
5 JULY 19, 1993

Busness
nsur¢mce

© Entire contents copyright 1993 by

Feporting weekly for corporate risk, employee benefit and financial executives / $2.50 a copy; $80 a year Crain Communications inc. All rights rese,ved

Update-
California workers comp reform
is passed by state lawmakers
SACRAMENTO, Calif.-The Califor-

nia Legislature passed a comprehensive
workers compensation reform package
late last Friday.

Gov. Pete Wilson indicated he would
sign the sweeping reform, which was de-
signed to generate at least $1.5 billion in
savings through a reduction in fraud
and medical evaluations, limits on voca-
tional rehabilitation benefits and lower
insurance rates.

The state Chamber of Commerce sup-
Continued on next page

Buyers say location is everything
By SARA MARLEY

and MICHAEL SCHACHNER

Risk managers with exposures in
disaster-prone areas paid big prop-
erty insurance premium increases
during July renewals, but others re-
lied on their loss experience and
long-term relationships with insur-
ers to keep increases in check.

, Properties in coastal areas and in
California were charged 5% to 25%
more, but rates in areas that escaped
1992's record spate of catastrophes

0 ,§.

No major shifts:
Property firming,
casualty still soft
Py LOUISE KERTESZ and MARK A. HOFMANN
Property insurance rate hikes are sticking, but ca-

sualty insurance remains competitive, insurance com-
pany executives admit.

The winds of Hurricane Andrew
blew catastrophe reinsurance costs
skyward and have given property in-

Some insurers say the property in-
surance market is on a decidedly

III firming path, while other insurers
1,2 4.- « 31 2 "'·.' find that they are getting only token

3 increases in most property/casualty
lines and say the market turn has not

yet arrived.
"Our own renewal record has been very, very good,"

said Mike Mcintyre, senior vp at Allendale Mutual In-
surance Co. in Johnston, R.I. "We are getting mod-
erate price increases-high single-digit increases.

"We've written some nice new business in the past
few months without dropping prices, I might add." And
poor performers are paying higher rates, he said.

"Catastrophe reinsurance is a driving force, particu-
larly for earthquake and windstorm coverages for Flor-
ida and the East Coast. That expresses itself in the form
of higher deductibles," Mr. Mcintyre said.

Increases in property insurance rates are "directly at-
trlbutable to increased catastrophe reinsurance
charges, which have been pronounced," said Jeffrey
W. Greenberg, executive vp at New York-based Ameri-
can International Group Inc.

But, he said, "We can't generalize. Different segments
of the market are all going up by, different amounts.
We're looking at a few places where rates are hardening
and have been for some time." Those areas include
"many of the specialty classes, such as financial lines,
oil and petrochemical, aviation and a number of prop-
erty classes, especially those involving catastrophe
perils and exposures."

Areas that are firming also include "accounts that
have performed poorly over the last few years," he said.

"There are some other areas where we seeing some
firming: some primary casualty lines are firming, and
we're seeing more pressures on firming as clients and
brokers are raising more and more issues about secu-

Continued on page 59

rose less than 5% with increased retentions.
The casualty insurance market remained soft, pro-

ducing slight premium decreases and competition for
some accounts.

July 1 brought the "most difficult property renewal
on record" for E.L. Tomlinson, insurance manager for
Ethyl Corp. in Richmond, Va.

He attributed the petrochemical company's 22% pre-
mium increase on its global property package to three
things: a general firming of the worldwide property
market; Ethyl's petrochemical classification; and a $15
million loss from an explosion at the company's Pasa-
dena, Texas, facility in 1992.

"We expected a premium increase of 10% to 15%, and

\91.'

M I DYEAR
RENEWALS
Underwriters lament
ongoing competition
for many U.S. risks
By ADRIAN LADBURY and STACY SHAPIRO

LONDON-To paraphrase an English saying, U.S. in-
surance and reinsurance renewals in London this sum-

---. mer have been like the curate's egg-
good in parts.

Property catastrophe reinsurance
and energy insurance programs re-
main the most difficult to place and
the most expensive coverages in the
London market. Rates in some cases
doubled and self-insured retentions

lili·· fililt, 4, ' OF' grew, continuing the trend started at
' the beginning of the year.

c Plenty of capacity was available at
affordable prices for U.S. property

insurance and reinsurance programs, though there are
Continued on page 54

we got hit with 22%, Mr. Tomlinson said. Even worse,
though, was the fact our carriers increased our deduct-
ible to $250,000 per site from $100,000, and that was
after five months of negotiations to get the deductible
to a reasonable level." The company has 10 major sites
worldwide.

"Anything along the Texas Gulf Coast or up in Tor-
nado Alley is seeing a 5% to 25% increase," said Terry
Mullaney, risk manager with Coca-Cola Bottling Group
(Southwest) Inc. Premiums for the Dallas-based com-
pany increased only 5%.

In the nation's hurricane zone, risk managers are ex-
periencing 5% to 20% property rate increases, said

Continued on page 51

Cat capacity tight
as cedants await
Bermuda facilities

By DOUGLAS McLEOD

NEW YORK-Given the recent turmoil in the prop-
erty catastrophe reinsurance market, nobody expected I
the July 1 renewals to be easy. They weren't.
r----- - - -__-_li--- Catastrophe reinsurance prices are

- actually slightly higher at midyear
- than at year end, and capacity re-

1 r.,rT„T7TH mains scarce as buyers await the
ILL:1E&!18261 entry of several new Bermuda-based
  catastrophe facilities, brokers and
r,1*>*Pr.+uum=zI reinsurers report."3*' 1 The capacity squeeze has been

3 worsened by the decline of funded
catastrophe covers.

These helped fill gaps in traditional reinsurance pro-
grams last year, but have lost their luster as a result of
new accounting restrictions proposed by the Finan-
cial Accounting Standards Board and the Securities
and Exchange Commission.

As an alternative, some eeding companies are turning
to so-called "trust me" covers, which are based on an
assumption that a reinsurer will be repaid for losses
over time but
which don' t SUrPlus lines renewal report . Page 44

contain the Brokers' renewal report Page 48
formal pay-
back mecha-
nisms of funded deals.

Meanwhile, demand remains heavy for property pro-
rata reinsurance, which provides some measure of ca-
tastrophe protection. These treaties, though, are now I
subject to per occurrence caps and other restrictions 
imposed after reinsurers were hammered with heavy iHurricane Andrew losses last year. 1

The easiest renewals continue to be those without ca- |
tastrophe exposure: The market for non-catastrophe '
property and casualty reinsurance is largely unchanged,
with most covers renewing as is or with only slight
increases or decreases in rates, brokers and reinsurers
say.

As was the case with year-end renewals, catastrophe
covers occupied center stage during July 1 renewal ef-
forts.

"It's still preoccupying everyone and, if anything, the 
prices on it have gotten worse," said Michael Rothpletz, 1

Continued on page 58 
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Update

California workers comp reform
Continued from previous page
ported the reforms, though insurers say they do not go far enough.

"We're hopeful that the reforms will produce what they promise in
terms of savings, but we have our doubts," said a spokesman for the
American Insurance Assn. in Sacramento.

Key reforms in the package would: require an applicant making a
stress claim to show that job-related events were the predominant
cause of injury; bar stress claims arising from good-faith personnel
actions; and limit coverage of medical evaluations to one per side in
disputed cases.

The legislation also would: reduce workers comp rates by 7% in
1994 and repeal the minimum rate law; restrict the grounds for can-
celing workers comp policies; bar physician referrals to facilities in
which they have a financial interest; and set a $16,000 cap on cover-
age for vocational rehabilitation services, among other things.

Bel-Aire ordered liquidated
JEFFERSON CITY, Mo.-A Missouri judge has ordered Bel-Aim

Insurance Co. liquidated, ending more than two years of litigation
between the Missouri Insurance Department and Bel-Aire owner
Arthur A. Blumeyer III.

Cole County Circuit Judge James F. McHenry signed the liq-
uidation order last Thursday, concluding that Bel-Aim has become
insolvent since the Missouri department seized the insurer and filed
a receivership petition in 1990. The court had not previously ruled on
Bel-Aim's solvency.

The judge also ordered five other companies operated by Mr.
Blumeyer into receivership: A.B. Carter Inc., Risk Retention Service
Corp., BIC Premium Finance Corp., Association Groups of America
Inc. and Atlantic General Insurance Co. Bel-Aire's assets total $1
million and its liabilities are estimated at $7.9 million. The litigation
has cost the estate $1.8 million in legal fees to Bel-Aire's lawyers and
$477,686 to Insurance Department lawyers, Missouri regulators say.

Mr. Blumeyer was indicted earlier this year on charges of using
Bel-Aire and several other companies to defraud policyholders of
$43.5 million (BI, March 22)

Separately, Imisiana regulators have issued cease and desist orders
against Haveo Service Center Inc. of Bossier City, La., and 19 Louisi-
ana agents involved in placing transportation risks with offshore in-
surers allegedly linked to Mr. Blumeyer.

State court defines harassment
TRENTON, N.J.-Employers and employees in New Jersey now

have a set of standards to use in determining whether certain be-
haviors constitute sexual harassment.

The guidelines were handed down last week by the New Jersey
Supreme Court, which also defined when employers can be held liable
for their employees' actions. The appellate court defined sexual ha-
rassment as conduct that would not have occurred but for a person's
sex and is "severe or pervasive enough" to make a "reasonable" per-
son believe that employment conditions are altered and the working
environment is "hostile or abusive."

The case comes in an appeal by a Toys R Us Inc. employee, who
alleged her former boss made suggestive comments and touched her
and other female employees. The high court sent the suit back to a
trial court for a rehearing based on the guidelines.

The court also said a three-part standard should be used in as-
sessing employer canduct. Employers are to be held strictly liable
when mere equitable relief is sought. To recover compensatory
damages beyond that level, employees would have to show negli-
gence or similar fault. And punitive damages will be awarded "only
in the event of actual participation by upper management or willful
indifference."

Colorado BC/BS CEO resigns
DENVER-Tom Levin was forced out as chief executive of Blue

Cross & Blue Shield of Colorado last week after Gov. Roy Romer
ordered the plan to clean house.

In an unprecedented encounter last Tuesday, Gov. Romer told
the company's 13-member board of directors that Mr. Levin must
resign because of extraordinary problems uncovered by state auditors,
say sources close to the department.

An audit, delivered to the governor July 2 though not pub-
licly released, found that in Mr. Levin's six years at BC/BS of
Colorado, the company made $23.2 million in no-interest loans
to ailing Blues plans in New Mexico and Nevada. The audit orders
BC/BS of Colorado to reimburse policyholders millions of dollars that
apparently went to subsidize the two out-of-state plans.

All three plans are jointly managed by Denver-based Rocky Moun-
tam Health Care Corp. in preparation for a merger, which Colorado
Insurance Commissioner Joanne Hill has opposed.

RMHCC directors attributed the dismissal to "deep philosophical
differences between Levin and (the DOI) over the structure of
RMHCC's proposal for a formal merger of the BC/BS plans of Colo-
rado, Nevada and New Mexico." David Kikumoto, RMHCC senior
vp and chief marketing oKicer, was named interim CEO.

Speculation over Pru Re buyer
NEWARK, N.J.-Prudential Reinsurance Co. and Employers Rein-

surance Corp. are not commenting on reports that Employers Re is
interested in buying Pru Re.

Prudential Insurance Co. of America said in March it is seek-

ing a buyer for its Pru Re subsidiary (BI, March 15). "Every-
Continued on page 70
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ERISA waivers in tax bill

assailed by employers
By JERRY GEISEL

WASHINGTON-While tax

bills now before a House-Senate

conference committee don't pack
the same punch on benefit issues
as previous tax measures, they
still contain a slew of provisions
that will affect employers.

Among other things, the con-
ferees will decide on provisions
that could be the first step in
gutting the protection employer-
sponsored benefit plans have
from varying state benefit laws,
cutting pension benefits and

contributions for higher-paid
workers, retroactively renewing
the tax-favored status of educa-

tional assistance benefits and

boosting payroll taxes.
But perhaps more important

than the measures themselves is

that enactment of a tax bill will

clear the deck for introduction of

President Clinton's long-awaited
health care reform package.

President Clinton has said that
he will not unveil his health care

package until Congress com-
pletes action on the tax legisla-
tion.

"Once the tax bill is done, we
will see the Clinton health plan !
and the intense debate on it that

we have all been waiting for will
begin," said Frank MeArdle, a 1

consultant with Hewitt Associ- 
ates in Washington.

But in the meantime, congres- 1
sional conferees will be busy in
the coming weeks trying to re-
solve differences in bills passed
by the House and Senate.

Of most concern to employee
benefit lobbyists are provisions
-that were contained only in the

Continued on page 17

Retiree obligations soar
Unfunded reti ree health benefit liabilities up 81%: GAO

By JERRY GEISEL

WASHINGTON-The cost of
retiree medical benefits that

companies have promised, but
not funded, is rising even as
companies continue to cut or
eliminate benefits.

The General Accounting Office
estimates that unfunded em-

ployer retiree health liabilities
now total $412 billion-$257
billion for active employees and
$155 billion for retirees.

That's an 81% increase from

total liability of $227 billion-
including $127 billion in un-
funded benefits for active em-

ployees and $100 billion for re-
tirees-in 1988.

Rising health costs contributed
to that increase, as did more
early retirees and longer life ex-
pectancy, noted Donald C.
Snyder, an assistant director in
the GAO's human resources divi-
sion.

"Because early retirees (under

age 65) are not yet eligible for
Medicare, employers pay three to
four times more for their health

care than for retirees" covered

by Medicare, the report noted.
Relatively few employers have

taken the drastic step of termin-
ating retiree health benefits. The
GAO, citing several consultant
surveys, estimates that up to 3%
of employers have terminated
benefits for current retirees and

3% to 5% have done so for future

Continued on page 20
-

But U.S. names urge fixing immediate problems first

Big changes seen at Lloy€Fs
By GAVIN SOUTER

BOSTON-Lloyd's of London
is going through a dramatic and
painful turnaround, according to
Chairman David Rowland.

In a few years time, many of
the market's trademarks will be

changed or gone, he predicts.
The changes may mean that

the new Lloyd's will have fewer
than half the current number of

syndicates, a two-year account-

ing system and a massive amount
of corporate capital.

However, Lloyd's will have to
overcome its short-term prob-
lems if Mr. Rowland's vision is to

be fulfilled, U.S. members say.
And, the problem of litigating

Lloyd's members must be solved
this year or there could be an ex-
odus of U.S. members within

months, they add.
"In about three years time we

will be able to look back to this

period as a period of quite ex-
traordinary change," Mr. Row-
land said at a recent meeting in
Boston sponsored by Sedgwick
James of New England Inc.

Although Lloyd's must be
careful to retain its positive as-
pects, market practices that led
to the disastrous retrocessional

spiral must not be allowed to
continue, Mr. Rowland said. And
the market's expenses must be

Continued on page 12

Action on redlining bills expected
By MARK A. HOFMANN

WASHINGTON-Two House

panels could vote on bills de-
signed to curb insurer redlining
in the next few weeks, as a turf
battle for jurisdiction over insur-
ance heats up, a congressional
aide says.

The competing redlining bills
grew out of a "Hatfield-and-
McCoy-type of feud" between

A

two lawmakers over whose com-

mittee would have jurisdiction
over insurance issues, according
to Mary-Moore Hamrick, minor-
ity counsel to the House Energy
and Commerce Committee.

On one side of the feud is Rep.
John D. Dingell, D-Mich., chair-

man of the House Energy and
Commerce Committee. On the

other is Rep. Henry Gonzalez, D-
Texas, who heads the House
Banking, Finance and Urban Af-
fairs Committee.

Subcommittees of both panels
drafted bills to curb redl.ining
after holding hearings on the il-
legal practice earlier this year,
Ms. Hamrick explained last week

Continued on page 16
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HMO stocks shake off Clinton jitters
600

-

900 HMO stock recovery
/f

t. - HMOs Slow pace of reform calms investors; initial reaction to the prospect of
health care reform was exag-

- S&P 500 repeat of panic in market not expected gerated

500 800
"Investors were scared by Hil-

By JOANNE WOJCIK Clinton administration has faced lary's task force," with HMO
numerous obstacles in its at- stocks experiencing their biggest

Health maintenance organiza- tempts to implement its other dip after President Clinton's Feb
tion stocks are rebounding after programs, such as its tax pack- 14 announcement, repeated dur-
losing about 20% of their value age, according to Ms Kerns ing his Feb 17 State-of-the-

400/ 700 earlier this year in a landshde They've come to realize "we're Union address, that he would
triggered by uncertainty over not a banana republic," where seek a freeze on payments to

1
E healthcare reform sweeping changes are imple- doctors that treat Medicare ben-

"The initial Investor reaction mented almost daily, she said eficiaries, he recalled

, iy- early this year was dramatic," As a result, Ms Kerns doesn't The stock freefall was trig-

300

recalled analyst Ellie Kerns with expect another -cataclysmic gered by California Public Em-
t

L=
600 Alex Brown & Sons Inc in Bos- reaction" when the health care ployee Retirement System's Feb

ton reform task force chaired by 10 announcement that it had
4 i IF "But that was based largely on First Lady Hillary Rodham Clin- strong-armed its HMOs into ac-

r the fear that a Democratic presi- ton unvells its proposals this cepting a rate cut (BI, March 1)
1 dent with a Democratic Congress September But since then, the administra-

1 I sool would be able to get reforms Geoffrey Harris, managing tion has lost some of its potency,
passed quickly," she said director of Smith Barney Shear- and health reform has been

1/8 1/22 2/5 2/19 3/5 3/19 4/2 4/16 4/30 5/14 5/28 6/11 6/25 However, investors are breath- son's equity research division in forced to take a back seat to
L -Source, Furman Selz incjndex ot 16 HMOs ing a little easier now that the New York, agreed that investors' Continued on page 18

GRAPHIC BY CHRIS ROY

Court boosts legal fees in pollution dispute
By MICHAEL SCHACHNER their hourly fees because the However, Judge Howard also time a multiplier has been incor- The July 1 ruling awarded

"cards were stacked" against the adopted a multiplier of 15 to porated in determining attorneys Schloff $1 4 million in coverage
MINNEAPOLIS-A Minnesota policyholder award more than $590,000 iin at- fees in an environmental cover- plus interest for past and future

state court decision awarding a Insurer attorneys, though, torneys fees to the Minneapolis age dispute cleanup costs related to a St
policyholder's attorneys 50% called the enhanced aB ard puni- firm of Popham Haik Schnobrich The insurers together wrote Louis Park, Minn, warehouse
higher legal fees may help small tive and warned it could encour- & Kaufman for ltS cost of repre- $1 1 million in primary and ex- site targeted for cleanup by the
companies to secure costly legal age litigation senting Schloff Chemical & Sup- cess liability insurance for state, as well as some prior de-
assistance in protracted pollu- In his decision, the judge relied ply Co Schloff in the period between fense costs
tion coverage disputes on provisions of the general Uni- Plaintiffs attorneys say the as- 1977 and 1984 Policyholder attorneys hope

Minnesota District Court form Declaratory Judgments Act, sessment of multiplied fees in the When Schloff sought coverage the use of a multiplier for

Judge William R Howard earlier which has been adopted in 34 Schloff case-which centered on for its state-mandated cleanup in awarding legal fees will be
this month required a pair of in- states and allows prevailing the small chemical company's at- 1989, the insurers denied cover- adopted by other courts, which
surers to indemnify a Minneapo- plaintiffs forced to litigate with tempt to tap primary and excess age, arguing that the pollution they say could make lt easier for
lis company for pollution their insurer for coverage to col- liability coverage written by Al- was intended and neither sudden small companies with pollution
cleanup costs and to pay the pol- lect reasonable attorneys fees lied Mutual Insurance Co and nor accidental, and thus ex- problems to obtain quality coun-
icyholder's attorneys 11/2 times and costs Tower Insurance Co -is the first cluded from coverage Continued on page 69

Outsourcing means
chance for losses

Insured losses rising
Des Moines, some businesses covered by private insurance

as well as savings By MEG FLETCHER and MARY E. PFLUM business interruption losses Standard property
policies exclude flood Most pohcyholders can-

Insured losses are expected to rise-along with not obtain business interruption coverage un-
By NANCY P. JOHNSON ployee embezzles funds, the water levels-as rains and flooding continue to Continued on page 69

losses would be covered by a drench the sodden upper Missis-
As more companies try to trim company's fidelity bond, or a fi- sippl River Valley

expenses by hiring outside ex- nancial institution's bankers Though federal programs are
pertise for certain tasks, they blanket bond But coverage is expected to pay the bulk of in-

must take pains to prevent a po- less clear if an outside contrac- sured losses, property insurers
tential increase in uninsured tor's employee is behind the will cover a small portion of the
losses that can accompany out- theft Unless liability and cov- damage

sourcing erage is spelled out in a contract Specifically, two meatpacking
Outside employees are more between the employer and the companies have some coverage

prone to errors than payroll em- outsourcing vendor, an employer for related losses, including bum- * 4*
.

ployees, especially if training has might be left covering the loss ness interruption and extra ex-
been inadequate, experts warn Outsourcing appeals to many penses And the city of Des 
And, lt'S even more difficult to companies because it can cut Moines, Iowa, plagued by conta-
impose internal controls to pre- costs and compensate for a lack minated water, has coverage for
vent theft or errors on out- of expertise flood damage

sourced employees, who may be Most commonly, firms contract Most of the flood victims are

working off-site out data-processing work, small businesses, farmers and ,..rlIZ?h

Employers are especially at though legal, payroll and human homeowners who did not buy fed-

risk if contract terms or insur- resources duties are also done eral flood or crop insurance (BI,
ance policies do not protect them outside And, financial institu- July 12)

from losses caused by outside tions increasingly are turning to Most commercial policies do
AP/Wide World Photo

employees, experts say outside firms to process checks not cover flood or subsequent Flood waters invaded downtown Burlington, Iowa, last week.
For example, if a payroll em- Continued on page 10

Suit challenges Blues' minimum participation rule
By CHRISTINE WOOLSEY federal antitrust laws Independence Blue Cross of Phil- workers and has subscribed to always existed but was not al-

Consultants and attorneys say adelphia said it would not renew the Blue's indemnity plan since ways enforced "Minimum par-
PHILADELPHIA-A Philadel- this may be the first time a so- the school district's indemnity 1987 Enrollment in the plan has ticipation requirements are

phia-area school district is Cry- called minimum participation plan coverage, which expired dropped to roughly 51% this year nothing more or less than cus-
ing foul over what insurance in- requirement has been challenged June 30, unless 75% of the dis- from about 63% of employees in tomary business practices that
dustry officials claim is simply in court as an antitrust violation, tnct'S employees joined one, or a 1987, a spokesman from Inde- serve the best interests of our
sound underwriting practice and agree a ruling in favor of the combination, of the insurer's pendence Blue Cross said customers by providing an ade-

Centennial School District in school district could be prece- three health plans The Blues The other 49% of employees quate risk pool," the Blues'
Bucks County, Pa , late last dent-setting But, they say, a vic- plan offers a traditional fee-for- are enrolled in U S Healthcare, a spokesman said
month filed Suit in federal dis- tory is unhkely because insurers service plan, as well as health Blue Bell, Pa -based HMO Because Blue Cross plans are

trict court in Philadelphia claim- -and presumably Blue Cross maintenance coverage through Independence Blue Cross is in- by definition "insurers of last re-
ing Independence Blue Cross' re- plans-are generally protected Keystone Health Plan and a pre- sisting the district-and all other sort," it's important for them to
quirement that employers enroll from antitrust actions under the ferred provider plan called Per- employers-meet the 75% mini- balance higher cost, unhealthy
at least 75% of their workers in McCarran Ferguson Act sonal Choice mum enrollment requirement, risks with a pool of healthy indi-

the Blues' health plans violates The controversy began when The district employs about 680 which the spokesman says has Continued on page 4
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Plan participation
Continued from page 3
viduals, he explained. "It's not
that we don't want to insure

more difficult risks, but in order
to insure them, we need a share
of good risks."

