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Update-

Pan Am guilty of misconduct
in Lockerbie disaster, jury rules

NEW YORK-Pan American World Air-
ways Inc. is expected to appeal a federal
court jury verdict that the airline was guilty
of willful misconduct for not detecting that
a terrorist had planted a bomb on board
Flight 103, which exploded in December
1988 over Lockerbie, Scotland.

The ruling eliminates the $75,000 per
person cap on the airline's liability set by
the Warsaw Convention. A second phase of
the trial will determine the amount of dam-
ages to be paid to the families of the 270
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Twin Cities coalitions stress quality, not discounts, in health care contracts
By CHRISTINE WOOLSEY

MINNEAPOLIS-Employers
are blazing the trail for reform of
the Minneapolis health care
market with two innovative ef-

forts aimed at changing the way
health care providers are com-
pensated.

The key to both strategies is
setting up a reimbursement sys-
tem that stresses the health out-

comes produced by providers
rather than fee discounts for the

health services they deliver.
But, while participants in

these efforts and other propo-
nents agree that private sector
buyers of health care are in the
best position to lead health care
system reform, others worry that
the employer-based groups could
end up pursuing their self-inter-
ests at the expense of the com-
mon good.

For example, members of
health care coalitions that repre-
sent broader interests than em-

ployer-only coalitions are con-
cerned that reform may be
achieved for one or two employer
groups, while the rest of the

market will continue to be pla-
gued with problems.

The two Minneapolis-area em-
ployer coalitions have under-
taken aggressive, grass-roots ef-
forts to improve both health care
quality and efficiency, in large
part by using their economic lev-
erage to reform the delivery sys-
tenn.

"In the United States, we pay
for most health care on a fee-for-

service basis. Every service pro-
duces a fee to be paid by the pa-
tient," employer or insurance
company, explained George C.

Halvorson, president and chief
executive officer of Group
Health Inc., a Minneapolis-based
health maintenance organization
that is among the providers cho-
sen by one of the coalitions to
deliver care to its members' em-

ployees and dependents.
"Clearly, the incentive for the

provider is to create volumes of
services. The focus of the pay-
ment system now isn't on effi-
ciency, efficacy or health, but on
billable units of care," he said.

Employers in Minneapolis,
Continued on page 77

Rate hikes still not in the wind
Risk managers Market caught
see flat prices, in doldrums,

smooth sailing  insurers say
By MICHAEL BRADFORD By MARK A. HOFMANN

and CHRISTINE WOOLSEYRisk managers

manager

report that the only thing heating up
this time of year is the temperature,
as the commercial property/casualty
market remains soft for yet another
renewal season.

Property coverages are renewing
without a hitch, and casualty insur-
ance costs are creeping up only in
certain lines, like directors and offi-

cers liability and high-level excess
liability, risk managers say.

Except for these minor indications
of insurance prices firming up, risk

Continued on page 45

MIDYEAR
The lazy, hazy, crazy days of summer aren't any rea-

----_ son for property/casualty insurers to
kick back and relax.

Insurers correcting itself; the outlook for a
The market is being lazy about

significant rate increase is hazy at
best; and insurers say the situation is
driving them crazy.

-- In fact, a number of senior insurer
executives think that the traditional

property/casualty market cycle has
been replaced by something that-while not completely

Continued on page 52
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Soft market now limited to North America
By STACY SHAPIRO and GAVIN SOUTER

LONDON-Mainstream North American property/
casualty risks are the last bastion of the soft market as

rates for nearly all types of personal
and commercial insurance begin to

London In North America, rates are rising
rise around the world.

only for specific classes of business,

market ance, energy, marine and aviation,
like property catastrophe reinsur-

and some types of professional lia-
bility insurance.'IePOLt. zt Rates not only are rising for these

/I;Illill#lli specific classes of coverage in the
rest of the world, but also for more

mainstream commercial property/casualty risks.

More renewal stories appear on pages 47,57,60 and 72.

"The only place not repricing is in America," summed
up a Lloyd's underwriter. "In the United Kingdom,
they're repricing like gangbusters. France, Germany
and Australasia are moving; everywhere is moving
other than America."

Rising commercial property rates outside of North
America are not influencing the U.S. market, agreed
John Wetherell, underwriter for syndicate 190 managed
by Cater Allen Syndicate Management Ltd. He has
taken over the syndicate from Lloyd's Deputy Chair-
man Richard Hazell, who retired as underwriter at the
end of June.

"We are seeing rates up, particularly in France and
South Africa, but in the United States, rates are still

very low and inadequate," he said.
However, while London underwriters bemoan the

competition in the United States, rates for mainstream
North American risks in London generally are flat.

While London property underwriters want to increase
rates, "when some of them hear even a whisper of com-
petition from the United States, they drop their rates,"
Mr. Wetherell pointed out.

Elsewhere, a different story is being told.
Australian ceding companies recently paid increases

of 250% and higher for reinsurance and were "scram-
bling to get capacity," said Lloyd's underwriter Mi-
chael Harris. Homeowners insurance rates are up in
Australia as a result, he said.

In the United Kingdom, personal lines and property/
casualty insurance rates for multinational companies

Continued on page 49
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Update

Pan Am loses Lockerbie case
Continued from previous page
people killed on the flight. The plaintiffs are seeking $350 mil-
lion in damages.

Pan Am's $750 million in liability insurance was led by
United States Aircraft Insurance Group, which had offered to
pay $100,000 per victim to settle the lawsuit. Only a handful of
plaintiffs accepted this offer.

USAIG wrote 30% of the coverage. Pan Am's other liability
insurers include Lloyd's of London's Ariel syndicate; La Re-
union Aerienne in France; Associated Aviation Underwriters of
Short Hills, N.J.; and CAMAT of France.

Mutual Benefit bailout plan
NEWARK, N.J.-State guaranty funds would play the lead-

ing role under a tentative Mutual Benefit Life Insurance Co. bailout
plan, which also calls for major life insurers to act as a safety
net.

However, the plan is contingent on approval of a bill by New
Jersey lawmakers that makes policyholders priority creditors.

An attorney representing a group of Mutual Benefit's corpo-
rate pension creditors said that the insurer's rehabilitators, the
National Organization of Health & Life Guaranty Associations
and several large life/health insurers are close to reaching an
agreement on a plan that would shift most of the $800 million
cost to bail out Mutual Benefit to state life/health guaranty funds.
Insurer contributions would ensure payment on policies that the
guaranty funds are not legally required to cover.

Franklin Ciaccio, a lawyer with Orick, Herrington & Sutcliffe
in New York who represents the Assn. of Mutual Benefit Life Insur-
ance Contractholders, said negotiators are very close to reaching a
deal that would pay all policyholders the full value of their con-
tracts, plus a fair rate of interest over a lockup period.

During that period, policyholders would not be able to make
withdrawals from policies and contracts without penalty except
under special circumstances.

Under the tentative agreement, state guaranty funds would re-
spond to all contracts they are legally required to cover, in-
cluding tax-deferred annuities and personal death benefits. The
insurance industry would be responsible for payment of all benefits
not covered by the guaranty funds.

Mr. Ciaccio emphasized that Mutual Benefit's rehabilitators do
not intend to file the proposal for court approval until the state
Legislature reconvenes July 23 to consider passage of the Life and
Health Insurers Rehabilitation and Liquidation Act, which would
place policyholders above all other creditors in Mutual Benefit's
rehabilitation (BI, June 22).

Humana Inc. considers split
LOUISVILLE, Ky.-Humana Inc. is considering splitting its

hospital and health maintenance operations into two publicly
traded companies by mid-1993.

Humana's initial strategy had been to direct patients from its
HMOs to its hospitals. That strategy failed, in part because corn-
peting HMOs refused to send patients to Humana's hospitals. Hu-
mana board members expect the proposed split to bolster each
operation's competitiveness, a spokesman said.

"Declining margins and earnings in the hospital business-not in
the health plan business-are the reason behind this decision," said
Ty Wilburn, vp of investor relations for Humana. Humana's hospi-
tal business declined 1% per year over the last five years, he said.

The change will not disrupt service to Humana health plan mem-
bers, the spokesman said.

Humana owns and operates 78 hospitals in the United States and
Europe and has about 1.6 million members in health plans for
employer groups (BI, Dec. 18, 1991).

Following the July 9 announcement, Moody's Investors Service
Inc. put Humana's single A-2 senior unsecured debt and Prime 1
commercial paper ratings on review for possible downgrade.

Superfund liability extended
CHICAGO-A company that emerges from bankruptcy reor-

ganization can still face some pollution cleanup claims, the 7th U.S.
Circuit Court of Appeals has ruled.

The Superfund act authorizes the U.S. Environmental Protection
Agency to make two types of cleanup claims. Under Section 107,
the EPA can sue the owner or operator of a waste site in an effort to
force them to clean up the site. Under Section 106, the EPA can
issue an emergency cleanup order if there is "an imminent and
substantial endangerment to the public health or welfare or en-
vironment because of the actual or threatened release of a hazard-
ous substance."

The 7th Circuit ruled pre-petition claims brought under Sec-
tion 107 might be discharged in a bankruptcy, but post-petition
claims brought under Section 106 are not discharged.

"This is a very disturbing decision for debtors and creditors,"
said bankruptcy attorney Bill Connolly of Hinshaw & Culbertson in
Chicago. "It is very easy for the EPA to bring a 106 action," and any
Superfund site "would qualify for Section 106," he said.

The ruling means that CMC Heartland Partners of Chicago
is responsible for the cost of cleaning up a site in Janesville,
Wis., that was used to store paint sludge and coal ash. If the
responsible party ean later show the site posed no imminent dan-
ger, it could seek reimbursement from the EPA.

CMC Heartland is reviewing the decision, its attorney says.
Updates continued on page 78

Arbitration clauses apply
to liquidators: 9th Circuit

By STACY GORDON

SAN FRANCISCO-The liqui-
dator of an insolvent insurer

must abide by mandatory arbi-
tration clauses that appear in
most reinsurance policies, a fed-
eral appellate court has ruled.

The July 6 ruling by the 9th
U.S. Circuit Court of Appeals is
good news for reinsurers and bad
news for liquidators, according
to attorneys.

Reinsurers generally prefer to
arbitrate coverage disputes, be-
lieving that arbitration is gen-

erally more fair, faster and less
expensive than litigation.

On the other hand, liquidators
prefer the "home court" advan-
tage of litigating in their state
courts. Because liquidators ap-
pear before state courts on a
daily basis, these courts are per-
ceived as a more favorable forum

for liquidators.
The 9th Circuit's far-reaching

ruling holds that the liquidator
of an insolvent insurer stands in

the shoes of the insolvent in-

surer. This means that the liqui-
dator has no greater rights than

the insolvent insurer and is
bound by the insolvent insurer's
obligations, including the arbi-
tration clause.

Reinsurers often use this argu-
ment when seeking to negotiate
offsets with insolvent ceding
companies.

Another important aspect of
the 9th Circuit ruling involves a
determination that the act of li-

quidating an insurer is not the
"business of insurance" within
the scope of the McCarran-Fer-
guson Act.

Continued on page 79

Delta America Re recovers from 18 retrocessionaires

$42.7 million settlement
By JUDY GREENWALD

NEW YORK-Delta America

Re Insurance Co., which was or-
dered liquidated in 1985, will re-
ceive $42.7 million from 18 re-
trocessionaires under settle-

ments reached in litigation
brought by the Kentucky Insur-
ance Department in federal court
in New York.

But the bulk of litigation aris-
ing from Delta America Re's col-

lapse continues, with suits still
pending in five different federal
and state courts in Kentucky and
New York (BI, Sept. 10, 1990;
May 15, 1989).

And, several defendants re-
main in the suit filed by the Ken-
tucky department in federal
court in New York. In addition
to four retrocessionaires that

have not settled, remaining de-
fendants include former Delta

America Re manager American

Reinsurers, administrators
to be listed in directories

Business Insurance will publish its fourth
annual directory of the world's largest rein-
surers in the Aug. 31 issue, which also will
include a chart ranking the largest reinsurers
based on their worldwide consolidated rein-

surance premiums.
There is no charge to be listed in the di-

rectory; however, to be included, reinsurers
must fill out and return a questionnaire pro-
vided by Business Insurance.

To qualify, your company's consolidated
worldwide net reinsurance premium volume
(both property/casualty and life/health cover-
age) must exceed $300 million. The deadline
for returning completed questionnaires is
July 20.

Also. the fourth annual directory of 401(k)
plan administrators will be published Sept. 7.
Companies that provide enrollment services,
daily maintenance of participants' accounts,
account manipulation and similar services
(regardless of whether the firm is responsible
for investment management) are eligible.
401(k) questionnaires are due Aug. 3.

To receive either questionnaire, please con-
tact Cindy Bloom, Business Insurance, 740
N. Rush St., Chicago, Ill. 60611-2590; 312-
280-3195 or fax: 312-280-3174.

Inside
9 Smart executives will exploit the advantages of the
Americans with Disabilities Act instead of complaining,
this week's editorial says. PAGE 8
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Risk Management Inc., several
ARM affiliates and several offi-
cers of ARM and related com-
panies, including founder Fre-
deric M. Reiss.

The retrocessionaires that set-

tled the litigation are predomin-
antly captive insurers owned by
Fortune 500 companies that had
participated in a quota-share
treaty with Delta America Re in
1984 and 1985, according to Jim

Continued on page 78

Law broadens

firms' duties

tied to pension
distributions

By JERRY GEISEL

WASHINGTON-Employers face new adminis-
trative requirements and employees taking lump-
sum pension distributions could be slapped with a
new withholding tax under legislation signed by
President Bush this month.

Included in a new law expanding unemployment
compensation benefits to the jobless are provisions
that require employers, at a terminated employee's
request, to directly transfer pension distributions to
the employee's Individual Retirement Account or
to a defined contribution plan offered by the indi-
vidual's new employer.

While these transfers would have to be requested
by terminated employees, employers would have to
inform employees of these options.

In addition, a terminated worker's new employer'
would not be required to accept a distribution to its
defined contribution plan.

The new law also imposes a new 20% withholding
Continued on page 65
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Senate probe
of Blues plans
may influence
health reform

By MARK A. HOFMANN

WASHINGTON-The information uncovered in a Sen-

ate subcommittee's investigation of Blue Cross & Blue
Shield plans could help shape national health care re-
form, the panel's chairman says.

A report by the Senate Permanent Subcommittee on
Investigations' staff "has uncovered a series of question-
able practices and actions concerning the regulation of
Blue Cross/Blue Shield plans," said subcommittee Chair-
man Sam Nunn, D-Ga.

The report on the solvency and management of BC/BS
plans was issued as a prelude to subcommittee hearings
scheduled for July 29 and 30 on the 1990 collapse of Blue
Cross & Blue Shield of West Virginia. The West Virginia
plan, which was insolvent by more than $37 million, was
the first BC/BS plan ever to be ordered liquidated by
regulators (BI, Oct. 29, 1990).

The "questionable practices and actions" cited in the
report include inadequate solvency regulation of BC/BS
plans, lack of sufficient regulatory oversight of some
plans' for-profit subsidiaries and questionable manage-
ment decisions.

Sen. Nunn also promised to use the hearings as a vehi-
cle for examining the federal government's role in moni-
toring and supervising federal programs, like Medicare,
which are partially administered by BC/BS plans.

"If we are in fact having problems with one of the most
respected components of our current health care delivery
system, then our policymakers must most assuredly be
aware of this in order to create appropriate safeguards in
any future national health care reform package," he said.

Continued on page 76

Boosting jurors' awareness
A new survey of jurors in civil liability cases finds

there are concerns about the social effects of

high cour10*rds.

• The threat of lawsuits int6fems'*it-p-449**t
development. *

57% agree 15% disagr-*679,0 11¥.*S.

m There are far too many 'fnvolpilaiful;k.**/ \ 1i83% agree 5% disagree 12% no opinl £ 11&0
• The money awarded by jurors in tort cases is too
large.

39% agree 23% disagree 38% no opinion

• By making it easier to sue, courts have made this a
safer society.

7% agree 69% disagree 24% no opinion

Source: University of Delaware
GRAPHIC BY A.TRANCHITA

Jurors tougher
on plaintiffs
But survey still finds anti-business bias

By EILEEN P. GUNN

NEWARK, Del.-The insurance industry's late 1980s
advertising campaign to make the public more aware of
the "litigation explosion" is having an impact on the way
juries decide civil liability cases, according to a recent
University of Delaware survey.

However, some attorneys disagree with the findings of
the survey, and some contend that when liability is un-
clear, juries tend to take sides against big business.

The survey, conducted by sociology professor Valerie P.
Hans and research associate William S. Lofquist, con-
cluded that jurors are aware of a "litigation explosion"
and are concerned about the social effects of high jury
awards.

As a result of this awareness, jurors are scrutinizing
plaintiffs' deservedness and are awarding smaller ver-
dicts, according to the study.

In the survey, which was published last month in Law
and Society Review, a magazine published by the Law &

Continued on page 62
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Most employers
ready to comply

n. with ADA rules
Pead14*

f
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Photo by Brooke Hummer

Allstate made accommodations for a senior computer
programmer after an auto accident left him paralyzed.

But many want
clearer guidance
to follow the law

By MEG FLETCHER

Most large employers are willing to open their doors
wider to hire and retain people with disabilities.

And most are altering employment practices like job
interviewing to comply with the Americans with Disa-
bilities Act. But employers are nagged by both vague
wording in the antidiscrimination law and federal of-
ficials' incomplete efforts to clarify it.

Both administrative and court hearings will be
needed to resolve thorny issues like the definition of a
qualified person with a disability; how much an em-
ployer has to do to help them perform a job; and how
to resolve conflicts between the ADA and other federal

and state laws affecting unions, workers compensa-
tion, employee benefits and discrimination.

Some employers also fear that hiring disabled people
will increase workers compensation and employee
benefit costs, though companies experienced with em-
ploying the disabled discount this fear (see related
story, page 25).

Offsetting possible cost increases are likely reduc-
tions in wage-loss benefits because the act encourages
employers to put disabled employees back on the job.
Employers also may be able to recover more from state
"second injury" funds, which were designed to pro-

Continued on page 10

Accommodations

help all citizens:
Public entities

By SARA J. HARTY

After six months of experience
with the Americans with Disabi-

lities Act, public entity risk man-
agers generally have positive
comments about the law as they
continue their compliance ef-
forts.

Most public entities were re-
quired to comply with ADA pro-
visions last January. Private em-
ployers must comply this month.

Those in the public arena with
compliance programs well under
way advise other public or pri-
vate organizations that are just
beginning their efforts to focus
on the benefits of the law, rather
than on some of the stickier

points that may-or may not-
materialize in the long run.

This positive attitude does not
mean that public risk managers
are closing their eyes to prob-
lems. The costs for some entities

to meet the ADA's accommoda-

tion requirements can be prohib-
itive. And, risk managers are
wondering how many workers
compensation claims will de-
velop into ADA claims.

Still, for now, the good ap-
pears to outweigh the bad.

One positive development is
that non-disabled people benefit

from many accommodations that
have been made for people with
disabilities.

Given a choice between a ramp
and stairs, many people will
choose the ramp, even if they do
not have a disability affecting
mobility, said Lawrence J.
Gorski, special assistant to the
mayor and director of the
Mayor's Office for People with
Disabilities for the city of Chi-
cago. And the ramps are cer-
tainly easier for people with em-
physema or glaucoma, he said.

Wendell Phillips, director of
equal opportunity programs for
Colorado Springs, Colo., offered
other examples of accommoda-
tions that benefit everyone.
"Sure it's expensive to cut curbs,
but look at how many people it
helps-the elderly, which is a
growing population, or the 25-
year-old woman with twins in a

. stroller."Every day, developers
with their arms full of papers use
the automatic doors at the Colo-

rado Springs City Council build-
ing, he said.

Another accommodation in

Colorado Springs was made long
before the advent of the ADA

and has been successful for the

city and one of its employees.
Continued on page 24

The National Center for

Medical Rehabilitation

Research reports that
people with physical

disabilities in the United

States include:

22 million people with hearing
impairments. . 6

(Includes 2 million who are deaf.)

180,000 people with vision
impairments.

(Two-thirds of whom are blind.)

2 million people with epilepsy.

(Four out of live do not have seizures
because of medication.)

1.2 million people who are partially or
completely paralyzed.

1 million people who require
wheelchairs.

9.2 million people with developmental
disabilities, like cerebral palsy.

2.1 million people with speech
impediments.

2 million to 2.5 million people with
mental retardation.

(Nine out of 10 cases are mild.)

1
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By JUDY GREENWALD

BATON ROUGE, La.-The Lou-
isiana Insurance Department has
filed suit in state district court seek-

ing $88 million from a now-defunct
holding company and 11 directors
and officers of two insurance conn-

pany units placed into liquidation
last year.

The suit, filed June 26 in Baton
Rouge, alleges that the defendants
committed fraudulent activities, like
reporting inflated or non-existent
assets and engaging in complex fi-
nancial transactions, to mislead reg-
ulators about the financial condition
of the two insurance units.

Named in the suit are:

• Southshore Holding Corp. of
Metairie, La. Southshore is no

longer in operation, according to a

0

Louisiana Insurance Department
spokesman.

• Ten directors and officers of

Southshore unit Midwest Life In-

surance Co.: James A. Beauboeuf,
J. Dennis Dismon, Dorothy J. Hink-
ley, Robert M. Lindsey, W. Alvin
Owens, Diane A. Tabone, William S.
Hindman, Bernard D. Mason, Ste-
ven A. Hailey and William T. Saxon.
The suit also names John K. Ri-

chardson, who along with Messrs.
Hailey and Saxon served as an offi-
cer and director of Southshore unit

Fidelity Fire & Casualty Ins. Co.
• Agency Premium Assistance

Corp., Coastal Loans Acquisition
Co., I.S. Inc., Insurance Premium
Acceptance Corp., Riverside Finan-
cial Corp. and U.S. Premium Corp.,
which had various dealings with
Southshore and its two units.

The suit also mentions-but does

not name as a defendant-former

Louisiana Insurance Commissioner

Hunter 0. Wagner Jr. The suit de-
scribes Mr. Wagner as an owner of
Southshore through his interest in
Financial Associates Inc.

Mr. Wagner, who could not be
reached for comment, was named
acting insurance commissioner in
April 1991 to replace Douglas
Green, who was convicted of fraud

and bribery stemming from his reg-
ulatory treatment of failed Cham-
pion Insurance Co. (BI, July 1, 1991;
March 18, 1991).

Mr. Wagner, confirmed by the
Louisiana Senate in July, resigned
in August to become general man-
ager of the Greater New Orleans
Causeway Commission (BI, Sept. 2,
1991).

66

Never say never."

The department also is prepar-
ing two additional related suits, but
the spokesman refused to provide
any more details, including whether
Mr. Wagner will be named a defen-
dant in either of the new cases.

In the current litigation, the de-
partment is seeking $63 million on
behalf of Midwpst, which wrote
mostly group and other accident and
health, ordinary life and individual
annuities business.

Midwest wrote $7.3 million in
total premiums in 1990 but was put
into liquidation in August 1991.

The department also is seeking
$25 million on behalf of Fidelity,
which specialized in substandard
automobile insurance. Fidelity,
which wrote $23.9 million in total
premiums in 1990, was put into liq-
uidation in September 1991.

Unique risks and specialty programs often don't fit into traditional insurance company underwriting guidelines.
And when inflexible rules are imposed across-the-board without regard for individual needs, producers are likely to
start feeling claustrophobic.

At United National Group - one of the largest surplus lines insurers in America - underwriters work hard to give
producers plenty of room to grow and profit.

Our companies are resourceful, flexible, and inventive, and when it comes to writing surplus lines risks, we
never say never.

United National Group. Wise enough to listen, and strong enough to act.

== united
z_E national
-

- -- group

Tbe open marketfor unique risks and specialty programs

United National Insurance Company Diamond State Insurance Company Hallmark Insurance Company
Three Bala Plaza, East Suite 300 Bala Cynwyd, PA 19004 (215) 664-1500

United National Group companies rated At, VIII by A.M. Best, eligible for surplus lines in 50 states, and admitted in 37 states.
United National Insurance Company's policyholders' surplus is $131,315,000.

The suit depicts Midwest in par-
ticular as the focus of numerous

schemes by Southshore and Mid-
west's officers and directors to di-

vert its assets, while the assets of
both insurers were inflated in a va-

riety of ways.
The lawsuit charges, for exam-

ple, that:

• The defendants reported false
assets to allow Fidelity to continue
doing business and provide income
to Southshore and its officers and

directors.

Although Fidelity was insolvent,
its reported capitalization was
boosted through the use of worth-
less certificates of deposit and
through complex real estate trans-
actions that in part involved a com-
plex ownership transfer of a heavily
liened, abandoned and uncompleted
building in San Antonio, Texas.

The suit also charges that to allow
Fidelity to appear solvent, capital
contributions and loans of $5.3 mil-
lion were diverted to Fidelity from
Midwest in 1990.

• Southshore unlawfully used
Midwest's assets to acquire equity
in Midwest in a complex transac-
tion that involved non-existent cor-

porations and false mortgages, ac-
cording to the suit.

• Southshore unlawfully used
Midwest's assets to acquire equity
in Sandestin Corp. and related en-
tities, which own and operate a lux-
ury resort in Destin, Fla., in a trans-
action involving a " grossly
undercollateralized" loan.

• Midwest made $6 million in il-
legal loans to Sandestin so San-
destin could acquire part of another
Florida development company.

• Funds totaling more than
$900,000 were transferred from

Midwest to another company, not
named as a defendant, purportedly
to acquire an investment portfolio
of "largely non-perfomiing under-
secured insider loans" from another

insolvent Southshore subsidiary,
Public Investors Life Insurance Co.

Public Investors is now in liquida-
tion as well.

• Midwest's assets were used to
purchase worthless stock controlled
by Southshore. The suit charges that
to inflate Midwest's assets and mis-

lead regulators in Minnesota, where
the company was in danger of losing
its right to write business, Midwest
in 1989 reported $4 million in
American British Enterprises Inc.
stock as assets. But, the company's
only "real" asset was $211, the suit
contends.

• Midwest paid $1.9 million for
stock in another insolvent South-

shore subsidiary, Quality Security
Inc., which was reported on Mid-
west's books as an admissible asset

although it was not an allowable
transaction under the Louisiana In-
surance code.

Among other transactions cited in
the suit was Midwest's purchase of
$2.6 million in auto loans that

Southshore would "launder" by
transferring them to another South-
shore unit, Master 98 Holding Co.

The suit also contends there were

other questionable transactions in-
volving Master 98 as well.

For example, Midwest loaned $8.3
million to Master 98 so the latter

could buy a package of non-per-
forming mortgages with a face value
of about $16 million "that were in

fact worth closer to $8 million," the
suit says. "Half of these notes were
then used as security for the Mid-
west loan," it says.

Defendants either could not be

reached for comment or said they
had not been served with the suit.

James. H. "Jim" Brown, Commis-

sioner of Insurance for the State Of
Louisiana us. Southshore Holding
Com., 19th Judicial District Court,

Parish of East Baton Rouge; No.
382748 Division J.
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"People make a difference at Frigo. So does Wausau."

Frigo Cheese has a unique way of viewing the cheese making process While they have high-

1/ta different/ tech computers and automated production lines, their authentic Italian cheeses are still made

by authentic cheese makers.

"People make this com-

pany work," says David

04-SE:
Leonhardt, President of this

Green Bay, Wisconsin,

company "And, it's the

, quality of these people

how they feel about

themselves, their sense of

accomplishment that

makes this company suc-

cessful

"Fngo received all the service we expected
with a Wausau 401(k), our earnings
were even better than expected" David
Leonhardt, President, Frigo Cheese Corp.

"To offer our people the best possible employee benefit plans, we look to Wausau Insurance as a provider of personal

service. Our employees have people to talk to at Wausau - people they know.

"And there's an intangible, too. When our employees hear 'Wausau; they're reassured. It's Wausau's

Because Frigo Cheese
considers their ,*m, image, their service reputation, that gives our employees a good, comfortable feeling:'
people a main FEF
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theychose When people are important to a com-  4 WAUSAUWausau

for =* . 39*
health, life, - - + - I pany, the company finds it important V 1,' INSURANCEdental and profit , 9 F 6-pir.
sharing plans. , _ »/ -9/ to be with Wausau.
Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group
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PPO reduces Florida utility's health costs
By CHRISTINE WOOLSEY

ST. PETERSBURG, Fla.-
Florida Power Co. has accom-

plished something few other em-
ployers have: The utility man-
aged to cut its annual health care
costs by 3% in 1991, while most
companies continued to suffer
from double-digit cost increases.

And, in the first 18 months
after adding a preferred provider
option to its four self-insured in-
demnity plans, St. Petersburg-
based Florida Power says it has
pruned $5 million off what it
would have spent had it not of-
fered the PPO.

The preferred provider net-
work is offered by Blue Cross
& Blue Shield of Florida Inc.

To sweeten the deal, BC/BS of

Benem Beal

Florida agreed to administer
Florida Power's indemnity plan
claims under a contract in which

its payment is based solely on the
amount of money it saves.

"Instead of setting a fee up
front, we worked out a creative
payment arrangement with
BC/BS," explained George
Rickus, vp of human resources
for Florida Progress Corp., Flor-
ida Power's parent company.

"We don't pay them any ad-
ministrative fee-they are only
paid if they save us money. Then
they are given a percentage of
that savings as payment."

The reimbursement formula is

#&
9Av Hluuxtiti .\1]leric;1(In)11])

ON TARGET WITH

YOUR REINSURANCE NEEDS

proprietary, but Mr. Rickus said
that it is based in part on the in-
crease in the medical component
of the Consumer Price Index,
which many insurers use when
setting health care cost trends.

The medical care component of
the CPI in 1991 rose at an an-

nualized rate of 7.9%, according
to the Labor Department's Bu-
reau of Labor Statistics (BI, June
8).

The arrangement seems to be
working well for both parties. In
1991, Florida Power payed
BC/BS about $1.4 million-a

much higher fee than it would
have been payed under a tradi-
tional fee per claim basis, Mr.
Rickus said.

"We tried to find a way to pay
a third-party administrator that

Skandia America Reinsurance Corporation
Rated "A" by A.M. Best & Co.

One Liberty Plaza • New York, NY 10006 • Tel (212) 978-4700 • Fax (212) 385-2135

For further information contact Gene Slattery

would (give it an incentive) to do
its best job," Mr. Rickus ex-
plained.

The two parties agreed to a
three-year contract. However,
BC/BS will annually renegotiate
a clause in the agreement that
currently provides that Florida
Power's PPO health care cost in-

creases will not exceed the medi-

cal component of the CPI minus
two percentage points. For 1992,
Florida Power is expecting a
2.3% increase in health care

costs.

If Florida Power's costs in-

crease more than the medical

component of the CPI, BC/BS of
Florida will still get paid, "but it
will be a lot less than if they
meet the contract target," Mr.
Rickus said.

Treaty

Facultative

Surely

ART

Finite

Claims

Services

Actuarial

Services

Captive
Management

Investment

Management

And if the utility's costs grow
beyond a certain point, BC/BS
will not be paid at all.

"Our theory is, if we see the
same inflation rate with you as
without you, why should we put
this program in?" Mr. Rickus ex-
plained.

BC/BS is able to keep the util-
ity's health care costs in check
through provider discounts and
utilization management, said
Ken Otis, executive director of
managed care programs for
BC/BS of Florida in Jackson,
Fla.

BC/BS of Florida contracts

with cost-effective physicians-
those who control utilization-

and uses its leverage and volume
to achieve discounts with hospi-
tals, he said.

, Mr. Rickus said he is confident
the PPO arrangement is produc-
ing real savings for Florida
Power.

"We know what our health

care costs have been historic-

ally," he said, adding that total
health care costs rose 16% in

1989 and 13% in 1990.
"BC/BS has shown us what the

doctors and hospitals charge,
what BC/BS pays as a discount
and how much we save. And, we
can audit their system whenever
we want," he said.

Florida Power may have been
able to achieve a 3% drop in its
overall health care costs because

most of its roughly 6,600 employ-
ees and dependents were for-
merly enrolled in traditional in-
demnity plans.

Under the utility's flexible
benefit program, 80% of employ-
ees and dependents opted for in-
demnity plan coverage in 1989,
while 15% were enrolled in four

health maintenance organization
and 5% selected no health cover-

age, Mr. Rickus explained.
Now, 64% of employees and

dependents are covered by the
indemnity plans with the PPO,
30% are covered by the four
HMOs and 6% have no coverage,
he said.

Employees and dependents
who use the PPO must pay a 10%
copayment, but they do not have
to file claims forms.

Deductibles range from $200
to $600 per individual and $600
to $1,000 per family, based on
the level of coverage chosen by
an employee.

Employees and dependents
who seek coverage from non-net-
work providers must pay a 20%
copayment and are responsible
for any charges billed by provid-
ers that exceed usual and cus-

tomary rates. The same deduct-
ibles apply.

Some consultants say it is not
that unusual for an employer to
save a bundle of money the first
year it implements a PPO. That
is especially true if a large pro-
portion of employees had been
enrolled in traditional indemnity
plans with little cost manage-
ment.

But Mr. Rickus strongly dis-

agrees.

"I'm not sure I'd agree there is
nothing new here. I have not read
anything in the literature that
says first-year savings in a PPO
are 20%. If that were true, every
employer would be putting in
PPOs," he said.

And, he reiterated that the
company's payment arrangement
with BC/BS is unusual.

If the program proves sue-
cessful, Florida Power could save

as much as $60 million in 10
years, Mr. Rickus predicted. I
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ADA compliance
Continued from page 3
mote the hiring of people with
disabilities.

The 1990 act, which is being
phased in July 26 for most em-
ployers, was designed to encour-
age employers to view the 43
million Americans with substan-

tial physical or mental disabili-
ties as an underutilized talent

pool and as potential customers.
Earlier federal laws en-

couraged government contrac-
tors and grant recipients to hire
the disabled. State civil rights
laws had similar aims.

But unti the ADA, people with
disabilities "were excluded from

the workforce based on a lot of

fear about their qualifications,
their ability to meet performance
standards and their overall abil-

ity to contribute," said Lana
Smart, manager of the non-profit

Industry-Labor Council for the
National Center for Disability
Services in Albertson, N.Y.

Borrowing from the vernacular
of race relations, Eric Reisen-

witz, vp-national accounts for
CIGNA Special Benefits Cos. in
Philadelphia, said: "The ADA
will encourage employers to do
the right thing."

The act will have a "two-fold

social impact," said James E.
Crockett, manager of risk and
benefits for Denver Water, the

city water authority. It will make
disabled people into income-
earning individuals and it will
transfer to employers the cost of
welfare payments now made to
disabled people who can't find
work.

But Jim Mortimer, president of
the Midwest Business Group on
Health in Chicago, downplays
that cost burden. If the work

done by disabled people adds

value for employers, "it's not
cost shifting," he said.

Although the ADA's goal is
clear, how it will be applied on a
case-by-case basis is not.

Grudging acceptance
At least publicly, reaction

among most employers ranges
from worry to acceptance.

One of the only executives
contacted who would offer any
criticism of the law was Patrick

M. Schlifka, plant manager for
Castle Metal Finishing Corp. in
Schiller Park, Ill.

"The burden is incredible,"
said Mr. Schlifka, whose com-
pany has 50 employees.

Far more common was worry
about the law's impact. The
worry is prompted by hypotheti-
cal scenarios in which an em-

ployer's responsibilities under
the ADA may increase its liabil-
ity in other areas:

• Should a hospital allow a
nurse with epilepsy to work at an
operating table where an unex-
pected seizure could disrupt an
operation and cause a patient to
die?

What is the likelihood of an

ADA lawsuit from a surgical
nurse applicant compared with
that of a wrongful death claim
from a deceased patient's survi-
vors?

• Should a school district

allow someone with :uberculosis
to teach a classroom full of chil-

dren?

If such a teacher takes medica-

tion, he may be contagious for
only two weeks, and giving him
leave during that time could be
the sort of "reasonable accom-

modation" the disabilities law

requires employers to make.
But, what if he stops taking his

medication because of de-

pression or because he spent the
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money on something else?
Should the employer monitor

his medication levels to ensure

that he does not stop taking it
and possibly infect the children?

With questions such as these,
risk managers at first impression
do not like the law.

"At first glance, risk managers
perceive it as a burden," said
Paul Brown, director of govern-
mental affairs and general coun-
sel of the Risk & Insurance Man-

agement Society Inc. in New
York. "However, their second

reaction is that it does provide
vast opportunities to tap an un-
used pool of talent" to meet the
goal of finding reliable employ-
ees, with or without disabilities.

What the law requires

The employment-related pro-
visions of the ADA take effect

July 26 for companies with at
least 25 employees. Those with
15 to 24 employees have two
more years to comply.

State and local governments
had to comply by Jan. 26. And
about 5 million non-governmen-
tal businesses that cater to the

public-like restaurants and
banks-also had to comply with
the ADA's provisions designed to
increase public access for people
with disabilities (BI, Jan. 27).

Discrimination complaints are

filed with federal agencies like
the Equal Employment Opportu-
nity Commission and the Justice
Department. Agenciesare
directed to investigate the
charges and try to resolve them
through conciliation.

If that fails, an agency may file
suit or issue a right-to-sue letter
to the person who filed the
charge. Such letters are typically
granted upon request, and may
be granted even if the agency
judges the charges to groundless.

All this has been noted at great
length in both thennedia and at
business conferences.

"The ADA has already in-
creased costs for employers just
from traveling expenses and con-
ference registration fees for em-
ployer representatives to attend
ADA 'gloom and doom' confer-
ences," said Allyn C. Tatum, an
Arkansas official who is presi-
dent of the International Assn. of

Industrial Accident Boards &

Commissions. "Hopefully, after
July 26, we can begin to realize
the positive impacts of the law."

The act is designed to protect
from discrimination a "quali-
fied" job applicant or employee
who has the necessary educa-
tional background and skills to
perform the "essential func-
tions" of a job with or without
"reasonable accommodation."

Specifically, the act requires
that employers not discriminate
against any individual:

• With a physical or mental
impairment that substantially
limits one or more major life ac-
tivities.

• With a record of such an im-

pairment.
• Who is regarded as having

such an impairment, like a non-
disabled person who is disfi-
gured.

The law takes a new tack. It

emphasizes that an employer
should not discuss an applicant's
disability but should instead ask
how he or she would perform es-
sential job functions, with or
without accommodations.

"Reasonable accommodation"

is a modification or an adjust-
ment made to a job or workplace
to enable a disabled person to
perform essential job functions.
It may include restructuring a
job; adopting flexible work

Continued on page 14
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Protection Program, contact Joe Palumbo at

(212) 770-5340 and we'll be happy to

give you an extra hand or two with

all your pollution man-

agement needs.

AI r World leaders in insurance and financial services.U Commerce & Industry Insurance Company
A member company of American International Group, Inc.

Coverages and/or services may not be available in all states. Please check the actual policy for full details ofcoverage. Coverage subject to underwriting.
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ADA compliance
Continued from page 10
schedules; modifying equipment;
modifying examinations and
training programs; or hiring
readers, interpreters or travel at-
tendants.

Employers are not required to
make any accommodation that is
"an undue hardship," or unduly
expensive, extensive or disrup-
tive.

That distinction is not always
easy to make. "If hiring two for
one-like a reader for a blind

man-is reasonable (for a large
employer), what would an aver-
age employer not be required to
do?" Denver Water's Mr. Crock-
ett asks.

The ADA essentially requires
an employer to decide whether
individuals are qualified for a
job only at the time they apply.
Employers cannot take into ac-

count whether their condition

may deteriorate in the future,
thus increasing workers comp
and benefit costs (see stories,
pages 17 and 20).

The act sets limits on employer
screening of an applicant's medi-
cal condition and prior workers
compensation claims history (see
story, page 21).

The ADA's goal is for an em-
ployer to treat all employees un-
iformly, though health insurance
benefits can be reduced with ac-

tuarial justification.

The compliance game
Initial reactions to the law

were lukewarm at some com-

panies, but most now appear to
be trying to comply with it.

Some 44% of the 385 com-

panies responding to a recent
survey reported a favorable
reaction to the law (BI, May 11).

But 20% reported an unfavor-

liles
A Stable and Proven
Market valued by
Producers and
Policyholders since
188Z

Now more effective
than ever.

f ,
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able reaction and nearly as many
-18%-said they did not know
yet. Thirteen percent had no
opinion and 5% gave some other
answer.

Many companies, the survey
found, have begun to comply
with the employment provisions
by: designating a person as a
compliance officer; modifying
employment forms and pro-
cesses; and providing substantial
written information to supervi-
sors concerning the law.

Taking such steps can help
companies defend themselves
when disabled job applicants or
employees claim that they were
not reasonably accommodated,
according to the Equal Employ-
ment Opportunity Commission.

Another precaution is also
available: "employment prac-
tices liability insurance," which
would cover claims including
wrongful termination and sexual

--
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INLAND MARINE

harassment (BI, March 23)

Employers often seek guidance
from a handbook, technical as-
sistance manual and extensive

resource directory available
through the EEOC, which is
charged with enforcing the ADA
for all but the smallest public
entities. Insurance company loss
control staffs and outside con-
sultants are also used.

Not all the advice available is

uniformly regarded as reliable.
"There are quite a few people

who are scaremongering in the
consulting field," an EEOC spo-
keswoman said.

Employers, for instance, are
being told they must prepare job
descriptions for each position-
though it is only recommended-
or that they must retrofit an en-
tire building rather than just
specific areas used by the pub-
lic, a disabled employee or a job
applicant, she said.
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On the opposite end of the
spectrum are a few management
lawyers. Their advice, according
to Luellen Lucid, a Wyatt Co.
consultant in Los Angeles, is to
do nothing and wait to see to
what extent the act is enforced.

At the very least, employers
must let employees know that
they are aware of the ADA and
willing to comply with it,
through a poster or other notice,
EEOC spokesmen say.

Another step that all employ-
ers should take involves help
wanted ads. Employment agen-
cies should be told that all news-

paper ads must be made access-
ible to deaf applicants. That can
be done by including in the ad an
address for written inquiries or a
number for a telephone company
service that will accept a deaf
person's written computer mes-
sage via telephone lines and
transmit it verbally to the
agency.

Job fairs are another source of

potential problems. An employer
can be held liable if its recruiters

participate in job fairs that are
inaccessible to people with dif-
ferent types of disabilities, ac-
cording to the EEOC's technical
assistance manual.

Resolving the ambiguities
Ironically, one thing hindering

corporate efforts to comply with
the ADA is the law itself.

"There is a ton of ambiguity in
the ADA," says Jack Stewart, re-
gional director for workers com-
pensation with the Alliance of
American Insurers in Schaum-

burg, Ill.
"The ADA doesn't provide any

bright lines or safe harbors about
what are the essential functions

of a job or what would be a rea-
sonable accommodation," said
Eric Oxfeld, senior counsel with
the American Insurance Assn. in

Washington.
One other feature that sends

risk managers scurrying for their
compliance manuals: When the
ADA conflicts with some other

state or federal laws or regula-
tions, the ADA itself sometimes
requires that it be given priority.

Some state workers comp laws,
for instance, would make a com-

pany liable for additional bene-
fits if a worker was hurt because

the company assigned him to a
position likely to jeopardize his
health or safety or exacerbate an
earlier workers comp injury.

Such laws "may permit or re-
quire an employer to exclude a
disabled individual from em-

ployment in cases where the
ADA would not permit such ex-
clusion. In these cases, the ADA
takes precedence over the state
law," according to the EEOC's
technical assistance manual.

That handbook provides some
guidance. But federal agencies
like the EEOC are still drafting
detailed guidelines about pre-
employment inquiries and about
how the ADA affects health in-

surance plans, workers comp
system requirements and collec-
tive bargaining arrangements.

The advice that is available is

helpful, but does not provide
clear guidance about how the
EEOC will enforce it in particu-
lar situations, observers say.

Without clear guidance, law-
suits likely will be filed over hir-
ing and retention of the disabled.

It's "whole new virgin terri-
tory for litigation attorneys,"
said Steven M. Selan, an insurer
attorney in Chicago.

"While most of the focus about
this new statute has been on hir-

ing new employees, most experts
predict that the majority of ADA

Continued on page 16
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Much of the discrimination against the
disabled stems from the uncertainty that the
non-disabled feel when they first meet some-

one with a disability.
Many organizations, like the National Eas-

ter Seal Society, offer brochures with tips on
proper etiquette for in-

t-ADA with disabilities.

teracting with people

Language should em-
phasize the person first,
the disability second.

Peady' For example, rather
than refer to someone as

an epileptic, say "person with epilepsy" or
"John, who has epilepsy

Avoid language that is negative and in-
accurate. For example, people who use
wheelchairs are not "bound" or "confined"

to their chairs.

And, while a person may have spastic
muscles, he or she is is not spastic.

Preferred language mcludes the use of:
. UHas" or "with" instead of "crippled

ADA compliance
Continued from page 14
cases will come from existing
employees, not new ones. This
has been the general history in
the entire field of employment
discrimination," said Douglas F.
Stevenson, an attorney with Ste-
venson, Rusin & Friedman Ltd.
in Chicago. Mr. Stevenson is ex-
ecutive director of the National

Council of Self-Insurers.

Discrimination complaints
filed with the EEOC are ex-

pected to grow 20% to 72,000
from 60,000 per year once the
ADA takes effect.

But in the first six months that

portions of the ADA were in ef-
feet, the Department of Justice
has received only 29 employ-
ment-related complaints.

The EEOC, which investigates
the complaints, says it will em-
phasize dispute resolution rather
than litigation. The disabilities
law "will be interpreted and en-
forced in a common sense way,"
says an agency spokeswoman.

Other factors, though, seem to
encourage suits. Plaintiffs' attor-
neys may be lured by the avail-
ability of punitive damages for
intentional discrimination under

some of the act's employment-
related provisions. Punitive
damages are not available from
state or local governments.

The total amount of punitive
damages and compensatory dam-
ages for future monetary loss and
emotional injury for each indi-
vidual is limited based on the

size of the employer. Damages
cannot exceed $50,000 for a com-
pany with 15 to 100 employees;
$100,000 with 101 to 200 em-
ployees; $200,000 with 201 to
500; and $300,000 with 500 or
Inore.

Several bills pending in Con-
gress would eliminate or reduce
those caps.

In coping with the ADA, em-
ployers nnust "get beyond the
myths and biases that we all deal
with," suggested Terry T. Sulli-
van, vp of personnel for USA
Today in Arlington, Va.

Negative attitudes will be "the
biggest impediment to harmoni-
ous implementation of the
ADA," Ms. Sullivan aid.

Employers trying to comply
with the law must show "flexi-

bility, sensitivity, creativity and
an awareness about the resources

that are available," she said.

Once employers begin to "con-
centrate on ability and not dis-
ability" it "can easily become a
standard way of doing business,"
said Rosemary Kirwin-Alvord,
corporate equal employment op-
portunity specialist for Tek-
tronics Inc. in Beaverton, Ore. I

Etiquette tips fight discrimination
with, " "suffering from," "afflicted with." For
example, say "John has epilepsy" rather than
"John is suffering from epilepsy."

• "Congenital disability" rather than
"birth defect."

• "Disability" rather than "handicap."
• "Non-disabled" rather then "normal,"

"healthy" or "able-bodied."
• "Condition" rather than "disease" or

"defect."

• "Visually impaired" or "hearing im-
paired" rather than "blind" or "deaf" if a
person is not totally impaired.

• "Little person" or "dwarf" rather than

"midget."
Other offensive terms and phrases include

"victim," "cripple," "crippling, ..unfortu-

nate," "pitiful," "poor," "deaf and dumb,"
"deaf mute, ""rnute, " 44deformed, . 14blind as a

bat," "invalid,' ,„moron" and "feeble-

minded."

-T--
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Stereotypes of individuals with disabilities
as "courageous," "brave," "inspirational" or
as "sensitive," "bitter" and "full of self-pity"
also are offensive.

Other etiquette tips that might help in-
terviewers, supervisors or co-workers are:

• Never help a person with a disability
until you have asked if he or she needs or
wants help and have received an affirmative
reply. If the person does want assistance, ask
for specific instructions on how you can be
most helpful.

• Look directly at any person with a dis-
ability when talking to him or her, even
if the person has an interpreter present.

• A speech impairment does not indicate
that the person also has a hearing impair-
ment or intellectual limitations.

Someone with a speech impairment should
be allowed to finish his or her own sentences.

But the non-disabled person might consider

-1

-r

asking questions in a form that allows for
short answers or a nod of the head.

• For extended conversations with some-

one using a wheelchair, get a chair and sit
at eye level with the person.

• Keep hands, cigarettes and food away
from your mouth while talking to a person
who is lip reading. Use gestures and speak
clearly, but don't exaggerate lip movements
or shout.

An interpreter may be helpful for group
meetings, even if the hearing impaired per-
son reads lips.

• Avoid any tendency to shout while
speaking to someone who is visually im-
paired. There is no need to avoid the use
of verbs like "see."

When walking with a person who is vi-
sually impaired, allow that person to set
the pace. If the person asks for or accepts
your offer of help, don't grab his or her
arm. It is easier for him or her to hold

onto your arm.

-By Sara J. Hag

1

It% hard to get through
to some group LID claims handlers.



