, Idaho gion was evident For example, the Napa Val-
spokeswoman said Sleet and ice weighed As of Jan 3Albertson's did not have a damage estimate ley County Agnculture Commissioner report-
down power lines and also caused trees to from the collapsed roof late last week, but the ed more than $4 milhon in damage to wine Cal Price Call Pnce

crash down on them Crews later restored pow- spokeswoman said the company is self-insured grapes and other crops spread bid/ask spread bid/ask

er to some of those customers only to have an- for the loss Much of the floodrng m Cahfornia came just Eastern September 1997 California Annual 1997
other storm cause more outages the next day A spokesman for Washington Insurance as the governor's Office of Emergency Services 40 60 3 2/3 9 40/60 -M

The destructive combination of snow, warm Comrmssioner Deborah Senn said insurers reported only $119 milhon in property claims 60'80 25/3 80/100 1 6/1 9

temperatures and rain dehvered by the storms were reporting immediately after the storms losses related to natural disasters in 1996 It 80'100 2 2/2 5

caused roofs to collapse throughout western that they were receiving more telephone calls was the first time m six years the figure was
Washington National Annual 1997

concernmg potential claims than after a previ- under $1 bilhon dollars Western Annual

80'100 6 5/8 4 40/60 2 2/3 9

12)/140 5/5 5 80/100 1 9/2 1

Interest in snow coverage is accumulating June Midwestern 1997

10'20 12/2

By MICHAEL PRINCE
To!al volume 316 Total open interest 10,417

offer snow insurance Another agency, Customized Worldwide Fo Information on PCS cat options, call the Chicago Board of
The Washington coverage wlll pay $25,000 Weather Insurance Agency, has tripled the Trade at 312 435 3674

Nothmg sells better than success, except for each inch of snow above 40 Inches that number of pollcies sold this year, said Pat Sou ce Chicago Board of -'-rade

maybe snow falls on Dulles, up to $1 million, while the Sleicher, director of special events for the
Last year's record snowfall in the North- tngger at Washington National is 35 inches Manhasset, N Y -based agency Worldwide

east has greatly increased the demand for The policy costs the authority $35,000 and is Weather sold about 60 pohcles this year, British Issues

snow insurance, with sales of pollcies far ex- underwntten by Reliance National Insurance tnple the 20 it sold last year The mam buy- Jan 3 Price P/E Div Yield 52 week

ceeding the pace of a year ago Co, the underwriter for most of the Penn ers are municipalities, condommium associa- Companies pence pence % high-low

Generally, the coverage lS sought by mu- Agency's policies tions and restaurants, but it is available "for Comml Union 688 115 290 53 698-550

mcipalities facing large snow-removal ex- Richard Penn, chief executive officer of the anyone with snow removal exposure," Ms Genl Accident 730 82 31 7 53 774-612

penses or by businesses feanng weather-re- Penn Agency, said this year his agency has Sleicher said Gdn Royal Exch 278 44 93 43 282-218

lated losses Last year, Massport, the agency sold 20 to 25 snow pohcies, whereas last year Like Mr Penn, she attributes the height- Independent 596 108 120 25 613-360

Royal & Sun 442 90 190 53 463-349

that runs Boston's Logan International Air- it sold only the Logan policy Interest in the ened interest to last year's snowfall in the Brokers
port, bought a pohcy that paid out hmits of policy is higher still Many businesses, he Northeast
$2 milhon (BI, Jan 15,1996)

Bradstock

said, were interested but did not buy it
62 106 57 117 76-54

The pohcy's form has not changed from Fenchurch 50 N/A 55 157 159-46
This year, the Metropolitan Washington In the next few years, however, Mr Penn last year One policy pays when the number CE Heath 87 101 45 68 115--74

Alrport Authority purchased a pollcy cover- anticipates these businesses will take the of storms exceeds a specified figure--gener- JEB Group 142 N/A 98 75 142-97

ing Washington Dulles Internal:ional Airport plunge into the snow coverage "You need a ally four-of a certain intensity The most Lloyd Thmpson 191 N/A 10 0 70 194-162
Lowndes Lmbrt 105 119 84 102 153--102and Washington National Airport from the couple of more years of severe weather and popular type of snow policy, however, pays Nelson Hurst

Frederick E Penn Insurance Agency in people w111 include it in their regul
153 102 81 66 206--143

ar cover- when seasonal snowfall exceeds a specified Sedgwick Grp 136 12 0 98 71 152-114

Needham, Mass, which also sold the Logan age," he said "It takes time for people to buy level, or snowfall on a specified day exceeds Steel Brl Jones 31 68 38 162 48--28

pohcy Penn is one of only a few agencies that into something new " a certain amount Willis Corroon 128 20 3 66 57 169-117

