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Product liability reform bill

with no-fault provision ready
WASHINGTON-A revised draft
federal product liability reform bill
with a no-fault victim compensation
provision will be circulated this or
next week for insurer and employer

comment.
If the comments are favorable, the
draft bill, prepared by Senate Com-

merce Committee staffers at the re-
quest of committee Chairman Sen.
John Danforth, R-Mo., could replace

Continued on nert page
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Tougher times at midyear

Rate hikes, capacity crunch
worsen with July 1 renewals

By CAROL CAIN and ROBERT A. FINLAYSON

U.S. retail brokers say July 1 insurance renewals are even
more difficult than Jan. 1 renewals-which many said then were
the most difficult ever.

And, the worst is not over. Brokers predict that the commer-
cial insurance market-especially for liability coverages-will
continue to constrict into 1986.

Not only are rates increasing dramatically for both liability and
property coverages in the U.S. and London markets, but capacity
for some liability risks is evaporating at an alarming rate, report

brokers.

The most difficult insurance to secure is excess and umbrella
liability coverages, agree brokers.

Many were still working last week to fill out excess and um-
brella programs on July 1 renewals. And, capacity for product
liability, professional liability and environmental liability risks
also has decreased significantly since Jan. 1, brokers say.

July 1, which some say is the busiest renewal period second to
Jan. 1, is an especially busy period for renewing coverages for
public entities, like school districts and municipalities whose fis-
cal years begin on July 1. For some brokers, July 1 renewals
generate more premium volume than Jan. 1, they say.

"In hindsight, Jan. 1 looks pretty good," concedes John T. Sin-
nott, executive vp with Marsh & McLennan Inc. in New York.
And, he has yet to see a leveling off in insurers' tougher attitude,
which hit the market full force in the fourth quarter of 1984.

"For the remainder of this year, | don't see any relief," agrees
Peter Polstein, a vp with Alexander & Alexander Services Inc. in
New York.

It was wishful thinking back in January to believe the market
would settle out in 18 months, said Frank A. McDougold Jr., a
senior vp with Fred S. James & Co. in New York,.

"No indicators that we see suggest that will be the case,"” he
says.

"We lost a significant amount of capacity from Jan. 1 to July 1,"

Continued on page 27
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The toll of the turn

The tightening market is a big problem for
Texas Gulf shrimp boat operators whose
ships sit idle because they can't afford rate
hikes of 100% to 300%. See story, page 29.

The worst is yet to come,
reinsurers, brokers predict

By DOUGLAS McLEOD

It's summertime, but the living is far from easy for reinsurance
buyers.

After being clobbered during last January's renewals with rate
hikes, capacity shortages and more-restrictive policy terms, ted-
ing companies were hit even harder during July 1 renewals.

And, there is no relief in sight as next January's renewal sea-
son approaches, brokers and reinsurers predict.

"l think it's going to be a bloodbath,” said an underwriter at
Constitution Reinsurance Corp. in New York, referring to next
January's renewals, which brokers will start negotiating in the
fall.

"Last year will look like a picnic compared to this year," the
underwriter says.

"Nothing has gotten easier since January. Everything has got-
ten tougher and is likely to continue getting tougher,” observes
Norman Wayne, president of INA Reinsurance Co. in Philadel-
phia, a CIGNA Corp. unit.

"Underwriters seem to be happy not to write business or renew
business and have to be cajoled and convinced even to renew
things," complained Paul Butler, chairman and president of
Frank B. Hall (Reinsurance) Holdings Inc. in New York.

Among the risks that reinsurers are reluctant-or unwilling-
to write or renew, sources say, are global catastrophe programs,
pollution liability, directors and officers liability, various forms of
professional liability, excess umbrella coverages, pro-rata casu-
alty treaties and any other business that has shown poor loss ex-
perience.

Price increases and capacity restrictions have been most severe
in these areas, but were also felt across-the-board on all July 1
renewals, brokers and reinsurers say, noting that price hikes
have averaged as much as 50%.

In addition, many reinsurers have reduced ceding commissions
and are imposing a variety of new coverage restrictions designed
to shift risk back to reinsurance buyers.

Continued on page 30

London readies claims-made umbrella form

By STACY SHAPIRO

LONDON-One of the two leading London
underwriters of North American casualty
risks is expected to implement a new, restric-
tive claims-made umbrella liability policy
form Sept. 1, three months before the Insur-
ance Services Office's new primary liability
claims-made form is effective in the United
States.

H.S. Weavers (Underwriting) Agencies
Ltd.is hoping to finalize the form by the end
of the month so that it is ready for Sept. 1
renewals, said Weavers' Managing Director
Peter Wilson.

The rest of the London market, including
the other North American leading un-
derwriter, already endorses a switch to
claims-made forms, suggesting Weavers' new
excess form will receive wide support.

This would virtually eliminate in London
any excess liability insurance written on the

Public entities dive into self-insurance pools
following rejection by commercial insurers

now pervasive London 1971 umbrella occur-
renee form.

And, the new Weavers' form may not
dovetail neatly with any underlying insur-
ance purchased by a Weavers' policyholder
because the Weavers' form will not follow
the conditions of any underlying insurance-
claims-made or occurrence.

Instead, the Weavers' form imposes a new
"self-insured deductible" of indemnity pay-
ments stemming from exposures covered by
the Weavers' policy before the excess cover-
age is available.

The Weavers' form and the ISO claims-
made form differ slightly in some respects,
but the words "indemnity payments” in the
Weavers' form signal the key difference be-
tween the Weavers' form and the new ISO
claims-made form that is expected to be in
effect July 1, 1986.

ISO is asking state insurance departments
to approve the inclusion of defense costs
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within policy limits effective July 1,1986.

While Weavers will include defense costs
within its policy limits, as does the current
London form, Weavers' form will not recog-
nize underlying defense costs as satisfying
the "self-insured deductible.”

Therefore, to the extent that primary in-
surance is exhausted by defense costs, a
Weavers' policyholder will have to foot the
bill for an equal amount of indemnity pay-
ments for risks covered by the Weavers'
form before claiming against the Weavers'
policy.

Furthermore, all associated defense Costs
incurred after the primary policy is ex-
hausted and before the Weavers' policy is
triggered will be borne by the policyholder.

For example, if a primary policy with
limits of $1 million is exhausted by defense
costs of $250,000 and indemnity payments of
$750,000, the Weavers' policyholder would
have to pay the next $250,000 in indemnity

payments and all associated defense costs out
of its pocket before the Weavers' policy
would begin to pay defense costs and indem-
nity payments.

"We are not following the terms of ISO,"
said Mr. Wilson. whose policies generally at-
tach at no less than $1 million.

Similarities between the Weavers and ISO
forms include: imposition of a retroactive
date on coverage for claims, exclusion of cov-
erage for pollution liability and introduction
of separate aggregate limits for specific expo-

Both ISO and Weavers say they intend for

the retroactive date to be the date of incep-
tion of the first ISO or Weavers' claims-made

form.

However, neither ISO nor Weavers gives
any written guarantee that the inception date
of the first claims-made policy will be the
retroactive date on subsequent policies.

Continued on page 4

INnsurers make own contribution

to 6 Live AiId' benefit concert
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Draft product liability bill ready

Contmued fromprevious page

the madJor product liability bill, S 100, introduced by Sen Robert
Kasten, R-Wis The Kasten legislation, which is now pending in the
committee, lacks a no-fault provision (Bl, June 24)

The draft proposal is designed to break an impasse on the Com-
merce Committee Some members, like Sen Danforth, want to
enact a tort reform bill, but they recognize a measure will not pass
without some kind of provision that would make It easier for acci-
dent victims to receive payment in cases where it IS difficult to
prove whether the manufacturer or the consumer is at fault

A no-fault provision would let victims opt to waive the right to
sue in exchange for prompt payment of economic losses

Insurer groups have opposed other no-fault proposals, saying
those proposals would make it impossible for them to measure their
risks However, they say they will review the Commerce Commit-
tee draft bill with an open mind

Four expelled from Lloyd's

LONDON-LIoyd's of London has expelled three former Alex-
ander Howden Group PLC executives and another Lloyd's mem-
ber in connection with the misappropriation of about $55 mill,on
from Howden

In addition, Lloyd's underwriter lan R Posgate, who had been
implicated in the scandal, will be suspended from Lloyd's for an-
other six months after an appellate Judge overruled a decision by a
Lloyd's disciplinary committee to expel Mr Posgate (Bl, May 13)

Lloyd's expelled former Howden Chairman Kenneth V Grob,
former Howden executives Ronald C Comery and Jack H Carpen-
ter and Lloyd's member Mario Benbassat on charges of conspiring
to purchase a Swiss bank managed by Mr Benbassat with funds
derived from Lloyd's syndicates and of capitalizing a Panamanian
company with misappropriated funds

In addition, Mr Grob and Mr Comery were charged with falsify-
ing Howden accounts

The four men did not appeal the expulsions

Mr Posgate was charged with breaching fiduciary duties to his
syndicates by not disclosing his interest in the Swiss bank and by
accepting a gift from Mr Grob that would influence his under-
writing

Mr Posgate's suspension expires Jan 8, and he then may apply to
Lloyd's to again become an underwriter and/or a director of an
underwriting agency, said Lloyd's Chief Executive lan Davison

Allstate quits facultative market -

NORTHBROOK, Il ~Allstate Insurance Co announced last
week that It has discontinued all facultative reinsurance under-
writing

Facultative reinsurance accounted for about 5%-or $12 7 million
-of the $254 million in 1984 net premiums written by Allstate's
reinsurance division Its facultative business was about evenly split
between property and casualty risks, a spokesman said

The company plans no midterm cancellations but will allow con-
tracts to expire as they come up for renewal The decision took
effect last Thursday, though Allstate was still renewing facultative
contracts on July 1 (see story, page 1)

"During the past few years, the facultative reinsurance business
has experienced a dramatic downturn in bottom-line results," said
Joseph R Aspland, vp and general manager of Allstate's reinsur-
ance division "Our analysis and studies over many months indicate
that this trend will not reverse in the foreseeable future "

About 70 Allstate employees will be affected by the decision, but
the company says it Will reassign the employees “where possible

Hogg Robinson buys all of RHR

LONDON-No changes are planned at Republic Hogg Robinson
Inc, the 14th-largest U S broker, following Hogg Robinson Group
PLC 's announcement that it has bought LTV Corp's 50% share of
RHR, says Andrew Hankey, finance director for Hogg Robinson,
the third-largest Lloyd's of London broker

"The company's doing very well, and there is a new management
team that was installed 18 months ago So, there will be no changes
at all," said Mr Hankey

Hogg Robinson, which had owned the other 50% of RHR, an-
nounced late last month that it would purchase LTV's interest for
$97 million in cash The acquisition was financed by an offering of
3 5 million Hogg Robinson shares, Mr Hankey said

RHR reported 1984 gross revenues of $30 6 million, up 94% from
Just less than $28 million in 1983

RHR President Charles E Keller noted that RHR will not change
its name

"It's better for us to be entirely owned by a London company that
is in the insurance business," Mr Keller said
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Trenwick Re ceases

underwriting in Bermuda

By KATHRYN J. McINTYRE

Ceding companies are demanding admitted reinsur-

ance, Mr Billett explained, and as a non-admitted rein-
WESTPORT, Conn -Trenwick Reinsurance Group surer, Trenwick Re “was not preferred security in
is no longer underwriting reinsurance in Bermuda, the today's security-conscious environment "

offsnore domicile where the company opened opera-
tions five years ago and built its reputation

Trenwick's decision to stop underwriting in Ber-
muda, following that of INA International Reinsurance

Bermuda-based Trenwick Reinsurance Co Ltd, the Co Ltd (see story, page 26), further reduces the num-
group's maiden reinsurance company, stopped accept- ber of commercial reinsurance companies operating in

ing new and renewal business
July 1

Trenwick America Reinsurance Trenwick Re'was not

Corp in Westport, Conn, the . .
. ) - preferred security in
group's U S -licensed reinsurance
company, which was acquired in
1983, is now the group's flagship
reinsurance company
With 75% of its $27 miillion in
capital invested in the United
States, Trenwick is clearly pri-
marily aUS reinsurance group

today's security-

explains Mr. Billett.

Berrnuda

The membership of the Ber-
muda Independent Underwriters
Assn is now down to 16, only 14

of which are primarily reinsur-
ance underwriters The BIUA

conscious environment,' boasted 30 membersJn.1984. .. ...

clude insurance and industrial
companies, venture capitalists and
- individuals-specializes in facul-
tative casualty reinsurance, with

although ItS holding company, Trenwick Ltd, remains about half of its business related to reinsurance for cap-

a Bermuda-based company

tive insurers and self-insurance programs

"A fundamental change in the marketplace"” forced Trenwick first expanded into the United States in
Trenwick's decision to move onshore and ultimately to 1983 by organizing and investing in the Apple Syndi-
stop offering Trenwick Re as a reinsurance market, cate on the New York Insurance Exchange and acquir-
said Trenwick Reinsurance Group Chairman James ing a majority interest in aUS heensed reinsurer, Ex-

Billett

Canada and New York push
to liquidate Northumberland

TORONTO-Canadian and New York insurance regulators are pressing
for liquidation of Toronto-based Northumberland General Insurance Co,
whose outstanding claims are estimated at $170 million Canadian ($125
million US)

More than half of those claims-$90 million Canadian ($66 6 US )-are
ow ed to U S policyholders, said Robert M Hammond, Canada's superin-
tendent of Insurance

Canadian authorities are still analyzing Northumberland's assets to de-
termine how much is available to cover these liabilities

An unaudited year-end 1984 financial statement showed Northumber-
land had assets of $123 million and liabilities of only $101 million Auditors
refused to certify that financial statement

Northumberland, a subsidiary of Ivanhoe Insurance Group, only began
writing in the United States in 1983, but by 1984 two-thirds of its business
involved U S policyholders, Mr Hammond said

Haddon S Fraser Associates Ltd in New York, another Ilvanhoe subsidi-
ary, is Northumberland's United States managing general agent

Northumberland's rapid expansion in the United States caused the m-
st.rer's financial problems, Mr Hammond said

Northumberland, licensed in New York, wrote mainly inland and ocean
marine insurance on a non-admitted basis in the United States

The Canadian Insurance Department seized Northumberland's assets
July 1 (BIl, July 8) And, on July 9, the Canadian Minister of State for
Finance requested that the attorney general apply to the Canadian Su-
preme Court to wind up, or liquidate, the insurer

The New York Insurance Department filed July 2 an order with the
state Supreme Court under which Northumberland would have to demon-
strate why it should not be liquidated A hearing was scheduled for July
12

Pending liquidation, all claims payments have been stopped

Continued on page 26

8/changes
issue dates

Buszness Insurance an-
nounces changes in the pre-
viously scheduled pubhca-
tion dates of two of its up-
Coming special issues

The special report on in-
surance exchanges, covering
the three exchanges in the
United States and Lloyd's of
London, will be published on
Sept 2 The report had been
slated for publication Aug
26

INn addition, the annual
Monte Carlo Rendez-Vous
Report, covering the yearly
meeting of reinsurers in Mo-
naco, will be published Sept
23 It had been slated for
Sept 16

These publication dates are
being rescheduled to allow
for the distribution of the
special issue on the insurance
exchanges at the Monte
Carlo Rendez-Vous the week
of Sept 9, and to facilitate
complete and comprehensive
coverage of the Rendez-Vous

itself.

Employee benefit tax proposals
to be discussed at B/conference

NEW YORK-Stuart J Brahs, executive director retirement savings at a time when national policy
of the Assn. of Private Pension & Welfare Plans, should be to increase the rate of personal savings,
will be the speaker at the Tuesday luncheon during according to Mr Brahs

the Business Insurance Employee Benefits Commu-

He will underscore the APPVWP's concern that

nications Conference scheduled for Aug 4-6 in New benefits are widely regarded as "easy targets," and

York

Mr Brahs will speak on recent
proposals to tax employee bene-

that legislators in search of more tax dollars will cast
their eyes on programs that have represented sound
social policy for the last seven decades

fits, in response to a challenge to Ij ' Mr Brahs has been the executive director of the

the benefit community to speak |hi - .++04#ill APPWP since December 1984 Previously, he was
%%from Re Danflt?tgestg%osvlskl, Im£7 *- 3]n the glrector of federal legislative and regulatory af-

, chairman o

airs for the American Council of Life Insurance,

Ways.& Means Gammittee Mr, I, anq held several congressional staff positions ..
the current benefits system and A/l- - & Sense of CommunicatingLEmployee Benefits,"
r

explain that recent data dramati- aa | will include seminars and wo
tions of effective employee benefit communications,
case studies, print communication and solving prob-
lems posed by conference registrants.

cally show how broad a spectrum Mr. Brahs

of working Americans and their
families are protected under the current system

shops on the founda-

Recently legislated changes to employee benefits The conference will be held at the Grand Hyatt

already have caused confusion and anxiety for em- Hotel in New York, and the registration cost is $575
ployers and employees, Mr Brahs will explain A For more information or to register for the con-
new assault, in the guise of "tax reform," further fence, contact conference Registrar Ann Vazquez,
threatens the future of essential benefits Business Insurance Communication Services De-

In addition, proposed restrictions to 401(k) savings partment, 220 E 42nd St, New York, N Y 10017,
plans and other thrift plans will serve to discourage 212-210-0137



International meeting to focus
on future of risk management

By MARLA ANTELIS agers for risk managers," said W. Michael McDonald,

conference co-chairman
MONTE. CARLO, Monaco-What the future holds in ., "Others may be called international, but this really is
store for risk mana?ers around the world IS the theme international," said Mr MeDonald, who also is execu-
I

of the third International Risk Management Confer- tive vp of the International Federation of Risk & Insur-
ence, scheduled for Oct 6-9 m Monte Carlo

The conference is spon-
sored Jointly by the Risk & In-
surance Management Society,
which represents corporations
m the United States and Can-
ada, and the Assn Europe-
enne des Assures de L'Indus-
trie, an umbrella organization
for national risk management
groups from European na-
tions, including Belgium

ance Management Assns, a member of RIMS Interna-
tional Commerce Committee, and chairman for the
Asia-Pacific Risk Management Conference scheduled
to be held in Singapore in 1986

European risk managers traditionally have outnum-
bered American risk managers at the conference But,
"We expect a much greater part to be played this year
by North American risk managers, due to the improve-
ment in the American economy," Mr McDonald said
"The Europeans come to learn about up-to-date risk
management tools North Americans, of course,
' - come to learn more about what's going on in other
France, the United Kingdom, countries But, they also form relationships that they
Italy, the Netherlands and West Germany can draw from in the future " He added that 35% to 50%

International conferences were held in Monte Carlo participation by risk managers at this year's conference
in 1981 and 1983 Almost 500 people from 22 countries Is expected, and some 400-500 people will attend
attended in 1983 "This is Stlll the on!g/r international "We don't want participation to reach 600-700," Mr

risk management conference put together by risk man- Continued on page 16

Dow pays settlement to three
after verdict in herbicide suit

of the herbicide for a total of $600,000
. . .Those defendants were T H Agriculture and Nutri-
BEAUMONT, Texas-Dow Chemical Co has 6)a|d an tion Co of Kansas City, Mo, Rhone-Poulenc Inc of
undisclosed amount to settle a recent $824,500 Jury Monmouth Junction, NJ, and Vertac Chemical Corp
award to three workers at a Texas chemical plant who of Memphis, Tenn
were ex&psed to an herbicide used in the manufacture of In the Dow case, the Jury assessed a total liability of
a weed killer and in the manufacture of Agent Orange $970,000, but it found that Dow was 85% responsible
The settlement was reached about two weeks ago, and the remaining three defendants each were 5% 11-
after last month's Jury verdict in the case involving the able Dow supplied about 40% of the 2,4-D used by Vel-
herbicide 2,4-D This is the first verdict in a casé in- sicol Chemical Corp, the Nederland, Texas, chemical
volving 2,4-D, according to plaintiff's attorney Jeff R plant where the workers were employed
Branick The herbicide allegedly causes nerve damage The workers could not sue Velsicol under Texas
and other problems o workers compensation laws, Mr Branick explained
However, the Jury found Dow, based in Midland, The employees originally filed workers compensa-
Migh, not liable for §1e alleged injuries of two other tion claims for their injuries However, these claims
i were not pursued because of a Texas law requirin
Both Mr Branick and a spokeswoman for Dow de- workers compensation awards received to be de ucteg
clined to divulge the amount of the settlement ) from the amount plaintiffs receive in Jury verdicts
However, Mr Branick said the settlement amount is The men worked as operators and processors mixin
less than the Jury award He said the plaintiffs accepted chemicals at the Velsicol plant Their work include
the settlement to avoid having to wait up to two years mixing 2,4-D with other chemicals to make an herbi-
to receive their money, had Dow appealed the vérdict cide called Banvel
He added that Dow already has paid the settliement Among the chemicals to which they were exposed
) . was 2,4,5-T, which when combined with 2,4-D, can pro-
Mr Branick of the Port Arthur, Texas, firm of Pro- duce Agent Orange However, the workers were not
vost, Umphrey, McPherson & Swearingen, said he be- exposed to the exact formulation of Agent Orange, Mr
|IheVﬁS tbhe.aJury award was the first in a case involving Branick added
the fer '_C' e Dow is a participant, along with seven other chemi-
"It is significant Lawyers from all over the U S have cal companies, m a $180 million settlement with veter-
been asking for information and pointers on how to try ans who were exposed to the herbicide Agent Orange
) o . L ) during the Vietnam War (BI, May 14, 1984)
While this is apparently the first trial involving the All of the plaintiffs worked for Velsicol from seven
chemical 2,4-D, other lawsuits have been settled, Mr to 10 years and left between 1980 and 1983
Branick said And, he added that thousands of people They claimed in their suit that, as a result of their
around th countQ{ Jnay be suffering the effects of ex- expoSure to the herbicide, they suffered damage to
posure to the herbicide . . their nervous systems as well ascfsychqlogical damage
Before the Jury verdict against Dow, the five workers However, since they stopped working at the plant,
who originally sued settled with three other suppliers Cont:nued on page 6

By STEPHEN TARNOFF
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Special event rates cut
for charity rock concert

By STACY SHAPIRO
and MICHAEL BRADFORD

Underwriters in the tighteninﬁ special event insurance market are
making their own donation to the effort to combat world hunger

Underwriters only charged about two-thirds of the going rate for
the liability and cancellation coverage for the London portion of last
Saturday's "Live Aid" benefit, the trans-Atlantic rock concert
organized to raise fund for hunger relief, a London broker says

Live Aid, which featured a galaxy of popular music stars, was held
at stadiums in Philadelphia and London and broadcast around the
world for 16 hours.