However, increasingly compet-
itive HMOs have been entering
markets and scooping up all the
good risks, the spokesman said.
"That's how Blue Cross plans get
into trouble, and our leadership
has decided not to let that hap-
pen."

Such a requirement is "stan-
dard group underwriting prac-
tice," agreed David Ogden, a
consulting actuary with Milli-
man & Robertson in Milwaukee.

"In essence they are trying to
achieve a community rate within
the group."

"From the Blues' perspective,
enforcing minimum participa-

tion is the only way they can
spread their risk," said Tim Gar-
mager, an attorney and principal
with Deloitte & Touche in Chi-

cago.
But the school district claims

Independence Blue Cross is using
coercive tactics because its mini-

mum participation rule forces
employers to buy coverage from
Blue Cross, rather than other
competitors in the area.

The suit, which seeks class ac-

tion status, claims Independence
Blue Cross and its operating
units' requirements violate the
Sherman Antitrust Act in a num-

ber of ways. The complaint says
the Blues plan has "monopoly
power in the Southeastern Penn-
sylvania market -for fee-for-ser-
vice health care plans, and has a
dangerous probability of obtain-
ing monopoly power in the over-
all market for health plans in
that area."

In order to insure

difficult risks, 'we
need a share of good

risks,' a Blues

spokesman says.

The complaint also alleges the
defendants are restraining trade
by conspiring to refuse to sell
and provide fee-for-service
health care plans to the district
unless it agrees to purchase at
least 75% of its employee health
care plans from Independence
Blue Cross.

In addition, the plaintiffs
claim Blue Cross is "illegally
tying the availability of their
fee-for-service plan to their
HMO plan, which is less desir-
able and more costly than other

HMO plans with which it com-
petes."

Centennial spends about $1.1
million annually on Blue Cross
indemnity coverage for its work-
ers, said Ellis Katz, the school
district's attorney with Curtin &
Heefner in Morrisville, Pa.

And, the district determined
that buying HMO coverage from
Blue Cross, rather than from

U.S. Healthcare, would cost
about $34,000 more than it cur-
rently spends for that coverage,
Mr. Katz said.

Independence Blue Cross is
"effectively trying to eliminate
competition,'' according to
Wayne Thomas, an attorney with
Kohn, Nast & Graf, a Philadel-
phia law firm specializing in an-
titrust actions, who is handling
the case.

The Blue Cross spokesman said
the plan is not bullying the dis-
trict into buying its coverage.

Brokers needareinsurer
whds committed,

no matter what turns up.
1992 was infamous as the Year of

the Catastrophe. It was no time for

an intermediary to worry about Ihe

ACCIDENT staying power of its markets.

U.S. intermediaries who rely FREon Western Atlantic know we're 

committed to the business of reinsurance. We'11 be there before,

during, and after catastrophes strike.

/ We're part of the world-

wide Swiss Re Group, and as

provide financial stability and
*. % %K

' professional reinsurers, we
- / a complete range of services

/ necessary to meet the ever-

expanding needs of the American HURRICANEintermediary market.

The essence of our business is .

risk. Western Atlantic is committed to

managing risk through good times and

bad - especially years like 1992.

4 FLOODj WESTERN
ATLANTIC

WESTERN ATLANTIC REINSURANCE CORPORATION 380 MADISON AVENUE, NEW YORKNY 10017 TELEPHONE (212) 973-5800

"It's not coercion. We aren't in-

sisting they buy our coverage-
they can take their business els€-
where."

But Mr. Katz said the distric t

is hampered from purchasing in-
demnity coverage from another
insurance company because cf
language contained in the dis-
trict's collective bargaining
agreements.

"Most school districts have

collective bargaining deals that
specifically name Blue Cross &
Blue Shield" as the health plan
of choice "and you can't offer
other insurance," Mr. Katz saic.
If the contract doesn't name Blue

Cross, it probably says the em-
ployer has to offer "equivalent,
identical or similar coverage," he
noted.

However, "the reality is here
Blue Cross does have a unique
product. It's very difficult, if nct
impossible, to find another (in-
surer) to provide equal cover-
age."

For example, Independence
Blue Cross and its subsidiaries

have negotiated agreements with
area providers to accept dis-
counted reimbursement, and
those doctors or hospitals have
agreed not to bill patients for
charges that exceed those dis-
counts, Mr. Wayne pointed out.
"There is no viable alternative to
Blue Cross" since other health

plan arrangements might allow
providers to bill patients for ex-
cess charges, he said.

The two parties don't seem
close to ironing out an agree-
ment, but Blue Cross did agree to
extend indemnity plan coverage
to the school district until Sept.
30.

Some consultants and attor-

neys are skeptical that the dis-
trictcan successfully convince a
court the practice violates anti-
trust claims.

"It would be difficult to prove
antjtrust allegations against an
insurance company, and Blue
Cross is clearly an insurance en-
tity," Mr. Ogden observed. im

Roberts named i
associate editor I

at B/in Chicago
CHICAGO-Sally Roberts

has been promoted to associ-
ate editor in the Chicago of-
fice of Business Insurance.

Ms. Roberts, 23, joined the
staff in

1992 as a

staff re-

porter
after serv-

ing as a
summer in- -0.

tern in A_*
Chicago.

''Sally has ex-

celled in

her coverage of the agent/
broker marketplace and
other assignments," said
Editor James M. Burcke.

"We are pleased to have her
as a member of our team and

to recognize her accomplish-
ments."

Ms. Roberts holds a bache-

lor 6f science degree in jour-
nalism from the William
Allen White School of Jour-

nalism and Mass Communi-

cations at the University of
Kansas in Lawrence and a

bachelor of arts in English
from the university.

She can be reached at 312-

649-5482. in
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G HAA blasts Gany willing provider' laws
State laws that guarantee a phar-

macy the right to join managed pre-
scription drug networks are hin-
dering health maintenance organi-
zations' efforts to control drug costs,
according to a recent study

Open phannacy laws in effect in
15 states are compromising the abil-
ity of HMOs to selectively contract
with specific pharmacies, says the
study by the Gr<,up Health Assn. of
America. As a result, the TXas}ling-
ton-based GHAA is calling for a
federal override of "restrictive, anti-
competitive state laws."

These so-called "any willing pro-
vider" and "open pharmacy" laws
prohibit HMOs from denying non-
network pharmacies the right to join
an HMO's network if a pharmacy is
willing to meet the HMC's terms
and conditions. The GHAA claims

Benefill Beall

the laws severelv harm HMOs in ef-

forts to negotiate volume discounts
with particular pharmacies.

"The ability tc selectively contract
with providers is at the heart of suc-
cessful managed care operations,"
said GHAA President James F. Do-

herty. "A federal override (of these
laws) will be essential if health care
reform is to succeed."

-By Michael Schachner

Dental HMO fraud

LOS ANGELES-A Los Angeles-
based dental HMO has agreed to
halt certain alleged illegal practices
as part of a settlement of charges

brought by California regulators.
Among other allegations, the De-

partment of Consumer Affairs'
Board of Dental Examiners charged
that ConsumerHealth Inc. and its

subsidiaries, Consumer Dental Net-

work and Newport Dental Plan,
submitted misleading claims, issued
rebates to consumers for patient re-
ferrals, altered patients' records and
fraudulently obtained fees.

ConsumerHealth would advertise

a "low-fee special," such as a $10
exam including X-rays, to entice
people with fee-for-service insur-
ance to join one of its dental HMOs,
according to Larry Ballard, chief of
the enforcement program at the
Board of Dental Exarniners in Sac-
rarnento.

The HMOs would then bill the

patients' plans at the usual, higher

fees and not at the advertised spe-
cial, according to the state's suit.

"California's consumers were

being bilked out of their full bene-
fits, since most insurance companies
have annual benefit limits. The sub-

sidiary companies were depleting
patients' benefits fraudulently," said
Gloria Valde, president of the Board
of Dental Examiners.

ConsumerHealth settled the Den-

tal Board's complaint before it went
to trial, said Stephen Casey, the
HMO's president. The complaint
"contains outrageous allegations
that were never proven," he said.

"It was a settlement based on a

business decision. We agreed to no
wrongdoing but did agree to change
some corporate structure," he said.

ConsumerHealth also agreed to
reimburse the board for $200,000

m attorney and investigative costs
and to pay a $1,500 civil penalty.

"The agreement also provides that
each office name a managing dentist
who will maintain responsibility for
ensuring the dental standard of care,
treatment planning and billing ac-
tivity," the Dental Board said.

The board's investigators will be
allowed to inspect Consumer-
Health's offices for compliance with
the terms of the agreement.

-By Louise Kertesz

NCQA accreditation

Several more large employers are
mandating that their health mainte-
nance organizations meet standards
set by the National Committee for
Quality Assurance.

Allied-Signal Corp, Ameritech
Corp, GTE Corp. and PepsiCo Inc.
join Xerox Corp. in requiring NCQA
accreditation.

Other companies-including Gen-
eral Electric Co., International Busi-
ness Machines Corp, Mercantile
Stores Co. Inc. and USAir Inc.-are

all strongly recommending that
their health plans become NCQA
accredited, the Washington-based
group announced earlier this month.

By the end of 1993, close to one-
third of the nation's 550 HMOs will

have gone through the NCQA ac-
creditation process. So far, 20% of
the plans reviewed have received
full accreditation status, while 77%
have received a provisional status
and 3% have been denied.

The NCQA is a 14-year-old in-
dependent non-profit organization
that evaluates a health plan's inter-
nal quality processes and develops
measures to gauge plan perfor-
mance. Currently, the NCQA is de-
veloping performance standards so
that health plans eventually can
compare themselves and consumers
can assess health plan performance.

-By Nancy P. Johnson

Benefit cuts allowed

RAPID CITY, S.D.-John Morrell
& Co., a meat packing unit of Chi-
quita Brands International Inc., may
unilaterally modify or eliminate ex-
isting medical benefits to its 3,300
retired hourly employees, a federal
judge ruled.

On June 24 U.S. District Judge
Richard H. Battey ruled that former
Morrell employees who retired prior
to April 1, 1989, do not have vested
lifetime health, medical and surgical
benefits because recent negotiated
contracts between Morrell and the

United Food & Commercial Work-
ers union didn't extend the retirees'

benefits beyond the duration of the
contracts. Unlike pension benefits,
medical benefits are not automati-

cally vested or guaranteed, he said.
"Despite a general desire that re-

tired Morrell employees should have
adequate (health, medical and sur-
gical) coverage, the court cannot
transfer such desire into contract

provisions in what otherwise are
clear and unambiguous contracts
which contain no such provisions,"
Judge Battey wrote.

Morrell brought this action
against the UFCW in 1991 seek-
ing a ruling that it could change
or eliminate retired hourly employ-
ees' health benefits. The company
cited contract language negotiated
in the 1980s that limited benefits to

the duration of contracts.

The labor union countered that

changes in retirees' health benefits
constituted breaches of Morrell's fi-

duciary duties under the Employee
Retirement Income Security Act.

The union is expected to appeal
the decision.

-By Sally Roberts
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At Wausau's free national satellite conference, you'll explore three strategies for controlling workers compensation
costs. First, you'lllearn how to execute a Job Safety Analysis, even gain practical experience by watching a video of an actual
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Opinions 
A farewe 11 to Metzen baum

NDOUBTEDLY, THE REACTION of many em-ployers and insurers after hearing that Sen.
Howard Metzenbaum will retire next year was: It can't
happen soon enough.

We empathize with that kind of reaction. On occasion
after occasion, during a 161/2-year Senate career, the
Ohio Democrat has lit into employers and insurers and
has generally been a thorn in their sides.

Now that Sen. Metzenbaum is retiring, it would be
hypocritical of us to praise him after we have criticized
his proposals so often on these pages. But while we con-
tinue to believe many of his proposals have been-to put
it charitably-misguided, Sen. Metzenbaum can claim
credit to a series of solid legislative accomplishments.

He was instrumental in the passage of legislation that
prevents companies from using the Bankruptcy Code as
a strategy to walk away from their retiree health care
programs. He also backed legislation-ultimately passed
by Congress-that requires employers to recognize em-
ployees' years of service after age 65 fof pension accrual
purposes. That is only fair and reasonable.

What so many have found objectionable about Sen.
Metzenbaum stems as much from his rhetoric and tactics

as his legislative proposals. When Sen. Metzenbaum was
against something, he didn't mince his words. And a
sense of fair play was often absent when Sen. Metzen-
baum wanted something. Just last month, he tried to
ramrod a highly controversial proposal- total rewrite
of penalties under the Employee Retirement Income Se-
curity Act-through the Senate without any hearings.

As to his proposals, many of them appeared based on
the faulty premise that employers and insurers are out to
cheat their workers and policyholders.

But having said all this, we would be the first to
add that there is a role for the Howard Metzenbaums of

the world. We need critics to challenge our basic as-
sumptions and what passes for conventional wisdom.

For example, Sen. Metzenbaum's rhetoric on pension
reversions may have been exaggerated, but he did have a
point. The failure of Executive Life Insurance Co., which

sold many annuity policies to employers terminating
overfun(led pension plans, and the number of Labor De-
partment suits against employers that purchased the po-
licies, illustrate that the rules governing reversions did
not offer enough protection to pension plan participants.

By the same token, Sen. Metzenbaum's criticisms of
state regulation of the insurance industry may have been
overblown. But even the staunchest supporters of state
regulation now adknowledge the system needs to be im-
proved.

We doubt that following the announcement of his
retirement, Sen. Metzenbaum will go quietly into the
night. We're sure his tactics and proposals, in his re-
maining year in the Senate, will continue to outrage and
be outrageous. But we also know he will continue to
challenge us and force us to defend and perhaps reassess
our views. That may be Sen. Metzenbaum's most impor-
tant contribution.

Cambridge Re's liquidation a model for Mentor
To the editor: We are writing to cor-

rect two inaccuracies in the June 28 Ber-

muda article, "Mentor Deadline," which
describes the status of the liquidation of
Mentor Insurance Ltd.

First, it describes the Mentor plan as
"a pioneering effort to use actuarial
methods to value oustanding unreported
claims." Second, the article reports liqui-
dator Chal:les Kempe's assertion that the
"scheme of arrangement will result in the
fastest liquidation of its kind."

Actuarial estimates were used in the

liquidation of Cambridge Reinsurance Ltd.
-also in Bermuda-in 1988 and 1989. The

liquidator of Cambridge, David Lines,
conceived the idea and asked us to develop
an actuarial approach for the liquidation.
Cambridge became insolvent around the
same time as Mentor, yet Mr. Lines was
able to pay a first dividend in 1989, which
was three years before Mentor. In fact, the
liquidator of Cambridge has paid two ad-
ditional dividends and has distributed the

bulk of Cambridge's estate to creditors.
The liquidation of Cambridge was, if

anything, the blueprint for Mentor. A de-

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possi-
ble. We reserve the right to edit
letters for ctarity or space. We witt
not publish unsigned letters. Send
your comments to Letters to the

. Editor, Business Insurance, 740 N.
Rush St., Chicago, Ilt., 60611-2590.

1

scription of the use of actuarial estimation
in the Cambridge liquidation was pre-
sented at the June 1989 American Bar

Assn. seminar on the law and practice of
international insurance collections by our-
selves and John Milligan-Whyte, counsel to
the Cambridge liquidation.

The liquidation of Mentor will be fast, as
such things go, but it will not be the fastest

Time to stop self-re
To the editor: A couple of years ago

in Business Insurance, I authored a Per-
spective article, "Insurer Solvency Regula-
tion: Destroying Myths That Now Sur-
round the Solvency Issue" (BI, March 18,
1991). The basic theme of the article was
that the liquidation of insurance com-
panies was the business of insurance and
should be regulated as any other aspect of
the insurance business-not by the liqui-
dator or the courts. The reaction to the ar-
ticle was a resounding ho-hum, though a
few professional liquidators did quietly
take me behind the wood pile to scold
me for suggesting that liquidation was the
business of insurance.

Now, however, the U.S. Supreme Court
has agreed that the liquidation process is
the business of insurance. The decision, of
course, is Department of the Treasttly us.
Fabe, in which the Supreme Court upheld
the superiority of policyholders' claims
over the tax claims of the United States on

the basis that the liquidating process is the
business of insurance and therefore pro-
tected by the McCarran-Ferguson Act. The
irony is that the Supreme Court basically

and it is not pioneering-we did it first.
Peter Licht

Manager/Senior Associate Actuary
Insurance Services Office Inc.

New York

John C. Narvell

Senior Consulting Actuary
Ernst & Young

New York

gulated liquidations
upheld the position of the liquidator, who
argued that the liquidation process was the
business of insurance.

This conclusion is something that many
of us who represent policyholder and cred-
itor interests against estates already knew.
It is now time for the regulators of the
business of insurance and the professionals
they hire to also recognize the full scope of
the Supreme Court's conclusion that the
liquidation of insurance companies is the
business of insurance. It is not just for the
purpose of determming priorities.

In light of Abe, it is time to recon-
sider the process where the liquidator reg-
ulates itself. If the rest of the insurance

industry even remotely suggested such un-
fettered self-regulation, it would raise a
chorus of opposition to rival any of the
recent anti-industry invectives. Yet the liq-
uidators plod merrily along without any-
one, including the so-called consumer ad-
vocates, objecting to the liquidation
process as substantially self-regulated.

Peter H. Bickford

Bickford Hahn & Haley
New York
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Outsourcing
Continued from page 3
and deposits as well as to review
loans and handle internal auditing
functions.

Much outsourced work is done

on computers, and computer crime
is an increasing source of losses for
companies. An average computer
theft yields about $560,000, com-
pared with $19,000 in a typical
bank robbery, said Geoffrey H.
Wold, a partner at Minneapolis -
consulting firm MeGladrey & Pul-
len and co-author of "Computer
Crime: Techniques for Preventing
and Detecting Crime in Financial
Institutions."

In financial institutions, the
most frequent computer crime is
the misposting or misdirecting of
customer deposits to the perpetra-
tor's own account. Other common

schemes include crediting loans to
bogus borrowers (see chart).

But not all employee losses are
due to theft.

"The biggest issue isn't theft, it's
failure to perform," said Rick Bet-
terley, president of Betterley Risk
Consultants in Worcester, Mass.

For example, if bank employees
do not accurately track the money
flowing in and out of a bank and
this leads to lost money on an in-
vestment, the result could be a very
expensive loss, Mr. Betterley said.

Careful contract wording is also
essential to successful outsourcing,
said Bill McAllister, assistant vp-
risk management and insurance at
PNC Bank Corp. in Pittsburgh.

Last fall, PNC contracted out its
mail handling. The risk manage-
ment staff saw to it that the con-
tract: had a hold-harmless clause

to benefit PNC; named PNC as an
additional insured; and provided

certificates of insurance for all cov-

erages, including E&0, general lia-
bility and fiduciary bonds.

"Put as much burden as possi-
ble" on vendors, advised Cristen
Kogl, an attorney with Coffield,
Ungaretti & Harris in Chicago,
who specializes in information sys-
tems technical law. "Make sure the

contract has a disaster recovery
plan," and check at least once a
year that it is in place, Ms. Kogl
advised.

Also, have all employees-regu-
lar and outsourced-sign a confi-
dentiality agreement, suggested
Ms. Kogl. If an employee decides to
alter computer records for a pa-
tient's pathology test, or divulges
to the press that someone has
AIDS, "who imows what liability
you may face?"

The contract should require that
if security measures are breached,
the outsourcing vendor must im-
mediately notify its client, stop the
work and agree to liability for the
damage, she said. And, because
total damages are impossible to
predict in advance, an outside con-
tractor should be required to im-
mediately pay the client a specific
amount.

One often overlooked outsourc-

ing problem is how to end deals
that have gone bad, Ms. Kogl said.

Disputes can be costly. One large
company had invested $125 million
with a vendor to develop and man-
age its information system, said
Ms. Kogl, but has since spent $100
million in lawsuits against the ven-
dor, claiming it had not developed
and updated the system as agreed.

Also, the contract should not
have a heavy penalty if the service
purchaser terminates it early, and
should include a clause to end the

agreement within a reasonable

amount of time, with renewability
each year thereafter, she suggested.
One such early termination penalty
cost a company $4.5 million, said
Ms. Kogl.

To prevent the vendor from
holding the purchaser "hostage,"
contracts should permit the service
purchaser to buy back data, hard-
ware and software, and should
guarantee a smooth transition back
to the purchaser, she said.