SOirce Nordby Intematioial Inc

B Industry Stock Report DEC. 30, 1996, THROUGH JAN. 3,1997

BROKERS
Weekly Year to date Year to date Weekly Year to date Yeartodate Weekly Yearto date YeartodatePrice % change % change High Low Vol (000) Prce % change % change High Low Vol (000) Price % change %change High Low Vol{000)

Aco«ila Inc NYS 28875 1.28 -0.43 3375 27.75 16 Everest Reinsurance NYS 28125 2.27 2.17 2950 20.13 365 SAFECO Corp NDC 39125 2.34 079 42 25
Alexander & Alexander NYS

3088 1239
17 375 0.00 0.00 21.63 13 63 2871 Executive Risk Inc NYS 36 375 7.27 434 42 38 26.13 72 Se,bels Bruce Group N[XI 21875 2.94 6.06 4.25 156 81

E W Blanch Holdings Inc NYS 20125 126 0.00 2550 17.75 152 EXEL Ltd NYS 37 325 0.00 466 4025 2988 913 Selective Ins Group NDC 37.75 19. 466 3875 3100 87
Gallagher Arthur J & Co NYS 30.25 281 2.42 3950 29.13 51 Fremont General Corp NYS 305 121 1.61 31.63 21.50 253 Sphere Drake Holdings NYS 9 001 141 1400 8.13 63
Hitb Rogal & Hamilton NYS 13125 187 -0.94 1400 11.38 34 Frontier Insurance Group NYS 38 0.00 0.65 4113 2825 85 TIG Holdings NYS 33375 1.43 148 34.38 26.00 981
Kaye Group Inc NOO 5125 2.50 2.38 8.00 4.63 53 Gainsco Inc NYS 275 130 130 11.75 8.75 60 Titan Holdings Inc NYS 16 375 00, -076 1663 1250 25
Marsh & McLennan NYS 10525 -0 36 120 114.88 84.25 497 GCR Holding Lid NDO 22375 113 056 27.25 21.50 297 Tokio Manie & Fire NDC 46 625 027 0.00 6925 45.38 11
Poe & Brown NDO 27 0.47 1.89 2750 22.75 8 General RE Corp NYS 154375 336 214 170 25 138.75 738 Torchmark Corp NYS 51 -097 099 52.13 40.25 561

BROKERS AVERAGE -03 04 Gryphon Holdings NDO 13 375 2.78 177 2025 1200 127 Transatlantic Holdings NYS 78 375 2.64 264 81.25 6238 75

INSURERS/REINSURERS
Guaranty National Corp NYS 16:25 0.00 -0.75 1800 1338 25 Travelers Aetna Properly NYS 36125 2.12 212 36.13 23.13 530

Harleysville Group NDO 300625 -0.62 1.43 32.75 24.50 30 Travelers Corp NYS 45125 2.17 -0.55 4750 28 38 4968
ACE Ltd NYS 59.75 575 -062 6025 37 75 672 Hanford Steam Boiler NYS 46 625 106 0.54 52.50 42 75 252 Trenwick Group Inc NDQ 46.25 107 000 5675 46.00 46Acceptance Insurance Cos NYS 20 184 127 2250 1388 56 HCC Insurance Holdings NYS 24875 205 365 32.75 1450 325 Unico American Corp NDQ 10125 471 6.90 1100 6.00
AEGON N V 70

NYS 64375 1294 178 64.38 41.13 90 IPC Holdings Ltd NDO 24 6.08 726 24.00 1900 488 Unionamenca Holdings NYS 1825 735 2.82 20.75 14.75 15
Aetna Lili & Casualty NYS 80625 0.62 078 8250 55 38 3354 ITT Hartlord Group NYS 67375 2.00 019 6988 44.50 810 United Fire & Casualty NDQ 35.25 522 000 40.00 27.38
AFLAC Inc 11

NYS 43 0 58 0.58 44.00 2825 927 LaSalle Re Ltd NOO 28625 129 2.14 29.50 19.75 119 Unltrin NDQ 5525 178
Allied Group Inc

090 56.38 44 25 123
NDO 32 375 2.63 -077 3325 22.38 246 Lincoln National NYS 525 -0.47 0.00 57.00 40.75 480 UNUM Corp NYS 72 625 -068 0.52 7350 54.75 716Allmenca Prop & Casualty NYS 3075 165 123 30.75 24.25 279 Markel Corp NDO 89 114 111 94.50 7250 15 US Factillies Corp NYS 19 125 255 255 21.38 1488Allstate Corp NYS

66
59 1.46 194 60.88 37 38 2971 MBIA Insurance Group NYS 99625 432 1.60 104.63 70.00 483 USF&G Corp NYS 21 175 060 21.75 14.25 1368AMBAC Indemnity Corp NYS 63625 2.12 414 6950 45.50 235 Meadowbrook Insur Group NYS 20.75 6.74 119 3413 1525 89 USLIFE Corp NYS 32 875 -075