Although the organizers of the London concert received a cover-
age discount, brokers for the Philadelphia concert had not yet placed
insurance at press time last week

Performers. contractors and others involved with the production
donated their services or provided
them at cut rates to help raise
money for the cause, said Nick
Worwood, director of Exposure
Ltd., a London company which pro-
moted the concerts

For instance, Lloyd's of London
broker Tozer Philipps Ltd, which
helped coordinate the insurance for
the London concert at Wembley
Stadium, donated ItS 20% profit
commission to Live Aid, said Chris
Elliott, a Tozer Philipps director.

Underwriters charged a premium
of 30,000 pounds to 35,000 pounds
($40,800 to $47,000) for 10 million
pounds ($3 6 million) of liability
coverage and 15 million pounds ($2
million) of cancellation and aban-
donment coverage, said Mr Elliott.

"l think they are charging about
two-thirds of what the right pre-
mium should be," he said

The 1 million-pound primary lia-
bility layer was led by Excess Insur-
ance Co Ltd. A layer of 4 million
pounds excess of 1 milhon pounds

was led by Lombard Elizabethan

Insurance P.L C, while a layer of 5 million pounds excess of 5 mil-
lion pounds was led by Lloyd's underwriters

The cancellation and abandonment coverage was led by Sun Alli-
ance & London Insurance PLC

heAS\at%tal of about a dozen underwriters participated in the coverage,

The named 1nsureds on the policies are Xylopark, which Mr. El-
hott says is the name of the company staging the London concert,
and Harvey Goldsmith Entertainment, the promoters of the London
concert.

Although the insurance for the London concert was well placed in
advance of the event, brokers for the Philadelphia Live Aid concert
were sttll scrambling to find coverage for the event late last week.

A spokesman for Fred S James & Co Inc in Los Angeles said
James was working with "a few other brokers" on the coverage for
the 10-hour show in John F Kennedy Stadium, produced by New
York-based Bill Graham Presents. "The specialty coverages are
coming right down to the wire "

He did not say what types of coverage the broker was attempting
to place for the show, but remarked three days before the concert
"We're close on a few layers "

A spokesman for American International Group Inc's entertain-
ment division in New York said it had been asked to quote a rate for
a $1 million primary layer of general liability coverage for the Phi-

Continued on page 6
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Public entities plunge into self=insurance pools

By MEG FLETCHER

S gt . . CITY HAL 4
purned by commercial liability insurers, public entities 5 8
across the nation are diving into self-insurance pools
Joining a pool is a logical alternative for many public enti- ci
ties, some of which currently are without liability coverages 1U
because they refuse to pay whopping rate increases demanded 9[1404
by insurers or cannot find coverage (Bl, July 8.0 ar

Pools have promoted themselves by emphasizing they offer
a stable market that can provide adequate capacity for public
entities at a reasonable cost, explains Gregory Berg, vp in the
Darien, Conn, office of risk management consultant Til-
linghast, Nelson & Warren Inc

"This current market will drive home the point that (pools)
are more stable than the traditional insurance market," he
said

"Those involved with pools feel they are one of the most
viable alternatives" to the commercial insurance market, said

coverages

Member municipalities can choose deductibles ranging up
to $25,000 The pool retains $300,000 per claim Above that,
members can buy excess coverage of $1 million to $5 million
per claim through the pool

Some large cities in the past have arranged for facultative
remsurance to increase limits above $5 million, although that
reinsurance program has not been available since last Decem-
ber, Mr Fey said

The TML liability program IS one of four that the pool
gtfafte;z tcgﬂlg 600 members, which represent two-thirds of the

The pool also offers group health, property and workers
compensation insurance programs

* Thirteen new members have Joined Mr Epps' MIRMA
pool in the past year, increasing the membership to 38, he
said MIRMA has a|so receiyed "serious" inquiries from 25

/Z12»*=1

. T . ! . hipin the T Municipal L I's 21/2- [ ,
David C EBps, executive director of the Missouri Intergov- year- '\flc? Watﬁﬁ“?y 'ﬁ]éqjﬁaﬁceeé%graurwﬂgg mg?g'fﬁa%ogoﬁgle/ mor(,\e/,fgj,a f ff?;':;erier:baerg i broad package of liability, prop-

ernmental Risk Management Assn in Colimbia, Mo to 191 cities from 94 cities in January 1984

Sources estimate that about 15,000 public entities nation- .
, The TML p00Q1 IS ch t aboyt 15
wide.currently. belong.fe-same. 160 to 175 pools, more than half g\_/hwﬁ Ev{wﬁ):e the ué’ué‘l’%%t?&, S I:ranglrg

als weelilg/, 0
irector of the TML's property/casualty services in ,eﬁ}(isatiSnSIS nt d $1.000 2500 f

. . T ! 0 age, and 3! r

b0 Ibspselves eport thatihelr membership fs ncreas. he labity procrarp, which generates an ennualiped pre- Uiy 1 il
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Umbrella form

Continued from page 1

If, at any policy renewal, the ret-
roactive date is moved forward
from the first claims-made policy
to the inception date of a new or
renewing claims-made policy, cov-
erage for bodily injury or third-
party property damage that oc-
curred before the retroactive date
is excluded, even if a claim is filed
within the policy period. That
would create gaps in coverage be-
tween the expiring and new
claims-made policies.

Under the ISO form, if an insurer
moves the retroactive date forward
from its first inception date of the
first claims-made policy, the poli-
cyholder has an option to plug the
coverage gap by purchasing an ex-
tended reporting period endorse-
ment on the expiring policy, cost-
ing up to 200% of the expiring pol-
icy premium.

Mr. Wilson says he won't offer
any such tail endorsement option,

since the policyholder has a verbal
assurance that as long as the policy-
holder renews with Weavers, the
retroactive date on its umbrella lia-
bility coverage will not be moved
forward.

The ISO and Weavers forms dif-
fer on their exclusions for most
pollution liability, including sud-
den and accidental pollution now
covered under most comprehensive
general liability policies.

The ISO form excludes all pollu-
tion liability except pollution from
products/completed operations.

The Weavers' form excludes all
pollution liability except pollution
stemming from "specified perils,"
which are "unintended fire, light-
ning, explosion and overturning
and collision of road vehicles.”

Weavers has imposed this pollu-
tion exclusion in policies since the
beginning of this year, Mr. Wilson
added.

Weavers also will impose an ag-
gregate limit on coverage for prod-
uct liability exposures within the

umbrella policy and may add ag-
gregate limits to other exposures,
too. "Others are to be finalized,”
Mr. Wilson said.

The ISO policy includes two ag-
gregate limits: one for prod-
ucts/completed operations and one
for all other coverages.

Also, Mr. Wilson said, excluding
coverage for punitive damage
awards under the new umbrella
claims-made form "may be looked
at next," but probably not for Sept.
1 implementation. The ISO form
doesn't exclude punitive damages.

"It has taken 12 months to posi-
tion ourselves to introduce this
form,"” Mr. Wilson said. "It will be a
Weavers form, but we act as a
leader for a large number of casu-
alty risks," he noted.

In London, the lead sets the
terms and conditions for all others
signing onto a policy.

Most Weavers' policyholders
currently have excess liability cov-
erage written on an occurrence
form, but have been notified that at

their next renewal date they will
be moved to a claims-made form,
Mr. Wilson said.

Mr. Wilson has traveled to the
United States to inform U.S. policy-
holders of the change. But, no U.S.
market sources contacted by Busi
ness Insurance had seen a copy of
the proposed form.

Robert J. Redmond, a managing
director of Marsh & MeLennan Inc.
in its New York office, said he
would be in London this week to
negotiate renewals under she new
Weavers form.

Mr. Redmond, who handles drug
and chemical company risks, said
no one has been given copies of the
new Weavers' form.

Under an occurrence form, an
insurer is liable for any bodily in-
jury or property damage that
occurs during the policy period, re-
gardless of how long after a policy's
expiration date a claim is filed.

For example, many insurers that

underwrote liability coverage on
the occurrence form for asbestos
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producers in the 1930s and 1940s
were hit with claims stemming
from asbestos-related injuries as
late as the 1970s or 1980s, when the
injuries were manifested.

This long-tail liability, which is
created by all long-latent diseases,
also has prompted many coverage
disputes over when injury actually
does occur and, therefore, what in-
surance policy should respond.
However, under a claims-made
form, an insurer is responsible only
for claims filed during the policy
period and relating to occurrences
after any retroactive date. These
restrictions reduce the long-term
exposure insurers face under the

occurrence form.

"It is absolutely necessary to pro-
duce a form that has clearer lan-
guage because the insurance indus-
try can no longer cope with the idi-
otic decisions of the U.S. courts
with regard to occurrence," said
Mr. Wilson. "So, there is no point in
waiting until Jan. 1."

"This is a move to preserve the
casualty insurance market. If we
don't do something, there will not
be any capacity available,” he
added. "The legal system is crucify-
ing the insurance business."

It is likely Weavers will find sup-
port for its new umbrella claims-
made form from Lloyd's of Lon-
don's largest U.S. casualty un-
derwriter, Robin Jackson, director
of Merrett Syndicates Ltd.

Mr. Jackson and Weavers are
considered the two leading insurers
in London of North American eas-
ualty risks.

Because he has not seen the
Weaver form yet, Mr. Jackson
could not say whether he would
adopt it. But, he says he agrees with
many provisions of the Weavers'
form, including the self-insured de-
ductible, the retroactive date and
the pollution exclusion.

But, Mr. Jackson said he has not
decided how he would prefer to
recognize underlying defense costs
for triggering excess coverage.

"If the (Weavers) claims form is
acceptable, | will support it," Mr.
Jackson said, pointing out that he
always has been a strong supporter
of the claims-made form.

In fact, he says, "We were the
first to support the claims-made
form, not Mr. Wilson."

And, Mr. Jackson has told all his
policyholders that their coverage
will be written on a claims-made
form by the end of 1985 and has al-
ready written excess coverage on a
claims-made basis under an
amended Lloyd's policy form.

Richard Hazel, chairman of
Lloyd's Non-Marine Assn. and un-
derwriter for syndicates managed
by Three Quays Underwriting
Management Ltd., stresses that the
entire Lloyd's market-not just
Weavers-is interested in a claims-
made form. "We have been strong
supporters of the ISO claims-made
form more than Weavers organiza-
tion," he said.

"There are a lot of people work-
ing hard to achieve a form," he
added. "Work has been going on
for the last 18 months."

Regardless of whose form is fol-
lowed in London, "claims-made is
inevitable,” said John Woodson,
managing director of the interna-
tional division of broker Willis
Faber P.L.C.

But, even if a claims-made form
is used, he said he doubts all Lon-
don insurers will be interested in
U.S. liability risks because of the
high cost of awards handed out by
the U.S. civil justice system.

Brian Hibbert, chairman of C.T.
Bowring Insurance Ltd., agreed
that "claims-made is just around
the corner.”

He said clients also are realizing
this, and some are talking about
trying to cancel their occurrence
policies now to have them rewrit-
ten on the occurrence form avail-
able today. Then, their occurrence
coverage would last well into 1986.
But, he added, "The market isn't

allowing it_"" _
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Special events

Continued from page 3

ladelphia concert, but had not
bound the coverage late Wednes-
day.

Special event underwriters have
granted other discounts in the past.
For instance, London underwriters
wrote 5 million pounds of liability
insurance for a fireworks display

on the eve of Prince Charles’ wed-

ding in 1981 for a 1-pound pre-
Mr. Elliott said the market for
special events coverage in London
has tightened in the past months,
noting that it is especially difficult
to place liability coverage for
events in open-air stadiums, like
Wembley, following two soccer sta-
dium disasters earlier this spring: a
fire ina stadium in Bradford, Eng-
land that killed more than 50 peo-
ple (Bl, May 20), and a riot in a Bel-
gian stadium that killed 38 people.

"Underwriters have not been

that keen on looking at risks which

'Underwriters have not been that keen on looking

at risks which are in stadiums, particularly

for liability. But | think underwriters are

being kind on this (Live Aid) risk because it

is for charity,' Mr. Elliott said.

are in stadiums, particularly for lia-
bility,” he said. "But 1 think un-
derwriters are being kind on this
(Live Aid) risk because it is for
charity.”

Mr. Elliott termed the special

event insurance market as "highly
volatile.”

"There is still a market and we
are placing risks, but it gets harder
every day because the companies
we used to use a few years ago are

not there anymore."
Other underwriters and brokers

of special events coverage agree
with Mr. Elliott. Rates for contin-

gency risks-which include cancel-
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lation and abandonment coverages,
as well as"one of a kind" coverages
lik= hole-in-one coverage-are
sometimes more than 400% higher
than a year ago, they say.

In addition, capacity is scarce for
specia event liability risks and
rates have doubled in the past year,
underwriters say.

As one London underwriter put
it, "It's the normal story. Whereas
you used to get $100 million of cov-
er:ge, now you get $25 million."

For example, Lloyd's broker
S.W. Taylor & Co. Ltd. could not
find all she coverage requested by
the organizers of the recent Grand

Prix auto races in Montreal and
Detroit, whose liability insurance
was packaged together.

The broker hoped to place $200
million in coverage, but could only
place $150 million with Lloyd's and
other London underwriters, said
Stan Taylor, chairman of the bro-
kerage.

"The big problem wasn't only
that it was a motor racing event,
but the fact that it was liabili:y cov-
erage in the States," added Roger
Morris, director of S.W. Taylor and

managing director of its ir_terna-
tional division.

"The current situation is world-
wide now. The whole market is
contracting. Even business that was
placed 12 to 18 months ago .s diffi-
cult to place now, be it sports or
rock concerts," he said.

Another London underwriter
said he had recently seen requests
for liability coverage for several
rock music concerts and *'wished

them luck on each one. What with

drugs and alcohol and everything

G GEG & co.,mc.
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else, | wasn't interested in writing,"
he said.

Organizers of special events that
require contingency insurance are
finding adequate limits for some
types of coverages, though some
other contingency risks are hard to
nsure.

Brokers say it is difficult to find
more than $100,000 in policy limits
to insure a bonus given to an ath-
lete, like a tennis player or race car
driver, who wins a certain number
of events.

For instance, last year London,
U.S. and European insurers paid $1
million to the International Tennis
Federation after Martina Navrati-
lova won tennis' "grand slam" and
captured a $1 million bonus. The
policy cost the ITF $100,000 (B,
June 18, 1984).

Now, "if the prize is low, like
$50,000 to $100,000, then (coverage)
can be placed. But with $500,000 to
$1 million, it gets difficult,"” said
Mr. Morris. "Once there are higher
limits, underwriters are just not in-
terested.”

"We are getting back to realistic
levels of coverage," said a Lloyd's
contingency insurance un-
derwriter. "Now, overnight, rates

have skyrocketed and limits have
shrunk.

"There are 300% to 400% rate in-
creases just to get back to realistic
levels again," the underwriter said,
noting that many markets are no
longer writing these risks.

The underwriter speculates that
up to $5 million on non-appearance
coverage could possibly be placed
for a performer like a rock star,
though he said it's difficult to place
more than $500,000 of non-appear-
ance coverage.

But special event underwriters
are still writing some unusual risks.

Mr. Morris says a product manu-
facturer, which he would not iden-
tify, has placed insurance for a pro-
motion in which five winning con-
testants will each select a profes-
sional golfer. If the golfer shoots a
hole-in-one during a special exhibi-
tion, the contestant will receive $1
miillion.

Mr. Morris says the coverage is
costing the manufacturer $75,000.
"Last year, you could have bought
it for half the price.” -

Herbicide suit

Continued from page 3

they have recovered, Mr. Branick
said, adding, "Today they are
well.”

Mr. Branick said the workers’
case was unusual because all
worked at the same plant, which
helped link their exposure to 2,4-D
with their symptoms.

Mr. Branick said he did not know
how many lawsuits involving ex-
posure to 2,4-D are pending. How-
ever, he said there are many poten-
tial cases involving individuals
whose symptoms have not been
properly diagnosed.

He charged that manufacturers
and suppliers of 2,4-D did not test
the chemical adequately, and be-
tween 15,000 and 20,000 people may
be suffering ill effects of exposure
to the chemical that may have not
been properly diagnosed.

A spokeswoman for Dow dis-
puted the contentions that 2,4-D
caused nerve damage or that there
had been inadequate testing of the
herbicide.

She said many studies by Dow,
the federal government and others
have shown no link between 2,4-D
and nerve damage.

"There was extensive testing
done on it," she said. "We stand by
this and will continue to stand by
the view that 2,4-D did not cause
the workers' alleged ailments."

The spokeswoman also declined
to disclose Dow's self-insured re-
tention and insurance information,
except to say that the amount is "fi-
nancially adequately provided for."

AnNnd, she said she did not know
how many people may have been
exposed to 2,4-D nationwide. .
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The truth, please

I NSURERS THAT WANT to Include defense costs forcing the insurer to defend a claim the insurer pre-

. business
msurance®

Reporting weekly for corporate risk,
employee benefrt and financial executives

within policy limits should be honest that there is ferred to settle or policyholders demanding defense Publisher Alfred Maleck, (New York)

one reason and one reason only to do so- counsel other than that chosen by the insurer
To cap insurers' liability for defense costs. But, generally, insurers recommend which cases to
All the rest of the arguments for including defense settle and which cases to defend at trial and policyhold-
costs within policy limits-how it will reduce the num- ers accept the recommendations. Insurers generally
ber of suits filed, shorten the length of trials, speed hire the defense counsel and policyholders accept these
payment of money to claimants and reduce defense attorneys. Insurers generally direct the defense coun-
cost spending-are unfounded. sel's actions and policyholders don't often interfere.
Merely including defense costs within policy limits Therefore, to the extent that money has been wasted
will not achieve these desirable goals because, contrary litigating claims that should have been settled, to the
to what the Insurance Services Office's arguments extent that defense spending has been wasted in litiga-
seem to imply, the fact is that very few policyholders tion drawn out by the defense and defenses mishan-
are to blame for excessively high defense costs now dled, we blame insurers and the defense attorneys they
Therefore, giving policyholders an incentive to con- hire, not policyholders.
trol defense costs will not automatically give them the But, if insurers think that some policyholders have
power to do so interferred in how the defense of claims and litigation
First, too many lawsuits without merit are filed by has been handled to date when insurers were covering

plaintiffs' attorneys These lawsuits have to be de- the costs outside policy limits, wait until they see how

fended much control policyholders want when the cost of de-
Second, too few Judges act quickly enough to dismiss fense is coming out of their insurance limits

groundless actions Groundless or not, these suits have Are insurers willing to give policyholders even more

to be defended control over defense strategy and how much is spent on
But, third, and most important to why Including de- defense'

fense costs within policy limits will not reduce defense We don't think so.

Editor. Kathryn J Mcintyre, ARM (Chicago)
Deputy Editor: Lorne Gibson (Chicago)
Managing Editor. James M Burcke (Chicago)
CHICAGO: Alison Kittrell (Copy Ed,tor)
Marla Antelis (Assistant Copy Ed/for)
Carol Cain (Assoc,ate Editor)
Meg Fletcher (Associate Editor)
Stephen Tarnoff (Associate Editor)
Linda J Collins (Agent/Broker Topics
Associate Ed,tor)
Diane Kastiel (Staff Reporter)
Marilou Jones (Directory Editor)
Holly E. Seguine (Graphics Editor)
Amy Palmer (Graphic Amst)
Donna D,Blase (Proofreader)

Call Sangalts (Ed,tona/Assistant)
LONDON: Stacy Shapiro (London Editor)

LOS ANGELES: Robert A Finlayson (Bureau Ch,eo
Steve Taravella (Associate Editor)

NEW YORK: Douglas Mcleod (Bureau Chief)
Michael Bradford (Assoc,ate Ed,tor)
Judy Greenwald (Associate Editor)

WASHINGTON: Jerry Geisel (Washington Ed/tor)

Advertising Director. Donald A Walsh (New York)

costs spending, is that pollcyholders are not now in Therefore, insurers should be candid about why they Midwest Sales Manager. Robert L Niesse (Ghicage)
charge of defense want defense costs within policy limits-they want to CHICAGO: Deborah D Neale (Distnct Manager)

Sure, ISO can dredge up examples of policyholders cut their costs

letters

RIMS urges modifying the current CGL occurrence form

To the editor | thought it appropriate, insurance companies themselves The in- should activate the most recent available
as president of the Risk & Insurance Man- surer community contributed to this legal policy
agement Society, to reply to James A morass whenever the individual insurer « We believe one and only one policy
Robertson's comments on RIMS' opposi- would argue different coverage triggers year should respond to a single occur-
tion to the proposed commercial general in different cases, dependent solely upon renee With proper definition of the term
liability formats (Bl, June 24) Consid- which policy interpretation would relieve "occurrence", the potential for stacking of
ering that many of RIMS' objections to it of the obligation to pay limits should be eliminated
the new CGL policy were based on the Mr Robertson is correct in stating that * We recognize that the existing oc-
same problems cited by Mr Robertson in this multitudinous coverage litigation currence format permits unlimited in-
his side-by-side comparison of the 1985 presents a compelling reason to modify surer liabilities for multiple individual
Insurance Services Office's CGL forms, | the existing CGL However, ISO's new claims except for product liability cases,
am somewhat surprised at his dismissal of occurrence version does absolutely noth- which currently have an aggregate limit
the society's concerns ing to resolve the principal issue in the of liability for all claims occurring within

Problems created for policyholders and litigation, which IS "when does injury that policy period Therefore, a "cap"” on
potential claimants under the proposed ©occur™ and "what policy(ies) respond?"” this unlimited exposure by including an
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CGL claims-made policy in such areas as Significantly, even coverage under the aggregate policy limit or limits for the in- CIRCULATION: Chicago 312-649-5221

coverage gaps, being locked into the in- proposed claims-made form is largely de- surance coverage purchased may be a vi-
surer, increased potential for notification pendent upon the question of when injury able alternative
disputes between insurer and insured, the occurs e We recognize that the cost of unlim-
dysfunctional incentive for the insured to What, for instance, will be done under ited defense appears to be creating a bur-
solicit claims against itself and the in- the claims-made form if part of the injury den for the insurance industry, and there-
surer, the potential use of laser endorse- occurs before the retroactive date and fore we agree that this area of cost should
ments to gut coverage, and the uncer- part occurs after the retroactive date9 have some limitations within the policy
tainty of the tail purchase price for RIMS is not, as Mr Robertson asserts, language However, we reject entirely the
retrospectively rated policies, have been insisting upon an unmodified version of inclusion of defense cost totally within
commented on extensively in the testi- the present CGL form We recognize the the aggregate limit of liability provided
mony of RIMS, New York Attorney Gen- legitimacy of the problems with the pres- under the contract Discussion in the
eral Robert Abrams and many other trade ent CGL that the insurers cite as reasons areas of cost sharing, coverage floors or
organizations and individuals for change However, the claims-made maximum limits, with the options to be
RIMS 15 not, as Mr Robertson implies, format does not address these problems, selected by the insured, may be more re-
dismissing certain legitimate and com- and creates a host of others for the policy- sponsive to the consumer
pelling reasons ISO and the insurance in- holders * In recognition of the foregoing modi-
dustry cite as reasons for modifying the If Mr Robertson believes that claims- fications, special attention should be
resent CGL policy RIMS is frustrated made is the panacea, or even substantial given to wording that would specific
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cannot be met through modifications of long ago, the switch from occurrence to concurrent excess layers _
the present occurrence format claims made by the Industry was the In conclusion, RIMS and the insurance

CRAIN COM NYK, Suite 814, National Press Building, Washington, D C
20045,6404 Wilshire Blvd, LOs Angeles, Calif 90048,20-22 Bedford Row,
London WC1 R 4EB, England $1 50 a copy $52 a year in U S Canada and
all other foreign add $16 for surface mail Europe and Middle East only add

Mr Robertson accurately points out "quick fix" solution in New York The industry need not be locked into a zero $45 for air delivery First-class mall to U s and Canada only. add $48
that expansive and often conflicting Judi- problems of malpractice insurance cost sum game where any modifications to the Bermuda only. $97 per year expedited delivery WILLIAM STRONG,
cial interpretation of the present CGL has and availability have surfaced again The existing CGL must result in the exclusive I\6>-C|rcula‘uon ROBERT FIORITO, cirevtation manager ROSER

caused increased policyholder/ insurer lit- viability of the claims-made approach as benefit of one party and the correspond- DIGREGOR

igation He has failed to mention that a the path to insurer stability and solvency ing disadvantage of the other

great deal of litigation was between the has not provided the solution RIMS believes if such a modified occur-
The legitimate problems faced by the renee policy is adopted, it will result in

insurers and policyholders can be ad- less consumer confusion, reduced policy

Business Insurance welcomes Zet- dressed within an occurrence policy for- litigation, and an equitable balance be-

ten from its readers Please keep
VOUT comments as bnef as poss:ble
We reserve the nght to edlt letters
for clarity or space We will not

publish unagned letters Send your
comments to Letters to the Ed:tor,

corporating the following modifications seeking solvency and legitimate profit,
* With respect to occurrences that are and the deserving claimant seeking Just
not finite in time and place, we believe compensation

! that specific wording should be included P. Richard Hackenburg
BU§|ness Insurance, 740 N Rush St, in the contract that would identify the President
Chicago, Ill 60611 point in time that coverage would be acti- Risk & Insurance Management Society

—— vated VWWe believe this decision criteria New York

A ' . .

fum#mentdicector. Four.weeks.nofiee reguired.for change. of
Business Insurance, 740 Rush St, Chicago, 111 60611. or phone
312-649-5221 Microfilm copies areavallable from University Microfilms, 300
Zeeb Road, Ann Arbor, Mich 48013 Microfiche copies available Bell &
Howell. Micro Photo Division, Old Mansfield Road, Wooster, Ohio 44691
Portions of the editonal content of this issue are available for reprint or

mat RIMS believes the present CGL oc- tween the interests of the polleyholder reproduction in other media For information and rates to reproduce in
currence policy can be improved by in- seeking adequate coverage, the insurer general circulation media. contact ART MERTZ, The Crain Syndicate, 740

Rush St. Chicago. 111 60611.312-649-5303 For réprints or reprint

permission contact Repnnt Department, Business insurance, 220 E 42nd
St, New York. NY 10017, 212-210-0229

Member of Business *AB P
Publications Audit of Circulation



I'T.