"Make sure the contract is clear

as to who is liable for what and at

what point, added James Ostrom,
senior underwriting officer-fidelity
for St. Paul Financial Services in
St. Paul, Minn.

"We have seen contracts limiting
the liability of the service provider
to the value of the contract-what

the purchaser is paying. Obviously,
the loss could total many times
that," he said.

Contract negotiations should
cover insurance, experts agree.

First, service purchasers should
ask to be included in the contrac-

tor's third-party fidelity coverage,
which would cover the vendor for

acts occurring on the purchaser's
premises, said Mr. Ostrom.

Also, the purchaser should ask
the vendor to have its insurer in-

clude the purchaser as a named in-
sured on its fidelity bond. "This is
difficult to accomplish in today's
market, because underwriters have
difficulty knowing the controls at
the buyer's premises," Mr. Ostrom
noted.

Fidelity bond coverage proved to
be a sticking point for Continental
Bank Corp. in a contract negotia-
tion. In 1991, Integrated Systems
Solution Corp., an IBM subsidiary,
took over maintaining computer
support equipment and software
development for the Chicago bank.

Atlanta
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ISSC's insurer wouldn't allow
Continental to be named on its fi-

delity bond, so Continental instead
required ISSC to maintain a cer-
tain level of coverage on the bond,
said Ronald J. Vlamis, director of
corporate insurance for the bank.

Third, the purchaser should ask
its own insurer to add the contrac-

tor's employees to the fidelity
bond.

Next, the purchaser should in-
stall internal controls and em-

ployee education programs, said
Mr. Ostrom, who suggested:

• The vendor and purchaser
must have a clear agreement of

Chicago Columbus
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what duties the outsourcing em-
ployees will perform.

• The outsourcing employees
must be thoroughly trained before-
hand.

• The risk manager should de-
termine what internal controls are

needed to prevent dishonest acts or
errors and omissions.

One common internal control

tool is dual control, which prevents
any one employee from taking care
of a transaction from beginning to
end, Mr. Ostrom explained. Em-
ployers should rotate employees'
tasks periodically and make sure
employees take their vacations. IN

Dallas
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In office, Metzenbaum has never been retiring
By JERRY GEISEL "

WASHINGTON-When Sen.
Howard Metzenbaum retires next

year, businesses and the insurance
industry will be relieved of a stri-
dent antagonist while benefit plan
participants will lose their most
dogged champion.

Almost singlehandedly, the Oko
Democrat pushed through legisla-
tion that effectively prevented em-
ployers from recapturing surplus
assets after terminating over-
funded pension plans.

He also was responsible for leg-
islation that made it more difficult
for employers in bankruptcy to
walk away from their retiree
health care programs.

In addition, Sen. Metzenbaurn,
76, played an important role :n
passing laws that require employ-
ers to recognize years of service
after 65 for pension accrual pur-
poses and that created new rules
regulating so-called window pro-
grams designed to encourage older
workers to retire.

More recently, Sen. Metzenbaum
introduced legislation-which the
Senate did not act on-that would

have subjected insurers that mi-
shandled health insurance claims

to state penalties, including pur i-
tive damage awards.

And last month, Sen. Metze]:-
baum proposed an amendment,
which he later withdrew on the
Senate floor, that would have ex-
posed employers and their benefit
advisers to big damage awards for
violations of the Employee Retire-
ment Income Security Act.

On risk management and insur-

Hartford

ance issues, Sen. Metzenbaum,
during his 1614 years in the Senate,
has been just as active, though
much less successful.

In 1988, Sen. Metzenbaum was
forced to withdraw on the Senate
floor-in the wake of a filibuster-
a proposal that would have re-
quired former employees to be no-
tified for up to 30 years after they
left a firm that they are or have
been at high risk of contracting an
occupational disease from work-
place exposure to certain hazard-
ous materials.

Often a strident critic of the
insurance industry, Sen. Metzen-
baum several times introduced
legislation to gut the McCarran-
Ferguscn Act, the 1945 law that
exempts insurers from most fed-
eral antitrust laws.

He also backed legislation,
which was not acted on, that
would have created: federal sol-
vency standards for property/ca-
sualty insurers; a federal reinsur-
ance office that would have
regulated both domestic and off-
shore reinsurers; and a new federal
guaranty fund system that would
have superseded state funds.

Few, if any, members of Con-
gress have provoked such strong
feelings-negative and positive-as
Sen. Metzenbaum.

Business groups describe Sen.
Metzenbaum as misguided, driven
by a philosophy that employers are
out to deprive workers of their
benefits.

"He had a fundamental suspi-
cion that employers were out to
cheat participants even though em-
ployers had put in benefit plans

voluntarily," said James Klein, ex-
ecutive director of the Assn. of Pn-
vate Pension & Welfare Plans in
Washington.

Sen. Metzenbaum could not be
reached for comment before dead-
line.

' He has taken Populist political
positions. Beating up on insurance

Photo by Tom Reec

Sen. Howard Metzenbaum, long
a thorn in the side of business,
is ·etiring next year.

companies goes with that terri-
tory," said Marc Rosenberg,
vp-federal affairs for the Insurance
Information Institute in Washing-
ton.

"He's made a career out of being
a gadfly. He has annoyed his col-
leagues as much as anyone else,"
he added.

"It was part of his stock and
trade to be a Populist curmud-
geon," according to Les Cheek, se-
nior vp-federal affairs in the
Washington office of Crum & For-
ster Inc.

To organized labor, retiree and
consumer groups, Sen. Metzen-
baum has been a tireless hero.

"He has been a tremendous
friend of retirees and workers. He
has been the type of person who
will stand up and fight. We think
the world of Sen. Metzenbaum,"
said Alan Reuther, legislative
director of the United Auto Work-

ers union in Washington.
"He took a participant rights-

oriented view. He was willing to
stand up for the individual against
employers and insurers. He stood
up for those without strong
voices," said David Certner, legis-
lative tax counsel for the American
Assn. of Retired Persons in Wash-

ington.

"He is a great man. He always
fought for the little guy," said J.
Robert Hunter, president of the
National Insurance Consumer Or-

ganization in Alexandria, Va.
Friend and foe alike agree on at

least one thing about Sen. Metzen-
baum: When he believes in some-

thing he doesn't give up.
"He was tough, He would hang

onto an issue year after year and
not give up," said Howard Weiz-
mann, a former APPWP executive
director and now a consultant with
The Wyatt Co. in Washington.

A case in point: Sen. Metzen-
baum fought for seven years until
Congress essentially killed pension
reversions in 1990.

Sen. Metzenbaum showed tre-

mendous tenacity on the reversion
issue,'' the AARP's Mr. Certner
said.

"He fought and fought for his
proposals," Mr. Klein said.

Although insurance industry
lobbyists label Sen. Metzenbaum
as a single-minded adversary of the
industry, they also acknowledge
that his criticisms of the industry
focused attention on important
issues.

"He can take a measure of credit
for the attention that has been
given to the need to improve" sol-
veney requirements, said David
Farmer, vp-federal affairs with the
Alliance of American Insurers in

Washington.
"While I often disagreed with

him, he did make us aware of
problems that we might not have
paid as much attention if he hadn't
focused on them," said Mr. Cheek.

Sen. Metzenbaum was appointed
to the Senate in January 1974 to
fill the vacancy created by the res-
ignation of William B. Saxbe. He
served until December 1974. Sen.
Metzenbaum lost his bid for reno-
mination in 1974, but he was
elected in November 1976 and re-
elected in 1982 and 1988.

Sen. Metzenbaum said he will
not seek a fourth term and will re-
tire next year to spend more time
with his family.

Ironically, his family may be
looking to spend more time with
the Senate. His son-in-law, Joel

race.
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Lloyd's
Continued from page 2
cut back, he added.

These changes ultimately will
lead to fewer syndicates in the
market, he predicted.

But as few as 100 syndicates,
down from the current 228, would
still leave a market with huge di-
versity, Lloyd's chairman said.

Lloyd's may also abandon its
three-year accounting system, he
suggested.

The three-year system stems
from Lloyd's membership struc-
ture, in which a member joins a
syndicate for a specific under-
writing year. That year's accounts
are not closed for three years to
ensure that any profits or losses are
attributed to the correct year.

"We would very much like to
bring that period down, and we
are exploring the possibility of
bringing it back to two years," Mr.

Rowland said.

He said Lloyd's is keen to attract
"hundreds of millions of dollars" in

corporate capital for 1994, which
was a cornerstone of the market's

business plan unveiled earlier this
year (BI, May 3).

Several investment banks are

showing interest in raising capi-
tal to invest in Lloyd's, Mr. Row-
land said. "At the moment, it's
rather like hot breath on the shop
window. We have an enormous

number of capital managers talk-
ing to us, but moving from the
breath on the window to the shop
counter is something that takes
time," he said.

The future Lloyd's will also have
executives that are prepared to
take a firm control of the market.

"Never again must somebody in
my role say we won't interfere in
the market," Mr. Rowland said.

But if Lloyd's is to achieve the
bright future that Mr. Rowland

hopes for, it will have to over-
come much of the litigation that
surrounds the market, said U.S.
members who gathered in Boston
earlier this month for an Assn. of

Lloyd's Members meeting.
"We all seem to be suing each

other," said Ralph B. Bunje Jr.,
regional organizer for the ALM in
Northern California.

"Solving the litigation is upper-
most in peoples' minds," added
Roderick L. MacDonald, a regional
organizer in Boston.

Many U.S. members meeting in
Boston were hearing Mr. Rowland
and Lloyd's Chief Executive Peter
Middleton speak for the first time.

"I think they were impressed
with what they heard, and there
was a feeling that we all have to
work together to solve the prob-
lem," Mr. McDonald said.

The most popular solution to
solving the litigation crisis involves
freeing up funds at Lloyd's where

losses have been "double counted,"
he said.

Between 600 million pounds
($898.2 million) and 1 billion
pounds ($1.49 billion) of reserves
at Lloyd's are believed to double
counted, he said.

This occurs when two different

syndicates reserve for the same
loss. For example, one syndicate
may establish a reserve for a lia-
bility claim and then make a cash
call on members, which prompts
litigation. Another syndicate-
which wrote errors and omissions

coverage for members agents-may
set aside a reserve in anticipation
of its policyholder being required
to pay members' losses on the orig-
inal liability claim.

"There was a feeling that if we
could free up that money it could
be used as additional capital which
could help solve the litigation
problem," Mr. Macdonald said.

Currently, around 25% of U.S.
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members are having serious prob-
lems meeting their Lloyd's losses,
Mr. Bunje estimated.

"If the results of 1991 are half

as bad as 1990 then the number

of distressed names could go up
to 40% next year," he said.

However, fewer U.S. than Brit-
ish members will have to sell their

houses to meet their losses, said
Frank Streeter, also an ALM orga-
nizer in Boston.

U.S. members are more likely to
have to sell stocks and bonds to

meet their Lloyd's losses, and this
might make them less likely to sue
Lloyd's, he said.

"I think that if I had lost an

estate that had been in the fam-

ily for 10 generations I would be
much more angry about (the
losses)," he said.

But despite the softer blow,
many U.S. members will not re-
main in Lloyd's for long, unless
they see evidence that the litiga-
tion problems are likely to be
cleared up soon, Mr. Streeter said.

Many members at the ALM
meeting said they want to stay in
Lloyd's for the prospect of future
profits, but they will wait to see
what solutions to the problems are
first offered, he said.

"Nobody was saying, 'Sign me
up now.' They are waiting until
October before they decide," Mr.
Streeter said.

Members wishing to resign from
the 1994 underwriting year have to
notify Lloyd's by October. m

ELIC insureds

from Michigan
luckier than most

LANSING, Mich.State regula-
tors' prudence in dealing with Ex-
ecutive Life Insurance Co. before

its spectacular 1991 failure is pay-
ing off for Michigan policyholders.

As the Executive Life rehabili-

tation ground on in a Los Angeles
courtroom, Michigan policyhold-
ers' claims were being paid
through a special fund set up by
the State Insurance Bureau.

Because of the bureau's concerns

about Executive Life even before

the 1991 failure (BI, April 26), the
insurer was required to put $1 in
cash-equivalent bonds into the
fund for every $1 in premiums it
collected from Michigan policy-
holders.

By November 1991, when Cali-
fornia regulators moved in, that
fund contained $150 million, said
John Colpean, a partner in Za-
garoli & Colpean, the Lansing law
firm that administers the Michigan
Life & Health Insurance Guaranty
Assn.

Shortly after Executive Life
failed, it paid Michigan policyhold-
ers' claims directly, and Michigan
reimbursed the insurer out of the

special fund. Total claims between
November 1991 and last month

were about $10 million.

"We expected (reimbursing Ex-
ecutive Life) to be an arrangement
of very short duration, but the Cal-
ifornia proceeding to dispose of
Executive Life has been dragging
on in a very bitter court proceed-
ing," said Mr. Colpean. "Last
month, we decided we should just
administer the claims ourselves, so
the claims are now being paid
through the Michigan insurance
commissioner."

Because Executive Life claims

are being covered by the special
fund, Michigan life insurers will
not face guaranty fund assessments
for them.

Meanwhile, a Los Angeles judge
is expected to rule this week on
the modified Executive Life reha-

bilitation plan.
-Crain News Service
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Steady in a Storm.
Nobody knows what Fate has in store. We must set a steady course, plan for the best, and prepare

for the worst. In reinsurance, the true test of a company is being there when claims need to be paid,

Constitution Reinsurance has a 50-year legacy of keeping promises.
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In a turbulentand changing world, companies need new ideas and

longer-term structures to maintain financial stability.

We founded Centre Re on that simple principle five years ago

as we responded to market inefficiencies in the late 19805. Our
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as more organizations understand the value of a well-designed finite

risk program.

Last year, we expanded our capabilities by introducing

Integrated Insurance and Reinsurance, which combine the benefits

of finite risk and traditional programs. Working with our affiliates in

the Zurich Insurance Group, we wi|| continue to develop new ideas

to meet market demand for more efficient risk management solutions

in insurance, reinsurance and financial products.

For a copy of our 1992 annual report "New Structures for an

Imperfect World," call 809-295-8501.
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March 29, 1989
Michael Milken indicted

on 98 counts of securities

fraud and racketeering.
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December 21, 1988

Pan Am flight 103 explodes
from a terrorist's bomb

killing 270 people.

October 17, 1989

Severe earthquake hits
San Francisco and

Oakland, CA injuring
thousands.
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March 24, 1989

Exxon tanker Valdez spills over
1,260,000 barrels of oil in
Alaska's Prince William Sound.
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East Germany opens
Berlin Wall to unre-
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January 16,1991
U.S. and allied forces

attack Iraq.
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in the Philippines killing
435 people.
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Regulation
Continued from page 2
at the National Conference of In-

surance Legislators' meeting.
Both bills would require insur-

ers to report certain market data
to regulators and both would set
federal rules on agent termina-
tion and other insurance prac-
tices.

Both subcommittees held red-

lining hearings earlier this year
(BI, March 1).

On the Energy and Commerce
side, Ms. Hamrick noted, Rep.
Cardiss Collins, D-Ill., chairwo-
man of the Subcommittee on

Commerce, Consumer Protection

and Competitiveness, appears to
be pushing to have the subcom-
mittee vote on her bill, H.R.

1188, before the August recess.
If that happens, Ms. Hamrick

predicted that Rep. Collins'
Banking Committee counterpart,
Rep. Joseph Kennedy II, D-
Mass., would quickly bring his
anti-redlining bill, H.R. 1257, to
a vote.

In addition to anti-redlining
measures, the legislation pro-
posed by Rep. Kennedy, chair-
man of the Subcommittee on

Consumer Credit and Insurance,

would also grant the federal in-
surance administrator certain

powers to oversee the solvency of
alien insurers and reinsurers.

If the Kennedy bill passes, Ms.
Hamrick said, Rep. Dingell
might decide to push to get a
vote on H.R. 1290, his bill that
would create a dual system of
state and federal regulation of
insurer solvency. .

"We feel there's a definite push
to get something passed" to set-
tle the jurisdictional dispute,
said Ms. Hamrick, who noted

that she was appearing as a "re-
porter" rather than as an advo-
cate of any particular approach.

Another speaker sounded very
much the advocate as he pre-
sented a regional insurer's view
of regulation.

David Rolwing, president of
Montgomery Mutual Insurance
Co. of Sandy Springs, Md., said
he shares Thomas Jefferson's be-

lief that the government that
governs least governs best.

But state legislatures are gov-
erning every aspect of the busi-
ness of insurance down to the

type size that appears on con-
tracts, complained Mr. Rolwing,
who is also chairman of the Alli-

ance of American Insurers and a

former Missouri legislator.
"I don't view the state or fed-

eral government either as my
friend or my enemy," he said.
Both should regulate insurers
objectively, yet the results are
often punitive, he said.

For example, Mr. Rolwing
asked, why should his insurance
company-which writes in eight
Eastern and Southeastern states

-have to undergo a market con-
duet examination by Maryland
regulators and then have to un-
dergo the same type of exami-
nation three weeks later by
North Carolina regulators and
have the privilege of paying for
both of them?

Mr. Rolwing said he doesn't
necessarily favor federal regula-
tion, adding that he would sup-
port any effort to improve state
regulation of insurer solvency. It
is the heaping of regulation upon
regulation on insurers that
causes insurers to question
whether the current system of
state regulation is the best ap-
proach, he said.

Steven T. Foster, insurance

commissioner of Virginia and
president of the National Assn.
of Insurance Commissioners, de-

fended the state system as supe-
rior to federal regulation or,
worse yet, a system of dual regu-
lation.

The NAIC's accreditation pro-
gram for state insurance depart-
ments is improving regulation,
he said. "Accreditation, frankly,
has exceeded my expectations."

Mr. Foster added that while

the NAIC remains opposed to
dual regulation, it supports fed-
eral penalties for insurance
fraud and would like the federal

government to make the NAIC a
"gatekeeper" to oversee alien in-
surers and reinsurers operating
in the United States.

Andrew Wright, vp-federal af-
fairs for the American Insurance

Assn., said the trade group hasn't
endorsed Rep. Dingell's dual reg-
ulation proposal, but does con-
sider it a "good first step" for
improving solvency regulation.

Right now AIA members suffer

a one-two punch, he said. They
are often undersold by com-
panies that don't intend to be
around when claims are paid and
then must pay into state guar-
anty funds to make up the losses
of their insolvent competitors, he
said.

"The purpose of insurance reg-
ulation is solvency regulation,"
Mr. Wright stressed. And during
a question-and-andwer period,
he returned to that point.

Some states restrict rates and

then refuse to allow insurers to

stop writing business even
though they must do so at a loss,
he said.

"There's nothing the NAIC can
do about that," he said, or about
a "rogue regulator doing a lousy
job."

Mr. Wright appealed to his au-
dience of state lawmakers to

once again focus regulatory ef-
forts on solvency. Im1/

Critic assails effectiveness

of managed competition
WASHINGTON-As far as

William Niskanen is concerned,
managed competition sounds
like a sure recipe for economic
indigestion.

"Managed competition is stone
soup," said Mr. Niskanen during
an all-day public hearing on
health care reform held by the
National Conference of Insur-

ance Legislators at their annual
meeting in Washington last
week.

Mr. Niskanen is chairman of

the Cato Institute, a libertarian
think tank in Washington. Dur-
ing the early 1980s, he served
on President Reagan's Council of
Economic Advisers.

While most other speakers at

the hearing called for some sort
of increased government role in
health care reform, Mr. Niskanen
dismissed managed competition
as "a massive restructuring of a
huge sector of the American
economy for no apparent pur-
pose other than to satisfy the
whims of the current generation
of social engineers."

Managed competition by itself
will neither extend coverage to
the uninsured nor reduce the

"rapid increase in the relative
Continued on next page
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Continued from previous page
inflation and expenditures for
medical care," he said.

Instead,"individuals would have
even less incentive to maintain
their own health status and limit

the use of medical care, because
everyone would pay the sanne pre-
mium for the basic plan," Mr. Nis-
kanen contends. "It is an unsavory
stone soup that does not address
the major perceived problems of
our current system of medical care.
The most important and costly ele-
ments of this plan will be a sub-
stantial increase in the demand for

medical care-financed by some
combination of mandates on em-

ployers and tax subsidies-and
some combination of price controls
and global budgets.

"These measures would lead to
some combination of increased

prices and rationing. . .and the
bureaucratization of the American

system of medical care. I doubt this

is what most Americans had in

mind when they voted for change
last November," he said.

After his presentation, Mr. Nis-
kanen was asked what he'd do
about the uninsured.

'Most of us don't have

asteroid insurance,' yet
no one regards that as

a national problem,
Mr. Niskanen says.

"Lack of health insurance is

not of itself a problem. . . .most
of us don't have asteroid insur-

ance," yet no one regards that as
a national problem, he said. In-
stead, "we should be restricting
insurance to genuine disasters."

-By Mark A. Hofmann

Tax bills

Continued from page 2
House bill-that would give spe-
cial waivers to benefit laws and

rules in Hawaii, Maryland, Min-
nesota and New York from the

pre-emption provisions of the
Employee Retirement Income
Security Act (BI, May 17). Sec-
tion 514 of ERISA pre-empts
state laws and regulations that
"relate" to employee benefit
plans.

Hawaii wants a waiver to

make certain changes in its 1974
universal health care statute. A

waiver approved by Congress a
decade ago does not apply to
post-1974 changes.

The other three states are

seeking waivers to restore or
protect health care reforms that
may run afoul of the ERISA pre-
emption.

Under the House tax legisla-

What's theirs?

tion, Hawaii would receive a per-
manent ERISA waiver, while

waivers in Maryland, Minnesota
and New York would be for only
two years.

Employer benefit lobbyists
strongly oppose the waivers of
ERISA pre-emption. They say
such waivers directly conflict
with a key goal of ERISA: pre-
emption of varying state laws so
multi-state employers can oper-
ate uniform benefit plans.

"This is a real slap at ERISA
pre-emption," said James Klein,
executive director of the Assn. of
Private Pension & Welfare Plans

in Washington.
Others note that if Congress

this time approves the four state
waivers, it will set the stage for
dozens of rnore states seeking
waivers in the future.