American Bankers Ins
113 3350 2688 304NDO 51375 3.79 0.49 5238 3250 535 Mid Ocean Ltd NYS 5175 -0.48 143 55.38 3550 219 Washington National NYS 27 875 1.83 136 3075 25.13 184American Financial Group NYS 37 125 1.00 166 38.88 2850 301 MMI Cos Inc NYS 30.75 0.82 4.65 3338 22.00 63 Zenith National Ins NYS 27 5 -090 0.46 2888 21.13American General NYS

38
41 120 031 4175 3288 1181 Mutual Risk Mgmt Ltd NYS 37125 277 0.34 37.25 2688 484 Zurich Reinsurance Centr NYS 3075 -4.65 1.60 32.75American Heritage Life Ins NYS

28.38 42
25 875 096 143 27.75 19.00 33 NAC Re Corp NYS 33 875 0.37 0.00 40.63 2850 142 INSURERS/REINSUAERS AVERAGE -01 -03

American Indemnity/Fin I NDO 10 25 6.82 0.00 13.38 938 2 Navigators Group NDO 1325 139 000 2025 1563 39
American International NYS 1085 2.36 023 11638 88.13 2489 Nobel Insurance Ltd NOO

Aon Corp NYS
125 000 050 1275 1088 82 HEALTH MAINTENANCE ORGANIZATIONS

62125 197 0.00 64.75 47.50 498 NYMagic 1nc NYS 18 375 208 208 22.00 1638 20 FHP International NDO 365 -0 68 168 37.75 21.75Argonaut Group 676
NDO 305 2.74 -081 35.00 27.25 101 Ohio Casualty Corp NDQ 34875 -0.36 176 40 00 30 00 134 Healthsource Inc NYS 12875 3.74 1.90

AVEMCO Corp
4088 9.75 1814NYS 16 3.23 2.40 1650 11.75 38 Old Republic Int I NYS 2675 -0.47 000 27.75 20.13 446 Humana Inc NYE 19 3 EO 000 2888 1500 3819Baldvn & Lyons Inc N[)0 19 100 3.40 20.75 1425 36 Orion Capital Corp NYS 315 061 061 6300 42.50 70 Oxford Healih Plans N[)0 59 154 0.75 62.25 27 69 4860Berkley W R Corp NDO 50 875 025 025 53.75 40.25 204 Partner Re Ltd NYS 33 2.94 2.94 34.50 2563 313 Pacificare Health Sys NDO 80 1.24 1.54 98.75 5963 235

Berkshire Hathaway Inc NYS 33700 2.60 1.17 38000.00 29800 00 1 Penn America Group Inc NDO 15 9375 -039 116 16.75 1150 41 Safeguard Health Enter NDO 1825 5 50 4.29 2250 11.25
Capital RE Corporation NYS

19
455 -0.55 241 4688 2838 108 Philadelphia Cons Holding NOO 22 875 000 161 24.25 1625 29 Sierra Health Services NYS 24 875 051 102 36.00 22.38 147

CapMac Holdings Ltd NYS 32 375 0.77 2.26 3688 2200 27 PXAE Corp NDO 24.25 0.00 202 2800 22 25 98 United Healthcare Corp NYE 46 5 1Z6 333 6900 3000 2770Capsure Holdings Corp NYS 11375 2.25 1.09 1888 800 266 Reliance Group Holdings NYS 9125 0.00 0.00 925 6.50 399 Weitpont Health Networks NYE 34.25
Char[well Re

-0.72 0.36 39.13 2338NYS
340

265 -093 -093 28.38 1988 30 Reliastar Financial Corp NYS 57125 1.08 108 58.38 4000 343 HMOs AVERAGE -01 04
Chubb Corp NYS 56 090 419 5625 40 88 1975 RenaissanceRe Holdings Ltd NYS 32625 476 114 3600 26.75 47 ALL COMPANIES AVERAGE -02 -01
CIGNA Corp NYS 135 5 252 -0 82 143 38 100.75 863 Risk Capital Holdings NDO 13.75 1.35 3.23 23.25 1588 157

CNA Financial Corp NYS 104 5 358 2.34 11750 95.75 201 ALI Corp NYS 33.75 0.75 112 33.75 2238 51

EMC Insurance Group inc NDO 12 105 0.00 14.50 10.13 4 St Paul Companies NYS 58125 252 -0.85 60.75 5013 1152

Top advancing issues Gainsco Inc, Mutual Risk Mgmt Ltd, Nobel Insurance Ltd Leading decliners Kaye Group Inc , Safeguard Health Enter, Capsure Holdings Corp Most active issue Travelers Corp The Bl Index fell 0 2%, the Dow Jones 30
Industrials fell 03%, the S&P 500 decreased 1 2% and the NYSE Composite lost 1 0% Average P/E Brokers, 15 2, Insurers/reinsurers, 31 7, HMOs, 33 8 System design Nordby International Inc
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