At Fireman's Fund, we're making
changes to grow even stronger. Changes
in products. Changes in procedures.
Changes beneficial to you. That's why
we've added a valuable new service,
the Fireman's Fund Hot Line. It allows
you to share information. Solve problems.
Let off a little steam-or tell us about
the things we're doing well and how we
can make them even better.

Call the Fireman's Fund toll-free
Hot Line between 9:00 am A
and 5:00 pm and talk to /,Mm

E)rt]ehcl)f our specialists. C
oS e S8 FIREMAN'S FUND

other be the best. :
An American Express company

BOTH
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and insights into the surplus and
specialty lines markets.
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Oregon amends criteria
for assigned risk plan

SURPLUS LINES

/ssue Date: August 12
Ad C/osing: July 30

SALEM, Ore.-Small employers
in Oregon are getting a helping
hand from the state Division of In-
surance in obtaining affordable
workers compensation insurance.

According to an order signed last
month by Oregon Insurance Com-
missioner Josephine M. Driscoll,
employers may not be placed in the
surcharged assigned risk plan un-
less they have been turned down
for coverage by three insurers, in-

cluding the State Accident Insur-
ance Fund.

Bl for evaluations

rance

"We were seeing the dumping of
risks into the assigned risk plan for
no reason, particularly small risks
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shift quickly; Susing boih pitfallid new 4
opportunities. Unfortunately, management often 4
c#nnot pinp6int or plan')for the changes until j

very late in the game. That's:beciausilthey don?t«*r-_.:*
have adequate information-or ha<e it quickl
e=cdccoouacgha_. it
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mind, our professionals, at Erisco designed f
Gjoupfacts. We used th¢ knowled* we've 1 1
gained serving the insurance indus#y for ovela

-» @cadeto.design a.soft*are system, that.can«,- =>Aa,«»
master morejthan detailed administrative tasks.
G;oupFacts will dothat,tof course,]knd doit j 8
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figancial andpther management reports-the

information you need to;run your blisiness. We i
actually surveyed over 50 insurance{ cepanies
aniftlitAlP* 5-Adfiiliiitti>68iff*Et t6-1*="-»"*>'

elsin g ot Brdeom

-EAsco,«the'provider'of the highly»4 -1===
successful ImpleFacts accounting
software for employee benefit plans
and the widely used ClaimFacts health
benefits management system. It's a
pioneering solution for our time-
one that can help you see into the
dynamics of your operation and run it more
knowledgeably and profitably

Erisco-more than a software company.

For further information call:

Stephen Kendrick

Vice President, Sales and Marketing at
212 765-8500

Ensco

lina company of
IDN» Theoun & Bradstrect Corporation

1700 Broadway
N.Y.,N.Y. 10019

GroupFacts, ClaimFacts, ImpleFacts

with good experience records," said
Larry Kibbee, executive assistant
to the insurance commissioner.

According to the findings in the
order, alternative lower-rated mar-
kets had been overlooked by insur-
ance agents and policyholders.

"The State Accident Insurance
Fund believes it can absorb approx-
imately half of the assigned risk
applicants into its standard-rated
company. A few other insurers
have expressed similar interest in
soliciting these applicants as nor-
mal business," the Division of In-
surance noted in its findings.

Al listing of assigned risk appli-
cants is available to insurers, Mr.
Kibbee added.

VDT legislation

SALEM, Ore.-Public employers
in Oregon could have to meet pur-
chasing specifications for video
display terminals, if S.B. 57 is
signed into law.

Gov. Victor Atiyeh, who has op-
posed the measure, will have 20
days after he receives the bill on
his desk to veto the legislation or it
will become law, an aide said.

The bill was introduced at the re-
quest of the Senate Interim Com-
mittee on Labor and will require
the Accident Prevention Division
of the Workers' Compensation De-
partment to develop purchasing
specifications by July 1, 1986, for
public employers using VDTs.

The specifications will require
that VDT work stations ensure cor-
rect posture and position, minimize
eye strain and conform to any
other provisions deemed necessary
by the director of the Workers'
Compensation Department.

The bill also requires the division
to develop an education and con-
sulting program for the private sec-
tor, said Sen. Margie Hendriksen,
D-Eugene, who is chairman of the
Senate Labor Committee.

The bill mandates that the con-
sulting program include publica-
tions, conferences and worksite
consultations on the health and
safety effects of VDTs.

The legislation was based on the
recommendations of a special legis-
lative committee composed of labor
and industry representatives and
legislators who were assigned in
1983 to study the issue.

New supervisor

OLYMPIA, Wash.-After a five-
month search, Allen Ziegler is the
new supervisor of industrial insur-
ance in Washington.

Mr. Ziegler, who joined the De-
partment of Labor and Industries
in April as the assistant director of
the Building and Construction
Safety Inspection Services Divi-
sion, replaces Rick Slunaker, who
left the position as supervisor of in-
dustrial insurance in January.

Before joining the department,
Mr. Ziegler was a program analyst
for the state's Office of Financial
Management. While there, he also
served as staff director for the gov-
ernor's task force on industrial in-
surance in 1984.

Mr. Ziegler said one of his first
priorities will be to concentrate on
increasing the department's re-
sponsiveness to the public and busi-
ness, which have been noted as
being deficient by various studies
of the department.

Mr. Ziegler has an engineering
degree from the U.S. Military
Academy in West Point, N.Y., and
has a human services management

degree from the University of
Northh Carolim=a . .
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A NModular

Approach
To Risk

Management
Services

Throughout its history,
Crawford & Company
has brought the sKkills of a
craftsman to its services. With
equal care, the Crawford
you have known as "insurance
adjusters" has continued
to develop a team of trained,
experienced specialists
who offer additional services

to meet your changing needs.

Crawford & Company
now features a "Total Risk
Perspective. ™" Our matrix
of risk control, claims
services, medical cost control,
vocational rehabilitation,
and information systems
allows you to pick with

confidence the services

you need.

Over 650 offices
throughout the U.S., Canada,

and Puerto Rico.

Crawford

RISK MANAGEMENT SERVICES

Crawford & Company
5620 Glenridge Drive, N.E.
P.O. Box 5047

Atlanta, Georgia 30302
(404) 256-0830
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Dayton Hudson names Doolittle

DENT*FITS,INC . .
director of risk management

Reinsurance managers for

4 Dental Vision

| Prescription Drug
Group Insurance Programs

Managing Underwriters for the

Massachusetts Indemnity & Life insurance Co.

mii North American Life & Casualty Co.

| For quotes or information call:
| Renny Thomas Executive Vice President
Managing Underwriter

P.O. Box 3209, 527 E. Rowland Ave.
Covina, CA 91722 (818) 967-2878

Karen Doolittle, 41, has been
named director of risk manage-
ment for the Dayton Hudson Corp.
in Minneapolis. She replaces Wil-
liam Cain, who
is now vp and
general manager
of the James F. Il
Freeman Co., an flpi-Emi--
insurance bro-
kerage in Provi-
dence, R.l. Ms.

Doolittle is re-
sponsible for the

design, purchase
and administra- Ms. Doolittle
tion of prop-

erty/casualty insurance programs,
including loss control and safety

programs. She reports to Tony

comings & goings: buyers

Shull, senior vp of thance. Pre-
viously, Ms. Doolittle was vp and
corporate risk manager for First
Bank Systems Inc. in Minneapolis.
She received a bachelor of business
administration degree from the
University of Texas at Arlington in
1966 and a master's degree in busi-
ness administration from the Uni-
versity of Dallas in 1971.

Judy Sanders, 28, has joined
BellSouth Corp. in Atlanta as staff
manager of casualty insurance. In
this newly created position, Ms.
Sanders is responsible for the in-

SOME PEOPLE
THINK D& 0 MEANS
DOWN AND OUT

Pension/Welfare Benefit Plans, in addi-
tion to Trust Department E&O and IRA/
Keogh Plan E&O for financial institutions.

Probably because they didn't act
soon enough to protect themselves with

Directors' and Officers' Liability Insurance.

With rising defense and settlement
costs, Director's and Officer's Liability
Insurance has become a necessity for
every organization. At risk are the per-
sonal assets of each director and officer.

Our D&O policies help protect the
personal assets of directors and officers
from losses resulting from suits alleging
wrongful acts, real or imagined.

Whether your clients are publicly
incorporated or closely held, every D&O
policy we write may be tailored to meet
their specific needs through a wide range
of limits, deductibles and options.

Western Employers Special Risks
also has coverages for Employee

A D&O policy from Western Employ-
ers Special Risks can help protect your
clients from being "down and out'.’

VIIAAWESTERN
.ad EMPLOYERS
VVSPECIAL RISKS

A Division of Western Employers Insurance Company

150 N. Martingale Road, Suite 240

Schaumburg, lllinois 60194
312/882-1114 or 1-800/323-2354

In lllinois: 1-800/942-4714

surance and risk management pro-
grams for the non-property risks of
BellSouth and its subsidiaries. She
reports to Richard H. Bagley, Bell-
South's risk manager. Previously,
Ms. Sanders was assistant staff
manager in the customer services
department for Southern Bell Tele-
phone Co. She received a bachelor
of arts degree in business adminis-
tration from Wesleyan College in
Macon; Ga,, in 1979.

Robert C. Conner has joined
Koppers Co. Inc, in Pittsburgh as
assistant manager of corporate in-
surance services. In this newly
created position, Mr. Conner will
assist in the development and ad-
ministration of Koppers' corporate

insurance pro-
gram. He reports
to Ronald J.
Parry, manager
- of corporate in-
7- surance services.
Previously, Mr.
Conner was risk
manager for

LTV Steel Corp.
in Cleveland. He
Mr. Conner received a bach-
elor of science
degree in education from Duquesne

University, located in Pittsburgh,
in 1953.

James D. Alford, 39, has been
promoted to director of corporate
risk management for Moore
McCormack Resources Inc. in
Stamford, Conn. He replaces Peter
W. Carlson, who is now a vp in the
marine insurance department of
Johnson & Higgins in New York.
As director of risk management,
Mr. Alford will be responsible for
the design, purchase and adminis-
tration of all corporate insurance
programs. He also will serve as
chairman and president of Moore
McCormack Insurance (Bermuda),
the company's Bermuda-based cap-
tive insurer. He reports to Donald
Beck, vp of administration. Pre-
viously, Mr. Alford was manager of
insurance at Moore McCormack
and will retain those responsibili-
ties. He received a bachelor of arts
degree in economics from State
University of New York in 1972.
He also received a master's degree
in business administration, special-
izing in finance, from Duke Uni-
versity in Durham, N.C., in 1974.

Herman N. Cohen, 36, has been
promoted to senior vp of personnel
at The Home Insurance Co. in New
York. He replaces John Russell,
who resigned. Mr. Cohen is respon-
sible for all personnel activities for
the corporation and its field offices,
including the supervision and ad-
ministration of all welfare and
pension plans. He reports to Steven
H. Newman, president. Previously,
Mr. Cohen was vp of corporate per-
sonnel and will retain the responsi-
bilities of that position. He received
a bachelor of arts degree in psy-
chology from Brooklyn College in
1970 and a master's of science de-
gree in educational administration
from Hofstra University in Hemp-
stead, N.Y ., in 1975. In addition, Mr.
Cohen is a doctoral candidate in in-

dustrial relations at Pace Univer-

sity in New York.

We'd like to report on staff changes in
your company's risk management,
safety or employee benefits depart-
ment. Just drop a note to Diane Kas-
tiel, Business Insurance, 740 N. Rush
St., Chicago, 1ZZ. 60611, or call 312-649-
5393. In addition, please send a photo-
graph as weZZ.
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Business Insurance gives ycu total news coverage of loss
vention, risk. finarcing and benefit management. Every we
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Gould Corp. captive forms
N.Y. exchange syndicate

the New'York T arice Exch
this year-MeadowsuSyndicate nc.
-is open for business.

Meadows Syndicate is owned by
The Meadows Indemnity Co. Ltd.,
a Guernsey-based captive insurer
owned by Gould Corp. of Rolling
Meadows, lll. The syndicate is pri-
marily writing treaty reinsurance
for U.S. property risks.

The syndicate, capitalized at
$3.55 million, is managed by Azi-
muth Underwriting Managers Inc.,
says James R. Mascarella, president
of the syndicate and vp of corpo-
rate insurance at Gould.

"We're very excited about join-
ing the exchange at this time," said
Mr. Mascarella. "The industry
should be entering a more positive
cycle during the next two or three

When Speed is the Need...

Stewart
Mmith

We talk to markets directly, and
instantly, with our state-of-the-art

communications.

=mpute,

Reaching underwriters, both here and

abroad, when you need Speed, Experience

and Imagination.

Now more than ever...

¥ tewart
Amit 1

Member Stewart Wrightson Group

BOSTON CHICAGO
(617) 426-0615 (312) 236-7333

DALLAS

(214) 688-1051 (201) 265-9595

NEW YORK PHILADELPHIA PITTSBURGH

(212) 964-2929 (215) 925-0432 (412) 232-0430

77*e Creative Link Between #nsurers and Brokers

EDISON, N.J. LOS ANGELES

(213) 382-6201

SAN FRANCISCO
(415) 777-9766

dng

e markets

years, and we're happy to be a part
of it.”

There are currently 49 syndicates
approved to conduct business on
the New York exchange.

Bermuda underwriter

Johnson & Higgins' captive man-
agement subsidiary in Bermuda,
J&H Ltd., is fortning the Victoria
Underwriting Agency, J&H offi-
cials confirm.

Brian R. Hall, president and
chief operating officer of J&H Ltd.,
said that J&H "is in the process of
incorporating” the agency, and a
formal announcement on when it
will begin operating is expected
this week.

Mr. Hall confirmed that A.VWV.
Hunt, formerly director and vp of
Pearson Webb Springbett (Ber-
muda) Ltd., which has closed its
Bermuda office, would take a posi-
tion with the new agency, but he
did not say in what capacity.

Mr. Hall would not comment on
reports in Bermuda that Victoria
was being formed by J&H to write
international property reinsurance
on behalf of captive insurance
companies with capacity of about
$2 million.

Life, LTD insurer

Connecticut Mutual Life Insur-
ance Co. in Hartford, Conn., and
Standard Insurance Co. in Port-
land, Ore., have formed a joint ven-
ture company to underwrite group
life and long-term disability insur-
ance.

The new company, which is
called GroupAmerica Insurance
Co., will have its administrative of-
fices in Portland.

The venture will be capitalized at
$15 million, with Connecticut Mu-
tual and Standard Insurance each
contributing $7.5 million. Under-
writing operations are expected to
begin sometime during the fourth
quarter of this year.

The new company will assume
the charters of Connecticut Mu-

tual's CML Pension & Life Insur-
ance Co. subsidiary.

Initially, the company will have
about 150 employees, according to a
spokesman for Connecticut Mutual,
and eventually GroupAmerica will
employ about 300 people.

Company officials say develop-
ment of a marketing center is
planned, but they have not yet de-

cided on a location.

Intermediary opens

A new company, Saturn Rein-
surance Intermediaries Ltd. has
opened in Chicago as an interme-
diary for domestic and interna-
tional treaty reinsurance programs.

The firm is headed by John J.
Norton, former president of
Stewart Smith Intermediaries, who
now holds that post with Saturn.

Saturn is located at 33 N. Dear-

born St., Chicago, Ill. 60602; 312-
236-4303.

New name

Excess & Treaty Management
Corp., the New York-based rein-
surance management subsidiary of
The St. Paul Cos. Inc., has changed
its name to St. Paul Reinsurance
Management Corp.

"The name change reflects the fi-
nancial strength and firm commit-
ment of The St. Paul Cos. to pro-
vide the insurance industry with a
strong and experienced reinsur-
ance market," says Richard Hop-

kins, president and chief executive
officer of the unit. -



WE GAVE FRANK BYERS TIME TO
FISH FOR MORE THAN
AN AFFORDABLE HEALTH CARE PLAN.

As Employee Benefits Manager for a major
manufacturing firm, Frank had lwo major con-
cerns: he had to attract employees with a
good benefits package, and he had to hold
costs down.

CIGNA Healthplan solved Frank's prob-
lems. And we can solve yours too. We can
help keep your employees healthy That can
help improve productivity and hold down
medical costs. Your employees can have
a comprehensive package of health care
benefits for a set monthly fee, plus a small

CIGNA Healthplan, Inc.
a CIGNA company

RO. Box 809101
Dallas, TX 75380

co-payment with each physician visit.

Put CIGNA Healthplan to work promoting
your employees' good health while protecting
them against rising health care costs. The
end-result will be a happier, healthier group
of employees and a lower cost of benefit
plans administration.

So, if you'd like the time to fish for more than

an affordable employee health care plan,
call 214-985-5848 or write: CIGNA Health-

plan, Inc., Dept. C-1, RO. Box 809101, Dallas,
TX 75380. Don't let this one get away.

THE GOOD WORD THAT'S GETTING AROUND THE WORKPLACE.

CIGNA
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Monte Carlo

Continued from page 3
MeDonald said. "It's a greater ben-
efit to be smaller. You get to talk to
more people. You keep running
into the same people. We're able to
keep it more personalized."”

All meetings will be held at the

Monte Carlo Convention Center
and the Loews Hotel.

AN exhibit of insurance and risk

management products, which Mr.
McDonald said has been expanded
since the 1983 conference, will
begin Oct. 6 in the hotel's Grand
Salon Foyer and continue through-
out the event.

Companies that will have exhi-
bits include: Alexander & Alex-
ander Services Inc. and affiliated
company Cecar S.G.C.A. (in a sepa-
rate booth); Johnson & Higgins
(under the UNISON banner); SOS
International; Roux S.A.; Frank B.
Hall International; Expertises; Gal-
tier; Tillinghast Nelson & Warren
Inc.; Corroon & Black Corp_;
CIGNA Corp.; Marsh & McLennan
Inc.; Cook & Miller International;
Europe Assistance; and Thilly Van
Eessel.

Following welcoming remarks
the morning of Oct. 7, a keynote
address will be given by Yvette

Chassagne. Mme, Chassagne is
chairman of Union des Assurances

des Paris.

The opening session will focus on
"Industry in the '90s." Moderated
by conference co-chairman Jean
Claude Cusset of Societe Nationale
EIf Aquitaine and Compagnie Na-
tionale de Navigation (France), the
discussion will examine the indus-
try's future and how the practice of
risk management will be affected.

Speakers will include Bernard
Delapalme, Council for Innovation,
EIf Aquitaine Group (France); P.

Richard Hack-

.*5 , enburg, staff vp
. and assistant

./ treasurer Alle-

frty =-4" ntN659.7:ranna

Rolf Tolle, vp-

Reinsurance De-

partment, Store-

- — brand-Nordenmn

_ Reinsurance Co.

Mr. Hackenburg Ltd. (Norway).

Several work-

shop-type mini-seminars will be

held on Monday, and they will be

repeated a second time. Topics and
speakers will include:

= "American Risk Manage-
ment,” which will explore the ins
and outs of the U.S. insurance mar-
kets and service providers. Speak-
ers will include David Kuhnke
(moderator), director of risk man-
agement, The Stanley Works; and
Denis Julien, manager, corporate
insurance, GenCorp.

= "Product Integrity Impair-
ment: Recall and Consequential
Loss," which will explore risks that
are prone to loss and what a com-
pany can do to protect itself.

The speakers will include Stan-
ley King (moderator), director-cor-
porate risk management, Kellogg
Co. (U.S.); and Arthur Erickson, se-
nior vp, Johnson & Higgins (U.S.).