Insurance companies can make promises, but it's the
people who keep the commitments. And CNA employ-
ees like Brian Terry know that responsiveness to an
insured's needs marks the difference between a good
plan on paper and an effective program that works.

Benefits managers and employees across the
country have written to thank our staff for their respon-
siveness, flexibility in designing the right plan, cost
containment efforts, and even more importantly their
compassion and courtesy
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ADA could have big impact on work comp
By MEG FLETCHER

The Americans with Disabili-

ties Act is ex-

cussions on

workers com-
*

Pead'14. pensation

prograrns.

It will affect how employers
screen job applicants, return in-
jured employees to the job and
settle some workers comp claims,
among other things.

The disabilities law's "major
implications appear to be in the
work comp area," said Eric J.
Oxfeld, senior counsel with the
American Insurance Assn. in

Washington.

Disabilities law has the potential to cause legal headaches for employers
The ADA has the potential to

create legal problems for em-
ployers because it "supercedes
any conflicting state workers
compensation laws," acknow-
ledges the Equal Employment
Opportunity Commission, which
oversees enforcement of the em-

ployment provisions of the law.
As an example, the EEOC

offers the case of an employer
charged with discriminating
against a disabled job applicant.
Such an employer could not cite
in its defense state laws allowing
it to refuse to hire a disabled ap-
plicant because the job could
jeopardize the person's health or
safety or could exacerbate an
earlier workers compensation in-

jury.
Employers could, however, be

shielded from liability by some
federal statutes or rules, which
generally are not pre-empted by
the ADA. For example, a De-
partment of Transportation
safety rule currently prohibits
epilepties that require routine
medication from driving trucks
across state lines. The rule is

being reviewed.
The ADA also bars an em-

ployer from asking about a job
applicant's workers compensa-
tion claims history before mak-
ing a conditional offer of em-
ployment (see story, page 21).

The law does allow employers
to make post-offer inquiries

about a person's workers comp
history as part of a medical ex-
amination or as part of an in-
quiry administered to all appli-
cants in the same job category.
But this information generally
must be kept in confidential files
separate from other employee
data.

However, the AIA's Mr. Oxfeld
warns that there is "a very fine
line" between appropriate and
inappropriate uses of workers

compensation claims history.
This is especially true if the
claims are not germane to the
applicant's ability to perform es-
sential job functions.

The law does allow an em-

ployer to refuse to hire or to fire

But benefits managers praise CNAs
Brian Terry for his responsiveness.

la:..t

Brian's service level is outstanding! He is always on top
of things and always follows through on each disability
case. Each time I call on him, he is very professional and
accommodating. It is a pleasure to work with Brian.

Regards,

Mary Pesch-Holevas
Benefits and Compensation Supervisor
Baxter Healthcare Corporation
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one of the leading group benefits insurers.
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"a person who knowingly pro-
vides a false answer to a lawful

post-offer inquiry about his/her
condition or workers compensa-
tion history," the EEOC says.

Such misrepresentations may
be hard to detect, though. "I
don't think it will be easy for an
employer to determine that
claims were fraudulent," said
James E. Crockett, manager of
risk and benefits for Denver

Water, the city's water depart-
ment.

In addition, the EEOC ob-

serves, "Some state workers

compensation laws release an
employer from its obligation to
pay benefits if a worker falsely
represents his/her health or
physical condition at the time of
hire and is later injured as a re-
sult. The ADA does not prevent
use of this defense to a workers

compensation claim."
The ADA also affects employ-

ers' return-to-work programs.
The EEOC cites the example of

a telephone line repair worker
who has broken her legs and
fractured her knees in a fall. The

worker may need at least nine
months in a wheelchair before

she can walk with crutches, ac-
cording to her treating physi-
cian.

In the meantime, she could be
placed in a light-duty job pro-
cessing paperwork.

But the worker would meet the

ADA's definition of a person
with a disability. So that light-
duty placement may require the
employer to make "reasonable
accommodation," like placing
her in a wheelchair-accessible

office or widening office doors,
the EEOC points out. And the
employer may also have to mod-
ify her work schedule so that she
can attend weekly therapy ses-
sions.

If workplace accommodations
are needed, an employer will
likely foot the bill, unless state
workers compensation law can
be interpreted as requiring the
company's insurer to cover such
worksite modifications, several
consultant and insurer sources

said.

For example, under Colorado
law "an insurer would not be re-

quired to pay for reasonable ac-
commodation for an injured em-
ployee," said Mr. Crockett of
Denver Water.

Still, an insurer may want to
pay the cost of a reasonable ac-
commodation to reduce an in-

jured employee's wage-loss ben-
efit, he added.

"I would assume that most

companies will figure out the
most economical way of dealing
with this," said Paul Brown,
director of governmental and
public affairs and general coun-
sel of the Risk & Insurance Man-

agement Society Inc. in New
York.

Employers may face some spe-
cial problems under the ADA
when a worker recovering from
an injury does not wish to return
to the job.

"If the employee is not moti-
vated, ·it is very difficult to get
them to want to go back to
work," said Eric Reisenwitz, vp-
national accounts with CIGNA

Special Benefits Cos. in Phila-
delphia.

Mr. Oxfeld of the AIA observed

that the law gives employers a
strong incentive to bring em-
ployees disabled by injury back

Continued on next page
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Workers comp
Continued from previous page
to work: the threat of a discrimi-

nation lawsuit.

But it provides employees with
no incentives to return, said Mr.
Oxfeld, who argues that the
"major shortcoming" in the act
is that it is one-sided.

Furthermore, employees might
be able to file both ADA and

workers comp claims. "The
EEOC has made plain its opinion
that the filing of a workers com-
pensation claim does not prevent
an employee from filing a charge
under the ADA with the EEOC

or filing a complaint in federal
court," the Workers Compensa-
tion Research Institute said in a

research paper on the law to be
published this month.

So-called double recoveries

might also be possible. It seems
"entirely likely," the WCRI said,
that an employee who suffers a
workplace injury could receive
both compensation for his injury
and damages for subsequent dis-
criminatory treatment as a result
of his disability.

This situation could prompt
some employers to make higher
lump sum settlements in states
that allow them.

In California, for example, em-
ployers can to offer lump sum
workers comp settlements
through "compromise and re-
lease agreements," in which the
worker agrees to accept the pay-
ment in return for relinquishing
his or her employment and fur-
ther compensation.

"There may be potential for
abuse of the settlement negotia-
tions. . .if an employee attempts
to threaten an ADA claim before

settling the worker compensa-
tion case and proceeds as though
he or she desires a return to

work. A subtle knowledge may
exist on the part of the employee

and the employer that a larger
workers compensation settle-
ment offer may be required in
order to 'settle out' the workers

compensation liability and at-
tempt to make the ADA (liabil-
ity) potential disappear," the
WCRI contends.

Attorneys have raised ques-
tions as to whether such workers

compensation claims settlements
violate an individual's rights
under the ADA.

But these settlements "would

not be a violation of the ADA,"
says Robert Tate, special assis-
tant to the EEOC's chairman.

At least one factor makes it

PMARe
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unlikely that an injured worker
could recover both ADA dam-

ages and a workers comp claim.
The two types of claims require
opposite types of proof, said Jack
Stewart, a regional director of
workers compensation for the
Alliance of American Insurers in

Schaumburg, Ill.
A workers comp claimant must

show that he or she is unable to

perform a job, which reduces his
earning capacity, while an ADA
claimant must show that he

could perform the essential func-
tions of a job with or without
reasonable accommodation, Mr.
Stewart explained.

Making both arguments credi-
bly would be difficult, he pointed
out.

The ADA's increased emphasis
on allowing a disabled employee
to return to the workplace may
mean a radical change for many
employers without early return-
to-work programs.

"Traditionally, very few em-
ployers were interested or able to
take injured workers back to
work," said James F. Boyd, assis-
tant director of vocational reha-
bilitation services for Rehabili-
tation Management Inc. in
Chicago.

"They would just as soon cut
their losses and consign the in-
jured worker to their workers
compensation insurers, who
would thenieek vocational reha- j
bilitation counseling to obtain a 1
new job for the employee," he
said.

However, some large employ-
ers, especially those that self-in-
sure their workers compensation
losses, have relied for years on
disability management programs
to help recuperating workers re-
turn to the workplace, thereby
reducing the employer's wage-
loss costs.

"Employers that take seriously
their obligation to return injured
workers back to their job should
realize a decrease in their work-

ers compensation costs," pointed
out Allyn Tatum, an Arkansas
official who is president of the
International Assn. of Industrial
Accident Boards & Commissions.

"The overall impact of the
ADA should be to reduce em-

ployers' work comp costs be-
cause it will reduce benefit ex-

penditures," said AIA's Mr.
Oxfeld. "A lot of medical care is

probably consumed to establish
how disabled you are."

In addition, employers may re-
duce their workers comp claims
costs by making increased use of
state "second injury" funds.

Designed to encourage hiring
of disabled workers, these funds
reimburse the employer for dis-
ability benefits that are partially
or fully attributable to a prior
disability. Most second injury
funds only allow recoveries for
employers that knew of a
worker's prior disability before
the worker was hired.

Despite confidentiality provi-
sions in the law, the ADA does
not bar employers from submit-
ting medical information and
records concerning employees to
second injury funds or other
workers compensation authori-
ties in connection with a claim.

"I predict that states will
broaden their second injury fund
coverage," in light of the ADA,
said Doug Crossman, director of
South Carolina's second injury
fund.

"It benefits employers and
provides additional incentive to
hire the handicapped, thus re-
ducing the tax burden from pro-
viding unemployment and social
services to qualified handi-
capped people." .
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Limited impact seen on health plans complete understanding of the
ADA, and even fewer plan to change
their benefits because of the law

Only 7% of 1,136 benefit exec-

By MEG FLETCHER The 5th US Crewi Court of Ap- victimg ana Ils expressed require- changes anillegal subt.erflige rather utives surveyed reported having a
peak last year Feld that an em- ment 1-· ,·"il_ flom interference than honest efforts locut eosrs, said "very complete" understanding of

Employers are becoming more re- pjoye did not V](}}Ble f€detal bene- with El:T'>.1," said .Inlsn A Nixon, Fositsr Hit®ns' Mr Sm,el}i the impact of the ADA Fifty-sewell
laxed about hir. jaw w}Aen 11 ic.firicicd AIDS an atixprney with Saul Erring, Re- Thal belief is based on the percent had a "fairly complete'up-

ADA
coordinating treetment coverage by switching to Tmok*Saul m Philadelphia EEOC's request fol comment on derstanding, while 31% Eald their
the Ameficans a self-insined plan with a 53 000 Some consultants feel that the law whether employers must f]st con- understanding was "not too com-

ft_ with Disabili- cap on AIDS-re.ated benffits from st:11 leaves othir questions open s:der the effect on people vum dise- plete ' and 5% had an "meoinp}ele"
ties Act * ith ar, msured plan wit]A a $1 million "Cnnsultai 1« and emplo> ers alike bilites before cutting bes©fils understanding

1 hei group *felune benebt (».D' Nov l E, 1391) have been r 1 ng for giudance on New EEOC bmits on allowable Only 5% of the respoiident« had

Meady' health care Earliei this rear the TI S Su- the undf -,· ag exception pro- heneht :esinctions wf>uld 'randa- changed oi planned lochange flieir
plans because prenie Court acked the sohellor gui- vidid m the ADA,' said Mary Lynn inentally diange benehi design and benefit plan because of the ADA,

the law exempts them from discnm- eral tocomment onfhal niling, ap- Etibanjc mia'#«mey and ronsul- costs by polentially inva]{dalmg while 64% did not plan any changes
ination for comrnon underwrtting parently to help it decide whether to tant with H, ,· " Associates in Lin- nearly all plan hmitations " which and 31% did not know
practices hear the case (BI Apnj Q colrishire, Ill would result m court lests, Mr Sa- More than a tnird-36% -re-

Pre-exlsting condihon eyclagons, As AIDS-related discrimnation Some people think fhal the EEOC veh said ported that their plans conlin Lyni-
for Instance, remain valid ag lang as ca:es become more frequent "courts 11111»matdy wil]1 lid.erpret the excep Anew survey by the Toley.abonal tations or eyclugons for specific
they are equally applied to all em- must r€solve the er,nflici l,crween {Ron to Lmit thc changef that ran be P oundation of Employec Benefit conditions other than pre-existing
ployees And plans can still ]Imlt the ADA's protections (for) AIDS made to bEneht plans, filaohng such plans finds few emi,loyers have a condihon: the stjrvey said .

payments for certain expenmental
drugs and treatment:s

But some consultants say that the
law's so-called underwriting ex-
emption is unclear and could be
subject to change

- 5:And a survey finds mosf employ-
ers still do not fully know how the 4

law will affect their employee bene-  f ]i'SM:31,sy*fS?:5:*RffSiZ.-SH,9y,S':»
fit plans .:E '28'112'. 4

The ADA's goals are to provide a
disabled employee or dependent

'" '  "- 1941@irex
I.with equal access to health insur- 42

ance and other benefits, InCluding
life insurance and pensions /4 ... f

j
"However, a lot of its goals are ./.r

't,
2,undercut by the specific provisions

t

-IIJ

that follow," according to Jim Mor-
3/4

'I. 'f.411: f

timer, president of the Midwest , illl{ ,
' 1'

*".
4 f

Business Group on Health m Chi-
f

t

cago "While employers snould be
3 .

r

.Ar i-,

concerned about how the ADA lm- 5/

pacts employee benefits a lot of
. 42& . k /•

things already m force would con- .:

tmue without respect to the ADA " T -
,

Employers are given "relatively I .

4.

broad" exemptions from the anti-
tt

A
5 , » e. s...2·.

dlscnmmatioti law for health plan 4 1 "

k A

provisions as long as they are uni- , - it7 .quit *d 4
formly apphed, agreed Henry Sa-
veth, a prmcipal with A Foster Hig-

1 1&' .-

r..

gms & Co Inc in New York
FV 2,14 •

Employers, though, can't deny in- !

surance to a dsabled persori oi sub-
ject him "to different terms and

·*ZL:
conditions of msurance based on lhe

disabillty alone if the disability does f ": '1 .

not pose mcreased insurance risks"
lustihed by actuanal data, accord-

--ing to the Equal Employment Op- ,  . 94' 1 k

portunlty Commission, whlch over-
sees enforcement of the employment -- n. *$4· - -- · -Z..F7/"Mp#/08.-W
provisions of the law " --'h.ig•G•4*•,.•**4<

At the same tlme, "The ADA per-
mits employers to provide insurance 1 *I.- I

plans that comply with easnng fed- r 4

eral and state insurance require-
ments, even if provisions 4 these
plans have an adverse effect on peo-
ple with disabilities, provided that _\Ally,A CASE JOR- AAA\
the provisions are not used as a sub-
terfuge to evade the purposes of
the ADA,"the EEOC says SOME WORKING SOLUTIONS

Similarly, employers with self-in-
WORKING TOGETHER,

sumd health care plans may provide FROM CONSERVCO. EVERYONE BENEPTIS.
coverage m a manner that a cOMEts- Paging through this magazine,  Since 1981, Conservco has been a
tent with basic accepted principles I

of insurance risk classnfication, even you'll see dozens of advertise- leader in both medical and dis- -
if thls hmits coverage for the (lisa-
bled, the EEOC says

ments rattling offthe same dismal ability cost management for both
Accordmg to an EEOC tachmcal statistics on rising medical Costs. Employee Benefits and Workers'

assistance manual, acceptable Many projecting the horrors yet Compensation. And what we seehealth insurance lillutations include f

those that to come. Still others pointing the are two groups whose needs and
• Exclude pre-existing condi-

tions
finger at you for not wakmg up goals are moving closer and closer

• Limit coverage for certain pro- to the problem earlier. together. Both are struggling to
cedures or treatment, to a specified At Conservco, we'd rather talk control costs. Both want highnumber per year

• Limit reimbursements "for cer-  about solutions. And we found quality care. Both are seeing the
tain types of drugs or procedures,"
hke expenmental drugs or surgical the best way to come up with benefits of early intervention and
procedures There is no EEOC-sane- them is to look at both sides of the bringing the employee back to
tioned list of drugs or procedures for
which rembursements can bi lim- issue. Workers' Compensation and workasquickly as possible.
ited Employee Benefits. What all this means to you, at

Self-msurers' efforts to limit ben-

efits for people with acquired im- long last, is an opportunity to 1001
mune deficiency syndrome are a
particularly timely and thorny Issue,

ar,0 -r

given the ADA underwriting ex- 4.4 '

emption
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Hiring practices targeted They pomt to several studies m- company to arrange for all job ap-
dicating that, as a group, people plicants to undergo a more com-
with disabihties are not necessarily prehensive physical examination
more accident-prone or costly to after a Job is offered than was pre-

ADA limits ability of employers to prescreen applicants employ than non-disabled workers viously required Even though this
(see story, page 25) doubles the company's cost for the

By MEG FLETCHER isting health problems or a history workers comp or group health pre- However, small employers are examinations to $100 from $50 per
of workers compensation claims miums especially wary about the unpact exammation, it glves the company

The Americans with Disabilities until after an offer of employment But relatively few employers an individual's particular disabil- a more complete medical record,
Act is increas- is made screen apphcants in that manner, 1ty could have on the company's Mr Schhika said

tAD ing scrutiny of The ADA protects from discnmi - contends Jude Payne, senior pollcy costs, especially if that person is Such post-offer screemng allows

_ workers com- nation a quahhed Job apphcant or analyst with the Washington - later injured on the job employers to establish a baseline
persation and employee who has a -disabillty," based Health Insurance Assn of If an employee's back allment- record of an employee's health,
employee ben- which lS generally defined as a America "Even pre-ADA, most from birth-is aggravated at all by which could help lt defend Itself
efit programs, physical or mental impairment employers are trying to get their work, then the person comes under against a workers comp claim if an
wh.le limiting that substantially limits one or employees healthy, not hire healthy the ADA and the company wmds employee subsequently claims a
employers' more major life activities employees " up 'owning' the person," com- disability is completely work-re-

scrutiny of job apphcaits and em- The ADA prevents an employer Employers that do rely on such plained Patrick M Schhfka, plant lated
ployees from excluding an apphcant whose screenings often discriminate manager at Castle Metal Finishing Under the act, medical screen-

Among other things, the law wi condition IS likely to deteriorate in against persons with disabilities Corp in Schtller Park, Ill, which ings of a qualified lob applicant
limit employers' abilily to screen the future or whose employment without justification, ADA advo- employs 50 people with a disabihty can be performed
Job appllcants to uncover pre-ex- could drive up the company's cates charge That concern has prompted his only after an offer of employment

is made But the offer may be made
conditional upon passing an exam-
mation, as long as such exams are

j required of all individuals seeking
+ a certain category of Job All rec-

ords must be kept confidential
After employment, any medical

examination or inquiry must be
- -- . Job-related, unless it is a voluntary

1 GY examination or required by other
federal laws

:':*6 1 .
Testing applicants for illegal

' «': 26@51'CBSMA,#6. drugs is not considered a medical
examination and can be done any-

. time

The act also requires that an em-
'f'i .4

ployer may not base an employ-
- ment decision on whether or not a

- quahfied apphcant with a disabil-
«2** ity may increase the company's

' 04"Ki '

workers comp or employee benefit
costs in the future

Despite employer and insurer
concerns, Eric J Oxfeld, senior

-fr, ;4 Al counsel with the Amencan Insur-

ance Assn in Washington says
.

"My mstmets tell me that fear of

58..r' « the problem dwarfs the economic
.. reallty "

t-:r ·
Employers should look at the

1 --, broader picture and factor m the
54 .

'
lower costs to society of "trans-
fer payments"-like unemploy-
ment compensation or Medicaid

3.'51., benefits-for competent disabled
persons who previously have been

5.3.Jf- barred from the workplace Mr
Oxfeld said

-%©:

The ADA also allows employers
- ..«,49.. 2

to refuse to hire or to discharge
people who cannot perform a Job

.

e, e ** - - #-» 0:-*5.. .
without posing a significant risk of
substantial harm to the health and

safety of the individual or other
employees, as long as that risk

AGic,- L-]EM _OGE-_-{ B
cannot be eliminated or reduced by

j "reasonable accommodation "

Nevertheless, some msurers are

waiting to see if increased employ-
ment of persons with disabilities

1 wlll mean Increased workers comp
or group health claims, which

ityour total medical cost picture like this that add up to big savings. systems m effect at every stage in could lustify higher rates

"To my knowledge, the ratemak-
md manage with a more unified, Solutions that work no matter the cycle of every case, from the ing process wouldn't regard the

lexible, cost-effective system than where the injury occurred, who's onset of illness through recovery ADA as a higher cost" at this time,

] says Mr Oxfeld In the future,
:ver before. paying, or how simple or complex and billing, regardless of whether though, workers comp un-

A NEW SYSTEM BASED ON the claim. the claim is covered by Workers' derwnters might raise rates if em-
ployer losses increase because of

AN OLD CONCEPT: WHAT WE PUT TOGETHER, Comp or Employee Benefits, you the law, he added

COMMON SENSE. YOU CAN TAKE APART. are in control. And only by being
Meanwhile, in addition to en-

surmg that employers follow the

Take the case of the 24-hour RN. Everything weofferatConservco- in control can you truly manage. law, numerous conflicts between

Upon closer examination, the from Utilization Review and Call us at 800-525-5590 (in
the ADA and state and federal

statutes need to be smoothed out

njured employee had progressed Hospital Bill Auditing to Medical/ Tampa, Florida 813-969-0701), For example, the Equal Employ-

:o such a point that all he really
1 ment Opportunity Commission

Disability Management and our and we'll work something out. cites a state law that requires

needed-and wanted-was a week- growing provider network - is Together. school bus drivers to have a high
level of hearing in both ears with-

ty visit from a local LPN. Just that the best available. So whether out use of a hearing aid According

little bit of common sense saved you select one or any combination CONSERVCO
to the commission, the law would
violate the ADA if it could be

die company more than $6,000 of our services, you'll go along shown that a driver could safely

that year. At Conservco, we way to help contain costs. The perform the job with a heanng aid
WORKING TOGETHER, EVERYONE BENEFITS "I thlnk a lot of states are con-

have hundreds of little solutions point is, with cost management Integrated MedicaVI),sab Management sidering bnngmg their discrimina-
tion laws in line with the federal

law to avoid conflict and confu-

sion," an EEOC spokeswoman
said .
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In 1910, when the great comet blazed the evening skies
Foreteller of doom Beholder of cosmic origins. Or In a changing world where events like this shape

just a reason to celebrate. history, this is our way of reminding you ofone progres-
Back then, when the return ofHalley's comet sive, stable company that's been around since 1835.

caused everything from a panic to a party, Allendale Today at Allendale, we continue to shape the his-
had been recognized as a stellar property insurer for tory of loss control with engineering, training, research
three-quarters of a century. and testing, responsiveness and fairness in the way
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Allendale had been a visible property insurer for 75 years.
we do business.

Throughout the years we've been more than an
ordinary insurance company. Commitment to our in-
sureds goes well beyond the property
coverages we provide

After a century and a half, that part

of our philosophy is not about to change Allendale
Insurance, RO. Box 7500,Johnston, Rhode Island
02919.

Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.
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Public entities
Continued from page 3
The city accommodated an em-
ployee with a hearing impairment
by giving her additional paperwork
in exchange for assigning her tele-
phone responsibilities to a colleague.
Colorado Springs saved some money
upfront by removing the unneeded
phone line, and the system has
worked very well for the last 12
years, Mr. Phillips said.

Public entities' perspective on the
ADA' is shaped in part by the fact
that they have complied with por-
tions of the ADA for years as a
result of state laws or the Rehabili-
tation Act of 1973.

Also, government entities historic-
ally have focused on peoples' needs
so it is natural for them to approach
the ADA positively, suggested
Dennis C. Doherty, risk manager for
Travis County, Texas.

Private corporations, with their
emphasis on profits, tend to be more
intimidated, he added.

But they too need to approach the
law positively. Rather than focusing
on "bizarre possibilities" that may
never become reality, Mr. Gorski
suggested that managers address the
broad issues of access and job op-
portunity. "People with disabilities
don't want lawsuits and litigation;
they want access and jobs."

Current unemployment rates for
the disabled are "unconscionable,"
he said: 67% overall and 82% for ra-

cial minorities with disabilities.

The implementation of the ADA
means that there are 9 million to 12

million employable people who
want jobs that now have civil rights
protections, Mr. Gorski said.

And that number is growing.
About one in six Americans has

some disability. By 2010, that num-
ber will increase to about one in

two. Aging baby boomers are one
reason. Another is improved medical
technology that extends lives and
allows infants born prematurely-
almost all of whom develop some
disability-or with congenital disa-
bilities to live normal life spans, Mr.
Gorski explained.

The ADA, in essence, is "plan-
ning for the future," he said.

Risk managers-both public and
private-who are just beginning
that planning process can benefit
from the advice of public entity risk
managers who already are exped-
enced in ADA compliance issues:

• "Target workers compensation
first," urged Yvonne Norton Leung,
risk manager for the state of Ne-
braska. It "will be the first challenge
in most cases and is a logical place
to start," she said.

• Hiring practices are the second-
largest source of challenges, Ms.
Leung said.

All employers need to review their
application forms and job descrip-
tions for questions or language that
may be problematic under the law.

• Training that dissuades the in-
appropriate "cataloging of abilities
and disabilities" is another prior-
ity, Ms. Leung said.

• Especially important for pub-
lic entities, but also appropriate for
private corporations, is a review of
potential exposure under the ADA
from "esoterie areas" like client

populations and services provided,
Ms. I.eung said.

• Employers that are concerned
about making accommodations
should not fail to use the many edu-
cational resources that are available,
Mr. Gorski said.

However, approach those re-
sources with caution, he advised.
For instance, while some ADA com-
pliance training sessions conducted
by law firms are well done, others
tend to focus too much on how to

avoid lawsuits.

Instead, look for training pro-
grams that focus on "how to make

the law work," he said.
Employers with an accommoda-

tion decision can call an attorney,
but the first call should be to peo-
ple with experience-in many cases
that means people with disabilities
-who can help make an accommo-
dation work, Mr. Gorski said.

Despite their receptiveness to the
ADA, some public entity risk man-
agers do admit to concerns about
the law.

"My perception of the citywide
reaction is an unusually strong wil-
lingness to comply with the ADA
and an eagerness to move forward.
But where are the details to give us
direction to do that?" asked Jon M.

Ingenthron, risk manager for the
city of Oakland, Calif.

"No one knows what reasonable
accommodations are," and the fear

j

is that the law's ambiguity will re-
sult in a feeding frenzy for attor-
neys, he said.

So far, ADA seminars and confer-

ences are disseminating the same
old information over and over again,
Mr. Ingenthron said.

"Where is the information on

workers compensation and voca-
tional rehabilitation?" he asked.

That issue "continues to be a mys-
tery," Mr. Ingenthron said.

Oakland has not seen any work-
ers compensation-related ADA
claims yet, although that is proba-
bly because of a "standard delay in
the industry until new workers
comp cases mature," he said.

Other risk managers shrug off the
issue of workers compensation.

"I frankly doubt that either work-
ers comp or our group health claims

will be materially impacted by the
ADA," Mr. Doherty said.

Increases in health care or work-

ers comp costs are not expected in
self-insured Colorado Springs, ei-
ther, Mr. Phillips said.

However, Provo City, Utah, is
concerned about how much it is

going to cost the city to comply
with the accommodations aspect of
the law, said Jerry M. Howell, risk
manager and ADA coordinator.

For instance, it will take $70,000

just to make the police building ac-
cessible, Mr. Howell said.

Travis County, Texas, expects to
spend $250,000 in the next five to
six years to come into compliance
with the law, a figure that is rea-
sonable for the county, Mr. Doherty
said.

However, "We may still find

something that will clobber us," he
acknowledged.

Some smaller entities have unique
problems.

For instance, in Vermont, there

is a lack of qualified interpreters
for the hearing impaired and alter-
native communication devices-

especially for rent, said Deborah
Markowitz, director of the Vermont
League of Cities and Towns' Munic-
mal Law Center.

In spite of the uncertainties, Mr.
Phillips offers the following argu-
ment for those who question the
positive impact of the law:

"I can guarantee a white male
that he won't become African-

American or a female or suddenly
old. The only thing I can't guaran-
tee him is that he won't become

disabled in the next 24 hours." I

The secret of success is never

being at a loss for words.
(Or pictures)

, 9

' <. "· #I> .. ,         <

Y 4

/

2©3.f.'.f< f·«rs<st,-...·r»t .:& .2

-Sx\.r

·*f-**3*3 :5 2,2 :  \
,

6- 2 f /14 Ok I
F \V . 4 / r<:33345»

a ' 1 2/
-

p 3.

*»=f t,. 41.,\2

„

V'

.

If you've ever been frustrated by a mis-
placed or lost piece of information, don't
lose this page.

Because IBM can make sure that never

happens again-thanks to ImagePlus:
ImagePlus is IBM's system solution

designed to give you image processing
capabilities, including high-speed capture
of large volumes of documents, to help
streamline your paper-intensive operation.

It's an imaging system created to make
you more productive, by making you more
responsive.

With ImagePlus, you can scan or fax
your documents, letters, photos-any piece
of paper-directly into your computer.
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How doing the right thing is paying off
By MEG FLETCHER
and SARA J. HARTY

Employers that have never
hired a person
with a dis-

encouraged byCDA ability may bethe experi-
ences of those

Peady' that have.

People with
disabilities "desire an opportu-
nity to be employed, to make a
contribution and a difference

just like everyone else," said
Terry T. Sullivan, vp-personnel
for USA Today, the Gannett Co.

Inc. newspaper in Arlington, Va.
Hiring people with disabilities

is an extension of "a core cor-

porate value of tapping into all
segments of society for the work-
force," to which Gannett has
been committed since the 1970s,
Ms. Sullivan said.

Employers will find that "peo-
ple with disabilities just want
jobs and are a great resource,"
said Rosemary Kirwin-Alvord,
corporate equal employment op-
portunity specialist for Tek-
tronix Inc. in Beaverton, Ore.

"Most of these companies look
on the employment of people
with disabilities as a social re-

So they can't accidentally fall off your
desk, slip behind your coffee mug or
inadvertently end up in the wastepaper
basket.

And, once you've scanned or faxed
information into your system, anyone in

sponsibility. It's the right thing
to do," says Lana Smart, man-
ager of the Industry-Labor
Council of the National Center

for Disability Services in Albert-
son, N.Y.

About 175 of the nation's lar- .

gest corporations and labor
unions belong to the council and
promote its efforts to develop
and implement programs that
advocate the hiring and advance-
ment of people with disabilities.

Many employers have been en-
couraged to hire people with dis-
abilities by state civil rights laws
or federal laws for government
contractors and grant recipients

that require them to do so.
But employers also have been

encouraged by the good results
others have achieved from hiring
people with disabilities.

"DuPont hires people with dis-
abilities because it is the fair and

right thing to do. But it's also
good business," said E.S. Woo-
lard Jr., chairman of E.I. duPont
de Nemours & Co. in Wilming-
ton, Del.

Employees with disabilities
have achieved "impressive" per-
formance levels, according to
four DuPont surveys covering
nearly 30 years of experience.

A 1990 sampling of DuPont's

Customer questions that used to take
days to answer, now can take seconds.

One ImagePlus customer recently
reported significant increases in produc-
tivity after only eight weeks. Our image
specialists are hearing more reports like
this all the time.

And remember, IBM can help you
integrate ImagePlus into your existing data
management system. In fact, thanks to
ImagePlus' open interfaces, you can inte-
grate your own image applications and even
attach your own scanners and printers.

Best of all, these features are in addition
to IBM's long-term commitment to service
and support.

ImagePlus, from IBM. Now, when it
comes to information, you can't lose.
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For more details, contact your IBM
representative, call us at 1 800 IBM-6676,
ext. 883 or send in the coupon below.
IBM. ImageAus and 05/2 are registered trademarks of International Business Machnes Corporation.
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Imaging Solutions 1
Or call:

180018M·6676. ext.883 1

any department-from your accounting
people to your customer service reps-can
retrieve it, file it, view it in full color, and
reproduce it. Instantly.

One of the many other conveniences:
An image of a color photograph can be cap-
tured, stored and retrieved from the same

folder that contains an image of a hand-
written letter and other related documents.

Today, hundreds of ImagePlus systems
are installed and improving productivity and
customer service in banks, insurance com-
panies, government agencies, hospitals,
manufacturers, retailers and transportation
companies around the world.

From now on, everyone with an
Clip and mail to:

ImagePlus terminal can have the informa- P 0 Box 3974. Peoria, IL 61614
IBM Corporation, Dept. 883

tion they need, the second they need it. i
Name

Which, alone, is enough reason to consider tle
ImagePlus.  Company

But there are other reasons. t1 Address

Like flexibility: ImagePlus with OS/2® , Ci'y

1 Phonegives you the multitasking power to run L____________

several different programs-spreadsheets,
word processing, desktop publishing, host
computer emulation and other image
applications-at the same time, without
interrupting the one you're working on.

You can imagine the impact on
productivity.

Projects that used to take weeks to close,
now can take hours.
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more than 3,000 employees with
disabilities included a staff re-

search chemist and a computer
programmer who are blind, a
systems analyst with muscular
dystrophy, a deaf machine oper-
ator and an assistant store man-

ager-and wheelchair basketball
athlete-who lost a leg while
serving in the military.

The survey found that 97% of
employees with disabilities were
rated average or above average
in safety; 86% were rated aver-
age or above in attendance; and
90% were rated average or above
in the performance of job duties.

In addition, a 1987 poll by
Louis Harris Associates Inc. of

920 managers found that 19 out
of 20 managers give employees
with disabilities "good" or "ex-
cellent" ratings on their job per-
fornnance.

"The great majority of manag-
ers say that disabled employees
work as hard or harder than

able-bodied employees and are
as reliable and punctual or more
so. They produce as well or bet-
ter than non-disabled employees
and demonstrate average or bet-

Ifyou maook sjobappicant
itcoul be malcnme

Employers are being warned in
less-than-subtle terms about

new hiring rules under the ADA.

ter than average leadership abil-
ity," Harris researchers found.

However, Susan Berger, assis-
tant vp with Metropolitan Life
Insurance Co. in New York,
warns employers to avoid stereo-
typing employees with disabili-
ties as either more or less dedi-

cated than other employees.
"Our experience has been that

they contribute to the fullest,
just as other employees do," she
added.

Employers should realize that
hiring a person with a disability
will not necessarily increase the
cost of employee benefits pro-
grams or workers compensation
coverage.

The cost of hiring people with
disabilities is about the same as

for someone without a disability,
according to nnore than three-
quarters of the employers re-
sponding to the Harris survey.

Many people with disabilities
have stable conditions like some

hearing or visual impairments
that do not require them to seek
medical treatment for their dis-

ability, Ms. Smart emphasized.
And if the unknown additional

health care costs associated with

employees who have degenera-
tive conditions-like muscular

dystrophy-make employers un-
comfortable, they should remem-
ber that offering health care cov-
erage to employees and their
dependants also is an uncalcu-

Continued on next page
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ADA rules may conflict with union pacts
By SARA J. HARTY

The Americans with Disabili-

ties Act could

tADA cause some

headaches for

labor and

that have
management

Peady * signed collec-
tive bargain-

ing agreements that reserve
light-duty jobs for workers with
seniority.

For example, conflicts are in-
evitable for employers trying to
comply with the ADA and the
National Labor Relations Act,

said attorney Jules L. Smith, res-
ident partner in the Rochester,
N.Y., office of Blitman & King.

Because of the ADA, "it may

Hiring practices
Continued from previous page
lated risk, she said.

Apart from benefit-related
costs, some employers face in-
creased costs from hiring people
with disabilities because the
worksite must be modified to ac-

commodate their physical limita-
tions, such as by enlarging a
doorway for an employee's
wheelchair.

However, the cost of such ac-
commodations is usually relati-
vely small, according to the Job
Accommodation Network at

West Virginia University in Mor-
gantown, W.Va., an information
network and consulting service
of the President's Committee on

Employment of People with Dis-
abilities.

JAN reports that 31% of ac-
commodations reported over a
2%-year period cost nothing;
19% cost between $1 and $50;
19% cost between $50 and $500;
19% between $500 and $1,000
and 12% cost between $1,000 and
$5,000.

However, according to JAN,
"On average, for every dollar an
employer put into making an ac-
commodation, the company rea-
lized $9 in benefits."

Benefits perceived by employ-
ers included: eliminating the cost
of training a new employee, re-
ducing workers compensation or
disability insurance costs, creat-
ing a greater sense of job security
among co-workers, increasing
the worker's productivity and
fostering greater acceptance and
support from the community.

Benefits perceived by the em-
ployees with disabilities in-
cluded: increasing productivity;
making the work more enjoyable,
easier to do and less tiring; help-
ing with the attitudes of co-
workers; and increasing the em-
ployee's self-confidence.

Putting cost issues aside, peo-
ple with disabilities "bring to
their jobs an outlook and a per-
spective that we think enhance
the workplace, where diversity is
now the norm," said DuPont's
Mr. Woolard.

"Many employees with disabi-
lities have really overcome many
obstacles to being successfully
employed and have shown lots of
perseverance and creativity in
showing how a job can be done,"
Ms. Smart said. "Perseverance

and creativity are two strong at-
tributes in today's workforce."

It also sets "a positive tone"
that can make other employees
proud of their employer's social
responsibility, as well as reas-
sured that they would likely have
a job to return to if they ever be-
came disabled. •

Some light-duty jobs reserved for workers with seniority
be necessary to initiate an infor-
mal, interactive process with the
qualified individual with a dis-
ability in need of the accommo-
dation" as well as with workers

with seniority who are in line for
those light-duty positions, said
Mr. Smith, who represents
unions in labor disputes.

Yet the NLRB and the courts
"have held that it is an unfair

labor practice for an employer to
deal directly with the employees
where the employees are repre-
sented by a union," Mr. Smith
noted in a speech at an AFL-CIO
lawyers conference.

In addition, an employer "is
prohibited by the ADA from tak-
ing any action through a labor

LP. e- -4

.' 4
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union contract that it may not
take itself," notes the Equal Em-
ployment Opportunity Commis-
sion in its ADA technical assis-

tance manual.

Elsewhere, though, the manual
states that the terms of a collec-

tive bargaining agreement may
be used as a defense by com-
panies that fail to make a rea-
sonable accommodation that
would allow an individual with a

disability to hold a job.
The technical assistance man-

ual suggests one way to avoid
ADA and bargaining agreement
conflicts: Add a provision to col-
lective bargaining agreements
negotiated after July 26 "permit-
ting the employer to take all ac-

- A-     * *

1-

1 ,

tions necessary to comply with
the act."

A paragraph that "in effect
says, 'Management shall be enti-
tled to take such steps as neces-
sary to comply with applicable
laws, including the Americans
with Disabilities Act' " could be

inserted into the management
rights clause, suggested attorney
David L. Weinstein.

Mr. Weinstein, the partner in
charge of the labor and employ-
ment practice group at Rosenthal
& Schanfield in Chicago, repre-
sents management in labor dis-
putes.

The management rights clause
is a catch-all provision in collec-
tive bargaining agreements that

6

r i

states nothing in the agreement
gives a union the right to tell the
company how to run its business,
he said.

Unions that have good rela-
tions with management are more
likely to agree to such an amend-
ment, Mr. Weinstein said.

Still, he admits, unions may
feel that it would give the com-
pany carte blanche to violate the
labor agreement.

Such an amendment would be

a "death knell" for the union,

"giving the emp16yer complete
unbridled discretion to violate

the collective bargaining agree-
ment at any time" on the pretext
of complying with the ADA, Mr.
Smith argued.

"I don't think the ADA re-

Continued on nert page
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Continued fron previous page
quire: that, and I think it would
be a foolhardy thing to agree to,"
he said

The EEOC's technical assis-

tance manual does suggest such a
provision.

And that raises a question
about the extent to which em-

ployers can ise bargaining
agreements negotiated after July
26 as valid defenses for not ac-

commodating an individual with
a disability, notes a Workers
Compensation Research 'Institute
report scheduled to be issued this
month-

The EEOC and the NLRB are

workir.g together to develop col-
lective bargaining guidelines,
which may be ready by July 26,
according to a spokeswoman for
the EEOC.

Employers, though, can take
various other measures to avoid

ADA non-compliance problems

0

Where to obtain more
Following are resources

that may help employers com-LADA
ply with the Americans with

i Disabilities Act:
• Equal Employment Op-

peady' portunity Commission, Of-
fice of Communications and

Legislative Affairs, 1801 L St. N.W., Washing-
ton, D.C. 20507; 202-663-4900; 800-669-3362.

Call for free copies of the ADA Handbook and
Title I Technical Assistance Manual, fact sheets,
posters and brochures. Or order copies from your
local government bookstore. The ADA handbook
costs $30; the technical assistance manual costs
$25.

• Job Accommodation Network, 809 Allen
Hall, West Virginia University, Morgantown,

regarding how they are required
by collective bargaining agree-
ments to fill light-duty positions.

One possibility is setting up a

information about ADA
W.Va. 26509; 800-526-7234.

A national service of the President's Commit-

tee on Employment of People With Disabilities,
JAN offers employers objective information on
how to make reasonable accommodations.

• Office of the Americans with Disabilities
Act, Civil Rights Division, U.S. Department of
Justice, P.O. Box 66118, Washington, D.C.
20035-6118; 202-663-4900; ADA hot line: 202-
514-0301.

• Workers Compensation Research Insti-
tute, Publications Department, 245 First St.,
Cambridge, Mass. 02142; 617-494-1240.

Copies of a WCRI report, "The Americans with
Disabilities Act: Implications for Workers' Com-
pensation," WC-92-3 are $50 a copy; single
copies are free to WCRI members. I

committee with an equal number
of management and union repre-
sentatives to handle ADA com-

pliance problems caused by the

language of a collective bargain-
ing agreement.

Such a committee would have

the authority to modify the

Many years ago, our engineers
provided meticulously detailed

isometric drawings of our insureds'

property. Protecting an organization

requires commitment and a "hands-

on" approach to loss prevention

engineering. Protection Mutual's

focus on service provides insureds
with a value not found in an ordi-

nary insurance contract.

Although facility plans are now

generated by computers, Protection

Mutual continues to provide a per-

sonal approach to loss prevention

engineering. Our loss prevention .

engineers inspect facilities, offer

practical advice and help many of

the world's leading organizations

protect their assets.

It comes down to one word.

Protection.

With physical and financial

protection, we will secure the

future of your business.

Part of the Factory Mutual System

300 South Northwest Highway

Park Ridge, Illinois 60068 708.825.4474
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agreement.

Using such a joint committee
"may be preferable from the
union power point," Mr. Wein-
stein said.

The American Federation of

State, County and MunicipaJ
Employees suggests in a book
distributed to its local units that

such a committee also could help
develop organizationwide ADA
training programs, management
and employee sensitivity, and
sign language.

Another alternative to amend-

ing the management rights
clause in collective bargaining
agreements would be to include a
provision under which employers
agree to set aside light-duty or
part-time jobs that will not be
filled based on seniority, Mr.
Smith suggested.

"Whichever side you're on, it
ultimately will come down to co-
operation," since taking the dis-
pute to court would be very com-
plex and risky for both sides, Mr.
Weinstein said.

However, Mr. Smith predicted
that this issue eventually will be
resolved in the courts.

Possible results include:

• A decision based on the spe-
cific facts of a case that finds it

would be an undue hardship for
a company to deny a light-duty
position to an employee with se-
niority in favor of an individual

'Whichever side

you're on, it...
will come down to

cooperation,' says
Mr. Smith.

with a disability.
Such a decision would be lim-

ited in its influence on other

cases.

• A decision based on the leg-
islative history of the ADA that
holds the ADA should not over-

ride seniority systems.
• A decision finding that the

legislative history of the Reha-
bilitation Act of 1973-which

preceded the ADA and affected
public entities receiving federal
funds and federal contractors-

should be used to interpret the
ADA.

Such a decision would defer to

the collective bargaining process,
leaving most seniority systems
intact, an outcome Mr. Smith
finds likely.

• A decision that finds that se-

niority systems will have to give
way under the ADA.

The last decision, requiring se-
niority systems to give way, is
one that "I've convinced myself
at least should not happen and
will not happen," Mr. Smith
said.

With only two weeks before
the ADA becomes effective,

many unions and companies do
not foresee problems or are wait-
ing for them to appear before
making contract changes.

"None of my clients has agreed
to do anything other than talk
about problems when they

arise," Mr. Smith said.
Contract agreements are nego-

tiated at the local level and then

approved at the national level,
said Everett W. Lehman, director
of Human Services in Washing-
ton for the International Broth-

erhood of Electrical Workers.

No agreements addressing the
issue have been seen at the na-

tional level yet, although such
issues are "probably being taken
care of at the local level," said
Mr. Lehman. I
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Guide to policyholder.owned facilities
The soft commercial property/casualty insur-

ance market refuses to die, according to risk
managers and insurance industry executives
(see stories beginning on page 1). However, that
does not mean risk managers are turning their
backs on policyholder-owned risk financing fa-
cilities.

The sixth annual Business Insurance survey
of these facilities-which serve a broad range
of corporations, public entities and profes-
sionals-lists a record 75 policyholder-owned
facilities, up from 66 listed in the 1991 guide
(BI, April 29, 1991).

Fifty-one of the facilities listed expect to
write coverage for more policyholders in 1992
than in 1991.

The 75 facilities listed on the next six pages
wrote coverage for more than 20,000 policy-
holders last year. The facilities reported pre-
mium volume of $2.16 billion in 1991. Their
policyholder surplus totaled $12.15 billion at
year end, while assets totaled $6.64 billion.

Some of the facilities-including ACE Ltd.
and X.L. Insurance Co. Ltd.-no longer write
coverage only for owners; non-shareholders can

Facility

Management company

Contact name, address and phone

AAOMS Mutual Insurance Co., Risk Retention Group
Self-managed
Dr. Harold S. Firfer, 9700 W. Bryn Mawr Ave.,

Rosemont, 111. 60018; 708-928-0041
Domicile: Illinois

AmHslnsuranceCo. Risk Retention Group

Johnson & Higgins Services Inc.
James C. Jordan, 12730 High Bluff Drive,

San Diego, Calif. 92130; 619-481-2727
Domicile: Vermont

Accountants Liability Assurance Co. Ltd.

Minet Risk Services (Bermuda) Ltd.
Colin R. Newell, P.O. Box HM462,

Hamilton HM BX, Bermuda; 809-295-0073
Domicile: Bermuda

ACE Insurance Co. (ACE Ltd.)
Self-managed
William J. Loschert, P.O. Box 1015,

Hamilton HM DX, Bermuda; 809-295-5200

Domicile: Cayman

Affiliated Chemical Group Ltd.
CFM Insurance Managers Ltd.
Simon Scupham, Reid House, 31 Church St.,
Hamilton HM 12, Bermuda; 809-292-6424
Domicile: Bermuda

Alembic Inc.

Willis Corroon Advanced Risk Management Services
Cathy Wedekind, 26 Century Blvd.,
Nashville, Tenn. 37214; 615-872-3346

Domicile: Grand Cayman

Alexanderlnsurance Managers Ltd.
Captive Reinsurance Facility

Alexander Insurance Managers Ltd.
Don Wiseman, Dorchester House, Church Street,
P.O. Box 2020, Hamilton, Bermuda; 809-295-0265
Domicile: Bermuda

American Bankers Professional & Fidelity Insurance Co.
Jardine Pinehurst Management Co. Ltd.
Don Baker, 33-35 Reid St., Jardine House,

Hamilton, Bermuda; 809-295-4864
Domicile: Bermuda

obtain coverage without even a deposit pre-
mium. However, the others generally require
potential policyholders to invest funds before
they can purchase coverage.

And at least one of the facilities is no longer
totally policyholder-owned. The owners of
EXEL Ltd., parent of X.L. Insurance Co. Ltd.,
have sold about 66% of the company's stock to
the public (BI, April 13; March 30).

The facilities provide mainstream coverages
to their owners/members, including primary
and excess liability, directors and officers lia-
bility, property and workers compensation.
Others, though, provide more specialized lines
of insurance-like lenders liability, asbestos
abatement, home warranty and political risk-
to meet the specialized needs of policyholders.

The facilities hail from a wide range of dom-
iciles. In the United States, facilities are domi-
ciled in Arizona, Colorado, Delaware, Florida,
Illinois, Hawaii, Minnesota, Montana, Tennes-
see and Vermont. Offshore domiciles repre-
sented by the facilities include Barbados, Ber-
muda and the Cayman Islands.

Each individual listing provides information

Risks

Professional

liability

Limits

$250,000 per oc-
curence/$750,000

aggregate prirna-
ry; $5 million/
$5 million rein-

surance

Excess hospital $45 million

professional liability, excess
general liabililty
and umbrella

Accountants

professional
indemnity

Excess liability
and excess D&0

$5 million

pnmary or

$5 million excess

Excess liability:
$200 million
excess of

$100 million;

D&0: $50 million

excess of $25
million

Commercial gen- $1 million per
eral liability, occurrence/$3 mil-

including products lion aggregate;
and completed or$2 million per

operations occurence/$5 mil-

lion aggregate

General liabil-

ity, products,

auto liability,
workerscomp-
ensation

All-risk

property

D&0, bond, trust

department
E&0, lenders lia-

bility, combined
safe depository

$2 million

primary

$100 million

excess of

captive
retention

D&0: $5 million,

Bond: $6 million,

Trust & lenders:

$1 million,

Sate: $2 million

Firstpolicy

Policy lorm

June 1988

Claims-made

June 1990

Claims-made

June 1986

Claims-made

November 1985

Claims-made

1977

Claims-made

1980

Occurrence

June 1973

NA

1987

Claims-made

Access

Specific
brokers

Direct

MinetGroup
P.L.C.