"The concern is not so much

about these four states as the

prospect of 40 more states seek-

1AMERICANRE-INSURANCE COMPANY

555 College Road East, Princeton, NJ 08543-5241 (609) 243-4200

Atlanta, Bermuda, Bogota, Boston, Brussels, Cairo, Chicago, Columbus, Dallas, Hartford, Kansas City, London,
Los Angeles, Melbourne. Mexico City, Minneapolis, Montreal, New York, Philadelphia, San Francisco, Santiago. Singapore, Sydney, Tokyo, Toronto, Vienna
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ing relief from ERISA pre-emp-
tion," said Henry Saveth, a prin-
cipal with A. Foster Higgins &
Co. Inc. in New York.

"Employers worry what these
waivers signify for the future,"
said Hewitt's Mr. McArdle.

Benefit experts aren't sure if
the conferees will accept the
ERISA waiver provisions in the
House bill, though some signs in-
dicate they will not.

The APPWP's Mr. Klein says
Rep. Daniel Rostenkowski, D-
Ill., a member of the conference
committee and chairman of the

House Ways and Means Commit-
tee, has expressed a willingness
to get rid of the waivers if they
prove too controversial.

However, because the two bills
contain nearly identical tax pro-
visions on cutting pension bene-
fits and contributions for higher-
paid workers, conferees are
likely to reach agreement in this
area.

Both House and Senate bills

would reduce to $150,000 from
the current $235,840 the amount
of employee compensation that
could be recognized in setting
defined benefit pension formulas
and making contributions to de-
fined contribution plans.

For example, an employer that
contributes 5% of pay to a sav-
ings plans could contribute a
maximum of $11,972 to the plan
on behalf of an employee earning
$235,840. Under the two tax
bills, the employer contribution
would be cut to $7,500.

The two bills differ, though, in
how they would index the
$150,000 limit. Under the House
bill, the $150,000 would increase
annually in line with the rise in
the Consumer Price Index.

By contrast, the Senate bill
would raise the $150,000 limit
only in $10,000 increments.
When cumulative CPI increases

produced an increase of $10,000
or more, the limit would be in-
creased by $10,000.

The two bills also differ on re-

troactively extending the tax-fa-
vored status of educational assis-
tance benefits.

Under the House tax bill, the
tax-favored status of educational

assistance benefits would be per-
manently restored, retroactive to
June 30, 1992, when these bene-
fits' tax-favored status was last

part of the Internal Revenue
Code.

Under.a special transition rule,
employees who paid taxes on
their 1992 tax returns for educa-

tional assistance benefits would

reduce their 1993 taxable income

by the amount paid.
The House bill also would con-

tinue the $5,250 ceiling on the
maximum amount of tax-free
educational assistance benefits

an employer could provide to an
employee.

The Senate bill would retroac-

tively restore Section 127 to June
30, 1992, but only until June 30,
1994. Benefit observers say that
conferees may go with the Senate
version because it loses much

less revenue-$800 million over

five years-than the House ver-
sion, which would cost the Trea-
sury Department $2.8 billion in
revenues.

Both measures would subject
all employees' wages to the
1.45% Medicare portion of the
Social Security payroll tax. The
tax now applies only to the first
$135,000 of wages.

The measures would make it

more expensive for tax purposes
to entertain clients. Only 50%-
rather than the current 80%-of

the cost of business lunches and
dinners could be deducted as a

business expense. iN



18 / Business Insurance, July 19, 1993

5 4 4

1 ,

T flyj -ffj n) d
6» 1-

6 ITHIN THE ORDINARY,

-7/4' Ap-In Business as in nature,

a closer look at something seemingly ordinary
can reveal extraordinay di#erences. As an independent
company, hee from conflict of interest, BFSM has the
e*erience, the knowledge and the motivation to see quickly to
die heart of today's insurance problems, and craft solutions that
are extraordinary in their simplicity.

• RENT-A.CAPTIVE FACILITIES • CAPTIVE MANAGEMENT

• ALTERNATIVE MARKET CONSULTING
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BF6FM Insurance Group
Risk Management Division
The Ace Building, 30 Woodbourne Avenue, Hamilton HM 08
Telephone: 809-292-6396. Fax: 809-292-8682
P.O. Box HM 1007, Hamilton HM DX

We See What Others Don't.

The potential for loss is often difficult to see,

or predict. Nevertheless. very real.

At Thomas Howell Group, we can identify

what our competitors in the industry are
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precision saves money for the insurer. the

insured - everyone.
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ment firnis, and we provide expertise in a
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HMO stocks
Continued from page 3
budget issues, Mr. Harris said.

"Now investors are more real-

istic about the likely scope of the
reforms," he said. "There is a
feeling that national reform is
likely to come farther down the
road, and just because something
is proposed doesn't mean it will
become law."

Furthermore, the HMO indus-
try "is about to report incredi-
bly strong second-quarter earn-
ings," pointed out Todd Richter,
an analyst with Dean Witter in
New York. "Most importantly,
enrollments are up."

Indeed. second-quarter results
to be reported by most publicly
traded HMOs will show that

"despite the gyration of HMO
stocks in the February-March
time frame, the fundamentals re-
main strong," agreed Mr. Harris.

complete range of loss-related services around Learn more, contact Thomas Howell Group

the globe. (Americas) at Six Concourse Parkway, Suite

Without the proper experience and training, 3100, Atlanta, GA 30328. Or call 1-800-554-8697

fast accurate thinking is not possible in a busi- ext. 6758. Because no matter where you are, or

ness as complex as ours. That's why we place what loss-related service you need - 3,ou're

such a high priority on our staff. And why top close to an expert at Thomas Howell Group.

international companies have learned to expect

prompt, tailored service from our thoroughly 1
%9 THOMAS HOWELL GROUP

trained professionals. (AMERICAS) INC

lilytor - THG Man,ie & Aviation • 71,0,ims Hour// Grulip (Latinmieria:,w) • THG/Jitjlite

The higher earnings indicate
that HMOs have kept the lid on
medical inflation while increas-

ing their enrollment and reve-
nues, he said.

"The conventional wisdom is

that under any scenario, the
HMO industry will experience
decent growth," concurred Ran-
dall Huyser, managing director
in the San Francisco office of

New York-based investment an-

alyst Furman Selz Inc.
"Profit margins have improved

steadily over the past few years,"
giving investors "a greater com-
fort level," he said.

Mr. Richter concurred: "There

is now a recognition that federal
health care reform is more than

likely going to be a huge positive
for the industry, since the lead-
ing proposal so far supports a
managed competition-based re-
form structure."

State reforms passed this year
in California, Florida and Min-
nesota that give an edge to the
managed care organizations by
requiring across-the-board com-
munity rating also are helping
HMO stock prices, according to
Smith Barney's Mr. Harris.
HMOs traditionally use commu-
nity rating to set prices for their
services on a capitated basis.

Underwriting reforms included
in A.B. 1672, a new law that took
effect July 1 in California, re-
strict insurers' ability to vary
rates for health status, occupa-
tion or claims experience (BI,
April 5).
 Florida's reform law, enacted

in April, was the first such state
legislation based on managed
competition. The law, which took
effect July 1, established com-
munity health purchasing alli-
ances to help provide greater ac-
cess to health care coverage for
the state's 2.5 million uninsured

citizens (BI, April 12).
In May, Minnesota passed

health reform that will create

non-profit integrated service
networks that will function like

HMOs. The law, parts of which
will be phased in over the next
several years, is expected to har-
ness health care costs by control-
ling the networks' revenue
growth (BI, June 21).

In fact, national reform that
mirrors the reforms that have

been implemented so far at the
state level will likely help rather
than hurt HMOs, he predicts.

However, there is still a con-

cern that the proposal the ad-
ministration unveils this fall will

include a payroll tax to finance
health reform, which Mr. Harris
characterized as "just a Trojan
horse for a one-payer system."

Among the HMOs that have
been riding the crest of the stock
price swell are:

• Oxford Health Plans, which

surged to a 52-week high of
$73.25 per share after tumbling
to about $36 a share after the
State-of-the-Union address. Its

52-week low was $23.

"Oxford's just outpacing ev-
eryone," observed Alex. Brown's
Ms. Kerns. "It has the greatest
growth potential of any HMO
stock."

Oxford has posted the largest
percentage gain in enrollment of
any HMO nationwide, with a
73% increase in 1992 and a 76%

gain in the first quarter of 1993,
according to Ms. Kerns.

As of year-end 1991, Oxford,
which operates in New York,
three counties in Connecticut

and statewide in New Jersey, had
total enrollment of 65,000, ac-

cording to the Group Health
Assn. of America in Washington.

It is one of the only HMOs to
Continued on page 20



At Helmsman, we know that each business has
unique self-ihsurance needs. So we've built a flexible
portfolio of products. We can tailor a self-insurance
plan to meet your needs for loss control, claims and
management information. Not only are we flexible, but
as part of the Liberty Mutual Insurance Group we have
over 80 years of experience controlling workplace
injuries and managing claim costs effectively

Helmsman offers two approaches to self-insured
customers. Our proven full-service program includes
coordinated claims administration, loss control and
a risk information system. This program attacks the
full range of workplace safety issues and injury
costs. The end result is a lower final cost for your
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adapting -0 your business.
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self-insurance program by reducing lost time, control-
ling medical payments and improving workplace
safety

In addition to our full-service program, Helmsman
offers customized claims, loss control or risk infor-
mation contracts. The claims component contains
effective managed care functions. The loss control
contract has state-of-the-art engineering programs to
help reduce loss, and the risk information contract
provides Risktraci a comprehensive risk information
system.

So when you're in need of the highest quality self-
insurance services, remember, at Helmsman we're
always in the best position to help you.

 Helmsman

 Management
Services, Inc.

© Helmsman Management Services, Inc., is a wholly owned subsidiary of Liberty Mutual Insurance Group
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HMO stocks
Continued from page 18
make inroads in the Greater New

York area, where a regulatory
climate has kept many larger
players on the sidelines, she ex-
plained.

In New York, New Jersey and
Pennsylvania, health insurance
rates-including HMO capitation
fees-are subject to prior ap-
proval. ''Every year, U.S.
Healthcare goes through a lot of
anxiety over whe:her its rates
will be approved " Ms. Kerns
said. "That's kept the competi-
tion out over the years."

Another problem inhibiting
HMO expansion in the Northeast
has been the shortage of primary
care physicians, especially in
high-rent districts like midlown
Manhattan, according to Furman
Selz's Mr. Huyser.

"New York is sort of the last

bastion of HMO penetration," he
said.

• United Healthcare Corp. of
New York, which closed at 64·%
on July 9 after a year low of $40.

• U.S. Healthcare Inc. of Blue

Bell, Pa., now at 481/8 after a
year low of $35.75.

• HealthCare Corp. of the
Mid-Atlantic, a for-profit sub-
sidiary of Blue Cross & Blue
Shield of Maryland, reached a
52-week high of 26/8 after fall-
ing to just $9 a share during the
same period.

• Coventry Corp, parent com-'
pany of Group Health Plan Inc.
in St. Louis and HealthAmerica

Pennsylvania Inc. of Pittsburgh,
climbed to a 52-week high of
35% after sinking to a low of
$13.25 earlier this year.

• Wellpoint Inc., the for-profit
managed care subsidiary re-
cently spun off from Blue Cross
of California, climbed about 17%

'Under any scenario,
the HMO industry will

experience decent
growth,' sums up

Randall Huyser.

to $31.50 on July 9 from $27 a
week earlier, after experiencing
a brief "roller-coaster ride"

stemming from attempts by the
California Medical Assn. to undo
the conversion.

Surprisingly, the stock also
dipped slightly after Blue Cross
announced its intention to cut

specialist fees.
"The real challenge for Well-

point is going to be improving its
ratios," said Mr. Huyser. "It al-
ready has about the lowest medi-
cal loss ratio of any HMO."

• Among other HMO stocks
that have rebounded from 52-

week lows are: FHP Interna-

tional, which closed July 9 at
$28.25, up from $14.50; Pacifi-
Care Health Systems closed at
$41.75, up from $25.50; Safe-

guard Health Enterprises closed
at $9, up from $7; Sierra Health
Services closed at $27.50, up
from a low of $9.38; and Take-
Care Inc. closed at $45, up from a
low of $25.75.

Foundation Health Corp. of
Rancho Cordova, Calif., is the
only HMO that appears to have
fallen behind the pack, accord-
ing to analysts.

"Foundation hasn't come back

as much," said Mr. Kerns. "The
big factor is the CHAMPUS con-
tract renewal," which has pitted
Foundation against Wellpoint,
Aetna Health Plans Inc. and

Qual-Med Inc.
The contract for the Civilian

Health and Medical Program of
the Uniformed Services for de-

pendents of military personnel
and military retirees in Califor-
nia and Hawaii, which expires
Jan. 1, 1994, is valued at $3
billion. The CHAMPUS contract

covers 860,000 lives and cur-
rently comprises approximately
40% of Foundation's business,
generating $650 million a year in
revenues.

While Pueblo, Colo.-based
Qual-Med is considered a dark-
horse candidate for the contract,
both Wellpoint and Aetna are
admirable opponents for Foun-
dation.

But Ms. Kerns thinks Founda-

tion has a good chance of keep-
ing the contract, since Founda-
tion has done a good job of
managing health care costs for
the military. And that could im-
prove its stock market perfor-
mance, she said. lili

GAO report
Continued from page 2
retirees.

But nearly 70% of employers
either have or plan to in the next
year raise retiree premium con-
tributions or otherwise alter

their retiree health plans, accor-
ding to a forthcoming report
from A. Foster Higgins & Co.

And another recent survey of
216 plans found that half are in-
creasing retiree contributions.
That study, by William M.
Mercer Inc., indicated that 34%
of retirement plans now have
tighter eligibility standards,
while 26% have caps on company
contributions.

Mercer concluded that future

retirees stand to lose the rnost
from an overall cutback in em-

ployer-provided retirement
plans. Approximately 22% of re-
tiree health plans in the study
have done away with coverage
for at least some future retirees

and/or their spouses.
Retiree benefit cuts generally

have passed court muster, the
GAO noted. Courts generally
have given ernployers a green
light to alter or terminate retiree
health care benefits as long as
they had reserved the right to do
so in plan documents.

Employers' freedom to cut
benefits means retiree health

benefits are not secure, the GAO
said. "Our review of available
data and health benefit consul-

tant studies showed that retiree

health benefits are not secure

under the present employer-
based system because under cer-
tain circumstances they can be
changed whenever and as em-
ployers deem necessary," the re-
port said.

As Congress considers various
health reform proposals, it
should pay particular attention
to retirees, especially those
under 65 not yet eligible for
Medicare, who could lose their
coverage, the report added.

The Clinton administration, as
part of its still-evolving reform
proposal, has been examining
what employers' responsibilities
will be to provide health care
coverage to retired workers. No
final decisions have been made.

.

Copies of "Retiree Health Plans:
Health Benefits Not Secure
Under Employer-Based System,"
are available from the U.S. Gen-
eral Accounting Office, P. O. Box
6015, Gaithersburg, Md. 20877,
202-275-6241. The first copy is
free; additional copies aTe $2
each. Checks shoutd be made out

to the Superintendent of Docu-
ments. Specifu report No. GAO/
HRD-93-125.



Property/casualty
info resou rces

for employers
• The pros and cons of various
insurance options for major
construction projects are exa-
mined in an article offered by
Stone & Webster Management
Consultants Inc. Request item
2401.

• Information and advice for
using surety bonds in con-
struction projects is provided
in a pamphlet from ARM Tech.
Request item 2402.

• A booklet from Johnson &

Higgins presents the results of a
study examining the condi-
tion of the insurance market

and key issues affecting the cur-
rent and future profile of the in-

"dustry. Request item 2403.

• A brochure provided by Craw-
ford & Co. explains its claims
handling service. Request item
2404.

• A flyer provided by ICALM
Group offers 10 essential steps to
successful and cost effective

litigation management. Re-
quest item 2405.

• An article made available from
A.I. Credit Corp. details how
premium financing offers
many advantages for both the
broker or agent and the insured.
Request item 2406.

 A newsletter from Gregory B.
Bragg & Associates Inc. offers
articles and tips to prevent and
manage risks. Request item
2407.

• A 38-page coloring book de-
picts life in the claims depart-
ment of a property/casualty
insurance company. The book
is available from InPhoto Sur-

veillance. Request item 2408.

• Incidental property/casualty
exposures faced by a small
business overseas are explored
in a booklet from Kemper Na-
tional Insurance Cos. Request
item 2409.

• Claims services for the in-

surance industry are described
in a publication from Crawford
& Co. Request item 2410.

• A magazine by Liberty Mutual
Insurance Co. contains informa-

tion on a variety of risk man-
agement topics ncluding insur-
ance coverages, research.
exposure, and costs. Request
item 2411.

• A Vista Environmental Infor-

mation Inc. paper discusses re-
cently completed work on a na-
tional standard for

environmental site assess-
ments in commercial real es-

tate transactions. Request item
2412.

• Graham Miller Security Con-
sultants Ltd.'s security consult-
ing services are described in a
pamphlet. Request item 2413.

Continued on next page

Topics to be Discussed:

SHOULD THE WORKERS

COMPENSATION AND GROUP HEALTH
CARE SYSTEMS BE COMBINED?

ESTABLISHING AND IMPLEMENTING A

SUCCESSFUL ERGONOMICS PROGRAM

MINIMIZING FRAUD AND ABUSE IN THE
WORKERS COMPENSATION SYSTEM

INNOVATIVE STRATEGIES TO CUT

WORKERS COMPENSATION COSTS

HOW TO EVALUATE AND SELECT A

THIRD-PARTY ADMINISTRATOR

HOWTO SELF-ADMINISTER YOUR CLAIMS

FINANCING ALTERNATIVES FOR

WORKERS COMPENSATION

HOW TO INTEGRATE CASE

MANAGEMENT INTO A WORKERS

COMPENSATION PROGRAM

Corporate Co-Sponsors:

Commonwealch Risk Services lnc.

General Rehabilitation Services Inc.

Marsh & McLennan lnc.

William M. Mercer Inc.

Liberty Mutual Insurance Group

USA Workers' Insurance Network
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Business i
Insurance
NOTE: THIS COUPON WILL NOT BE SERVICED
AFTER SEPTEMBER 13, 1993

All questions must be answered in order to have your
inquiry processed.
Please check one item for each category:

1. My organization is best described as:
A El Mig/Svcs F ¤ Ins Agent K O Adj/Apprs
B O Association G I Ins Broker L O TPA
C O Union H El Ins/Reins Co M O Healthcare
D O Government 1 0 Actry/Consit Inst

E 0 Educational Inst J 0 Attorney N O Other

2. Number of employees:
1 0150 or less 2 0151-499 3 0 500-999

4 01.000-4.999 5 05,000 or more 6 ¤ Unknown
3. My title is best defined as:

A El Administrative Mgt D El Benefits Mgt
B O Financial Mgt E I Loss Prevention Mgt
C O Risk Mgt F O Other

4. My purchasing involvement for the requested products is to:
1 0 recommend only 2 0 specify 3 El approve

5. Do you now receive a personally addressed copy of
Business Insurance?

A O Yes BO No CO Please send Business Insurance
subscription information
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To obtain copies of literature and information about products and
services listed in the July 19 info section, simply indicate the key

numbers for the items you want and mail the coupon to:
Business Insurance Reader Service Center

650 S. Clark St., 6th Floor

Chicago, IL 60605-1702
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Loews Coronado Bay Hotel • San Diego, Calif.

HOW TO REGISTER:

The registration fee is $795 ($595 for risk, employee benefit, and safety
managers). Early bird registration fee is $695 ($495 for risk, employee benefit,

and safety managers), if you register before August 15, 1993. To register,
receive the conference brochure or receive exhibit information,

please complete the form below and mail or fax to:

IBF • International Business Forum

50 Charles Lindbergh Blvd., Suite 400 • Uniondale, N.Y. 11553
Tel (516) 229-2375 • Fax (516) 229-2386
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Company
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Continued from previous page
• ARM Tech offers assistance in

creating a formal document to
request proposals for actuar-
ial services. Request item 2414.

• A Commonwealth Risk Ser-
vices Inc. brochure defines an in-

surance program that could
lower the net cost of property/
casualty insurance for cor-
porations in the United Kingdom
and continental Europe. Request
item 2415.

• A quarterly publication pro-
duced by Crawford & Co. dis-
cusses risk transfer issues. Re-

quest item 2416.

• NAS Insurance Services Inc.

provides information sheets that
detail legal expenses reim-
bursement insurance for

health care institutions sued

in connection with physician
peer reviews. Request item 2417.

• ICALM Group offers a manual
for catastrophe response,
claims resolution and litiga-
tion management. Request item
2418.

• A study by Johnson & Higgins
reviews the construction indus-

try's attitudes about insur-
ance-related issues. Request
item 2419.

• An information packet from
the Illinois Insurance Ex-

change describes its role in the
surplus lines industry. Request
item 2420.

• Graham Miller International

details its international en-

vironmental pollution claims
handling services in a bi-fold.
Request item 2421.

• A brochure from Specific Soft-
ware Solutions Corp. outlines
the concepts and methodology
behind loss forecasting. Re-
quest item 2422.

• The Insurance Institute of

America's three-course Associ-

ate in Risk Management des-
ignation program is described
in a flyer. Request item 2423.

• Information about States Self-

Insurers Risk Retention Group, a
risk retention group writing
excess liability coverage for
public entities, is described in a

booklet and annual report. Re-
quest item 2424.

• A brochure from Rosemurgy &

The Property/Casualty Infer-
mation Resource section is an

editorial compilation of current
informational and educational

materials on topics of interest
to risk management and insur-
ance executives.

The listings are published as
an editorial service by Busi-
ness Insurance; there is no

charge to list material in the
section.

All items are offered free of

charge to Business Insurance
readers. To receive any of the
material listed in this special
section, please write the key
numbers of the items you want
on the reader service coupons
that are printed in this section.
Fill out the remainder of the

coupon and mail it to: Business
Insurance Reader Service Cen-

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

All requests for free material
must be received before Sept.
13 to be processed.

Co. describes its marine claims

services, including crew and
passenger injuries, vessel dam-
age, pollution claims and more.
Request item 2425.