- "Data Center Protection”™ will
focus on how to safeguard hard-
ware and manage software risks
like unauthorized access, industrial
espionage, etc.

Speakers will include Bernard
Amory, Assistant au Centre de Re-
cherches Informatique et Droit de
Namur, Avocat au barreau de
Bruxelles, Faculte Universitaires
Notre Dame de la Paix (Belgium);
Anne Finet, chef de projet, Re-
sponsable Departement Audit et
Securite, Centre Informatique
Generale/Business Systems (Bel-
gium); and Faith Lamberts, vp, An-
istics and Alexander & Alexander
Services Inc. (U.S.).

= "Business Interruption Insur-
ance,"” which will trace a business
interruption claim through two
commonly used forms.

Speakers will include Louis
Tummers (moderator), risk man-

ager, If.S. Group P.R.B. (Bel-
gium); David Taylor, Gaebel Wat-
kins & Taylor (U.K.); and William
O'Connell, d_rector-business intpr-
ruption services, Touche Ross &
CO. (U.S.).

* "Mergers/Acquisitions/Dives-
titures and New Ventures: Justify-
ing Loss Control Expenditures,”
which will focus on ways to con-
vince management that risk man-
agers should be among the first to
know, and on how to analyze out-
standing liabilities and cover.

Speakers will include A.W. van
Blittswijk (moderator), insurance-
risk manager, Unilever, N V.
(Netherlands); conference co-chair-
man Mr. MeDon:ld, who is risk
manager-foreign adrninistrat.on
for United Technoligies Corp.
(U.S.); and John Merckx, managing
director, Kruller & Co. Assurantien
B.V. (Netherlands)

« "Justifying Loss Control Ex-
penditures,” whioh will discuss
how to justify costs that might ulti-
mately protect the company from

loss, and techniques to evaluate the
alternatives and communicaze with
operational management.

Speakers include Simon Groot
(moderator), managing director,
Kamerbeek Assurantie Makellars
BV (Netherlands); M.J.M. Olsth-
oorn, deputy director, Akzo Insur-
ances BV (Netherlands); and James
W. Smirles, director of marketing,
Kemper Group (U.S.).

* "Introduction to Management
of Risk and Insurance," which will
allow beginning part-time risk
managers to study risk and insur-
ance management as a practical art
and science of preventing losses
and funding internally.

Speakers will include Dr. George
L. Head (moderator), vp, Insurance
Institute of America :U.S.); Nor-
man Bennett, special director, in-
surance, Smiths Industries Ltd.
(U.K.),and Francois Settembrino,
directeur, Tabacofina S.A. (Bel-
gium).

- "Status of the Environmental

Impairment Liability Insurance

Market,” which will address the
question of whether adequate cov-
erage is readily available and what
markets exist.

Speakers include Tom Lewison
(moderator), corporate risk man-
ager, Degussa Corp. (U.S.); Dr. Jur
JLergen Brenzel, Haftpflichtver-
b:nd der Deuts-
chen Industrie .
V.A.G. (VWest .

Germany); Dr. 4

Rer. Nat. Peter i# .6 :
Everts, Gerling -O
Institute for Loss " *
Research and .
Liss Prevention
(West Ger-
many); and Eu-
gene R. Ander-
scn of the law

Mr. Anderson

firm of Anderson, Russell, Kill &
Olick (U.S.).

- "Effective Use of Consultants:
How and Why?" which will discuss
h)w to work with an outside con-
sultant from start to finish and

what information must be ex-

changed.

Speakers include Laura Hirck-
ley (moderator), dirertor of risk
managemeni Avery International
Inc. (U.S.),End Hugh Taylor Page,
risk manager, Merzario S.P.A.
(Italy).

Farticipars also can attend con-
current sess ons on Oct. 8. "*Emerg-
ing Risks: T-e Future is Ncw," will
exl:lore wolkplace exposures, Kid-
nap and rassom coverage; credit
and currency risks; ar.d directors
and officers liability. The factors
that accelereted the emergence off
these risks and their long- and
shcrt-term effects will be discussed
by a panel moderated by Dr. Dieter
Farney, p.-ifessor, Inst.tute of
Studies of I-murance, Universky cf
Cologne (Wzst Germany). Speakew
include Dan C. Jorgenson vp-risK
managemer.; Citibank, N.A. (U.S.);
Christian Meyer, vp, Zuerich In-
surance Co. (Switzerland); and
Oliver Leigh Wood, director, Cor -
trol Risk LE. (U.K.)

Continued on 71 ert oac e



Continued from previous page

A session on "Better.. Or Just
Different?", a comparison of risk
management techniques in the
United States and Europe, will be
moderated by John F. O'Sullivan,
managing director, Marsh &
MelLennan (U.S).

Speakers for the session will in-
clude William Quinn, assistant vp,
manager of insurance Phibro Sala-
mon (U.S.); and Bertus Kik,
A.E.A.l. (Netherlands).

"Legal/Tax Constraints,"” which
will explore current and proposed
laws governing the placement of
insurance in European countries
and elsewhere, will be moderated
by Edith F. Lichota, senior vp-risk
management division, Irving Trust
Co. (U.S.).On the panel will be Re-
ginald E. Beane, vp-marketing, Al-
bany-Atlas Cos. (U.S.); and Dr. Jur
Wolfram Rohde-Liebenau, insur-
ance manager, Siemens AG (West
Germany).

Industry sessions, designed to
provide risk managers in the same

We don't really offer leather-bound volumes
stamped in gold leaf. But we have created
a new set of modern classics to educate
your employees on how to make wiser
health care decisions.. .which can mean
savings for you, with no loss in quality of
care for them. And with no loss of em-

or similar industries with an oppor-
tunity to focus on concerns unique
to their operations, will be offered
Oct. 8. Sessions and group leaders
include:

« Aviation/aerospace, Dr. Jur
UIf Pinckernelle, Gebrueder Krose
(West Germany).

« Automotives, Giampiero Pro-
fumi, risk manager, Alfa Romeo
SPA (ltaly).

- Communications, Peter
Drummond, vp, member of execu-
tive committee, SWIFT (Belgium).

« Construction and engineering,
Sam Stone, corporate risk manager,
HCB Contractors, (U.S.).

 Food, drink and packaging,
Alex Chrzanowski, group insur-
ance manager, Rowntree Macin-
tosh P.L.C. (U.K.).

- Metals and mines, Peter
Cleyn, risk manager, Alcan Alu-
minium Ltd. (Canada).

« Oils and petrochemicals,
Francesco Petrini, directtore im-
mobiliare, Total SPA (ltaly).

- Pharmaceuticals, E.C.

Widmer, risk manager, Hoffman
LaRoche (Switzerland).

* Transportation, M. Schoen-
maker, insurance risk manager,
SHV Nederland NV (Netherlands).

Three concurrent sessions will be
offered Oct. 9. "Risk Management
Information Systems: Expectations,
Theory and Practice" will be exa-
mined by Michael R. Vogler, inter-
national insurance manager, R.J.
Reynolds Industries Inc. (U.S.); and
R.L. Brown, manager-insurance
services, European Risk Manage-
ment Ltd. (U.K.).

"Survey Results,"” which will
focus on preliminary findings of
the recent AEAI member survey,
will be moderated by Hugh R.
Loader, group insurance manager,
Tetra Pak P.L.C. (U.K.). Speakers
will include H. Felix Kloman, prin-
cipal consultant, Tillinghast Nelson
& Warren Inc. (U.S.); and Jacques
Charbonnier, Consultant en Ges-
tion des Risques (France).

"Insurer Insolvency: The Ulti-
mate Risk?" will be moderated by

John N. Havers, insurance man-
ager, Dunlop Ltd. (U.K.). Speakers
include Jean Marie Bioul, manag-
ing director, Henrijean & Cie, S.A.
(Belgium); and Bruce Howson,
president of CIGNA Worldwide
Inc.

The address closing the confer-
ence will be presented by Maurice
R. Greenberg, president and chief
executive officer of American In-
ternational Group Inc. (U.S.). Mr.
Greenberg's remarks will focus on
the state of risk management
worldwide.

Translation for the opening ses-
sion and concurrent sessions will be
offered in English, French, Ger-

man and ltalian.

The fee to attend the conference
is $420 (4,200 francs) for risk man-
agers, and $550 (5,500 francs) for
others. Pre-registration for confer-
ence seminars is required.

For more information or to regis-
ter, contact Marilyn Maffucci at
RIMS, 205 E. 42nd St., New York,
N.Y. 10017; 212-286-9292. .

Free from General American

A new library of health care 66classics”

designed to improve employee
attitudes on cost containment

What good is cost containment if your people don't buy it?
Our new 15-subject communications package informs, motivates,
and guides employees toward cost-efficient health care practices.

ployee morale or loyalty.

Information on up to 15 separate areas
of health care benefits and utilization is
gathered into individual employee packets.
We tailor each package to your General
American health care plan. The literature
describes benefits, limits, options, and em-
ployee action required to deliver health

care benefits that cost less.

Select any part or all of the material to
support your General American group health
plan. It's free, and it will ease the job of

tion program.

In addition, we supply a quarterly health
care newsletter, posters, and paycheck stuff-
ers as part of our regular employee educa-

If you don't have a General American
plan now, let us send you the complete
employee benefits support package. Look

it over. Compare it with any communica-

tions package on the market. You'll dis-
cover we have designed cost containment
concepts for every major area of employee
benefit utilization. You'll also discover how
effective employee communications can
alter employee attitudes and actions.

For a free employee communications

package, contact your consultant, broker,

the coupon below.

selling your new cost containment program
to your people.

Top of the Market"
in employee benefits

AMmMerican

LIFE INSURANCE COMPANY

Bill Kuehl

GengralAmetican Life
St. Louis, MO 63101

Please send rre without obligation your complete pack-

or agent; call your local General American
group sales office; or mail -

1441

Marketing Director-Large Group / 07 |

—H

age of the Employee Communications Classics on health

care benefits

Name

L] [ =l B —— 1

C T corvmragfEo>=araN

Street
City
My broker is:

L

FPhome

State ____ Zip
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Additional listing
of agent/brokers

The following companies were
inadvertently omitted from the di-

rectory of agents and brokers in the
June 24 issue. Business Insurance

regrets the omissions.

ISU/O'Shea, Berhau Inc.

95 Front St., Hempstead, N.Y.
11550; 516-485-6200

1984 1983

Premium volume. $5.500.000 $4,000,000
Gross revenues . . $802.000 $675.000
Brokerage: retail. 90% 90%

Wholesale. 5% 5%
Personal lines. 5% 5%
Employees. . 20 16
Offices. . 2 1

Year founded: 1975.

Brokerage: 90% commission; 10%
fee.

Branch offices: Lake Success, N.Y.

Principal officers: Philip J. O'Shea,
president; Zachary Berhau, senior vp;
T. Roger Eltringham, vp; Ethna O'Shea,
treasurer.

Licensed excess/surplus broker in:
New York.

Morris & Mackenzie Ltd.

4141 Sherbrooke St. W., Montreal,
Quebec H3Z 1 CI ; 514-937-5755

1984 1983

Premium volume. NA NA
Gross revenues . . $8,800.000 $7,700,000
Brokerage: retail. 70% 7096
Personal lines. . 30% 30%
Employees. . 168 155
Offices.. a a

Year founded: 1939.

Brokerage: 90% commission; 10%
fee.

Acquisitions: The Harbord Co.,
Vancouver, British Columbia; Domin-
ion Mutual Insurance Brokers, Toronto;
both purchased.

Branch offices: Toronto; Calgary,
Alberta; Vancouver, British Columbia.

Subsidiaries: O. LeBlanc & Fils
Ltee. and Morris & Mackenzie Manage-
ment Ltd., Montreal.

Parent company: Mackmor Ltd.

Principal officers: Frank Dougan,
president/chief executive officer; Alan
L. Drumm, senior vp/director; Robert
J. Burn and Donald W. Lambie, vps/-

directors.

National Insurance
Agency
4209 S. Alameda, P.O. Box 6750,

Corpus Christi, Texas 78411;
512-993-6700

1984 1983

Premium volume. $4,875,626 $4,410,657
Gross revenues. . $813.073 $785.897
Brokerage: retail. 8096 80%

Wholesale. 2% 2%
Personal lines. 159b 15%
Invest. income. 3% 3%
Employees. 18 17

Offices. 1 1

Year founded: 1965.

Brokerage: 100% commission.

Principal officers: Robert E. Harris,
president; John MeFall, Scot Oshman
and Howard Schlegel, vps. .

Social Security
finances improve

WASHINGTON-The financial
condition of the Social Security re-
tirement and disability income
trust funds continue to improve.

Revenue paid into the trust funds
should exceed benefit outlays by $6
billion during fiscal year 1985, the
Social Security Administration
says.

This expected surplus is a dra-
matic turnaround from the early
1980s when benefit payments were
exceeding revenues and the trust
funds were headed toward
bankruptcy.

But the financial condition of the
program-funded by payroll taxes
paid by employers and employees
-improved after Congress in 1983
voted to accelerate future schedule
payroll tax increases. That tax is
now 7.05% of the first $39,600 of an
employee's wages.

In 1984, the number of benefi-
ciaries increased to 36.3 million, up
from 35.9 million, and is expected
to increase to 36.9 million this year,
the administration says. .



THOSE EXOTIC

10 CLASSIFY RISKS

It's Miscellaneous E&O
fromm Shand Morahan & Com-
pany And it's just the coverage
you need to catch all those E&O
risks that do not fit into the usual
liability categories.

Since we tailor this cover-
age to meet specific needs, we
are willing to consider just about
any exposure your clients have
under this program.

'Ib insure any client-from
an association to a consultant to
a franchisor to an ichthyologist,
or anyone in between-call us
for a quick, competitive quote.

At Shand, Morahan, we're
ready, willing and able to say
'yesr

Shand, Morahan
&Company, Inc.

Shand Morahan Plaza
Evanston, IL 60201

(312) 866-2800
Telex 72-4328
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FAULTY PROTECTION

Current insolvency laws insufficient and in need of reform

By Albert B. Lewis

URRENT STATE insurance insolvency laws are
inappropriate and are insufficient to respond to

contemporary problems involved in the rehabilitation pointing to the regulator's office or to a prominent

and liquidation of an insolvent insurer State uniform
insolvency laws mandate the appointment of the

insurance regulator of the insolvent insurer's state of
domicile as the rehabilitator or liquidator The venue
for the insolvency proceeding is, therefore, the courts

of the domiciliary state

In the insurance industry today, small rural states, as respond to unpaid claims could vary from an order of

a revenue-producing policy, offer a non-restrictive
statutory and regulatory climate to attract insurers
Among the insurers that domicile in these states are
smaller, speculative entrepreneurs that use this

regulatory climate to obtain immediate cash flow at the out-of-state poheyholders' and claimants' rights are

expense of a sound and viable financial structure that

will pay future claims

The large conglomerate holding companies use these broad interstate jurisdiction to determine many

lax regulatory and statutory environments as a safe
harbor, to further their conglomerate purposes through
intercompany manipulations and transactions The
problem of an ineffective regulatory climate is

compounded by understaffing and underfunding This by the regulator in the state court of licensure

is in furtherance of revenue yield

These rural states usually lack local commerce,
industry or population to generate premium income
Therefore, these domiciled insurers rely upon other
states for their premiums These out-of-state premiums
are obtained by acting as an excess and surplus lines
insurer or by obtaining a license in states with the
commerce and population to generate premiums

When an insolvency occurs with the regulator of the
state of domicile as the administrator, several inequities
and inconsistencies result

First, the selection of the very regulator whose
primary regulatory responsibility was to prevent an

insolvency is rewarding the regulator's failure with the court will continue separate from the insurance

power and patronage of an insolvency administration

complaints and civil litigation The small, poorly least four years after the liquidation order The
staffed and underfunded regulator cannot perform this percentage paid in an interim accounting to

function properly, and may be reluctant to point a policyholders or claimants varies with the type of
finger at the cause of the insolvency if it means policy coverage issued by the insolvent

In casualty coverage, the exact number of claims is

citizen of that state not known until the statute of limitations has run out

Although state insolvency statutes uniformly give If the casualty coverage has a long-tail liability, such as
the regulator of the insolvent insurer's state of domicile medical mall*actice or products liability, then the time
the power to act in an insolvency, state statutes to determine all of the claims may be 10 years or longer
providing guaranty funds for unpaid claims are not after the end of the policy period, depending on the
uniform The trigger of these guaranty funds to relevant statutes of limitation In these cases, the

liquidator will not make any significant interim

insolvency, to an order of rehabilitation to a final order accounting and payment until at least eight or 10 years
of rehabilitation to an order of liquidation The after the liquidation order
triggering order is that of the court of the state of

domicile of the insolvent insurer Therefore, the

During the liquidation, all the insolvent insurer's
assets are invested and earning interest The assets of
the insolvent insurer will be growing while its
once more controlled by this court of domicile liabilities will be unpaid and fixed In time, these asset
The state court of the domiciled insolvent lacks increases may even wipe out the insolvency deficit

The unpaid claimants, policyholders and creditors
ancillary and essential matters in the insolvency will receive no benefit from these asset increments
For example, in each state of licensure of the These unfortunate victims of the insolvency will be
insolvent where deposits or letters of credit were a forced to pay their unpaid insured claims, or they will
condition of licensing, ancillary proceedings are begun be forced to pay for defending any suit brought against
them and pay any Judgments against them
If the insolvent insurer is a subsidiary of a During this interim, the hquidator hterally will be
wallowing in funds from its portfolio earnings When a
partial accounting payment is made it will be too late
'When an inSOIVenCy occurs with the and too little to help the policyholders or the claimants
regulator of the state of (the insolvent In the long period between the insolvency and the

insurer‘s) domicile as the payment m a partial accounting, the policyholder or
claimant may, themselves, have become insolvent

administrator, several inequities and Proper federal legislation is needed to permit the

inconsistencies result.’ relief of policyholders, the most victimized people ina
liguidation This legislation should provide for the
reorganization, rehabilitation or insolvency by the
conglomerate that is itself bankrupt, then the insurance commissioner of the state with the highest
conglomerate's proceeding in the federal bankruptcy exposure of unpaid policyholder claimants
An insurance regulator should control the

insolvency proceeding The manner in which they will proceeding because of the need for insurance expertise

If this regulator's office lacked the ability to properly interact is up to the personalities of the parties and the in handling a complex insolvency

regulate the insurer to prevent or detect the
insolvency, then how can it properly administer the
multimillion-dollar insolvency?

Although insolvencies can occur in states having the
most effective regulatory posture, the speed with

which an insurer's insolvency is discovered and

controlled will determine the extent of the insolvency proceedings are more costly and inefficient than they
In my five years as superintendent of insurance in New would be if they were brought in a single Jurisdiction

York state, no insurer ever came into my office to
request termination or restriction because of its
insolvency Only effective regulatory action by an
insurance department to discover the insolvency and
terminate the insurance assumptions will mitigate the
insolvency aspect

An underfunded, undermanned and lax regulatory
climate permits an insolvency to grow undetected In
small rura] states, the consequence of an insurance

commissioner terminating or restricting an insurer-a and to provide sufficient capital to continue as an
loss of jobs, commerce and revenue-can further delay insurer fhe opportunity for rehabilitation is

the necessary rapid regulatory response
States selected solely for their weak regulatory

courts There is no law governing their cooperation or The selection of the state insurance regulator with

interrelationships to protect the policyholders, the highest state claimants to direct the reorganization
claimants or the public means the administrator will be from the state with the
The insolvent insurer's domiciliary and the federal greatest interest in the plight of the unpaid
court have no statutory authority to deal with all of policyholder
these proceedings in a single forum These multiple In addition, the court should be empowered to
approve a proposed plan of the state regulator to
rehabilitate, hquidate or reorganize the insolvent
with appropriate power over all relevant proceedings insurer with a prorated reduction in habilities, a

The only two choices available to the state courts and structured payout of these liabilities over a period of
the adminstrator are hquidation or rehabilitation time that will help the policyholder and claimant.
The rehabilitation powers are limited to a six-month Such legislation would significantly reduce the
stay of all litigation or, upon a proper showing, administrative and bureaucratic costs involved in
additional stays pending a decision on whether to multiple state actions It also could provide a single
rehabilitate or liquidate federal venue for claimants covered by a guaranty

In rehabilitation, the best that can be hoped for is the fund to petition for an appropriate order to trigger the
raising of additional capital to relieve the insolvency benefits of their state funds

An example of the inadequacy of the current state
laws is best illustrated by the insolvencies of six life
dependent on another entrepreneur putting capital into insurers wholly owned by Baldwin-United Corp

the insurer. In most proceedings, this road has been National Investors Pension Insurance Co , National

posture usually have the fewest resident policyholders activefy and unsuccessfully pursued by management Investors Life Insurance Co and Mount Hood Pension

and claimants Their regulatory delay in acting will
have the least effect upon their resident policyholders

and claimants In addition, their court's approach to the investment\venture if the court were empowered to

insolvency proceeding could be more concerned with

the state's own pecuniary benefits in administering the Without this power, most insolvencies end in

insolvency than with the welfare of other state's
policyholders and claimants

In a federal bankruptcy action, recognition is given
to the theory that those creditors most affected should

prior to the insolvency petition Insurance Co, domiciled in Arkansas, and National

An insolvent insurer could be turned into an Equity Life Insurance Co Inc, S&H Life Insurance Co
and University Life Insurance Co of America, all
domiciled in Indiana, were respondents in a petition
dated July 13, 1983, by the Arkansas and Indiana

insurance commissioners in their respective courts for

give some financial incentives to an entrepreneur

liquidation
And, liquidation payments to policyholders usually Continued on nezt page
are too little, too late

The'general' creditors of a liquidation include

have a continuous and important role in the insolvency policyholders, claimants, guaranty funds, tradesmen,

proceeding The contrary usually prevails in an
insurance insolvency
In all insolvencies, there should be an objective

review by the administrator to determine the cause of

the insolvency There should be an evaluation of claims own to defend or pay claims and await a hquidator's
against officers and directors in the case of a fraudulent accounting to reimburse them

insolvency, an evaluation of possible criminal

professional fees, rent, etc As a liquidation proceeds Albert B Lewis, who was New York

with the conversion of assets into cash or liquid state supenntendent of insurance
securities, the claimants and policyholders are not paid from 1978 to 1983. currently ts a part-

for an extended period of time They are left on their ner in the New York law flrm of Cole
& Dettz He also 13 an adjunct profes-

Sor Of insurance law at St John's Uni-

verszty Law School in Jamaica, N Y
The first partial interim acceounting takes place at
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State insolvency laws are in need of reform

Continued from previous page

an order of rehabilitation of their domiciled insurers

was in reality a liquidation that delayed for a period of non-profit hospitals that purchased Ambassador