Any non-U.S.
broker

Direct

Direct

Direct

All brokers

and

direct

about the facility's manager and the name, ad-
dress and telephone number of the person to
contact for additional information; the risks
the facility underwrites; the limits it provides;
the date the first policy was written and the
type of policy form used; how potential policy-
holders can gain access to the facility; pre-
mium volume in 1991 and estimated volume in

1992; assets as well as capital and surplus at
year-end 1991; the number of policyholders in
1991 and an estimate for 1992; and a descrip-
tion of the facility's policyholders.

The information on each facility was pro-
vided by the facility or its manager in response
to a Business Insurance questionnaire. Al-
though every effort has been made to report
complete and accurate information, Business
Insurance is unable to verify all the informa-
tion provided.

Readers should contact the person listed for
more information about each facility.

To be included in next year's survey, send
requests to Cynthia Bloom, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611-2590, or
call 312-280-3195.

Premium

volume

(in millions)
1991

1992(est.)

$14.0

$22.0

$36.7

$38.0

$11.3
$10.4

$257.4

$300.0

$14.0

$13.0

$28.0

$30.0

$21.7

$22.0

$3.0

$3.0

Number ot

1991 assets/ policyholders

Capital & surplus 1991

(in millions) 1992 (est.)

$35.0

$7.4

$50.4

$34.9

$1,610.6

$1,075.9

$19.0

$6.0

$40.0

NA

$35.7

$7.2

$9.7

$2.0

NA

NA

1,750

1,850

1,200

1,200

31

30

Continued on Page 29

35

35

28

30

20

22

28

28

Membership

Members of

American

Assn. of Oral &

Maxillofacial

Surgeons

Members of

American

Healthcare

Systems

Public

accounting
firms

423 All classes

460 of business

Chemical

distributors

and

manufacturers

Machinery and
chemical

manufacturers

and contractors

Industrial

companies
worldwide

Commercial

banks
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Facility

Management company

Contact name, address and phone

American Safety Risk Retention Group Inc.
Environmental Management Insurance Services
Lloyd Fox, 1900 The Exchange, Suite 450,
Atlanta, Ga. 30339; 404-916-1908
Domicile: Vermont

Associated Electric & Gas Insurance Services Ltd.

Aegis Insurance Services Inc.
Norman L. Cocanour, 700 Plaza Two, Harborside Financial

Center, Jersey City, N.J. 07311-3994; 201-915-7257
Domicile: Bermuda

Attorneys Liability Protection Society Inc.,
A Mutual Risk Retention Group
Sedgwick James Management Co. Inc.
Charles Steilen or Patricia Moore, P.O. Box 2151,

Spokane, Wash. 99210-2151; 800-367-2577
Domicile: Montana

4'k

Bankers Insurance Co. Ltd.

International Risk Management (Bermuda) Ltd.
Tony Coley, Belvedere Building, P.O. Box HM 660,
Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Beverage Retailers Insurance Co., Risk Retention Group
Victor O. Schinnerer & Co. Inc.

Richard J. Walk, 2 Wisconsin Circle,
Chevy Chase, Md. 20815; 301-961-9800
Domicile: Vermont

C.P.S. Insurance Co. Ltd.

International Advisory Services Ltd.
David Ezekiel, P.O. Box HM 1760,

Hamilton HM HX, Bermuda; 809-295-3688
Domicile: Bermuda

California Hospital Insurance Co., A Risk Retention Group
California Hospitals Affiliated Insurance Services
Jeff Souza, 11060 White Rock Road, Suite 210,
Rancho Cordova, Calif. 95670; 916-631-0333

Domicile: Hawaii

Casting Manufacturers Insurance Ltd.
Johnson & Higgins
Rochelle Simons, P.O. Box HM 1826,

Hamilton HM HX. Bermuda; 800-631-1124
Domicile: Bermuda

Chariots of Hire Risk Retention Group
The CIA Group
E. Richard Crebs, 176 Main St., Suite C,

St. Helena, Calif. 94574; 707-963-2400
Domicile: Anzona

Clinic Mutual Insurance Co. Risk Retention Group
Willis Corroon

Carolyn L. Green, 26 Century Blvd.,
Nashville, Tenn. 37214; 615-872-3365

Domicile: Tennesse6

College Liability Insurance Co., A Risk Retention Group
Sedgwick James Management Co. Inc.
Jeffrey Kissel, 841 Bishop St., Suite 2125,
Honolulu, Hawaii 96813; 808-545-2420
Domicile: Hawaii

Colorado School Districts Self-Insurance Pool

Self-Insurance Specialists Inc.
Sally Perske Arnold, 600 S. Cherry St., Suite 1205,
Denver, Colo. 80222; 303-393-0344
Domicile: Colorado

Consolidated Catholic Casualty Risk Retention Group
Skandia International Risk Management (Vermont) Inc.
George A. Chaffee, P.O. Box 64649,
Burlington, Vt. 05406-4649; 802-658-1474
Domicile: Vermont

Risks

Asbestos abate-

ment, environ-

mental exposures
combined with

general

liability

Excess liability,

workers compen-
sation, D&0,

fiduciary/

employee benefits

liability

Professional

liability

D&0 liability

Liquor liability

Workers compen-
sation, auto and

general

liability

Medical

malpractice

General liability

Livery,
commercial

auto

Medical pro-
fessional lia-

bility, general
liability, non-
owned and hired

auto liability ·

Comprehensive

general, auto
and educators

legal liability

Property, general
liability and auto

Excess and

D&0 liability

Limits

Highest limit:
$5 million per
occurrence/

$5 million

aggregate

$35 million

primary
(minimum S.I.R.

$200,000),
minimum D&0

S.I.R. for nuclear

risks: $1 million

$100,000 per
occurrence/

$300,000 aggre-
gate to $5 million
per occurrence/
$5 million

aggregate

$10 million

primaryor
excess

$1 million primary

$1 million per
occurrence/$3

million

aggregate

First policy
Policy form Access

March 1988

Claims-made

and

occurrence

1975

Claims-made,

occurrence for

workers

compensation

All brokers

All brokers

Premium

volume

(in millions)
1991

1992 (est.)

$273.0
$280.0

$4.5

$5.0

Business Insurance, July 13, 1992 / 29

1991 assets/

Capital & surplus
(in millions)

$1,716.0

$398.3

March 1988 Select $6.0 $9.3

brokers ** $7.5 $4.0
Claims-made

.

*.. . . .0. #: 0.4':'r .,17{.- i,r 6

May 1986

Claims-made

August 1988

Claims-made

and

occurrence

July 1980

Occurrence

$5 million primary April 1989

Claims-made

$1 million primary, 1982
$1 million excess

of $1 million Claims-made

$1 million primary

$1 million per
occurrence/

$3 million

aggregate, $1
million excess

of $1 million

$250,000 primary
or$9.8 million
excess of

$250,000

June 1989

Claims-made

January 1988

Claims-made

May 1991

Claims-made

and

occurrence

$500,000 primary, July 1981
$500,000 excess

of $500,000 Claims-made

$25 million

excess

July 1987

Claims-made

and

occurrence

Direct

All brokers

Select

brokers

Management
company

Direct

Clients'

brokers

Exclusive

All brokers

Direct

Direct

$10.7

$12.0

$4.1

%4.7

$10.6

$14.0

$6.2

$6.2

$5.1

$5.5

$1.8

$1.7

$0.8

$0.8

NA

NA

$3.4

$3.7

$9.5

$9.0

$87.3

$34.5

$11.8

$5.7

$20.0

$2.3

$10.0

$1.3

$14.0

$5.0

$34.6

$16.0

$6.1

$2.2

$3.8

$2.2

$8.1
$2.2

$6.0

$5.7

$3.9

$1.9

Number ol

policyholders
1991

1992 (est.)

2,500

3,200

500

575

670

800

292

300

11

12

94

94

40

39

38

60

14

20

8

8

Membership

Asbestos

abatement

contractors,

professionals

and building
owners

Electric and

gas utilities,
gas and oil

pipelines,
telephone

companies

Attorneys in
private
practice

21 Commercial

27 banks

Restaurants,

hotels, liquor
stores, taverns

and other alco-

hol beverage
retailers

38 Termite, pest
38 oontrol and

sanitation

consulting
firms

California

Assn. of Hospi-
tals & Health

Systems
members

Casting
manufac-

turers, pre-

dominantly in
Michigan

Taxi and

airport vans

117 Non-profit
120 community

health

care

dinics

Private U.S.

West Coast

colleges

Public school

districts

Catholic multi-

institutional

health care

systems

Continued on Page 30
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Guide to policyholder-owned facilities (continued from previous page)

Facility

Management company

Contact name, address and phone

Corporate Officers & Directors Assurance Holding Ltd.
ACE Insurance Management Ltd.
Charles Smith, P.O. Box 1015,

Hamilton HM DX, Bermuda; 809-295-5200
Domicile: Bermuda

Drayton Insurance Risk Retention Group Ltd.

Johnson & Higgins
Lawrence Cook, 70 Blanchard Road,

Burlington, Mass. 01803; 800-462-8788
Domicile: Vermont

ELSIP (Excess-of-Loss Self-Insurance Pool)
RISKCAP

Michael Murphy, 1571 Race St.,

Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

Energy Insurance Mutual Ltd.
Self-managed
Gene L. Weaver, 6200 Courtney Campbell Causeway,
Suite 270, Tampa, Fla. 33607; 813-287-2117
Domicile: Barbados

Engineers Liability Insurance Co. Ltd.
IAS (Barbados) Ltd.
William Tomlin, CGM Building,

Collymore Rock, Barbados; 809-436-8296
Domicile: Barbados

Evergreen USA Risk Retention Group Inc.
International Insurance Services Inc.

Richard A. Hartford or CIaire Marcoux, 655 Main St.,

Lewiston, Maine 04240; 207-784-4566
Domicile: Arizona

Exporters Insurance Co. Ltd.
BF&M Management Ltd.

Elizabeth Durrant, ACE Building, 30 Woodboume,
Hamilton HM 08, Bermuda; 809-292-6396
Domicile: Bermuda

Financiallnstitutions Reserve Risk Retention Group Inc.

Johnson & Higgins
Rich Grayson, 191 Peachtree St. N. E.,
Atlanta, Ga. 30303; 404-586-0000
Domicile: Vermont

Financial Services Mutual Insurance Co.,

A Risk Retention Group
Insurance EquitiesCorp.
Donna M. Pioppi, 490 California Ave., Suite 300,
Palo Alto, Calif. 94306; 415-324-8880
Domicile: Vermont

Florida Hospital Excess Trust Fund

Sedgwick James of Florida Inc.
Peter J. Brennan, P.O. Box 945155,

Maitland, Fla. 32794-5155; 407-875-5900
Domicile: Florida

Florida Hospital Trust Fund
Sedgwick James of Florida Inc.
Peter J. Brennan, P.O. Box 945155,

Maitland, Fla. 32794-5155; 407-875-5900

Domicile: Florida

Florida Hospital Workers' Compensation S.I.F.

Sedgwick Jamesof Florida Inc.
Peter J. Brennan, P.O. Box 945155,

Maitland, Fla. 32794-5155; 407-875-5900
Domicile: Florida

Food Processors Risk Retention Group
Johnson & Higgins
Sandra R. Shoffner, 1401 New York Ave. N.W.,

Washington, D.C. 20005; 202-628-4435
Domicile: Vermont

Risks

D&0 liability

Primary and ex-
cess directors,
trustees and

officers

liability

Limits

Up to $25 million

primary and
excess of

$5 million

$1 million to

$5 million primary,
$1 million to

$5 million excess

Firstpolicy

Policy torm

October 1986

Claims-made

April 1989

Claims-made

General liability $1 million primary July 1990

General and 0&0

liability

Professional

liability

General and

auto liability

Export credit
and political
risk

D&0 liability

Professional

liability

Excess hospital
professional
liability

Hospital profes-
sional liability

General: $75

million excess

of $25 million,

D&O: $50 million

excess of $25
million

$1 million

(minimum S.I.R.
$10,000)

$1 million primary

$5.7 million

primary

Occurrence

July 1986

Claims-made

December 1987

Claims-made

November 1989

Occurrence

March 1990

Occurrence

$20 million July 1988

primaryor
$20 million excess Claims-made

$100,000 per
occurrence/

$200,000 aggre-
gate, $250,000/
$500,000,

$500,000/

$1 million, $1

million/$2 million

May 1989

Claims-made

$10 million excess April 1985

$250,000 per
occurrence/

$1 million

aggregate

Workers compen- - Statutory
sation

Products liability $10 million

primary

Claims-made

April 1975

Claims-made

September 1977

Occurrence

April 1988

Occurrence

Access

Any non-U.S.
broker

All brokers

Restricted

All brokers or

direct

Direct

or

offshore

brokers

Direct

All brokers

Direct

Direct

Direct

Direct

Direct

Direct

Premium

volume

(in millions)
1991

1992 (est.)

$31.1

$35.0

$38.4

$43.0

$1.5

$2.4

$10.2

$11.0

$0.2

$0.3

$0.5

$0.8

$0.4

$0.5

$2.6

$2.5

$1.2

$2.0

$1.4

$1.5

$7.0

$8.5

$7.8

$4.0

$5.0

$5.0

%]5%1: ''

1991 assets/

Capital & surplus

(in millions)

$407.1

$208.1

$244.5

$141.7

$14.0 .

$12.5

$73.8

$58.0

$55.0

$20.0

$30.0

$12.0

$20.0

NA

$3.4

$2.5

$1.1

$0.6

$0.3

$0.3

$1.7

$1.0

$1.4

$0.6

$1.7

$1.0

Number of

policyholders
1991

1992 (est.)

1,500

2,200

93

103

124

190

160

175

35

35

14

20

21

25

32

32

17

16

28

32

23

25

2

2

Membership

172 All classes

185

Federal or

state-char-

tered financial
institutions

Colorado

school

districts

Electric and

gas utilities

Engineers
(civil, electrical,

mechanical,

structural) and
architects

For-profit,

privately
owned U.S.

campgrounds

Major multi-
national

exporters and
banks

involved in

trade finance

Regional bank
holding

companies

Financial

planners,
investment

advisers

and money
managers

Private, not-

for-profit

and govern-
ment hospitals

Private, not-

for-profit
and govern-
ment hospitals

Private, not-

for-profit and
government

hospitals

Food

processors

Contimled on Page31



Guide to policyholder-owned facilities (continued from previous page)

Facility

Management company
Contact name, address and phone

Forest Insurance Ltd.

International Risk Management (Bermuda) Ud.
Graham Brige, Belvedere Building, P.O. Box HM 660.
Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Hopewell International Insurance Ltd.
International Risk Management (Bermuda) Ltd.
Anna Summers, Belvedere Buildihg, P.O. Box HM 660,
Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Hospital Underwriting Group Inc.
Hug Services Inc.
Kenneth W. Smith, 25 Century Blvd., Suite 300,
Nashville, Tenn. 37214-3688; 615-885-5333
Domicile: Tennessee

Housing Authority Property Insurance
Yankee Captive Management Co.
John Salisbury, P.O. Box 189,
Cheshire, Conn. 06410; 203-272-8220
Domicile: Vermont

Housing Authority Risk Retention Group Inc.
Yankee Captive Management Co.
John Salisbury, P.O. Box 189,
Cheshire, Conn. 06410; 203-272-8220
Domicile: Vermont

IARW Insurance Co. Ltd.

Atlantic Security Ltd.
Richard J. Witkowski, P.O. Box HM 2078,
Hamilton HM HX, Bermuda;809-295-5425
Domicile: Bermuda

ISBA Insurance Risk Retention Group Inc.
Self-managed

David Taylor, 20 S. Clark St., Suite 910,
Chicago, 111. 60603; 312-726-4226
Domicile: Illinois

Independent Laboratories AssuranceCo. Ltd.
International Advisory Services Ltd.

David Pickering, P.O. Box HM 2274,
Hamilton HM JX, Bermuda; 809-295-3688
Domicile: Bermuda

Ironworking Contractors Insurance Program
Mutual Risk Management Ltd.
Richard C. Holton, 1850 Craigshire, Suite 102,
St. Louis, Mo 63146; 314-469-2184
Domicile: Bermuda

Joint School District Workers Compensation
Self-Insurance Pool

RISKCAP

Michael Murphy, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

MPC Insurance Ltd.

Johnson & Higgins

Julie S. Boucher, 7 Burlington Square, P.O. Box 530,
Burlington, Vt. 05402-0530; 802-864-5912
Domicile: Vermont

MEDMARC Insurance Co. Inc.

Hamilton Resources Corp.
Thomas KonopkaorCaroline Thompson, P.O. Box 1190,
Fairfax, Va. 22030; 703-273-1995

Domicile: Vermont

Risks

Excess umbrella

liability

Limits

Maximum treaty
capacity to

$10 million per
occurrence and

in aggregate

Property and Unlimited

marine insurance

Hospital general

liability and

professional

liability

$25 million
excess of

$5 million

Liability insurance Blanket
ooverages

Liability

Legal liability

Professional

liability

Professional

liability

$5 million

primary

$1 million

primary

$100,000 per
occurrence/

$300,000 aggre-
gate to$5 mil-
lion per oocur-

rence/$5 million

aggregate

$1 million

primary

Workerscompen- $1 million
sation, general pnmary

liability
and auto liability

Workers compen- Statutory
sation

Professional

liability

Product liability

$10 million

primary, $5 million
excessof$10
million

$5 million

primary

First policy
Policy form

January 1980

Claims-made

and

occurrence

1963

NA

June 1975

Claims-made

August 1988

Occurrence

June 1987

Claims-made

and

occurrence

1973

Occurrence

November 1988

Claims-made

1976

Claims-made

December 1988

Occurrence

July 1986

Occurrence

September 1987

Claims-made

January 1979

Claims-made

Access

ARM Corp.

Direct

All brokers or

direct

Direct

Direct

Direct

Direct

Direct

Direct

Restricted

NA

All brokers

Premium

volume

(in millions)
1991

1992 (est.)

$125.0

$135.0

$20.2
$23.0

$17.6
$19.2

$0.6

$0.7

$300

$33.0

$3.2

$3.0

$5.2

$6.0

$7.6
$8.8

$4.6

$4.0

$5.0

$5.5

$3.4
$3.5

$2.5

$2.8

$2.3

$2.0
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1991 assets/

Capital & surplus
(inmillions)

$24.0

$9.0

$124.3
$27.8

$55.8

$23.8

$13.2

$4.5

$47.6
$17.7

$108.5

$34.6

$6.2

$3.8

$4.4
$2.0

$5.8

$0.5

$6.8

$0.8

$7.5
$4.6

Number of

policyholders
1991

1992 (est.)

4,000

4,500

525

550

268

285

91

110

145

150

9

10

13

13

21

23

52

55

14

16

8

9

Membership

Forestprod-
ucts industry

Multinational

companies, in-

cluding petro-
chemical, food
manufactur-

ing, banking,
pharmaceuti-

cal, metal work-

ing

For-profit and
not-for-profit
multi-state

hospital
systems

Public housing
authorities

Public housing
authorities

Members of

the Intema-

tional Assn.

of Refrigerated
Warehouse-

men

Members of
the Illinois

State Bar

Assn.

Independently
owned testing
laboratories

in various

disciplines

Members

of the

Union of Iron-

working
Contractors

4 Colorado

4 school districts

Law firms

Manufacturers

and distributors

of medical

devices and

clinical

laboratory

products

Continued on Page 32
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Guide to policyholder=owned faci|iles,cont,nued,romprew,ouspage,

Facility

Management company

Contact name, address and phone

Mental Health Risk Retention Group Inc.

Skandia International Risk Mangagement Inc.
George A. Chaffee, P.O. Box 64649,

Burlington, Va. 05406-4649; 802-658-1474
Domicile: Vermont

Midwestern Liability Insurance Risk Retention Group
Lockton Risk Services of Colorado

Steve Eginoire, 1900 W. 75th St.,
Prairie Village. Kan. 66208; 913-676-9150
Domicile: Colorado

National Dental Mutuallnsurance Co., A Risk Retention Group
ALTIS Services Inc.

Robert B. Unn, Shand Morahan Plaza,

Evanston, 111. 60201; 708-866-0872

Domicile: Colorado

National Guardian Risk Retention Group Inc.

Willis Corroon/Advanced Risk Management Services
Shane Knotts, P.O. Box 305024,

Nashville, Tenn. 37230-5024; 615-872-3200
Domicile: Tennessee

New Providence Mutual Ltd.

Allendale Management Co. Ltd.
Jan Moniz, Skandia International, P.O. Box HM 2062,

Hamilton, Bermuda; 809-295-2185
Domicile: Bermuda

Non-Profits Insurance Assn., An Interinsurance Exchange
Berkley Risk Services Inc.

Fred Mauck, 1401 W. 76th St.,

Minneapolis, Minn. 55423; 612-861-8600
Domicile: Minnesota

Nuclear Electric Insurance Ltd.

Self-managed
Quentin Jackson, 1201 Market St., Suite 1200,

Wilmington, Del. 19801; 302-888-3000
Domicile: Bermuda and Delaware

Nuclear Mutual Ltd.

Self-managed
Quentin Jackson, 1201 Market St; Suite 1200,

Wilmington, Del. 19801; 302-888-3000

Domicile: Bermuda and Delaware

Oil Casualty Insurance Ltd.

Oil Management Services Ltd.
K Doyle Stephens or Jon King, ACE Building,
30 Woodboume Ave., Pembroke HM 08, Bermuda;
809-295-0905

Domicile: Bermuda

Oil Insurance Ltd.

Oil Management Services Ltd.

K. Doyle Stephens or Ronald C. Massey, ACE Building,
30 Woodboume Ave., Pembroke HM 08, Bermuda;
809-295-0905

Domicile: Bermuda

PAR Ltd. Program
Mutual Risk Management Ltd.
Chuck H. Stamey, Community Corporate Center,
445 Hutchinson Ave., Columbus, Ohio 43235; 614-888-4869
Domicile: Bermuda

Primex Ltd.

Johnson & Higgins
Anderson Marshall, Alleyne House, White Park Road,
Bridgetown, Barbados; 809-436-9929
Domicile: Barbados

Risks

General,

professional,
and D&0

liability

General

and auto

liability

Dental medical

malpractice

Medical

malpractice

All-risk

property

Non-profit 501 (c)

organizations

Excess properly
and business

interruption on

nuclear power
stations

All-risks property
for nuclear

utilities

Umbrella

general liability
and D&0

Property, well

control, pollution
liability and
marine hulls

Professional

liability

Auto, general and
employer liability,
products and

completed

operations

Limits

$1 million

primary

$1 million

primary

Primary: $1
million per
occurrence/

$3 million

aggregate

Primary: $1
million per
occurrence/

$3 million

aggregate

$5 million

primary

$1 million primary,
$5 million excess

of $1 million

$364 million

business in-

terruption; $1.25
billion excess

of $500 million

property

$500 million

primary

Umbrella: $100
million excess of

$20 million; D&0:

$50 million excess

of $20 million

$150 million
excess of

at least

$1 million

$5 million

primary

GL, products &

completed opera-
tions: $6 million;

Employer liability:
$10 million; Auto:

$10 million excess

of $7 million

Firstpolicy

Policy form

January 1988

Claims-made

May 1988

Claims-made

and occurrence

January 1988

Claims-made

January 1988

Claims-made

1980

NA

December 1989

Occurrence

September 1980

Claims-made

and occurrence

January 1973

Occurrence

June 1986

Claims-made

January 1972

Occurrence

December 1986

Claims-made

July 1986

Claims-made

Access

All brokers

Direct

All brokers

or direct

Direct

All brokers

or direct

Appointed
agents

Direct

Direct

Bermuda

brokers or

direct

Bermuda

brokers or

direct

Direct

Offshore

brokers

Premium

volume

(in millions)
1991

1992 (est.)

$173.0

$190.0

$80.0

$83.0

$0.1

$0.1

$18.1

$34.6

$212.5

$204.0

$13.0

$15.5

$0.5

$0.6

$4.0

$5.0

$0.7

$1.8

$3.2

$3.4

$8.0

$9.0

$2.4

$2.5

1991 assets/

Capital & surplus
(inmillions)

$24.0

$24.0

$11.6

$9.6

$1,700.0

$1,500.0

$700.0

$650.0

$246.5

$150.1

$1,389.5

$618.2

$35.4

$20.0

$46.0

$18.5

$1.7

$1.3

$3.0

$2.1

$5.3

$1.0

$3.5

$1.6

Numberol

policyholders
1991

1992 (est.)

200

200

144

400

121

140

49

49

70

70

22

22

80

85

Waste

management

companies

330 Dentists

450

39

42

5

8

4

4

Membership

Members of
Mental Health

Council of

America or

National Coun-

cil of Commu-

nity Mental
Health Centers

Emergency
room physi-
cians

Commercial

and industrial

property
business

Social

service

organizations

Electric utility
companies

Electric utility
companies

Petroleum

industry

Petroleum

industry

Large,
regional U.S.
and Canadian

nsurance

agencies and
their affiliates

17 Chemicaland

21 allied indus-

tries

Continued on Page 33
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Facility

Management company

Contact name, address and phone

Professional Liability Insurance Co.

Hug Services Inc.
Kenneth W. Smith, 25 Century Blvd., Suite 300,

Nashville, Tenn. 37214-3688; 615-885-5333
Domicile: Tennessee

Quail Street Casualty Ltd.

Quail Street Management Ltd.
MarkG. Moffat, P.O. Box HM 1088,

Hamilton HM EX, Bermuda; 809-292-2582
Domicile: Bermuda

Railroad Assn. Insurance Ltd.

International Risk Management (Bermuda) Ud.
Margaret Turner, Belvedere Building, P.O. Box HM 660,
Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

The Risk Exchange Assn.
Skandia International Risk Management Ltd.
Robert J. Rosser, P.O. Box HM 2062,

Hamilton HM HX, Bermuda; 809-295-2185
Domicile: Bermuda

Sargasso Mutual Insurance Co. Ltd.

Johnson & Higgins
Eugene Carmichael, P.O. Box HM 1826,
Hamilton HM HX, Bermuda; 809-292-4402

Domicile: Bermuda

Sporting Arms Insurance Ltd.
International Advisory Services Ltd.
David Pickering, P .O. Box H M 1760,
Hamilton HM HX, Bermuda; 809-295-3688
Domicile: Bermuda

States Self-Insurers Risk Retention Group Inc.
Berkley Risk Services Inc.
Timothy M. Habeck, 5555 Triangle Parkway, Suite 200,
Norcross, Ga. 30092; 404-368-8848

Domicile: Georgia

Structural Engineers Insurance Ltd.
International Advisory Services Ltd.
David Ezekiel or David Lampit, P.O. Box HM 1760,
Chevron House, 11 Church St., Hamilton HM HX, Bermuda;

809-295-3688

Domicile: Bermuda

Technologies Assurance Risk Retention Group Assn. Inc.
Sedgwick James Management Co. Inc.
Richard E. Schoneman, Route 100 at Colbyville Road,
P.O. Box 480, Waterbury, Vt. 05676-0480; 802-244-5852
Domicile: Vermont

Terra Insurance Ltd.

CFM Insurance Managers Ltd.
Simon Scupham, Reid House 31, Church Street,
Hamilton HM 12, Bermuda; 809-292-6424
Domicile: Bermuda

Tortuga Casualty Co.
International Risk Management (Cayman) Ltd.
Roger Phelps, British American Tower, P.O. Box 69,
Grand Cayman, B.W.I.; 809-949-0155

Domicile: Grand Cayman

Transportation & Railroad Assurance Co. Ltd.
International Risk Management (Bermuda) Ltd.
Margaret Turner, Belvedere Building, P.O. Box HM 660,
Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Risks

Medical

malpractice

Workers compen-
sation, labor

relations, ocean

marine cargo
and strike

nsurance

Railroad and

transit operations

excess liability

Property, casualty,
marine

D&0 liability

Limits

$1 million per
occurrence/

$3 million

aggregate

primary

Various

First policy

Policy form

January 1988

Claims-made

1979

Claims-made

and

occurrence

$50 million per May 1986
occurrence excess

of $50 million Notice of

or appljcable occurrence

underlying
insurance

Property and ma-
rine: $2.3 million

primary;

Casualty: $2 mil-
lion excess of

$500,000

Primaryor
excess: $5

million,

$10 million

or $15 million

Product liability $1 million

for firearms primary
manufacturers and

importers

Auto, general,
public
officials, law

enforcement

liability

Professional

liability

$10 million
excess of

S.I.R. of at least

$250,000

$1 million

pnmary;

$1 million excess

of $1 million

General liability, $1 million per

including products occurrence/
and completed $1 million or

operations $2 million

aggregate

Professional $1 million per
and environ- occurrence/

mental impairment $1 million

liability aggregate

Excess liability

Railroad and

transit operations
excess liability

$50 million
excess of

$25 million

February 1984

Claims-made

or occurrence

1986

Claims-made

June 1986

Claims-made

July 1988

Claims-made

1986

Claims-made

November 1989

Occurrence

1971

Claims-made

January 1986

Claims-made

$50 million per June 1987

occurrenoe excess

of $50 million Notice of

or applicable occurrence

underlying
insurance

Access

Direct

All brokers

or direct

Direct

All brokers

or direct

Direct

Direct

All brokers or

direct

Direct

Direct

All brokers or

direct

All brokers

or direct

Direct

Premium

volume

(in millions)
1991

1992 (est.)

$2.7

$3.2

$12.8
NA

$4.3

$50

$2.0

$2.3

$0.9

$1.0

$3.3

$3.0

$4.5
$6.4

$2.6

$28

$1.2

$1.2

$0.6

$0.8

$7.8
$8.0

NA

$9.4

1991 assets/

Capital & surplus

(in millions)

$14.1

$7.3

$18.8

$7.0

$27.3

$25.7

$13.5

$10.4

$34.4

$6.6

$6.0

$3.3

$7.6

$3.0

$3.6

$1.6

$4.7

$4.4
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NA

NA

NA

NA

NA

NA

Number ol

policyholders
1991

1992 (est.)

500

600

90

110

12

14

42

40

16

18

16

18

11

11

Membership

Hospitals,

physicians
and surgeons

150 Members of

160 the Westem

Growers

Assn.

15 Railroad com-

15 panies and
mass transit

operations

Captive insur-
ance compa-

nies that re-

insure each

other's

parent-related
exposures

Mutual life

insurance

companies
domiciled in

the United

States and

Canada

Sporting arms
manufacturers

and importers

Public entities:

cities, counties
and school

districts

Structural

engineering
firms with

more than

$1.5 million

in annual

billings

22 Members of

25 the Assn.

for Manufac-

turing Technol-
ogy

8 Members of

12 Assn. of Soil

and Foundation

engineers

18 Various

21

Railroad com-

panies and
mass transit

systems

Continued on Page 34
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Facility

Management company
Contact name, address and phone

United Educators Insurance Risk Retention Group Inc.
United Insurance Management Co./Marsh & McLennan Cos. Inc.
Arthur Broadhurst, 2 Wisconsin Circle, Suite 1040,

Chevy Chase, Md. 20815; 301-907-4908
Domicile: Vermont

United Insurance Co.

International Risk Management Cayman) Ltd.
Roger Phelps, British American Tower, P.O. Box 69,
Grand Cayman, B.W.I.; 809-949-0155
Domicile: Grand Cayman

The Water, Wastewater& Process Equipment Manufacturers
Insurance Co.

AIG Captive Management Co. Inc.
John P. Giesen Jr.,1233 ShelbLrne Road,

South Burlington, Vt. 05403; 802-658-9405
Domicile: Hawaii

Western Pacific Mutual Insurance Co.,

A Risk Retention Group
RISKCAP

Michael Murphy, 1571 Race St..
Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

X.L. Insurance Co. Ltd.

Self-managed

Robert J. Cooney or James J. Ansaldi, Cumberland House,
1 Victoria St., Hamilton HM 1 1, Bermuda; 809-292-8515
Domicile: Bermuda

7

Risks

Educators legal
liability, general
excess liability
and ERISA em-

ployee benefits
liability

Casualty

General liabilty,
product and
pollution

liability

10-year new

home warranty

Excess general

liability, D&0
and professional
liability

Limits

$10 million

primary;

$25 million
excess of

$1 million

$1.5 million

primary;

$5 million

excess

$1 million CSL

primary; $4 million
excess of $1 mil-
lion CSL

Home value

General liability:
$100 million ex-

cess of $25 million;

Professional: $25
million excess of

$25 million; D&0:

$20 million excess

of $20 million

First policy

Policy form

June 1987

Claims-made

and

occurrence

1976

Claims-made

and

occurrence

1989

Occurrence

July 1990

Occurrence

April 1986

Occurrence

reported

Access

All brokers

All brokers

or direct

All brokers

Warranty
administrator

Bermuda

brokers

Premium

volume

(in millions)
1991

1992 (est.)

$21.9

$24.5

$115.0

$104.0

$406.0

NA

$1.6

$2.2

$0.6

$1.0

1991 assets/

Capital & surplus

(in millions)

$16.2
NA

$215.0
$13.5

$2,730.0

$1,370.0

$1.5
$1.1

$2.5

$0.9

Number of

policyholders

1991

1992 (est.)

1,500

NA

600

NA

Membership

604 Educational

680 institutions

75

78

Various

15 Manufacturers

18

Home con-

struction

and sales

Large liabiity

exposures in

all types of
industries and

financial

institutions



Insurance industry
officials challenged
to improve ethics

By MARK A. HOFMANN

PHILADELPHIA-The insur-

ance industry must do more to
help raise the ethical awareness
of not only its own employees
and agents but also of society as
a whole, says a nationally known
ethics consultant.

And, the American Institute

for Chartered Property & Ca-
sualty Underwriters and the In-
surance Institute of America

have a key role to play in this
effort, according to Gary Ed-
wards, president of the Ethics
Resource Center.

"If you don't make it happen,
who will?" he asked during the
annual meeting of the institutes'
board of trustees in Philadelphia
late last month.

Based in Washington, the Eth-
ics Resource Center is a 15-year-
old non-pr6fit, non-partisan and
non-sectarian education organi-
zation that develops materials
for ethics education.

"How did we get to where we
are now?" Mr. Edwards asked,
citing problems like a surge in
both violent and white-collar

crime and ethical lapses in busi-
ness manifested by problems like
repeated cost overruns on gov-
ernment contracts.

He explained that before

World War II, the United States
consisted of numerous small

communities. Whether rural vil-

lages, neighborhoods or ethnic
enclaves within large cities,
these communities reinforced

moral values. Multigenerational
families promoted traditional
values, which were reinforced by
churches and synagogues.

But now, "there is broad evi-
dence of a decline" in ethics, he
said.

"Foremost among the many
causes of this decline is the dis-
solution of the moral commu-

nity," Mr. Edwards said. Fami-
lies have fragmented, religion
has lost influence, schools shy
away from values instruction
and the shared values that

marked an earlier America have

disappeared.
"What can the insurance in-

dustry do about a problem whose
roots lie in deep changes in our
society?" Mr. Edwards asked his
audience, which consisted

largely of insurance company ex-
ecutives.

Groups like the Society of
CPCU have held ethics aware-
ness seminars and discussions

during the past few years (BI,

Oct. 8, 1990).
But despite that type of effort,

Mr. Edwards said that many in-

surers may be sending another
message unintentionally to their
employees. Insurers may be inad-
vertently telling employees who
find themselves confronted with

ethical dilemmas, "You're on
your own."

It is an inadvertent message
stemming from the belief that if
someone is a good person and a
solid professional, that person
will automatically know what to
do when faced with an ethical

question.
Formal ethics programs pro-

vide some help, including corpo-
rate codes of ethics and manage-
ment educational programs
about ethics, Mr. Edwards said.

'If you don't make it
happen, who will?'
Mr. Edwards asks

insurance industry
executives.

Simply staying within the law
is not enough. "Think of the law
as a floor in your industry. The
floor provides minimal beha-
vioral standards," he said, advis-
ing corporations to strive for a
higher ethical ceiling.

Mr. Edwards cited as an exam-

ple of this higher ethical stan-
dard the response by Johnson &
Johnson Products Inc. to the Ty-
lenol poisonings in 1982.

Hundreds of J&J employees
had to make nearly instantane-
ous decisions about recalling
millions of b6ttles of painkillers
in the face of several deaths at-

tributed to product tampering.

Yet everyone involved decided
that the product must be re-
called, even when they could not
reach senior managers to sign off
on their decision, Mr. Edwards
noted.

Company executives attri-
buted this ethically correct re-
sponse to the company's credo,
which put the welfare of custom-
ers ahead of its own financial

welfare, Mr. Edwards said. The
credo, initially drawn up in reli-
gious language by the company's
founder, had been restated in a
secular but effective way by
teams of employees all over the
world, he said.

Mr. Edwards said that insurers

also must get involved with their
communities-to improve the
moral qualities of tomorrow's
employees. This would include
ethics education in the schools,
he said.

"Only when we tend to the
moral development of our chil-
dren" will today's ethical prob-
lems be resolved effectively, he
said.

Mr. Edwards suggested a spe-
cial charge for the two insurance
institutes: researching what are
the most critical ethical prob-
lems facing insurance industry
employees.

The research should try to an-
swer questions like whether and
why people "feel pressured to
violate industry norms," he said.

He also called upon the insti-
tutes to prepare handbooks on
ethical matters, educate insur-
ance industry employees about
the ethical issues they confront
and devlop "train the trainer"
programs in which key employ-
ees would receive ethics educa-
tion and then train others. m
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Record

number

of new

CPCUs
By MARK A. HOFMANN

PHILADELPHIA-The 1992

graduating class of Chartered
Property & Casualty Un-
derwriters is likely to be the big-
gest in history.

Perhaps as many as 2,500 new
CPCU designations will be con-
ferred in 1992, said Norman A.
Baglini, president of the Mal-
vern, Pa.-based American Insti-

tute for Chartered Property &
Casualty Underwriters, which
confers the CPCU designation.

Mr. Baglini also is president of
the Insurance Institute of

America, which offers 17 certifi-
cate or designation programs in
specialized areas of property/ca-
sualty insurance.

The previous record for new
CPCU designees was 2,054, set in
1989.

The CPCU designation is gen-
erally recognized as the highest
professional designation offered
in the property/casualty insur-
ance industry. Successful candi-
dates must pass 10 national ex-
aminations dealing with
different aspects of property/ca-
sualty insurance and adhere to a
rigid code of ethics.

However, the institutes are not
Continued on nextPage

At Busitiess histinitice, we consider it essential to examine all the parts of the conimercial insurance niarketpla i and then plit thi whole ston, into
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market will include profiles of both the 10 largest U.S. surplus lines insurers and the 10 largest insurance wholesalers .. plus invaluable directories listing
surplus lines insurers and wholesalers, as well as excess liability insurers and more.

Placed in this powerful environment, your ad will be seen by more than 148,000* of the industn"s most important decision-makers. So reserve yourid
space today. Because advertising in 81 gives Your customers the details thev need to sce the whole picture,

*lnelude. paw-along readership

Spotlight Report on Surplus Lines
Publishing: August 17 • Ad Closing: August 4

Ne,v York: 212/210-0228•Fax: 212/210-(1704 • Chic.igo: 31 2/649-5276 · Fax: 312'280-3189 · Los Anselcs: 213/651 -3710· Fax: 213/655-8157

Business

Coverage Guaranteed



36 / Business Insurance, July 13, 1992

Get the advantages of Vermonfs largest
and most experienced independent

captive manager. Full service from
formation to operation, regulatory
reporting, accounting. rein-
surance, investment. Exclusive
providers of the most comprehen-
sive and timely financial reporting

available. Plus the choices and cost

savings available only through an
independent.

H. Uncotn Miller, CEO Michael T. Rogers. COO
Experts in alternative market mechanisms, Prime Movers of low.

Vermont Insurance Management
P.O. Box 306, Montpelier, Vermont 05601

Graduates
Continued from previous page
without their challenges this
year, Mr. Baglini noted during
the institut« annual meeting in
Philadelphia late last month.

Despite the probability of a
record number of new CPCUs,
one of those challenges is over-
coming a "fear of failure" among
insurance professionals who take
courses offered by the institutes.

Mr. Baglini noted that more
than 40,000 people last year re-
ceived a failing grade on either
CPCU or IIA examinations.

"*LI has a unique
expectation of its
underwriters. That

is, to underwrite.

' „,,: 9..

M ost of us who
manage RIl

regional offices came from
highly structured insurance
environments. Rising through
the ranks, we became

increasingly insulated from
the real action. Like going
one-on-one with the risk,

and bringing our talents and
instincts to bear as sleeves-up
underwriters.

It's different at RLI. Our

office managers oversee
processing, collection,
technical staff and clerical

duties, so the underwriters
are available when brokers

call. And that's the whole

idea behind responsive
underwriting.

This entrepreneurial
arrangement works well for
RLI. And for our brokers.

Consider the comments of

Derek J. Repath, of Repath
Associates in Nashville, TN:

66 r'- .
KU is there when needed,

always exhibiting firm

professionalism. The

Company's underwriters

understand exposure,

asking the right questions

at the right time and

yielding logical decisions.

With a barometric grasp

of the marketplace,

they know when to be

competitive. This efficiency

translates into binding

business. Above all, RLI's

underwriters are real people

who add that personal

touch to doing business.

James D. Steeves, CPCU
Vice President

RLI Midwest Regional Office
St. Paul, MN

"It is impossible to estimate
the number of individuals who

dropped out of class or who ter-
minated their independent study
program prior to the examina-
tion," he said.

Fifty-three percent of the
CPCUs who graduated between
1987 and 1992 failed at least one

of the 10 examinations they must
pass before receiving the desig-
nation. Since 1978, only 23% of
the people who have entered the
CPCU program have received the
designation.

Rather than looking to the in-
stitute to lower its standards for

Our agility lets us provide
essential service at the front of

of the transaction. Typically, a
broker can get right through
to us. We aren't tied up in
meetings or administrative
detail. The decks are cleared

for underwriting.

And the ability of our under-
writing staff is extensive. Hiring
underwriters with 10-15 years
of experience is really RLI's
strong suit. We can evaluate
unique risks by drawing on
our diverse experience.

Exceptional underwriting
experience and the availability
of underwriting resources are
two of the most important
ingredients in customer
service. Anyone using a recipe
without them will find very
few diners at the table.

RLI 9025 N. Lindbergh Drive Peoria, IL 61615
800/445-5468

conferring the CPCU designa-
tien, Mr. Baglini urged his audi-
ence "to help students to over-
come the fear of failure. We must
establish an environment that

stimulates interest in, and guides
progress through, various pro-
fessional development pro-
grams."

Mr. Baglini also noted that
during the institutes' academic
year, which will end this month,
the institutes expect they will
have graded 136,355 essay exam-
inations for all of the courses

they offer. That represents a
slight 0.6% decline from last
year's all-time high. He attri-
buted this drop to downsizing in
the insurance industry.

The number of CPCU exami-

nations graded will actually rise
by about 5%. The number of ex-
aminations for IIA courses of-

fered on a semester basis are

projected to drop by only 0.5%.
But the number of exams in IIA

courses that do not have prede-
termined examination dates

dropped by 17.5%.
"This most likely reflects the

lack of new hiring in the indus-
try-the source of most students
in these programs," he said.

Mr. Baglini also offered a list
of issues that the institutes

should address in the future.
These include:

• Whether courses should put
more emphasis on loss preven-
tion.

• What role the institutes

should play in international risk
management and education.

"If every employer here today
set a higher standard of educa-
tion, ethics and performance
next year, and an even higher
standard the year after next, our
business's level of professional-
ism, knowledge, integrity and
service would improve along
with the reality," Mr. Baglini
said.

"When any insurance people
are less than professional, all of
us appear to be less than profes-
sional. What each individual in
the business does, or fails to do,
reflects on the business as a
whole."

Mr. Baglini's remarks came
during the 50th anniversary
commemoration of the AICPU's

founding. The non-profit educa-
tional organization was founded
on April 11, 1942, at the Univer-
sity of Pennsylvania's Wharton
School of Business in Philadel-

phia. It moved to its present 10-
cation in 1973.

"The founding of the American
Institute 50 years ago was per-
haps the first successful joint ef-
fort of the entire property/ca-
sualty insurance industry, where
the goal of professionalism
caused stocks and mutuals, fire
and casualty companies to join
together. The CPCU designation
is concrete evidence of the last-

ing impact of the power of peo-
ple united for a cause," he said.

In addition to the CPCU pro-
gram, the institutes offer 13 as-
sociate designation programs
and four certificate programs.
More than 160,000 individuals

currently are studying for desig-
nations or certificates.

Mr. Baglini also called atten-
tion to a new program the insti-
tutes launched this spring. The
four-week Advanced Executive

Education Program, co-spon-
sored by the Wharton School,
targets senior insurance industry
executives.

Forty-four executives attended
the first two-week session in

March, and 95% of the partici-
pants said they would recom-
mend the program to others, Dr.
Baglini said. I



Dalebook

JULY

JULY 20-21. Total Quality in Finan-
cial Services program in Chicago,
sponsored by the International Quality
& Productivity Center; $995. Jean
O'Toole, 201-783-4403.

JULY 20-22. Environmental Regula-
tion Course in Minneapolis and At-
lanta, sponsored by Executive Enter-
prises Inc., $1,090. Also Aug 3-5 in
Portland, Ore., and Las Vegas, Nev.;
Aug. 10-12 in Charleston, S.C.; Aug.
11-13 in Baltimore; Aug 17-19 in San
Francisco; Aug 24-26 in Birmingham,
Ala.; Sept. 9-11 in Novi, Mich., San
Diego, Chicago and Washington. Exec-
utive Enterprises Inc., 22 W. 21st St.,
New York, N.Y. 10010-6904; 800-831-
8333,212-645-7880.

JULY 20-22. Practical Environmen-

tal Regulation Course in Minneapolis
and Atlanta, sponsored by Executive
Enterprises Inc.; $1,090. Executive En-
terprises Inc., 22 W. 2lst St., New York,
N.Y. 10010-6904; 800-831-8333; 212-
645-7880.

JULY 20-24. Preventive/Predictive

Maintenance for Facilities: The In-

frared Solution course in Sacramento,
Calif., sponsored by American Risk
Management Corp.; $1,295 for five
days; $1,195 for four days; $995 for
three days. Also Sept. 21-25 in Atlanta.
American Risk Management, 1 Inde-
pendent Place, Suite 500,4807 Rockside
Road, Cleveland, Ohio 44131; 216-447-
1600.

JULY 22-24. Managing Member Ser-
vices in the Customer Focused

Health Maintenance Organization
conference in San Francisco, sponsored
by the Group Health Assn. of America;
$595 for GHAA members; $695 for non-
members. GHAA, Department 0612,
Washington, D.C. 20073-0612; 202-778-
3228.

JULY 22-24. Second Annual Colo-

rado Assn. of Captive Entities Con-
ference in Denver; $175 for CACE
members; $225 for non-members; $350

for exhibitors; $135 for additional regis-
trants or exhibitors from the same com-

pany. Colorado Assn. of Captive En-
tities, 1775 Sherman, Suite 1600,
Denver, Colo. 80203; 303-863-7700.

JULY 23-24. 16th Symposium on
Directors& Officers Liability in Chi-
cago, sponsored by The Wyatt Co.; $795;
$695 for each additional registrant from
the same company location. Mary Maze,
The Wyatt Co., 303 W. Madison, Suite
2400, Chicago, Ill. 60606-3308; 312-704-
2719.

JULY 26-AUG. 7. The Executive Pro-

gram in New York City, sponsored by
the College of Insurance; $2,495 for col-
Rge sponsors; $2,795 for others. The
ollege of Insurance, Professional Pro-

grams, 101 Murray St., New York, N.Y.
10007; 212-815-9201.

JULY 27-29. The 1992 Benefits Con-

ference for Public Employees in
Brookfield, Wis., sponsored by the In-
ternational Foundation of Employee
Benefit Plans; $600 for IFEBP mem-
bers; $675 for non-members. IFEBP,
Registrations Department, P.O. Box 69,
Brookfield, Wis. 53008-0069; 414-786-
6700.

JULY 29-30. Fire Investigation
Workshop in Des Moines, Iowa, spon-
sored by the National Assn. of Mutual
Insurance Companies; $169 for NAMIC
membens; $199 for non-members; some
discounts apply. Dawne Smith, Na-
tional Assn. of Mutual Insurance Com-

panies, 3707 Woodview Trace, P.O. Box
68700, Indianapolis, Ind. 46268; 317-
875-5250.