• A Commonwealth Risk Ser-

vices Inc. brochure detailing a
risk financing approach for
difficult to secure or prohibiti-
vely priced coverages. Request
itern 2426.

• Crawford & Co. offers a book-

let describing appraisal and
claim services for heavy
equipment. Request item 2427.

• "The Warren Report'' is a
monthly four-page newsletter of
current risk management
issues. Request item 2428.

• NAS Insurance Services Inc.'s

information sheets describe a

directors and officers liability

A

policy that reimburses directors
and officers for legal expenses if
they are sued by any governmen-
tal entity or agency. Request
item 2429.

• A.I. Credit Corp. provides an
article explaining how premium
financing and audit funding
are valuable tools for controlling
cash flow and credit. Request
item 2430.

• A flyer with news and com-
mentary on current litigation
management events and
issues is available from ICALM

Group Request item
2431.

•Graham Miller International
offers a brochure about claims

adjusting and surveying for
the jeweler, furrier and
fine art markets. Request item
2432.

• ARM Tech offers an informa-
tive article on reasonable crime

coverage and ways to avoid
coverage gaps. Request item
2433.

• A description of Crawford &
Co.'s risk management services
for government entities and
self-insurers is provided in a
six-page brochure. Request item
2434.

• Isotechnologies Inc. offers a
strategic response plan to the
Americans with Disabilities

Act in a pamphlet that also sum-
marizes the act. Request item
2435.

• Insurance Agency Programs
Inc. offers a newsletter describ-

ing financial insurance prod-
ucts like loss portfolio transfer
and prospective funding pro-
grams. Request item 2436.

1 1

• An article cont.aining sugges-
tions on how to avoid malprac-
tice claims, including adequate
docket control and peer review,
is offered by Associated Claims
Enterprises Inc. Request item
2437.

• A quarterly magazine fr()m
Crawford & Co. examines key
risk management issues in an
expanded format. Request item
2438.

• An International Risk Manage-
ment Institute Inc. brochure de-

scribes a revised and updated
publication on broad form
property damage coverage.
Request item 2439.

• The Oil, Energy and Engi-
neering division of Graham
Miller International, which spe-
cializes in adjusting property

Continued on next page
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3. My title is best defined as:
A ¤ Administrative Mgt D ¤ Bene'its Mgt
B OFinancial Mgt E O Loss Prevention Mgt

C O Risk Mgt F El Other

4. My purchasing involvement for the requested products is t:):
10 recommend only 20 specify 3 0 approve

5. Do you now receive a personally addressed copy of
Business Insurance?

A O Yes B D No C m Please send Business Insurance
subscription information

To obtain copies of literature and information about products and
services listed in the July 19 into section, simply indicate the key

numbers for the items you want and mail the coupon to:
Business Insurance Reader Service Center

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

Please print clearly

Name

Title

Company

Addreqq

City

Phone ( )

S.·Ate 71p

Continued from previous page
damage, machinery breakdown
and business interruption
claims in the hydrocarbon

process, is described in a pam-
phlet. Request item 2440.

I Anistics offers a quarterly
newsletter on risk management
services, strategies and con-
cerns. For a sample, request
item 2441.

• Key elements of an effective
risk management program for
the environmental profes-
sional are reviewed in a

Vista Environmental Informa-

tion Inc. article. Request item
2442.

• ARM Tech offers assistance in

creating a formal document to
request proposals for self-in-
sured liability claims audits.
Request item 2443.

t's 11:00 P.M., the end of the
day for some, but not for truckers, where
it's just the beginning of a long night.

And their workers' compensation exposures
can be as difficult to navigate as the roads
they travel.

When several large trucking firms were looking
br a responsive, cost-effective program for their *
employees' non-stop workers' compensation
exposures,Commonwealth Risk was there to help.

As a specialist in alternative risk financing,
Commonwealth Risk knows all the routes an

insured can take in the Alternative Market. With

over twelve years of experience in structuring
captives, Insurance Profit Center® programs and
innovative funding arrangements, Commonwealth

Risk can assist brokers in developing responsive
workers' compensation programs for all types of
sophisticated insureds.

Designing the right alternative risk financing
program is just like knowing the best way to get
from here to there.

When you need a better avenue to control your
large clients' rising cost of workers'compensation
coverage, call Commonwealth Risk.

We structure programs for the long haul.

For more

information,

please call:

Philadelphia, PA (215) 979-3300
Orange, CA (714) 978-0577

London, England 071-247-1066

ConiinonwealthRisk
Services, Inc.

An MRMCompany

• An overview of Crawford &

Co.'s risk management services
includes information on risk

control, claims administra-
tion, health care management
and information systems. Re-
quest itern 2444.

• Customized Worldwide

Weather Insurance Agency Inc.
offers an information packet de-
scribing weather insurance
around the world. Request item
2445.

• A booklet describes Graham

Miller International's construe-

tion risk consultation ser-

vices. Request item 2446.

• NAS Insurance Services Inc.

offers an information packet on
employers errors and omis-
sions liability insurance for
wrongful discharge, discrimina-
tion and sexual harassment. Re-

quest item 2447.

• A 16-page brochure frorn
Crawford & Co. provides an
overview of vehicle claims ser-

vices including appraisals, na-
tionwide service and drive-in

damage appraisals. Request item
2448.

• Structured Financial Assoei-

ates Inc. offers a manual to aid

in early settlement of personal
injury, wrongful death, work-
ers comp and other claims. Re-
quest itern 2449.

• Controlling legal costs
through management of liability
problems, law firm relationships
and transaction costs is dis-

cussed in an ICALM Group
handbook. Request item 2450.

• A booklet describing a manual
from the International Risk Man-

agement Institute Inc. addresses
commercial auto, truckers
and garagekeepers insurance.
Request item 2451.

• Risk management services
and risk exposure are explored
in a Crawford & Co. brochure.

Request item 2452.

• A description of all property
and casualty insurance
courses and programs offered

by the American Institute for
Chartered Property & Casualty
Underwriters and the Insur-

ance Institute of America is pro-
vided in a booklet. Request item
2453.

• A brochure from Kemper Na-
tional Insurance Cos. details how

companies can improve their
bottom line through loss con-
trol. Request item 2454.

• A semi-annual report examin-
ing developments in the alter-
native risk financing market-
place is available from
Commonwealth Risk Services

Inc. Request item 2455.

• Graham Miller International

offers a brochure that explains
coverage of entertain-
ment losses and claims han-

dling services. Request item
2456.

• Crawford & Co. offers a pam-
phlet detailing its oil and haz-
ardous materials claims ser-

vices. Request item 2457.

• How bank managers and
directors must manage en-
vironmental risks is reviewed
in an article available from Vista

Environmental Information Inc.

Request item 2458.
Continued on next page



• ARM Tech is offering an
article that explains the pur-
pose, process and cost in-
cluded in performing an in-
surance claims audit. Request
item 2460.

24 / Business Insurance, July 19, 1993

Continued from previous page
• A risk manager's guide ex-
plaining how to avoid problems
when using different methods
of surveillance is available

from InPhoto Surveillance. Re-

quest item 2459.

• An overview of a telephone
claims reporting program that
enables timely claims reporting

is provided by Crawford & Co.
Request item 2461.

• ICALM Group offers a guide to
claims, litigation and pre-
paredness, highlighting opera-
tional and contingency planning
for catastrophes, loss prevention
and remedial action programs.
Request item 2462.

• A brochure from Common-

wealth Risk Services Inc. de-

scribes a program to lower the
net aftertax cost of property/
casualty insurance for Cana-
dian corporations. Request item
2463.

• Crawford & Co. offers a na-

tional directory of its risk con-
trol professionals. Request
item 2464.

• A Kemper National Insurance
Cos. information packet details
services for commercial lines

property and/or casualty ac-
counts, including international
programs. Request item 2465.

• A brochure describes the

banking, financial and politi-
cal claims handling services
available from Graham Miller

International. Request item
2466.

• A booklet presented by ICALM
Group at the RIMS Conference
outlines the elements required to
develop response plans for ca-
tastrophes, claims and litiga-
tion. Request item 2467.

• Casualty claims services
available to the insurance,
trucking, petrochemical and ve-
hicle services industries and gov-
ernmental entities are described

in a 16-page publication from
Crawford & Co. Request item
2468.

• ARM Tech offers a two-page
information leaflet listing nine

Professionalism can

mean many things.

CPC U Sets the Standard for professionalism.

AICPCU
11:

But quick and easy
aren't two of them.
Earning the Chartered Property Casualty
Underwriter (CPCU) designation, which is con.
ferred by the American Institute for CPCU, takes
a long time - five years for most people. And it
takes hard work, including ten college.level
courses and national examinations. But the value

of the goal is directly related to the effort put into
reaching it.
Earning the prestigious CPCU, designation:
• gives you practical, technical knowledge of risk

management and insurance that you can use
immediately.

• gives you the tools to analyze the complex
economic, financial and regulatory environ.
ment in which insurance organizations operate.

• demonstrates to your employer, clients and
colleagues that you are committed to high
ethical standards and professional excellence.

• brings you recognition as a professional in the
insurance community.

Consider joining the more than 35,000 people
who have met the standard for professionalism
established more than fifty years ago by the
American Institute for CPCU. You'll be in

excellent company.
To learn more about CPCU, call, fax or write:

t

1-151)

Ame,ican Institute for CPCU

720 Providence Road, RO.Box 3016

Malvern, PA 19355-0716
Phone 215-644-2101

Fax 215-640-9576

.

important points to know about
accepting certificates of insur-
ance. Request item 2469.

• A folder supplies an overview
of Rosemurgy & Co.'s aviation
adjusting services. Request
item 2470.

• A brochure from Graham

Miller lists its risk experts
worldwide in the areas of bank-

ing, construction, energy and en-
gineering, entertainment, en-
vironmental pollution, financial
risks, political risks, property,
reinsurance, and specie and fine
art. Request item 2471.

• ICALM Group provides an ar-
ticle on building successful rela-
tionships with defense counsel.
Request item 2472.

• Crawford & Co.'s office di-

rectory provides lists of offices
in more than 42 countries. Re-

quest item 2473.

• Graham Miller International

describes its specialty claims
handling services around the
world. Request item 2474. 

Business
Insurance®

· SERVICES ·

EDITORIAL INDEX

All news reports and feature articles
since 1981 are indexed in annual

editions by subject, persons quoted
and companies mentioned. The
current year's annual service
includes three quarterly reports and
a cumulative annual perfect bound
volume. To order, write or call:

BUSINESS INSURANCE

Editorial Index

220 East 42nd Street

New York, NY 10017-5806

phone: 212/210-0137
fax: 212/210-0704

REPRINT SERVICES

B/'s Reprint Department can
provide reprints, in quantities of
10(}ormore.ofanyarticleappearing
in the weekly newsmagazine. Legal
permission, complying with U.S.
copyrightlaws, alsocanbeprovided
to companies wishing to reprint, on
theirown, material appearing in the
newsmagazine. For information,
write or call:

BUSINESS INSURANCE

Repnnt Department
740 N. Rush Street

Chicago, IL 60611-2590
phone: 312/649-5319

fax: 312/280-3174

SINGLE COPY ARTICLE

PHOTOCOPIES

For article photocopies, send a
request speci fying 8/ issue date and
article headline along with $3.50
percopy/perartick,$10.OOpercopy
ofany in-publication directory, and
a self-addressed envelope to:

BUSINESS INSURANCE

Reprint Department
220 East 42nd Street

New York, NY 10017-5806

SINGLE COPY SALES

To order any current or back issue
of 8/, call the single copy sales
division of B/'s circulation

department:

800/678-9595

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

Advertising information:
212/210-0228

Subscription information:
800/678-9595



ALOOKATHURRICANE RISK.
Our analysis ofindustrial property losses following Hurri-

cane Andrew revealed that a full 80% of property damage

incurred can be prevented in the event of another hurricane

of the same magnitude.

Furthermore, we've

established that many

improvements can be

incorporated during

new construction at

minimal cost; and,

more important, they

can easily be worked

into existing facilities.

One Allendale cus-

tomer with over one dozen facilities in Andrew's path

reported that windstorm improvements incorporated into

their design cost less than $2,500 per building. The result:

damage from Andrew at all facilities was slight.

Recent inspections by our windstorm specialists of the

twenty largest facilities we insure in Puerto Rico identified

$1.1 billion in expo-

sures that could be

eliminated for less

than $2.5 million,

a reduction of $400

of exposure for every

$1 spent.

For a more com-

plete discussion of our

findings from Hurri-

cane Andrew and of

the actions you can take, write to us for a copy of our latest

brochure. Allendale Insurance, RO. Box 7500, Johnston,

Rhode Island 02919.

THERE ARE THINGS YOU CAN DO RIGHT NOW.

HERE ARE JUSr TWO EXAMPLES:
Inspect your roof's perimeter Hashing. For steel deck roofs, examine the
It should sit over a firmly secured, underside of the steel deck. A greater
continuous hook strip. The hook strip number of fasteners should penetrate
should be secured to the wood nailer the deck in the 8- to 10-foot strip
or similar device at 12- to 16-inch closest to each wall. If the roof lacks

intervals. For an easy test, tug on it. additional fasteners, focus repair
It should feel secure. The average efforts on the 100 square foot corner
repair cost is $2.00 per linear foot of areas of the roof covering for each
flashing. Average exposures with this building. Providing additional fasten-
type of deficiency typically exceed ers and patching the penetrations will ·
$ 500,000. This one deficiency cost less than $500 per corner. Aver-
accounted for over 20% of the indus- age exposures with this type of
trial property damage losses incurred deficiency typically range from
from Andrew. $500,000 to $1.5 million.

Allendale Insurance/Factory Mutual System
World leaders in property risk management since 1835.
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GUIDE TO ALTERNATIVE RISK FINANCING FACILITIES

With expectations that the conventional
commercial property/casualty insurance mar-
ket will eventually harden, the alternative risk
financing market is holding strong, reporting
steady premium volume despite a slight drop
in the number of policyholders.

The seventh annual Business Insurance sur-

vey of these facilities-which serve a wide
range of corporations, public entities and pro-
fessionals-lists a record 87 alternative risk

financing facilities, up from 75 in last year's
guide (BI, July 13, 1992).

Fifty-one of the facilities listed expect to
write coverage for more policyholders in 1993
than in 1992.

The 87 facilities listed on the next 10 pages
wrote coverage for more than 17,000 policy-
holders in 1992. They reported a combined pre-
mium volume of $2.59 billion in 1992. Their
policyholder capital and surplus totaled $6.38
billion at year end, while assets totaled $11.86
billion.

Nineteen facilities are new to the guide this
year. These facilities write coverage for a range
of policyholders, including: commercial banks;
medical researchers; national fraternity orga-
nizations; tank truck operators; non-profit
groups like social service, counseling and resi-
dential care organizations; home builders and
developers; plastics processors and manufac-

Facility
Management company
Contact name, address & phone Risks

AAOMS National Insurance Co., Risk Retention Group Professional
Self-managed liability

Dr. Harold S. Firfer, 9700 Bryn Mawr Ave.,
Rosemont, Ill. 60018; 708-928-0041
Domicile: Illinois

AmHS Insurance Co. Risk Retention Group
Johnson & Higgins Services Inc.
James C. Jordan, 12730 High Bluff Drive
San Diego, Calif. 92130; 619-481-2727
Domicile: Vermont

Accountants Liability Assurance Co. Ltd.
Minet Risk Services (Bermuda) Ud.
Colin R. Newell, P.O. Box HM462,
Hamilton HM BX, Bermuda; 809-295-0073

Domicile: Bermuda

ACE Insurance Co. (ACE Ltd.)

Self-managed
William J. Loschert, P.O. Box 1015
Hamilton HM DX, Bermuda; 809-295-5200
Domicile: Bermuda

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

Alembic Insurance Co. Ltd.

Willis Corroon ARMS Division

Cathy Wedekind or Don Helm, 26 Century Blvd.,
Nashville, Tenn. 37214; 615-872-3200

Domicile: Cayman Island

turers; managers of commercial, industrial or
multiple-residential buildings; fast-food fran-
chises; and metalworking and electrical com-
panies.

Some of the facilities no longer write cover-
age only for owners; non-shareholders can ob-
tain coverage without even a deposit premium.
However, the others generally require poten-
tial policyholders to invest funds before they
can purchase coverage.

The facilities that responded to the survey
are domiciled in the United States and abroad.

Arizona, California, Colorado, Delaware,
Florida, Georgia, Hawaii, Illinois, Minnesota,
North Carolina, Tennessee and Vermont are
home to U.S.-based facilities. Offshore domi-

ciles represented by the facilities include Bar-
bados, Bermuda and the Cayman Islands.

The facilities provide mainstream coverages
to their owners and members, including pri-
mary and excess liability, directors and offi-
cers liability, property and workers compensa-
tion. Others, though, provide much more
specialized lines-like medical malpractice,
export credit, improper sexual contact and
harvest strike-to meet the far-reaching risk
financing needs of policyholders.

All of the facilities listed were capitalized by
an initial group of policyholders with common
insurance needs to obtain coverage they either

Limits

$250,000 per oc-

currence/$750,000

aggregate primary;
$5 million/$5 mil-
lion reinsurance

Excess hospital $45 million

professional liability, excess of
general liability underlying
and umbrella

Accountants

professional
indemnity

Excess liability,
excess 0&0,
executive

compensation

$5 million

primary or
$5 million excess

Excess liability:

$200 million excess
of $100 million;

D&O: $50 million ex-

cess of $25 million;

executive comp:

$150 million primary

Commercial general $1 million per
liability, including occurrence/$3 mil-

products and lion aggregate; or
completed opera- $2 million per

tions; sudden and occurrence/$5

accidental coverage million aggregate

General liability,

products liability,
automobile, and
workers

compensation

Alexander Insurance Managers Ltd. Property,

Captive Property Reinsurance Facility business

Alexander Insurance Managers Ud. intefruption

Donald C. Wiseman, Dorchester House, Church Street,
P.O. Box 2020, Hamilton HM HX, Bermuda; 809-295-0265
Domicile: Bermuda

$2 million primary;
$8 million excess
of $2 million

First policy

Policy form

June 1988

Claims-made

June 1990

Claims-made

June 1986

Claims-made

November 1985

Claims-made

1977

Claims-made

1980

Occurrence

$125,000 primary; June 1973
$100 million excess

of captive retenti6n

Access

Specific
brokers

Direct

Specific
broker

Any non-U.S.
broker

Specific
brokers

Direct

AIM clients

Premium

volume

(in millions)
1992

1993(est.)

$21.0

$22.0

$27.0
$35.0

$38.2
$40.0

$9.8

$10.7

$395.0

$353.0

$3.0

$3.0

$8.5

$8.3

could not find or could not afford to buy in the
commercial insurance market and could not ef-

ficiently fund as individual self-insurers or
captive insurance company owners.

Each individual listing provides information
about: the facility's manager and the name, ad-
dress and telephone number of the person to
contact for additional information; the risks
the facility underwrites; the limits it provides;
the date the first policy was written and the
type of policy form used; how potential policy-
holders can gain access to the facility; pre-
mium volume in 1992 and estimated volume in

1993; assets as well as capital and surplus at
year-end 1992; the number of policyholders in
1992 and an estimate for 1993; and a descrip-
tion of the facility's membership, sometimes by
association.

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

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

To be included in next year's guide, contact
Kathy Welyki, Directory Editor, Business In-
surance, 740 N. Rush St., Chicago, Ill. 60611-
2590; 312-649-5279; fax: 312-280-3174.

1992 assets/

Capital
& surplus

(in millions)

$45.0

$8.1

$11.8
$2.1

$59.2
$39.8

$19.0

$6.0

$35.0

$11.0

Line slip

$2.0

$1.1

Number

Of Policy-
holders

1992

1993(est.)

1,858

2,020

21

23

409

500

30

30

31

32

35

35

28

28

Membership

Members of

American

Assn. of Oral &

Maxillofacial

Surgeons

Members of

American

Healthcare

Systems

Public

accounting
firms

All classes

of business

Chemical

distributors

and

manufacturers

Machinery and
chemical

manufacturers,

contractors

Various

Continued on page 27
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Guide to alternative risk financing facilities (Continued frompreviouspage)

Facility

Management company
Contact name, address & phone

American Bankers Professional & Fidelity Insurance Co.
Jardine Pinehurst Management Co. Ud.
Don Baker, 33-35 Reid St., Jardine House,
Hamilton, Bermuda; 809-295-4864
Domicile: Bermuda

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

Associated Electric & Gas Insurance Services Ltd.

Aegis Insurance Services Inc.
Norm Cocanour, 700 Plaza 11, Harborside Financial
Center, Jersey City, N.J. 07311-3994; 201-915-7257
Domicile: Bermuda

Bankers Insurance Co. Ltd.

Powerscourt Group Ltd.
Edith Lichota or David Sampson, P.O. Box HM 2267,
Hamilton HM JX, Bermuda; 809-295-8495
Domicile: Bermuda

C.P.S. Insurance Co. Ltd.

International Advisory Services Ltd.
David Ezekiel, P.O. Box 1760,
Hamilton HM HX, Bermuda; 809-295-3688
Domicile: Bermuda

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

Casting Manufacturers Insurance Ltd.
Johnson & Higgins (Bermuda) Ltd.
Susan Gray, P.O. Box HM 1826,
Hamilton HM HX, Bermuda; 800-631-1124
Domicile: Bermuda

Chariots of Hire Risk Retention Group
Commercial Insurance Alternatives Inc.

E. Richard Crebs, 176 Main St., Suite C,

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

Chesapeake Casualty Insurance Co.
RiskCap

Sherlyn W. Farrell, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

Clinic Mutual Insurance Co. Risk Retention Group
Willis Corroon

Carolyn Greene, 26 Century Blvd.,
Nashville, Tenn. 37214; 615-872-3365
Domicile: Tennessee

College Liability Insurance Co. Ltd.,
A Risk Retention Group
Sedgwick James Management Co. Inc.
Andrew Sargeant or Michael Richmond, 95 St. Paul St.,
Suite 3A, Burlington, Vt. 05401; 802-658-7947
Domicile: Hawaii

Colorado School Districts Self-Insurance Pool

Self-Insurance Specialists Inc.