31/2 years the payment or redemption of the

The total policyholder liability for the companies was single-premium deferred annuities The restriction of

more than $4 63 billion, representing mostly

policyholders' ability to redeem their policies for 31/5

single-premium deferred annuities The Arkansas and years gave the regulators the opportunity to

Indiana insurance departments are among the smaller
state insurance departments in terms of staff and
funding The six companies were the largest in the
country writing single-premium deferred annuities
They all were involved in intercompany financial

transactions that they called reinsurance and

accumulate the interest earned over 31,4 years and to

use it to offset the deficits

malpractice insurance may be forced into bankruptcy
themselves, triggering insolvency clauses in leases,
mortgages and other contracts This approach will have
a catastrophic effect on the delivery of health care to
the areas around these hospitals

In the Ambassador proceeding, an offer was made to

The problems raised by state insolvency laws in this avoid the liquidation by purchasing a single-premium

matter include the costly duphcat-on of rehabilitations deferred annuity with the liquid assets of the insolvent

in two states, the multiple actions pending in other
states' courts concerning the insolvent companies and

insurer

The offer would use $85 8 million of the company to

retrocessions, but there was no real risk transfer out of the failure of the Arkansas and Indiana courts to issue obtain an insurers' agreement to pay $190 million over

these commonly owned companies These fund
transfers were to respond to management's plans for
tax avoidance and to fund their parent conglomerate's
acquisitions

The transfers eventually resulted in some $926
million investment in Baldwin-United subsidiaries for
these six insurers' portfolios

In the transfer, the funds were moved between the
Arkansas and Indiana insurers In the rehabilitation
proceeding, the two states decided to handle the six
companies' rehabilitation as a single pool and not
untangle each of the intercompany transactions This

decision was based on the rehabilitators' belief that if
these transactions were unraveled, it would be
inequitable and disadvantageous to some of the
policyholders and it also would result in complex and

uncertain counterproductive litigation between the

rehabilitators

Neither rehabilitator nor state court considered the
cost and saving or the productivity of having one
rehabilitator instead of two, and thereby avoiding
duplication of work In the interest of maintaining each
state's right to the patronage and power of this large,
multibillion-dollar proceeding, the policyholders' and
claimants' rights were subordinated

Both states' proposals of rehabilitation were opposed
by several parties recommending modification,
however, the courts of both issued identical orders
approving the rehabilitation plan

While these rehabilitation plans were approved, a
rash of lawsuits arising out of these insolvencies were

instituted A federal bankruptcy action was instituted

a final order of rehabilitation so that policyholders of

11 years for payment of claims and creditors If this had

other states with guaranty funds could be recompensed been accepted by the Vermont commissioner, the

In addition, the bankruptcy reorganization plans
being considered for the parent conglomerate are not
involved in the dual state administration of the six

insurers The class-action suits in the federal court

proposed effect would have been to give the company a
positive net worth in 11 years

The payments of the $190 million were not pledged
to coincide with claim maturity, but were structured to

numbered 200 or more, which were consolidated under permit the obliger to use this interest income from the

the multiple litigation rules of the federal court into a
single proceeding
If, as has been alleged in class actions against the

$85 8 million and thereby increase the funds available

for claims

The proposal was rejected by the commissioner on

brokerage firms that sold the single-premium deferred the grounds that only a full loss-portfolio transfer, in

annuities, the contracts are security transactions subject which there would be an unequivocal assumption to

to Securities and Exchange Commission rules and law
and are not life insurance policies in that they lack a
mortality contingency, then their insolvency may be
subject only to federal bankruptcy Jurisdiction

If these companies were subject to the federal

pay all claims when due, would satisfy statutory
solvency

In short, the commissioner's prerogatives were
limited to a situation of all or nothing at all The
commissioner found other objections to the proposal,

bankruptcy laws, then there would be no duplication of one of which was that it provided excess profit to the

rehabilitation and no need for ancillary proceedings

The reorganization of these companies would all be

1
'In some states, guaranty funds will
be responsible for the (Ambassador)
claims. In most, however, the
claimants and policyholders are left

without coverage.’

within a single court Jurisdiction, and the creditors’
committee would be made up of a class of creditor

against the Baldwin-United parent Class actions were policyholders represented by a claimant from a state

instituted in the federal courts against brokers and
agents who marketed the policies

In the class action, six state guaranty associations
intervened to oppose a proposed settlement by the
stockbrokers-agents These associations intervened

with significant liability exposure
The federal court would have no problem triggerng

insurer and the brokers who formulated the proposal

The commissioner indicated that he could purchase a
single-premium deferred annuity at lower cost and
higher yield, and that he may in fact purchase one in
his efforts to preserve the Ambassador estate during
liquidation

This action by the commissioner to save the estate
unnecessary cost or commission is laudatory, but it will
not help the policyholders facing liquidation,
Judgments and claims

If the court had the power to order a structured
payment program and/or a partial reduction of claims,
then the assets of the insolvent insurer could be used in
an immediate program to help claimants and
policyholders

In the Ambassador case, while the Vermont

commissioner is concerned about protecting the estate

the guaranty funds by a final order of rehabilitation or from depletion by rejecting this plan, he has accrued

by calling the procedure what it is-a liquidation,
delayed by 31,2 years. The result would be a less costly

almost 18 months after the suit was begun, alleging that administration and a higher yield to the policyholder

the settlements were insufficient and that these state

guaranty associations could be liable for any losses
suffered by their residents

In 12 states where the Baldin-United life insurers

were licensed, ancillary actions were commmenced by

The case of the Ambassador Insurance Co of
Vermont further highlights the inadequacy of state
insolvency laws

Ambassador is domiciled in Vermont and wrote

insurance in 49 states and the District of Columbia The

some $11 436 million in expenses between Nov 10, 1983
and Oct 31, 1984, of which more than $254 million
represents rehabilitation expenses The Vermont
commissioner used a law firm in Ohio, which cost
$732,679, a law firm in Washington, which cost
$179,110, and a consulting firm in New York, which
cost $960,025

Other states in which Ambassador was licensed have

these state regulators to take possession of any deposits claims of Vermont policyholders represent less than 1% begun proceedings to assume control of Ambassador

and letters of credit held in these states

Arkansas and Indiana policyholders of these

of the loss reserves The Vermont Insurance

Department also is among the smaller insurance

companies are the fewest in number and the smallest in regulatory offices

dollars of liability The rehabilitation orders of
Arkansas and Indiana were interlocutory orders and
not the final orders of rehabilitation that would have
triggered many of the states' guaranty associations to
pay policyholder claims Because the orders were
interlocutory and not final, the rights of those
out-of-state policyholders to be repaid their losses by
their state guaranty funds were held in limbo
Ninety-five percent or more of the $4 63 billion in
policyholder liability represented single-premium
deferred annuity policies, and many of these
policyholders were retired or elderly people, to whom
these policies represented their life savings The
anxieties of these policyholders could have been

The Vermont Insurance Department did not act to
assume control of the company and obtain an order of
liquidation until the insolvency reached more than
$538 million In some states, guaranty funds will be
responsible for the claims In most, however, the
claimants and policyholders are left without coverage

The Vermont court, after a contested action by

deposits and letters of credit In a bankruptcy
proceeding, these additional actions could be
consolidated in the single court, and the court could
approve a proposal to reduce the claims and vendor
obligation by a specific percent and/or a graduated
payout of claims over time There could be a reserve
for IBNR claims, to be held until the claims are better
defined Claims pending or involved in litigation could
be subject to arbitration proceedings

The policyholders and claimants could be protected

Ambassador's management, has ordered the company's from the specter of insolvency by a proscribed and

, liquidation Some of Ambassador's malpractice
insurance policyholders are non-profit hospitals This
insurance covers long-tail liabilities and has large
incurred-but-not-reported claims

The liquidation, therefore, will be prolonged and

should extend until the statute of limitations on

removed by payments from their state guaranty funds medical malpractice has been exhausted on claims

In the Baldwin-United bankruptcy proceeding, the

Internal Revenue Service has indicated a Joint and

incurred during the policy period In New York, for

scheduled flow of funds from the assets and their
earnings Policyholders and claimants would be able to
negotiate settlements around these payments
Guaranty funds also would benefit by these partial
payouts and, since guaranty fund payments ultimately
are paid by the insurance buyer, the donsumer also

would benefit

This type of new alternative to the policyholders and

example, the statute of limitations could be as long as 24 claimants of an insolvent insurer is far more responsive

several liability of Baldwin-United and its subsidiaries years for claims occurring before July 1, 1975, and 10

of some $400 million In addition, it is alleged that the

years on a claim occurring after July 1, 1975 The

than a partial payout seven years in the future
Industry would be relieved of funding a guaranty

intercompany transactions by the six life insurers may liquidation will not provide any immediate funds fo the association and/or the administrative cost of

have increased the tax liability of some of the
companies by disqualifying them as life insurers

The rehabilitation called for in the Indiana and

Arkansas orders was not really a rehabilitation, but

insured to settle or pay claims until many of the suits
have been concluded

The liquidation is irrelevaht to the immediate
problem of the claimants and the policyholders The

liquidation would be controlled by the single federal
court

- Only the lawyers and accountants would be
adversely affected
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RMIS as a communications tool

System can be vital in presenting ideas, suggestions to senior management

By Richard S. Betterley

ANY RISK MANAGERS have used

management informa
system to provide them with the tools to
communicate more effectively with
senior management.

Considering that risk managers, as
holders of staff positions, are forced to
convince operating personnel of the logic
of each of their recommendations, the
control and understanding of
information can be a vital part of the
process.

Although many risk management
information systems are developed as
electronic recordkeeping devices, being
used to assemble claims and other
information, we have seen many risk
managers use the power of
communicating better with senior
management personnel to have a positive
effect on the decision-making process.

Rather than being delayed by an
inability to obtain timely information or
to extract key information from the mass
of data available to the risk manager, the
RMIS allows them to be an actual part of
decision-making.

A risk management information
system can possess four unique data base
attributes: data extraction, timeliness,
relational and visual support. Proper use
of these attributes can help a risk
manager do abetter job of risk

management.

- Data extraction. The ability to sift
out key information from the mass of
data that are available to the risk
manager is one of the best reasons to
obtain and control a risk management
information system.

Key data become available when the
day-to-day, mundane matters of tracking
information are turned over to an
automated computer system.

Not only does this give the risk
manager more time, but also it provides
easy access to data, enabling the user to
understand its implications. The result is
that key information is more readily
available.

Because senior management officials
have so many different demands on their
time and attention, the ability to see and
transmit key data is critical to a risk
management department's attempts to
influence corporate behavior. But, it is
essential that such information be
meaningful.

For example, often risk management
professionals become accustomed to
presenting information in familiar terms.

Discussing costs in terms of premiums,

Richard S. Betterley is president of D.A.
Betterley Risk Consultants Inc. in
Worcester, Mass. MT. Betterley isthe
guest author Of this month's RMIS Com-
mentary, which usually is written by
David A. Tweedy. Mr.

Tweedy is a risk man-

agement ,consultant

for D.A. Bettertey Risk

S Consultants. His col-

umn on risk manage-

ment information sys-
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rates and the like is easy, but it may not
be as meaningful to senior management
officials.

Expressing costs, losses, lost production
and medical expenses in terms of cost per
unit sold, per employee, per dollar of

sales or in some other way can be much

more effective.

- Timeliness. Generally, data are
available; it is just a matter of obtaining
the data in a timely manner and relating
the data to other corporate activities. This
is where an RMIS controlled by the risk
management department can have such a
large advantage over traditional
insurer-supplied systems.

Senior management officials operate in
two concurrent time spans: the short
range (What happened last month?), and
the long term (Where will we be in five
years?).

Answers to short-term questions
usually can be obtained through an

system may help you develop trending
information, but risk managers should be

cautious in its use.

Timeliness has an additional benefit.
Since so much of the value of an RMIS
can be in its use to help control frequent
losses such as workers compensation or
products liability, the ability to quickly
obtain and distribute information about
claims frequency is a tremendous
weapon, properly used.

Managers who are in a position to
affect loss control, for example, often
reject risk managers' advice on the basis
that: "Those losses occurred before | was
plant manager; since | have changed
things around here, the information
doesn't apply to me."

Timely extraction, analysis and
distribution of data can aid in countering
these objections.

- Relational. The term "relational,”

when applied to management

RMIS
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interactive system controlled by the risk
manager.

As we well know, when senior
management officials want answers, they
usually want them now. If the risk
manager is unable to provide those
answers, it creates frustration in terms of
interaction of personnel and causes the
risk manager to be branded as unhelpful.

Unfortunately, having rapid access to
out-of-date information is almost as bad
as having no information.

Frequently we have seen risk
managers report to senior management
information that is so out-of-date that it is
immediately discounted, if not rejected.
The risk manager had no better
information, but in this case found that
poor information was almost as bad as
none at all.

Those of us who practice risk
management understand that having
information that is too raw can be as
damaging as having no information at all.
However, it is better to have control over
such information and to present it with
cautionary notes, or not release it at all,
than to provide information that is so
badly out-of-date as to be unusable.

There is an important danger in using
raw claims information. For example,
initial reserves for reported claims can be
very inaccurate. Incurred-but-
not-reported claims are subject to
guesswork for all but the largest
organizations, and over- or
under-reserving of claims is
commonplace.

A risk management information

information systems, has several
different meanings. In particular, the
term has certain meanings in a data base
system.

With regard to management
information systems, and particularly
with regard to the development of
appropriate reports to risk management,
"relational” means the correlation of risk
management data with general corporate
operating data, yielding information that
relates the former to the latter.

Examples of this would be the
development of relationships between
the number of product units sold to the
number of product liability claims, or the
number of motor vehicle accidents to the
total number of fleet vehicles.

The use of such relational data is
extremely powerful for the risk manager,
allowing him or her to influence
corporate decision-making more
effectively.

But, the challenge for designers of risk
management information
systems-whether they be risk managers,
consultants, system vendors or, most
often, all three working as a team-is to
determine what reports are most
meaningful for the individual
organization.

Using off-the-shelf reports is usually a
mistake, since they suffer from the same
problems as reports from an insurance
company or self-insurance service
provider: They do not highlight the most
critical information, and therefore are

difficult to use.

It is incumbent upon the designers of a

risk management information system to
seek out and define those key bits of
information that give an accurate,
easy-to-understand picture of risk
management at their organization.
Selecting poor indicators is almost as bad
as having inaccurate data, rendering the
system less than useful.

As an example, we have seen risk
management information system reports
designed to indicate the relationship
between workers compensation claims
frequency and dollars of payroll. When
the company suffered through an
across-the-board payroll cut for
manufacturing workers, the relational
data became flawed. If the report had
been structured around man-hours
worked, the data relationships would
have remained valid.

Often relationships that appear to be
valid become flawed due to changes in
industry practice.

For example, hospitals used to be able
to analyze incident frequencies leading to
potential malpractice claims by
measuring them against total patient
days.

But, as health care industry practices
changed and more outpatient services
were provided, the number of patient
days, measured as overnight stays,
became skewed, rendering the historical
data less than useful.

It should be recognized that, since it is
difficult to predict the future, developing
ideal relational information that is
completely reliable is impossible.
Sometimes, changes in business practices
will require a rethinking of the system.
Then, it is important to have a broad data

base that contains information that is not

readily useful now, but may be in the
future.

Thus, we urge clients to capture
general risk management information
that may be useful at some later point.

* Visual support. It is easy to be
impressed by the graphic support
capabilities of various risk management
information systems. Graphs are
wonderful ways of displaying
information, particularly in terms of
trends over time.

However, don't make the mistake of
designing a package of reports that
depends upon graphic support and does
not provide underlying, more detailed
information.

Usually the "gee-whiz" aspects of
graphics wears thin after a few months,
and risk managers and senior
management people begin to ask
questions about underlying information.
If the underlying information is not
defined with sufficient detail, you and
senior management may be disappointed.

In conclusion, reporting accurately and
effectively to senior management is
tricky, with each manager having
different interests. Using an RMIS that is
inherently flexible can help you respond
to the different demands of individuals.

Properly structured and presented,
reports can be a powerful means of
communicating risk management
information. Each user is different,
though, so make sure the reports are
custom-designed, or at least modified for

your needs.
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L Today there is a sense of urgency regarding the exorbitant expense of employee benefits. Industry
professionals are concerned with the overall rise in health care costs. More specifically, employers are
continuously faced with the task of effectively communicating the most efficient usage and bottom line

Fs

value of benefits to employees.

The Business Insurance Emp/oyee Bene8ts Communication Conference is a valuable investment of
your time and dollars that makes sense for your company and for you as a benefits executive.

While examining issues critical to your professional responsibilities, the Bl Conference centers on
traditional communication tools as well as exploring new high tech trends that impact the industry.

At the Bl Conference you will gain valuable insight on employee communications. You will have a
clearer understanding of what your employees want and need to know about their benefits and how you
should present the options to them. Equally important, you will be given the opportunity to participate
and contribute your own ideas and evaluations regarding your day-to-day communications problems.

HE DOLLARS & SENSE OF COMM

AGENDA

GENERAL SESSIONS focus on the foundation of effective communication.

L i stenrminmng T oo Ermaployveass —
Suzanne Kenney, Manager, Employee Listening Services, HEWITr ASSOCIATES

After interviewing more than 29,000 employees and examining written survey responses

from 85,000 others, Ms. Kenney will present fascinating data on how employees feel

about their benefits. What are employees saying, what questions are they asking, and
what choices are they making about benefits?

Working With Consultants: The Consultant Side
George Heiring, Managing Partner, HEWITT ASSOCIATES

In the first of a two part series, Mr. Heiring offers a practical approach, injected with gentle
humor, to the ever-changing relationship between consultant and client. He addresses such
issues as what should the client expect, what is unreasonable for the client to expect, and how
clients can get themost results from their consultant.

Working With Consultants: The Company Side
Steve Wasserman. Director, Beneft Communication & Training, DART & KRAFT, INC.

In part two, Mr. Wasserman addresses the client side of the consultant-client relationship. He
will make pratical suggestions on when, where, why and how you should use consultants.
Further, Mr. Wasserman will recommend what groundwork should be done prior to and while
working with a consultant - groundwork that will save you time and money.

You Be The Judge
Herbert Zeltner, HERBERT ZELTNER CONSULTANT INC.

A dynamic speaker who sparks controversy and leads you in an energetic session, Mr.
Zeltner returns once again to the Bl Conference. He will introduce selected audio-visual
programs submitted to the EBC Competition and will offer you a glimpse of what other
industry professionals are doing.

CASE STUDIES encourage group interaction.

Your Retirees: An Untapped Health Care Cost Containment Weapon
Jeffrey M Ostroff, President, JEFFREY M. OSTROFF ASSOCIATES
Vivian Anderson, Corporate Personnel, ALLSTATE INSURANCE COMPANY

Providing medical benefits to retirees can be very costly; and expenditures will continue
to rise as the retiree population grows. Mr. Ostroff will present a brief overview of the
post-retirement health benefits issue. In addition, Ms. Anderson will walk you through a
communications program Allstate used to effectively deal with this problem. Attendees

will be given strategies which offer companies the opportunity to contain health care
costs for both retirees and active workers.

Benefits Overhaul
Steve Wasserman, Director, Benefit Communication & Training, DART & KRAFT, INC.

While producing communication materials for benefit changes may have to be done in a
tight time frame, good plan and communications design takes months. The communicator

must keep all lines of communication open during the design and production process, and
have suppliers ready to go when the job begins. In an informative presentation, Mr.
Wasserman discusses effective communications planning, what communication approach was
taken in a benefits package redesign, and how production was achieved in a short time frame.

Computers Can Talk Benefits

Pam Keeler, Director, Advanced Benefit Communications,
METROPOLITAN LIFE INSURANCE COMPANY

In an effort to increase employee understanding and perception of their benefits program,
Met Life took a new look at the employee corhmunications field. After a careful study of
benefit communications needs, Metropolitan designed an innovative program. Now, Met
employees can directly access their benefit and savings plan information through interactive
computer terminals stationed throughout Met Life headquarters. Ms. Keeler will explain the
intricacies of this unique communications vehicle and what it takes to make it succeed.

PRINT WORKSHOPS address specific communications needs.

The Power of Personalizing Print
Deborah K. Huffman, Senior Vice President,
FRANK B. HALL CONSULTING COMPANY

Ms. Huffman will address the pros and cons of personalizing print communications. How
technology is distancing the workforce from management, the pressure that "personalizing”
can place on your data base, and current applications for personalized benefits
communications, are just some of the issues she will discuss. Additionally, Ms. Huffman will
compare the strengths and weaknesses of traditional vs. laser print materials, and will provide
good and bad examples of personalized communications using both techniques.

Standard Print Communications & Print Enhancement
Martin Lapidus, Consultant,
TOWERS PERRIN, FORSTER & CROSBY

To effectively communicate benefits to employees you must have a precise understanding of
the issue at hand. You must also anticipate what reaction management expects from
employees. Mr. Lapidus suggests that it is the nature of the benefits program (positive change,
negative change, update, etc.) that helps determine the elements of effective communication.
Further, he offers a practical approach to what management's goals should be in
communicating benefits to employees.

TASK FORCE is a challenging professional forum.

Designed to encourage idea-sharing among attendees, the task force is perhaps the most
intriguing component of the Business Insurance Conference. At the time of registration we
invite you to submit questions, problems, or issues on benefits communications (see
registration form). During this session the group will be divided into small task force units.
Within this unique "give and take" framework you will discuss and evaluate the proposed
communications problems with your professional counterparts. Each task force will then have
the opportunity to state the problem and present their findings to all attendees. The task force
is a stimulating forum where your input is an integral part of the Bl Conference learning

expenence.
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The Grand Hyatt Hotell,
New York City

This year our Conference format covers four major areas. While meeting as a large group, the general
sessions focus on the foundation of effective communication. Small case study meetings encourage
group interaction, and rotating schedules afford you the opportunity to attend all three sessions. Print
workshops will center on two techniques - standard and laser printing - and you can select the one
which best suits your needs. The task force, a new component of the Bl Conference, is a challenging
forum where you actively partake in evaluating the "real life" problems confronting communicators. We
encourage you to submit your problems, questions or postulates of benefits communications on the

attached registration form.

Highlighting the 1985 Bl conference is the 13th annual EBC Competition Awards Presentation. Print
programs submitted to this year's Competition will be available for review in the EBC Gallery. Another
feature, the Benefits Literature Gallery, is where you can collect some of the latest information available

from consultants, insurance companies and service organizations.

UNICATING EMPLOYEE BENEFITS

EBC COMPETITION

EBC AWARDS LUNCHEON
Alfred Malecki, Publisher, BUSINESS INSURANCE

At a luncheon honoring the winners of the 13th annual EBC Competition, awards will be
presented to those companies who have excelled in communicating their employee benefits
programs. One of the winning audio visual programs will be shown.