AUGUST

AUG. 3. Workers Compensation-
Issues into the 90's seminar in Ashe-

ville, N.C., sponsored by the Society of
Chartered Property & Casualty Un-
derwriters and the Western Carolina

Chapter; $115 for society members;
$125 for non-membens. Bonnie Kinsley,
Continuing Education Coordinator, The

Society of CPCU, 720 Providence Road,
P.O. Box 3009, Malvern, Pa. 19355-
0709; 215-251-2735.

AUG. 3. Americans with Disabilities

Act: Beyond the Law seminar in Des
Moines, Iowa, sponsored by LOMA;
$175 for members; $275 for non-mem-
bers. Also Aug. 5 in Cincinnati; Aug. 7
in Minneapolis. LOMA Meeting Depart-
ment, 404-984-3793.

AUG. 3-7. Insurance and Risk Man-

agement course in New York City,
sponsored by the College of Insurance;
$775 for college sponsors; $850 for
others The College of Insurance, Pro-
fessional Programs, 101 Murray St.,
New York, N.Y. 10007; 212-815-9201.

AUG. 10-11. Clinical Risk Manage-
ment seminar in Chicago, sponsored by
the American Society of Healthcare
Risk Management; $345 for members;
$465 for non-members. Bari Johnson,
ASHRM, 840 N. Lake Shore Drive, Chi-
cago, Ill. 60611; 312-280-6403.
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Continued from previous page
AUG. 10-13. The Fundamentals of

Public Sector Benefits Management
Courses seminar in Brookfield, Wis.,

sponsored by the International Founda-
tion of Employee Benefit Plans; $1,050
for IFEBP members; $1,175 for non-
members. IFEBP, Registrations Depart-
ment, P.O. Box 69, Brookfield, Wis.

53008-0069; 414-786-6700.

AUG. 10-14. Understanding Prop-
erty/Liability Contracts course in
New York City, sponsored by the Col-
lege of Insurance; $775 for college spon-

sors; $850 for others. The College of In-
surance, Professional Programs, 101
Murray St, New York, NY 10007; 212-
815-9201.

AUG. 12-13. The Cents and Sense of

Risk Management: Risk Financing,
Workers Compensation, and Safety
and Security seminar in Chicago,
sponsored by the American Society of
Healthcare Risk Management; $345 for
members; $465 for non-members. Bari

Johnson, ASHRM, 840 N. Lake Shore
Drive, Chicago, Ill. 60611; 312-280-
6403.

ployee Benefit Plans; $460 for IFEBP
members; $510 for non-members.

IFEBP, Registrations Department, P.O.
Box 69, Brookfield, Wis. 53008-0069;
414-786-6700.

AUG. 16-18. Third Annual National
Conference on Treatment Initiatives

in Bethesda, Md., sponsored by the Na-
tional Treatment Consortium for Alco-

hol and Other Drugs; $335 for NTC
members; $395 for non-members; add

$35 after July 30. Jeff Kramer, National
Treatment Consortium, Drawer J,

Washington, D.C. 20013; 301-794-4827.

AUG 16. Annual Corporate Benefits AUG. 17-18. Analyzing Insurance
Conference in Boston, sponsored by Company Financial Statements
the International Foundation of Em- course in New York City, sponsored by

the College of Insurance; $395 for col-
lege sponsors; $425 for others. The Col-
lege of Insurance, Professional Pro-
grams, 101 Murray St., New York, NY
10007; 212-815-9201.

AUG. 17-18.4th Annual Corporate
Benefits Conference in Boston, spon-
sored by the International Foundation
of Employee Benefit Plans; $460 for
IFEBP members; $510 for non-mem-
bers. IFEBP, Registrations Department,
P.O. Box 69, Brookfield, Wis. 53008-
0069; 414-786-6700.

AUG. 17-19. The 1992 Benefit Corn-

munication Institute in San Diego,
sponsored by the International Founda-
tion of Employee Benefit Plans; $600 for

Perhaps the most
inventive thing one can

do is work with
a dedicated collaborator.

When it comes to reinsurance, it's important emerging technologies such as EDI (Electronic

to work with someone as committed to your busi- Data Interchange). EDI standards will facilitate

ness as you are. Someone to communications throughout

provide the dedicated the industry. They'll save

counsel of Watson, ./ time and money,

allowing you the                                                                                                                                                    improving admin-
inventiveness of Sel//9 te £1 istrative efficiency

Bell. In short, and lowering
someone to call                                                                                                                               costs.

on to nnake your Certainly you

ideas a reality. can put these
Consider innovations to

Prudential Re. work for you. To
We've introduced streamline your
nurnerous innovations operations, and make

to make our operations them more profitable at

more responsive to your Thomas Watson Alexander Graham Bell the same time.

needs. Through direct Sometimes, all it

electronic link-ups, we -=:==,9 94::=-Ill- takes to be inventive is

can provide you with immediate access to our knowing who to talk to. Which is why we'd like to
vast network of information services. And our remind you that Prudential Re is just a phone

new document issuing systems can expedite call away: (201) 802-2083.

binding of coverage. » *:y

Prudential Re also remains at the forefront of Prudential Re *1
The Reinsurer of Choice

© 1992 Prudential Reinsurance Company, a subsidiary of The Prudential insurance Company of America, Newark, New Jersey Available directly or through an intermediary.

IFEBP members; $675 for non-mem-
bers. IFEBP, Registrations Department,
P.O. Box 69, Brookfield, Wis. 53008-
0069; 414-786-6700.

AUG. 17-21. American Society of
Non-Destructive Testing Level 1-
Infrared Thermography course in
Cleveland, sponsored by American Risk
Management Corp.; $1,295. ARMC, 1
Independent Place, Suite 500,4807
Rockside Road, Cleveland, Ohio 44131;
216-447-1600.

AUG 19-20. The 1992 International

Benefits Conference in Boston, spon-
sored by the International Foundation
of Employee Benefit Plans; $460 for
IFEBP members; $510 for non-mem-

bers. IFEBP, Registrations Department,
P.O. Box 69, Brookfield, Wis. 53008-
0069;414-786-6700. ,

AUG. 27-28. Insurance Regulation
Conference in Chicago, sponsored by
Executive Enterprises Inc., $1,090. Ex-
ecutive Enterprises Inc., 22 W. 2lst St.,
New York, N.Y. 10010-6904; 800-831-

8333; 212-645-7880.

SEPTEMBER

SEPT. 1. The Americans With Dis-

abilities Act workshop in Springfield,
Ill., sponsored by the Illinois State
Chamber of Commerce's Center for

Business Management; $135 for mem-
bers; $195 for non-members. Also Sept.
3 in Chicago: ISCC Center for Business
Management, 800-621-4220.

SEPT. 8-10. International Institute

on Managed Health Care in Washing-
ton, co-sponsored by the Group Health
Assn. of America Inc. and the Group
Health Foundation; $595; $695 after

Aug. 10. GHAA/GHF, International In-
stitute on Managed Health Care, 1129-
20th St. N.W., No. 600, Washington,
D.C. 20036,202-778-3211.

SEPT. 8-11. Reinsurance Contract

Wording seminar in Ossining, N.Y.,
sponsored by Robert W. Strain Pub-
lishing & Seminars Inc.; $1,845. Ro-
bert W. Stain, 903-677-5974.

SEPT. 9-12. The National Dialogue
Conference on Mental Benefits and

Practice in the Era of Managed Care
in Chicago, sponsored by the Institute
for Behavioral Healthcare; $545; $595

after Aug. 31. Institute for Behavioral
Healthcare, Box 7226, Stanford, Calif.
94309; 415-851-8411.

SEPT. 9-12. The Self-Insurance In-

stitute of America Inc.'s Annual Na-

tional Educational Conference and 
Expo in San Francisco, sponsored by
the SIIA; $625 for SLIA members; $895
for non-members. Self-Insurance Insti-

tute of America, P.O. Box 15466, Santa
Ana, Calif. 92705; 714-261-2553.

SEPT. 10-11. Managed Care Solu-
tions conference in New York City,
sponsored by The Institute for Em-
ployee Benefits Training; $700. The In-
stitute for Employee Benefits Training,
Seminar Division, 1926 Arch St., Phila-
delphia, Pa. 19103; 215-567-4000.

SEPT. 13-17. Independent Insurance
Agents of America's 97th Annual
Convention in New Orleans, sponsored
by the IIAA; $385 for member agents;
$240 for spouses and family members.
Virginia Carter, IIAA Conventions De-
partment, 127 S. Peyton St, Alexandria,
Va. 22314; 800-221-7917.

SEPT. 14-15. Managing the Workers
Compensation Crisis: Effective Cost
Reduction Strategies seminar in New

York, sponsored by the American Man-
agement Assn.; $1,200 for members;
$1,380 for non-members. Also Sept.
21-22 in Los Angeles; Oct. 29-30 in Chi-
cago; Nov. 16-17 in New York. AMA,
P.O. Box 319, Saranac Lake, N.Y.
12983; 518-891-0065.

SEPT. 14-16. Fourth Annual Man-

aged Care Law Conference in San

Francisco, sponsored by the Group
Health Assn. of America; $680 for
GHAA members; $780 for non-mem-

bers; less $85 if registered prior to Aug.
21. GHAA, Conference Office, 1129-

20th St. N.W., Suite 600, Washington,
D.C. 20036; 202-778-3236.

Continued on next page
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SEPT. 14-16. Fundamentals of Insur-

ance seminar in Chicago, sponsored by
the Risk & Insurance Management So-
ciety Inc.; $650 for RIMS members;
$750 for non-members; add $50 less

than six weeks prior to course. Also
Oct. 26-28 in Denver; Dec. 7-9 m Char-
lotte, N.C. RIMS Education Depart-
ment, 205 E. 42nd St., Suite 1504, New

York, N.Y. 10017; 212-286-9292.

SEPT. 14-17. American Society for
Industrial Security's 38th Annual
Seminar and Exhibits in San Anto-

nio; $395 for ASIS members; $495 for

non-members; add $50 after Sept. 2.
ASIS, 1655 N. Fort Meyer Drive, Suite
1200, Arlington, Va. 22209; 703-522-
5800.

SEPT. 15-18. Human Resources in

a Global Economy conference in New
York City, sponsored by William M.
Mercer Inc.; $500; $600 after Aug. 1.
Mercer International Conference Cen-

ter, 214-220-3540.

SEPT. 16-18. Techniques of Risk
Management seminar in Dallas, spon-
sored by the Risk & Insurance Manage-
ment Society Inc.; $650 for RIMS mem-
bers; $750 for non-members; add $50
less than six weeks prior to course. Also
Dec. 7-9 in Scottsdale, Ariz. RIMS Edu-

cation Department, 205 E. 42nd St.,
Suite 1504, New York, N.Y. 10017; 212-
286-9292.

SEPT. 17-18. Insurance Fraud and

Suspicious Claims Seminar in Bos-
ton, sponsored by the Defense Research
Institute; $375 for DRI members; $425

for non-members. DRI, 750 N. Lake
Shore Drive, Suite 500, Chicago, Ill.
60611; 312-944-0575.

SEPT. 17-18. Catastrophic Reinsur-
ance-Cost Effective Coverage
Today and Tomorrow seminar in

New York City, sponsored by Infoline;
$995. Infohne, 8 Pleasant St., Bldg. D,
South Natick, Mass. 01760-5660; 508-

650-4700; 508-653-1627.

SEPT. 18-23. 38th Annual Employee
Benefits Conference in Montreal,
sponsored by the International Founda-
tion of Employee Benefit Plans; IFEBP
members only, $570; $615 after Aug. 5.
IFEBP, Registrations Department, P.O.
Box 69, Brookfield, Wis. 53008-0069;
414-786-6700.

SEPT. 20-22. Managed Care Public
Policy seminar in Las Vegas, Nev.,
sponsored by the American Assn. of
Preferred Provider Organizations; $545
for AAPPO members; $645 for non-

members; add

$100 after Aug. 1. AAPPO, P.O. Box
809109, Chicago, Ill. 60680-910; 312-
245-1555.

SEPT. 20-23. Society of Insurance
Accountants Annual Conference in

Palm Springs, Calif., sponsored by the
SIA; $100 for members; $140 for non-

members. Bob Bauer, Society of Insur-
ance Accountants, P.O. Box 61, Hollow-

ville, N.Y. 12530; 518-851-9780.

SEPT. 21-23. Techniques of Risk
Control seminar in Chicago, sponsored
by the Risk & Insurance Management
Society Inc.; $650 for RIMS members;
$750 for non-members; add $50 less
than six weeks prior to course. RIMS
Education Department, 205 E. 42nd St.,
Suite 1504, New York, N.Y. 10017; 212-
286-9292.

SEPT. 23-25. Claims Management se-
minar in Chicago, sponsored by the Risk
& Insurance Management Society Inc.;
$700 for RIMS members; $800 for non-
members; add $50 less than six weeks
prior to course. Also Nov. 18-20 in Phil-
adelphia. RIMS Education Department,
205 E. 42nd St., Suite 1504, New York,

N.Y. 10017; 212-286-9292.

SEPT. 24-25. Insurance Coverage for
Environmental Claims seminar in

Boston, sponsored by the Defense Re-
search Institute; $375 for DRI members;
$425 for non-members. DRI,.750 N.
Lake Shore Drive, Suite 500, Chicago,
Ill. 60611; 312-944-0575.

SEPT. 29-30. Improving Quality to
Reduce Costs Through Employer-
Provider Partnerships conference in

Rosemont, Ill., sponsored by the Mid-
west Business Group on Health; $385
for MBGH members; $495 for non-

members; add $100 after Aug. 21; some
discounts are available. Midwest Busi-

ness Group on Health, 8303 W. Higgins
Road, Suite 200, Chicago, Ill. 60631;
312-380-9090.

SEPT. 30-OCT. 2. Council on Em-

ployee Benefits' 46th Annual Confer-
ence in Boston; $400 for CEB member

companies; $450 for non-members. Carl
S. Lazaross, 1144 E. Market St., Akron,
Ohio 44316; 216-796-4008.

The Datebook is compiled from notices
sent to Business Insurance. Notices

should be sent at least eight weeks in
aduance to Datebook, Business Insur-

ance, 740 N. Rush St., Chicago, Ill.
60611-2590. Please include the price, if
any, of the meeting and information on
registration for interested readers.

Business Insurance reserves the right

to select meetings Of most interest to
its readers and cannot guarantee that
notices will be printed.
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MARKET

STIMULUS: Many insurers have
dropped coverages they found
too complex or non-standard.

HOME
RESPONSE: "Home seeks out

complex coverage and shrinking
markets-for the simple reason that
we have seasoned specialists with
the skills and experience it takes to
write tough, non-standard risks.

- B

 -AVI -1 :-3 FL--

"With The Home, you come out
ahead on complex coverages-
that could cause you grief if han-

A- died by some less
R_ _ 11 qualified insurer."

ART PHILLIPS

1 Executive Vice President
(212) 530-7201

,,'

HOME INSURANCE

SPECIALTY LINES DIVISION
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This is one surprish
that's just too good-6 keep
under wraps very«luch longer.
And we're just bursting to show yorJ4 0
what's inside. Bid>hat we can say now is,

it's a collectable that won't be collecting*st.  *
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New York: 212/210-0228 · Fax: 212/210-0704

Chicago: 312/649-5276 · Fax: 312/280-3189
Los Angeles: 213/651-3710 • Fax: 213/655-8157
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1 25«ears of
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1 Pubbhing: October 30

Ad Closing: September 29
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Simply Sterling Coverage Guaranteed
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WELCOME

To, OUR '
DATA BASE.

 There are two things you need to make the right health care decisions. Information. And more information. At Intracorp,
v,/ our Focused Data Analysis is composed of everything we've learned from the 800,000 admissions we review each year.
Valuable information that can be invaluable to you and your employees. For example, it can work as a scorecard to show you
how much our utilization and case management programs are saving you in unnecessary bed days avoided or appropriate
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.»,2 «ivalternative settings arranged. It can be used for comparison. to:show you how your utilization program is doing compared to
C:' ·tfother companies in your industry. And it can give you, a basis for making decisions about benefit plan changes or enhance-
*5 -" ments. To learn more, call us at 1-800-345-1075. The call. 4

, of course, is free. The information, though,>is jyriceless INTRACORP THE HEALTH CARE MANAGEMENT COMPANY.
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FOR OVER 80 YEARS WEVE BEEN
_KEEPING INSURERS ON A SAFE COURSE

NORTH AMEECAN

Navigating the channels of reinsurance is harder than ever. There was a time when reinsurance
was a gentlemanly pursuit. But today, the stakes are vastly higher, risks have multiplied and the
alternatives have expanded dramatically. Only a highly experienced reinsurer can guide you
safely through the changing tides of reinsurance-North American Re. ATRADITIONOF

EXCELLENCE

NORTH AMERICAN REINSURANCE CORPORATION 237 PARK AVENUE, NEW YORK, N.Y. 10017 (212) 907-8000 ATLANTA BOSTON CHICAGO DALLAS LOS ANGELES NEW YORK PHILADELPHIA SAN FRANCISCO
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ASK A BENEFITS MANAGER
Communication boosts

401(k) plan participation

Q
At my company,

participation in the 401(k)
plan has dropped off. What can
I do to increase participation?

Many companies are interested

A
in increasing 401(k) plan
participation. There are two
reasons for this.

The altruistic reason is to

ensure that employees have
adequate retirement savings.
Although most employers view a

401(k) plan as a retirement program, many
employees-particularly younger ones-do not view
it as such. It is very difficult for a 26-year-old to
see the need to save for retirement. It is equally
difficult for a 35-year-old with a young family and
monthly mortgage payments to use current income
to save for retirement.

Another major reason for wanting to increase
participation is to meet a more immediate and
practical need: to make sure that participation by
the non-highly compensated employees (as defined
by the Internal Revenue Code) is at an adequate
level to ensure that non-discriminations tests are

passed and that highly compensated employees can
defer the maximum amount to the plan.

Plan managers should take special care to avoid
failing the non-discrimination test at the end of the
plan year. If a plan fails the test, then a portion of
the highly paid employees' pretax contributions
must be refunded to them so the average deferral
percentage (ADP) and/or the average contribution
percentage (ACP) for those employees is adequate to
pass the non-discrimination test. This means that
the taxable earnings for those individuals will be
increased.

Technically, you have the option to
"recharacterize" these employees' pretax
contributions to aftertax contributions. However,
your plan must allow aftertax contributions, and
most likely recharacterization will result in the plan
not passing the test for the ACP.

Although I have not been in the situation where a
plan failed the discrimination test at year-end, I
know I would not want to explain to the highly
paid workers that the plan must refund pretax
dollars, that their taxable earnings will be increased
and their income tax liability will be greater.

Overall, these refunds add significantly to the
workload, are prone to errors and are very difficult
to communicate.

To increase plan participation, you need to step
up c6mmunication of the plan and its advantages.
But before you go out to communicate, there are
several questions that need to be answered:

0' Which communication vehicle will work best

for my organization?
There are many ways to communicate your 401(k)

plan. Consider payroll stuffers, posters, tent cards
on tables in common areas, general or personalized
letters, brochures, electronic mail, broadcast
messages on voice mail, employee meetings at which
slides or video are used, interactive computers in
kiosks and personal computer diskettes.

Payroll stuffers are inexpensive and are very
effective in communicating short messages. The fact
that the message is short and everyone is interested
in their paycheck will ensure that most employees
will read the stuffer.

Posters or tent cards are effective for general
announcements. If you are rolling out a

communication campaign for your 401(k) plan, you

may consider a slogan or general theme for posters
or tent cards. Everyone is familiar with many of the
general advertising campaigns such as Nike's "Just
Do It" and Avis' "We Try Harder." Find a slogan
that gets across what you want to say.

Letters to employees and brochures are a staple of
any communication effort. Personalized letters can
give information about an employee's savings level
in the 401(k) plan or demonstrate the impact of
commencing contributions in the plan. For example,
the letter can inform the employee what his or her
account balance would be after one year, five years,
and 10 years if he or she begins participation in the
401(k) plan today.

Meetings are very effective in communication
because you have a captive audience and employees
can have their questions answered. Generally, slides
and overheads are effective in communicating
specific information, while video is most effective in
delivering an overall message or theme. Slides and
overheads are inexpensive, but videos tend to be
costly. A 10- to 12-minute video can cost $50,000.
However, due to recent improvements in technology,
videos can be produced using graphics on a personal
computer at a much reduced cost.

Interactive computers in kiosks are an effective
means of communication. However, because the

employee must take the initiative to go to the kiosk,
you generally will not reach a large segment of your
population.

Because large numbers of employees generally
have PCs available to them, communication using
diskettes can be very effective. PC diskettes are

Although most employers view a 401(k)
plan as a retirement program, many

employees do not view it as such. It is
very difficult for a 26-year-old to see

the need to save for retirement.

useful to communicate 401(k) plans because
employees can run simulations of different savings
rates and determine how much a 401(k) plan can
deliver.

At Continental Bank, we have found that

electronic mail is very effective for short messages
because most emp16yees actively use the system. The
broadcast message option is effective for general
reminders.

7 With whom do you want-or need-to
communicate?

Communication is most effective when a target
audience is identified. If your communication
objective is to increase participation in order to
pass the non-discrimination test, then you should
target your communication to lower-paid
employees. If you decide to target this group, it may
be helpful to identify some general demographic
information about them: age, sex, marital status and
family.

Since retirement income is generally a family
matter, you may consider sending the materials to
the employee's home.

a,0 What do you need to communicate?
If you don't know why your employees aren't

participating in the plan, consider conducting a
survey or hold focus group meetings on the subject.
Once you have determined why employees are not
participating, you can focus on what to
communicate.

In most cases, it is important to create a need to
participate in the plan. The use of examples
generally is very effective. One of the most
compelling examples I have seen to participate in
the 401(k) plan was in a training program presented
by the American Compensation Assn.:

"An employee, age 28, commences participation in
the plan at $2,000 per year and has an investment

return of 8% a year. The employee stops
contributing at age 35, but maintains the account in
the plan and continues to earn 8% per year. A
second employee, who is the same age, first

commences participation in the plan at age 35 at
$2,000 per year and also earns 8%. At what age will

the savings plan accounts of these two employees be

the same? The answer is 30 years later at age 65."
This example clearly demonstrates how important

it is to not delay participation in a 401(k) plan.
General education about retirement planning can

also be very helpful in encouraging employees to
participate in 401(k)s and other voluntary plans.
Employees should learn about the "three-legged
stool" that symbolizes the three sources of
retirement income: Social Security, company

retirement plans and personal savings. A 401(k)
plan with a matching contribution feature is
actually the combination of a company retirement
plan, because the company contributes, and
personal savings, because the employee must
contribute his or her own money to the plan.

Another means of increasing 401(k) plan
participation is through plan design changes. Some
changes you may consider are:

• Matching contributions.

One way to increase participation is to boost the
matching contributions for the lowest level of
participation. For example, if your plan is offering a
matching contribution of 50 cents on the dollar up
to 6% of salary, consider increasing the match to 75

cents or $1 on the first 1% or 2% of employee
contributions.

Another approach would be to increase the
company match by a specified dollar amount of
contribution from the employee. For example, you
might increase the matching contribution on the
first $500 contributed to the plan.

First Chicago Bank recently modified its 401(k)
plan to match the first $500 contributed to the plan
dollar for dollar, then offering a match of 50 cents
on the dollar up to 6% of salary. As a result of this
change, 350 additional employees began

participating in the plan.
• Plan loans.

Plan loans are a very attractive feature in 401(k)
plans. A common reason employees give for not
participating is that they are uncomfortable with
the fact that they cannot access their funds in the
plan. Hardship withdrawals are available but for
limited purposes. Most employees will find a loan
feature attractive, and thus a loan feature may
eliminate a reason for not participating in the plan.

Employees are generally more comfortable knowing
they can-if necessary-access their funds through a
loan.

Be warned, however, that a loan feature will add

to your administrative burden and cost. Proceed

carefully before implementing plan loans.
• Investment funds.

Employees will be more inclined to participate in
the plan if they have an adequate choice of
investment funds. According to a survey on 401(k)
plans conducted last year by Buck Consultants Inc.,
the most common number of investment funds in a

401(k) plan is three (36.9%), followed by four

(25.2%). Only 21.1% of plans offer fewer than three

investment options.
The proposed 404(c) regulations will most likely

affect the number of investment funds offered in

401(k) plans. These regulations will require a broad

spectrum of investment fund choices in plans that
want to be protected against poor employee
investment choices. Therefore, whenever the 404(c).

regulations finally become effective, plans are
expected to offer additional investment funds.

A current trend in 401(k) plans is to offer mutual
funds as investment options. In some cases, plan
sponsors that are offering mutual funds as

investment options have limited the number of
investment options, while others have offered the

Continued on next page



Boosting 401 (k) participation in take-home pay. Woutd you like advice from an experienced colleague
Once the program has been adequately on a risk management, benefits management or

actuariat problem? Four features in the PerspectiveContinued from previous page communicated and plan design changes have been
section of Business Insurance can give you somefull family of investment funds offered by a mutual considered, the final step is for the employee to answers.

fund organization. enroll. Be sure to keep the enrollment process Ask A Benefit Manager, Ask A Risk Manager, Ask A
Offering mutual funds gives employees adequate simple and convenient. Consider these enrollment Benefit Actuary and Ask A Casualty Actuary answer

choice of funds, plus the ability to determine their ideas: written questions from readers on risk and benefits
management issues and actuarial problems.account balance at nearly any time. And, many • Send the enrollment form to the employee, This month's column on employee benefit

mutual fund organizations offer fund transfers on a rather than requiring the form to be picked up. management issues is written by
daily basis. • Keep the enrollment form as simple as possible. Dennis J. Nirtaut, manager Of

• Earlier participation. Consider preparing personalized preprinted forms employee benefits at Continental
Bank Corp. in Chicago. Susan M.It is not uncommon for plans to have a waiting that include the employee's name and other
Werner, director of risk managementperiod prior to eligibility. According to the Buck pertinent information. With this approach, the only
at Hardee's Food Systems Inc. in

Consultants survey, 81% of companies impose thing the employee has to do is to check a few boxes, 1 Rocky Mount, N.C., answers questionswaiting periods, ranging from one month to one provide a signature and mail the form. on risk management issues. William J.
year. A one-year service requirement is the most • Consider enrollment by telephone. Voice Miner, an actuary with The Wyatt Co.

in Chicago, answers actuarialcommon, named by 53% of tespondents. response systems are now affordable and user
questions on benefits issues. And,

Most likely, the longer the waiting period, the less friendly. What can be easier than dialing a number Mr. Nirtaut Richard E. Sherman, president of
likely employees-particularly lower-paid and pressing a few buttons in order to enroll in a Pacific Actuarial Resources (PAR)
workers-will participate in the plan. If immediate plan? Excellence in Ashtand, Ore., answers actuarial

questions in the casualty field.participation is offered, it is more likely an These suggestions may help you attain your goal Mr. Nirtaut's and Ms. Werner's columns appear onindividual will participate, because the employee of increased participation in your 401(k) plan. the second Monday Of alternate months. Mr. Miner's
is starting a new job, possibly at a higher salary However, the communication process cannot stop. and Mr. Sherman's columns appear alternately on the
than the prior job. In this situation, it is more likely There should be regular ongoing communication of first Monday Of each month.
the individual will be agreeable to a payroll the plan to constantly reinforce its value. Studies in Mr. Nirtaut's next column will appear in September.

Address your questions to ASK, Business Insurance,deduction. Six months to a year later, the employee behavioral science show that a message must be 740 N. Rush St., Chicago, IN. 60611. Please give us yourhas adjusted his or her standard of living, which reinforced in order to change behavior. A one-shot name, title and employer; however, Business Insurance
will make it more difficult to swallow a reduction effort won't do. . will consider unsigned letters.

Alternative market analysis
Taking the risk out of dealing with non-traditional underwriters

By Ronald R. Boggs

N ACT OF FAITH-that's whatparticipating in a new
policyholder-owned insurer has often
been.

But as these alternative market

companies expand to include
participants outside the "founding
fathers," the need for objective
techniques to evaluate them grows.
Certainly, any contraction of the
current, price-competitive commercial
market will propel these organizations
into the limelight and accelerate the
need for scrutiny.

To our frustration, traditional

techniques of analysis are neither
appropriate nor adequate.
Independent rating services focus on
finances and the size of assets and net

worth. Net worth of these insurers is

often small and slow-growing as they
focus on future security through
reserve adequacy rather than
short-term profits. There is often little
with which to do any financial
analysis. Regardless, these insurers
must be evaluated. From my point of
view, the keys to getting their measure
are reinsurance, management, the
quality of loss adjusting and their
openness to qualified, independent
professional review and audit.

The quality of a small insurer's
reinsurance is perhaps the single most
powerful feature when considering
future claims-paying ability.
Reinsurers' greatest concern is the
insolvency of their primary client.
They audit finances, claims,
underwriting, marketing and other
operations both before and while on
the account. Thus, evaluating the
reinsurer is a short-cut to evaluating
the primary company. Knowing that a
quality reinsurer has done a thorough
review of the primary insurer is a real
confidence builder.

It is imperative that the

management team of an
insurer-whether the individual

members are employees or
independent contractors-acts in the
owners' best interests.

Among the issues to be considered:
• Congruence. Are the goals of the

management team similar to the
owners? As the owners of insurers that

retained managing general agents in
the mid-1980s discovered,

commission-based independents may
not have the same goals as the owners.

company is headed and why.
The engagement of independent

advisers is another leading indicator. I
am thinking of financial auditors,
actuaries and corporate counsel. No
independent professional wants to be
associated with an insolvent venture.

Changes in the cadre of outside
professionals are always suspect.
Forum-shopping by the management
looking for professionals who will
agree with them is a red flag signaling
"hazardous conditions ahead."

Reinsurers' greatest concern is the insolvency of their
primary client. . . .Thus, evaluating the reinsurer is a

short-cut to evaluating the primary company. Knowing that
a quality reinsurer has done a thorough review of the

primary carrier is a real confidence builder.

• Competence. Insurance is a
highly technical business and insurers,
regardless of size, require technically
trained and experienced staff.

• Commitment. Owners with an

investment in the company are
committed to its success. Employees
have "voted with their feet" in favor

of growth and continuity. Will an
independent contractor devote
sufficient time to the redevelopment of
the program-not simply agree to
manage it until something more
profitable comes along?

• Communication.

Communication between management
and the owner is a major issue. The
owners of alternative market insurers

are not insurance experts, and they
look to management not only to report
what's going on, but to identify trends
early and report them upstream. It's
easy for managers to "run away" with
the company on a technical basis,
making all the important decisions,
and leaving the board and other
owners in the dark as to where their

Most insurers fail because of

underreserving for claims. Claims
payment is the raison d'etre for all
insuring enterprises. It's easy to fool
oneself into believing that losses are
lower than they will ultimately
become. Losses won't settle

themselves, nor will defense firms

settle liability claims economically. It
takes active management by
experienced adjusters to resolve
claims quickly and keep indemnity
and expense payments down. An
independent evaluation of the claims
function and reserve setting speaks
highly of the importance which the
company places on reserve adequacy.

The above four points will not
guarantee that the company will ever
sell a policy, but they do give a basic
template for evaluating the security of
existing alternative markets.
Evaluating start-up ventures,
however, is more of an intuitive

process:

• Are the other participants in the
group similar to yourself?

• Do you share the similar vision for
the enterprise?

• Is one group member with an
inordinate loss history looking for
others to subsidize its program?

• Are the managers experienced and
competent?

• Who are the real promoters? Why
are they doing it? Where does the
financial risk lie? Ultimate control and

financial risk usually go hand in hand.
• Just what is the purpose for

setting up the group? (Lowering
insurance costs has proved to be an
insufficient motivation for most

start-up ventures.)
• Does the group have some unique

coverage feature, or cost-reduction
technique which will set it apart from
the general market?

• What's to keep the members from
wandering back to the commercial
market once the organization is up
and running (and the market
conditions change)?

• What is your financial obligation
in the event of a failure?

• How much voice will the owners

really have in the operation of the
company?

Analyzing alternative markets
undoubtedly takes more time than
evaluating commercial insurers, but
there is a payoff. Alternative markets
provide needed coverages, stability,
specialized underwriting and an
opportunity to save money on
premiums in the long run. The
alternative market is becoming more a
part of the mainstream.

Ronald R. Boggs is
president of First
Nonprofit

Management Inc. in

Chicago.



Risk managers
Continued from page 1
managers aren't looking for any
drastic changes as the market
heads into the second half of

1992.

"It's continuing soft," noted
Charlene Lucy, risk manager at
The O'Brien Corp., a South San
Francisco, Calif.-based paint
manufacturer. "We are seeing
even more markets opening up."

O'Brien doesn't plan to take
advantage of the continuing
competition to shop its property/
casualty coverages, which renew
in a couple of months. "We want
the preliminary numbers to be
completed by July 31, and we ex-
pect to be basically where we
were last year," Ms. Lucy said.

For most risk managers, it has
been a quiet renewal season.

"It went as expected," said
Paul West, risk manager at
United Van Lines Inc. in Fenton,
Mo. At renewals completed in
June, the moving company se-
cured excess liability coverage at
about the same price as last year,
while directors and officers lia-

bility insurance premiums in-
creased, he said.

The moving company's excess
liability coverage, led by Zurich
American Insurance Group, even
featured some minor expansions
of coverage terms, he noted.

Its D&0 insurance was re-

newed with a 10% to 12% pre-
mium hike for the same limits

purchased in 1991, he noted.
Chubb Corp. writes United Van
Lines' D&0 coverage.

The company's property cover-
age, which renewed earlier this
year, saw no increase in rates,
according to Mr. West.

Gibson Greetings Inc. in Cin-
cinnati also saw its D&0 cover-

age costs rise, but that was only
because of changes in coverage
terms, according to Carol A. Fox,
corporate risk manager for the
greeting card company. "Addi-
tional coverages pushed the price
up 9.5%," she said. "If we had
renewed the same as last year,
the price would have been flat."

Ms. Fox, who declined to make
public her company's D&0
limits, said primary D&0 cover-
age is written by National Union
Fire Insurance Co. of Pittsburgh,
Pa. an American International

Group Inc. unit, with an excess
layer written by Chubb.

Caterpillar Inc. is seeing the
cost of its high-layer excess lia-
bility coverage rise at renewals
as two Bermuda insurers insti-

tute price hikes.
The construction machinery

manufacturer expects to pay 15%
to 20% more for excess liability
insurance written by ACE Ltd.
and X.L. Insurance Co. Ltd., ac-

cording to Gail Baldes, coordina-
tor of corporate insurance at the
Peoria, Ill.-based company.

Ms. Baldes said the coverage is
renewing at the same limits
written last year, although she
did not disclose that figure.

X.L. generally writes $100 mil-
lion of general liability coverage
excess of $25 million, while ACE
will write up to $200 million ex-
cess of $100 million.

Caterpillar also inks renewals
this summer on hull and liability
coverage for its four planes. Ms.
Baldes said costs may rise
slightly for the coverage, which
is written by United States Air-
craft Insurance Group in New
York.

The company also renews its
automobile liability coverage,
which has been put out to bid
this year, she added.

"We believe in relationships
and partnerships with insurers,"

she said. but Caterpillar periodi-
cally invites bids from insurers
to ensure it getting the best price
on the best coverage.

Property and liability cover-
ages renew at other times during
the year.

Summer renewals are a breeze,
said Ilona Melstrads, insurance

manager at Washington-based
defense contractor Frank E.
Basil Inc. of Delaware.

Frank E. Basil renews its crime

and boiler and machinery cover-
ages at this time of year. "These
are no problem for us. The horror
show every time" is the renewal
of workers compensation, gen-
eral liability and umbrella cover-
ages later this year, she said.

National Union writes Frank

E. Basil's crime coverage, to
which the defense contractor is

making some changes.
Late last month, Ms. Melstrads

Continued on next page
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SKANDIA INTERNATIONAL
mSK MANAGEMENT LIMITED

TEL: 8094295-2185 FAX: 809*2924637

NKHOLAS DOVEFCA, PRESIDENT

IN VERMONT

SKANOIA INTERNATIONAL RISK

MANAGEMENT (VERMONT), INC.
TEL: 802-658-1474 FAX: 802-658-0692

GEORGE CHAFFEE cpou, PRESIDENT
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Risk managers
Continued from previous page
was waiting on a quote from Na-
tional Union on limits of $2 mil-
lion, down from $5 million pur-
chased in 1991.

"When we set our original
limits some time ago, we had
many large projects outside the
United States," she explained.
With cutbacks in defense spend-
ing, those overseas projects-and
the crime exposure-have been
considerably scaled back, she
said.

"We should have changed it
last year," Ms. Melstrads said of
the limits, "but last year we still
had one contract abroad that

was pretty sizable. Now that's
not around."

Helping relieve some of the
anxiety of upcoming liability re-
newals is the "nice little reduc-

tion" of 10% Frank E. Basil se-

cured on its $20 million of boiler
and machinery coverage written
by Hartford Steam Boiler In-
spection & Insurance Co., Ms.
Melstrads said.

Commercial Metals Co., a Dal-
las-based metal manufacturer

and processor, renewed its $280
million in replacement cost
property coverage with Allen-
dale Mutual Insurance Co. last

month with ''virtually no
changes," said Bob Caperton,
corporate risk manager. The
price and coverage terms closely
mirrored those of 1991, he said.

Although some risk managers
are seeing rising prices for cer-
tain casualty coverages, most
don't fear a drastic hardening of
the market in the near term.

"I expected it to have tight-
ened up by now," said Ms. Lucy
of The O'Brien Corp., but she
added that she doesn't expect a
repeat of the mid-1980s liability
crisis. "That was horrendous."

Even so, she said it pays to be
ready in case there is a market
shift.

"We're maintaining good rela-
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tionships with our insurers," Ms.
Lucy said, so that they will be
available if capacity becomes
scarce and prices rise.

Despite the expected increase
in excess liability insurance costs
a: Caterpillar, Ms. Baldes said
she doesn't see "any serious
hardening" of the market. Rates
appear to be adequate for buyers
and insurers, she added.

Lloyd's of London's huge 1989
loss and rising loss ratios among
domestic insurers could provide
a combination that will lead to

some tightening, Ms. Baldes sug-
gested. "There is a chance things
will change. I just hope it will

happen the way it ought to:
slowly."

While the past year has seen
several disasters that have been

expensive for insurers, those ca-
lamities haven't yet drained in-
surers' capacity, Ms. MeIstrads
noted. "If you have a $5 billion
or $10 billion disaster, it doesn't
mean much for an industry with
$140 billion or more in policy-
holder surplus."

"Nobody seems to be detecting
much hardening," said Mr. Ca-
perton of Commercial Metals.

In fact, he added, some insur-
ers have become more aggressive
in writing large-deductible

0_3

workers comp programs, he
noted. "If anything, there seems
to be a slight softening."

Meanwhile, the sluggish U.S.
economy hasn't derailed insur-
ance buying plans in many risk
management departments.

"The recession has hit us and

we're looking at all our costs,"
said Mr. West of United Van

Lines. But in the current soft

market, the moving company has
been able to keep its insurance
costs under control, he added.

It wasn't the recession, but
cuts in defense spending that
forced Frank E. Basil to make

some risk management changes,

Ms. Melstrads observed.

With U.S. involvement abroad

being scaled back, the number of
the defense contractor's projects
also has been sliced, she ex-
plained The resulting loss of
revenue has curtailed some

safety planning, she said.
Specitically, Frank E. Basil

decided :o indefinitely delay hir-
ing a corporate safety executive,
Ms. Mel.trads said.

"We have safety people on
every priject, but that is differ-
ent from someone who would be

overseeing" safety planning and
projects for the firm, she ex-
plained. .

D--205 0\
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No news is good news for reinsurance buyers
By JUDY GREENWALD
and DOUGLAS McLEOD

NEW YORK-

If it's a curse to

live in interest-

ing times, many
reinsurance

, buyers must feel
w :' - '> blessed.

With few ex-

ceptions, the
market for July 1 reinsurance re-
newals is described by interme-

diaries and

reinsurers in

*Natterumnsi Reinsurer
eventful, even
dull.

Retroces-
report

sional cover-

ages, property
catastrophe reinsurance, and ma-
rine and aviation risks continue to

be the toughest to place, with rates
rising and capacity dwindling for
many ceding insurers.

But, for the broad range of prop-
erty and casualty treaty renewals,
the market is flat, capacity is plen-
tiful and rates are moving little in
either direction.

"To be honest, the market is in-
credibly boring," summed up Ste-
ven K. Bolland, senior vp with in-
termediary Gill & Roeser Inc. in
New York.

"It really has been-I hate to
say it-almost a boring year,"
agreed Paul R. Davies, chairman,
president and chief executive of-

ficer of Aon Reinsurance Agency
Inc. in Chicago.

"Unfortunately, things are about
the same as they've been. There's
no change in the market," said
Tom Gallagher, senior vp at Pru-
dential Reinsurance Co. in New-

ark, N.J.

"We just seem -0 be in a posi-
tion of treading water," said Paul
Hawksworth, president and chief
executive officer of The Mercantile

& General Reinsurance Co. of

America in Morristown, N.J. "But
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From soup to nuts, by George!

As a boy, George Abernathy worked weekends in his
Mom and Dad's hardware store in McKenzie. Tennessee.

He says that what he learned there still serves him
well as The Home's Vice President for Major Accounts.
Casualty in Atlanta.

"When somebody comes in with a problem, you learn
to deal with it," he explains.

Of course. George's customers are bigger nowadays.
Everything from giant supermarket chains.to oil
companies.

For accounts like these.The Home offers total cover-

age multi-location. multi-state. multi-business. All in
a single customized policy.

It's a good example of what The Home is concen-
trating on today larger more comp/ex risks.

The kind that take experienced. knowledgeable
people to deal with.

In fact, people like George.

Home Insurance
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we're not sinking any deeper."
The retrocessional market, pro-

viding reinsurance to reinsurers,
remains as tight for those renewing
July 1 as it did for those who ren-
ewed contracts on Jan. 1, market
observers say.

Property retrocessional cover-
ages are proving more difficult to
place than casualty retrocessions,
and rates for the available property
retrocessional capacity are up be-
tween 15% and 25% over the same

tirne last year, according to Mi-
chael Rothpletz, executive vp with
G.L. Hodson & Son Inc. in New

York.

"It's across the board. I don't

think anyone is getting a break
on retro," Mr. Rothpletz said.

"Everyone is buying less (retro-
cessional coverage) by virtue of the
fact that the capacity is not there,"
he added, estimating that retroces-
sional market capacity may be
down 30% to 40% since July 1991.

While the retrocessional market

has tightened since last July, it is
not much worse than it was for the

Jan. 1 renewals, Mr. Davies said,

suggesting that the tightening of
the market at year end is merely
catching up with those who renew

midyear.
The property catastrophe rein-

surance market, meanwhile, con-

tinues to aggravate many ceding
insurers.

"London is dictating pretty un-
reasonable prices, but if people
want the capacity, they have to pay
for it," Mr. Rothpletz said.

July 1 catastrophe renewals ac-
tually may be a little tougher in
some cases than the Jan. 1 renew-

als, because many underwriters
have committed much of their ca-

pacity to the earlier renewals and
have less available now, Mr. Bol-
land observed.

This capacity squeeze in turn has
contributed to slightly higher rates
than were typical six months ago,
agreed Philip W. Mitchell, chief ex-
ecutive officer of TPF&C Reinsur-

ance, a Philadelphia-based unit of
Towers Perrin.

For example, a program renew-
ing with a 60% rate increase July 1
may have suffered only a 50% in-
crease if it had renewed on Jan. 1,
he explained.

Overall, Mr. Mitchell said he has

seen rate hikes ranging from 25%
for ceding insurers that have suf-
fered no catastrophe losses to 80%
for those that have.

Rate increases and available ca-

pacity vary widely depending on
the ceding company's perceived
exposure to catastrophe losses and
reinsurers' own requirements for
the business, Mr. Bolland and
others note.

Many reinsurers, Mr. Bolland
added, have stopped writing "non-
supported business," meaning that
they will not assume a piece of a
ceding insurer's catastrophe pro-
gram unless they also are offered
part of the ceding company's non-
catastrophe property reinsurance
business.

One of the few glints of com-
petition for catastrophe business is
coming from direct writing rein-
surers, which are assuming catas-
trophe risks at reductioni of 20%
or more from broker market rates,
several brokers say.

"They have been very competi-
tive with their capacity," Mr.
Davies observed.

Not all ceding insurers are suf-
fering through the renewal season,
though.

One East Coast insurer is close

to completing the July 1 renewal
of a $110 million catastrophe

Continued on next page



Reinsurer views
Continued from previous page
program with the same rate on line
that it has paid for the last two
years, according to an official of
the insurer.

About $44 million of the cover-

age had formerly been placed in
London, but the insurer was able
to line up only about $34 million
from London markets this year.

Most of the shortfall has been

made up with U.S. markets, and
the insurer expects to fill out its
program, the official said.

Several reinsurers on the pro-
gram offered to renew on the con-

r
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dition that they get pieces of the
ceding company's non-catastrophe
property program, he added.

More ceding insurers, mean-
while, are turning to funded pro-
grams and other forms of finan-
cial reinsurance to make up for
the shortage of traditional catas-
trophe capacity.

Fewer than 5% of TPF&C Re's

clients have opted for funded pro-
grams, but this compares with less
than 2% last year at this time, Mr.
Mitchell said.

"They are starting to move," Mr.
Rothpletz agreed of the alternative
coverages.

While the catastrophe market

remains tight, the market for most
other property/casualty reinsur-
ance coverages is still competitive,
brokers and reinsurers agree.

"Nothing much is changing or
has changed," said Bard Bunaes,
president of Constitution Reinsur-
ance Corp. in New York. "The ca-
tastrophe market is firm. The rest
of it is not firm."

"We don't see anything vely dra-
matic happening, if anything at
all," concurred James F. Dowd,
chairman and chief executive offi-

cer of New York-based Skandia

America Reinsurance Corp.
Skandia is renewing its prop-

erty/casualty reinsurance business

"by and large" at expiring prices,
Mr. Dowd said.

"The July renewals are pretty
tough (for reinsurers). We're
spending lots of time, lots of ne-
gotiations going back and forth on
rates and terms and conditions,"
said Steve Tirney, senior vp at
PMA Reinsurance Corp. in Phila-
delphia.

"At the end of the day, we're
going to need to resign ourselves
to renewing as expiring" he said.

But, several reinsurers contend
that they still will walk away from
business they consider under-
priced.

"We're asking for price increases
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where it's called for, and we're
turning down renewals that are
underpriced," said A. Edward
Gschwind, president and chief ex-
ecutive officer of American Royal
Reinsurance Co. in New York.

As a result, "we continue to lose
business," he said.

Premium volume at F&G Re, a
Morristown, N.J.-based unit of
USF&G Corp., is down 60% to 70%
from its 1988 level, according to
Paul Ingrey, the reinsurer's presi-
dent.

"We are renewing what we can,
and we still do a fair amount of

casualty and a lot of property ex-
cess," but F&G Re will not stay
with business it feels is under-

priced, Mr. Ingrey said.
Marine and aviation risks are

about the only lines that remain
tight in the generally soft prop-
erty/casualty reinsurance market,
brokers and reinsurers agree.

Mr. Ingrey said he was surprised,
though, to see rates in the upper
layers of some marine programs
falling by about 30%.

However, he noted, "That's after
a tremendous increase a year ago."

"Otherwise, things are going
along pretty much without any
change," with other business ren-
ewing as is, Mr. Ingrey said. "It's
almost like waiting for something
to happen."

How long the wait will be re-
mains unclear, and several rein-
surers say the market will proba-
bly not turn until 1993 at the
earliest.

Reinsurer results will have to de-
teriorate further before the market

tightens, PMA Re's Mr. Tirney said.
Current results, unacceptable as
they are, are too stable to trigger a
change, he suggested.

"It doesn't look like it's going
to be 1992, and I'm not so sure
about 1993, either," Mr. Tirney
said. -

Mercantile & General's Mr.

Hawksworth joked that he has
predicted since 1988 that the mar-
ket will turn in 1992, so he is "fast
running out of time."

"It looks like it will probably
still be another year away," he
said.

Most optimistic was American
Royal's Mr. Gschwind. "I think
there's anecdotal evidence it's

turning right now insofar as the
commercial multiperil and general
liability markets are concerned,"
he said.

"I think that the change is upon
us, but it's infinitesimally small,
and it's going to be slow," Mr.
Gschwind added.

While the economic recession has

cut into the premium volume of
primary insurers, it has had relati-
vely little impact on reinsurance
volume or pricing so far, observers
say.

Ultimately, the recession may af-
feet reinsurance volume, Mr. Bol-
land observed.

However, reinsurers in recent
years have shifted to writing ex-
cess contracts rather than propor-
tional contracts, meaning that the
premium they receive is less
directly tied to primary insurer
rating practices, he noted.

This practice insulates reinsurers
somewhat from recession-related

changes in primary insurer pricing,
Mr. Bolland said.