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

Risks

D&0, bond, trust

department
E&0, lenders lia-

bility, combined
safe depository

General and profes-

sional liability
asbestos

abatement and

environmental

remediation

liability

Excess liability,
workers compen-

sation, fiduciary &
employee benefits
liability,
0&0

D&0 liability

Workers comp-
ensation, auto

and general
liability

Medical

malpractice

Comprehensive
general

liability

Livery

Professional

liability

Limits

D&0: $5 million,
Bond: $6 million,

Trust & lenders:

$1 million,

Safe: $2 million

Highest limit:

$5 million per
occurrence/

$5 million

aggregate

First policy
Policy form

1987

Claims-made

March 1988

Claims-made

and

occurrence

$35 million excess July 1975
$200,000

Claims-made;

occurrence

for workers

compensation

$10 million primary May 1986
or excess

Occurrence

$1 million per
occurrence/$3

million aggregate

July 1980

Occurrence

$5 million primary Aprill 989

$500,000 primary,
up to $5 million
excess

$1 million primary

Proprietary

Medical professional $1 million per
liability and occurrence/$3 mil-

general liability lion aggregate, $1
million excess of

of $1 million

Commercial general $250,000 primary,
liability, auto, $9,750,000 excess
and educators of $250,000

legal liability

Property, general
liability and auto

$500,000 primary;
General liability
$500,000 excess

of $500,000

Claims-made

1982

Claims-made

June 1989

Claims-made

1976

Claims-made

January 1988

Claims-made

May 1991

Claims-made

and

occurrence

July 1981

Claims-made

and

occurrence

Access

All brokers

and direct

All brokers

All brokers
and

direct

Direct

Specific
broker

Management

company

Direct

All brokers

Pure

captive

Exclusive

Specific
brokers

Direct

Premium

volume

(In millions)
1992

1993(est.)

$6.0
$6.0

$1.5
$1.6

$25.2

$26.0

$257.4

$230.0

$11.8

$14.0

$0.8

$0.9

$3.7

$4.0

$5.7

$7.0

$0.8

$1.0

$9.3

$9.7

$7.3

$7.0

$7.3
$8.5

1992 assets/

Capital
& surplus

(in millions)

$1,900.0

$447.9

$14.0

$5.0

$98.0

$39.0

$21.4

$2.2

$11.0
$3.1

$1.4
$2.6

$7.7

$2.7

$45.0
$9.7

$6.9

$3.1

$6.9

$6.5

$8.1

$2.2

$4.2

$2.5

300

400

115

120

286

300

250

350

38

39

20

NA

36

33

14

17

8

8

1

1

Number

of policy-
holders

1992

1993(est.) Membership

92

90

1,200

1,200
Commercial

banks

Asbestos

abatement and

environmental

remediation

contractors,

consultants and

facility owners

Gas and electric

utilities, gas

and oil pipe-
lines, telephone
companies and
independent

power projects

Large U.S
banks

Termite, pest
control and

sanitation

consulting
firms

Member of

California

Assn. of

Hospitals
and Health

Systems

Members of

Michigan
Tooling Assn.

Taxis and

airport vans

Medicine and

surgery practition-
ers, medical
researchers,
medical teach-

ing services

Non-profit

community
health care

clinics

Private U.S.

West Coast

colleges

Public school

districts

Continued on page 28
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Guide to alternative risk financing (continiled from previous page)

Facility
Management company
Contact name, address & phone

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

Constance Insurance Co.

RiskCap
Edward Rohrer, 1571 Race St;
Denver, Colo. 80206; 303-388-5688

Domicile: Colorado

Risks

Excess and

D&0 liability

Limits

First policy
Policy form

$25 million excess July 1987

Product and general Proprietary
liability, blanket crime

bond. blanket prop-
erly, business interrup-
tion extra expe,me

Corporate Officers and Directors Assurance Holding Ltd. D&O liability
ACE Insurance Management Ltd.
Charles D. Smith, P.O. Box HM 1015,
Hamilton HM DX, Bermuda; 809-295-5200
Domicile: Bermuda

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

James M. Graham, 1571 Race St.,

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

Energy Insurance Mutual Ltd.
Self-managed
Gene L. Weaver, 6200 Courtney Campbell Causeway,
Suite 510,Tampa Fla. 33607; 813-287-2117
Domicile: Barbados

Engineers Liability Insurance Co. Ltd.
IAS (Barbados) Ltd.

William Tomlin, CGM Building,
Collymore Rock, Barbados; 809-436-8296
Domicile: Barbados

Englewood Reinsurance Co. Ltd.
International Risk Management (Bermuda) Ud.
Graham D. Brice, Belvedere Building, P.O. Box HM 660,
Hamilton HMCX, Bermuda; 809-295-0713

Domicile: Bermuda

Evergreen Indemnity Ltd.
International Insurance Services Inc.

Richard A. Hartford, 655 Main St., P.O. Box 61,
Lewiston, Maine 04240; 207-784-4566

Domicile: Barbados

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

Richard A. Hartford, 655 Main St., P.O. Box 61,
Lewiston, Maine 04240; 800-343-7900

Domicile: Arizona

Exporters Insurance Co. Ltd.

BF&M Management Ud.
Robert Svensk or Mark Reynolds, 335 Madison Ave.,
New York, N.Y. 10017; 212-370-6000
Domicile: Bermuda

General liability

General and

D&0 liability

Professional

liability

Property and

casualty

Multi-peril
properly, general

liability, inland
marine, auto

General and

excess

liability

Export credit

and political
risks

Financial Institutions Reserve Risk Retention Group Inc. D&0 liability
Johnson & Higgins Services Inc.
Richard Grayson, 191 Peachtree St. N.E., Suite 3400,
Atlanta, Ga. 30303-1762; 404-586-8365

Domicile: Vermont

Financial Services Mutual Insurance Co.,

A Risk Retention Group

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

Florida Hospital Excess Trust Fund
Sedgwick James of Florida Inc.
Peter J. Brennan, P.O. Box 945155,
Maitland, Fla. 32794-5155; 407-875-5900

Domicile: Florida

Florida Hospital Trust Fund

Sedgwick James of Florida Inc.
Peter J. Brennan, P.O. Box 945155,
Maitland. Fla. 32794-5155; 407-875-5900
Domicile: Florida

Professional

liability

Excess

professional
liability

Professional

liability

Claims-made

and

occurrence

April 1978

Occurrence

$25 million primary September 1986
or excess of

$5 million Claims-made

$1 million primary

General: $100 mil-

lionexcess of $25

million; D&O: $50

million excess of

$ 25 million

$100,000,

$250,000,

$500,000 ,$1

million, (minimum

S.I.R $10,000)

Various limits

$1 million primary;
$1 million excess

of $1 million

$1 million

primary

$6.3 million

per occurrence

Various limits

$1 million

primary

$10 million

excess

$250,000 per
occurrence/

$1 million

aggregate

July 1990

Occurrence

July 1986

Claims-made

December 1987

Claims-made

March 1989

Claims-made

and

occurrence

June 1986

Occurrence

November 1989

Occurrence

March 1990

Occurrence

July 1988

Claims-made

Apn11989

Claims-made

Apa 1985

Claims-made

April 1975

Claims-made

Access

Direct

Restricted

Non-U.S.

brokers

Colorado

school

districts

All brokers

and

direct

Direct

Captive
insurance

companies

Direct

Direct

All brokers

Direct

All brokers

Direct

Direct

Premium

volume

(in millions)
1992

1993(est.)

$6.9

$7.5

$38.1

$40.0

$5.0

$5.0

$2.3

$2.3

$64.6

$47.5

$50.0

$53.0

$0.2

$0.2

$0.4

$0.5

$3.1
$3.2

$0.6
$0.7

$2.0

$2.8

$3.3

$4.0

$1.4

$2.0

$7.0

$8.5

1992 assets/

Capital
& surplus

(in millions)

$41.3

$20.3

$14.8

$10.3

$454.0

$237.5

$310.0

$160.5

$1.1

$0.5

$119.0
$22.0

$15.1

$13.3

$30.0

$12.0

$0.3

$0.3

$8.1
$3.1

$77.4

$60.8

$1.8
$1.1

$55.0

$20.0

$1.6
$0.8

186

195

23

25

117

132

11

12

1,400

2,000

700

725

1

1

Number

Of Policy-
holders

1992

1993 (est.) Membership

125

150

15

20

3

3

10

10

22

30

16

16

28

32

Catholic multi-

institutional

health care

systems

Manufacturers

of valves

and fittings

All classes

Colorado

school

districts

Electric and

gas utilities

Engineers (civil,
electrical, mech-

anical, structu-

ral) and arch-
itects

All classes

Privately
owned

campgrounds

Privately
owned

for-profit

campgrounds

Major exporters
and financial

institutions

Banking
institutions

Financial

planners
and advisors

Private, not-

for-profit

and govern-
ment hospitals

Private, not-

for-profit

and govern-
ment hospitals

Continued on page 29
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Facility

Management company
Contact name, address & phone

Florida Hospital Workers' Compensation S.I.F.
Sedgwick James of Florida Inc.
Peter J. Brennan, P.O. Box 945155,

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

Food Processors Risk Retention Group
Johnson & Higgins Services Inc.
Basil Futrell, 1401 New York Ave. N.W.,

Washington, D.C. 20005; 202-639-5910
Domicile: Vermont

Forest Insurance Ltd.

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

Fraternity Insurance Trust

C.J. Spivey Associates Inc.
C.J. Spivey, 5821 Fair/iew Road, Suite 100,
Charlotte, N.C. 28209; 704-556-9558
Domicile: North Carolina

Risks

Workers

compensation

Products liability

Excess umbrella

liability

General [iability,
property

Limits

Statutory

$10 million

primary

First policy

Policy form Access

September 1977 Direct

Occurrence

ApM11988

Occurrence

Maximum capacity: January 1980
$10 million per

occurrence/$10 Claims-made

million aggregate and

occurrence

$2 million primary October 1992

Claims-made

and

occurrence

Direct

Must be

captive
insurance

company
related

business

Invitation

only

through
Specific
broker

Premium

volume

(in millions)
1992

1993(est.)

$1.2

$1.5

$10.2

$11.0

$1.3
NA

$2.4
$2.5

$0.4

$0.4

1992 assets/

Capital

& surplus
(in millions)

$20.0
NA

.,

control the costcSt co»dprorkers
GRS gives new

rheaning:to the word
"rehabilitation" Gby offering you a

variety' of well-defined medical arid
- vocational (*jgfqtf*jiRNA[IR!0(WRIT [#1*}ram#VT#

that benefit employers as well a5 workers, That's
because all of ouj programs are' designed to put

- disabled workers.on the fast track to a comeback.

- As America's largest IF{IMF[Mm}jiMRrir
 (fll#YAMilljaVY lAYiNRI#*{35AJARrif {Sj*6#51}gf%#N][E%% - 6.: 1

ORS can help you 'develop and'administer a
, disability cost containment program of your own. . -1 /i'

' :With BI©*41 '1**R] {1(* 5(0[M-Z! in -'          .."......
the United States; Puerto Rico ind Canada, 1 illillk.Illillilli

11 . b . ..
, 1,

50 ' '' '. #'''01'i
%   1* ".

'. 0 1/1 .

, r           ,
.

GRS now ser\es well over lf,000 clients. Clients who

rely on our extensive experience in %1*SAHIJCfY
(@[f43086[fA[[Rl)*INRMT, and the quick response of
our nationwide network to help them keep disability
management costs in line while getting their
disabled workers back on the job - quickly and
cost effectively.

For more information on GRS' nationally-coordi-
nated programs to help you ©50:RRS{m» 1MMIZ
af}@if* of rehabilitating disabled workers, please
call or fax today. Phone 215-993-2800.
Fax 215-993-2819.

GENERAL
REHASISIATION
SERVICES INC
047001 A»(E©1"11*NIMS

'5 (0>3. * .* -©* b#*Muwk**)
%*aw« AMM#*eN 1,144 , '

'

: .f:' :' r
8, 'i ' . ':. *

$12

$0.6

$6.7

$4.0

5

10

8

8

DUNHESS 17&23-U/UnCE, JUly 1.3, 1330 / 42,

150

NA

32

32

Members of

National

Food Processors

Assn.

Forest

products

industry

National

fraternity
organizations

Continued on page 30

Number

of policy-
holders

1992

1993 (est.) Membership

Private, not-

for-profit

and govern-
ment hospitals
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Guide to alternative risk financing facilities (Continued from previous page)

Facility
Management company
Contact name, address & phone

Hopewell International Insurance Ltd.
International Risk Management (Bermuda) Ud.
Graham D. Brice, Belvedere Bldg., P.O. Box HM 660,
Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Hospital Underwriting Group Inc.
HUG Services Inc.

Kenneth W. Smith, 25 Century Blvd; Suite 300,
Nashville, Tenn. 37214; 615-885-5333
Domicile: Tennessee

Housing Authority Property Insurance Inc.
Yankee Captive Management Co.
John Salisbury, P.O. Box 189,
Cheshire, Conn. 06410; 203-272-8220 ext. 201
Domicile: Vermont

Housing Authority Risk Retention Group Inc.
Yankee Captive Management Co.
John Salisbury, P.O. Box 189,
Cheshire, Conn. 06410; 203-272-8220 ext. 201
Domicile: Vermont

IARW Insurance Co. Ltd.

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

ISBA Mutual Insurance Co.

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

Independent Laboratories Assurance Co. Ltd.
International Advisory Services Ltd.
David Pickering, P.O. Box HM 2274,
Hamilton HM JX, Bermuda; 809-295-3688
Domicile: Bermuda

Ironworking Contractors Insurance Program
Mutual Risk Management Ltd.

Richard C. Holton, 1850 Craigshire, Suite 102, ,
St. Louis, Mo. 63146; 314-469-2184
Domicile: Bermuda

Joint School Districts Workers' Compensation
Self-Insurance Pool

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

MPC Insurance Ltd.

Johnson & Higgins Services Inc.
Julie S. Boucher, 7 Burlington Square, Sixth Floor.
P.O. Box 530, Burlington, Vt. 05402; 802-864-5599
Domicile: Vermont

MEDMARC Insurance Co.

Hamilton Resources Corp.

Roger N. Loftis, 4000 Legato Road, Suite 800,
Fairfax, Va. 22033; 703-273-1995 ext. 330
Domicile: Vermont

Mental Health Risk Retention Group Inc.

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

Midwestern Liability Insurance, A Risk
Retenlon Group RiskCap
Sherlyn W. Farrell, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688

Domicile: Colorado

Risks Limits

Property and Unlimited excess

marine insurance/ of captive
reinsurance retentions

Hospital general

liability and
professional

liability

Property

Uability

Legal liability

Professional

liability

Professional

liability

First policy
Policy form

1972

Occurrence

$25 million excess June 1976

of $5,000
Claims-made

Blanket limits

$5 million primary

$1 million primary

$5 million per

occurrence/$5

million aggregate

August 1988

Occurrence

June 1987

Claims-made

and

occurrence

1973

Occurrence

November 1988

Claims-made

$1 million excess 1976

Workers compensa- $1 million primary
tion, general liability
and auto liability

Workers

compensation

Professional

liability

Product liability

Statutory

Claims-made

December 1988

Occurrence-

July 1986

Occurrence

$10 million primary; September 1987
$5 million excess

of $10 million; Claims-made

$25 million excess

of $25 million

$5 million primary January 1979

General, professional $1 million primary
and D&0 liability

General liability
and surety

Claims-made

January 1988

Claims-made

$150,000 retention; June 1988
$850,000 excess

of $150,000
Occurrence

Access

Must be

captive
insurance

company

related

business

All brokers

and

direct

Direct and

Specific
broker

Direct

Direct

Direct

Direct

Direct

Restricted

Not

accessible

All brokers

All brokers

Direct

and all

brokers

Premium

volume 1992 assets/

(in millions) Capital
1992 & surplus

1993(est.) (in millions)

$110.0

$110.0

$0.3

$0.2

$24.0

$26.0

$21.4

$23.8

$6.0
$6.5

$5.0

$5.8

$3.1
$3.4

$0.6

$0.6

$8.0

$9.0

$4.0
$3.9

$32.7

$35.0

$8.6

$9.9

$4.0

$4.3

$21.5

$7.8

$126.0

$24.0

$1.7

$1.4

$70.7

$24.3

$9.1
$5.3

$15.9

$4.9

$3.2

$0.5

$2.6
$2.1

$11.9

$2.8

$50.4

$19.8

$124.5

$40.5

$8.8

$0.3

$3.5

$1.4

Number

of policy-
holders

1992

1993(est.)

4,000

4,500

6

6

125

140

270

290

56

58

145

150

9

10

21

21

521

540

18

20

13

13

84

88

4

4

Membership

Multi-national

companies,

including me-
talworking, food
manufacturing,
banking, phar-
maceutical

For-profit
and not-for-

profit multi-

state hospital
systems

Members of

Housing
Authority
Insurance Inc.

Public housing
authorities

Members of the

International

Assn. of

Refrigerated
Warehousemen

Members of

Illinois

State Bar

Assn.

Independently

owned testing
laboratories

Members of

Union of

Ironworking
Contractors

Colorado

school

districts

Law firms

Manufacturers

and distributors

of medical devices

and clinical

laboratory products

Members of

Mental Health

Corp. of America
or National

Council

Health Centers

Waste

management

companies

Continued on page 31
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Guide to alternative risk financing facilities (Continued from previous page)

Facility

Management company
Contact name, address & phone

Mount Mansfield Insurance Group Inc.
AIG Captive Management Co. Inc.
John P. Giesen Jr., 1233 Shelbume Road,

South Burlington, Vt. 05403; 802-658-9405
Domicile: Vermont

National Dental Mutual Insurance Co.,

A Risk Retention Group
Professional Benefits Insurance Co.

Mary Hart, 10835 Rockley Road,
Houston, Texas 77099; 713-561-5311
Domicile: Colorado

National Guardian Risk Retention Group
Willis Corroon Corp./ARMS

Shane Knotts, P.O. Box 305024,

Nashville, Tenn. 37230-5024; 615-872-3373
Domicile: Tennessee

Risks

Workers

compensation

Dental medical

malpractice

Limits

Statutory

$1 million per
occurrence/

$3 million

aggregate

Medical professional $1 million per
liability occurrence/$3 mil

lion aggregate;
$10 million annual

aggregate

First policy
Policy form Access

September 1992 All brokers

Occurrence

January 1988

Claims-made

January 1979

Claims-made

All brokers

and

direct

Premium

volume

(in millions)
1992

1993(est.)

Not marketed $3.0

$3.0

$5.5

$12.0

$0.4

$0.5

1992 assets/

Capiial

& surplus

(in millions)

$68

$1.2

$3.2

$2.5

$8.0

52.0

350

370

12

24

Number

Of Policy-
holders

1992

1993(est.) Membership

Members of

Drivers Employer
Council of

America

Members of

Dental Risk

Management
Foundation

Members of

National Guardian

Membership Assn.

Continued on page 32
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Guide to alternative risk financing facilities (Continued from previous page)

Facility

Management company
Contact name, address & phone

New Providence Mutual Ltd.

Allendale Management Co. Ltd.
Elaine Parker, Skandia International Risk Management Ud.
P.O. Box HM 2062, Hamilton, Bermuda; 809-295-2185
Domicile: Bermuda

Nonprofits' Insurance Alliance of California
Self-managed
Pamela Davis, P.O. Box 8485,
Santa Cruz, Calif. 95061-8485; 408-459-0980
Domicile: California

Non-Profits insurance Assn.,

An Interinsurance Exchange
Berkley Risk Services
Vicki Fraher, 920 Second Ave. S., Suite 700,

Minneapolis, Minn. 55402; 612-376-4220
Domicile: Minnesota

Non-Profits' Mutual Risk Retention Group
Risk Retention Management Inc.

Wayne Hams or Julius Aebly, 1800 Second St., Suite 104,
Sarasota, Fla. 34236; 800-533-3097

Domicile: Vermont

North American Builders Indemnity Co.
RiskCap
Michael Murphy, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688

Domicile: Colorado

Nuclear Electric Insurance Ltd.

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

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

Four health plans
team up to launch
computer network

SAN FRANCISCO-Four lead-

ing California managed care
health plans have jointly
launched an electronic data in-

terchange network to reduce ad-
ministrative costs and improve
service for their combined state-

wide membership of nearly 3.5
million people.

"The California Health Infor-

mation Network"-formed by
Blue Shield of California, Health

Net, PruCare of California and
TakeCare Health Plan-will set

up computer links for paperless
transactions between health plan
payers and providers.

The network will expedite
transmission of health care data

such as billing and eligibility
transactions. It is estimated to

save up to $40 million in annual
administrative costs.

Other health plans may join
the network, and savings could
double, said a Blue Shield
spokesman.

The network, expected to be
fully active in early 1994, is de-
signed and operated under con-
tract with Electronic Data Sys-
tems Corp. of Plano, Texas, and
Health Information Technologies
of Princeton, N.J.

-By Louise Kertesz

Risks

All-risk property

General liability,
commercial auto,

miscellaneous

professional, D&0,
improper sexual
contact

Property, inland manne,

various general, profes-
sional, D&0 and auto

liability, physical
damage and crime

Limits

$4 million primary

First policy

Policy form

December 1991

NA

Access

All brokers

and

direct

$1 million primary November 1989 All brokers

Various

General, D&0, auto, $1 million primary;

property, crime, $5 million excess

boiler, machinery of primary
and improper
sexual contact

Real estate E&0,

comprehensive
general liability

Excess property
and business

interruption on
nuclear power
stations

Proprietary

$425 million bus-

iness interruption
$1.38 billion

excess of $500

million property

Claims-made

and

occurrence

December 1989

Claims-made

and

occurrence

Appointed
agents

November 1991 All brokers

Claims-made

and

occurrence

May 1990

Claims-made

and

occurrence

Pure

captive

September 1980 Direct

Claims made

and

occurrance

Premium

volume

(in millions)
1992

1993(est.)