Al limited number of additional seats are available for the EBC Awards Presentation luncheon.

Tickets are $50.00 each, available on a first come-ftrst serve basis; advance reservation is
required. Please contact the Registrar.

REGISTRATION

The Business Insurance Conference opens Sunday evening, August 4, with advance
registration and cocktail reception. Sessions begin Monday, August 5, at 8:45 am and adjourn
Tuesday, August 6, at 4: 15 pm.

The cost is $575. A 10% discount is offered to additional registrants from the same company.

The fee includes sessions, workbook and educational materials, breakfast, coffee breaks,
luncheons and cocktail reception.

Payment required with registration.

All cancellations must be received in writing. A full refund will be made on cancellations

received prior to July 5. A $100 service charge will apply to cancellations received after July 5.
No refund will be made on cancellations received less than 5 business days prior to the

conference.

However, if your plans change at any time, you may substitute the name of another person
from your company without penalty.

All registrations will be confirmed in writing.

To register, simply complete the form and send it along with your payment to:
Business insurance, Communication Services Department
220 E. 42nd St., Suite 930, New York City. NY 10017

For additional information call: Ann Vazquez, Registrar, at 212/210-0137

HOTEL ACCOMMODATIONS

We have set aside a block of rooms at a spedal rate at the Grand Hyatt Hotel in New York
City. Rates available to Conference Registrants only: $100 single; $125 double.

You must mention the Business Insurance Benefits Conference when making your

reservations. Hotel cards will be included with your Conference Registration Confirmation. Or
call the Grand Hyatt Hotel at 212/883-1234; or toll free at (800)228-9000. These rates will be
honored only until July 22.

8171151

REGISTRATION FORM

Please register me for the 1985 Bl Conference

**The Dollars & Sense of Communicating Employee Benefits"
August 5 and 6

The Grand Hyatt Hotel in New York City

Name

Title

Organization

Address

City State Zip

1 Business Phone ()

1 Additional Registrants from my organization:

Name

Title

C Payment Enclosed Il Visa |l Mastercard El American Express

Account # Exp. Date

Signature

Mail to:

Business Insurance Communication Services Department
220 East 42nd Street, New York, NY 10017

For additional information call: Ann Vazquez at 212/210-0137

| want to attend the following Print Workshop--select only one:

0 The Power of Personalizing Print
Il Standard Print & Print Enhancements

Registrants are invited to propose their day-to-day benefit communication
problems or issues for evaluation at Task Force sessions. Due to time restraints,
not all proposals can be addressed. Use the space provided below to submit
your suggestion:

(attach additional sheet if required)
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THIS IS THE PLACE

il G ARONGSTERM

INSURANCE.

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 yourcus-
tomers. We do the work, you get the credit!

« Lessors Excess Liability « Primary Physical Damage
« Lessors Contingent Liability « Primary Liability Coverages
. Contingent Physical Damage - Interim Car Coverages

- Residual Value Insurance

PAIGE-RUANE, INC.
INSURANCE

ill
We invite your The Irwin Building
460 N. Gulph Road
King of Prussia, PA 19406
(215) 265-4170

inquiry and your
business. Write or

call Ron Ruane.

Physical Damage by

*lotors Insurance

me Ins,ance People from General Motors

Commercial airlines experience
record losses in first half of '85

By STACY SHAPIRO

LONDON Aviation hull un-
derwriters could be hit with record
losses this year.

Commercial airlines have suf-
fered larger losses in the first six
months of 1985 than in any entire
year except for 1983, according to
Airclaims Information Digest, a
London publication.

So far this year, the loss of nine
western-built airliners has cost
aviation hull insurers $244 million,
according to Airclaims.

In 1983, aviation hull insurers
paid a record of $302 miillion in
claims stemming from commercial
aviation losses. But, in the first six
months of that year, 11 western-

1 london line

built aircraft with an insured value

of only $54.2 million were des-
troyed, or less than a fourth of the
value of the aircraft lost in the first
six months of this year.

The nine losses in the first half of
1985 include two of the most ex-
pensive ever. On March 16, a
French Boeing 747 jetliner owned
by Union de Transports Aeriens
caught fire on the ground in Paris
during cleaning operations. There
were no fatalities, but the hull loss
cost insurers about $85 million.

On June 23, an Air India Boeing
747 crashed off the Irish coast, kill-
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Amid the many reference tools available. there
is one unique source book that identifies the major

buyers in the commercial insurance industry.

The 1985 Business Insurance Directory of Corporate

Buyers of Insurance. Benefit Plans and Risk Management

Services. which features listings on more than 2.000 U.S.
corporations, will be available in August.

The BI Directory provides an expanded list of the major buyers

plus corporate address and phone, information

on company sales volume and employee population. Access to data is

easy with complete alphabetical listings and condensed indexes by size of

company and geographic region.

Buyers and sellers alike use the Bl Directory. As a buyer. the directory helps you

identify your corporate counterparts; and as a seller, you can pinpoint these influential

by name and title

buyers and reach them easily.

Avoid commercial insurance gridlock-order your 1985 Bl Directory today. After all...

the Bl Directory is the route to take.

Business Insurance Directory
Single Copy Sales. 740 Rush Street. Chicago. IL 60611

Please send me

81 7/15

copies of the Business insurance Directory of Corporate Buyers of insurance, Benefit Plans

and Risk Management Services $50 each; $40 each for 5 or more

Bill me

Account # Exp. Date
Name

Company

Addre«

City State 7ip

Signat,ir,

Title

Telephone C )

plus $5 additional charge for handling: El Payment Enclosed; 0 Visa: E] Mastercard

A6
SR

AGER

Y

ing 325 people. The total hull loss
has been estimated at $95 million,
including the cost of a spare engine
that was on board the aircraft (Bl,
July 1).

Sedgwick divests

Lloyd's of London broker Sedg-
wick Group PLC. has divested the
last of its Lloyd's of London man-
aging agencies.

Sedgwick has sold Sedgwick
Forbes (Lloyd's Underwriting
Agents) Ltd. to Newco, a company
formed by the underwriters of the
syndicates managed by the agen-
cies-P.R. Chandler, R.E. Thorn-
son, Richard Ballantyne and W.E.
(Eddie) Simms-and S.J. Cox and
R.A. Denton, two agency directors.

Newco will pay Sedgwick 3 mil-
lion pounds ($4 million) for the
agency, 2 million pounds of which
will be paid now, while the re-
maining 1 million pounds, plus in-
terest, will be paid by 1993.

In addition, Newco will pay an
additional 1.25 million pounds
($1.65 million) from profit commis-
sions earned by the agency on syn-
dicate during the 1983 to 1989 ac-
counting years.

The transaction will be finalized
on Dec. 31.

Lloyd's results
Despite Lloyd's of London

Chairman Peter Miller's recent
statement that Lloyd's will earn an
overall profit of 50 million pounds
($64.5 million) for the 1982 account-
ing year, Lloyd's members will lose
money for the year, Lloyd's of
London member John Rew told the
Assn. of Lloyd's members' annual
general meeting (BI, July 1).

"The profit that Lloyd's states as
profit to names does not take into
account a list of all the expenses
like profit commissions," which is
the commission earned by a man-
aging agency for handling a syndi-
cate's business, said Mr. Rew. Also,
Mr. Rew says, Lloyd's tallies its
profit figures using pretax rather
than aftertax investment income.

After deducting expenses and
taxes, "names will not make a
profit," said Mr. Rew.

In fact, Lloyd's members will
suffer an overall 50 million-pound
loss, Mr. Rew said, even if the mar-
ket posts a profit.

Recently, Mr. Miller estimated
that when Lloyd's global results for
1982-the year just ended under
Lloyd's three year accounting sys-
tem-are formally announced in
September, Lloyd's will show an
overall profit of 50 million pounds.

Mr. Miller made this unprecen-
dented forecast after the Assn. of
Lloyd's members predicted an
overall market loss of 70 million to
100 million pounds ($92.4 million to
$132 million) (BI, May 20).

Meanwhile, Mr. Rew says he and
several other Lloyd's members bid
1.85 million pounds ($2.44 million)
for one of the two underwriting
management units that Alexander
Howden Group P.L.C. said last
month it would sell to two groups
of Alexander Howden Under-
writing Ltd. officials.

Mr. Rew said his group bid for
the smaller of the two Howden un-
derwriting units, whose syndicates,
according to Mr. Rew, have a stamp
capacity of 30 million pounds ($39.6
million).

Howden announced last month
that the management agency will
be sold to the Howden under-
writing officials for 1.5 miillion
pounds ($2 million).

A Howden spokesman says Mr.
Rew's offer was considered but "it
was rejected by the professional
underwriters of the group.” .



Public entities

Continued from page 3

The pool retains $100,000 per oc-
currence and is currently seeking
to replace its $4.9 million excess in-
surance program that expired July
1. The coverage had been written
by Century Indemnity Co. of Hart-
ford, Conn., which has since with-
drawn from the public entity liabil-
ity market, Mr. Epps said.

- The Michigan Municipal
League's property/casualty pool,
which now has 120 members, at-
tracted 50 new municipalities last
year and about 40 others so far this
year, says Eugene Berrodin, direc-
tor of insurance services for the
pool and president of the pooling
section of the Public Risk & Insur-
ance Management Assn.

Besides the existing pools, new
public entity pools are springing up
across the country:

- Sixteen New Jersey munici-
palities formed the Bergen County
Municipal Joint Insurance Fund in
January to maintain broad cover-
age at a reasonable cost (BIl, Dec.
24-31,1984).

Since the pool began operating in
January, seven new members have
joined, bringing the total to 23. In
addition, six other small municipal-
ities are expected to join by the end
of the year, according to Joseph L.
VVozza, executive director and ad-
ministrator of the Park Ridge,
N.J.-based pool.

The pool's $2.25 million annua-
lized premium volume represents
an aggregate 5% decrease from
members' 1984 insurance costs, Mr.
Vozza said.

The pool provides general liabil-
ity, workers compensation, auto,
property and liability coverages,
including public officials and police
professional liability coverages.
Only a $500 deductible for property
claims is required.

The pool retains $100,000 per oc-
currence on all lines and its aggre-
gate losses are capped at $1.3 mil-
lion annually. The pool has $11
million per occurrence of excess li-
ability insurance and $52 million
per occurrence of excess property
insurance, Mr. Vozza said. Un-
derwriters at Lloyd's of London
write the excess coverage.

Although less than 1 year old, the
pool has inspired 13 other towns in
southern Bergen County to partici-
pate in a feasibility study that could
lead to the establishment of a sepa-
rate pool that Mr. Vozza said he
would administer.

- Five of the largest cities and
counties in Wyoming plan to
launch a pool by Oct. 1 that would
provide general liability, auto lia-
bility, public officials liability and
property insurance. They are ex-
pected to be joined by three other
counties and six other municipal-
ities by the end of August, said
Frank Gardner of Casper, Wyo.,
who is risk manager for Natrona
County, Wyo.

Mr. Gardner said the program
has not yet been finalized and
could not furnish specific details.

Risk management consultants
and brokers agree public entity
pooling will grow further.

Pools now probably write less
than 5% of public entities' general
liability and workers compensation
coverage, but that will grow to
about 50% in the next 10 years, esti-
mates H. Felix Kloman, principal
and associate director at Tillinghast
in its Darien office.

Municipal officials faced with
high premium hikes are saying: "If
we are going to pay this kind of
money, let's put it into our own
pockets and take our own lumps,"
Mr. Kloman said.

"The pools will grow tremen-
dously in the next five to 10 years,
even if the market changes," said
David McGurn, division vp with
broker Arthur J. Gallagher & Co.
in Rolling Meadows, Ill.

"l sense that there will be steady
if not spectacular growth among
public entity pools," said Donald L.

Jones, special assistant to the exec-
utive director of the National
League of Cities in Washington.

Besides offering coverage that
may not be available from com-
mercial insurers, pools can offer
savings to public entities.

Webster Groves, Mo., a St. Louis
suburb with 23,000 residents that
joined the Missouri pool on July 1,
expects to cut its insurance costs by
about $60,000, or 1% of the city's
overall budget of $6 million, said
Joe Morrison, Webster Groves' city
manager and director of finance.

The suburb will pay $209,000 to
MIRMA for coverage almost iden-
tical to the coverage it purchased
from several commercial insurers
last year, he said.

Pools should cut public entities'
insurance costs by at least 10%, esti-
mated Frank James, general man-
ager of the Redwood Empire Mu-
nicipal Insurance Fund, a pool that
includes 14 public entities in north-
ern California.

Besides saving their members
money, pools often provide higher
limits and broader coverage than
commercial insurers because:

= Their total loss exposure is
sometimes large enough to make
risk more predictable and less
costly to handle.

* Pools usually emphasize loss
prevention and require members to
take certain loss-control steps. Re-
ducing the number and severity of
losses also cuts members' costs.

* Pooling eliminates the profit
margins and commissions the pub-
lic entities must pay in the com-
mercial market. Also, pool mem-
bers recoup the interest earned by
reserves.

« Depending on state laws, pools
generally can avoid paying pre-
mium taxes.

- They allow for better cash
flow because premiums are often
paid monthly or can be arranged to
meet local income schedules.

However, the tightening insur-
ance market is creating some prob-
lems for pools. Just as individual
public entities are having a hard
time finding adequate municipal li-
ability coverage at reasonable rates,
pools are finding it difficult to pur-
chase excess insurance and reinsur-
ance, said Mr. Jones.

For instance, MIRMA, the Mis-
souri pool, is still trying to replace
the excess coverage written by
Century Indemnity that expired
July 1.

The 270-member League of Min-
nesota Cities Insurance Trust had
to settle for lower reinsurance
limits when it renewed on June 1,
said Peter Tritz, the league's re-
search director.

Previously, the pool had $2 mil-
lion of quota-share reinsurance
that attached at 90% of the pool's
gross premium volume. Now, the
pool only has $900,000 of reinsur-
ance that attaches at the same level,
though Mr. Tritz noted the current
program is written on an excess-of-
loss rather than a quota-share basis.

Even TML stopped accepting
new proposals for membership
from mid-April through June 1 be-
cause sufficient reinsurance was
not available, Mr. Fey said. By
June, the problem was resolved, he
said.

Gallagher's Mr. McGurn said ex-
isting pools with a proven track
record may be able to retain public
officials and police professional lia-
bility excess insurance and reinsur-
ance because insurers will perceive
them as a better risk than individ-
ual public entities.

Pools generally may be more
likely to hold onto their excess in-
surance or reinsurance than an in-
dividual public entity is to retain its
umbrella liability policy, Mr. Berg
added, because of the increased
leverage in group purchasing and
reinsurers' awareness of a pool's
demonstrated commitment to loss
control.

According to Tillinghast's Mr.
Berg, the only obstacle that could
slow the growth of public entity

pools is if new regulations re-
stricting pooling are enacted.

Currently, public entities' self-
insurance pools for workers com-
pensation risks are subject to
tighter state regulation than pools
writing other lines, including gen-
eral liability coverage.

For example, state regulators
must approve the Michigan league
pool's workers compensation rates,
service company and work comp
dividend payments, said Mr. Berro-
din. No prior approval from the
state is needed for the pooling of
property/casualty coverage,
though the state requires that the
pool be audited, he added.

Last year, the National Assn. of
Insurance Commissioners adopted
a model law for regulating public
employers' workers compensation
pools (Bl, June 18, 1984).

The model law offers guidelines
for states that regulate public entity
work comp pools.

During the next soft market, in-
surers may try to recapture pre-
mium revenue lost to pools by lob-
bying for increased regulation,
which could slow the growth of
pools, some observers say. How-
ever, some pool managers disagree.

"It is hard to understand how in-
surance companies will compete”
with pools, said Mr. Berrodin. He
pointed out that insurers have to
pay taxes and add a profit margin
to premiums, while the pools need
only to meet their costs. "
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WE'RE TRUCK WRITERS!

We use "A" rated paper.
We write PHD, Cargo, Fuel Bonds,
WC, GL and Primary.
We write individuals and we write fleets.

OUR TRUCK UNDERWRITERS ARE

Wally Crapo - Formerly of Alexander

Howden
Guy Stephenson - Fbrmerly of Occidental
John Majewski - Fbrmerly of Carolina
John Fbrtune - Formerly of Carolina
Mike Lane - Formerly ofliansportation G.A.
Herbert R Baker
President

(Former Vice President of Zurich of lllinois)

Agency contracts available for truck producers

TRUCK UNDERWRITERS
OF AMERICA,INC. ®

1655 Peachtree St., Suite 520, Atlanta, GA 30309 TELEX: 804319

c 1984 American Truck Underwriters, Inc. (TM)
All Rights Reserved

Exciting Group Workers'
Compensation Programs

RECREATIONAL MARINE INDUSTRY GROUP...
for marinas, boat dealerships and all allied segments of the industry;

program includes U.S.L. & H.

SECURITY INDUSTRY GROUP...

for security guard, detective and patrol agencies, burglar & fire alarm

monitoring, sales & installation.

Cover X has long advocated the use of mass purchasing power to reduce

insurance costs and create a stable market.

Both programs are now underwritten by Cover X on behalf of major A+ XV insurance carriers and

Be the competition . .

are available in most states.

Come to CoverX.

For further information or applications call or write .

COVER CORPORATION

P. O. Box 5096, Southfield, Michigan 48086

Telephone: (313) 358-4010

Telex: 23-5635
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Trenwick Re have been to.d their Jobs are the policyholder's captive insurer, in 1984, Mr Billett revealed, but he Rosser, who is chairman of the
guaranteed onky until July 1986 allowing the captive in Bermuda to dechred to release the results of BIUA o )
Continued from page 2 After that, :he two remaining buy its own reinsurance the privately held group More captive insurance also will
cess & Treaty Reinsurance Corp Trenwick operations in Bermuda In those instances, Trenwick Re's Meanwhile, in Bermuda, there's be formed in Bermuda and "spe-
"We saw the winds of change in may require only half the ctrrent unauthorized status was irrelevant httleoy at Iosin% the high-profile cialized facilities, like the Bermuda
1982 and concluded we had to get staff However, ceding companies are Trenwick or the prestigious INA Risk Exchange, will flourish," Mr
onshore,” Mr Billett said Mr Billett grojects that Tren- now security-conscious and shy of International as underwriters and Rosser also predicted
Excess & Treaty's name was wick America P.e, Rhich is licensed reporting unauthorized reinsur- members of the Bermuda Indepen- The Bermuda Risk Exchange
changed to Trenwick America Re- in 41 states and has $20 mill.on of ance in their annual statements dent Underwriters Assn - will write $8 million in premiums
insurance Corp, and at the end of statutory capital and surplus. will Ceding companies don't want to But, losing two more members in this year, compared with Just more
1984 Trenwick bought out the mi- underwrite $23 million in premi- buy reinsurance from unauthorized the last three months is not indica- than $1 million in 1984, said Mr
nority investors and contributed an ums this year reinsurers. And, insurers that front tive of the demise of reinsurance Rosser, who also IS the under-
additional $825 million in capital Trenwick Re's iremiums will for captives want to cede to cap- business in Bermuda, the chairman writing services manager for the
In 1984, Trenwick America Re total only $10 mill.on in 1985 and tives only the amount of risk the of the now 16-member un- 18-member exchange ) )
wrote only $5 million of the group's by 1986 will be $5 million, or less, captive will retain derwriters’ group asserts Exchange members write pri-
$26 million in premiums all generated by Trenwick opera- “Fronts are purchasing reinsur- The existing reinsurance com- mary and excess property, casualty
And, as recently as April, T.en- lions in the United States ance now, not captives, and they panies here will stay here and grow and marine risks submitted by its
wick executives had said that while In 1983, all of Trenwick's $17 4 want admitted reinsurers," Mr Bil- stronger," predicts Robert J membership

some underwriters and conven- million in premiums were written lett said
tional reinsurance business were _n Bermuda Trenwick's transfer of all under-

being transferred from Trenwick Mr Billett maintains today that writing from Bermuda does not I NA I nte rn atl O n al O Ut, tOO
Re in Bermuda to Tren,uck the 1978 incorforation of Trenwick mean Trenwick is abandoning cap- . .
America Re in Westport, Trenwick in Bermuda was the r.ght strategy tives in Bermuda "We still want to Bermuda-based INA International Insurance Co Ltd, which had
Re would maintain underwriters in at the time be active in that market,” Mr Bil- slashed ItS 1985 reinsurance underwriting in Bermuda to only renewals of
Bermuda and remain a market for A small company that began op- lett stressed, using Trenwick international property treaties, is completely out of commercial reinsur-
captive reinsurance and self- erations in 1980, Trenwick could America Re ance underwriting in Bermuda ) o
funded programs project a high profile in Bermuda But, as capacity for conventional The CIGNA Corp subsidiary ceased accepting even this limited renewal
But, about a month ago, Mr Bib And, with captives as target clients, reinsurance continues to shrink, business May 28, after writing about $900,000 in premiums in 1985
lett said, Trenwick execunves de- the largest captive insurance com- Mr Billett expects that Trenwick CIGNA decided to stop all underwriting in Bermuda because the risks it
cided "there was no reason to hold pany domicile also was a logical America Re's mix of business will was offered m Bermuda had already been offered other CIGNA companies
out hope for Trenwick Re ' honne shift more toward conventional re- around the world w here the risks originated, said newly appointed CIGNA
With underwriting having For the first few years, Trenwick insurance of commercial insurers Bermuda Cos President Garry Madeiros
ceased July 1, the two underwriters Re's unauthorized status in the In Bermuda, Trenwick's rent-a- “There was no underwriting sense to look at something we had already
remaining in Bermuda-Jacques United States did not deter U S captive program, TGIC, is capital- seen," explained Mr Madeiros, who had been vp and treasurer of INA
Bonneau and Robert Cooney-are fronting compankes from placing ized at $5 5 million It now serves 20 Bermuda Cos, the former name of CIGNA comganies in Bermuda

being moved to Westport by Jan 1 reinsurance for captives with clients that generate premiums of Disbanded with the end of underwriting in Bermuda was the INA Inter-
Furthermore, the 22 Trenwick Trenwick Re, Mr Billett said $40 million annually national Quota Share Program, under which 15 captive insurance com-

employees remaining in Bermuda And, until recently some front- Trenwick also manages seven panies were ceded 55% of the reinsurance business written by INA Inter-

to operate Trenwick's rent-a-cap- ing companies would cede large captives in Bermuda national in Bermuda ) o )

tive program and manage captives portions of a corporation's risk to As a group, Trenwick lost money In 1984, INA International had written $13 million in treaty reinsurance

premiums in Bermuda

Four of CIGNA's 57-person staff m Bermuda lost their jobs as a result of
the decision to stop underw riting Irmgard Viera, vp-underwriting for INA
International, will Join Marsh & MelLennan in Bermuda on Sept 3

INA International continues to operate, but only as a retrocessionaire of
other CIGNA companies, which have been its primary source of business

Of $320 million in gross premiums booked in 1984 by INA International
in Bermuda, only $15 5 million had been written in Bermuda

CIGNA also continues to manage 22 captive insurance companies in
Bermuda, under the new name of CIGNA International Insurance Manag-
ers Ltd And, CIGNA's Montgomery & Collins operates in Bermuda as a

D D 1 i reinsurance broker -
—Dll i
1, ' -
7/ A
m, 74*¥24 lllt*lL ]
=17, MACLEAN, ODDY & ASSOCIATES, INC.
=- 1.: 4/ :©+ ..- s:. 08,'--1
4 4.0 e Insurances effected at Lloyd's London and representmg
’ major U S insurors
T-TI

", Ext, We are pleased to announce the formation of our Financial
Services Division. This division concentrates on marketing

. . medium and large commercial, industrial, institutional, and

"o/ % Continental Underwriters, Ltd. has financial accounts specializing in
“ ,/0 ) 4 r {1 earned the confidence and respect of p 9
. a large and impre§sive clientele
-ISYL " -b_ 9-d. 3ES-,=".-} because those terms "average” and
ft ,9'4.1*;:—_1 = ri "business as usual" have no part in our - FORCE MAJEURE
- professional vocabulary During our
numerous productive years in the rranne + SYSTEM PERFORMANCE/ PRODUCT WARRANTY

insurance business, we have been dis-
tinctly unusual in our durabilily and !