An economic recovery, mean-
while, could create problems for
reinsurers that are subsidiaries of

primary insurers, he speculated.
If a primary insurance company

whose surplus has been drained by
insurance and investment losses

wanted to expand its underwriting
in an improving economic climate,
it might actually take capital out of
the reinsurance unit to support its
own business, according to Mr.
Bolland.
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London market "We will see a response in the all over the world "
United States in the third and Meanwhile, two classes of

Contmued from page 1 fourth quarters this year," pre- business being affected by the COUNCIL ON EMPLOYEE BENEFITS
started to rise recently for the dicted Mr Harris, the Lloyd's contraction in the London rein- 46th ANNUAL CONFERENCEfirst time in several years, said underwriter He also foresees a surance market are energy and
David Cowley, managing direc- insurer insolvencies in the property catastrophe coverages
tor-corporate division of Jardine United States because of made- During July 1 renewals, premi- SEPTEMBER 30-OCTOBER 2, 1992 1
Insurance Brokers Ltd "Big quate reserves ums continued to rise and capac- THE WESTIN-COPLEY PLACE - BOSTON, MASS.
companies with June 30 renewals Everybody's awakened to the ity remained tight for energy
saw big meaty increases." fact that there's an exposure to business worldwide Meeting dealing with Important benefit policy,There also are more demands writing (property) insurance- "It was tough renewing in Jan- legislation and taxation - many confirmed key speakersfor sprinkler installations, with from Norway to Newcastle (Aus- uary, and the market has not re- For information call C. S. Lazaroff (216) 796-4008one U K insurance buyer denied tralia) to Japan where they had lented since There 15 no such
property coverage if it did not their biggest typhoon last k ear to thing as a straightforward re- 1144 E. Market St., Akron, Ohio 44316
install sprinklers, said Mr Cow- Los Angeles and their earth- newal," said Edward Moss, man-
ley And restrictions are being quake," added Mr' Harris "To aging director of the 011 and gas THIS MEETING IS OPEN TO ALL HUMAN

made on casualty coverages, with get a good spread, underwriters division of Wilhs Corroon PLC RESOURCES AND BENEFITS PROFESSIONALS

pollution exclusions becoming must have increases (for risks) Continued on next page
commonplace

"This has only started happen-
ing across the board," said Mr
Cowley "The reasons are obvi-
ous the poor results of (UK) m- 0//r-"-=I-'4-VT -«f er' :e='

surance companies and Lloyd's" .Ie-r--- -,» ---,.---' : . ''2, .,>34,
London underwriters, hit hard U/ "

by catastrophe and other losses a *al--
1

in the past few years, are baffled P.w "-*f Ph
_. . .ma-/.I . 4 9-at their North AInerican Colln- .fi,Ii,mililtnK.=„4,95,4.=*,e . ,.

terparts' stamina for reducing
rates

i

X, - 1"U S results are still good, -4 ;'01 332'- ---f:-
which is remarkable," said a -- ' l I.

London reinsurer "There will be -'-
.i**1i,•*4 . 6no change until the red ink starts -1. „14¥' .

to flow "
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In the mid-1980s, a contracting n': , , '*\BlLondon reinsurance market mm\\Ri
forced U S property/casualty
rates to harden, but that is Un- 2

I. -likely to happen this time -, -
741-

around, says investment analyst '
5* 4

9 ./

Conning & Co.
In London, Lloyd's capacity k* \VII'

has fallen to 10.16 billion pounds , *,- -- 42-

this year ($19 1 billion) from lust .

1 over 11 billion pounds ($17 7
billion) last year, and is likely to ti 7 1

* h= 1

=--

fall even further, to as little as 7 .- 1 5*26 *3 -- r --- f

billion pounds ($13 16 billion) t

next year The market recently
posted a record loss of 2.06 "'-'./ef..6=-

billion pounds ($3 85 billion) for '- ly

the 1989 underwriting year (BI, 3 -i-k I
June 29)

Meanwhile, a number of insur- ,m
1B

ers have either shut down,
stopped underwriting or are
seeking new capital to stay fafloat In the year ended July 1, --
mergers and closures reduced the

=.

Institute of London Un-
derwriters to 99 insurance com-

pany members from 115 -

Also, British non-life insurers ---1.1

recently posted a record com-
bined underwriting loss of 6 8
billion pounds ($12 72 billion) in
1991 WhyWorry?Has The Excess

London underwriters believe
this massive contraction has
frightened some U S ceding
companies away from London

Markef EverI-ktYou Down Bebm?
for security reasons, rather than A gentle xmmder tovetemns of 1984. eocess hablht¥ capaci and even the solvency of
competitive reasons, though no camers, can't be taken for granted Unless you have your coverage with Amencan Eocess Insurance
one can cite specifics Association, the Amencan Slip.

However, the contraction is Look at the names of our member compames (indmdual surplus ranges from $50 mllhonnot likely to affect the main-
stream U S property/casualty to over $3.5 bl]lion). This kind of financml strength and undemnting talent assures a long-term
cycle, said Peter Stanhope, ana- stability and predictabdity that no other fachty can pmvide
lyst for Conning International In fact, Amedcan Bocess was speafically established to provide a responsible, long-term
Inc in London, a Conning & Co solution to the excess capacity cnsis.division

The losses that London insur- We wnte a smgle policy of $75 milhon m excess of $25 nuIlion (some exceptions apply)
ers and reinsurers have paid, in- You enjoy one application, one underwnteK one policy and one claim manager ME are admitted
cluding the $8 billion in claims and fully hcensed m all states except ND, 1X and WY W£ also offer coverage m Canada and
from 1990 European windstorms, other countries.
are not having the same impact

Hard times could be closer than you thlnk Don't>ou Ank it'son U S underwriters, he said 31
"Insurance stocks in the United time to look mto the Amencan Shp? Askyour broker or agent to call an
States are very strong " American Excess underwriter at (203) 528-2155 or fax (203) 282-9393

A recent Conning analysis, American Excess

"Too Much Ado About Lloyd's of *Note A few classes am restncted to $50 mtillon m eocess of $50 million Higher attadments considered Insurance Association
on acase-brcase bags

London," echoed the view that Each membertsse,tmlly and nogomtly hable for its share, as spectied m the pohey, ofam assamed nsk.
Lloyd's huge 1989 loss will not Tenns and conditions of coverage are as stated m the pohcy
lead to a cycle change "Instead,

Undemntlng member companies and surplus as of 9/91 The Aetna Casualty and SureF Company ($2 4 blillon), Amencan Home Assurance Companythe Lloyd's loss has much nar- ($1 3 bdlion), Cononental C2sualy Company ($35 baon), Federal Insurance Company ($13 bilhon), The Contmental Insurance Companyrower implications by affecting ($401 mlillon), United States Fire Insumnce Company ($401 mlliton), General 5:ar National Insurance Company ($54 mihon),
certain classes of business, such Ihe Home insumnce Company ($768 mdtorO, insurance Company of North Amenca ($68; mlhon), Maryland Casuatey Company ($791 m,lhon),
as marine and catastrophe rein- NAC Rmnsurance Comoranon ($217 m,IliorO, The 'Duvelers Indemmry Company ($2 1 bill Z=h Insurance Compiny, US Branch ($505 mMon)
surance."

Some London underwriters,
however, think the U S risk
managers' rate honeymoon is
about to end
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in London.

Rate increases have been as

much as 100% for policyholders
with poor loss records, said Mr.
Moss. Even for "reasonable ac-
counts" that have been in the

market for a long time, increases
are running 15% to 20%.

Reduced capacity has led to
late renewals for energy risks.
"The market is very difficult and
tight, and a lot of programs have
not been finished yet," said Phi-
lip Hallett, executive director of
oil and gas at C.T. Bowring & Co.
Ltd.

For those that have been fin-

ished, prices have risen substan-
tially, Mr. Hallett said. Increases
vary greatly, but average about
25% among energy underwriters
in the marine market, he said.

Rates for energy risks placed
in the non-marine market bear a

comparison to the high rates of
1985, which was the last time
energy risks were placed on a
large scale in the non-marine
market, said Alan Lee, North
American underwriter for Sturge
Non-Marine Syndicate Manage-
ment Ltd. "There seems to be a

general tightening up of capacity
for non-marine energy risks in
London," he said.

Some major oil companies
seeking large amounts of capac-
ity have been unable to complete
their programs, Mr. Lee said.

Lately, London brokers have
had to work harder to place
business due to the demise of the

London Master Energy Line Slip,
which provided up to $650 mil-
lion in coverage.

Last year, brokers could place
only 60% of the slip, said Bruce
Garrett, development director
for Sedgwick Energy Ltd. This
year, the slip is gone because
"everyone's agreed that un-
derwriters don't want to write

facilities anymore and want to
write only facultative placings,"
he said.

In the meantime, many syndi-
cates and London insurers have

withdrawn from the energy mar-
ket, including syndicates man-
aged by F.L.P. Secretan & Co.
Ltd. and Andrew Weir Insurance

Co. Ltd. and Bishopsgate Insur-
ance Ltd.

As a result, worldwide capac-
ity for each energy risk is down
to between about $1.8 billion and

about $2 billion from up to $2.25
billion two or three years ago,
said Mr. Garrett.

Capacity, though, has not de-
clined much in the last year.
"Some (underwriters) that are
still here have increased their ca-

pacity to take advantage of the
higher prices being charged. So
there is not much difference in

terms of capacity between this
year and last year," explained
Mr. Hallett.

Among those increasing their
capacity, he said, were: syndi-
cates managed by Hayter Brock-
bank (International) Ltd., Char-
man Underwriting Agencies Ltd.
and Wellington Underwriting
Agencies Ltd.

By year end, Sedgwick Energy
believes that capacity will con-
tract even further, making it
hard to place coverages without
gaps, according to Mr. Barrett.

This shortage has prompted
Sedgwick Energy and Price Wa-
terhouse to set up a European oil
and gas policyholder-owned fa-
cility (BI, June 1). Sedgwick says
final details of the facility are
due out soon.

"The oil industry's in a re-
cession, and they're not prepared
to pay further price increases.

That's why we're looking at al-
ternatives," said Mr. Barrett.

Bermuda-based Oil Insurance

Ltd. also is currently considering
setting up a policyholder-owned
facility for North Sea rig risks,
Mr, Hallett said.

An OIL official said some OIL

policyholders are examining the
feasibility of such a facility.

"It would not surprise me if we
had more mutuals setting up, be-
cause clients are being asked to
pay more and more for their in-
surance costs, and they will be
looking for ways to reduce those
costs," Mr. Hallett said.

Meanwhile, brokers are flying
to continental Europe to find
new capacity to cover energy in-
surance packages, especially the
non-marine portion of risks that
have been unbundled in London.

European markets, particu-
larly France, Switzerland and
Germany, are being used "signi-

ficantly more" than they were a
year ago," Mr. Moss said.

"We're catching planes to Eu-
rope a lot more often than we
used to," said Richard Keeley,
director of North American

property at Alexander Howden
Ltd.

Worldwide, the cost of prop-
erty catastrophe reinsurance also
is on the rise.

U.S. ceding companies buy a
total of $8.5 billion of property
catastrophe coverage excess of
$1.5 billion annually, with many
insurers renewing programs
their at midyear. Among them:
Aetna Casualty & Surety Co.,
Chubb Corp., CNA Insurance
Cos., CIGNA Corp., Employers
Insurance of Wausau; Farmers
Group Inc.; Kemper National In-
surance Cos.; Prudential Insur-
ance Co. of America; Travelers
Corp.; and USF&G Corp.

At midyear renewals for these

companies. property catastrophe
excess-of-loss reinsurance pre-
miums rose an average of 34%
and rates an average of 32%.
That follows average mid-year
increases of 22% in 1990 and

1991, London underwriters say.
At Jan. 1 renewals, U.S. Ced-

ing companies fared slightly
worse: premiums rose an average
of 39%, rates an average of 33%.

With limits averaging $150
million to $200 million in Lon-

don, rates for U.S. ceding com-
panies ranged from a 236% in-
crease to a 5% reduction during
mid-year renewals this year, un-
derwriters said.

North American catastrophe
reinsurance rates are continuing
to surge, added Colin Murray,
chairman of R.J. Kiln & Co. Ltd.

"The bottom layers of catas-
trophe covers are experience-
rated, so they vary a lot. But the
higher layers are up between 20%

and 30%," he said.

Worldwide catastrophe rates
have risen about 10% for lower

layers and 25% to 30% for higher
layers, Mr. Murray said.

Price increases for U.S. prop-
erty catastrophe reinsurance av-
erage 45% to 50%, said Lloyd's
underwriter Mr. Harris.

With prices rising, Marsh &
MeLennan and J.P. Morgan &
Co. Inc. are trying to raise at
least $300 million in capital to
form a property catastrophe
reinsurer, Mid Ocean Reinsur-
ance Co. Ltd. in Bermuda (BI,
June 22).

"Deja vu," said Mr. Harris
when hearing about Mid Ocean.
He recalls that after Hurricane

Betsy in 1965, M&M helped set
up British Insurance & Reinsur-
ance Group for the exact same
reason. It eventually was merged
into Terra Nova Insurance Co.

Continued on nert page

N M°14Fy L hokuk
Ser)

+Olu

<ja,Se '.

When Lisa was born

her kidneys didn't work.

So we helped Lisa's mother
learn to care for her.

It saved $200,000

in hospital costs.
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Ltd., in- which M&M still is a
shareholder.

In the meantime, rates for

other types of the North Ameri-
can property/casualty insurance
and reinsurance remain gen-
erally flat in London, with occa-
sional rate increases and de-

creases depending on the class of
business.

In London, rates are rising and
capacity shrinking for property
coverages for some North Ameri-
can business like mining and
pulp paper, said Mr. Lee of
Sturge.

But most North American

property rates are standing still.
"We are seeing a very stable
market with increases in rates

where the loss experience makes
them applicable," said Mr. Kee-
ley of Alexander Howden.

Reduced rates for property
business are rare, but un-

derwriters are still wary of the
extremely competitive domestic
U.S. market, he said.

"Accounts with a past are
being looked at very carefully,
but the underwriters do not want

to lose business," Mr. Keeley
said.

And new accounts are receiv-

ing microscopic attention. "Un-
derwriters don't want to rape
and pillage new business, but
they are looking at the details of
the risks much more carefully,"
Mr. Keeley said.

U.S. property rates need to at
least double if they are to reflect
the risks insurers are covering,
added Mr. Wetherell, the Lloyd's
underwriter. However, in some
cases, North American property
insurance rates are slipping in
London, he said.

Mr. Wetherell said he is declin-

ing U.S. business being offered
to London underwriters when he

.

'Accounts with a past
are being looked at

very carefully,'
explains Howden's

Mr. Keeley.

believes that the rates are inade-

quate.
"We are declining a lot of com-

mercial fire business. Most of it

is remaining in the United ,
States, but some of it is being
written in London now," Mr.
Wetherell said.

Most increases in U.S. prop-
erty rates are inflation-driven
increases of 2% to 7%, "unless

there is a story to tell," said
George Lloyd-Roberts, chairman
of Lloyd's Underwriters' Non-
Marine Assn.

And let Lisa grow

Up at home.

Aetna's Individual Case Managers help
people who are in our group plans receive
proper health cam. They help to find the
best available treatment by understanding

people's needs and by working with their

doctons. In many cases, by· discovering
alternative methods fortreatment, medical

costs are reduced. And more importantly,

people can recover in a somewhat more
comfortable environment. Like /Etna
home, for instance. With family.
Aetna. A policy to do more.

Meanwhile, new capacity and
personnel changes might spark
competition in the North Ameri-
can casualty market in London.

Lexington Insurance Co., an
American International Group
Inc. unit in London, has in-
creased its capacity to $20 mil-
lion from $15 million. By year
end, that capacity should rise to
$25 million, said Keith Peacock,
general manager of Lexington in
London.

Additionally, Lexington has
lured Chris Horton and Karen

Williams away from rival Zurich
Re U.K. Ltd. Mr. Horton will un-

derwrite generil casualty busi-
ness at Lexington, and Ms. Wil-
liams will underwrite

professional liability accounts.
In addition to taking on Zurich

Re personnel, Lexington also has
begun using Zurich Re's general
liability policy form, said Mr.
Peacock.

© 1992 Aetna Life and Casualty Company
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After the demise of the H.S.

Weavers (Underwriting) Agen-
cies Ltd. line slip in 1990, Zurich
Re became the leading North
American liability underwriter
in London. All of the main fol-

lowing companies in London fol-
lowed the Zurich Re form except
Lexington, which instead of-
fered its own form.

Lexington will continue to
offer its own form in addition to

the Zurich Re form, Mr. Peacock
said. "The dust has now settled

after Weavers, and we believe

that it is important to give our
clients a choice."

However, Lexington's larger
capacity and aggressive hiring
will not lead to a rate-cutting
war with Zurich Re, said Mr.
Peacock. "That would be a war

which no one would win."

And other companies in Lon-
don would not join in the battle,
said Marcus Brown, under-
writing director for Anglo-
American Underwriting Man-
agement Ltd.

"We are not going to follow
prices down. If that means we
get left off business which we
were writing before, then so be
it," he said.

In fact, despite the increase in
capacity, Mr. Peacock expects
the liability insurance market to
harden a little in London over
the next few months.

"Clients are coming here for
the market, not just because of
us. The brokers here have a lot of

ingenuity and ideas. The added
flexibility our extra capacity will
provide should help them in their
job," he said.

However, the move by Lexing-
ton could develop into battle of
the giants in the London casualty
market, said John Holford, dep-
uty chairman of Sedgwick Non-
Marine Insurance Ltd.

"Zurich was beginning to take
up a more dominating position at
Lexington's expense, and now
Lexington is fighting back," he
said.

For brokers and clients, that

could present new opportunities,
said Mr. Holford. "There will be

more choice and more capacity
and more good things generally."

Already there is plentiful ca-
pacity in London, Mr. Holford
said. "If you have all your ducks
in a row, you should be able to
place the first $100 million in
London."

Lexington's move came too
late to affect midyear renewals,
in which casualty rates were lit-
tle changed from a year ago, Mr.
Holford said. London un-

derwriters once again had little
luck raising rates, he noted.

"Medical malpractice un-
derwriters, for example, have
put increasing pressure on bro-
kers to jack up rates, but they
have had only marginal success,"
Mr. Holford said.

London underwriters also are

managing to achieve some in-
creases in directors and officers

liability insurance and profes-
sional liability insurance rates,
said Mr. Brown of Anglo-Ameri-
can.

"The increases are quite small,
but brokers are a lot more in-

terested in what we have to

offer," he said.
However, there is still intense

competition from domestic writ-
ers in the United States, despite
those insurers' falling investment
income due to lower interest

rates, Mr. Brown said.
"There must come a time when

loss ratios become so high that
investment will not be enough to
cover the deficit, but I think it
will come later rather than

sooner," he said. I
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different-doesn't look very fa-
miliar (see story, page 55).

The market is not responding
in traditional ways to traditional
market-turning forces like natu-
ral catastrophes, and some insur-
ers predict that only a major in-
solvency or two will cause rates
to rise. And no one is willing to
hazard a guess as to when-or
even if-that long-awaited event
will occur.

And, for once, other executives
in the marketplace, like brokers
and surplus lines officials, con-
cur (see stories, pages 57 and 60)

"We think there may be some
early signals of change, but the
crystal ball is still pretty
cloudy," said Karl W. Uban, vp-
commercial product manage-
ment for American States Insur-

ance Co. of Indianapolis. Most of
the Lincoln National Corp. unit's
commercial property/casualty
clients are "small to mid-size,"
meaning their annual premiums
are $25,000 to $100,000.

"The market has been pretty
static over the last few years, but
we've seem some further soft-

ening for mid-size accounts,"
Mr. Uban said. "It could go down
further, but I don't think it
Will. "

Market conditions are "essen-

tially the same" as they were in
the spring, said Thomas Kelsey,
executive vp of Chubb & Son in
Warren, N.J.

"If there's any tendency, I'd
SAY it's a tad softer--that's a
function of the fact that the total

pie is smaller,'' said George
Ramsdell, senior vp and chief
underwriting officer of the
agency group for Continental
Corp. in Cranbury, N.J.

Companies are moving to pro-
tect existing books of business,
said Mr. Ramsdell.

"We've seen little change at all
over the past year. I think it's
still soft," said Joseph Basta,
president of Zurich-American
Commercial Insurance in

Schaumburg, Ill.

"Right now two things are
going on," said Charles J. Clark,
president of the property/ca-
sualty commercial lines division
at Travelers Insurance Co. in

Hartford, Conn. "Insurers are

talking one game and playing
another. We talk as though
today's market is normal. We are
at the bottom of rate inadequacy,
and we say it's something we
have to adjust to. At the same
time, we believe or hope the
market will turn dramatically in
the next 12 to 18 months.

"Nobody is writing business
today for its profitability. We
believe in a turn."

"In general, things are begin-
ning to firm. I don't want to
overstate it; it's still a soft mar-

ket," said Bruce Smith, senior vp
of Employers Insurance of Wau-
sau, a Nationwide Mutual Insur-
ance Co. subsidiary in Wausau,
Wis. Mr. Smith added, however,

that he was "optimistic" because
even in soft casualty lines of cov-
erage, rates are not dropping on
a "wholesale" basis.

The recession is also ham-

pering insurers' attempts to in-
crease prices, noted Richard W.
Wratten, president of Transa-
merica Insurance Co.'s commer-

cial insurance division in Wood-

land Hills, Calif. The recession
has cut into the business avail-

able, and insurers don't want to

lose renewals, he pointed out.
"I think there are some desper-

ate people out there," said Mr.
Wratten.

And they're not all insurers.

Employers, he said, are reporting
lower payrolls than they really
have in order to reduce the pre-
miums they pay. And, as individ-
ual companies institute layoffs,
there are increases in both the

frequency and severity of stress-
related workers compensation
claims, he said.

At American States, which
specializes in smaller retail and
service companies, the recession
has hit hard, said Mi·. Uban.
"Lots of our customers have can-

celed policies because they've
gone out of business. And, our
new business is down."

Collections are also getting
tougher, he added, particularly
from companies that owe addi-
tional premiums after their poli-
cies expire.

"I can never remember a cycle
where financial underwriting
has been as critical as it has been

in the past couple of years," said

A

Wausau's Mr. Smith.

"Our exposures are down by
5% and our pricing is off by 5%,"
said Mr. Clark of Travelers.

"What drives our premium base
is payroll, so if companies are
selling less, making less and pay-
ing less, our premiums go
down."

But Travelers has not been

hurt by accounts receivable
problems or by bankruptcies re-
sulting from the recession, ac-
cording to Mr. Clark. "That is
amazing to me."

In fact, Mr. Clark said Tra-
velers' overall premium volume
is down not because of the re-

cession, but because more em-

ployers are turning to self-insur-
ance and some accounts have
moved to alternative facilities.

"The demand for coverage
hasn't been dropping. If any-
thing, they want more at the
same price," said Michael McIn-

1 1

tyre, senior vp at Allendale Mu-
tual Insurance Co. in Johnston,
R.I.

"We traditionally have seen
lower frequency and severity of
losses during a recession. When
businesses are working seven
days a week, three shifts a day,
there's a greater chance for acci-
dents and machinery breaking,"
said William E. Moriarty Jr., vp
and staff officer-marketing for
Arkwright Mutual Insurance Co.
in Waltham. Mass.

Chubb's Mr. Kelsey said the
recession has led to a "modest"

drop in demand for coverage.
Claims also seem to be "flatten-

ing" except in Texas and Cali-
fornia, he said.

"Maybe 1% of our policyhold-
ers-for us that means four or

five-have reduced the amount

of limits they are purchasing,"
said Walter Scott, president and
chief executive officer of policy-

holder-owned ACE Ltd. in Ham-

ilton, Bermuda.
Other than that, the recession

has not affected ACE, he said.

Most insurers said that they're
not doing anything significantly
different now than what they
were doing a year ago to gen-
erate business.

"We're not out deliberately of-
fering better terms or condi-
tions," said Wausau's Mr. Smith.
He said that Wausau will walk

away from business "if the price
doesn't make any sense.''

"We are not happy with our
numbers, and we're trying to im-
prove them," said Mr. Uban of
American States. "We've estab-

lished some pricing floors."
"We are focusing more on re-

newals than new business: It's

the devil you know rather than
the devil you don't know."

"In certain classes, we're try-
Continued on nert page
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ing to say to the client, 'Barring
some monumental change in ex-
posure, we'll try to maintain a
price equilibrium for three
years,' " said Chubb's Mr. Kel-
sey. That would mean that the
price would shift only within
certain percentage bounds, he
said.

But The Hartford Steam Boiler

Inspection & Insurance Co. no
longer will guarantee rates for
more than one year, said Robert
W. Trainer, senior vp at the Har-
tford, Conn.-based specialty in-
surer.

"We aren't trying to put a lot
of high-hazard property business
on the books. We are anxious to

put low- and moderate-level
boiler and machinery business on
the books-but at our prices,"
said Mr. Trainer.

"We continue to try to find
terms and conditions that meet

the needs of our customers and

don't put us out of business,"
said Arkwright's Mr. Moriarty.

"Travelers never makes any-
body's top 10 list for aggressive
pricing," Mr. Clark said, noting
that the insurer continues to lose

market share except with very
large accounts-those with more
than $1 million in annual pre-
mium.

"We play the pricing game de-
fensively, but not aggressively,"
he said.

The alternative markets are

also assuming a more defensive
stance. For example, ACE is no
longer offering three-year poli-
cies to new chemical, pharma-
ceutical, petrochemical or large
energy accounts, Mr. Scott said.
All have to renew annually.

ACE is also "scrutinizing fi-
nancial institution directors and

officers risks more closely," he
said.

Asked which direction various

rates were moving, insurance ex-
ecutives agreed on little except
that the movements weren't ter-

ribly significant.
For example, Mr. Uban of

American States reported that
for primary general liability,
commercial auto and umbrella

coverages, the insurer is securing
"modest" increases over last year
in the 5% to 10% range.

But Travelers' Mr. Clark cited

decreases of 2% to 3% for pri-
mary and lower-layer excess lia-
bility coverage.

"Exposures also are down by
about 10%, and when you com-
bine that with loss costs inflating
by 10% to 15% in some lines, the
dollars become significant," Mr.
Clark explained.

Rates for all "traditional cov-

erages"-like general liability,
commercial auto and property-
have dropped by 2% to 10% dur-

ing the past year, said Zurich-
American's Mr. Basta. In addi-

tion, municipal liability is "get-
ting extremely competitive," he
said.

Professional liability cover-
ages and directors and officers
liability are more of a mixed bag.

D&0 is "relatively flat," said
Jim Ansaldi, senior vp-D&0 and
professional liability under-
writing for X.L. Insurance Co.
Ltd. in Bermuda. X.L. is not in-

creasing prices unless the account
grew or its experience worsened,
he said. "If it's an 'as is' risk, it'11

get an 'as is' renewal," Mr. An-
saldi explained.

Most manufacturing D&0 rates
are flat, though rates for financial
institutions are still rising, said
Mr. Kelsey.

U.S. professional liability in-
surers are cutting back their cov-
erage for law firms, Mr. Ansaldi
noted, particularly those with fi-

***:ei¢s WO A.M., a kline of rest for most,
*itfnOt*652 hospitals, where it's business as

<taisual 24 hours a day, every day.

] And their workers' compensation exposures
' «can be as tough as their schedule.

When several hospitals desired a responsive,
cost·effective program to handle their unique
round-the-clock workers' compensation
exposures, Commonwealth Risk was there
to help.

As a specialist in alternative risk financing,
Commonwealth Risk knows how the

Alternative Market "operates." With over
twelve years of experience in structuring
captives, Insurance Profit Center® programs
and innovative funding arrangements,
Commonwealth Risk can assist brokers in

developing responsive workers'
compensation programs for all types of
sophisticated insureds.

Designing the right alternative risk

financing program is just like making the
right diagnosis.

When you need a remedy to cure the rising
cost of workers' compensation coverage for
your large clients, call Commonwealth Risk.

We have the right prescription.

For more

information,

please call:

Philadelphia, PA (215) 979-3300
Orange, CA (714) 978-0577

London, England 071-247-1066

CommonwealthRisk
Services, Inc.

An MRM Company
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nancial institution clients.

Premiums for most classes of

errors and omissions insurance

are stable, Mr. Ansaldi said. But,

premiums for law firms continue
to soar, he said, noting that X.L.
is seeking 5% to 8% increases for
law firms. There has been a "con-

traction of limits" in the market-

place, he pointed out.
X.L. is no longer offering new

law firm professional liability ac-
counts the facility's full $50 mil-

. lion in limits, Mr. Ansaldi said.
Rather, new accounts are being
offered limits of only $25 million
in excess of $50 million.

Law firms can find $40 million

to $50 million in professional lia-
bility coverage in the London
market and most firms can pur-
chase limits of up to $70 million,
without tapping X.L., Mr. Ansaldi
said. "A law firm could still put
together $100 million if it needed
to."

X.L is gaining new D&0 and
professional liability clients for-
merly insured by Reliance Na-
tional Insurance Co. in New York,
Mr. Ansaldi said.

Worried about the financial se-

curity of Reliance, these com-
panies are turning to X.L., ac-
cording to Mr. Ansaldi. Reliance
has downplayed concerns over its
1991 results and several rating
agencies indicated that no down-
grades are planned (BI, June 22).

A Reliance spokesman said last
week: "Our D&0 renewal reten-

tion rate is running about 90%,
which is our normal retention

rate. Our overall D&0 book of

business is 15% above last year
and slightly ahead of budget."

Meanwhile, rates for excess
general liability are "slightly
ahead of last year-increasing by
roughly 4.5% on average-for
risks that did not change attach-
ment points or suffer large
losses," said Bob Cooney, senior
vp-excess and general liability at
X.L. Insurance Co. Ltd.

Higher-layer accounts are in-
creasing at 10% to 15%, while ac-
counts with exposures that have
improved or scaled down are de-
creasing by 5% to 10%, Mr.
Cooney said.

Mr. Cooney said an average risk
could put together $300 million in
coverage just between ACE Ltd.
and X.L. Another $200 million

may be found by tapping other
facilities, he said.

The property market remains
soft, said several insurers. Prop-
erty rates, for both highly pro-
tected risks and non-HPR risks,
are still heading south, by 5% to
10% according to the risk, said
Chubb's Mr. Kelsey.

Travelers' Mr. Clark also esti-

mated that property rates had
dropped about 5%, and Continen-
tal's Mr. Ramsdell called the HPR

market "soft."

Hartford Steam Boiler has not

been able to obtain rate increases

exceeding 5% for its HPR ac-
, counts, said Mr. Trainer.

"We're in much the same place
we were two months ago," said
Arkwright's Mr. Moriarty.

"There's nothing that's chang-
ing," said Allendale's Mr. McIn-
tyre.

Hartford Steam Boiler raised

prices 5% to 10% on new and re-
newal small and mid-size ac-

counts earlier this year, said Mr.
Trainer. The specialty insurer also
raised prices, again 5% to 10%, for
high-exposure accounts like pulp
and paper companies and utili-
ties, he said.

But, some high-hazard market
segments, like utilities, are so
competitive that price increases
are not possible "even though

Continued on next page
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Market turn ance Co 's commercial insurance

Want specialtf' insurance dlvlslon ln Woodland Hills,
Continued from previou: page

with a personal toud,7
Calif

managing the soft market "In the last market, the capital
"The reinsurance market lS bases shrunk Now there's plenty

more stable; you don't see a lot of capital," said Chubb's Mr

Talk to the Bivwnygivl of shifting sands-offshore rein- Kelsey
surance mutuals," he added "Capital markets are still sup-

The personal approach ,

Put the Brownyard per-
In addition, the regulatory at- portlng growth in surplus," said

the Brownyards have taken
mosphere has changed, Mr Uban William E Moriarty Jr, vp and

sonal approach to work for explained -We all know we staff officer-marketing for
toward their security guard you Talk to Brendan, Bruce can't do the dumb things we did Arkwright Mutual Insurance Co
coverages for nearly 40 or Bryan-for security guard, last time," like canceling cover- "Basically, companies are mak-
years is also being applied country club and pest con- age or raising prlces in the mid- ing money "
to their country club and dle of a policy period That Mr Kelsey also credited atrol coverages that you can
pest control coverages -= count on Talk to the knowledge may help restrain technological, rather than finan-

market volatility, he said cial, factor for changing the dy-In all three areas, the ilinwnyard "We will not see a repeat of namics of the current soft mar-
Brownyards are providing 1985-86 The regulators will say, ket Most insurers have much
steady, dependable ccver- THE BRgWNYARD 'You did it to yourselves, guys, better management information
age year after year-through GROUP and refuse to grant large rate in- systems now than they did six or
soft and hard markets creases even in areas in which seven years ago, he said Insurers

21 Maple Avenue, CN9175
Bay Shore, New York 11706-9175

insurers did not do lt to them- are thus able to measure rate

(800) 645-5820 • In NY (516) 666-5050 • FAX (516) 666-5723 selves " like workers compensa- levels against a standard,
tion, said Richard W Wratten, whether lt be last year's rates or
president of Transamerica Insur- some other yardstick, Mr Kelsey

said

. Given the nature of the current

soft market, a market turn might
literally take an earth-shattering

--r L event, suggested Charles J'L-

0 0/0
Clark, president of the commerc-
ial lines division of Travelers In-

1 surance Co in Hartford Conn

"It would take (something like)
i El ./. a huge earthquake in the United4:

. .
44. - States to correct this market The

/ . r .P, ,
fact that the London or reinsur-
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Mr Clark
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"This cycle isn't reinsurance-
driven," he said

I
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be a quick turn and lt won't be9*471'. 2 characterized by loss of (insur-
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J ance) products," he said
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, m Other insurers offered less dra-

f. matic potential catalysts for an
eventual upturn in prices

Unless significant capital
leaves the market, the stock mar-

¥P ket plunges or a significant
4-

-- player goes bankrupt, lt lS Un-
hkely insurers will "get religion"
anytime soon, Hartford Steam
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Boiler's Mr Trainer said

"What could turn the market

over time is the impact of invest-

k i-/m NA :.4L: *).A££4- 4,6 4 #B ment income on insurers' re-

sults," said American States' Mr
Uban He added that lf insurers'

investments continue to perform
poorly and company results de-

I

terlorate, -we may see somet#) -

-/ 1
changes "

:1 11. + "There would have to be some

company failures of significant

Aon R
magnitude to turn the market,

egenty, Inc. said Zurich-American s Mr
Basta

Servi
Transamerica s Mr Wratten

was more blunt

4¢Ily "I think you're going to have to
have some companies go down
You can only Mickey Mouse with

123 North c reserves so long," he said Draw-
Chicago, Illinois • 60606 ing down reserves when execu-

7900 tives know the Company is going
to need them lS nothing less than
"irresponsible management," he

Son Francisco ew rk Seattle added

"I think we somehow have gotAon Reinsurance Agency, inc. n R Inc. Aon Reinsurance Agency, inc. to bring some order into the
415/546-3180 21 5873323 2061343-5541 market we're dealing with It's

time that we run this thing like a
-

business," said Mr Wratten I
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By MICHAEL SCHACHNER
and SARA MARLEY

Insurers hungry for business, brokers say

An overabundance of capacity,
ample reinsur-

RrY/17 ance and

ILI#Youl healthy earn-
E / „ 9 // ings for insur-
* r '- S s'-1 ers are combin-

M 1 D Y E A R UnflktoofkteheeIsthe
RENEWAL5 commercial

property/ca-

sualty insurance market soft, ac-
cording to brokers.

Competition remains as stiff as
ever for property accounts and
for multiline accounts for mid-

sized businesses.

However, lines of business that

are primarily written by the
London market-like aviation

and marine coverages-and
high-level excess liability cover-
age are experiencing some firm-
ing both in pricing and terms.

In addition, directors and offi-
cers liability coverage and pro-
fessional liability insurance for
large law and accounting firms-
lines that have been hardening
over the past few renewal peri-
ods-continue to experience rate
increases, brokers report.

But these are the exceptions
rather than the rule, brokers say

Insurers are hungry for new
business and are generally will-
ing to do whatever it takes as far
as cutting rates and relaxing
coverage terms in order to hang
onto existing accounts, they say.

With investment income dip-
ping, insurers continue to rely on
premium dollars to fuel growth,
brokers explain.

Thus, the U.S. commercial in-
surance market generally re-
mains highly competitive and
shows no sign of turning as a
whole, according to brokers.

Only when insurer profits
tumble significantly will un-
derwriters put an end to the
competition, they say.

"Insurers are posting record
earnings, their surplus is high
and their reserves are relatively
low. Basically, the companies are
making money and they see no
reason to back away from what
has gotten them there," said
John O'Sullivan, managing
director with Marsh & McLen-
nan Inc. in New York.

"There's no evidence that we
have hit bottom,'' said Don
Weber, chief operating officer
with Jardine Insurance Brokers

Inc. in San Francisco. "Insurer

profits are up, despite question-
able reserving practices. As far

| and branch managers still wantas we can see, both the corporate

business and are willing to be
very competitive on risks that fit

Brokers say the appetite for
new business is high in order to
increase revenues, especially
since investment returns are

lower than in previous years.
"ICs pure economics, what I'd

call Business 101, that's driving
the market," noted M. Renwick
Severance, vp-specialty lines
with Hogg Robinson Inc. in Bos-
ton. "Investment income is low,
so the underwriters have no

other choice but to bring in the
premiums and go after new busi-
ness."

"The property/casualty com-
panies just aren't hurting," said
Chuck Weisblum, chairman of
MLW Services Inc. in New York.

"The catastrophes are all stuck
in the reinsurance market. The

real estate and junk bond market
crashes hit the life industry. And

with the influx of European cap-
ital, the name
of the game is
premiums

Things are assoft as they have ever ..r'.,

been, and it's · 4 11. 4 <:3
going to get * .U-,4.- f
worse before

it gets better."
Another factor keeping rates

down is plentiful reinsurance ca-
pacity for most lines.
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ALABAMA

McGriff. Seibels & Williams. Inc.
Thanies Batre' Mattei Beville & Ison

ARIZONA

The Mahoney Group

CALIFORNIA Barney & Barney
Bolton and Company
Woodruff-Sawyer & Co.

CONNECTICUT

Arthur A. Watson & Co.. Inc.

FLORIDA

J. Rolle Davis Insurance Agency. inc.
Seitlin & Company

GEORGIA

Hamilton Dorsey Alston Company
Palmer & Cay Carswell. Inc.

HAWAII

American Mutual Underwriters. Ltd.

ILLINOIS

Mack and Parker. Inc.

INDIANA

Insurance & Risk Management

IOWA

Cottingham & Butter. Inc.
LaMair-Mulock-Condon Co.

KANSAS

Insurance Management Assoc. Inc.

KENTUCKY

Powell-Walton-Milward. Inc.

Brokers also note that reces-

sionary periods lead to busin-
esses downsizing, and smaller in-
surance buyers need less
insurance.

"So insurers are collecting
fewer premiums, not only be-
cause they are cutting rates, but
because our clients are smaller,"
explained Mr. Batonik.

MLW's Mr. Weisblum observed

that the current environment not

only is keeping prices soft, but
Continued on nert page

Prress in industry depends larely on the
enterprise of deep-thinkins men and women
who are ahead of the times in their ideas

-6it' William I liP,

And for lines for which the re-

insurance market is not as favor-

able, insurers are simply retain-
ing a larger portion of the risk in
order to write coverage at the
same terms, brokers say.

"When the last soft market

turned, it was because reinsur-
ance became less available. Since

that time, companies have been
taking higher retentions and
haven't been relying as heavily
on reinsurance," pointed out Bill
Quinn, senior vp with Willis

Corroon Corp. in New York.
The recession also has fueled

the continuation of the soft mar-

ket, according to brokers.
Policyholders "are looking to

cut costs," said Daniel Batonik, a

vp in the property division of
Johnson & Higgins in New York.
"When their program is up for
renewal, they're willing to shop
in new markets. Risk managers
are under pressure to cut all the
fat out. Loyalty goes out the
window during a recession."

a
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Brokers
Continued from previous page
terms are soft as well. "The ease

at which we can place what
would normally be considered
marginal business is incredible."

And, incumbent underwriters

are continuing to display a wil-
lingness to do whatever is neces-
sary to retain the business.

"Insurers are pricing new busi-
ness more conservatively," said
Elliott Jones, vp-marketing with
Alexander & Alexander Services

Inc. in Chicago. On the other
hand, "They're very competitive
on existing business. It's not like
the insurers are volunteering
rate reductions, but when the
competition comes calling, they
have to respond."

Brokers unanimously report
that property business continues
to be the hottest source of com-

petition among commercial in-
surers.

"Property continues to drive
the market. Most insurers are

willing to jump at a good prop-
erty risk. Highly protected risks
are very soft, especially among
the well-known HPR writers.

Rate cuts of 15% to 20% are not

uncommon," said Nelson Green,

a vp with Poe & Associates Inc.
in Tampa, Fla.

But it's not just HPR business
that insurers are pursuing.

"A nice piece of Main Street
property business can produce a
surprising quote on any given
day, and there doesn't seem to be
any difference between small
and large accounts. All property
is attractive these days," Hogg
Robinson's Mr. Severance

pointed out.
A few brokers, though, claim

property rates have been driven
so low during previous renewals,
that there's simply no room for
further cuts. But property ac-
counts that have been driven to

rock bottom prices are simply
renewing at expiring rates,
which is still advantageous to in-
surance buyers, the brokers add.

"Most of our property accounts
are seeing flat renewals, with an
occasional reduction," said Ro-
bert Hilb Sr., president of Hilb,
Rogal & Hamilton Co. in Glen
Allen, Va.

"Large accounts seem to be
holding their own, while the
middle-market accounts are still

soft, with 5% to 10% price reduc-
tions on average," added Mr.
Weber of Jardine.

Brokers note that at a time

when premiums are the main ve-
hicle to offset low investment re-

turns, property insurance is the
most lucrative business for in-

surers. Property insurance's
short tail makes it a perfect line
of business to make quick prof-
its, they say.

"Premiums are the way to stay
afloat, and with risk managers
fully aware of how cheap cover-
age is, it's property where an in-
surer can get away with coming
in real low," said Charles Fiske,
group marketing director with
Sedgwick James Inc. in Mem-
phis, Tenn.

Although insurers have been
hit by a string of catastrophes
over the past two years, causing
more than $4 billion in insured

damage claims, these losses have
had virtually no impact on the
commercial property insurance
market.

Brokersalso report no upturn
in the primary general liability
insurance market. They say rates
are stable in most cases, or

slightly lower if the account is
being chased by more than one
insurer.

"General liability has become

rather static over the past nine
months," said Mr. Green of Poe
& Associates. The incumbent

carrier tends to make the final

offer-it's usually the lowest-
and that's where the risk stays."

"Middle-market casualty ac-
counts are still soft, with 5% to
10% rate reductions, but every
once in a while we'll witness a

real horror story. When a prop-
erty manager's premium for GL
drops to S700,000 from $1.2 mil-
lion, it tells you pretty much all
you need to know," said Mr.
Weber of Jardine.

David MEGurn. president of
International Special Risk Ser-
vices, a unit of Arthur J. Gal-
lagher & Co. in Itasca, Ill., said a
10% to 15% increase in a risk

manager's liability exposure
often slips by with a flat rate on
renewal.

And Bill Bolton, chief execu-
tive officer of Bolton & Co.- a re-

gional broker based in Pasadena.
Calif., said liability accounts
generally are renewing at be-
tween 10% to 25% below expiring
rates.

Richard Miller, chief executive
officer of Willis Corroon Group
P.L.C., who is based in Nashville,
Tenn., labeled the municipal lia-
bility market "as competitive as
anything in the business."

High-level excess liability
rates. however, are firming, bro-
kers report. They explain that in-
surers have realized that these

policies need to at least bring in
a minimum premium to justify
the higher limits to which they're
exposed.

"High4evel excess is getting
more expensive. The layer below
that is pretty stable, but compe-
tition is even starting to get those
premiums down," said M&M's
Mr. O'Sullivan. "For limits

below $25 million, the competi-

tion has bec6me stiff."

"Only asbestos and risks with
huge pollution exposures are off
limits," said Mr. Weisblum of
MLW Services. "All other lines

of business are being active so-
licited. Excess coverage is rou-
tinely going for minimum premi-
--ims."

"Capacity is there for all
classes of excess liability,"
agreed Sedgwick James' Mr.
Fiske. "The only change that's
noticeable is that for limits

above $30 million there is now a
minimum premium."

Mr. Severance of Hogg Robin-
son agreed that insurers appear
to be taking a firmer stand on
pricing for high-level excess lia-
bility insurance.

"Underwriters seem to have

found religion on high-level ex-
cess and high-hazard coverage."
he said. "They now believe in
minimum prices, which is an im-

provement."
Insurers continue to impose

tougher terms and higher prices
on most forms of professional li-
ability coverage, brokers say. In
some cases, however, terms for
medical malpractice insurance
are loosening.

"Professional liability always
seems to be a moving target,"
said Mr. Severance. "Average
prices are up 5% to 10% except
for medical malpractice, which is
loosening because of improved
loss results and also because it's

rebounding from a period when
the underwriters overreacted."

"Accountants and lawyers are
definitely seeing their premiums
go up," said Mr. O'Sullivan of
M&M.

"The severity of lawsuits
against big firms has had an im-
pact on this type of coverage."

"Accountants' coverage is al-
Continued on next page

TWO THIRDS OF THE WORLD IS COVERED BY

IF YOU DO BUSINESS GLOBALLY, AN INSURANCE PARTNER VVITH A WORLD OF EXPERIENCE
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most unavailable '' agreed Mr.

Severance

Mr. O'Sullivan said smaller
firms, though, are still able to
obtain arnple coverage because
they are less susceptible tc large
damage awards.

Directors and ofTicers liability
coverage also is "tight," with she
bulk of D&0 capacity-cver
$100 million-resting offshore in
alternative facilities, Mr. O'Sul-
livan said.

Mr. Jones of A&A also re-
ported that D&0 renewals are
experiencing rate hikes of about

1 10%, but he stopped short cf say-
ing the D&0 market is going
through a ' dramatic upswing:

Savings and loan institutions,
according to Mr. O'Sulgivan,
cannot find D&0 coverage in the
standard domestic market.

"Financial institution bond re-
newals are being scrutinized

WAT E R

more closely, and rates are ris-
ing, ' added Mr. Miller of Willis
Corroon.

However, an excep:ion is in-
surance for banking operations
in the Southeastern United

Sta-es, according to Poe & Asso-
ciates' Mr Green.

"There are about five insurers
I know of lining up to write
banks including their D&0," he
commented.

And in California, bankers
bonds are being issued with
greater flexibility, specifically
broader coverage zerms and
lower rates, according to Mr.
Bolton,

Tte surety bond market over-
all remains fairly competitive,
especially for smaller and mid-
sized contracts. according to
Brent LaGere of LaGere & Wal-

kingstick Insurance Agency Inc.
in Chandler, Okla.

"New carriers are getting into

Workers comp 'leads
the list' of problems
in the marketplace,

says James Hatch of

Johnson & Higgins.

surety. There is definitely more
competition for market share,"
he said.

Meanwhile, liability coverage
for airline risks has been hard-

ening for more than a year and is
consinuing to do so, according to
Mr. Quinn of Willis Corroon. But
the rase increases are smaller
than they were a year ago, he
said. pegging them at 5% to 10%
in most cases

U.S. airlines, he said, are ex-
per:encing even greater rate
hikes-up b 60% on liability and

WE PRETTY MUCH COVER THE R E ST.

CAN TRULY MAKE A WORLD OF DIFFERENCE

20% on hull coverage.
Joseph Lombardo, executive

vp with Frank B. Hall & Co Inc.
in New York, commented that
rate increases in aviation may be
a repercussion of a dwindling
tuyer base.

Mr Quinn agreed, noting that
many military and defense con-
tracts are hitting hard times.
"But the corporate aircraft mar-
ke: is still soft," he said.

Brokers agree that coverage
for petrochemical risks and any
other type of industry with a
high pollution exposure is now
less available and more costly
than at midyear 1991 renewals.

"Rates for marine, aviation
and anything in the energy field
are increasing, but not by as
much as they should be," said
Mr. Weber of Jardine.

The one line that continues to
be a sticking point for most
buyers is workers compensation.

ZURICH INTERNATIONAL U S
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Higgins in Philadelphia. ".The

which continue to increase at
10% per year."

Because of this trend, "the

is getting dimmer all the time,"

in a very difficult situation."
Mr. Quinn agreed that many

workers comp coverage on a
stand-alone basis. "It's a very re-
gulated class of business. Mon-
oline comp is virtually impossi-
ble to find."

Regionally, workers comp is at
its worst in states like Califor-
nia and Florida. Currently, only
25% of the Florida workers comp
market is insured in the tradi-

tional market, with the remain-
der of employers either self-in-
suring or buying coverage in the
residual market, said Mr. Green
of Poe.

As long as the majority of the
commercial property/casualty
market remains soft, though, in-
terest in alternative risk financ-

ing mechanisms like captives and
self-insurance will remain rela-

tively low, brokers agree. How-
ever, they say some clients are
doing some early legwork in
preparation for an eventual mar-
ket hardening.

"People seem to be getting
their stores in order in terms of
captives and risk retention
groups," said Mr. Fiske of Sedg-
wick James. "I don't anticipate
one-third of the market going for
alternatives this time, but people
are getting ready."

For the market to turn signifi-
cantly, insurers' profits will have
to plummet, brokers agree. But if
and when that happens, it is un-
clear exactly what form a market
swing would take. Some brokers
feel the market will turn dramat-
ically, while most believe that it
will turn gradually.