$190.0

$180.0

$4.0

$4.5

$3.6

$5.6

$1.0

$5.0

$2.4

$3.5

$1.7

$1.8

1992 assets/

Capital
& surplus

(in millions)

$5.0

$5.0

$11.8
$9.7

$1,500.0

$1,762.0

$5.0

$1.7

$1.8
$0.7

$5.2

$2.5

70

70

203

600

7

10

1

1

Number

of policy-
holders

1992

1993(est.) Membership

720

1,060

400

600

Industrial and

commercial

property business

California

nonprofit
corporations tax-

exempt under IRS
code 501(c)3

Social service

organizations
with 501(c)
IRS designations

Non-profit organ-
izations, social

services, counsel-

ing, residential
care

National home

builders and

developers listed
on the NYSE

Electric utility
companies

Continued on page 33

Excess liability.TICK OK for now.TICK But what if theTICK reinsurance marketTICK gets tight or yourTICK

Call a company with stability: AEIA. Carriers with huge surpluses. Flexible terms. One policy with one service team. And
a 90% retention rate. Created by I 3 industry giants. With one phone call, get premium and coverage in formation and
submission requirements. 203-528-2I55 or fax 203-282-9393. Underwriting member companies as of 12/92: The Aetna Casualty and
Surety Company; Continental Casualty Company; Continental Insurance Company; Employers Reinsurance Corporation; Federal Insurance Company;
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Guide to alternative risk fillancing facilities (Colltintled from previous page)

Facility
Management company
Contact name, address & phone

Nuclear Mutual Ltd.

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

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

Oil Casualty Insurance Ltd.

Oil Management Services Ltd.
K. Doyle Stephens or Jon R. King, ACE Building,
30 Woodboume Ave., Pembroke HM 08,

Bermuda; 809-295-0905 Domicile: Bermuda

Oil Insurance Ltd.

Oil Management Services Ltd.

K Doyle Stephens, ACE Building, 30 Woodboume Ave.,
Pembroke HM 08, Bermuda; 809-295-0905
Domicile: Bermuda

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

Plastics Industry Risk Retention Group

Risk Retention Management Inc.
Wayne Harris or Julius Aebly, 1800 Second St., Suite 104,
Sarasota, Fla. 34236; 800-533-3097
Domicile: Vermont

Polaris Asbestos Insurance Corp.

(A Risk Retention Group)

Johnson & Higgins Services Inc.
Warren 0. Hart, 2777 Summer St.,

Stamford, Conn. 06905; 800-292-7272

Domicile: Colorado

Risks

All-risks property
for nuclear

utilities

Umbrella general

and D&0 liability

Limits

$500 million

primary

First policy
Policy form

January 1973

C)ccurrence

Umbrella: $100 mil- June 1986
lion excess of $20
million; D&O: $50 Claims-made

million excess of

$20 million

Propetty, well control, Up to $200 million
pollution liability and per occurrence;
marine hulls $275 million agg-

regate excess of
at least $5 million

Professional liability $5 million primary

Plastics companies

Premises asbestos

liability

January 1972

Occurrence

Access

Direct

Bermuda

brokers and

direct

Bermuda

brokers and

direct

December 1986 Direct

Claims-made

$1 million primary; September 1990 All brokers
$5 million excess

of primary Claims-made

and

occurrence

$2 million per
occurrence /$6

million

aggregate

November 1992 All brokers

Modified

claims-made

carrier takes a big hitTICK- . . . .. . -TICK. . . . . . . .TICK. . . . . . . .TICK , **

General Accident Insurance Company of America; General Reinsurance
Corporation; The Home Insurance Company; Insurance Company of North
America; Maryland Casualty Company; NAC Reinsurance Corporation;
The Travelers Indemnity Company; Zurich Insurance Company, U.S. Branch.

Premium

volume

(in millions)
1992

1993(est.)

Jillz American Excess

 Insurance Association

$83.0

$85.0

$38.0

$43.0

$226.3

$255.5

$0.002

$16.1

$9.2

$9.5

$0.6

$0.7

1992 assets/

Capital
& surplus

(in millions)

$650.0

$645.0

$262.1

$155.7

$1,445.8
$588.4

$38.0

$22.0

$0.5

$0.5

NA

NA

Number

of policy-
holders

1992

1993(est.) Membership

128

130

1

125

22

26

49

50

45

50

23

27

Electric utility
companies

Petroleum

industry

Petroleum

industry

Large, regional
U.S. and Canadian

insurance agencies
and their

affiliates

Plastics process-
ors, manufactur-

ers, machinery
manufacturers

Managers of
commercial,

industrial

manufacturing
or multiple residential
buildings

Continued on page 34

Centre Re given
initial rating of 'A'
by A.M. Best Co.
OLDWICK, N.J.-A.M. Best

Co. Inc. recently assigned a high
initial rating to one of the
world's largest reinsurers and
upgraded the ratings of two
major property/casualty insur-
ers.

Centre Reinsurance Co; of New

York, its Bermuda-based parent
Centre Reinsurance Bermuda

Ltd. and two offshore affiliates

were assigned first-time Best
ratings of A. Centre Re, which is
roughly three-quarters owned by
Zurich Insurance Co. of Switzer-

land, has surplus of about $1
billion, according to Best.

Sun Alliance Group's rating
was raised to A+ + from A+, a
move that Best says "reflects the
outstanding financial perfor-
mance, conservative operating
strategy and very strong balance
sheet position" of the New York-
based subsidiaries of London-

based Sun Alliance Group P.L.C.
Best also upgraded Chicago-

based Old Republic Insurance
Co. to A + from A, in recognition
of the company's "conservative
operating strategy, expertise
within the alternative risk trans-

fer business and the company's
strong capitalization."

-By Mark A. Hofmann
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Facility
Management company
Contact name, address & phone

Primex Ltd.

Johnson & Higgins (Barbados) Ltd.
Anderson Marshall or David K. Self, P.O. Box 1274,
Alleyne House, White Park Road,
Bridgetown, Batbados; 809-436-9929
Domicile: Barbados

Professional Business Owners Self Insurers Fund

Self-managed
Jack Arnold, 1051 Winderly Place, Suite 207,
Maitland, Fla. 32751; 800-533-3628
Domicile: Florida

Risks

Excess liability in-
cluding bodily injury,
property damage,

personal injury
and advertising
injury

Workers

compensation

The Property Insurance Facility Ltd. Property

International Risk Management (Bermucia) Ltd.
Graham D. Brice, Belvedere Building, P.O. Box HM 660,
Hamilton HM CX, Bermuda; 809-295-0713

Domicile: Bermuda

Quail Street Casualty Ltd.

Quail Street Management Ltd.
Mark G. Moffat, P.O. Box HM 1088,
Hamilton HM EX, Bermuda; 809-292-2582
Domicile: Bermuda

Workers

compensation,
harvest strike,

credit, flood,

earthquake, ocean

marine cargo

Risk Engineering Insurance Co. Ltd. All-risk

Allendale Management Co. Ud. property

Elaine Parker, Skandia International Risk Management Ud.
P.O. Box HM 2062, Hamilton, Bermuda; 809-295-2185
Domicile: Bermuda

The Risk Exchange Assn.
Skandia International Risk Management Ltd.
Robert J. Rosser, P.O. Box HM 2062,
Hamilton HM HX, Bermuda; 809-295-2185
Domicile: Bermuda

Sargasso Mutual Insurance Co. Ltd.
Johnson & Higgins (Bermuda) Ltd.
Eugene Carmichael, P.O. Box HM 1826.
Hamilton HM HX, Bermuda; 809-292-4402
Domicile: Bermuda

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

States Self-Insurance Risk Retention Group Inc.
Berkley Risk Services Inc.
R. Scott King, 1303 Hightower Trail, Suite 220,
Atlanta, Ga. 30350; 404-594-7744
Domicile: Georgia

Structural Engineers Insurance Ltd.
International Advisory Services Ltd.
David Ezekiel or David Lan,pit, P.O. Box HM 1760,
Chevron House, 11 Church St., Hamilton HM HX,
Bermuda; 809-295-3688
Domicile: Bermuda

Structured Insurance Products Designed
for Individual Clients

Zurich International (Bermuda) Ltd.
Michael R. Deevy, P.O. Box HM 2268,
Hamilton HM JX, Bermuda; 809-292-8155
Domicile: Bermuda

SUBWAY Owners' Mutual Insurance Co.

AIG Captive Management Co. Inc.
John P. Giesen Jr., 1233 Shelburne Road,
South Burlington, Vt. 05403; 802-658-9405
Domicile: Vermont

Property,
casualty,
marine

D&0 liability

Product liability

Limits

First policy

Policy form

$15 million excess July 1986
of $1 million

general liability or Claims-made

$2million

auto liability

$100,000 per

occurrence;

$100,00 each em

ployee / $500,000

per policy

Vadous

Various

$5 million primary

1990

NCCI standard

August 1992

Claims-made

and

occurrence

1979

Claims-made

and

occurrence

1980

Occurrence

Property/marine: February 1984

$2 million primary;
Casualty: $2 million Claims-made
excess of $5 million and

occurrence

Primary or excess: 1986
$5 million, $10 mil-

lion or $15 million Claims-made

$1 million primary June 1986

Claims-made

Auto, general, public $10 million excess July 1988
officials and law of minimum

enforcement liability $100,000 S.I.R. Claims-made

Professional liability $1 million primary;
$1 million excess

of $1 million

All risks

Workers

compensation
and business

owners' package

Vadous

$1 million primary

1986

Claims-made

October 1988

Claims-made

and

occurrence

January 1993

Occurrence

Access

All brokers

and

Bermuda

brokers

All brokers

All brokers

All brokers

and

direct

All brokers

and

direct

All brokers

and

direct

Direct

Direct

All brokers

and

direct

Direct

All brokers

and direct

All brokers

Premium

volume

(in millions)
1992

1993(est.)

$11.9

$10.5

$21.0

$25.0

$0.9

$2.0

$4.9

$5.5

$4.0

$5.0

$2.0
$2.3

$3.0

$2.7

$4.9

$5.5

$145.0

NA

$0.8

$1.0

$1.6
$1.6

$0.0

$6.0

1992 assets/

Capital
& surplus

(in millions)

$48.4

$24.3

$14.6
$1.2

$18.0

$7.0

$3.3

$2.3

$23.5

$23.5

$31.8

$30.2

$14.2

$10.1

$493.0

$114.7

$7.0
$4.0

$8.5

$2.0

NA

NA

NA

NA

Number

of policy-
holders

1992

1993(est.)

943

NA

150

150

17

19

11

8

2

4

0

1,500

12

14

115

120

18

18

40

36

16

13

70

80

Membership

Chemical and

chemical-

related

manufacturers

Members of

Professional

Business Owners

Assn.

Various

unrelated

enterprises

Members of

Western Growers

Assn. of

California and

Arizona

Industrial and

commercial

property business

Captive insurance

companies that
reinsure each

others' parent-
related risks

Mutual life

insurance com-

panies domiciled
in the United

States and Canada

Sporting arms
manufacturers

and importers

Public entities:

cities, counties,

school boards,

affiliated utility
districts

Structural engin-
eering firms with
more than $1.5
million annual

billings

Various

Fast food

franchises

Continued on page 35
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Facility
Management company
Contact name, address & phone

Technologies Assurance Risk Retention Group.
Assn. Inc

Sedgwick James Management Co. Inc.
Andrew Sargeant, 95 St. Paul St., Suite 3A,
Burlington, Vt. 05401; 802-658-7947
Domicile: Vermont

Terra Insurance Ltd.

CF.M Insurance Managers Ud.
Simon Scupham, Reid House 31, Church Street,
Hamilton HM 12, Bermuda; 809-292-6424
Domicile: Bermuda

TOPS Insurance Ltd.

Oil Management Services Ud.
K. Doyle Stephens, ACE Building, 30 Woodboume Ave.,
Pembroke HM 08, Bermuda; 809-295-0905
Domicile: Bermuda

Tortuga Casualty Co.
International Risk Management (Cayman) Ud.
Roger Phelps, British American Tower, P.O. Box 69,
Grand Cayman, Cayman Islands, B.W.I.; 809-949-0155
Domicile: Grand Cayman

Risks Limits

General liability, $1 million primary;
including products/ $1 million or $2
completed operations million aggregate

available

First policy
Policy form

November 1989

Occurrence

Professional and $1 million per 1971

environmental occurrence/$1 mil- Claims-made
impairment liability lion aggregate

Offshore production $100 million
facilities

Excess liability

United Educators Insurance Educators legal

Risk Retention Group Inc. liability, excess

United Insurance Management Co. umbrella, profes-

Arthur G. Broadhurst, 2 Wisconsin Circle, Suite 1040, sional iability,

Chevy Chase, Md. 20815; 301-907-4908 ERISA fiduciary

Domicile: Vermont

United Insurance Co.

International Risk Management (Cayman) Ud.
Roger Phelps, British American Tower, P.O. Box 69,
Grand Cayman, Cayman Islands, B.W.I.; 809-949-0155
Domicile: Grand Cayman

The Water, Wastewater and Process Equipment
Manufacturers' Insurance Co.
AIG Captive Management Co. Inc.
John P. Giesen Jr., 1233 Shelburne Road,
South Burlington, Vt. 05403; 802-658-9405
Domicile: Hawaii

Western Pacific Mutual Insurance Co.,
A Risk Retention Group
RiskCap
Michael Murphy, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

Property and
casualty

General liability,
product liability,
pollution coverage

Ten-year new
home warranty

Wrenford Insurance Co. Ltd. All-risks property -

International Risk Management (Bermuda) Ltd. primarily highly

Anna W. Summers, Belvedere Building, P.O. Box HM 660, protected risks
Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

X.L. Insurance Co. Ltd.

Self-managed
James S. Ansaldi or Robert J. Cooney, Cumbelland House,
Victoria St., Hamilton HM JX, Bermuda; 809-292-8515
Domicile: Bermuda

Excess general,
D & 0 and E&0

liability

January 1993

Occurrence

$50 million excess January 1986
of $25 million

Claims-made

Legal liability: June 1987

$25 million primary;
excess: $25 million Claims-made
excess of $1 million; and
professional: $1 mil- occurrence
lion primary ERISA:
$10 million primary

$1.5 million primary; January 1976
$5 million excess
of various Claims-made

and

occurrence

$1 million primary; November 1989
$4 million excess

of $1 million Occurrence

Home value

primary

Unlimited excess

of $25,000

deductable

Sep. PD/81

General liability:
$100 million excess

of $25 million;
D&O: $20 million

excess of $20 mil-

lion; E&0: $25 mil-
lion excess of $25

million

July 1990

Occurrence

June 1975

captive
Occurrence

April 1986

Claims-made

and occur-

rence reported

Access

All brokers

and direct

All brokers

and direct

Direct

All brokers

and direct

All brokers

All brokers

and direct

All brokers

Warranty
administrator

Must be

insurance

company
related

business

Bermuda

brokers

Premium

volume

(in millions)
1992

1993(est.)

$1.2

$1.5

$0.0

$30.0

$1.0
$1.0

$25.2

$27.5

$7.0
$7.5

$60.0

$50.0

$0.4

$1.0

$460.0
NA

$2.6
$3.2

$3.0

$3.0

1992 assets/

Capital

& surplus
(in millions)

$3.5

$1.2

$5.3

$5.0

$28.0

$7.0

$18.2

$2.6

$220.0

$14.0

NA-

NA-

$3,067.0
$1,627.0

$2.2

$1.5

$5.1
$1.7

$2.2

$0.9

Number

Of Policy-
holders

1992

1993(est.)

27

35

667

750

Proprietary

Proprietary

0

16

9

9

16

18

75

75

19

28

NA

NA

5

5

Membership

Members of The

Assn. for

Manufacturing
Technology

Members of

Assn. of Soil and

Foundation

Engineers

Oil and/or

gas operations

Various

Educational insti-

tutions, colleges,
foundations,

cultural organi
zations

Vadous

Members of

WWEMA or PEMA

Purchase warranty
through Resi-
dential Warranty
Corp. home
construction

and sales

Metal-working,
electrical

companies

Industries, finan-
cial institutions

and service com-

panies
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Primex's success proving insurers wrong
By DAVE LENCKUS

BRIDGETOWN, Barbados-Pri-

mex Ltd. had a few things to learn
when the group captive began pro-
viding excess liability coverage for
medium-size chemical companies
in 1986.

But policyholders and managers
now think they may have taught
the traditional insurance market a

few things.
Seven years after Primex was

created, those connected with the

r

L

A
i

facility say it is none the worse for:
• An excess liability coverage

program placed with H.S. Weav-
ers (Underwriting) Agencies Ltd.
that ended when Weavers col-

lapsed in 1990.
• Two full-limits losses within

18 months of each other begin-
ning in Primex's third year.

• A somewhat cumbersome ini-

tial claims-payment system.
But Primex has provided its pol-

icyholder members with relatively
stable premiums and capacity, and

capital has grown as it has not suf-
fered any more full-limits losses.

Indeed, as of March 31, Primex's
unaudited financial statements

show it has $25.1 million of capital
and surplus. Assets totaled nearly
$61.7 million. It also had almost

$30.1 million of gross discounted
loss reserves, which includes case
reserves and reserves for incurred-

but-not-reported claims.
"It's actually performing just the

way we thought it would be," said
Dick Turner, a vp with Johnson &

Higgins in Atlanta. Mr. Turner, a
Primex manager, helped to prepare
a feasibility study on the facility.

"I think it's worked a little better

than initially expected," said Craig
E. Carpenter, director-risk and
materials management for Angus
Chemical Co. of Buffalo Grove, Ill.,

one of the policyholders that suf-
fered a full-limits loss.

"It seems the company has pro-
ceeded along the lines I had antici-
pated," said risk management con-
sultant Robert N. Hughes, who

A T 0 N PRODUCTSABILITY

SUIT TAKES MANUFACTURER TO

CLEANERS DUE MAINLY TO DEPTH

OF POCKETS.

MOST OF THE EVIDENCE IN

AN AIRPLANE CRASH WAS

DESTROYED BY FIRE, SO NO CASE

COULD BE PROVED AGAINST

SEVEN DIFFEREAT DEFENDANTS,

MAICERS OF THE AIRCRAFT,

ENGINES, AND COMPONENTS.

YET IT TIED UP ONE "DEEP

POCKETS" DEFENDANT, A SWITCH

MANUFACTURER, IN COURT FOR

ALMOST FIFTEEN YEARS, COSTING

HUNDREDS OF THOUSANDS TO

DEFEND. |T'S AN EXPENSIVE FAL-

LACY TO THINK THAT BY BEING

CONSCIENTIOUS, OR BY HAVING

LITTLE-TO-NO INVOLVEMENT

WITH AVIATION, OR BY HAVING

NOTHING TO DO AT ALL WITH

r

90600

MANUFACTURING AIRCRAFT YOU

WILL HAVE NO EXPOSURE TO

AVIATION PRODUCTS LIABILITY

CLAIMS. AAU KNOWS THE RISKS

YOU FACE AND HOW TO PROTECT

YOU, BY EXPERT UNDERWRITING,

LOSS PREVENTION PLANS,

RESOURCEFUL LEGAL AND CLAIMS '

SUPPORT. IN SHORT, THE RIGHT

INSURANCE WITH E»C'R,LGHT

PEOPLE. ASSOCIATED AVIATION

UNDERWRITERS. YOU DON'T

HAVE TO BUILD AIRPLANES TO

NEED AVIATION PRODUCTS LIA-

BILITY PROTECTION.

Raising l'our

reviewed the facility for Weavers
in 1988.

Mr. Hughes, president of Robert
Hughes Associates Inc. of Dallas,
reported to Weavers in 1988 that
Primex was well-managed and ap-
propriately reserved and had

sound underwriting practices.
Today, "it's very much a sue-

cess," he said.
Those connected with Primex

say its loss experience and growth
show that commercial insurers

should not have abandoned all

midsize chemical company risks in
the last hard market.

"Insurers shouldn't have been so

greedy in trying to recoup in one
year whatever they were trying to
recoup," said Bill Hamilton, corpo-
rate treasurer for Quaker Chemical
Corp. of Pittsburgh, a founding
member of Primex. "That would

have stopped us dead in our tracks.
None of us wanted to be in the in-

surance business. It has cost us a

lot of professional time," said Mr.
Hamilton, who was elected last
month to a two-year term as Pri-
mex chairman.

Quaker turned to the facility be-
cause of its problems finding $ 10
million to $15 million of liability
insurance in the mid-19805.

"The insurance industry was
wrong for walking away from us,"
said Mark F. Wilson, who spear-
headed Primex's creation when he

was risk manager of First Missis-
sippi Corp.

During 1985's midyear renewals,
Jackson-based First Mississippi
could complete only 5% to 10% of
its $100 million general liability
program. And, it had to accept an
absolute pollution exclusion, said
Mr, Wilson, who was named to the
1987 Business Insurance Risk Man-

agement Hodor Roll in part be-
cause of his efforts to establish Pri-

mex (BI, March 30, 1987)
If commercial insurers had ap-

proached the risks of midsize
chemical companies as Primex did,
they could have continued to sue-
cessfully underwrite the business,
including pollution risks, said Mr.
Wilson, now risk manager and as-
sistant treasurer at Lyondell Petro-
chemical Co. in Houston. Lyondell
is not a Primex member.

Primex is designed for chemi-
cal companies with $100 million
to $1 billion in annual revenues

that produce chemicals and chemi-
cal-related products used by other
manufacturers or pharmaceutical
companies in their production pro-
cesses. Primex policyholders can
purchase separate $15 million
limits for: product liability/com-
pleted operations; automobile lia-
bility; employer's liability; and
other personal injury and third-
party property damage. Coverage
is written on a claims-made basis.

Primex does not cover onsite

pollution. But it will cover bodily
injury and property damages stem-
ming from offsite pollution, as well
as cleanup costs. Pollution must
stem from incidents that begin and
end within 36 hours.

Policyholders must retain at
least $1 million for most losses.
The exception is a $2 million re-
tention for auto losses,

Policyholders' aggregate re-
tained losses for product liability/
completed operations are limited
to $6 million annually.

Coverage can be placed by any
broker through captive manager

Johnson & Higgins (Barbados) Ltd.
Primex altered its hmits for only

about two years beginning in 1988.
Under a deal with Weavers, limits
were lowered to $5 million, with

Weavers providing $20 million of
Continued on page 40
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helps some insurers 1

fight industry image Names, symbols and statements
all serve to set companies apart
By SARA MARLEY

ASHEVILLE, N.C.-An insurance
company can't control its image, but it
can control its identity.