4 staying power in trying hmes Equally - ERRORS AND OMISSIONS COVERAGES
unusual is our willingness to underwrite
Hull and Machinery plus Primary cnd
Excess Protection and Indemnity And
most unusual of all is the consistent
quality of our performance which gives * POLITICAL RISK COVERAGES
an added measure of secur,ly to our
clients So if you don't find "average"

e * KIDNAP & RANSOM/EXTORTION COVERAGES

appealing, please give us a call

* DIRECTORS AND OFFICERS LIABILITY

- BANKERS BLANKET BOND COVERAGES

Continental

Underwriters. Ltd. For further details, please contact Terry Jacobson

John Hanna
419 Decatur St

New Orleans. LA 70130 —
Telephone (504) 581-7493 -
Telex 754622 CULT[) UD

Telefax (504) 581-7497

Lafay Westbrook

2121 San Jacinto, Suite 1818, L.B. C Dallas, Texas 75201
(214) 969-0090 Telex 163191 FAX. (214) 9224113

Corresponde« lloyd's london
(Exclusively through Agents and Brokers)



July renewals

Continued from page 1

said Mr. Polstein. "We also lost
terms and conditions. And, pricing
is as wild as you want to believe,"
he said.

Mr. McDougold said at one point
in mid-May there was a real con-
cern at James that some clients
would not obtain a renewal quote.
However, in the end all placements
were made.

"But, they're getting you on
three bases: Capacity is diminished,
prices are increasing and coverage
is slowly being eaten away," Mr.
McDougold says.

"l don't think I've ever seen a
market as dynamic as this one," he
adds.

"It has been a bloody renewal
season. . .pricing increases that are
unbelievable,” said J. Patrick Gal-
lagher, area executive vp with
Arthur J. Gallagher & Co. in Roll-
ing Meadows, lIl.

"It was a scramble to keep cover-
ages in place," said Robert E. Gal-
lagher, president and chief execu-
tive officer of Gallagher. He de-
scribed the July 1 renewal process
as "slipping and sliding; zigging
and zagging" to place coverage.

"At 6 p.m. June 28 we still had 40
telexes to get out,"” adds J. Patrick
Gallagher.

"It was a very hectic, unpleasant
experience," said William B. Con-
ner, president of Robinson-Conner
Inc. in Erie, Pa.

"We were working right up to
the last hour and beyond that. No
matter how early you started, you
didn't get quotes back from the in-
surers until two or three weeks be-
fore (the renewal),” Mr. Conner
said.

"We still have some renewals
pending, in the areas of excess
limits,"” he said. "We'11 be able to
close them, but not necessarily at
the previous limit because of the
cost,"” Mr. Conner said.

John L. Wortham & Son in
Houston also had some "bits and
pieces" of renewals pending after
July 1, but managing partner Fred
Burns was confident that those re-
newals would be completed, al-
though also with lower limits.

At the Bartlett Agency Inc. in
Moline, lll., about 15% of the July 1
renewals-primarily those involv-
ing umbrella coverage-were still

incomplete last week, said Presi-
dent Richard Miles.

"This is the first time ever that
this has happened,” Mr. Miles said.

"l think the market is worse now
for a whole litany of new reasons,"”
said A&A's Mr. Polstein. For one
thing, primary insurers' capacity
has been cut by restrictions im-
posed on them by reinsurers, he
said.

But in addition, brokers' choice
of markets also has been limited by
the number of lower ratings A.M.
Best Co. has assigned insurers (Bl,
July 1). Brokers generally do not
place business with markets rated
lower thanmn an A without written
permission from the buyer.

"The new Best ratings have had
a very adverse effect (on the mar-
ket)," he says.

"We are virtually precluded
from using a lot of fairly major
markets because of quality consid-
erations," agrees Stephen Crane,
chief financial officer with Cor-
roon & Black Corp. in New York.

"There is a level below which we
will not go unless the client insists
on it in writing and recognizes the
risk," Mr. Crane says.

"l don't think we've heard all the
bad news in terms of security of
these markets," he adds.

"l think some companies have
stepped up and bitten the bullet,
but others still have a lot of self-re-
alization and atonement to do,” he
says.

One significant difference be-
tween the January renewal period
and the current period is that in-
surers are now holding back avail-
able capacity because they are con-
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cerned about maintaining an ac-
ceptable premium-to-policyholder-
surplus ratio, says Bill Bradford, a
senior vp in the casualty depart-

ment of Johnson & Higgins in New
York.
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This has prompted moratoriums
on writing new business, brokers
say. fFfacts you meaed quickliy." |

The theoretical capacity of the
marketplace hasn't decreased that
much from Jan. 1 to July 1, says
Lawrence J. Drake, managing
director of M&M in New York, but
moratoriums for certain periods of
time, certain geographic regions or
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New York: 220 East 42nd St.. NY 10017 (212) 210-0137

HIGH- TECH LOSSE

Absolutely Brilliant and Futuristic High-Tech Thinkers often ignore (or are
unaware of) the old standbys of good loss prevention practices as they apply to the
protection of property and profit. During the past fewyears, Industrial Risk Insurers
has found a great amount of intellect and energy devoted to the acceleration of tech-
nological growth, but a lack of knowledge and control over the ordinary dangers of
combustible contents, combustible construction, and special hazards. Let's examine &

few examples in the semiconductor industry:

Research Laboratory. April 1983. Northeastern U.SA Cause: immersion heater
in polypropylene tank. Sprinkler protection: none. Damage: immediate booth
destroyed; entire cleanroom contaminated. Estimated loss: $1.7 miillion. IRl Com-
ment: this kind of loss is becoming as common as an old shoe. With immersion
heaters and plastic tanks, it's not a question of whether a loss will happen, but when.

The double trouble ofthis loss was the combination ofthe immersion heater in the

plastic tank and a cleanroom which lacked sprinkler protection, yet was loaded with

combustibles.

Fabrication andTestingArea. April 1981. West Coast U.SA Cause: silane gas
released to fiberglass reinforced plastic duct; ignition followed. Sprinkler protection.
complete above and below ceiling, but lacking within the duct. Damage: exhaust
ductwork destroyed; damage to computer system, other equipment and stock. Esti-
mated loss: $ 1.6 million. IRI Comment: after the loss, it was determined that the
nitrogen purge system was inadvertently shut off, permitting undiluted silane to
contact air and ignite spontaneously A critical omission in this incident was lack of
sprinklers in the plastic duct, although a case could be made for using noncombus-
tible duct in the first place.

Wafer Fabrication Section. February 1985. Western Europe. Cause: immersion
heater in a plastic wet bench (sound familiar?). Sprinkler protection: complete,
except for spaces above noncombustible, suspended ceilings. Damage: wet bench and
exhaust hood damaged beyond repair; corrosive fumes caused serious damage to
highly sensitive electronic and optical equipment. Estimated loss: $5.4 million. IRI
Comment: another classic case ofwhen, which completely interrupted production
for two weeks and partially interrupted it for 14 weeks more.

There Have Been Many Losses in the Semiconduc-
tor Industry, andthere are still many more potential

situations which are ofgreat concern. Because of this, IRI £-=i
studied the subject and established protection guidelines 1 I -
ndustrial

Pak

JULnsurers

in an attempt to control losses in this industry The
results of this work are available in two forms: the 2nd
Quarter 1982 issue ofThe Sentinel, our external house
organ, which features a «Focus on Semiconductor Manu-
facturing”; and procedure manual section, R11.1.,titled
"Guiding Pri:nciples for the Protection of Semiconductor
Facilities: A complimentary copy of each is available
from Mrs. PA Sasso, IRI, 85 Woodland Street, Hartford,
Connecticut 06102 or call (203) 525-2601.

66,000 properties

insured worldwide

Business Insurance Editorial index.
220 East 42nd Street, New Pork, NY 10017

Please send me the following Index(es):

_ 1981 __ 1982 -1983-1984

0 $150 each year, plus foreign postage.
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When the market was soft, we con- . o . risks are also difficult to place, bro-
'Our clients used to carry $5 million to $10 million kers explain

Pollution coverage, especially,

July renewals
vinced them to carry $50 million,

Continued frompremous page and now they are distressed that
matic change is in the umbrella limit is cut down to $20 million or has been difficult, brokers say
market,” said A&A's Mr Polstein $25 million,” he said Convinced them to Carry $50 mi"ion’ and now they "The (pollution) market 15 SO
Henry A Revzan, a senior vp "We have a lot of $50 miillion . . oo . thin,” said BRI'sMr Miller If the
with Rollins Burdick Hunter Co, players that now are $10 million are distressed that limit is cut down to $20 million
says that RBH has a number of players,"” said Howard Miller, se-
pharmaceutical and railroad clients nior vp and director of sales for
for which it has not been able to fill BRI Coverage Corp in New
out all layers of excess and um- York "The umbrella market is a
brella coverages shambles " In one case, a county government All three of these public entities “Carriers are reluctant to expose
“July was much worse than Jan- Umbrella layers for smaller com- saw its premium for umbrella lia- -as well as many others-paid the themselves to exotic risks when
uary, which surprised us," said panies also are shrinking, notes bility coverage Jump to $400,000 higher price, according to Mr Rhu- they can write as much business as
Lawrence Greenfield, president of Bartlett's Mr Miles "The typical $5 from $90,000, and the new coverage len they want without those risks,
The Kaye Group Inc in New York million limit is dropping back to $1 had a pollution exclusion, Mr Rhu- "Everyone's buying, even though explains Bernard Mizel, president
"There was less capacity for any million or $2 million," he said len said the rates went up They were not of ABl Management Inc in San
risk of any size, and the degree by And, when umbrella capacity is Another municipality was hit prepared with alternatives or they Francisco
which the u mbrella capacity available, the price is sky-high, said with a premium increase to $23,000 were not prepared to go bare," he Obtaining limits of $50 million
shrunk also surprised us " Walter A Rhulen, president of from $5,200, and in a third case, a said for directors and officers liability
"Our clients used to carry $5 mil- Rhulen Agency Inc in Monticello, school district's premium Jumped to In addition to excess and um- risks also is very difficult, said
lion to $10 million in umbrella N Y $150,000 from $45,000 brella coverage, certain specialty Continued on next page

in umbrella. When the market was soft, we

coverage was secured, it was writ-
ten on a separate environmental
impairment liability form, rather
than the comprehensive general li-
ability form, he said

or $25 million,' said Mr. Greenfield.

the professional marketplace

RATES AND CLOSING TIME:
Rates: Display classified is $73.26 per column mch, mmimum of one inch. Straight
classified is $6 50 per line, minimum of 5 lines. Count 34 characters per line (include
each space and punctuation as a character). Additional $13.00 charge for blind box
ads. Responses to bhnd box ads must fit into business size envelope. Reponses are
forwarded dmly

Closing. Published every Monday Copy must be in written form by noon
Tuesday, 6 days preceding publishing date No verbal phone copy accepted.
Prepayment required. Mcil ads to Beverly Kluxdal, Classified Advertising,
740 N. Rush St., Chicago IL 60611 For more mformation call 312-649-5340.

N Sub Chicago Agency for Sale
$300000 gross comm income 65% CLAIMS MANAGER Large brokerage firm
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llc entity or corporate liability or 740 Rush St Chicago IL 60611

WANTED TO PURCHASE

keting person Salary open,
please send resume

Property and Casualty Insurance

New listing for proven producer and . R
servicer of SURETY bond accounts worker's compensation program

Strong background in construction Open until July 26. 1985 For
type accounts is obviously required more Information and applica-
Start at low to mid $405 Contact Jln tions please contact us at
Gilbert al INSURANCE RECRUI
ERS, inc . 6060 N, Central Exp #470,
Dallas. TeAas 75206 AC 214/361 9323

Box 1786, Business Insurance

740 Rush St., Chicago, IL 60611

Company

Located in Southeastern United States

GROUP ANALYST

United States Health Care Systems, the fastest growing em-

SAN BERNARDINO COUNTY Prefer licensed in Florida

PERSONNEL
157 West Fifth Street
San Bernard,no CA 92415-0440
(714) 383-2061

Write with Information to

Insurance Box 650291 Miami, Florida 33165

ployee health care company in America, is expecting its

Group Analysis Department We are looking for an indi-

ifi o /F/
Bl Classifieds s M vidual in the Philadelphia area who meets the following re-
quirements
assure RISK
Bachelor's degree
MANAGER - " i
tOp q ualit 2-4 years group health underwriting experience
Yy Tampa-based corporation * Strong analytical skills D I RECTO R o F

with operations throughout * Ability to work independently

results!

Florida and Texas seeking

GROUP
INSURANCE
CONTHAITS

experienced Risk Manager Job responsibilittes,ncludeanalyzing prospects, composite

Individualmustbeabletoad- rating, and self-funding calculations
minister property, casualty,
benefits programs and loss
control functions Please

Circulation reply to

Send resume to United States Health

Business Insurance
Care Systems

UNITED STATES Group Analysis Department
V.P.-Finance, [ 1 HEALTH CARE 980 Jolly Road
Breakdown™ 5401 W. Kennedy Bivd., 1/ SYSTEMS INC p O Box 1109

Suite 610, Tampa, FL 33609. Blue Bell, PA 19422

We are a major group insurance carrier with
more than 4,000 employer groups currently
under contract, and over $750 million in
group premiums and deposits We have a
'leading edge" market position as a result of
flexible product design anda sales network of
representatives plus sophisticated brokerage
ar d consulting firms

Commercial Consumers

Administrative: LOOKING FOR

V*esents, genernmanag:rs ‘and

WC CARRIER PROFESSIONAL

Trade Group of approximately Our new case installation process is

other administrative personnel 2.573

Financial:

Chief financial officers and vice-presi-
dents ot finance 2,168
Secretaries treasurers, controllers and

other financial personnel 7167

Risk/employee benefits:
Vice-presidents, directors, managers,
and other related department personnel
of Insurance, risk, employee benefits
personnel, compensation, pension safe-
ty, security, industrial relations, human
resources and employee/labor relations
8.206

Sub-total 22,627
Associations 1081
Government, unions and

educational systems 944

Commercial Consumers

Sub-total . . 24,652
Insurance agents and brokers 9,524
Insurance companies 5867
Financial institutions 556

Actuanes, attorneys, adjusters apprals

ers and consultants 3.265
Others allied to the field, 1,143
TOTAL. 45,007

* Source Business/Occupational break-
down of qualified circulation, Nov 5
1984 Issue, as submitted to BPA for Dec

1984 BPA Publisher's Statement

6000 members is lookingfor car-
rierto underwritecoverage either
regionallyor nationally Approxi-
mately 2000 insureds generating
$5,000,000 in premium volume
with satisfactory loss ratio
Terms and structure of program
can be flexible Reinsurancehelp
may be available

Contact James Bradaninl. VP
Insurance Enterprises. Inc
139 Oay Street. Newington. CT 06111
1-800-243-8768 Nat
1-800-842-2210 CT

Assure

yourself top
quality
employees-
Advertise
your
openings
in the
Business
INnsurance

Classifieds.

SALES REPRESENTATIVE

An opportunity exists with one of America's
leading companies for an individual with high
professional standards and a record of achiev-
Ing results. Hospital Corporation of America is
seeking an experienced Insurance sales rep-
resentative who ts interested In Joining a high
caliber marketing team This Individual will be
selling a broad range of employee benefits to
corporate buyers of health and life insurance

programs

Interested candidates should have a college
degree, at least 2-3 years of group insurance
sales experience, and should be able to docu-
ment a successful sales career

The individual(s) selected for this/these posi-
tion(s) will have an opportunity for growth In an
aggressive organization, a potential career path
into management, excellent compensation
package, full-size American automobile, and a
comprehensive benefits program Qualified ap-
plicants should send resume and a cover letter
toi

HCA Health Plans
P.O. Box 31315

Richmond, VA 23294

An Equal Opportunity Employer

dedicated to serving oursales force with time-
liness and efficiency Thegroup contracts de-
partment is a vital component in this
installation processastheypreparespecimen
contracts and policies for submission with
proposals, calculate commissions, and
develop and fileall group insurance products,
agreements, certificates, booklets and
correspondence with the necessary state
insurance departments We are seeking the
right person to direct this group contracts
department

Qualified candidates will be willing to
relocate to our Midwest (not Chicago)
location and have 5+ years' experience with a
major group carrier The 5 years' experience
will be concentrated in the group contracts
area and must include direct management
responsibilities and close working relation-
ships with the sales force and underwriting
The ideal candidate will have a law degree in
addition to the above qualifications

The company offers a very competitive
compensation and relocation package We
also offer a very progressive benefits package
and a working environment that is very pro-
gressive and demanding

For prompt consideration, qualified can-
didates should send thel r resume and salary
history to

Box 1779, Business Insurance
740 Rush Street, Chicago, IL 60611

Equal Opportunity Employer M/F
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e @PAcIity also tight in London market

July A&A clients that wanted $200

million to $250 million in D&O cov- By STACY SHAPIRO . . ' some underwriters are saying that,

erage had to ifztzeqf;;z";“;f;gf’ L ONDONT S 'A lot of Americans fly over to spend time looking because they are taking in so much
2 -10 sa a acin . H i

ting them $50 million or $75 mil- U S property and cagualty ﬁsks i?\ for capacity, and they are shocked when they tr)r:'las;n,.e;:ﬁ,t S{gh;;ﬁtiiitfﬁyitzﬁq

hon," he explains the London market is difficult is arrive. There are more U.S. buyers coming over by Lloyd's However, brokers agree

To find some of these more diffi- the "classic English understate- ) that underwriters seem to have
cult coverages, brokers are turning ment," says John Woodson, manag- here on a wing and a prayer and many are saved enough capacity to write re-
more often to the surplus lines ing director of the international di- disappointed by what they see,' Mr. Harrap says. newal businss and some new, good
market vision of Lloyd's of London broker risks

"We've had to use surplus lines Willis Faber PLC Adding to the upheaval in Lon-
more, but we find it's more compli- Rates are rising and capacity is don is the Insurance Services Of-
Gated," said Gene McCrory, presi- shrinking in London for all lines of "A lot of Americans fly over to not have full programs You heard fice's proposed commercial general
dent of North American Insurance business, observers agree spend time looking for capacity, of the saying "Swiss cheese"9 Well, liability claims-made form, which
Agency Inc in Oklahoma City "It is fair(I}/ common knowledge and they are shocked when they if a program is layered to $100 mil- is to take e ffect Jan 1, and the

Robinson-Conner also is continu- that London has extremely re- amve," Mr Harrap said lion, then it may be that none of the claims-made umbrella form that IS
ing to use the surplus lines market stricted capacity in the liability "There are more U S buyers layers IS complete or there are ex- currently being drafted in London
more, said Mr Conner field," said Simon Harrap, manag- coming over here on a wing and a clusions " (see story, page 1)

In one instance, an admitted in- ing director of broker Stewart prayer and many are disappointed “Prices are increasing Errors The reinsurance market is par-
surer found out how much a policy- Wrightson North America Group by what they see," he added and omissions are up 100%, particu- ticularly interested in the claims-
holder was going to pay for coverage Ltd Mr Harrap says buyers last year larly for architects and engineers, made forms, said Nigel Huntington
in the surplus market and said "Property is tight but not impos- could buy excess liability limits of where there is beginning to be a Whiteley, director of the North
"Well, if you're going to pay that sible and wrongful acts-errors $300 million lack of market capacity,” com- American division of E W Payne
much, we'll write it,” Mr Conner and omissions-is somewhere in "Now they're lucky to find $50 mented Colin Bird, who recently Ltd), a subsidiary of Sedgwick
said between," Mr Harrap said million,"” he says left Minet Holdings PLC to Join Holdings PLC

Bartlett's Mr Miles also reports Americans are flocking to the "If everything is right and all Lloyd's of London broker J Besso Mr Huntington said that, by the
using the surplus lines market London market, locking for much- markets pull together, $150 million & Co beginning of the year, reinsurers
more, but doesn't believe it is doing needed capacity they cannot find in to $200 million is the maximum "The problem IS new business "will probably not provide casualty
agoodJob the U S market, :ources in the amount a client can find in capac- There is not a class of business that reinsurance cover unless the ceding

"l don't think they have enough market say ity" for liability risks, said Brian isn't distressed Even property peo- companies write on a claims-made
staff to answer all the demand for Some are indeed finding new ca- Hibbert, chairman of C T Bowring ple are having their problems And form "
quotes,” Mr Miles said pacity Willis Faber, for example, Insurance Ltd yet, business is coming from every- And, he adds that in the last six

"Sometimes we had to go to the has 40% more American business "In reality, though, it is more like where," Mr Bird said months, "there has been further re-
excess/surplus market and use on its books this year than it had $100 million to $125 million," Mr "I've never known this before,” duction in capacity, particularly
creative marketing different last year, Mr Woodson said Hibber comments he continued "The whole world because of Lloyd's premium in-
pieces at different layers with dif- But, many U S insurance buyers Rate increases can range any- market is trouble The only bar- come limitations," Mr Huntington
ferent insurers," said Donald R are coming away from London dis- where from 25% to 400%, Mr Hib- gain is that Lloyd's IS Stlll offering said
Weber, chairman and chief execu- appointed because the capacity bert added the most secure policy in the world, "The large industrial companies
tive officer of Financial Guardian they seek simply isn't there, bro- "Everything's up this year," he despite its troubles " can't buy anything like they could
Group Inc in Kansas City, Mo kers and underwriters say said "And many policyholders do Adding to Lloyd's troubles is that since last year "

In some cases to secure hard-to-

place coverage, brokers are putting . .
together policies with higher de- Splcer & White members sue . ] .
ductibles or large self-insured re- H |g h rates |d Ie Sh rim p boats
tentions LONDON-LIoyd's of London underwriting agency Spicer & White

"Some clients have volunteered (Underwriting Agencies) Ltd plans to transfer the management of Syndi- ARANSAS PASS, Texas-Shrimp boats that would be fishing in

the Gulf of Mexico are sitting in port even though the shrimping
| season began last week because some owners cannot afford the price
of hull and liability coverage

The cost of hull and protection and indemnity coverage combined
have increased 100% to 300% for the shrimpers, according to Ralph
Rayburn, executive director of the Texas Shrimp Assn

Insurers say dwindling reinsurance capacity and larger court
awards to injured crewmen under the Jones Act are forcing them to
increase rates

The shrimpers' association is exploring the feasibility of establish-
ing a reciprocal insurance company that would provide insurance to
boat owners that meet certain standards.