However, "We'11 have to see a
major outflow of cash before
anything's going to change," said
HRH's Mr. Hilb. "Something has
to cut into that asset base the

companies have been building. If
the carriers increase their sur-
plus by 20% again like they did
last December, it'11 be that much
tougher to convince them that
something needs to give."

Hall's Mr. Lombardo, like
many insurers (see story, page
1), has resigned himself to
operating in current conditions
for the near future. "I don't even

call this a soft market anymore.
This is the market. It has been
going on too long for it to be con-
sidered a cycle."

If the market does turn, it'11 be
a far more moderate hardening
than during the mid-1980s, sev-
eral brokers assert.

"I think carriers are far more

likely to fine-tune their pricing
and coverage limits. Certain
lines will be corrected so that
they're adequately priced. There
won't be an overall unavailabi-

lity of coverage like the last hard
market," said Mr. Hatch.

"I sure hope the market turns
gradually. The threat of govern-
ment intefvention is there,"
added Mr. Batonik of J&H.

"Underwriters will probably
just make line-by-line correc-
tions," said Larry Sorensen,
director of corporate marketing
with Rollins Burdick Hunter

Group Inc. in Chicago. "I don't
foresee broad-based changes." I
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ONE-CALL 215-254-9890
FOR LONG-TERM AUTO 0

LEASING INSURANCE
• Lessors Excess Liability
• Primary Physical Damage
0 Lessors Contingent Liability
• Primary Liability Coverages
• Residual Value Insurance

0 Contingent Physical Damage
• Interim Car Coverages • $5 MILLION CSL LIMIT AVAILABLE

Be sure. Take advantage of our extensive experience with this difficult-to-place
business. Designed specifically for the automobile leasing/rental industry, our
program saves you time, cuts your costs, satisfies your customers. We do the work,
you get the credit!

We invite your inquiry and your business.
Write or call Ron Ruane.

111¤ PAIGE-RUANE, INC. Phylleal Damage by

Suite 616-The Woods

P.O. Box 6745 • Wayne, PA 19087 Ml.ll
(215) 254-9890 • FAX # (215) 254-9893 The Insurance People
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Surplus lines insurers see
soft market as status quo'
By DEBORAH SHALOWITZ

The persistent soft state of the
surplus lines

1/"VVY'y insurance mar-
I[§1*13 ketis prompt-
" ' 6, ,4 ing some sur-

- plus lines
executives to

MIDYEAR rethink their
MENEWALS definition of

"normal."

They see no imminent end to
the soft market, though a few
isolated lines show signs of
tightening.

For example, many ,surplus
lines insurers and brokers said

prices are ris-
ing for direc-
tors and offi- 1 ,;

cers coverage , rn 44
for troubled S., |try¥*,
financial in- >, [1111%
stitutions and -v·.(747

companies [LIE].fplanning ini-
tial public of-
ferings. In ad- 11*Iimi
dition, rates - -1-r -
are increasing
for isolated professional liability
policies.

Rate increases also were cited

for California earthquake cover-
age and for property risks in the

uno er
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One look is all it takes to see our strength in Group.
While most Group insurers are
lowering your expectations,
there's one insurance company
with the power to raise them.
Sun Life of Canada.

In fact, Sun Life is described
by Standard & Poor'sas "one of
the strongest financial institu-
tions in North America':

It's easy to see why.

c $247 billion of life insurance
in force.

 Total company assets of $31
billion and total assets under

management of$57 billion.
. Our $2.6 billion surplus
translates to a 12.4% surplus to
assets ratio - unmatched by
any peer company.

* Ourholdings of below
investment grade bonds and
distressed real estate are

substantially smaller than the
industry average.

All of which helped our new
Group premium in the U.S.
grow an impressive 36% and
44% respectively in 1990
and 1991.

So if you're looking for the
highest standard in Group Life,
Disability, Dental and Medical
Stop-Loss, let the power of
Sun Life come shining through
for you. Call 1-800-882-4786,
ext. 6839.

 Sun Life
ofCanada

Wellesley Hills, MA 02181

Caribbean.

For the most part, however,
rates for surplus lines coverages
either are dropping or holding
steady. Surplus lines executives
say that generally liability rates
are falling an average of 5% to
15% from a year ago. Most prop-
erty rates are falling an average
of 5% to 10% from a year ago.

To be competitive, surplus
lines insurers are sometimes of-

fering longer policy periods and
dropping exclusions.

"The market is essentially the
same as it's been over the past
several years," said Marcus
Payne, executive vp and chief
operating officer of Crump E&S
Group in Dallas.

"It is a rarity to renew an ac-
count on .an as-is basis with no

reduction in premium," said Ed
Casey, president and chief exec-
utive officer of Stewart Smith

Group Inc. in Los Angeles, the
wholesale brokerage subsidiary
of Willis Corroon P.L.C.

"I don't see any hard evidence
to support a bottoming out, and
most exposures are being ren-
ewed for less than the prior
year," said Warren Stanley,
president of Swett & Crawford
Group in Los Angeles.

Several surplus lines executives
said that, at the earliest, they ex-
pect the market to turn at the end
of 1993. Many others refused to
even speculate on when the market
will turn.

"I've given up forecasting," said
Kieran Burke, president of Tri-City
Insurance Brokers in New York.

Several people suggested that a
soft market may become the
operating norm, rather than a cy-
clical marketplace.

The insurance cycle is "chang-
ing to an overall soft market with
flashes of hardening from time to
time," said Joseph Walsh, chair-
man of American Empire Surplus
Lines Insurance Co. in Cincinnati.

"The market conditions we've

been in for the past several years
are what the normal cycle is," said

Mr. Burke. This kind of cycle could
continue through the 1990s, with
the possible exception of a one-to-
two-year spike in the market, he
explained.

And, some commented that a
"normal" insurance cycle may not
exist anymore.

"I don't know that any of us
has a vision of what's normal any-
more," said Andrew Frazier, presi-
dent of Western World Insurance

Co. in Ramsey, N.J.
"I honestly feel that there are

different circumstances that drive

different cycles and there is no
such thing as a typical cycle," said
Ralph Palmieri, president and chief
operating officer of Boston-based
First State Insurance Co., a unit of
ITI' Hartford Group Inc.

When the market does turn, few
expect it to be a wrenching rever-
sal of fortune.

"The last time we had a soft

market, we had a weak standard
market and an even weaker sur-

plus lines market," noted Mr. Fra-
zier.

In 1984, admitted insurers' com-
bined ratios averaged about 116%,
while surplus lines insurers' com-
bined ratios were even higher, he
said.

"This time, the standard mar-

ket is weak but the specialty mar-
ket is strong, so the turn may be

Continued on next page



Continued from previous page layer excess property coverag
less wrenching because of this," are dropping 10% to 20%. Rate
he said. Many admitted insurers' for California earthquake cover
combined ratios averaged 116% age are holding steady, whil
today, while specialty insurers rates for Caribbean propert
are reporting much lower com- coverage are increasing, he said
bined ratios, he said. Caribbean property coverage 1

The primary force driving the "probably the only tight marke
market is excess capital, surplus in the universe," Mr. Burk
lines experts unanimously agree. quipped, pointing out that rate

"Clearly, (capacity) is, without are up 20% to 100% and capacit
any question, the major issue is down 50% to 60% for thes
right now," said Kevin Brooks, hurricane-prone risks.
president of General Star In- Rates for boiler and machiner
demnity Co., a unit of General coverage generally are holdin
Reinsurance Co. in Stamford, steady, with some large account
Conn.

seeing rate reductions of up t
As in the past several years, 20%, Mr. McCain noted.

the appetite of the standard in- Rates for both low-layer exces
surers for what have tradition- liability coverage-up to abou
ally been surplus lines risks is $10 million excess of $1 million
still great. Surplus lines com- -and high-layer excess liability
panies continue to lose premium coverage-excess of $10 million
to the admitted market, although -are dropping between 5% and
many executives noted that there 25%, say several executives.
isn't much business left that can Generally, rates for product li-
move from the surplus lines mar- ability coverage are falling and
ket to the admitted market. capacity is increasing as more

For example, premiums at companies, especially admitted
American Empire Surplus Lines insurers, enter the market.
have dropped from $356 million For example, rates for primary
in 1986 to an anticipated $52 product liability coverage--up to
million at the end of 1992, said $1 million-are dropping 5% to
Mr. Walsh. Most of American 20% on accounts that generate
Empire's lost business has moved annual premiums of more than
to the admitted market, he said. $100,000, noted Mr. Austin.

Only one of the executives in- Rates for smaller accounts are
terviewed could cite a risk that more stable, he said.
recently returned to the surplus Municipal liability rates are
lines market that had been writ- dropping slightly-5% to 10%--
ten by the admitted market. and in some cases stabilizing, the

Mr. Frazier said he has seen experts said.
the return to the surplus lines Western World's Mr. Frazier
market of some large, frequency- said municipal liability rates
driven risks with a lot of claims, have bottomed out and will start
like liability coverage for a chain to rise soon. He explained that
of retail stores or supermarkets rising loss costs, due to police li-
with lots of slip-and-fall claims. ability and wrongful termination
"These are administratively dif- suits, will soon begin to pushficult to handle and the losses rates up.
are fairly measurable," he noted. Generally, rates for errors and

To remain competitive, some omissions coverage are holding
surplus lines insurance com- steady or dropping 5% to 10%,
panies are occasionally offering most executives said. However,
policyholders longer policy peri- First State's Mr. Palmieri said he
ods and dropping previously has seen rates for some E&0 re-
standard exclusions. newals rise 5% to 10% from a

Mr. Burke said he has seen year ago.
some two- and three-year poli- Similarly, rates for directors
cies written for umbrella liabil- and officers coverage generally
ity and excess liability risks. are holding steady or dropping

Crump's Mr. Payne said sud- only 5% to 10%, the experts said,
den and accidental pollution with the exception of D&0 cov-
coverage in some cases is not au- erage coverage for financial in-
tomatically being excluded from stitutions and for companies
policies. contemplating initial public of-

He also said coverage for ath- ferings. Rates for those two spe-
letic participants, traditionally cialized risks are increasing, in
excluded from a school's um- some cases dramatically.
brella liability policy, is now Kevin Kelley, president of
being included in some cases. Lexington Insurance Co., an

Still, insurers said in most American International Group
cases they are not willing to Inc. unit in Boston, said rates for
change policy terms and condi- directors and officers coverage
tions to entice buyers. for banks and other financial in-

"If we have restrictions in pol- stitutions are rising 15% to 50%
ky forms, they exist as a result in some cases.
of painful lessons," commented Capacity for most types of pro-
First State's Mr. Palmieri. fessional liability risks is hold-

Rates are continuing to drop ing steady or increasing.
or hold steady for most types of For example, capacity has
surplus lines coverage. Capacity quadrupled over the past year
is holding steady or is even in- for professional liability cover-
creasing in some lines. age for environmental consulting

Rates for property coverage engineers, remedial action con-
still are falling in most cases, tractors, asbestos removal con-
though the declines are not as tractors and lead removal con-
steep as in previous renewal sea- tractors, according to American
sons because prices are so low al- Empire's Mr. Walsh.
ready, several executives said. And, while the market for pro-

Rates for both low-layer excess fessional liability coverage in
property coverage--up to $10 London is tightening, more ad-
million excess of $1 million- mitted companies in the United
and high-layer excess property States are offering coverage
coverage--excess of $10 million which is replenishing capacity,
-are dropping 5% to 10%, ac- said Steve Conner, president of
cording to Paul McCain, senior Crump E&S of Dallas.
property broker with Crump Rates for high-hazard or long-E&S in Dallas. tail liability risks, like chemical

Tri-City's Mr. Burke estimated and pharmaceutical manufactur-
that with the exception of Cali- ers, are stable, though competi-
fornia earthquake coverage and tion for the larger accounts is
Caribbean property coverage, fierce, according to several ex-
rates for both low- and high- perts.
--

e Rates for environmental im-
s pairment liability coverage are
- still high and holding steady, but
e General Star Vp Ron Austin
y pointed out that capacity is in-

creasing due to consumer de-
s mand, which could push rates
t down in the future.

e "A lot of people have lost some
s of the fear that they had of the
y EIL market," agreed Mr. Payne.
e Rates for recreational, sporting

events or entertainment liability
y coverage are dropping between
g 10% and 40% from a year ago be-
s cause of increased capacity.
o Overall, the rate cutting seems

to be consistent nationwide, sur-
s plus lines executives say.
t In addition to declining pre-

mium revenue, the fortunes of
surplus lines insurance com-
panies are being wracked by sev-
eral other factors.

For example, although the sur-
plus lines industry has not been
hit hard by the recession, a few
executives said the recession has
had some effect on their com-
panies' business.

The recession has hurt con-
tracting risks, noted Western
World's Mr. Frazier.

Although few experts cited al-
ternative risk financing mecha-
nisms-like self-insurance, cap-
tives and other offshore facil-
ities-as having a great impact
on the surplus lines market, a
few noted that these alternatives
are increasing competition in an
already competitive market.

These programs put "fuel on
the fire," commented General
Star's Mr. Brooks. I
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For more information, contact
Elaine Garner

4514 Cole Ave Suite 700
Dallas, TX 75205

214/522-5204 · FAX 214/5201664

We can provide what you may
be missingThe financial security
of a company with a Besti "A"
rating A tull spectrum of under-
writing capabilities that includes
excess and reinsurance cover-
ages. Responsive and efficient
claims handling. The expertise
to craft a tailor-made loss control
plan that can help you reduce
losses and better control your
risk dollars.

Continental Insurance delivers
all this and more to self-insureds.
Our Alternative Market unit
is dedicated to self-insureds, from
large corporations to risk reten-
tion groups, captives and rent-
a-captives.This gives you a single-
point source that draws on
Continental's strengths in under-
writing claims, loss control
rehabilitation, cost containment
and support services. You'll
get an innovative, customized
program that provides the pro-
tection you need and helps
you control costs.

For more information on
Continental% Alternative Market
unit, contact your agent or
broker Or call Raymond Gil,
MR, at (212) 440-3348 or
Beatriz Rodriguez, AMR, at
(212) 440-3806.

Continental
* Insurance®

There when it counts.-
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Jury awards
Continued from page 3
Society Assn. of Amherst, Mass.,
141 jurors in 18 tort cases were
interviewed. Plaintiffs prevailed
in 14 of those cases.

Four out of five jurors believe
people are too quick to sue in-
stead of seeking an alternative
resolution, the study found.

But, one-third of the surveyed
jurors believe that most people
who sue have legitimate griev-
ances.

The survey also reports that
39% of jurors believe that jury
damage awards have been too
high.

The survey found that jurors
were generally skeptical "about
the profit motives of individual
plaintiffs rather than of business
defendants" and that the jurors
were "committed to holding
down damage awards."
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lE -111 0 NICE D BE REMEMBERED IN LIFE166.
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At ITT Hartford, life insurance is living up to its name.
Our new Living Benefits Option provides up to 30% of the face value of a group life policy

if a plan participant is stricken by a terminal illness (with a prognosis of a year or less). This money
is paid out in one lump sum and there are no restrictions on its use.

The sad fact is, a prolonged illness can quickly wipe out a family's lifetime savings.
Our Living Benefits Option can be used to pay off a mortgage, for nursing or health care, to

consolidate household bills or simply as a financial cushion for family members.
ITT Hartford is the seventh largest writer of group life in the nation. We're well re-cognized as a superior market for basic and supplemental group term policies that protect 

loved ones from the consequences of a death. But it's nice to be remembered in life, too.
Our Living Benefits Option is available in 38 states. To find out if yours

is one of them, contact your ITT Hartford Life Representative. ITT HARTFORD

ForTERktin Life--AM:18141$114/
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"The message about the litiga-
tion explosion is getting
through," said defense attorney
J. Ric Gass of Kravit, Gass &
Weber in Milwaukee. "Juries ap-
preciate that deep pockets get
sued because they're deep
pockets."

However, others disagree with
the survey's findings.

While jurors generally believe
too much litigation is filed, they
still give in to sympathy when
confronted with individual cases,
said F. Thomas Harrison, editor
of the Boston-based newsletter

Lawyers Alert, which is directed
at plaintiffs' attorneys.

"The insurance industry has
done a very good job of convinc-
ing people that there is a lawsuit
crisis," Mr. Harrison said. "But
general opinion about the litiga-
tion explosion does not translate
into jury verdicts."

Mr. Harrison cited a survey
conducted by Metricus Inc., a
Palo Alto, Calif.-based trial con-
sulting firm, that found that al-
though about 66% of jury-eligi-
ble Americans believe jury
awards are too high, 60% still be-
lieve a $1 million verdict is "just
a slap on the wrist" to a big com-
pany.

In the face of this perceived
anti-business sentiment, a group

'The message about
the litigation

explosion is getting
through,' says

Mr. Gass.

of corporate attorneys are trying
to fight back-with a training
video for defense attorneys.

The Federation of Insurance &

Corporate Counsel, a nationwide
association of defense attorneys
as well as insurance and corpo-
rate executives, recently deve-
loped a videotape that provides
defense attorneys with strategies
for making jury members con-
scious of their sympathies for in-
jured plaintiffs.

The video suggests ways that
defense attorneys can persuade
jurors to put sympathy aside and
decide the case more objectively.

The video urges defense attor- r
neys to make jurors aware that
decisions based on stereotypes
toward big business and emo-
tional appeals from the plaintiff
are not fair and just. ,

It suggests strategies like mak-
ing sure jurors are aware of the

nature of the plaintiff's injuries 
or handicap and having a repre-
sentative from the defending
corporation in the courtroom to
humanize the company.

The video also advises defense

attorneys to openly discuss with f
jurors the issue of plaintiff sym-
pathy.

"We are beginning to get dif-
ferent verdicts because we take

that time to bring to a conscious
level the subconscious tendency
to award people damages out of
sympathy," said Mr. Gass, who is
a member of the Federation of

Insurance & Corporate Counsel.
The point of the video is to get

attorneys to "handle sympathy
directly by saying, 'Of course
people will be sympathetic, but
don't let it interfere with your
objectivity,' " said Mr. Gass, who
appears in the video.

The tactics suggested in the
video play off warnings of a liti-
gation explosion and insurance
crisis, which were spread
through ad campaigns by Aetna

Continued on next page
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Casualty & Surety Co. of Hart-
ford, Conn., and New York-
based Johnson & Higgins in the
late 1980s.

The ads, which ran in national

magazines and newspapers,
warned that damage awards in
tort cases were putting obstetric-
ian5 and surgeons out of business
and jeopardizing high school
athletic programs.

Other ads contended that the

cost of the "litigation crisis" is
being paid by consumers. Other
ads gave examples of frivolous
cases that clog up the court sys-
tern.

The ad campaign "spoke to
peoples' deepest-held values,"
commented Mr. Harrison of

Lawyers Alert.
And apparently people heard.
About three years ago, jurors

were not aware of a "litigation
crisis," according to Mr. Gass.
But about 20% of the jurors with
whom he now deals have read

something about it. And those
people tend to lead the jury, he
said.

Ms. Hans of the University of
Delaware pointed out that the
survey showed no correlation
between jurors' attitudes
toward business and the size of
awards.

However, the more that jurors
believed a litigation explosion
exists, the lower the awards, she
said.

The survey shows that jurors
were receptive to defense attor-
neys who used strategies similar
to those shown in the video, Mr.
Gass said. He believes these at-

torneys were successful because
mass media exposure of "shock-
ingly high" jury awards has
made the public wary of unnec-
essary litigation.

"The survey is consistent with
my experience in the court-
room," Mr. Gass said.

"The discovery that jurors will
find for the plaintiff but will
limit damages corroborates what
we all knew: that sympathy can
be put aside by the jury," he ex-
plained.

However, another attorney
who appears in the video said
that when liability is unclear, a
natural cynicism toward big
business emerges.

"If the jury is sitting there
torn, and the case is between Mr.
and Mrs. John Smith and GM,
the jury is going to worry a lot
less about GM," contended Jack
Daniels, senior partner of Dan-
iels, Barrata & Fine in Los An-

P geles.
Sympathy is going to play a

big role when the facts of liabil-
ity are ambiguous, Ms. Hans
agreed.

But, she added, the same holds
true of any "extralegal" factors.

One "extralegal factor" that
was uncovered by the survey that
surprised Ms. Hans was the re-
spondents' level of hostility to-
ward the plaintiff.

Mr. Daniels concurred on the

trend toward jurors' reduced
sympathy for plaintiffs. He re-
called a case he defended, Von
Beltz vs. Stunt Man Inc., in
which stuntwoman Heidi Von

Beltz sued for damages after she
sustained injuries during a car
accident on the set of the movie
"Cannonball Run."

The accident left Ms. Von Beltz

a paraplegic. But, because she
had chosen not to wear a seat

belt while filming the scene, the
jury found her 35% responsible
for her injuries and reduced the
verdict proportionately.

Ms. Hans said this 1989 trial is

an example of the concern about
individual responsibility ex-

'The survey is consistent with my experience in
the courtroom,' says Mr. Gass. 'The discovery
that jurors will find for the plaintiff but will limit
damages corroborates what we all knew: that

sympathy can be put aside by the jury.'

pressed by jurors in the survey.
"Jurors frequently penalized

plaintiffs who did not meet high
standards of credibility and be-
havior, including those who did
not act or appear as injured as
they claimed. . .those with pre-
existing medical conditions and
those who did not do enough to
help themselves recover from in-
juries," according to the survey
authors.

For more information on the sur-
vey, "Jurors' Judgments of Busi-

ness Liability in Tort Cases: Im-
ptications for the Litigation
Ezptosion Debate" contact Va-
terie Hans at the Department of
Sociology and Criminal Justice,
University of Delaware, Newark,
Del. 19714 302-831-1236.

For a copy Of the Federation Of
Insurance & Corporate Counsel
video, which costs $150 inctud-
ing shipping and handling, con-
tact J. Ric Gass, Kravit, Gass &
Weber, 757 N. Broadway, Suite
600, Milwaukee, Wis. 53202; 414-
271-7444.
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MPACT III, LIMITED
Alien company in good filluacial
constilon desires a joint **ure

domestic insuran¢*ompanensed
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CONTACT: Dick Jones
Telephone (800) 880-6088 FAX (214) 248-6068
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Not All Benefit Packages Are Designed
To Ensure Employees Well-Being.

Not having a vision plan could be your greatest downfall. But it's not enough to simply add a vision plan. You need
That shouldn't be surprising when you consider how the expertise of Pearle Managed Vision Care.

important preventive health care has become. And the way With 30 years of retail experience, Pearle is recognized as
to remain competitive is to offer your employees quality an industry leader. By virtue of a centralized Quality Assur-
programs. Like a vision plan from Pearle. ance program, customers receive the same attentiveness

Vision is an integral part of a comprehensive wellness at locations coast to coast.
program. For instance, regular eye exams can help detect Undoubtedly, an organization is only as good as its pro-
ailments such as glaucoma, diabetes, and neurological viders. So isn't it time you landed a quality program like
disorders in their early stages. Thus, makjng vision a vital Pearle? For more information on vision r©) F\13[-1 FEsupplement to your existing program. care, call us today, 1-800-776-3933. ,"0'41*W/Me

FOR INFORMATION ABOUT PEARLE VISION CARE IN CALIFORNIA, CALL 1-800-843-6706
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There are many reasons a physician
may not qualify for a standard market
malpractice policy. Ifheorshehashad a
claim, licensure, chemical dependency
problem, multi-state or first time in the
U.S. practice, they may not be eligible.

We specialize in providing malpractice
insurance to these hard-to-place physicians
and helping them requalify for the standard
market. Lt us be part of the solution for
you and your physician clients.

SHAND MORAHAN
& COMPANY, INC.

Frances E. O'Connell

Shand Morahan Plaza • Evanston, IL 60201
(708) 866-0825

ARCHITECTS & ENGINEERS LIABILITY
PROGRAM HIGHLIGHTS

* Limits Available
Up to S 1,000,000 Each Claim
S 1,000,000 Aggregate

* Minimum Premium: 52,150

* Minimum Deductible: 55,000

* Full Prior Acts Coverage
Available

* Broad Named Insured Definition

* Blanket Joint Venture

* Blanket Contractual Liability
Cc,verage Included

0 Design,sBuild and Construction
Manageinent Coverage Available

* Awareness Provisions Included, Allowing
Maximum Claims Reporting Flexibility

* Professional Underwriting and
Claims Services

PLUSAMERICA
PROT A.Wba lLUMU '·29/9".R///\(; FUFANGj'JR/ 1 W
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Benefit bills
Continued from page 2
tax on distributions to termin-

. ated employees if the distribu-
tions are not directly transferred
by the employer to an IRA or to
another defined contribution

plan.
While the new law imposes

new administrative requirements
on employers, those burdens will
not be overwhelming, benefit
consultants say.

"I'd call it a nuisance, not a
monumental or troublesome

issue," said Frederick Rumack,

directoF of taxes and legal ser-
vices at Buck Consultants Inc. in
New York.

Under the new law, if a ter-
minated employee takes a distri-
bution and rolls it into an IRA or

his or her new employer's pen-
sion plan within 60 days after
leaving his or her former job, the
20% withholding tax still would
apply.

But, an employee could later
receive a refund of the amount

withheld from the government.
To avoid the 20% withholding

tax, the distribution must be
made directly by the employer,
or the employer's plan adminis-
trator, in a so-called trustee-to-
trustee transfer.

The 20% withholding tax
would not apply to distributions

'1'd call it a nuisance,
not a monumental or

troublesome issue,'

Mr. Rumack says of
a new benefits law.

to the employee in the form of
equal periodic payments, like a
monthly annuity.

These new requirements,
which generally will apply to
distributions made after Dec. 31,
are a significant change from
current law.

Currently, lump-sum distribu-
tions are subject to a 10% with-

: holding tax. However, pension
plan participants can elect not to
have any withholding taxes

, taken out of the distribution by
filling out an Internal Revenue

- Service form.

 Employers will have to provide
, a written explanation to employ-

ees that they can elect to have
the distribution directly trans-

 ferred to an IRA or their new em-
ployer's defined contribution

4 plan. The legislation directs the
, secretary of the Treasury to de-

velop a model notice that em-
ployers can use.

An employer, or its pension
plan administrator, can require
employees who elect a direct
trustee-to-trustee transfer to

, provide "adequate information"
I about the retirement plan to
I which the distribution is to be

transferred.

Benefit consultants suggest
that employers ask employees to
provide information that shows
that the new employer's pension
plan is tax-qualified and that the
new employer will accept a di-
rect transfer.

"You have to tell the employee
the information you feel you
need," said Gerald Uslander„ a
principal with William M.
Mercer Inc. in Washington.

However, the new employer is
I not required to independently

verify the information provided
by the terminated employee,
noted Henry Saveth, a principal
with A. Foster Higgins & Co. Inc.
in New York.

The Labor Department esti-
mates that about 1 million work-

ers last year received about $12
billion in pre-retirement pension
distributions, most of which, it
says, was spent by the worker
and not rolled over into IRAs or

employer-sponsored retirement
plans.

Benefit consultants say reve-
nue as well as public policy con-
siderations were behind the pas-

sage of the 20% withholding tax
and the direct transfer provi-
sions.

- The new withholding tax will
raise roughly $2 billion in 1993,
which will help pay for other.
provisions in the legislation, in-
cluding a one-time 20- to 26-
week extension of unemployment
benefits.

That gain will occur because
taxes that would have been paid
in 1994 on 1993 distributions

Continued on next page
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MARKET

STIMULUS: Market changes have
caused insurers to take a cautious

approach to many energy risks.

HOME
RESPONSE: »The market may be
changing, but Home is wide open
for business. We're writing on-shore.
properly coverage for petroleum,
chemicals, mining, coatings, plas-
ties and electrical generation.

'Our market is North America

and the worid. And our capacity
is $35 million, plus $5 million for

Ii,I, pure non-North
nt. 1 American risks.

DAVID WHITING. Vice President
(312)559-9501

HOME INSURANCE -BEEF

SPECIALTY LINES DIVISION

Crawford's New
1992 HealthCare

Management Directory
Is Now Available!

We're Right Where
You Want Us

When you need medical and disability cost
containment services provided by an expert
staff, Crawford is nearby and ready to serve
you. Our new 1992 HealthCare Management
Directory shows you where we are and
how to contact us-throughout the U.S.
and Canada.

Your Link to a
Nationwide Network of the
Services You Need

Each Crawford location is more than a

branch...ifs your link to a nationwide -
network of services that can bring you
the results you're seeking- lower medical
and disability costs!

Our Services Are

Growing With Your Needs
For over 15 years, Crawford & Company
has been building on its experience in
medical and disability management.
Through these years we have listened to
our clients and worked hard to meet their

needs. When client situations called for

new services, we developed them. As
a result, we are able to keep our clients
satisfied...95% satisfied according to
a recent survey. And we'll continue to -
grow with your needs.

Single Service or Full Managed
Care Program...Crawford has
the Services You Need

0 Utilization Review to identify and correct
unnecessary hospital admissions and
excessive lengths of stay.

O Crawford Care Alliance, one of the largest
networks of preferred hospitals, physicians,
and other health care providers in the nation.

O Medical Case Management to handle
those serious cases which account for 80%

of medical expenditures.

0 Sentinel Medical Review Systems: a
medical bill audit system to guarantee a net
savings.

O Return-To-Work SystemTM ==
a proven approach to disability j 4.4.==,
management that combines {f
medical and vocational ser- j

vices to get your employees :

back on the job promptly. f  
Sl

1 Send For Your f qu I

 Free Copy Today! f *5=- 11

 Please send: ' 71 - 1
 01 02 04 05 010 free copies (specify number)

 Name I
Phone ( ) 'Title

Company

Address

City

Mail To:

Crawford & Company
ATTN: MARKET

COMMUNICATIONS

5620 Glenridge Drive, N.E.
P.O. Box 5047

Atlanta, GA 30302-9979

1
. I

State Zip

I

Craw!ord I
CRAWFORD & COMPANY 

HEAUHCARE MANAGEMENT
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COMPLETE ENVIRONMENTAL SOLUTIONS

With a unique understanding of the needs of the insurance community,
ESE's scientific and engineering experts combine to provide service that
goes beyond technical expertise.

ESE offers a comprehensive range of services to support underwriting,
claims management, and investment and property management including:

A Expert Witness Testimony
A Third Party Review
A CERCLA/PRP Representation
A Technical Support to Agency

Negotiations
A Transactional Environmental

Assessments

A Analytical Laboratory Services
A Risk Assessment, Air

Resources, Industrial

Hygiene, Geosciences
A Remedial Engineering

66

1 &54
I CILCOM. con®,0,

Environnnental
Science &

Engineering, Inc.

Call 800-ESE-1999 for a brochure outlining
ESE's services for the insurance community.

Nationwide Network of Offices

Benefit bills
Continued from previous page
now will be withheld in 1993,
when the distributions are made.

Aside from snaring more reve-
nues, legislators also hope that
giving employees the option of
having their employers directly
transfer pension distributions to
IRAs or to their new pension
programs will discourage em-
ployees from spending their dis-
tributions, according to benefit
experts.

"Policymakers want to encour-
age workers to save for retire-
ment," said Frank McArdle, a
consultant in Hewitt Associates'

Washington office.
"It is important for workers

changing jobs to save their pen-
sion funds instead of spending
lump sums they may receive
when they leave. This will en-
courage the direct transfer of

Captive insurers offer lots
ofadvantages. Domicile
them in the right places and
they offer a lot more."

L

Brian HaN, J&H Director and Chairman of
J&H Global Captive Management Group,
on captive insurerformation:

Johnson & Higgins manages more captive
insurance companies for more corporations
than any other broker.

Through our Global Captive Management
operation, we oversee more than 300, with
premium flows exceeding $1.7 billion, at 13
different locations around the world.

Companies are using their captives to do
everything from consolidating far flung
coverages to funding benefit programs to
transferring the financial impact of developing
environmental and social exposures.

Advantages like these are very attractive. But
it's critical for the potential parent to ask, "What
will make a captive make sense for us?"

The answer involves a lot of factors, from the
captive's purpose and basic design to the
selection of the most advantageous domicile.

The more objective the answer, the more
chance for success.

That's where we think our advice shines.

Because we manage so many different captives
in so many different domiciles, from Singapore
to Hawaii toVermont to Bermuda to Dublin to
Luxembourg.

Taking on your own risks can be risky.
But when you do it right, it can be rewarding.
Ask the 335 clients who took our advice.

1OHNSON

JLIGGINS
Innovation Driven by Experience.

PHONE: (809) 292-4402 TELEX: 3276

RISKANDINSURANCE MANAGEMENTSERVICES: EMPLOYEEBENEFITCONSUUINGWORLOWIDE.

A Partner In

lMIS@N®

funds into a new retirement plan
or an IRA," said David Ball, as-
sistant secretary for the Labor
Department's Pension and Wel-
fare Benefits Administration.

Meanwhile, legislation, H.R.
11, passed by the House earlier
this month and awaiting Senate
action would somewhat ease

401(k) administrative burdens
for employers.

The legislation would create
two new safe harbors for 401(k)
plans. Plans qualifying for either
safe harbor would not be subject
to IRS non-discrimination tests,
which are used to determine

whether contributions made by
high-paid employees exceed con-
tributions by lower-paid em-
ployees by legally prescribed
amounts.

Under the proposed safe har-
bors, an employer would have to
either:

• Provide matching contribu-
tions equal to 100% of employ-
ees' elective contributions, up to
3% of employee compensation. It
also would have to provide
matching contributions equal to
50% of employee contributions
between 3% and 5% of employee
compensation.

• Automatically make contri-
butions equal to at least 3% of
employee compensation, regard-
less of whether employees con-
tribute to the plan.

Employer contributions would
have to be immediately vested
under either safe harbor.

Benefit experts say that most
employers would have to beef up
their 401(k) matching contribu-
tion formulas to qualify for the
safe harbors.

In addition, under another
change, employers with 401(k)
plans would be allowed to com-
pare salary deferrals made by
lower-paid employees during the
previous year with the contribu-
tions made by high-paid employ-
ees in the current year.

By contrast, current IRS regu-
lations now require employers to
compare the current year contri-
butions of the two groups when
running the non-discrimination
tests.

By using lower-paid employ-
ees' prior-year contributions,
employers could know at the
start of a plan year how much
high-paid employees could con-
tribute to the plan without fail-
ing the non-discrimination tests.

These provisions are contained
in legislation that would also
allow employees who return to
work after military service to
make retroactive contributions

to 401(k) plans while their em-
ployers-if they offer a matching
feature-would have to match

the veterans' contributions (BI,
July 6; June 29).

The legislation would be retro-
active to August 1990. That
would allow thousands of reserv-

ists called to active duty during
the Persian Gulf crisis to make
retroactive contributions to

401(k) plans.
According to the Defense De-

partment, 216,871 reservists
were called up during the Per-
sian Gulf crisis. However, it is
not known how many were co-
vered by 401(k) plans and how
many returned to work at their
prior employers.

The legislation, though, would
apply not only to reservists
whose military units are acti-
vated but also to employees who
voluntarily quit a company,
enlist in the military and
eventually return to their old
jobs.

The legislation also makes sev-
eral modest changes to simplify
pension plan administration. I



Garamendi cuts comp rate request
By LOUISE KERTESZ

SACRAMENTO, Calif.-Insur-
ance Commissioner John Gara-

mendi has approved a workers
compensation rate hike that is 70%
less than the increase proposed by
the state rating bureau.

At the same time, Mr. Gara-
mendi called on Gov. Pete Wil-

son and the Legislature to crack
down on workers comp fraud and
"put the brakes on the fundamen-
tal costs driving the workers com-
pensation system," which he iden-
tified as stress claims, medical and
legal costs, and the cost of voca-
tional rehabilitation.

"We must stop the special in-
terests from unjustly profiting
from an increasingly costly work-
ers compensation system," Mr.
Garamendi said.

While insurance companies and
the state's independent rating bu-
reau warn of the dangers of what
they deem inadequate rates, insur-
ance companies also are hailing
Mr. Garamendi's emphasis on
curbmg workers comp abuses.

"We're hopeful, because we
think that just as he saw the light
with no-fault (auto insurance), he's

beginning to see the light in work-
ers comp reform," according to a
spokesman for the Sacramento-
based Assn. of California Insur-
ance Cos.

The 6.7% increase in workers
comp rates that went into effect
immediately after Mr. Garamendi's
July 2 approval "will both keep
costs to employers as low as possi-
ble and ensure that workers com-

pensation insurance companies are
adequately funded," according to
the Department of Insurance.

But the Workers Compensation
Insurance Rating Bureau of Cali-
fornia is not convinced that Mr.

Garamendi's rate increase is ade-

quate. In April, the San Francisco-
based WCIRB proposed a 23.1%
rate increase.

"We looked at the loss experi-
ence being reported by insurance
companies, and it was clear that
premium rates were grossly inade-
quate," said Robert G. Mike, presi-
dent of the San Francisco-based
WCIRB.

Insurers' workers comp loss costs
in 1991 -were about $1.8 billion
greater than anticipated" in the
rate structure, he noted.

Last October, the WCIRB pro-
posed a rate increase of 11.9% (BI,
Oct. 21, 1991). But the Department
subsequently allowed only a 1.2%
increase.

"Without a rate increase (beyond
the 1.2%), we were projecting $1.7
billion in losses" to workers comp
insurers in 1992, or 86% of total

premium, Mr. Mike said.
The WCIRB requested a 23.1%

rate increase "based on the legis-
latively mandated provision that
losses be no more than 67.2% of

premium," he explained. That loss-
ratio cap was established by work-
ers comp reform legislation en-
acted in 1989, according to Mr.
Mike.

With only a 6.7% rate increase,
"our prediction is that losses will
be significantly greater than
67.2%" of premium, he said.

"I don't think we will see any
catastrophes occur within the next
year or two because of this, but in
the long term, inadequate rates can
lead to serious availability prob-
lems," Mr. Mike warned.

"The commissioner has granted
rate increases of only 1.2% and
6.7% over the past two years. The
real possibility exists that contin-
ued rate suppression and rising
costs may launch a downward spi-

ral that could result in serious

damage to a system designed to
protect employers and injured
workers," agreed Thomas F. Con-
neely, the ACIC's president.

"The state insurance code re-

quires that workers comp rates
provide enough return to allow in-
surers to cover skyrocketing cost
increases and remain solvent. We

hope that the commissioner's rate-
setting today proves over time to
comply with that law," he said.

Mr. Conneely emphasized, how-
ever, that the ACIC "is pleased that
the commissioner. . .recognized
(that) runaway legal and medical
costs threaten the workers com-

pensation system and that reform
legislation is urgently needed."

The ACIC backs employer-sup-
ported reform legislation, A.B.

3167, introduced by Assemblyman
Jim Brulte, R-Los Angeles, that
cracks down on legal and medical
abuses (BI, March 23).

Although A.B. 3167 currently is
deadlocked in the Assembly Insur-
ance Committee, its major sections
will be incorporated into a new
omnibus workers comp reform bill
by the end of the summer, the
ACIC spokesman said.

Meanwhile, Mr. Garamendi is
still backing A.B. 2380, sponsored
by Assemblyman Burt Margolin,
D-Los Angeles, which would give
regulators greater discretion in ra-
temaking by no longer permitting
insurers to build a standard ex-

pense ratio into rates. (BI, Feb. 10).
A.B. 2380 was scheduled to be

taken up by the full Assembly last
week. •
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RUNOFF MANAGEMENT FOR THE LONG RUN
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For The Record

Mayors seek federal
earthquake program

WASHINGTON-The U.S.

Conference of Mayors has
adopted a resolution calling for
the establishment of a federal

earthquake hazards reduction
program.

The program would "prepare
emergency management systems
at the local level" to help save
lives and mitigate earthquake-
related losses, the resolution
says.

The federal program also
would ensure that earthquake
insurance is "affordable and

available," according to the res-
olution.

The resolution was submitted

at a June 24 meeting during the
Mayors Conference in Houston
by the mayors of Los Angeles,
Pomona, San Francisco and San
Bernardino, Calif.; Seattle and
Tacoma, Wash.; Portland, Ore.;
Jefferson City, Mo.; and Elkhart,
Ind.

"Scientists conclude that (a)
catastrophic earthquake is as
likely to occur east of the Rocky
Mountains as it is in the western

states," according to the resolu-
tion.

If such a catastrophic earth-
quake struck a major metropoli-
tan area, it could cause more
than $60 billion in damages and
devastate public infrastructure,
the resolution says.
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CNA comp clients
to get managed care

NASHVILLE, Tenn.-FOCUS

Healthcare Management Inc.
has contracted to provide CNA
Insurance Cos. with workers

compensation medical cost man-
agement in an eight-state region.

The Nashville-based cost man-

agement company will provide
CNA's workers comp policyhold-
ers in Alabama, Arkansas, Loui-

siana, Mississippi, New Jersey,
Oklahoma, Pennsylvania and
Tennessee with a preferred pro-
vider network and utilization re-

view services.

FOCUS estimates managed
care will save CNA more than $1

million annually in workers
comp medical expenses in the
eight states, said Bill Piper, ex-
ecutive vp for FOCUS in Nash-
ville. In 1990, CNA's combined

From the Gulf of Mexico to the Indian
Ocean, your marine insurance company
should offer consistent, reliable service.

At Continental Underwriters, we built our
strong service reputation by fully meeting
the insurance needs of our clients, by antici-
pating complex and unusual risks, and by
responding immediately to our clients' exact-
ing needs.

ontinental Underwriters provides insur-
ance coverage for any marine related risk,
large or small, conventional or complex,
foreign or domestic, for multi-national cor-
porations or small fishing fleets.

Today invest 15 minutes. Call the marine
4 insurance specialists at Continental Under-

4 Underwriters, Ltd.
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Continenta 
Underwriters, Ltd.
Correspondent, Lloyd's of London
(504) 898-5300 Fax: (504) 898-5324

AON BROKER SERVICES |IC
Wholesale Brokers

We make a difference

AON®

CHICAGO

Suite 610

300 West Washington St.

Chicago, IL 60606
Phone: 312-201-3050

FAX: 312-201-3016

NEW JERSEY

Suite 218

5 Marineview Plaza

Hoboken, NJ 07030

Phone: 201-656-4600

FAX: 201-656-1526
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workers comp written premiums
were $287 million for the eight
states, he said.

Travelers to assume

Revere's small groups
HARTFORD, Conn.-The Tra-

velers Corp. as of June 1 is insur-
ing the entire small group medi-
cal insurance business of

Worcester, Mass.-based Paul Re-
vere Insurance Group.

The business, which generates
$25 million in annual premium,
covers 15,000 employees and de-
pendents.

The agreement covers only the
group medical business written
by Paul Revere, which will con-
tinue to provide group life, den-
tal and disability coverage to
policyholders.

Benefit administrator Consoli-

dated Group Trust Inc., of Fra-
mingham, Mass., is administer-
ing the coverage.

At renewal time, Travelers and
Consolidated Group Trust will
offer each employer covered
under the new arrangement the
option to covert to Travelers'
preferred provider network and
other managed care products
where available.

Medicare now pays
for preventive care

WASHINGTON-New Medi-

care regulations allow the fed-
eral program to pay for a variety
of preventive services as long as
the services are performed by
designated federally funded
health centers.

The expansion of benefits,
which took effect June 12, was
mandated by the Omnibus Bud-
get Reconciliation Act of 1990.
The expanded benefits include
routine physical examinations,
vision tests, hearing tests and
certain vaccinations.

AAMGA taps Steves
as its new president

HOUSTON-Fred Steves,

managing director for property
and casualty insurance at Myron
F. Steves & Co. in Houston, is the
new president of the American
Assn. of Managing General
Agents.

Edwin J. Calabrese will re-

place Mr. Steves as president-
elect. Mr. Calabrese is senior ex-

ecutive vp of Hull & Co. Inc. in
Fort Lauderdale, Fla.

The new officers took their

posts at the AAMGA's annual
meeting at White Sulphur
Springs, W.Va.

Ohio State receives

$100,000 from insurer
COLUMBUS, Ohio-Travelers

Group is donating $100,000 to
Ohio State University in Co-
lumbus, Ohio, for research to
minimize the risk of job-related
injuries of the lower back, as
well as cumulative trauma disor-
ders of the arms and hands.

Such injuries account for more
than 50% of workers compensa-
tion medical costs, the National

Safety Council says.
Low back injuries alone cost

U.S. businesses $30 billion in lost
time and medical benefits, ac-
cording to the National Institute
for Occupational Safety and
Health in Washington.

Law firm told to find
if client is fraudulent

SAN FRANCISCO-A law

firm's "duty of care" to a client
includes an obligation to protect

the client from liability and to
conduct its own investigation to
verify pertinent information, the
9th U.S. Circuit Court of Appeals
has ruled.

"A lawyer has to act compe-
tently to avoid public harm when
he learns that his is a dishonest

client," a three-judge panel de-
cided June 29 in Federal Deposit
Insurance Corp. us. O'Melveny &
Meyers.

O'Melveny & Meyers had been
hired by American Diversified
Savings Bank to assist with two
real estate syndications in 1985.
The savings and loan association
was taken over by the FDIC in
1986. The FDIC that same year
filed suit against two American
Diversified officials, charging
both with breach of fiduciary
duty and one with violation of
the federal Racketeer Influenced

and Corrupt Organizations act.
In the 1989 suit against the law

firm, the FDIC charged the firm
with professional negligence,
negligent misrepresentation and
breach of fiduciary duty in con-
nection with its legal services
and advice to American Diversi-
fied.

O'Melveny's position is that "a
lawyer owes no duty to uncover a
client's fraud nor to advise the
client and the world of that

fraud," the court decision notes.
However, the court said the firm
should have made a "reasonable,
independent investigation" of
the facts.

The ruling overturns a district
court decision granting O'Mel-
veny & Meyers a summary judg-
ment in the case and returns it to

the district court for trial.

A spokesman for the law firm
could not be reached.

Texas coverage rules
for leased employees

AUSTIN, Texas-Employee
leasing firms are facing a ren-
ewed attack by the Texas De-
partment of Insurance over how
the companies pay workers com-
pensation insurance premiums.

The department is proposing a
rule that would require employee
leasing companies that buy cov-
erage for workers who are leased
back to clients to pay workers
comp premiums based on the eli-
ents' loss experience.

The rule could be adopted by
the three-member State Board of

Insurance later this month, after
a public hearing is held July 23.

If adopted, the rule would re-
place one that prohibits leasing
firms from purchasing workers
comp coverage for employees
leased back to client companies.
Enforcement of the current rule,
however, has been blocked by a
temporary injunction issued by
State District Court Judge Pete
Lowry in January (BI, Feb. 3).

"This new rule is a sensible

and defensible way to get us out
of the courthouse," said Claire
Korioth, chair of the State
Board. "Prolonged litigation
could have delayed a solution,
and that is something the Texas
workers compensation system
cannot afford."

Judge Lowry has postponed a
July 20 hearing on whether to
make the temporary injunction
permanent, pending the board's
consideration of the new rule.

The new rule was drafted

along the lines of model legisla-
tion adopted by the National
Assn. of Insurance Commission-

ers, said John Moore, an attorney
with Rentea & Whitehead, an
Austin, Texas, law firm that rep-
resents 16 employee leasing
firms that sought the injunction
(BI, Sept. 30,1991). I
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Marshall heads BHP's

group risk management
Charles R. Marshall, 57, has

been appointed BHP Petroleum
Pty. Ltd.'s group risk manager,
based at the company's Melbourne,
Australia, headquarters. Mr. Mar-
shall is responsible for the identifi-
cation and evaluation of risk expo-
sures, establishment of risk
management procedures and pro-

grams, and man-
rj-- agement of in-

surance not pro-
vided through
other corporate

J - sources. He re-ports to Tony
\ Barnes, group

general man-
ager-finance.
Mr. Marshall

Mr. Marshall , moved to BHP

from the posi-
tion of corporate risk manager for
Denver-based Hamilton Oil Co., an
international oil and gas explora-
tion and production company that
BHP acquired in 1991. Before that,
he was risk manager for City Ser-
vices, a former Tulsa, Okla., oil
company that was merged into Oc-
cidental Petroleum Corp. Mr. Mar-
shall holds the Chartered Property
& Casualty Underwriter designa-
tion and is a member of the Society
of Fellows, Australian Insurance
Institute. He earned a bachelor's
degree in science, business and ec-
onomics from Illinois Institute of
Technology in Chicago.

***

Samuel Y. Fisher Jr. replaced
Mr. Marshall as risk manager for
Hamilton Oil Co. Mr. Fisher, who
handles all regional risk manage-
ment activities, manages the com-
pany's membership in Oil Insur-
ance Ltd. in Bermuda and is vp of
H.B. Insurance Ltd., a Bermuda
captive. He reports to Chairman
Fred Hamilton. Mr. Fisher pre-
viously was Hamilton's insurance
manager. Previously, he was a risk
management consultant for Saline
Water Conversion Corp. in Riyadh,
Saudi Arabia. Mr. Fisher in 1990
founded the Colorado Assn. of
Captive Entities. He holds the As-
sociate in Risk Management and
the Chartered Property & Casualty
Underwriter designations, and a
bachelor's degree in psychology
from Memphis State University.

***

Date L. Schultz, 42, has joined
Samaritan Health Services in
Phoenix as vp-risk management.
Mr. Schultz is responsible for risk
financing; safety and risk control;
the workers compensation, profes-
sional and general liability insur-
ance programs; and claims. He also
is responsible for a captive, Sa-
maritan Insurance Funding Ltd.,
domiciled in the Cayman Islands.
Mr. Schultz reports to Dr. Dan
Dearen, executive vp of Samari-
tan, which is part of The Samari-
tan Foundation, an Arizona health
care provider that includes nine
acute-care hospitals and four psy-
chiatric facilities. Mr. Schultz had
been administrator of risk manage-
ment for Samaritan from 1981 to
1985. A nationally recognized
leader in risk financing and con-
trol, Mr. Schultz is known for work
in hospital-assisted physician in-
surance programs and physician
peer review programs. He deve-
loped nine programs in seven
states while vp-risk management
for The Daughtens of Charity Na-
tional Health System, headquar-

1

tered in St. Louis. Mr. Schultz, a
deputy member of RIMS, holds the
Associate in Risk Management des-
ignation and a bachelor's degree in
business management from Ari-
zona State Universit'in Tempe.

***

We'd tike to report on staff
changes in your company's risk
management, safety and employee
benefits departments. Just drop a
note to Roseanne White, Copy Edi-
tor. Business Insurance, 740 N.
Rush St., Chicago, Itt. 60611-2590,
or call 312-649-7785.
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FROM KODIAK TO KEY WEST, FROM BANGOR
TO BAKERSFIELD, EXPRESS SCRIPTS
PREFERRED PROVIDER PHARMACIES

CRISSCROSS THE UNITED STATES.

EXPBESS
ZSCRIPTS

ON-LINE • MAIL SERVICE • DUR

1-800-332-5455

e New Signature.

verything.

A company's name. The cornerstone of its public
image. A symbol of its reputation. With Lindsey
Morden, it represents the combination of two of
the most respected names in the claims
administration business.

What is in a name? In Lindsey Morden, it signifies
an international operation with over 340 offices
throughout the United States, Canada, United
Kingdom and Western Europe with annual
revenues in excess of $ 100 million. Beginning
January 1, 1992, our name solidifies the
commitment of more than 1,650 employees to
providing you* our customers, with the highest
standard of service in the insurance industry
today. And that includes our affiliate, Vale
National Training Centers.

As concerned with what we're known for as what

we're known by, our basic commitment remains
unchanged...

First we'11 be best, then we'11 bejirst.
For more information, call Gene Granato, Vice President
and National Marketing Director (903) 561-6700.T

'

CLAIM SERVICES, INC I
'081221»0§01***ife / P.O. Box 6030/Tyler, Ta 73711 / (903) 561-6700 /FAX (903) 561-7013/ TELEX: 265797 UNDS / Emergency: 1800-ADJUST 4 

IA tifber nf th,& Morden & Helwig Group i 
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Choose the wrong system
ami lives will he lost

Ifyou choose a health claims management system
that doesn't let you do anything but process claims,
you'll probably end up processing cancellations.

Customers today demand more than just benefits
administration. QicClaim/2© from Resource Information
Management Systems, Inc. (RIMS) givesyou more flexi-
bility and cost-saving options than any other system.

It gives you software to handle billing, managed care
programs, flexible spending plans, utilization reporting
and much more. It offers hardware flexibility through
open systems architecture, and vendor choices like
IBM, Data General, PC Networks and more. It includes
you in a client association for business network
resourcing. It's being used to process claims for more
than 20 million covered lives, internationally.

And, our new integrated technologies allow you to
offer even more services to your customers and let you
perform them faster and more profitably.

IMAGE
No more hard copy hassles. Just scan in original

documents and index them with parameters you
design. IMAGE createselectronic on-line files. It
allows for side-by-side retrieval and claims processing
on a single screen. Filing's simplified. Data entry time
is significantly reduced. And, you don't have to worry
about blistered eyes from staring at microfiche.

Electronic Claims Submission/

Batch Adjudication
QicClaim/ECS allowsyou toaccept claim information

directly from a provider orclearinghouse via tape,
floppy disk or data communications link.

With PaperClaimsBatch Entry, entry4evel personnel
key inclaimdatatoabatchoutputfile. Adjusterscanthen
bring upthe files individually forreview andadjudication.

This technology alsoallows for automatic adjudication
where all files that meet pre-defined claim criteria are
automatically processed. Only claims that aren't com-
plete orare red-flagged by conditions you define need
be reviewed by an adjuster.

You're able to better allocate resources and decrease

4, DataGeneral
VALUE-ADDED RESELLER

REms

mail and paper handling, while you maximize produc-
tivity and profit.

Medical Claims Auditing
With Medical Claims Auditing you can save up to

15% in medical costs foryourclients each year. The
QicClaim/2 system identifies claims with potential for
audit savings. The medical claims auditing software
then reviews those claims for improper coding and
recommends modified payment, where appropriate.
Claims that don't pass the audit process are held for
modification or review by an adjuster. No overpay-
ment, just the appropriate amount.

Cost Management Services
True cost management is available via easy-to-use

PC-based database technology that compares plan data
with regional and national healthcare norms. RIMS'
relationship with a national healthcare data manage-
ment firm lets you analyze health benefit plan
performance and provide employers with comprehen-
sive health risk assessmentand cost management services.

Calculate the likely occurrence ofbehavioral risk in
existing groups. Predict instances ofhigh medical costs
and increased utilization. Project wellness program
costsandpotential savings. Perform"whatif." modeling
to evaluate future risk. Cost management is easy with
this technology.

MICR Laser Check P,inting
You'll neveragain have to worry about running out

of checks or printing a check on the wrong stock. This
technology stores signature fonts and logos in your
printer and creates signed, customized checks. It can
even sort checks by alphabetical order, ZIP code,
provider or group - what more could you ask?

More than software, solutions
Keep your business alive and well. Keep your

customers happy. Make your business more profitable.
With QicClaim/2 from RIMS. For more information
on RIMS' integrated technology solutions, call
1-800-950*99.

The Leader in Benefits Administration Software

ResourcelnformationManagementSystems,Inc. 0 500TochnologyDrive
P.O. Box 3094 0 Naperville,IL60566-7094 * 708/369-5300 * FAX: 708/355168
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• Jury awards are often twice
as much for back injury cases in
which the defendant is a busi-

ness or government agency as
they are for cases in which the
defendant is an individual, ac-
cording to "Cervical, Lumbar
and Thoracic Strains," a re-

port published by LRP Publica-
tions. Copies of this report are
available for $29.50 plus $3.50
for shipping and handling. LRP
Publications, 747 Dresher Road,
P.O. Box 980, Hors}lam, Pa.

19044-0980; 800-341-7874, ext.
243.

• "Ergonomic Seating: Im-
proving Efficiency, Comfort
and Health in the Workplace"
presents an introduction to the
science of ergonomics and ergon-
omic seating principles in video
form. Available from Ajusto
Equipment Co., the videotape
also discusses the features of

Ajusto's ergonomic chairs. The
20-minute video is free to Ajusto
customers; $14.95 for others.
Contact Ajusto, P.O. Box 348,
Bowling Green, Ohio 43402; 800-
543-4996.

• A book explaining the cur-
rent legal trends in agent/bro-
ker liability is available from
the National Assn. of Casualty &
Surety Agents. The book, titled
"Agent/Broker Liability for In-
surer Insolvency: Planning for
the Best, Preparing for the
Worst," is now available for $25
per copy. Contact NACSA, 316
Pennsylvania Ave. S.E., Suite
400, Washington, D.C. 20003;
202-547-6616.

• The Insurance Information

Institute has published a book
offering information to small
and midsize business owners

on how to get the best insur-
ance for their business. "Insur-

ing Your Business" discusses the
types of coverage that all busi-
ness owners should be aware of,
as well as specific coverages
needed by certain types of busin-
esses. Copies are available for
$22.50 each plus $2.50 for ship-

ping and handling. Contact the
Insurance Information Institute,
110 William St., New York, N.Y.
10038; 212-669-9200; fax: 212-
791-1807.

• Employees and employers
can learn about the risks of oc-

cupational exposure to blood-
borne pathogens from four
booklets recently published by
the Occupational Safety and
Health Administration. "Occu-

pational Exposure to Bloodborne
Pathogens" explains the risks of
diseases like hepatitis B and ac-
quired immune deficiency syn-
drome and how those risks can

be reduced; "Bloodborne Patho-
gens and Acute Care Facilities"
is designed to help health care
workers understand and comply
with the regulations; "Control-
ling Occupational Exposure to
Bloodborne Pathogens in Den-
tistry" is for dental workers in-
volved in clinical procedures;
and "Occupational Exposure to
Bloodborne Pathogens: Precau-
tions for Emergency Re-
sponders" is aimed at law en-
forcement officers, firefighters,
paramedics and others who can
expect to come in contact with
blood in the course of their work.

Each booklet discusses a range of
subjects including exposure con-
trol plans, communicating haz-
ards to employees, preventive
measures, methods of control,
what to do if an exposure inci-
dent occurs and additional

sources of OSHA assistance. A

single, free copy of each book is
available by sending a self-ad-
dressed label to the OSHA Pub-

lications Office, 200 Constitution

Ave. N.W., Room N3101, Wash-
ington, D.C. 20210; 202-523-
9667.

.

Have a new report, booklet or
educational brochure you'd like
to send to buyers Of insurance?
Business Insurance witt describe

material costing tess than $35 as
an editorial service in the Info
column. Simply send us a copy of
the item to be offered and a short
description of it, along with the
cost and a maiting address. Ad-
dress all contributions to Info,
Business Insurance, 740 N. Rush
St., Chicago, m. 60611-2590.

The Management and Employees
of Maguire Insurance Group
are pleased to announce that
we have changed our name.

Our new name is:

1

(Pfii{ade[p hia Insurance Companies
306 'East Lancaster Avenue

91/ynnewood, Tennsy[vania 19096-1993
Thone: 215.642.8400

Tar: 215.642.5825

PHILADELPHIA INSURANCE COMPANY

PHILADELPHIA INDEMNITY INSURANCE COMPANY

MAGUIRE INSURANCE AGENCY, INC.
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Mixed reviews U.K. buyers' rates are rising
of report Employers liability, motor fleet liability see biggest hikes

 on Lloyd's By GAVIN SOUTER concurred Hamish Ritchie, This is partially to offset an "In the past, insurers have
chairman and chief executive of expected increase in claims from faced RSI claims from manual

handling LONDON-It's the end of the Bowring Marsh & McLennan repetitive strain inluries, like workers, but now they are seeing
line for rate cuts in the British U K Ltd carpal tunnel syndrome, he said that there is more and more lik-

of LMX losses commercial insurance market "Decreases in rates have dried "Underwriters are expecting elihood of claims from office

Most policyholders are seeing up everywhere, and we are see- their claims experience from RSI workers," he said
Some increases in rates across ing the largest increases in em- claims to deteriorate, and they Last December, a British court

By STACY SHAPIRO most lines of coverage in 1992 ployers liability and motor fleet are anticipating this by pushing for the first time awarded dam-
And those that have escaped business," he said through increases at the mo- ages to office workers who suffer

LONDON-Despite some with unchanged terms this year Employers liability insurers ment," Mr Saunders said from RSI (BI, Jan 20)

major criticisms of the recent are expecting harder times next are reacting to the large increase Underwriters realize that RSI Some major insurers are not

Lloyd's of London report on year in claims they have experienced claims will be a significant prob- writing new employers' liability

the cause of the LMX spiral The two areas that are seeing in recent years, he said lem in the future, but since there business

losses, a lawyer acting for the largest increases are employ- Current and former employees have been few court awards in "We are taking a low profile on

many of the members of LMX , ers liability insurance and motor of companies are becoming more the United Kingdom made to em- employers' liability, and we are
syndicates thinks the report fleet liability coverage aware of employers liability pay- ployees suffering from RSI, they not actively competing for it,"
is fair "We are looking for increases ments and are making more cannot make accurate estimates said Nigel Lister, assistant gen-

Earlier this month, a com- of between 25% and 30% for both claims, Mr Ritchie said for reserves, he said eral manager-U K at General

mittee headed by Sir David employers liability and motor "And even if the claims are "There is so little experience of Accident Fire & Life Assurance
Walker, former chairman of fleet business," said Peter Fore- unfounded, you still have to de- what the courts will award that Corp PLC,in London
the Securities and Invest_ man, managing director of Sun fend them," he said we cannot come up with a ball- Rates to cover the risk of in-

ments Board, strongly Critic- Alliance Insurance International Companies are expecting rate park figure," Mr Saunders said dustrial disease claims have long
ized the current Council of Ltd , a unit of Sun Alliance increases of up to 30% for em- Insurers are becoming more been too low, he said

Lloyd's for what he called lax Group PLC in London ployers liability coverage, said wary of RSI claims from office "There are so many problems

regulation of the market that All of the major British insur- Geoffrey Saunders, risk manage- workers, observed Peter An- with long-tail diseases that even

resulted in huge losses on 10 ers are increasing their employ- ment adviser to RTZ Corp scomb, London development if you get 100% increases, in

London market excess-of-loss ers liability rates by at least 20%, PLC,a mining company director at Bain Clarkson Ltd Cont:nued on next page

reinsurance syndicates
The report also criticizedthe staanrearadsd°iieneionfala- Danish insurerisnn, France's AGF,

number of members, manag-
ing agents and active un-
derwriters (BI, July 6) hit by problems Germany's AMB

Sir David's report says his
committee was "unimpressed
by standards of performance
achieved by some managing as it attem pts end stalemate
agents and believes that what
proved to be seriously flawed By WILLIAM PITT
underwriting Judgments
might have been constrained to raise capital PARIS-A surprise deal with a German insurer has made As-
if active underwriters had surances Generales de France Group the first state-owned
been sublect to more effective French insurer to make a malor incursion into the German mar-
control by their managing By MARIA KIELMAS acquire 100% of Hafnia, while ket

agents " selling its reinsurance operations Until last Wednesday, AGF had been at loggerheads with
The report recommends a LONDON-Hafnia Holding to UNI Storebrand (BI, April 20, AMB Aachener & Muenchener Beteiligungs A G The French in-

mandatory peer group review A/S is maintaining a confident April 13) surer was suing over the refusal of the German insurer's man-
through managing agents of public stance about the pros- But a month later, institutional agement to grant AGF voting rights commensurate with its 25%
the plans, policies and perfor- pects of a planned $375 million investors in Hafnia rejected this stake

mance of every active un- capital increase, despite a crimi- offer, unraveling the entire ar- Under German law, the management of companies can re-
derwriter nal investigation into irregular rangement (BI, May 11) serve the right to register or refuse to register shares held by

However, the Walker report dealings by a former executive, Skandia, meanwhile, is contin- other companies or individuals Registered shares carry full vot-
stopped short of accusing the temporary suspension of its uing talks with other Nordic m- ing rights, unregistered shares do not

LMX underwriters and others offering and continuing uncer- surers to try to find a way out of AMB's management had refused to register more than 9% of
of fraud tainty about its stake in two the mess But the acrimony be- its shares in AGF's name The French insurer was pressing for

The three-member commit- other Nordic insurers tween it, Hafnia and UNI Store- registration of the remaining 16% It already had lost ltS first
tee did not "find the develop- The company concedes that it brand is apparent lawsuit in the commercial court in Aachen, where AMB lS

ment of the LMX spiral to had "negative capital" of about "The Norwegians said that based, and was planning to appeal (BI, May 25, Feb 24)
have been improper or to have 450 million krone ($78 5 million) Skandia was run in such a bad An Aachen Judge agreed with AMB's contention that the fact
been distorted by conspiracy as of July 2 However, it Says way that they should come and that AGF was a state-controlled company could produce con-
or misfeasance " that when investments in other take over Thank God they flicts of interest if it acquired too much influence at the German

The committee also did not insurers and real estate are con- didn't," said Blorn Wolrath, insurer

find any "fraud or conspiracy sidered, the company has a "total chief executive of Skandia But then AGF and AMB struck a complicated deal A key ele-
to disadvantage a particular added value" of an estimated 2 To buoy its finances and re- ment is AGF's assisting the French state-owned bank, Credit
group of names or to advan- billion to 3 billion krone ($349 lieve some of the debt from its Lyonnais, in acquving a maiority stake in AMB's loss-ridden
tage others " million to $523 5 million) acquisitions, Hafnia Chairman banking subsidiary, Bank fuer Gemeinwirtshaft

There were 87 syndicates The Danish insurer's confi- Holger Lavesen on June 17 an- A spokesman for Credit Lyonnals said the bank has not yet
writing "significant" LMX dence is not shared with industry nounced the insurer's board had agreed to buy control of BfG from AMB, although negotia-
business in either 1988 or analysts, who last week down- authorized a 2.15 billion krone tions are progressing well "We still have to agree on the price,"
1989, but 95% of the LMX graded its claims-paying rating ($375 2 million) capital increase he said

losses fell on 12 syndicates in And some analysts say the pro- by issuing new shares The com- At a press conference in Paris last Wednesday, AGF Chairman
1988 and 79% fell on 14 syn- posed capital increase will be in- pany's institutional investors Michel Albert said AMB would receive payment for selling its
dicates in 1989, the report sufficient to revive Hafnia's fi- had pledged to subscribe to ap- current majority stake in BfG, not in cash but in AGF shares
noted. nances and business reputation proximately 1 5 billion krone He did not say how many AGF shares AMB will receive in re-

Participants in the LMX after the fiasco of ltS aborted at- ($261 8 million) of the shares, a turn for ce(ling control of BfG to Credit Lyonnais
business genuinely believed tempt to take over Skandia statement from Hafnia said As part of the deal, either Mr Albert or AGF General Man-
that they could improve their Holding A B of Sweden and ltS The shares were to be listed ager Yves Mansion will acquire a seat on AMB's board In re-
profit potential by writing 1991 purchase of a large stake in July 2 on the Copenhagen stock turn, AMB Chairman Helmut Gies, will acquire a seat on the
LMX business However, only fellow Danish insurer Baltica exchange and applications were board of AGF

those syndicates that mom- Holding A/S also made for listings on the The two companies stressed that the latest agreement will not
tored their aggregate expo- Under a deal reached earlier London and Frankfurt ex- affect the existing joint venture between AMB, Italian insurer
sures very closely made this year, Hafnia and Norwegian changes, the statement said La Fondiaria Assicurazioni SPA and Royal Insurance Hold-

money, according to the insurer UNI Storebrand A/S But on July 1 Mr Lavesen is- ings PLC of London

Walker report agreed to drop their thwarted sued another statement saying In February AMB, La Fondiarla and Royal established Lux-
The day after the report was bid to lointly acquire Skandia the discovery of irregular deal- embourg-based EPIC (European Partners for Insurance Co-

published, Labor Member of Although they held a 43% stake ings earlier this year by an un- operation), capitalized at 177 million pounds ($342 1 million at
Parliament Peter Ham filed a in Skandia, ltS shareholder vot- named deputy general manager current exchange rates), to invest in European insurance mar-
motion in Parllament entlclz- mg rules denied them control of would force the suspension of the kets outside the partners' home territories The move was wi-
ing the Walker report and the company offering Hafnia later Identified dely interpreted at the time as an attempt by AMB to fend off

Continued on page 73 In return for relinquishing the manager as Jesper Hansen, the advances of AGF

their stake, Skandia offered to Cont:nued on next page
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U.K. renewals are rewriting policies which they Property insurers have suf- experience in these areas, and in- same terms and conditions as
renewed before " fered few large property catas- surers have found that their rein- last year However, it expects to

Continued from prev:ous page There are few reductions in trophes over the past year, so surance coverage has been res- have to pay more for most of ltS
some cases that lS Still not public and product liability they do not need to impose huge tricted, so they in turn are coverage at the next renewal, Mr
enough," Mr Lister said rates, added Mr Anscomb, of increases to pay for past losses, increasing rates," he said Saunders said

Motor fleet liability insurance Bain Clarkson said General Accident's Mr Lis- Warehouse owners also have Bass PLC,a brewer based in

rates also are increasing for U K "We've been successful in put- ter had to install more loss control West Bromwich, England, also

companies, mainly due to the ting forward restructured pack- equipment at the insistence of expects to face increased insur-
large increases in injury com- ages for clients, which have insurers, Mr Crisford said ance costs when its coverage is :

pensation awards, he said given them coverage at better 'The market doesn't
"They are having to put in renewed Oct 1, said Risk Man-

Companies are finding that terms than they had before, but sprinkler systems in order to buy ager Brian Pountney

their past reserves are falling on a like-for-like basis there are really yet know their insurance In the past, the "We are not expecting to

well short of the compensation no reductions," he said whether it is hard or underwriters weren't always so renew on last year's terms, but

awards currently being made, Property insurance rates are strict," he said we don't believe that we will fare

Mr Lister said up, but increases are less spec- soft,' says Bass' Some property rates also are too badly," he said
The 20% to 25% increases tacular than in some of the lia- Mr. Pountney. increasing to take into account The company's good loss rec-

being charged for motor fleet bility areas, said Mr Foreman of recession-related claims, like ord should fight off any large
rates this year will have to be re- Sun Alliance claims for arson and vandalism, rate increases, Mr Pountney
peated next year to bring them "The property increases are according to Mr Crisford said

up to an adequate level, he said more selective, with the heaviest "We haven't had a big wind- However, the increased claims However, insurers will proba-

Other liability rates are in- increases falling on accounts storm since 1990, so there is not are in part being offset by de- bly insist on more exclusions,
creasing by about 10% to 15%, with poor claims experience, but so much of a need to increase creasing levels of sums insured tighter wordings and tougher
Mr Lister said we are even applying increases to rates to fund catastrophes," he due to the depressed commercial disclosure details, he said

Those rate hikes are lower be- clean business," he said said property market in Britain, he "But if we can get our act to-

cause underwriters have largely Sun Alliance is losing some The Irish Republican Army added gether in these areas, that may

been able to control their re- property accounts as a result of bomb explosion in London which In the marine market, U K go some way toward ameliorat-
serves more effectively in other the rate increases, but generally caused between 700 million buyers are seeing rates continue ing rate hikes," Mr Pountney
liability areas, he said all of the major Bntish insurers pounds and 800 million pounds to harden, s aid RTZ' s Mr said

In addition, "the claims expe- are raising rates, Mr Foreman ($1 35 billion and $1 54 billion at Saunders During the next few months

rience in public liability has not said "Everybody 15 saying that current exchange rates) of dam- And if a company is a substan- the state of the market will be-
been as bad as employers' liabil- we can't continue with the inad- age was not enough on its own to tial user of overaged vessels, it come clearer, but at the moment
tty," Mr Lister said equate rates we have charged in significantly boost commercial can expect increases in excess of U is difficult to predict whether a

However, underwriters are ex- the past " property rates, Mr Lister said 100%, he said hard market lS developing, he

amining the wordings of all lia- Insurers and policyholders are Property rates are generally "The effect of this is that char- said

bility insurance policies more also keen to increase deductibles, stable with few reductions or ex- terers are becoming more discri- "The market doesn't really yet
carefully, said Mr Ritchie of Mr Foreman said treme increases, said John Cris- minatory against over-aged ves- know whether lt lS hard or soft
Bowring "Public liability and "We are not restricting cover ford, a director at Lowndes SelS, SO lt lS having a beneficial Some elements, such as employ-
product liability have not been per se, but many clients are say- Lambert U K Ltd risk management effect," Mr ers' liability, are hardening, but
as badly affected (as employers' 1ng to uS, 'We can't afford to pay However, rates for warehouses Saunders said it is not yet clear whether this lS

hability), but underwriters are any more' " so we have them and multi-tenant properties are At both ltS Jan 1 property re- going to spread throughout the
looking very closely at policy take a higher self-insured reten- increasing significantly, he said newal and ltS July 1 general lia- rest of the market," Mr Pount-
wordings, and in some cases they tion instead, he said "There has been poor claims bility renewal, RTZ obtained the ney said

Hafnia investigation
Cont,nued from prev:ous page cause that was not on the ties Ltd in London, said he it is only because Norwegian ac- Skandia's Mr Wolrath said the

who was fired books," he said of the soccer club thinks it is unlikely Hafnia will counting rules allow its Skandia current situation at Hafnia and
In February and March, Hafnia probe easily find such a buyer In addi- stake to be posted at 150 krone UNI Storebrand could have been

acquired two options to purchase In addition, Hafnia auditors in tion, there now is little-if any- ($25 67) per share Last week, avoided if they had been pre-
shares in Copenhagen invest- April discovered an irregular international interest in sub- Skandia stock was trading at pared to talk with Skandia last
ment banker Interbank A/S, the transfer of 470 million krone scribing to the Hafnia stock of- around 98 krone ($16 77), while year rather than mounting a hos-
statement reported ($82 million) to Hafnia Holding fering, he said most of the UNI Storebrand's ac- tile bid

The share purchases were evi- from its Hafnia Life Insurance Besides, he added, because quisition was made at 200 krone "If you talk to them now, they
dently intended to secure loans subsidiary Denmark's insurance Hafnia has "next to no capital" ($34 22) per share will say that they should have

made by financial houses to regulations prohibit a life in- the planned 2 billion krone in- On this basis, UNI Store- talked to us We offered enor-
Brondbyernas I F Fodbold A/S, surer from making loans to a crease will be insufficient brand's solvency margin, which mous opportunities for talks in
a Danish professional soccer parent After the transfer was And late last week Standard & Norwegian authorities calculate autumn 1991, but they said, 'We
club, listed on the Copenhagen discovered, the funds were im- Poor's Corp downgraded the as shareholders funds (share cap- don't want to,' and said a lot of
stock exchange, to finance its mediately returned, a Hafnia claims-paying ability rating of ital plus reserves) to total assets, stupid things," Mr Wolrath said
takeover of the investment bank spokesman said Former Hafnia Hafnia to BBB from A The rat- is 4% Insurance regulations stip- Refernng to comments made

The soccer club made a tender Chief Executive Per Villem Han- ing will remain on S&P's Credit- ulate that it must reach 45% by by London stock market analysts
offer to buy Interbank earlier sen was held responsible for the Watch "pending the successful 1993 and 8% by 1997 to Business Insurance last De-

this year transfer and was subsequently implementation" of the share of- To achieve this, analysts say cember, when the takeover was
However, "the said options to fired fering UNI Storebrand will have to launched, in which the chief ex-

purchase shares were not re- A July 3 statement from Haf- "The potential for Hafnia to raise capital in addition to sell- ecutives of Hafnia and UNI
corded in the books of Hafnia nia said that after accounting for try to improve the performance ing the Skandia shares Storebrand where characterized

Holding and neither the board of its potential losses on the Inter- and efficiency of insurance oper- Kleinwort Benson's Mr Law- as "little Nap oleons,- Mr
directors nor the auditors were bank/Brondbyernas transaction ations and raise capital through lor says UNI Storebrand will Wolrath said "I don't want to
aware of their existence," the and adjusting its investment the disposal of non-core opera- probably need 1 billion krone play Napoleon What made Na-
statement said portfolio to market value, the tions is limited Only the resolu- ($171 1 million) more in capital poleon a fool was that he created

Hafnia is still trying to sort out company has "negative capital" tion of the strategic impasses this year and another 1 billion an empire and then couldn't con-
· whether the option iS binding on of about 450 million krone ($78 5 will bring any lasting stability to krone next year, which together trol it "

the company "It has not been million) as of July 2 At the end
Although he said Skandia lS

possible to demonstrate any of 1991, the company's market
not interested in forging cross-

business rationale for Hafnia capitalization was 3 2 billion shareholding alliances withInstitutional investors have to be more 'hard-nosed'
Holding to commit itself to these krone ($558 4 million)

other insurers or banks, Mr

options to purchase shares, for The statement also said Haf- in defense of shareholders' interests rather than Wolrath agrees with a London

which there seems to have been ma's "total added value" is esti- nationalistic interest, Mr. Lawlor says. 'Institutional
stock analyst's suggestion that

no agreement as regards pay- mated at 2 billion to 3 billion
Skandia should change its re-

ments," according to the state- krone ($349 million to $523 5 investors in Hafnia definitely would have been better strictions on shareholder voting
nnent million) A Hafnia spokesman served by selling to Skandia,' he adds. rights

Hafnia's board has asked the explained that this figure lS
Hoare Govett Ltd said that

police to investigate the matter, derived from its stakes in Bal-
resolution of the Skandia-Haf-

at the same time it asked the Co- tica, Skandia and various real
nia-UNI Storebrand deal should

penhagen stock exchange to sus- estate holdings the Hafnia group, though this equals the amount analysts esti- also lead to modification of
pend its offering An internal investigation of may be at the expense of its in- mate it has lost on the Skandia Skandia's voting rights Hoare

However, the soccer club mat- Hafnia transactions was con- dependence," S&P said acquisition Govett said this change is un-

ter is not the first time that ir- cluded on July 5, when the com- Meanwhile, Norwegian insur- The Hafnia/UNI Storebrand likely to occur before a core of
regular business transactions pany announced that no new ir- ance authorities granted UNI raid on Skandia demonstrates a friendly shareholders is in place,
have been uncovered at Hafnia regularities were uncovered Storebrand a one-year extension need for greater management ac- but said it ultimately will add to

Skandia's Mr Wolrath said a Trading in Hafnia shares re- until July 1, 1993, to reduce ltS countability and tougher regula- the value of Skandia's shares
due diligence investigation of sumed the following day, with 28% holding in Skan(lia to 10% tions in the Nordic insurance "We are prepared to change

Hafnia's finances, one of the the planned capital increase to UNI Storebrand denies sector, according to Mr Lawlor our articles of association If we
conditions of its April offer to follow charges that lt lS ln financial In addition, institutional inves- ever continue to combine our
acquire the Danish company, re- The Hafnia spokesman said the trouble because of the Skandia tors have to be more "hard- forces into bigger operations, lt
vealed some dubious transac- insurer intends to dispose of the mess nosed" in defense of sharehold- l S quite obvious we have to
tions However, he could not re- Skandia and Baltica stock as In fact, Standard & Poor's says ers' interests rather than nation- change them," Mr Wolrath said
veal details because o f a soon as possible "We will need a UNI Storebrand's "ability to alistic interest, he added "But you benefit from them
confidentiality agreement be- big buyer If we can find the meet its obligations is satisfac- "Institutional investors in Haf- when you have a hostile bid In
tween the companies buyer, we will get added values " tory despite the negative effect nia definitely would have been no way were we going to put our

"But it had nothing to do with Jonathan Lawlor, an analyst of its investment in Skandia better served by selling to Skan- money in the hands of people
the criminal investigation be- with Kleinwort Benson Securi- But insurance analysts say that dia," Mr Lawler said who would waste it " .
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Walker report
Continued from page 71
certain Lloyd's underwriters.

His motion-which is barred

from libel prosecution because it
was filed in the House of Com-

mons-calls for a "full public
and independent inquiry into
Lloyd's, together with its proper
regulation by statute."

Mr. Hain's motion-one of

many he has filed criticizing
Lloyd's--said that the Walker
report "does not reveal the ex-
tent to which five members of

the Lloyd's Council, who manage
syndicates, used the LMX dust-
bin syndicates for their own re-
insurance to the tune of 623.5

million pounds" ($1.20 billion at
current exchange rates).

The Walker report also does
not show that Lloyd's un-
derwriter Stephen Merrett had
losses on his syndicate 418 total-
ling 230.8 million pounds ($445.4
million), which he "unloaded on
the LMX dustbin syndicates to
the extent of 229.8 million

pounds ($446 million)," accord-
ing to Mr. Hain's motion.

Mr. Merrett has written to Mr.

Hain to ask him where these fig-
ures come from because they
can't be found in syndicate 418's
accounts, said Dennis Purkiss,
chief executive of Merrett Hold-

ings P.L.C.
Syndicate 418, Lloyd's largest

syndicate, places a percentage of
its reinsurance program in
Lloyd's, but that reinsurance
placement is no different than
placing reinsurance with a com-
pany like Munich Reinsurance
Co., said Mr. Purkiss. "All its re-

insurance is entirely above
board" and available to see, he
said. "I'm not sure what point is
being made (by Mr. Hain)."

The Walker report also doesn't
show that former Lloyd's deputy
chairman Alan Jackson had a

loss of 93.5 million pounds
($180.7 million) and claimed
122.5 million pounds ($236.7
million) from his reinsurers, said
Mr. Hain's motion.

Mr. Jackson was unavailable

for comment last week, but he

told Lloyd's List that his syndi-
cate 735 paid gross claims of 157
million pounds ($303.4 million),
paid 31 million pounds ($59.9
million) for its reinsurance pro-
gram and made claims recoveries
of 122 million pounds ($235.8
million).

Mr. Hain also said the Walker

report does not reveal that the
companies of two members of the
Walker committee "had them-

selves claimed millions of

pounds on the LMX spiral."
They are John Lock, retired gen-
eral manager of the Mercantile &
General Reinsurance Co. Ltd.,
and Leslie Lucas, director of
Norwich Winterthur Reinsur-

ance Corp. Ltd. Neither were
available for comment or re-

turned phone calls.
However, an M&G spokesman

noted that while claims were

made for LMX losses, claims

were also paid for LMX losses by
M&G. In fact, M&G lost millions
from the LMX-related claims.

"No one gained on this at all," he
said. The motion "underlines

how little Mr. Hain knows about
the insurance busin'ess."

In the meantime, David Ti-

plady, a lawyer with D.J. Free-
man in London who represents
several members action groups
including the Gooda Walker Ac-
tion Group, said he is not sur-
prised by the findings of the
Walker report.

"It says exactly what I ex-

pected it to say and bears out
with my feelings. . .that the LMX
market wasn't fraudulent" but

there were players who misman-
aged their businesses, said Mr.

Tiplady. The report "is en-
couraging not just to Gooda
Walker members but to other

names." However, members will

be able to seek compensation for
mismanagement from members
and managing agents who didn't
control the LMX business pro-
perly, he said.

In order to sue Lloyd's Council
for compensation, the members
would have to establish a duty of
care and then prove negligence
and breach of contract, which

would take a long time, said Mr.
Tiplady.

It is easier to pursue the agents
for negligence and breach of
contract, he said. I
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The Professional Marketplace
RATES AND CLOSING TIME:

Rates: Dlsplay class¢ted 5 $123.75 per column inch, minimum ofone inch. Straight class#ied ts Closing: Published every Monday. Copy must be in typewritten form by noon Tuesday, 6
$11.00 per line. minimum of 5 lines. Count 34 dmincters per hne (include mdi space and doys preceding publishing date. No verbol phone copy accepted Prepayment required for
punctuation as a character). Additional $17.50 charge forall blind box ads. Only those reponses all advertisements. Mail ads to Margaret Hikido, Classif ed Advertising, 740 N Rush
which fit into a business size envelope will be forwtirded. Responses are forwarded daily, St Chicago, IL 60611. For more information aill 312-649-5340. FAX 312-649-7799

INSURANCE RISK MANAGEMENT LGLIC ASSOCIATES IMC

ADMINISTRATOR
MANAGER

American National Can Company is the world's
The Architectural Institute of British Columbia is the largest packaging company, specializing in metal, Celebrating Our 14th %ar @f National Service
professional and licensing association for the profession glass and plastic containers, tubes, closures and flex- To The Risk Management Community
of architecture in British Columbia ible packaging products A Risk Management

Administrator position is ava,lable at our Corporate
The Institute is offering an exciting and challenging Headquarters near O'Hare Telephone 212-227-8000 170 Broadway Suite 814
opportunity to initiate and manage the Institute's pro- Fax 212-766-0188 New York, New York 10038
fessional hability plan Operations are expected to begin Major responsibilities include the administration of "The Ong:nal and #1 Chotce m Risk Management Recrutting"
on October 1, 1992, full implementation is scheduled property and casualty insurance, with emphasis on
to commence on January 1, 1993 active management of liability and workers compen-

sation claims A thorough knowledge of insurance
INVITATION TO BID NOTICES

The manager will be responsible for administration and good communication skills are required THE INTEGRAL INSURANCE COMPANY

including rating, claims handling, negotiating excess INVITATION TO BID IN REHABILITATION

and reinsurance coverage, investment of funds and A Bachelor's degree in Business or a related finan- Sealed proposals will be received by By Order of Judge Preston Dean of the
appointment of claims advisors and legal counsel the HOUSING AUTHORITY OF THE Circuit Court of Jackson County, Mis-cial area and 5 + years of casualty claims experience CITY OF ANNAPOLIS (hereinafter souri dated June 19, 1992, a Plan of
The ideal candidate will have professional liability insur- is preferred ARM and/or CPCU certification are called the LOCAL AUTHORITY) at its Rehabilitation of this Company was

desirable. PC experience, Including Lotus 1 -2-3, is administrative office, 1217 Madison approved Following is a summary of
ance management experience, strong interpersonal Street, Annapolis, Maryland 21403 that Plan
skills and a willingness to accept a hands-on lob.

also desired until publicly opened at 2 00 P M on
Tuesday, September 1, 1992 for Auto- The Revised Plan of Rehabilitation
mobile Insurance Coverage for Liabil- filled and approved by the Court ofQualified candidates are requested to submit, in confi- Excellent salary and benefits are offered, as well as ity and Physical Damage May 19, 1992, the Court has

dence, a detailed resume outlining experience, qualifica- a challenging professional environment and profes- ordered certain limitations and

tions and salary expectations by Monday, July 27, 1992 to. All Proposals shall be submitted in a restrictions on the payment ofsional development potential For confidential con- form approved by the Local Authonty claims and judgements
sideration, please send your resume, with current Copies of such form of proposal and in-

The Executive Director salary history, to· Headquarters' Human Resources, formation concerning the insurance Any settlements or judgements to
Architectural Institute Dept. #81713, AMERICAN NATIONAL CAN coverage may be obtained from the be paid by Integral insurance

Local Authoity at the address indicated Company in Rehabilitation areof British Columbia

Vancover, BC, Canada OIOC COMPANY, 8770 W. Bryn Mawr Ave., Chicago, above 410/267-8000 expressly subject to the following
103-131 Water Street

IL 60631. An equal opportunity employer m/Ud
provisions of the revised rehabili-

Harold S Greene, PHM tation plan
Executive Director

V6B 4M3 Settled claims, ludgements
and all loss adjustments and

Telephone 604-683-8588
INVITATION TO BID all loss adjustment expenses

(defense attorney fees, ad-
Fax 604-683-8568 Sealed proposals will be received by ]ustment expenses, etc ) will

IL P-,1/--the HOUSING AUTHORITY OF THE be paid monthly at a rate not
CITY OF ANNAPOLIS (hereinafter-g,/AimmiiR75377 to exceed Six Million Dollars

called the Local Authority) at 1ts ad- ($6,000,000) per quarter
ministrative office, 1217 Madison through 1992, Five Million
Street, Annapolis, Maryland 21403 Two Hundred Fifty Thousand
until publicly opened at 3 00 P M on Dollars ($5,250,000) through
Tuesday, September 1, 1992 for Ex- September 30 1993 and Four

tended Fire Insurance Coverage for ten Million Five Hundred Thou-
housing communities and Office Con- sand Dollars ($4,500,000) per

Business Insurance tents and Data Processing Coverage for quarter thereafter
the Housing Authority Administrative

Circulation Complex The payment of individual
Breakdown* claims shall be limited to the

All proposals shall be submitted m a coverage limit that a claim-RE Commercial Consumers form approved bv the Local Authority ant would be entitled to

Copies of such form of proposal and receive from the applicable
Administrative. information concerning the insurance state insurance guaranty

TREATY
CEO's Presidents, and Owners 2,489 coverage may be obtained from the fund if Integral were placed

Vice-Presidents, General Managers Local Authority at the address indi- into receivership for hquida-

and Other Administrative Personnel
cated above 410/267-8000 tion For those claims which

4,175
exceed that applicable guar-

HOUSING AUTHORITY anty fund limit, the amount
OF THE of the claim above the guar-Financial

CITY OF ANNAPOLIS anty fund limit win be

UNDERWRITER
Chief Financial Officers and Vice-prest- Harold S Greene, PHM reserved for future payment
dents of Finance 2,811 Executive Director Barring unforeseen circum-
Secretaries, Treasurers, contollers and stances and provided there

other Financial Personnel 4,204 are sufficient funds at the

HELP WANTED conclusion of the rehabilita-

Risk/Employee Benefits: tion to pay all policy claims

Vice-presidents, directors, managers. CASUALTY UNDERWRITER in full, the portion of an mdi-
vidual claim in excess of the

and other related department person- Euaranty fund limit will then
nel of insurance, risk, employee ben- Our Los Angeles underwriting office is Se paid, unless otherwiseGeneral Reinsurance, the nation's leading property/casualty eflts, personnel, compensation, pen- seeking an Excess & Surplus lines un- ordered by the Court for the

derwriter Underwriting consists of
sion, safety, security, industrialreinsurer, has an excellent opportunity on its Stamford,

protection of Integral's poll-
primary and excess commercial general cyholders, creditors and gen-

relations, human resources and em- hability, emphasis on products ha- eral public

Connecticut home office Treaty Underwriting staff. ployee/labor relations 11,995 bility Candidates should have five
Sub-total 25,683

plus years of commercial casualty SubJect to the foregoing limitations,
underwriting experience with a med- payments made by Integral pursuant to

Associations 442 lum or large commercial property and the Revised Plan of rehabilitation will
Qualified candidates will have ten plus years of casualty Government, Unions and Educational casualty insurer Salary commensurate be paid on a chronological basis and a

with experience Send resume and settlement will be placed in line for
Institutions 1,261 salary requirements to Box 2748,

underwriting experience with a strong reinsurance under- payment when the claim or settlement
Commercial Consumers Business Insurance, 740 N Rush St , agreement giving rise to Integral's ob-

Chicago, Illinois 60611-2590
Sub-total 27,368 ligation is fully and finally executed

writing background. Strong technical grounding in all and, if necessary, approved by a court
Insurance Agents and Brokers 9,090 of competent Jurisdiction

commercial casualty lines is a must. Communication skills Insurance Companies 8,128 CLAIMS MANAGER / ANALYST
Unless and until otherwise ordered byAccountants, Actuanes, Attorneys & Develop and administer a new claims the Court, all payments made by inte-are critical. Consultants 3,340 management and analyst function ral are sublect to the guaranty fund

Minmum of 7 years experience in
Adjusters, Appraisers, TPA's, Captive mitations set forth in the plan and

Property/Casualty, preferably from a
Managers & Health Care Providers corporate setting CPCU or ARM limited to the extent that Integral has

General Re offers an exceptional benefit program and a 1,529 desired Key management position
not made aggregate quarterly payments
in excess of the limits set forth in the

Others Allied to the Field 1,580 reporting to CEO Familiarity with plan

compensation package commensurate with experience. Single Copies 46
not-for-profit organizations a plus
Experience with Captives helpful This communication recites the current

TOTAL 51,099 Hiring range to $62,000 Resume with
references only by July 24,1992 to

restrictions and limitations of the

* Source Business/Occupational Revised Plan of Rehabilitation There,s

Forward your resume in confidence to: CEO-YMCAServices Corporation, 101 no assurance that these restrictions and
breakdown of qualified circulation, North Wacker Drive, Chicago, IL 60606 limitations will remain the same
November 25, 1991 issue, as submit- Through periodic accounting and actu-

John E. Foulds
ted to 8PA for December 1991 BPA arial analysis, the rehabilitator will

Second Vice President General Publisher's Statement review the status of Integral and the

RECRUITTHE effectiveness of the Revised Plan, and

INDUSTRY'S thereafter the Court may adJust the
MOST QUALIFIED quarterly limitations, impose further

CANDIDATES restrictions or cease payment of settle-

General Re Corporation
Financial Centre, RO. Box 10353
Stamford, CT 06904-2353 5 Re

ments and ludgements The Revised

The most talented Plan of Rehabilitation does not assure

men and women Integral Insurance Company will not be

81 Classifieds m the insurance industry placed in liquidation by the Court

know where to turn when

they want to make their moves For a complete copy of the Plan, please

assure top contact Mr Hugh Setterfield, Agent for

The Professional Marketplace the rehabilitator, at The Integral

an equal opportunity employer m/f/d/v quality results!
Insurance Company in Rehabilitation,

Call 312/649-5340 Post Office Box 2051, Milwaukee, Wis-

for advertising details consin, zip 53201-2051, phone (414)
784-7780 or 1-800-558-9257
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GET

RESULTS
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INSMNCE COMPANY WARED
The company must have at least $25

million assets.

Current management must be willing
to remain in place for at least two years,
as either an employee or consultant.

Principals only.
Contact Mike Murphy at

(813) 434-5355.

Risk G Insurance

Management
Announcement

Andrew Davis, President of Davis
& Company Inc. has merged with
Smith Hanley. His division will
continue to specialize in the
national recruitment of Risk

Management & Commercial
Insurance professionals.

Advertise in

The Professional Marketplace
FAX your classifieds for the next issue:

FAX: 312/280-3189

PHONE: 3121649.5340
Contact:

Margaret Hikido, Classified Ad Manager, to reserve space.

CLAIM AUDIT CONSULTANTS
Auditor for the Pool/Risk

MGR or Self-Insurer
2333 Hillcrest Drive

Bloomfield Hills. MI 48302

(313) 333-2213
{Responding to RFPs Nationwide)

InPhoto Surveillance
Long Range Video
Surveillance of Claim-

ants. Agents within 3
hours drive of 80% of

the U.S. population.
800·822-8220 FAX 800-752·0720

PSYCHIATRIC PHYSICIAN REVIEW
A national neh,ork of consumng physicians

PREST & ASSOCIATES, INC.
James Richard Prest MD. Chairman

Case Review For Insurance Companies Claims
Administrators Self Insured Employers,

Managed Care Firm£ HMOs, EAPs

2304 Wimbledon Way
Las Vegas Nevada 89107

FAX 702 2584669
PHONE 702 258-6384

IN?Sl!14,ANCE VI(Ril-10\TION

51:Rv]('16

Insurance Tracking Experts
Since 1967

Lessors + Lenders + Prop. Mg.
Franchisors + Contractors

Hospitals

Employee Reimbursement Programs

Turnkey & Custom Systems
800 - 528-3622

t

RICHARD MEYERS

«Bm S ASSOCIATES. INC.

Executive Recruiters,
Servicing Clients Nationwide, In The Areas Of:

· Risk Management · Claims Management
· Safety & Fire ·Benefits & Pensions

Protection · Property & Casualty
Also Olleting A Unique Concept In Secutive Search For The 1990's

"RENT-A-RISK MANAGER"

15 James Street, Main Level, Florham Park, NJ 07932
Call 201-765-9000 · Fax 201-765-9009

"1,1,0,0 Rofessionah insure me# Careers"

Setting the Standards
in Managed Care.

Sales Itandards for _ 1 health care
Oxford Health Plans is setting the

Reps enective services unequalled by any
withaleputationferquall*andcost•

other _ I tion. Headquarteed
in Darien. Cr. with Bidlities in MY. rfJ and long island
we invite you to explore a Mure in thts,no,sed care

A J

and servicing dients in them metro area

Qualuled candidates should have a Bachelor# degree. be
highly·motivated. detalkoriented and have excellent
communication/presentational ams. Sates experience.
patticulmly direct HMO expe:rience. required.

We offer an excellent salmy and comprehensive. non-
contributory benefits packeee. Send your reszime with

Attn: H.R. Department
OXFORD HEAISH PLANS

320 Post Road

Daztell, CT 06820

An

Insurance Services Guide

RISKMASTER® Software

by I)ORN • WORKERS' COMP

• GENERAL CLAIMS

Technology • CHECK WRITING
• VEHICLE ACCIDENTS

-Group,Inc.. • EXP. MODIFICATION FACTORS
• ACTUARIAL REPORTING

Software. Services & Consulting • DATA CONSOLIDATION FOR

Another Proven Risbnaster Seji,vare Senes Preduct CARRIERS, TPA'S & BROKERS
_A Nationaly Ranked kader Since 1982

FOR PCILANIUNIX
ONSITE TRAINING ONGOING SUPPORT

For Marketing Questions or to Attend a Free Seminar, Call (313) 462-5800

FLEXCLAIMS

MEDICLAIMS 79 COMPCLAIMS

Software of Florida, Inc. COBRA PLUS

INTEGRATED SYSTEMS LIKE NO OTHER
MEDICLAIMS • Health Claims Administration
COMPCLAIMS • Workers' Compensation Administration
FLEXCLAIMS • Flexible Benefits Administration
COBRAPLUS • Cobra Administration

CALL OR WRITE FOR MORE INFORMATION

831 North Hercules Avenue, Clearwater, Florida 34625

813-442-9296
.. ANYTHING ELSE ISA COMPROMISE

 gfea*@ Claims Processing and Management
THIS! Automated Benefit Administration,

% Systeminstallednationwideandinpuerto
Rico since 1979.

, THIS! i THIS! Real-time claims adjudication.
COBRA, EAP, Cost Containment,

9% Managed Care and extensive reporting>*ted si¥ ,¤capailities with clear. concise processing
Call Tblos and ask for THIS!

(805) 968-2551 • Fax (805) 968-2589
42 Aero Camino, Suite 102 • Goleta. CA 93117

lmIi*
COMPUTING INC.

s a $ 17 billion
insurance

Liberty Mutual

has the vision

that enmres

continued

success. By

bn'nging many

professionals

together who can

look beyond

today, we are

meeting the needs

of our customers

and proinding a

stimulating place

to work

The Statue ofLiberty
stands 140feet tal.
......