However, the idle boats, whose number had not been determined
last week, are not expected to affect the price of shrimp in the U.S.
market because a bountiful harvest has been predicted for domestic

insurers are often waiting until Just The $pokeswoman explained that it would be a|conflict of interest for shrimpers, who supply 30% of the U S market.
days before renewal to let brokers Spicer & J/Vhite to continue to manage the Syndicatg 895 while defending The boats pictured on page 1 are berthed at Cohn Brown Harbor
and insureds know about these new e sui in Aransas Pass, Texas.

A new management agency will be named soon, she added
Mr McDougold says that James
has a number of clients that have
"Swiss cheese coverage," with sig-
nificant holes in their casualty pro-

grams

|
He says that although James
went to the market early with
these accounts, insurers did not re- ||

spond "until basically the last min-
ute" because they were waiting

until they had placed their own re- They don't scare us. We're flexible enough to take care of just about any insurance

insurance As a result, he said, the need-no matter how unconventional. Our new name says it all. we're creative, we're
client is subject to terms and condi- iali ' ; ;
Clem IS Subec o orms and coner specialists... and we're one of the largest excess and surplus lines groups in the na-
them = tion. Call us. We can help.
While capacity in the liability in- -
surance market continues to
shrink, property coverage is gen- e I S
erally available, but prices are
going up, "particularly where rates CREATIVE INSURANCE SPECIALISTS
were low,"” noted Mr Conner Formerly Crump Excess Surplus Specially Offices

Mr Miles of the Bartlett Agency
cited the example of a client that CIS OFFICES Crump—DaV|§, Inc, Dallas. TX, 214/363-7636 « Crump-Davis, Inc, Denver, CO,
. . 303/320-5300 | Crump-Davis 01 Houston, Inc, Houston, TX. 713/664-7112 ICrump London of
had the same insurer for its prop- Ohio, Inc, Columbus, OH, 614/451-3636 + CIS Northwest, Inc, Kirkland, WA, 206/827-8702
erty coverage for the past eight + Crump London Underwriters (Florida), Sanford. FL, 305/321-2040 + C,ump London
Under,riters (Memphis), Memphis.TN, 901/761-1770 « Crump London of Wisconsin, Inc .

years-"virtually loss free " But the - ! B < ¢

. o, Waukesha, WI, 414/547-7712 « Crump-Loveless, Inc, Atlanta, GA, 404/393-4788
pr(_emlu_m at renewal went up 300 /0‘ + Crump-Northeast Risk Managers Ltd, New York, NY, 212/425-7788 -GUM
primarily because of the low rates Marine, Inc,/Surplus Lines, New Orleans, LA, 504/588-9044

in the past, Mr Miles said
M&M's Mr Sinnott reports a
"fairly dramatic reduction in ca-
pacity for large, layered property
programs" and others say coverage
m areas typically hit by humcanes - - ---
ts harder to place
RBH's Mr Revzan says in Jan-
uary his firm was very successful 8
m placing difference-in-conditions
coverage on domestic property
risks, even California earthquake

risks But now he says even these [ — Momber of AAMGA and NAPSLO
areas are feeling the pinch
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Reinsurance getting started on July renewals Hecken, chairman and chief execu- rounded up only about $168 mil- renew many clients' programs with
Towers, Perrin, Forster & tiveofficerof Willcox Inc Reinsur- hon, said one official who asked the same limits, and in a few cases
Continued frompage | Crosby's reinsurance division ance Intermediaries in New York, that the company not be named with increased limits where clients
Some July 1 reinsurance renew- started workng on July place- a joint venture between Johnson & The capacity shortage is being were willing to increase retentions,
als still aren't complete, brokers ments last March, according to Higgins and Lloyd's broker Willis felt not Just in upper layers, but in Mr Steffey said
and buyers report But, several bro- Nick Steffey, vp and principal in Faber PLC all seven layers of the program, While brokers expected rising
kers say that they've finished most Philadelphia Mr Hecken pointed out that rate which covers both property and rates and shrinking capacity, the
of their clients’ July 1 renewals, a Despite the brokers' work, the hikes depend to a great extent on casualty business, the official said most significant restrictions, some
contrast to the situation last Jan- result for ceding companies in the characteristics of a particular For example, in the first layer of say, have been in contract terms
uary when many brokers were still nearly all cases was more expen- risk and that averages don't apply $20 million excess of $20 million, and conditions
working on renewals several sive reinsurance for both property in all cases the insurer had hoped to cede 66% ©n excess-of-loss workers com-
weeks past their anniversary dates and casualty business Constitution Re, which renews of its risk, but may end up ceding pensation risks-which have pro-
"You don’'t have the tremendous Price hikes on casualty treaty the bulk of ItS business in January, only 50%, the official said duced heavy losses for reinsurers
glut of contracts in the market July programs have averaged 25% to is imposing price hikes averaging Part of the problem is that sev- and big rate hikes for ceding com-

1 that you have Jan 1," noted 45%, and increases on umbrella, 50%, according to the underwriter eral reinsurers-including General panies-many reinsurers are now
James J Meenaghan, president of medical malpractice and profes- The increases have ranged from Re Corp -refused to look at the in- demanding "two-person warran-
John F Sullivan Co in Seattle, the sional liability treaty business have 10% or 15% on relatively low-risk surer's global slip because it in- ties," which require that at least
reinsurance brokerage unit of Fred averaged up t, 7£%, Mr Steffey business to 75% to 150% for work- cluded casualty risks, the official two workers be injured before rein-

S James & Co Inc "It doesn't said ing-layer casualty reinsurance, he said surance is triggered, regardless of
mean things are getting any easier, Rate hikes cn facultative rein- said General Re officials could not be the amount of the loss, said Will-
It Just means that there aren't as surance for these hard-to-place Employers Reinsurance Corp is reached for comment cox's Mr Hecken
many contracts to renew " lines have exceeded 100%, he likewise imposing hikes of 25% to Several brokers report that rein- In clash covers that include
Another reason for the differ- added 50% on casualty treaty renewals, surers are demanding that casualty workers compensation, Constitu-
ence, brokers say, IS that reinsur- Meanwhile, one client whose says James Estes, executive vp in risks be unbundled from global ca- ton Re is requiring that losses from
ance underwriters at Lloyd's of property reinsurance program was the treaty division in Overland tastrophe programs occupational disease exceed a de-
London held back on committing "virtually loss-free ' was hit with a Park, Kan Mr Estes added that in The official said his company fined amount per employee before
capacity for January renewals until 37% rate increase on July 1, Mr some cases Employers Re is requir- will now wait a couple of weeks to reinsurance responds, the un-
late in 1984, while awaiting the re- Steffey said ing buyers to double their reten- see if its broker, Guy Carpenter & derwriter said, in effect increasing
sults of their own year-end retro- TPF&C, which has 462 treaty eli- tions with no change in premium Co, can fill out the program If this the policyholder's retention
cessional placements This, in turn, ents, renews about 30% of its busi- Along with price hikes, there are proves impossible, the insurer may In an attempt to cap their losses,
produced a bottleneck in the pro- ness July 1 anc the rest in January acute reinsurance capacity short- consider a separate "gap treaty" reinsurers are also placing new
cessing of January renewals or in other months, he said ages in some areas, notably global that would cover the shortages on limitations on contract reinstate-
Since these retrocessions were in Rate hikes cn casualty business catastrophe reinsurance programs the global slip for workers compen- ment provisions, sources say
place long before the July renewal have ranged from 20% or 30% on One madJor U S property/casu- sation, windstorm and earthquake Some Lloyd's reinsurers want to

season, reinsurers at Lloyd's knew renewals with good loss records to alty insurer is now 20% short of ItS risks only, the official said He limit the number of times policy-
how much capacity would be avail- 200% to 500% on business that is goal of renewing coverage of $210 added his company was hit with a holders can reinstate limits during
able for recent renewals loss-prone or tnat is new to a par- million excess of $20 million on its 35% price hike on the portions of the policy term to two or three re-
Brokers also didn't waste time ticular reinsurer, said Kenneth A global reinsurance slip, having the slip that it was able to renew instatements, said Mr Steffey He
Capacity shortages, however, added there IS some disagreement
aren't limited to catastrophe pro- on this issue, since one leading
grams Capacity for casualty risks Lloyd's reinsurer still offers unlim-
in U S reinsurance markets has ited reinstatements

dropped 20% to 50% since January, Property and casualty treaty
said Mr Butler, and the capacity reinsurers, as well as catastrophe
Ti me iS the 1 1 Sca I e O n Wh ich shortage for risks like medical mal- reinsurers, are also beginning to
practice and errors and omissions charge separately for reinstate-
. has been even more severe ments, where many used to include
a I I p rog reSS S IS m eaS u red The capacity shortage IS becom- the cost of reinstatements in the

ing especially severe for the rein- basic premium, Mr Steffey said
surance of pollution liability, pro- The Constitution Re underwriter
fessional liability and directors and said his company IS adding a "loss
4!13 officers liability risks, says David corridor” provision to some of its
L Cargile, president and chief ex- reinsurance contracts, under which
- <= 1 — ecutive officer of RFC Interme- ceding companies agree to pay a
dianes Inc in Los Angeles "These defined percentage of losses after
could very easily end up being the combined ratio on a contract
non-insurable risks " passes a given point
L Mr Cargile added that there 15 For example, if a reinsurance

art
"some" reinsurance capacity avail- contract's combined ratio exceeds
able for casualty risks written on 100%, the ceding company may
an occurrence form, "but not have to pay 50% of subsequent
enough to complete most covers " losses until the combined ratio hits
/1 \ For insurers with good track rec- 110%, after which the reinsurer
tj ords and established relationships may again pay alllosses
. with reinsurers, programs can still He said this provision is a "last-
- - - be completed on a claims-made shot deal"” on business that has per-
basis, he said formed poorly
But, Sullivan's Mr Meenaghan Other restrictions being added or
says reinsurers generally are not considered by reinsurers, include
yet insisting on claims-made forms - The addition of per occur-
This could change during the renee limits-not commonly ap-
, January 1986 renewals, he added, phed before-to property pro rata
as the Insurance Services Office's treaty contracts
commercial general liability - Requirements that the rates
claims-made form takes effect reinsurance buyers charge their
Some brokers reported few prob- own policyholder not fall below a
lems finding capacity for some of defined discount from ISO rates
their clients - The addition of aggregate caps
TPF&C-whose business iss to casualty excess-of-loss treaties,
pure vanilla” and doesn't include many of which have not included
| many specialty risks-was able to such caps in the past
= = . . I
LOSS CONTROL ENGINEERING Consulting Engineer 612-935-0235
by independent professionals William L. Dunlop, P.E.
During our span of years Group's managing agency arm. FIRE PROTECTION and SECURITY Forensic Consultation
. . . . . ' . Now 7 offices in U S and Canada . . .
we've seen it all. Good times, Operative in all states, we're flexible, Accident Investigation
. . ) ) | GAGE-BABCOCK & ASSOCIATES Safety Besearch
bad times, soft markets, hard innovative and professionally equipped to Y
Ask for free brochure 312/530-1494 3250 Fairchild Ave
markets, the works. Times, markets serve you from 24 strategically located, i
" ' ) Y _ g Y 135 Addison. Elmhurst. IL 60126 Minneapolis, MN 55391
and underwriting managers inevitably change, full-service locations. Our capacity has seldom
' i i —j i been stretched. . .
but we're still here, serving an ever-increasing Consulting Services
family of producers and facilities in the prac- Now, as it has in the past and will in the ATWOOD & CO. related to failures and damages
. . . . to Civil, Structural, Mechanical, Electrical
ticed, proven ways that have contributed to future, Sayre & Toso remains anxious to serve Consulting Actuaries and Chermical Systoms
our steady, positive growth for 80 years your changing commercial insurance needs Reinsurance and Reserve Analysis Worldwide Experience
Measured by time, we've been consistently for Captives, Self Insurers & Insurers Since 1924
. . i HAAG ENGINEERING COMPANY
found to be first among special risk under- Sayre 82 16s0. Inc 181718 Polvers Ave Texas WATS 1 800-442 0814
i i ’ ) Rancho Bernardo, CA 92128 uUsS WATS 1 800 527 0168 P O B:x 814245
writers m the nation. SPECIAL RISK UNDERWRITERS FOR 80 YEARS 19) 451-604 %
(619) 451-6049 Louisiana 504-889 0562 Dallas, TX 75381
We're Sayre & Toso, Inc., Mission Insurance MEMBER MISSION INSUPANCE GROUP INC
NATIONALSALES OFFICES:- Los Angeles - San Francisco = Sacramento « Fresno - Orange - Phoenix 1 For adVertiSing Information In the INSURANCE SERVICES GUIDE
Seattle - Portland - Denver - Dallas - Houston Mmmapilis Milwaukee - Detroit Chicago - St Louis = Cleveland Contact Beverly Kluxdal, 740 Rush Street, Chicago, lllinois 60611

New Orleans Atlanta - Tampa - Charlotte - 'hiladelphia - New York - Morristown Boston Telephone (312) 649-5340
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/ Bl Insurance Index

. Tight market is not likely
: to stop brokers' recovery

1

ose By LEONARD M. WILSON five-year Joy ride during which premiums cent rash of public stock offerings

:: Special to Business Insurance declined .as much as 50% .across the boallrclj, A second round of financing is not pre-

oy — — € even while the general price level was rising cluded if rates of return are high enough and

. TNSURANCE BROKERS and farmers have almost 50% an underwriter's stock market price remains

To. lat least one thing in common They are As an observer with a keen interest in the at a premium book value The shortage of in-

g* rarely without something to bemoan The financial performance of the public brokers, surance capital is almost inevitably a tem-

o L farmer's nemesis is natural disaster, and thle _ we decided to take a look at what tight capac- porary phenomenon, to be succeeded by an

ij insurance broker's is the unstable state of in- ity meant in the last cycle, with 1974 the 1nflux of funds seeking attractive returns
surance markets trough year for pricing and 1978 the peak It may be neither the best nor the worst of

X95¥*0044="**40V4% 4
7o 7o Gloom for a broker comes in more than year Hand-wringing over tight capacity and worlds for overburdened brokers, but for in-

one guise The interminable and unlamented capital stringency were prevalent in the vestors in brokerage stocks, It looks like the

The Bus. ness Insurance . soft market of tlhe early 19805 now has given early part of the last cycle as well . best of times
_ j stock index set a Dew ground to plaints about the acutely tight From the base year 1974 to 1978, we esti-
high for the second consecutive week. The 8/~ farket and the difri- mate that written premium volume for com- N.Y
i3n7qe4x ofJinlsu1r§nce3igdusttryfstoctlﬁs closed at culty of placing risks A ayTiien premmyum Yome 1oL.S -~ Insurance Exchange
paon By 1T b B2 POl Trom e Previous Talk to any Industry year period, a doubling The gross national New York Insurance Exchange syndicates
high of 368.1 paints set on July 2. A total of 30 contact, and he or she product the indicator against which com- reported an aggregate net loss of $y1 13 mil-
stocks posted gains, 19 stocks closed lower will be gP"Ck to expound mercial premiums should be measured, rose hon for the first quarter, compared with a
and nine stocks remained unchanged. The larg- on the disappearance of only 51% in the same time span $5 5 million loss in 1984's first quarter
est gains were posted by Tokio Marine & Fire markets, restrictive pol- We think that more than half the advance Underwriting losses reported by exchange
Insurance Lt(():i._, bp 15.3%; Frank B. H(?'! & Co. 1(ly forms and the strain . in written premiums was due to price in- syndicates in the first quarter hit $237 mil-
Inc., up 10.7%; USLIFE Corp., Ug 964 7, Old Re- of performing the mar- creases, but enough incremental capacity hon, up 699% from 1984's first-quarter un-
ublic International COgFg-, Uﬂ .5%; and W.R. keting function in an emerged to permit significant gains in units derwriting loss of $13 9 million
erkley Cogp., a/l\so up g. %. The IargestL losses unreceptive climate of exposure In 1975, the first year of price The underwriting loss was partially offset
were pOSteo t_)y neco Re,nsurance Co. Ltd., No doubt the tight Mr. Wilson increases, written premiums expanded about by a 20% increase in investment income for
down 16.7%; Reed Stenhouse Cos. Ltd., down market in commercial ) .. 12%, the smallest annual rise during the four the guarter, to $10 million in the first quarter
8.6%; Alexander & Alexander Services Inc.. lines is real, but how could it be otherwise if years Tight markets and Underwriter eau- of 1985 from $8 3 million the year before

ggvv\yrr]\ é(gz?;atﬁoeé@t%sman (]ar&y _!rg]cdwals%i@”ces are to rise e entu%lllg?to a level at tion may have inhibited premium growth, The exchange reported gross written pre-

inancia nw underwriters can bé via . e - e o
4.5%. The Bus,ness insurance stock index rose . but there?ﬂer the growth accelerated . miums 01:)$80 6_ million in this year S f!rSt
When brokers assert with knee-Jerk fre- Capacity may have started out a little quarter, a 0 6% decline from the $81 1 million

0.9%for the trading period and, quiperlarmed iquency that the property/casuaItYhinsurance tighter in this cycle, but then prices seem to written in the first quarter of 1984

ndustry faces a capital shortage, they may be be increasing more dramatically In the sec- xchange's ag ed ratio

Exchange camposite rase D, the Standard & rtight in the short run But, the consensus ond round, price increases are likely to be fothRZ irst quarter 3?58%"’21? %Z?f%‘i%, com-
e

. ) . h l? ame viewpoint in 1976 and 1977, con 'c%ar bly smaller, but more capacity pared with the exchange's 126 2% combined
Industrials fell 0.1% during the same trading and look what happened once rates of return s ould e?othcomlng ratio in the first quarter of 1984
penod. on capital invested in insurance expanded A As a consequence, the insurance brokers
1 veritable tidal wave of funds appeared in need not experience much deceleration in .
British Issues both direct and reinsurance markets growth, even with a lessening in rate ad- Northwestern National
1 Weok The price increases currently being imple. vances The current tightness in capacity is in Northwestern National Insurance Co, a
9 July Price P/E Div Yield High-Low mented may well correct the shortage of ca- a sense a reserve for future brokerage Milwaukee-based unit of Armco Inc, says it
Companies pence pence % pencepence pacity a good deal sooner than the Cassan- growth as the pricing momentum abates has implemented its previously announced
CommiUnion 212 N/M 16 © 80 212-203 dras allow for As real and uncomfortable as We indirectly posed the question earlier as capital enhancement program to support
Sent Accident 630 1068 28 6 45 630-607 the tight market may be now, brokers' wide- to whether tight markets hurt the publicly Armco’s major insurance operations after the
(:::. Roval Exch 720 20 9 571 52 720-700 spread discomfort aiso could reflect a certain owned insurance brokers, No doubt, if ample plan was approved by various state regula-
o amen 470 226 21 1 47 470455 defensiveness After all, projections of finan- capacity were available and prices were ris- tors (Bl, April 8)
cial analysts and stock market valuations for ing markedly, growth would surpass our esti- Under the plan, Armeo realigned its con-
Brokers brokers and underwriters alike portend a pe- mate of 20% to 25% for the increase m com- tinuing insurance operations and contributed
GCE Heatn 617 10 1 300 49 617-580 nod of marked prosperity missions and fees during 1985 cash and other assets to both its continuing
Hogg Robinson 251 128 114 46 251-242 The corporate client will, of course, pay the But, rate adjustments of 10% to 15% across a and discontinued property/casualty units
JH Minet 176 115 89 5 1 176-162 piper and need some stroking as premiums full book of business and new business net of Among the major elements of the program
Zi‘;g G\'/F:/r_ hts;fg:)i“;;:s4;4?;*:2? waft skyward But then, risk managers had a losses almost assure our proJected gains, even - Armco Insurance Group Inc, Armco's
i e e 166 50 oas- o ) ) if there is no real growth in units of exposure insurance holding company, retired a $10
Leonard M Wilson, a special hmzted partner this year due to capacity constraints million unsecured note to Northwestern Na-
Source Phih_g Olsen/Alan Chiton, Insurance Industry at L F Rothschild, Unterberg, Towbin in New , Improved capacity seems almost assured ' tional with cash
Specialists Kitcat & Aliken Stockbrokers, York, specialzzes in znsurance brokerage next year with better pricing Also, insurance - Ownership of three insurers with a
stocks He :s a member of the New York So- companies now are able to sell stock above combined statutory surplus of $56 4 million-
ciety of Secunty Analysts book value That possibility has elicited a re- Continental Western Insurance Co, Oregon
5 Automobile Insurance Co and Pacific Na-
tional Insurance Co -has been transferred to

Northwestern National from Armco Insur-
ance Group They are now wholly owned
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Where does a company

find people-oriented claim service
for 875 Iocatlons’?
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The 875 company-owned Long John Silver's Seafood Shoppes
and Jerry's Restaurants in 37 states serve over 400,000 customers
a day Which can present a variety of sensitive claim situations for
parent company Jerrico, Inc.

So itwas important Jerricofind acarrierthatcould handle claims
quickly and fairly-with a personal touch.

With Northbrook, Jerrico found even more. A national network of

raaq -

commercial claims specialists equipped with an advanced on-line
computer system.So loss responses arespeedy Addtothataunique
Northbrooktalentforcompassionately handling each case, and claim
service becomes something special.

Jerrico Risk Manager Emily Schmidt puts itthisway "We don't
often push the button. But when we do, Northbrook isthere. For us,
the humanitarian aspect of claim handling is just as important as
the monetary And Northbrook doesn't forget we' re dealing with
human beings."”

Take a look at how Northbrook can provide people-oriented
claim service for your company, with the financial security and
capacity you need, at a very competitive price. Call your nearest
Northbrook agent or broker today.

Ass/stafit Vice-prestent Marketing, NORTH Northbfook
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A Division of Northbrook Property
and Casualty Insurance Company
South Barrington, lllinois 60010