7EACH GREAT HEIGHTS.

MARKEI'ING
COMMUNICATION SPECIALIST
This is an outstanding opportunity to
utilize your property and casualty
commercial marketing communications
experience. You will work closely with
both Home Office and Field Sales,
Underwriting, Claims, and Loss Preven-
tion as you research information to
develop a competitive intelligence news-
letter, and coordinate production of sales
literature, proposals, and trade show
materials. Candidates must have a

Bachelor's degree, 5 years of business
marketing communications experience
including newsletter preparation, and
strong writing, analytical, and presentation

skills. Insurance communications

experience is essential.

Interested candidates please
send resumes to Liberty
Mutual Insurance Group,

Employee Relations
, Dept., 175 Berkeley St.,

Boston, MA 02117.

An equal opportunity employer.

000

LIBERIY
MUT[RL*F
Liberty Mutual
Insurance Group/Boston

Reach For The Stars
Investigate this new generation of quality software solutions for health
benefits management, workers' compensation claims, general liability,

medical cost containment, including:

ISP HealthStar • ISP CompStar • ISP MultiStar • ISP MediStar

For more information about the many ways
you can benent Som
Insurance Software Packages, Inc
write to us at

3625 Queen Palm Drive

Tampa. FL 33619
or call (800) 2374133 in the U.S.
(813) 621-6069 in Florida

BILL REVIEW SYSTEMS

•Physician
•Hospital
•Pharmacy

DATA ANALYSIS SYSTEMS
•Providers

•Treatments
•Claimants

CALL TODAY for a FREE
demonstration disk...

(800) 829-1841

For advertising information in the INSURANCE SERVICES GUIDE Contact: Margaret Hikido,
740 N. Rush Street, Chicago, Illinois 60611. Telephone (312) 649-5340

..../

SOFTOUCH
SOFTWARE
IN'r.PORATEI'

5200 SW Macadam Ave., #255
Portland, Oregon 97201

CASE MANAGEMENT SYSTEMS

•Medical Case Management
•Medical Event Management

FRAUD MANAGEMENT SYSTEMS

•Analysis/Detection
•Management/Control
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BC/BS report
Continued from page 3

The subcommittee staff drew the

same conclusion in its statement

offered during a subcommittee
hearing on July 2.

"No matter what the outcome of

the final investigation, it is certain
to propel this subcommittee into
the arena of national health care
reform and the ultimate debate

over those programs that will best
ensure internal controls against
fraud, waste and abuse," said the
statement.

The staff statement stopped far
short of a blanket condemnation of

the solvency or practices of the
BC/BS plans as a whole.

"At this time, the subcommittee
has no evidence to make it believe

that the vast majority of plans are
not being run in a proper and fis-
cally sound manner," said the staff
report. The subcommittee staff rei-
terated the "long-held belief that
the vast majority of state regula-
tors are diligent in their dedication
to combating fraud and abuse in
their states, including potential
problems with their Blue Cross/
Blue Shield plans."

In a statement issued after the

subcommittee hearing, the Chi-
cago-based Blue Cross & Blue

Shield Assn. pointed to the staff's
assertion that most plans appear to
be run in a proper and fiscally
sound manner.

"Nonetheless, the preliminary
findings of the subcommittee's in-
vestigation raise many questions.
We are just as intent on answering
these questions as is the subcom-
mittee, and we are cooperating
with the subcommittee," said the
BC/BS statement.

But the association had some

questions of its own about the
staff's basis for questioning some
plans' solvency. The staff relied on
ratings by West Palm Beach, Fla.-
based Weiss Research Inc., the only

national rating service that rates
more than a handful of BC/BS

plans (BI, July 6).
Weiss Research gave only one of

the 73 BC/BS plans an "A"-or
"excellent"-rating. Weiss gave
four plans ratings of "E-minus,"
which is the lowest rating other
than "F," which signifies "failed
and under the supervision of state
insurance commissioners." Weiss

Research assigned 20 of the plans
grades in the D and E range.

"We are concerned that those

ratings do not take into account
the differences that distinguish
BC/BS plans from commercial in-
surance companies," the BC/BS

The IRI Ditrerence:

Prop6rtro serve 7rs Are8ss Orance NeedsIRI account teams combine both
our staff to take

prevention and underwnting peo-ple," said Stan Couvillon we havePresident-Loss prevention. In this employenhldctereway, our customers get the best of both million inspections of facilities in"D graijted

made. T,-. 3.'en a recommendation is than 70 countries. This effort hel»-i nis is a key aspect of The IRI conserve billions of dollars worth of
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Stan Couvilton
Industrial Risk Insurers
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Assn. statement said.

"For example, these ratings do
not weigh the unique and impor-
tant role plans play in their com-
munities. Plans often serve as a

safety net for those not accepted
by commercial insurers. We believe .
Weiss Research's methods of rating
insurers generate extremely con-
servative ratings that do not reflect
the legislative and regulatory con-
straints to which many plans are
subject. These ratings may not give
the consumer a clear, thorough
analysis of (his or her) insurer's
health," said the BC/BS Assn.

But there is "ample evidence to
believe that the solvency problems
faced by the West Virginia plan
were not isolated," said the Senate
subcommittee statement.

The subcommittee staff noted a

number of alleged irregularities at
various BC/BS plans, though it did
not identify the plans involved.

For example, the report said that
at least one BC/BS plan was hold-
ing "junk bonds in its portfolio, in-
cluding some from Lincoln Savings
& Loan Assn.," the failed Phoenix,
Ariz.-based savings and loan asso-
ciation headed by Charles H. Keat-
ing Jr.

Other irregularities stemmed
from the non-profit BC/BS plans'
rights in some states to operate
for-profit subsidiaries.

"In these cases, the staff has
learned that many state regulators
have no or little jurisdiction to reg-
ulate the for-profit subsidiaries,"
said the staff statement.

"One plan has an Irish insurance
subsidiary and (the staff) has little
detail on what it does. This same

plan has a Jamaican subsidiary
and Caribbean affiliate which re-

main, to some extent, a mystery to
regulators," said the report. Some
plans also operate money-losing
for-profit computer subsidiaries,
according to the investigation.

"One plan even created a sub-
sidiary which was involved in a
very risky 'arbitrage' business. In
this case, the insurance regulator
was not given prior notice of this
activity and was basically faced
with a Hobson's choice of either

approving this illegal activity or
forcing the plan to lose millions of
dollars it had invested in this risky
endeavor," said the statement.

The staff statement also con-

tained a litany of instances of al-
leged mismanagement at individ-
ual plans. The report noted that
similar allegations arose in the
early 19705, when the Senate Sub-
committee on Antitrust and Mo-

nopoly looked into the plans.
The new allegations of misman-

agement include:
• A "nearly insolvent" plan that

still paid its chief executive officer
a $350,000 salary plus other perks,
including country club member-
ships and a chauffeur-driven lim-
ousine.

• A plan that paid legal fees to-
taling $200,000 to the law firm of a
plan director.

• A plan that awarded a con-
struction contract to the chairman

of its board of directors, even
though his bid was not the lowest.

• A plan that bought box seats
at a sports stadium at the same
time it was raising rates.

• A plan that used premiums to
help pay damages stemming from a
paternity suit against its chief ex-
ecutive officer, even though the
man had admitted paternity.

The subcommittee's examination

of the BC/BS plans is part of its
ongoing investigation of the insur-
ance industry.

The subcommittee recently is-
sued recommendations to

strengthen regulation of insurers
and reinsurers, although no legisla-
tion has been drafted to institute

the reforms (BI, May 11). I
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Coalitions sion copayment, after which 100% by the process of precertifying and he said in the Minneapolis market
of expenses will be reimbursed reviewing hospital and physician Mr Morrow explamed that rate "The market had evolved to the

Continued from page l Those seeking non-network care sennces caps typically encourage providers point where employers wanted em-
which has one of the nation's lar- must pay $30 for office visits and "Many people understand how to suppress utilization and rates ployer-only organizations to carry
gest concentrations of managed $300 for hospital admissions, after inefficient the health care system often skyrocket later forward their ideas," she said
care vendors, want to change that which 70% of health care expenses lS We want providers to practice Mercer and the Employers Assn However, she noted ln the
system The two groups-the Busi- unll be paid medicine like they have been instead decided that controlling MCH's final newsletter that when
ness Health Care Action Group The plan will be administered trained to, not spend 15% of their both utihzation and the health care creating reform, it is "very tempt-
and Employers Assn Inc of Mm- uslng MedCenters Health Plan and time on paperwork-that's ab- trend-which essentially is an in- mg to pursue various self-interests
nesota-hope their reform efforts some Aetna Health Plan adminis- surd," Mr Hamacher said flation rate-would result in real at the expense of the common
can be transported to other com- trative systems Continuous quallty improvement savings over time good "
munities MedCenters of Minneapolls also is another central goal in the Information sharing is a crlti- Instead of fixing things for one

The Business Health Care Ac- lS one of the providers in the BHCAG project The idea is to cal factor in the Employers Assn or two groups, the whole struc-
tion Group, a coalition of 14 large, GroupCare Consortium Other pro- measure a provider's clinical per- project, Mr Morrow noted Pro- ture of the marketplace needs to
self-insured employers m the Twin viders are Group Health Inc and formance and try to improve it viders are being asked to collect be reformed, including Medicare
Cities area, has contracted with the GroupCare Inc, two Minneapolls- For example, an HMO may ftnd data on their performance and and Medicaid, Ms Drury said
GroupCare Consortium, a collec- based HMOs, the Mayo Clinic m that it is administenng childhood share it with Prudential, the asso- Neither the Employers Assn nor
tion of local health care providers Rochester, Mmn, and Park Nicol- disease vaccinations to only 75% of ciation and its employees BHCAG wants its gains to come at
and HMOs, to provide care for let Medical Center in Minneapolls the children m its plan who need Patient satisfaction information the expense of others m the com-
125,000 employees and depen- Other physicians, clinics and such vaccinations w111 be collected and disseminated munity, Mr Ebert said
dents hospitals may lom the network By refernng to the guidelines, to patients, employers, providers 44

We hope to get structural re-
The BHCAG's philosophy is that To cut administrative costs, the the provider can first find out why and Prudential as well, he said form m the health care system, not

quality care wlll result m optimal system will use a single claims it is missing 25% of the children But, some observers worry that just cost-shiftmg against those in
health outcomes, which will reduce form and standardized processing and how it can reach the 100% im- the gains these two employer the community who lack our bar-
unnecessary care and therefore In addition, electronic 1mks wall munization goal groups make may come at the ex- gaining clout," he explained "In
better control health care costs be estabhshed so the claims system If a provider falls short of prac- pense of others effect, we are change agents, acting

Unlike other group purchasing can communicate directly with a ticing perfect medicine, the infor- Multiple single-interest coalition on behalf of the entire commu-
efforts, the BHCAG approach fo- data analysis system and with em- mation w111 not be used as the basis projects "may be counterproduc- nity "
cuses on continually improving the ployers' m-house employee benefit for punishment, Dr Bushick tive in the long-run," said Patncia Both coalitions are sharing in-
quality of health care rather than information systems to automati- stressed Rather, the provider will Drury, former executive director of formation about their projects with
on negotiating provider discounts cally retrieve eligibility and other be given the opportunity to assess the Minnesota Coalition on Health, other employers and communities
and financial performance stan- employee information, Mr Halvor- the problem and then work out a a Minneapolis-based health care In fact, a group of small and
dards through insurance com- son said plan to make improvements coalition that dissolved late last midsize St Louis-area employers
panies or other Intermediaries BHCAG member companies ex- "If you use data to punish pro- month is considering adopting the Em-

By requiring providers to adhere pect to see their health beneht and viders-either by firing them or "The intention of the coahtions ployers Assn program, pointed out
to a set of clinical practice guide- administration costs drop between publishing the data to embarrass is to drive the market toward com- James Stutz, executive director of
lines-designed to reduce or elimi- 10% and 20% initially, with further them publicly, providers have petition and Increase quallty, but the St Louis Area Business Health
nate unnecessary care-BHCAG gains to come, Dr Bushick said every incentive to hide their true many of these prolects are untned Coalition
members will be able to measure These first-year savings were esti- performance and game the sys- and unproven," she said The Minneapolis coalitions "are
how effectively those providers are mated by comparing what the em- tem," Dr Bushick said And, "As buyers consolidate into giving us a vision of the future
caring for patients ployers now spend on HMOs to the The Employers Assn, a group large blocks and each buys the which intncately involves the pro-

Once outcomes data is available, projected administrative and tar- of 363 small and midsize employ- same thmg rather than offer em- viders and holds them accountable
the employers will be able to iden- geted claims costs under their POS ers m Mmnesota, also wants to lin- ployees choices, there may be a for outcomes," he said
tify which providers deliver the arrangement with the GroupCare prove the quality of health care problem if lt doesn't work out And, he noted, sometimes work-
best health care most cost-effec- Consortium that providers dehver How will they move that whole ing m employer-only groups is the
tively And, the group w111 use the To meet the BHCAG's quality Working with benefit consultant big block of busmess agam," only way to get something accom-
information to help other providers and outcomes measurement oblec- Wilham M Mercer Inc, the group MCH members came from a phshed "Each of the stakeholders
improve the quahty of the services tives, the provider consortium has negotiated a three-year agreement wide range of disciphnes, meludmg m this reform has to have positions
they deliver formed the Institute for Clinical with Prudential Insurance Co of employers, labor umons, health m- well-articulated, and we in the

"Buyers should know which Systems Integration to design and America, in which the insurer surers, HMOs, physicians, hospi- business community find it easier
health plans give their employees implement medical practice guide- agreed to establish a network of tals and other health care provid- to form an agenda (by ourselves)
the best chance of surviving a heart lines mtended to reduce unneces- preferred providers for the employ- ers, consumers and state than with a mixed group "
attack, for example," explained sary care Group Health and Med- ers' 160,000 employees and depen- government Ms Drury attributed However, he acknowledged,
Group Health's Mr Halvorson Centers have committed so far to dents the demise of the MCH, which was -Then it's harder to convmce other
"We will not reduce the amount of contribute a total of $10 milhon to- Each employer will replace its formed in 1980, in part to the evo- groups that yours is the right
waste, inefficiency and inappro- ward the development of the sys- existing provider network, if it has lution of employer-only coalitions agenda " .

prlate care that occurs m our so- tem one, wlth the Prudential network
ciety until buyers start demanding The providers are responsible for on Jan 1
outcome data and rewarding pro- developing their own practice Prudential selected providers for U.S. professionals covered
viders who provide cures-not the guidelines, rather than having to the network who agreed to use
providers who dellver great quan- adhere to guidelines developed by clinical guidelines developed by by guaranty fund: U.K. courttitles of expensive, but sometimes some outside source, Mr Halvor- the providers themselves and by
useless, high-tech care," Mr Hal- son said other sources LONDON-North Amencan ae- msurers, each of which wrote cov-
vorson said Right now, the consortium is Some association members self- countants, doctors and lawyers erage on the H S Weavers (Under-

As the quallty of care dehvered consolidating 36 guidelines that fund their health care plans, but hkely wall have a large malonty of writing) Agencies Ltd line slip,
in the Minneapohs area improves, have already been developed by they will purchase stop-loss cover- their claims paid by a Bntish guar- won a battle last week to recover
the BCAHG members expect their provider members Another 10 age from Prudential Some other anty fund on behalf of four lnS01- $98 nullion held by Weavers
health benefits costs to decrease guidelines, primarily for high-cost members are insured by companies vent subsidiaries of London United The msurers-Kingscroft Insur-
since, among other things, comph- procedures like coronary bypass other than Prudential The Insurer Investments PLC ance Co Ltd, El Paso Insurance
cations resulting from poor quallty operations, will be developed next, is meeting with all 363 employers The Court of Appeal of England Co Ltd, Lime Street Insurance Co
medical care wlll be reduced he said to determine whether they want to and Wales last week overturned Ltd and Mutual Remsurance Co

Payments to providers will be The protocols eventually unll be participate m the Prudential pro- a lower court decision that barred Ltd -sucessfully argued last week
based on the employers' estimates incorporated into a fully auto- gram, which would mean dropping "contingent" claims from being in UK Commercial Court that the
of their annual claims costs, plus mated medical record that will current msurers paid by a British guaranty fund deposits represented premiums and
an administrative fee The provid- contain employees' benefit infor- The program on average will administered by the Pollcyholders reinsurance recoveries held by
ers will base their rates on a uni- mation and medical histories, save each insured employer mem- Protection Board (BI, June 22, Weavers on their behalf
form fee schedule The total among other things The system ber 34% and each self-funded April 13) Contingent claims, Weavers had argued that the de-
amount paid by employers w111 be should help to reduce paperwork member more than 20% of their which are defmed as losses that are posits represented a charge, which
reconciled with actual costs at the and speed up patient admissions prolected health care costs over the not known or not yet finalized at it planned to use to pay creditors
end of the plan year because all of the information will three-year period, said Tom Ebert, the bme the insurer is hquidated, Also last week, another LUI sub-

BHCAG members w111 offer their be available onhne, Mr Halvorson president and chief executive offi- are valld claims, the appeals court sidiary-Walbrook Insurance Co
employees and dependents an said cer of the Employers Assn said Ltd -held meetmgs with creditors
identical point-of-service health In addition, the protocols will The largest amount of savings The court's interpretation of the in Chicago in an effort to avoid 1-
care plan administered by Group- help facilitate medical necessity produced by the program wall re- Policyholder Protection Act also solvency
Care Initially, the employers will ludgments at the time a patient sult from a three-year health care found that claims made by North The directors of Walbrook,
offer the POS plan along with lS bemg admitted, he said For ex- cost trend guarantee, pointed out American professionals should be which has had a moratonum on
other plan options, but "the Intent ample, if a clinician suggests a George Morrow II, a semor consul- covered the payment of claims since May,
Over tlme is to try to promote the magnetic resonance imaging test tant m Mercer's Mlnneapolis office The act authonzes the board to reported last week that ltS balance
POS plan as the main source of for a patient with carpal tunnel Insurers use health care cost trends pay "private policyholders" with sheet deficit at year-end 1991 was
care," said Dr Bryan Bushick, a syndrome symptoms, a "protocol -which are based m part on the "U K policies" 90% of all valid 170 million pounds ($317 9 mil-
consultant in the Minneapolls of- prompt" may say MRIs are not ap- medical component of the Con- claims lion) Gross liabilities total more
flee of Towers Perrin, which propnate diagnostic tools for car- sumer Pnce Index-to help set pre- The decision is hkely to be ap- than 900 million pounds ($1 68
helped the BHCAG develop the pal tunnel syndrome, Mr Halvor- mium Increases pealed to England's highest court, billion), they say
program son explained Under the program, the trend the House of Lords, by the PPB The company has an extension

Employees and dependents wlll A malor criticism of managed factor used by Prudential to set and the Assn of British Insurers, until the end of the month to file
be enrolled in the plan starting care is the inherent hassle factor rates wlll increase by a maximum whose members pay a levy to fund its returns to the Department of
Jan 1 Although the plan design that iS built into some of its most of 10% in both 1994 and 1995 losses paid by the board Trade and Industry During this
w111 be the same for all employers, effective components, like utillza- But, Mr Morrow stressed, a The decision also "is likely to time it is tging to develop a finan-
employee contributions may differ tion review, said Fred Hamacher, trend guarantee is not the same hasten" changes to the act, which cial rescue plan with creditors and
withirn each company, Dr Bushick vp of compensation and benefits as a rate guarantee have been the subject of discussion policyholders (BI, June 29, June 8)said for Dayton Hudson Corp , a "We learned early on that a rate between the ABI and the Depart- A similar meetmg will be held m

Those who use the network wlll BHCAG member guarantee or cap was not in our ment of Trade and Industry, an London this week
pay a $10 physician office copay- Providers, administrators and best interest, and we probably ABI spokesman said -By Gavin Souter
ment and a $100 hospital admis- employers often are bogged down wouldn't be able to get it anyway," On another front, the same four and Stacy Shaptro
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Delta America Re The appellate court said that Na- cealed material facts, which Update.........tional Distillers did not omit or induced them to sign onto trea-
Continued from page 2 misrepresent material facts or ties in the first place " No final
Dickinson, assistant special dep- commit breach of warranty in decision on whether to pursue
uty hquidator for the Louisville, selling Elkhorn Re these claims has been made, he Work comp antitrust claim fal.IS
Ky -based reinsurer "A lot of That reversed the federal dis- said

BANGOR, Mame--Employers in Maine plan to appeal a federalthe settlements are m the $2 mil- trict court's order that Quantum Meanwhile, other litigation in- Judge's ruling that workers compensation msurers do not violatelion plus-range " Chemical, National Distillers' volving Delta America Re in- antitrust laws when they collectively lobby to hft caps on ratesAccording to the department, successor, pay Delta $37 3 mil- cludes a suit brought by the Thirteen Maine employers last fall charged that the Nationalthe $42 7 million represents the lion in damages (BI, April 16, Kentucky department in 1988
Council on Compensation Insurance and 14 workers comp insurersfull recovery of balances due 1990) against about 30 foreign retro- conspired in 1987 to coerce the Legislature to repeal a 1985 lawDelta, plus an agreed amount to The U S Supreme Court sub- cessionaires that participated on that limited rate increases (BI, Sept 23)cover possible future adverse sequently refused to consider the Delta America Re treaties prior

U S District Court Judge Morton Brody granted summary ludg-loss development The settle- case to 1984, when Delta Holdings ment to the defendants last month, ruling that "federal antitrustments will increase Delta's assets Mr Dickinson said the deci- took over the reinsurer's opera-
laws neither prohibit pnvate actors from collectively seeking favor-to $180 million sion was relevant to the Ken- tions and shifted retrocessions to
able rate legislation from states nor provide rellef to persons proxi-All the retrocessionaires, and tucky action because the retro- the Reiss-managed captives mately injured by legislation passed by the states "in some cases their parents or cessionaires had sought to About $120 million is at issue in NCCI President William Hager hailed the judge's decision asaffiliated companies, are share- rescind their treaty because of the case, which is being heard in a "gratnng and signlficant victory "holders of Delta Holdings Inc , the allegation of fraud U S District Court in New York,

Everything about the Maine law and rate filings was notan insurance and reinsurance Now, Mr Dickinson said, according to Mr Dickinson only done openly, but amid great debate," he said "To show up incompany formed by captive "They can't use the fraud argu- Ceding insurers are also in- court four years after the fact and call the open workings of amanagement clients of the for- ment successfully " volved in litigation with the de- modern democracy a conspiracy is simply not reasonable "mer Reiss Organization, the par- He said another factor m the partment over Delta America Re,
ent of ARM move to settle was a July 1990 said Mr Dickinson This in-

Delta Holdings in 1983 ac- decision by U S Magistrate cludes a suit brought by Ken- N.Y. risk manager bill dies
quired Delta America Re, which Kathleen A Roberts that the re- tucky regulators against several ALBANY, N Y -Bamng last-minute approval by the state As-was formerly known as Elkhorn trocessionaires must comply insurers and reinsurers, among sembly, New York wtll not have a stand-alone risk managementRe Insurance Co , from National with a New York law to post them American Home Assurance department this year
Distillers & Chemical Corp , as security the amount of money Co, an American International Before adjourning for the summer earlier this month, the As-which was one of the captive they would be required to pay in Group Inc unit, that ceded rein- sembly determined that a nsk management bill approved by themanagement clients damages if the Kentucky Insur- surance to Delta in 1984 and state Senate needs further study by the state's Division of BudgetDelta America Re was set up to ance Department prevailed 1985

New York wall have a risk manager dunng the 1992 fiscal yearact as aUS fronting company The third factor encouraging About $10 million is at issue in only if the Assembly reconvenes later this summer and approves thefor business ceded to the Reiss- settlement, according to Mr the case, said Mr Dickinson bill However, that scenario is unhkely, according to a spokesmanmanaged captives, which were Dickinson, was Information re- This case also is being heard in for Assembly Insurance Committee member Howard Lasher, D-looking to expand their involve- vealed since April in depositions U S District Court in New York Brooklyn
ment in third-party under- of people involved in the opera- Owners of the captive insurer The measure was steered through the Legislature by Repubhcanwriting tion of the captives retrocessionaires that settled

lawmakers after Gov Mario Cuomo authorized $500,000 of theThe Reiss Organization's cap- But Thomas R Newman, a with the department are Inco state's budget to finance a risk management program (BI, May 11)tive management units, includ- partner with Newman & Bower Ltd,CH Robinson Paper Co, The spokesman for Assemblyman Lasher added that if the billing ARM and several affiliates, in New York who represents 16 Thomas J Lipton Inc, Petrofina is not passed, there lS no guarantee that fundmg for a risk man-were sold to Swiss Reinsurance of the 18 retrocessionaires who S A, Brunswick Corp, Consoli- ager wlll be included in the state's 1993 budgetCo in 1988 National Distillers settled, disputed Mr Dickinson's dated Foods Corp, Eli Lilly & Currently, nominal rlsk management responsibilities are han-has since changed ltS name to comments The decision to settle Co, Celanese Corp, American dled by the New York Office of General Services' Bureau of Insur-Quantum Chemical Corp was a "business consideration," Cyanamid Co, Scott Paper Co, ance

Soon after Swiss Re bought the he said Mr Newman also repre- Genstar Corp , Aluminum Co of
company, Delta America Re was sents three retrocessionaires who America, Kellogg Co , Kaiser
found to be insolvent have not settled Aluminum & Chemical Corp, $17 million D&0 judgment

Mr Dickinson said a major Mr Newman added that many Revco D S Inc , Eaton Corp and SHREVEPORT, La -A federal judge has ruled that a Crum &
factor leading to the settlement of the retrocessionaires have re- Weyerhauser Co In addition, Forster Inc unit must cover a $17 milhon directors and officers
was an October 1991 decision by served the right to pursue claims United Insurance Co , a Cayman- hability award involving a failed bank
the 2nd U S Circuit Court of against Delta America Re's for- based policyholder-owned in- The U S Distnct Court Judge in Shreveport, La, found Crum
Appeals that overturned a ruling mer management, "which misre- surer managed by a former Reiss & Forster owed coverage but shaved $12 milhon from the or·ginalby a lower court in New York presented the facts and con- Organization unit, settled . $29 million jury award against the insurer late last year The Judge

agreed with the insurer's contention that some of the bank's claim

California AIDS report was not covered, said a Crum & Forster spokeswoman
The Bank of Commerce in Shreveport sued Crum & Forster unit 1

International Insurance Co after lt refused to cover a Judgment
against bank officers stemmmg from a lawsuit Med by the FederalTask force seeks end to coverage discrimination by insurers Deposit Insurance Corp The Jury m the underlying case found the
bank's directors and officers were grossly negllgent In approving

By LOUISE KERTESZ group health insurance reform pre-emption will admittedly be $29 milton m loans that were not repaid
an immediate priority while difficult, the Insurance Depart- Crum & Forster contends the claims were not properly filed

LOS ANGELES-A report by awaiting more comprehensive ment can and "should bring ad- with the insurer and the claims are outside the intent of the
the California Insurance Depart- changes m the state or national ministrative actions against in- D&0 pohcy, said Leshe Thurston, Crum & Forster's head of corpo-
ment's Task Force on HIV/AIDS health care system surance companies that engage rate plannmg
Insurance Issues makes sweeping Such reform would "bring uni- in unfair insurance practices el-
recommendations to end alleged formity to pre-existing condi- ther as insurers of ERISA plans
discrimination by health insurers tions limitations, underwriting or as administrators of self-in- Briefly noted
and self-insured health plans standards, insurance applica- sured plans," according to the Lloyd's of London's official global results for the 1989 under-
against people with AIDS tions and marketing literature, report writing year, which were released Friday, confirm the market's

Insurance Commissioner John thereby protecting consumers "The authority for the admin- earlier announcement of a record loss of 2.06 billion pounds
Garamendi said he would review from discriminatory under- istrative action is grounded in ($385 billion at year-end 1991 exchange rates) The non-ma-
the recommendations, which writing practices, huge rate in- the fact that insurers, seeking to nne and marme markets each suffered losses exceeding 920 milhon
urge him to exert authority over creases and cancellations," ac- operate in the California market, pounds ($1 72 bilhon), while the motor market reported a profit of
all health care plans covering cording to the Insurance have consented to the lurisdic- 472 million pounds ($88 3 milhon) and the aviation market re-Californians Department tion" of the department, the re- ported a profit of 386 milhon pounds ($72 2 milhon) The Cah-

Meanwhile, he stressed that he The department's 33-person port says As such, the depart- forma Supreme Court last week agreed to review two cases that
wholeheartedly supports the task task force lS composed of repre- ment "has the,authority to challenge the constitutionahty of the state's punitive damages
force's recommendation that sentatives of AIDS service orga- revoke or suspend (an insurer's) system The court requested briefs on whether the awards made in
"California must implement nizations, activist groups, physi- certificate of authority" on the those cases were consistent with the 1991 U S Supreme Court de-
some form of universal access to cians, attorneys, representatives grounds of engaging in unfair cision in Paciftc Mutual Life Insurance Co us Hastip and whether
health care Giving access to from the health insurance indus- practices, the report says those awards were excessive under Cabfornia law (BI, March 11,
health care to the entire popula- try and department staff • Withholding or revoking the 1991) Missouri workers compensation insurers are seeking
tion would solve most of the Among the report's recommen- licenses of agents and brokers an overall 23 8% rate increase beginning Sept 1, due to higher-
problems identified by the task dations to help the commissioner who market health plans that than-average increases in hospital costs and lost workdays, the Na-
force " extend his regulatory powers discriminate against persons tional Council on Compensation Insurance says Meanwhile, New

"It's not impossible in this are with HIV-related illness York regulators last week approved a 15 6% workers compen-
election year" that some form of • That the commissioner con- • That the commissioner take sation insurance rate increase The New York Compensation Insur-
a national universal health care tinue his support of legislation to steps to obtain "extra-territorial ance Rating Board had requested an 18 4% increase The new rating
plan could gain significant repeal pre-emption of state laws Jurisdiction over all insurance 15 now m effect Moody's Investors Service is lowering Aetna
ground, according to Mr Gara- regulating benefit plans by the plans or policies marketed Life & Casualty Co.'s senior debt rating to Al from Aa) It also
mendi Employee Retirement Income within California," including lowered the financial strength ratmgs of ltS pnncipal subsidiaries

Legislation establishing a and Security Act of 1974 plans offered by non-admitted The rating changes reflect the vulnerability of Aetna's large mort-
commission to design and imple- Repealing the ERISA pre-emp- insurers and out-of-state multi- gage portfoho to ongoing detenoration of commercial real estate
ment Mr Garamendi's own pro- tion is necessary because "self- ple-employer trusts markets, which is expected to affect the company's earnings and
posal for universal coverage for funded plans and labor union • That all health benefit plans capital formation, Moody's said Several insurance producer or-
Californians was introduced in welfare plans," which ard ex- be regulated by the Insurance ganizations and six large regional banks last week struck an
March by state Sen Art Torres, empted from state regulation by Department Currently, health agreement in which the producers would support federal legislation
D-Los Angeles, (BI, Feb 17) ERISA, "can and do put restric- maintenance organizations and permittmg banks to branch across state hnes, as long as national

And Mr Garamendi said he tions on coverage for AIDS and Blue Cross/Blue Shield plans are banks are prohibited from underwriting insurance and selling title
supported the task force's rec- HIV," the report says regulated by the state Depart- msurance

ommendation to make small- While repealing the ERISA ment of Corporations .
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9th Circuit ruling Perry in Los Angeles, who serves as special government seekmg between $7 milhon and 1

counsel to the Callfornia Insurance Depart- $9 milhon from Amencan Druggists' Insur- B Insurance Index
Cont:nued from page 2 ment m hquidation proceedings ance Co, a Blue Ash, Ohio-based unit of

Therefore, state insurance laws do not pre- "The state court has the bigger picture in Armeo Insurance Group The Insolvent surety 1 810
empt the Federal Arbitration Act, which es- mlnd and understands the full assets and ha- company was ordered hquidated in 1986
tabhshes a federal policy favortng arbitration, bilities," said Ms Brooks "An arbitration The 6th U S Circuit Court of Appeals held 790

the court held panel can reach an isolated result that doesn't that the Ohio scheme for hquidating insurers
Attorneys say this portion of the ruling wlll take into account the bigger picture " pre-empts federal law that gives the federal

further fuel the debate on whether McCarran- In addition, the decision could mean that government pnortty m hquidations The court 
Ferguson, which provides Insurers with lim- an insurer that did business in all 50 states reasoned that the hquidation of an insurer is _750
ited immunity from antitrust laws, should be could be forced to arbitrate disputes nation- "the business of msurance" within the McCar-
repealed by Congress wide, rather than arguing the entire hquida- ran-Ferguson Act (BI, Aug 19, 1991) 730 

"Liquidators wlll perceive (the 9th Circuit) tion in a single state court, said Ms Brooks The 4th Circuit and the 9th Circuit have

ruling as a setback," said attorney Lawrence "This would result m the expenditure of tre- each issued contrary holdmgs, finding hquida- _710
t

Greengrass of Mound, Cotton & Wollan in mendous amounts of money " bon is not the "business of insurance" within

New York "But the insurance industry has Ms Brooks represents the California In- McCarran-Ferguson, creatmg a split m the 690
generally believed that arbitration clauses surance Department m the Mission Insurance federal appellate courts on this issue
should be enforced " Co liquidation To date, Mission has been suc- "Obviously, the Supreme Court feels thls is 670

"With all of its faults, arbitration is Stlll cessful m avoiding arbitration, she said Ms a very important issue," said Mr Greengrass
faster and less expensive than litigation," said Brooks does not beheve the 9th Circuit ruling In its decision, the 9th Circuit held that ,
Mr Greengrass, who represented reinsurer wlll affect the Mission case, because the Mis- Andrea Bennett, Montana's Insurance commls- Base = 100 on Dec 29.1978

Liberty National Fire Insurance Co of Bir- mon case is belng handled m state court and sioner and hquidator of Glacier General As- Source Nordby Intematonal inc
mmgham, Ala, m a dispute with Montana this is a federal ruling surance Co, must arbitrate coverage disputes

hquidators m the 9th Circuit case "Further- Remsurance attorney Dean Hansell of Ik- with remsurer Liberty National Fire Insurance Insurance industry stocks dropped slightly last
rnore, arbitration leads to results that con- Boeuf, Lamb, Lelby & MacRae m Los An- Co and managing general agent Gordon week, as the Business insurance Index fell
form to standard industry custom and prac- geles believes the 9th Circuit rullng w11 be Gaines Inc of Birmingham, Ala Games wrote 4.4 Points to 795.7 on July 10 from 800.1 on
tice," he said particularly helpful to reinsurers that seek to automobile physical damage coverage nation- July 2. Advancing issues for the week were led

"In htigation, you are addresmng complex offset amounts they owe to an msolvent m- vnde on behalf of Glacier
by Chandler Insurance, up 27.0%; Statesman

Insurance or relnsurance Issues before a judge surer by unpaid premiums the insolvent in- The contracts that Liberty National and
Group Inc., up 14.3%; and Gainsco Inc., up
8.8%. Declining issues for the week followed

or a Jury that lacks experience In these mat- surer owes the reinsurer Gaines had with Glacier contained mandatory Reliance Group Holdings, down 7.3%; Mutual
ters," added Mr Greengrass "In arbitration, Because the 9th Circuit held that the hqui- arbitration clauses Risk Management Ltd., down 6.3%; and NAC Re
the dispute is heard by experienced, knowl- dator of an insolvent insurer "stands in the Mandatory arbitration clauses appear m Corp., down 6.0%. The most active issue for the
edgeable Industry people " shoes" of the insolvent insurer, reinsurers wlll 99% of all treaty reinsurance policies and a week was Sears, Roebuck (Allstate), 3.6 million

"Substantial justice tends to get done more argue that there is a nght to offsets, he ex- majority of facultative remsurance pollcies, shares traded. The 8/Index was down 0.5%; the
often m front of an industry panel than a plamed accordmg to attorneys NYSE Composite fell 0.7%; the Standard &
state court," agreed remsurance attorney Vin- "This ruling gives credence to the argu- When the hquidator demanded payment Poor's 500 was up 0.7%; and the Dow Jones 30
cent Vitkowsky of Buchalter, Nemer, Fields & ments raised by reinsurers seelang offsets," from Liberty National and Gaines, both re- Industrials remained flat.
Younger m New York agreed Mr Hansell fused to pay, allegmg that the liquidator

"This is a very significant decision," he The Cahfornia Supreme Court is now re- sought to recoup substantially more money British Issues
added, noting that "this is the only federal viewmg an appellate court decision that allows than Glacier would have been due if solvent
circuit court to squarely address this issue Prudential Reinsurance Co to offset debts 11 Liberty National and Games then demanded 1 Week

July 9 Price P/E Div Yield High--Low
in the hquidation context " owes to Mission by amounts that Mission owes arbitrallon, but the hquidator sued

"The 9th Circuit's decision upholds a fed- to Prudential (BI, Jan 8,1990, Jan 1,1990) Reversmg a tnal court, the 9th Circuit said
Companies pence pence % pencepence

Commt Union 464 N/M 31 5 68 475-464
eral pohcy favoring arbitration," said Paul E In addition, attorneys say the portion of the arbitration clauses should be upheld Gent Accident 430 14/M 35 7 83 450-430

Dassenko, senior officer for defunct Transit the ruling that determined that a hquida- "These arbitration clauses focus on con- Gdn Royal Exch 138 14/M 10 0 72 142-137 i
Casualty Co of St Louis tion does not fall under the "business of insur- tract mterpretation and performance," said Royal 201 N/tvt 150 75 208-200

Furthermore, the decision makes clearthat ance" within the McCarran-Ferguson Actmay thecourt "Because the hquidator, whostan(is Sun Aliance- 266 N/M 190 71 276-266 1
only certain types of disputes should be arbi- further fuel debate on whether the law should m the shoes of the Insolvent insurer, is at- Brokers

trated, he pomted out be repealed temptmg to enforce Glacier's contractual Bradstock 130 146 63 48 133-130 1

"The decision limits arbitration to pre-11- "The court's ruling may spark further de- nghts, she is bound by Glacier's pre-mso- CEHeath 332 192 345 104 347-332

quidation contracts and pre-hquidation dis- bate on the McCarran-Ferguson Act," said 1vency agreements "
Hogg Group 155 94 109 70 158-155 |
JIBGroup 159 11 7 100 63 163-159 1

putes," Mr Dassenko noted Mr Greengrass Uoyd Thompson 204 20 4 60 29 204-204
t

While remsurers generally prefer to arbi- The US Supreme Court has agreed to re- Andrea Bennett, State Auditor and Commas- · Lowndesbnbn 289 11 2 168 58 289-283 
trate, hquidators prefer to htigate coverage view the issue of whether or not hquida- sioner of Insurance for the State Of Mon- PWS Holdings 43 47 53 123 43-43

disputes Liquidators also resent being told by tion falls under the "business of msurance" tana and Liquidator Of Glacter Nattonal As. SedgwickGrp 181 141 160 88 183-180 P
federal courts how to handle a hquidation within McCarran-Ferguson m Fabe us United surance Co, vs Liberty National Fue Steel Bnl Jones 230 115 177 77 244--230

Willis Corroon 202 128 176 87 210-202

"This case was wrongly decided," said Dana States Department of Treasuly Insurance Co and J Gordon Games Inc, US
Source Phllp Olsen, Insuranoe Industry Analyst, Ld;dori

Carh Brooks, an attorney with Rubenstem & This case Involves a claim by the federal 9th Circuit Court of Appeals, No 91-35292
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Weekly Year to Date Annual MkVBk Weekly Year to Date Annual MkVBk

BROKERS Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value Pnce % change % change High low Vol (000) $ Div % Yield P/E Book value value '

Markel Corp OTC 2300 316 455 2825 1750 102 0.00 000 6 1559 148 i
]  Alexander & Alexander NYS 2288 517 11.59 2338 1800 303 1.00 437 143 13.10 175

Mutual Risk Mgmt Ltd NYS 28.13 6.25 1993 37 75 2113 39 0.12 0 43 19

Gallagher Anhur J & Co NYS 2450 829 950 2525 1900 124 064 261 19 588 417

NAC Re Corp OTC 2725 603 1349 33.00 21.75 64 0.16 059 12 1890 144
Frank 8 Hall NYS 375 000 11.76 550 313 85 000 000 3 195 192

National Re Holdings Corp NYS 1800 204 N/A 2363 1700 403 0.12 067 9 N/A WA

Hilb Rogal & Hamilton NYS 1150 0.00 1321 1550 1100 50 040 348 19 356 323

Navigators Group OTC 3300 000 1951 48.25 2950 2 0.00 0.00 19 1352 244
1 1 Marsh & Mclennan NYS 77.13 049 522 8375 7000 501 268 347 18 2800 275

Nobel Insurance LTD OTC 4.88 250 21 88 6.00 338 21 000 000 3 776 063 1
Poe & Associates OTC 13 75 090 1458 1600 1100 82 0.40 291 16 282 488

NWNL Companies NYS 39.13 433 2570 39.13 1863 211 148 3.78 12 6265 062
BROKERS AVERAGE 22 09 24 30

Ohio Casually Corp OTC 5600 2.75 1313 58.25 43.50 154 268 479 9 1800 311 1

CONGLOMERATES & HOLDING COMPANIES Old Republic Int 1 NYS 21.50 171 21.13 2250 1463 381 040 186 8 3309 065 1
Orion Capital Corp NYS 3650 391 1542 3650 27.25 180 092 2.52 6 43.50 084

,  Berkley W R Corp OTC 3400 149 11.48 3625 2350 198 036 106 12 3695 092
Phoenix RE Corp OTC 11.50 455 952 11.75 850 18 020 174 28 1330 086 3

 Berkshire Hathaway Inc NYS 935000 000 331 935000 254 69 0 000 000 30 727000 129
Provident Lile OTC 23.75 6.74 215 24.25 1775 442 1.00 4 21 10 39.50 060 :

ITT (Hartford Group) NYS 6613 193 1450 70.63 50 00 1595 1.84 2.78 11 11205 0.59
Re Capital Corp ASE 1263 000 1217 1750 1263 22 024 190 13 1505 084 ;

Sears (Allstale) NYS 3925 0.63 363 4800 3250 3625 200 510 11 34.50 114
Reliance Group Holdings NYS 475 7.32 15.15 5.88 350 73 0.32 6.74 3 6.40 074 '

CONGLOMEAATES AVERAGE 07 82 22 16
RLI Insurance Corp NYS 1950 127 18.18 21.25 1188 3 048 246 9 1441 1.35

INSURERS/REINSURERS St Paul Companies NYS 7688 391 5.49 8075 57.13 674 2.72 3.54 8 86.60 089 ,

SAFECO Corp OTC SO 38 050 3.33 52.50 35.50 967 1.64 3.26 12 5165 098

AEGON N V NYS 37.25 3 47 643 3725 2738 30 1.14 306 7 14/A N/A SCOR U S Corp NYS 16.25 441 569 1888 1275 24 028 172 9 11.19 145

Ae:na Ute & Casualty NYS 43.00 086 227 47.00 31.88 1512 276 642 8 87.60 0 49 Se,bels Bruce Group OTC 588 217 682 875 400 70 036 6.13 3 1060 055

Allied Group lic OTC 24.75 532 4559 24.75 16.25 62 064 259 9 1985 1 25 Selective Ins Group OTC 20.75 000 23.88 21.50 14.50 226 1.12 540 8 30.75 067

American General NYS 49.38 2.60 1096 4988 3813 601 208 421 11 6000 082 Statesman Group inc OTC 700 1429 21.74 700 413 1608 000 000 4 2.48 282 1 -

American Hentage Lite Ins NYS 3163 000 3 27 3225 2006 3 084 266 16 N/A N/A Tok,0 Marine & Fire OTC 4025 000 2184 55.25 32.25 7 000 000 7093 057
f

American Indemnity/Fin I OTC 625 385 31 58 925 450 1 008 128 5 1293 048 Torchmark Corp NYS 6750 2.27 1663 6925 4775 613 160 237 14 4095 165 i

American International NYS 90.25 2.12 826 9938 7863 1471 056 062 12 9930 0 91 Transamenca NYS 44 63 056 11 91 46 75 31 25 355 200 448 30 55.00 081

Aon Corp NYS 4788 186 2082 4788 34.75 415 1.68 3 51 12 3970 1 21 Transallantic Holdings NYS 3188 267 1801 39.63 2900 284 024 075 10 1838 173 '

Argonaut Group OTC 2825 561 1895 3025 21 75 633 084 297 8 2096 135 Travelers Corp NYS 21.25 303 173 2375 1725 1017 1.60 753 8 59.00 0.36

AVEMCO Corp NYS 2763 279 1050 2800 1963 11 040 145 24 955 289 Trenwick Group Inc OTC 2850 179 0.00 3075 2300 122 072 253 10 21.71 131

Baldwin & Lyons Inc OTC 2950 167 14 56 31 75 22.75 0 028 095 8 24.29 121 United Fire & Casualty OTC 3875 064 2917 41.34 2800 2 100 258 11 3539 109

Belvedere Corp ASE 6.13 000 8846 625 288 0 004 065 17 765 080 USF&G Corp NYS 1363 093 8793 14.75 563 2175 0 20 1.47 9 1230 111

" Chandler Insurance OTC 725 2609 12308 725 2.13 2314 000 000 66 595 122 UNUM Corp NYS 4113 208 1 54 44 00 2881 708 064 1.56 t3 37.70 109

Chubb Corp NYS 7463 136 308 7800 6075 1226 1.60 2.14 12 7295 102 USLIFE Corp NYS 5213 399 888 5213 3850 234 1.68 322 10 8455 062

CIGNA Corp NYS 5688 202 695 61 75 41 25 688 3.04 5 35 11 11715 049 Unitfin OTC 34.75 3.73 2.80 38 50 31 00 260 100 2.88 14 37.23 0.93

CNA Financial Corp NYS 8650 0.14 1173 10450 7625 101 000 000 9 7023 1 23 USLICO Corp NYS 1750 000 5 41 21.00 17.00 36 1 00 5.71 14 33.15 053

Continental Corp NYS 31 88 8 51 1538 31 88 23 25 988 260 816 27 40 00 0 80 Washington National NYS 2063 248 2992 2063 1350 306 1.08 524 -36 3350 0.62

, EXEL Ltd NYS 3700 496 133 4025 2738 379 092 249 8 N/A N/A Zenith National Ins NYS 1838 068 8.89 1950 1375 64 100 544 8 13.14 140

Fund American Corp NYS 6888 4 54 143 7050 6200 81 068 099 30 3611 191 INSURERSREINSURERS AVERAGE 13 98 32 125

Frernont General Corp OTC 21.25 000 1282 2600 1700 220 100 471 5 4555 0 47

Frontler Insurance Group NYS 32.13 338 1898 3763 1991 43 056 1 74 12 2665 121
HEALTH MAINTENANCE ORGANIZATIONS

Gainsco Inc ASE 1700 880 21.43 1700 1000 42 004 024 19 3.37 504 FHPInternational OTC 1625 580 14 04 27.00 988 881 000 000 15 1550 105

General RE Corp NYS 8525 473 1632 104.75 77 50 755 180 2.11 11 7865 1.08 HMO America Inc OTC 1225 769 26 87 24.88 963 286 000 000 13 061 20.08

Guaranty National Corp NYS 1550 000 690 1700 1263 7 048 3.10 11 N/A N/A Pacificare Health Sys OTC 2825 424 28.48 31.25 10 75 158 000 000 20 2825 1.00

Hanover Insurance Co OTC 3650 2.10 2.10 4275 27.13 9 044 1 21 9 3744 097 Saleguard Health Enter OTC 1000 000 667 14.75 538 14 000 0.00 15 353 283

Harteysville Group OTC 1950 263 -8.24 2325 1675 68 064 328 8 2299 085 Seria Health Services ASE 19.13 408 338 2750 1238 37 000 000 10 178 10.74

Hartford Steam Boiler NYS 5700 179 087 5875 45.13 58 2.00 3.51 17 3550 1.61 United Healthcare Corp NYS 8650 029 1611 9300 4025 835 0.03 0.03 33 43.60 198

Kemper Corp NYS 2563 144 3279 4613 23 25 625 092 359 7 5000 051 United Medical Corp ASE 7.25 0.00 357 9.75 5.88 1 020 276 28 879 0.82

Lawrence Insurance Group ASE 725 333 3483 11.13 725 3 048 662 16 4.71 1.54 U S Healthcare OTC 54.50 634 31 33 5775 21.25 3569 056 1.03 24 20.55 265

Liberty Corp NYS 31.25 417 41.24 3200 1950 78 0.48 1.54 14 2935 1.06 HMOs AVERAGE 10 25 05 20

Lincoln National NYS 6363 346 1621 63 63 45 38 235 292 459 11 8100 079 ALL COMPANIES AVERAGE 13 54 27 15

System design Nordby International Inc
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For nearly a century and a half, the Shield has been poised
not to do battle but to defend.

Protecting business and home, property and possessions.
A worldwide symbol of an organization with a rich history

as legacy And a bright future as promise.
Strong. Stable. Steadfast.
Royal Insurance. Your shield against the unexpected.
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