Advertising and marketing staffs may
not be able to sway public perceptions
about the industry as a whole, but they
can set one company apart through its
corporate identity, said David Martin,
managing director of The Schechter
Group, a New York marketing firm.

And a strong corporate identity can be
created within budget constraints by
"thinking outside the box" when
planning advertising or philanthropic
events.

Products and services, distribution,
senior management's expertise, ratings
and historical reputation can help
distinguish one insurance company
from.the thgusands of others, Mr.
Martin said at the Insurance Marketing
Communications Assn. summer meeting
in Asheville, N.C., last month.

"For financial services, corporate
identity is the primary brand," Mr.
Martin said. "The products and services
are intangible. You don't buy them off a
shelf."

Image is how the public views a
company, while identity is how a
company is presented to the public, he
explained.

"Perceptions are out of your direct
control," Mr. Martin said. "Image and
performance are not directly related.
There can be a substantial lag."

Four criteria should guide
communicators in developing an
insurer's corporate identity:

• A communicative name, which is

the word the company uses as its name.
• The way that name is portrayed

visually, through typefaces.
• A symbol, like a rock, shield or

umbrella.

• A theme or subname that describes

the company's philosophy.
"When all the elements are working,

the image is in sync with the reality of
the corporation," Mr. Martin said. "You

.visually and verbally present yourself
well."

But for advertising and marketing
staffs to develop a successful corporate
identity for an insurer, they must have
access to senior management.

They should learn top managers
vision of the company by talking to
senior executives and board members, 4
he suggested.

"Spend time with the individuals that r
drive the firm," Mr. Martin said. "Learn
their view of the mission, vision and
strategy." 1

Communicators should understand

how senior executives and board

members view the company. If it is not 
in line with

IMCA
insurance

how consumers

view the

company,

communicators will have to challenge ,
the internal view.

Corporate identities can change, but <
most companies want to avoid a

dramatic alteration of its name or logo, Mr. Martin said. Instead of a radical

change, many companies opt to carry
elements of the historical name and logo
into an updated version.

"You don't want to change a strong
name," Mr. Martin stressed. "There is
image value in the name alone."

Also, corporations that operate under
several different names should aim for

subsidiaries and presentations that link
them visually with the parent company.

"The way (the company) is presented
throughout all communications should
be consistent," Mr. Martin said.

Developing or changing a corporate
identity does not have to be expensive.

Much information on current public
perceptions about an insurance
company san be gleaned from existing
sales and marketing information.

Outside public relations and
advertising agencies the insurer employscan also be a good source of information 
about the targeted audience.

Communicators should not overlook 
policyholders themselves to determine
how they view the company and how a
new identity could influence that view.Insurance companies that are looking 1
to enhance their identity may find the 
costs of hiring a sports figure or adding 1
distinctive music to an advertisement

lies within their reach, other
communication experts say.Continued on next page 

--f
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Corporate identity
Continued from previous page

Sponsoring the Super Bowl or
World Series would be astronomic-

ally expensive, but sponsoring a
giveaway at a minor-league game
can be affordable, said Michael
Ritz, vp-creative and promotion
services of PSP Sports Marketing
Inc. in New York, who spoke at
another session at the IMCA sum-

mer meeting.
And the cost of obtaining the

rights to a popular song for a na-
tional commercial is steep, but
leasing prerecorded music for in-
-house videos can cost only slightly
more than a boxed set of compact
discs, or about $100, said Fred
Story, president of Fred Story Pro-
ductions in Raleigh, N.C.

Creative uses for both sports and

music can be tailored to any mar-
keting budget, and are worth the
investment.

Sports fans are active, accus-
tomed to spending money and
loyal, Mr. Ritz said.

Hosting a skybox hospitality
suite, throwing a tailgate party at a
college game or just attending an
event with important clients can be
effective ways to link a company
with the world of sports.

"It creates a positive image to
be associated with things custom-
ers like and believe in," he said.

Celebrity athletes can be brought
in for an autograph signing, or au-
tographed items or tickets can be
auctioned without a celebrity ap-
pearance, Mr. Ritz suggested.

Music adds a professional, po-
lished touch to any project, Mr.
Story said.

This report on Energy was prepared by Munich
Re. Like all research prepared by Munich Re, it
reflects the experience, professionalism and
integrity of the Munich Re organization.

Each Munich Re study is the result of painstaking
research by highly experienced professionals.
The care and attention given to their preparation
is an example of the thoroughness Munich Re
brings to every aspect of reinsurance.

Munich Re-unsurpassed service for more than
110 years.

Music options include prere-
corded, or so-called "needle-drop"
music, he said.

The price range is huge and also
varies by location.

It can start as low as $50 for
prerecorded music used in a not-
for-broadcast marketing or train-
ing video to as high as $250,000 to
license a popular song.

Computers and synthesizers
have brought the cost of compos-
ing and producing music down sig-
nificantly, Mr. Story said.

Companies should also be aware
of the complex legal issues sur-
rounding the use of music.

Commissioning a work for hire
means that the buyer-not the mu-
sician-is regarded as the author
and owns the copyright.

Companies can save money by
contracting for a limited use of a

piece of music. For example, they
may license the music only for a
year. For an additional fee, the
production company will usually
agree not to allow anyone else to
use the music for a specified pe-
riod of time.

No matter how the music is pur-
chased or licensed, the benefits are
many.

"Music can radically alter the
feel of a spot," Mr. Story said.

He also offered some words of

caution:

• Know when not to use music.

"Silence can have an impact, too,"
he said.

• Don't b€ afraid to break the

rules.

• Don't be afraid to commit to

the style of music you use.
• Don't expect music to save

your production. Ell
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Munich Re Group
New York • Chicago • Atlanta
San Francisco • Dallas • Boston

Columbus • Hartford

Philadelphia

Munich Re Group in the USA: MARC and MARC-Ufe

Top honors
to Reliance

at IMCA

showcase
By SARA MARLEY

ASHEVILLE, N.C.-Reliance
National Insurance Co. took the

Sammy Award-top honors-at
the Insurance Marketing & Com-
munications Assn.'s 23rd annual

Showcase

IMCA Awards for

property/ca-
sualty insurance advertising and
marketing firms.

IMCA members vote on the

Sammy Award, given to the
entry that made the greatest
contribution toward raising the
level of insurance marketing
communications.

Wausau Insurance Cos. also

impressed IMCA members, walk-
ing away with Best of Show
awards in three categories and
an Award of Excellence in an-

other.

In all, 45 awards to 29 com-
panies were given out in nine ca-
tegories.

• Marketing and Sales Promo-
tion Directed to Consumers: Best

of Show to Wausau; Awards of
Excellence to Chubb Corp., Utica
National Insurance Group, Fire-
man's Fund Insurance Co., Phico
Insurance Co., General Accident
Insurance Co. and ITT Hartford

Insurance Group.
• Marketing and Sales Promo-

tion Directed to Agents and Bro-
kers or Company Personnel: Best
of Show to Wausau; Awards of
Excellence to Chubb, Utica,
General Accident, Hanover In-
surance Co., Maryland Insurance

Group, Harleysville Insurance
Cos., SAFECO Corp. and Aetna
Life & Casualty Co.

• Television Advertising: Best
of Show to Nationwide Insur-

ance Cos.; Awards of Excellence
to Allstate Insurance Co., Farm
Bureau Insurance Cos. of Indiana
and Aetna.

• Radio Advertising: Best of
Show to Chubb; Award of Excel-
lence to The Country Cos.

• Print Advertising Directed
to Consumers: Best of Show to

SAFECO; Awards of Excellence
to Utica, Wausau, Farm Bureau
Insurance-Michigan and Nation-
wide.

• Print Advertising Directed
to Producers: Best of Show to

General Accident; Awards of
Excellence to Swett & Crawford

Group, Northland Insurance Cos.
and Reliance National.

• Public Relations: Best of
Show to Canadian Reinsurance

Co.; Awards of Excellence to
Erie Insurance Group, Country
Cos., Hanover and Aetna.

• Annual Reports: Best of
Show to Wausau; Awards of Ex-
cellence to Medical Inter-insur-

ance Exchange, Westfield Cos.,
Commercial Union. Insurance

Cos. and the Virginia Insurance
Reciprocal.

• Media Advertising etc.
Directed to Companies: Best of
Show to Business Insurance;
Awards of Excellence to Risk

Management magazine and the
American Institute for Chartered

Property & Casualty Un-
derwriters and the Insurance In-
stitute of America. m



Regardless of
your size,

well treat you
with equal weight.
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At Prudential Re,
we are interested in

doing business with

you. And unlike some

companies, if you team
up with us, we won't
throw our weight around.

Instead, we'll work side by
side. We'll share our experi-
ence with you. To help you

fine tune yourreinsurance
program and make it even
more profitable - just as

we've refined our operations
to make them more respon-
sive to your needs.

© 1991 Prudential Reinsurance Company. a subsidiary of The
Prudential insurance Company of America. Newark, New Jersey.
LAUREL & HARDY CHARACTERS TM & © 1991 Larry Harmon
Pictures Corporation. Hollywood, California 90028.

Whatever your needs, we
won't give you one-size-
fits-all solutions.

We'll tailor solutions

to fit you. We do this
because we know we

will both benefit from

it in the long run.

And we're looking for
relationships that will be
long running.

So before you get into

another fine mess, call
Prudential Re.

Prudential Re l®
The Reinsurer of Choice

Available directly or through an intermediary.
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A different marketme approach IMCA officers elected at meeting
ASHEVILLE N C -Mon than 200 people attended the Insur-

Vital to set a strategy for creative stati: Expert anre Markeung Communicatons Assn 's summer meeting last month
1. '1 - case une stats Ir- d at the Grove Park Inn m Ahewdle, N C
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ag pmblem:s should b€ ete-5 - -04, the establlst -=' - of e natural ca- c. h --t the cat poolwould oe Forster Inc w11 serve as executive vp, Barbara Sinclair-Hembree,
but they s yuld tastrophe rensura«e poni f - -6 a,tri now much an F,arage manager-corporate communications of Farm Bureau Insurance Cos of
al-- 4 dire-., i • What afe the perceptions and ould contribute jbndana, w21 sen,e as vp, Richard L Wnght, director of adverosmg of

« .:& 5' 6 5 a belyefs con©enang *e sub,ect, s does it say how F me Farmers Insurance Group, WIll serve as executive vp, and Joel Kwes-
may of doing f · 0.6: differently," 16£sunr«ant toidetri, flie facts  s : prt,= - = campaign) shourd be jon, creative services dsrector of Royal Insurance Co, unll serve as
aBid author :16 tormer adveftlsmg about a subled and v,hat most pes- -31 noted secretary-treamirer
executive.Yack Keil at the Insurance ple beltev€ about 1 - mid is not a part of fyie In 1994, meet,ngs will be held in San Diego on Jan 1 5-1 8 and
Marketmg Communications Assn in flie i.atastr< . A. tatesy You al'e rfalong the aw in Montreal on June 26-29

summe- -·,seting held last month m most people believe «.ce tive side easier by focusmg the di- For more mformation, contact William T Hadley, IMCA Execu-
r -. ..rijaj -·: NC co,ripanies can pay claims, that they rttion not by tellmg them hovr to trpe Dired.Of, 344 Commercial St, Boston, Mass 02109, 617-266-8400

have to train oursedves to  proht evek m years w:th multiple 710 it That's ther Job "
look m the other direct.Ion, 10 Zlg  losses. ajid that they are obligated to ..

when others gag " paydalms under thetermsofther Study delalls prelerreCI sources (,t lilliratICB i n t ol= m il i l C ),1 i
Unchanneled creativity is act , c nrf=<19

p*ductive, howear l'» - -17--' 7 1- M C -Specialized viders, wfueh numberea 16,647, and 66 5 61, respecti-,ely-for bu FAg
"The nght brain m rei rFble for b . nefrOWed, business pt - and msurance commercial buyers, :*brch num- de©ision mS)nination

the creative eficd ,' sp-» Kell, a  M- - - - - to 1'-0 -- en SaleE,1 3-- -e 5 - f.he best mfor- bered 52 624 Tbe size of the market for buy-
forme, executive cze.&' 2'ie {treetor * , T,,.4 0 1,9e warit t ese peo- mation : ' insurance products Agents Brid trakexs ranked spe-mg decisron mformalion was de-

with Ss.etchs & Sast©hy Adveztsmg  pie f o dop and ser rces, a study commissioned cialized business publications as termmed by combining Ute cjrcula-
m New v- - and author of "The A cial.?-,c strategy should prompt by the publishmg the.Ir top souree of buying-de:sion tions of ] 3 msurance magazmes and
C -bve 1 ':,Ati que" m 1985 ection Here 12 15 te Ret y --, to A * industry has : mformation, wth a 715 rting cot eliminallogduplicates
kf .esponsible for the cr<?a- write letters fo their r- -:senf :01 found of 100 Salespeeple vvere a close sec- Participat?ng publications viere
bve 04 " and senators in Washl - toen- Ame, 0-- " -sness 7 --, s New ond, with a 71 4 rating Other Amencan Agent & Bret:er, Best's

4„ eyeative :trategl -: be "a -0 '»=r passage of ac 18-4 , Yolk-base. , , s ps:c - on», added sources meluded conventions and Re new, Bsmmes3 5%surance, Cana-
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ul- v,= 4 co go: said 50- Keil, viho get L:em to do 2.hal we want thein researrh of} M.m-r-ftlng c eness ma,1, 48 trade she„s 47, and ge,It- der-+Vfkter, bpe-,epmdent Agent Mag-
1 ajso the inventor and voice of to do? m 11 busIness and proi, .,ional em] bumness publications, 45 azine, Insurance Yournal, National
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m the "Take a Bite (>af of r -'mar oY loing covelage or of - AEP , 6 john Eme"7   ELFiranc€ selvice prowders red*ed Rick & Insurance, Risk Manage-
sublic sernee es;mpaigiv "f? f.ellf intich nuse foi* )t, Mr F-r' jio_ sented f "c suriey resufts at the In- specialized bus}ness pub) },cewons ment, Rough Notes and Un-
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Fighting bogus health insurance claims Chubb's
By Kirk J. Mahra Legal steps for insurers to recover money lost through fraud ticket

I.JEALTH INSURERS and conduct (which) is proved by on the same level as the government
1 lother payers can effectively IT Perspective evidence of an ongoing organi- in pursuing civil remedies for
use the legal process to recover zation, formal or informal, and by fraudulent claims Right now, there
money lost to fraudulent health evidence that the var·ous associates are more sanctions apphcable to to support
care claims higher premiums or loss of cover- funchon as a continuing unit" those who steal from the

Clearly, the most effective age Mandatory restltutlon should Under RICO case law, the government than from private
financial steps in fraud be available for all pnvate losses "enterprise" must be separate from insurers The full array of legal tools of the arts
investigations are those that attnbutable to health care fraud the "person" who is the defendant should be available where health
result in the denial of fraudulent Therefore, a hospital that is a care providers steal from pnvate
claims However, given the

Forfeited assets
defendant in a RICO case cannot be insurers, as well as from the Insurer picks up tabsubstantial legal and practical In cases where the defendant has sued for operatmg the hospital as an government

constraints on the ability of been convicted of a cnminal enterprise
health care payers to deny violation under RICO, victims' The RICO statute also requires

State actions for a new theater
claims, when fraudulent claims claims may be satished not only out a "pattern of racketeenng activity," In addition to these federal causes at the Smithsonianare paid payers can take several of the defendant's remaining assets which the statute defines as "at of action, there also are state
significant steps to recover these and income, but also out of the least two acts of racketeenng common law causes of action These
funds property forfeited to the govern- activity, one of which occurred after claims may provide relief for a By MARK A. HOFMANN

Restitution ment as part of the cnminal process (Oct 15, 1990) and the last of which broader range of activities,
There is no requirement that the occurred within 10 years after particularly those where the WASHINGTON-A new the-

The prmcipal vehicle for defendants have been ordered to the commission of a prior act of behavior was abusive rather than ater in the Smithsonian's Na-

restitution m the federal cnminal pay restitution A victim making a racketeenng activity" fraudulent tional Museum of American His-

justice system is found in the Victim claim upon forfeited property is To be a pattern, there must be The typical elements of cause of tory will give a New Jersey
and Witness Protection Act The entitled to prove the claim, proof that the "racketeering action for fraud are false insurer the chance to have ltS

VWPA provides that "the court, including entitlement to restitution, predicates are related, and that they representation involving a matenal name, if not exactly in lights, at
when sentencmg a defendant even if the court sentencing the amount to or pose a threat of fact made with knowledge of its least connected with a major
convicted of an offense may defendant faned to order restltutlon continued criminal activity " falsity, made wtth the mtent to permanent exhibition
order, m addition to or, m the case to that victim, or decided not to Continuity can be demonstrated deceive and action taken in Warren, N J -based Chubb
of a misdemeanor, in heu of any order any restitution at all The "by proving a series of related lustifiable reliance thereon The Corp announced last month that
other penalty authorized by law, attorney general independently may predicates extending over a elements of a common law fraud tt would donate $300,000 toward
that the defendant make resbtution determine who are the victims of substantial penod of time" or by action do not generally differ from the construction of a theater at

to any victim of such offense" the offense for purposes of .

showing that the predicate acts or Junsdiction to junsdiction Most the museum's "First Ladies Po-

Under the sentencing guidellnes, mitigation or remission of forfeiture offenses are part of an ongoing states hold, for example, that a litical Role and Public Image"
restitutlon 15 mandatory, and may Just as with restltutlon, insurers entity's regular way of doing cause of action does not accrue until exhibit, which reopened to the
be denied only m hmited and other pnvate payers should be bumness " the plamtlff knew or should have public in 1992 after several years
circumstances In fact, the purpose compensated as the victims of fraud Accordingly, an Insurer must known of the fraud Thus, insurers of renovation

of the restitution provision of the when the government has taken show that the cnminal acts were need only institute the lawsuit According to Chubb Chairman
VWPA is to require restitutlon possession of criminal assets These related and either contmue to date within the relevant hmitation and Chief Executive Officer

whenever possible The guidelines assets may be the only available or extended over a reasonable penod, assuming the penod begins Dean O'Hare, who presented the
also provide for pnority of means of compensatmg the victims penod of time While a damages to accrue when the fraud was first of three annual $100,000 in-
restitution awards over fines The of fraud Right now, the government calculation wlll be based only on discovered Many states provide for stallments to the museum on

VWPA places upon federal has virtually unchecked discretion losses suffered by a particular the recovery of punitive damages June 22, "We are strong sup-
prosecutors the responsibility for to distnbute the assets forfeited due company, fraudulent claims for fraud porters of the arts, and we are
proving victims' losses, and upon to fraud The only regulations submitted to other companies or Several states have enacted certainly especially fond of see-
defendants the burden of currently used by the government false claims demed by your statutes specifically addressmg ing museums create this kind of
establishing their own financial are designed for "innocent" company also may be used to show insurance fraud For example, New message "
situation participants in the cnminal process, this pattern Jersey's Insurance Fraud Prevention The message is dramatizing the

Because of an unfavorable 1990 for example, those who ERISA Act makes it unlawful, among other increasingly important role of
U S Supreme Court decision under unknowmgly purchased cars or things, for any person to present a women in U S politics, said Mr
thls statute, there was concern that boats from drug dealers In addition to the federal RICO false or misleading statement m O'Hare He added that the timing
the VWPA might provide resbtution This situation may have the ironic statute, the primary federal support of a claim for payment of Chubb's donation is particu-
only to isolated victims, rather than effect of depnving insurers that statutory remedy for fraud cases pursuant to an insurance pollcy larly fitting given the promi-
to all victims of broad fraud have facilitated the RICO wtll be through the Employee The New Jersey statute provides nence of Hillary Rodham Clinton
schemes However, Congress prosecution of health care providers Retirement Income Secunty Act that any insurer damaged as a in the health reform debate, as

amended the VWPA later that year of any realistic means of recovenng The ERISA framework may provide result of a violation may sue to well as the election of record

to provide that where a cnme the money stolen from them The specific remedies for alleged recover compensatory damages, numbers of women candidates to

Involves a scheme, a conspiracy, or Justice Department is preparing violations involving employee which may melude mvesbgation the U S House, Senate and vari-
a pattern of criminal activity (such regulations to govern distnbution of beneht plans expense, costs of suit and attorney ous governors' offices
as m a case alleging violations of forfeited assets These regulations Under the statute, if the payer is fees Additionally, an msurer may Although Chubb won't directly
the Racketeer Influenced and should guarantee fundamental a fiduciary under an ERISA plan, recover treble damages if the court tie its donation into its museum

Corrupt Organizations Act), any fairness to the victims of cnme then a suit may be brought by the determines that the defendant has insurance program, the insurer's
person directly harmed by the RICO Act payer to enforce the terms of the engaged in a pattern of violating the connection with museums is not
defendant's criminal conduct would plan If an ERISA action lS Act The statute of limitations for only as a supporter but also as a
be considered a "victim" who could The RICO statute provides a cinl appropriate, the payer would have a bnngmg a cause of action is business partner, Mr O'Hare
be awarded restitutton cause of action for orgamzed fraud cause of action for "appropnate currently two years noted

It is important for private payers and allows for recovery of treble equitable relief' to recover sums This state statute, and others like Chubb does not insure the

to support the consistent award of damages and attorneys' fees RICO wrongfully paid to a health care it, may provide additional avenues Smithsonian, but it has emerged
restitution to all payers Recently, offers important advantages to provider out of the plan assets or of relief for submission of fraud- in recent years as a major mu-
some efforts have been made to 1nsurers and other private payers contrary to the coverage of the plan ulent claims They are mtended as seum insurer The insurer cur-

distingwsh m restitution between FErst, the prospect of treble Moreover, while punitive damages supplements to other causes of rently writes coverage for such
private and government payers damages increases the stakes for a typically are not awarded for action, but may provide important institutions as New York's Met-

For example, the proposed Health defendant enormously Second, ERISA violations, the statute does additional remedies to msurers ropolitan Museum of Art, the Art
Care Fraud Prosecution Acts because RICO allows for recovery of allow for the recovery of "a The vanety of legal remedies Institute of Chicago, the Frank-
Introduced by Sen Joseph Biden, attorneys' fees, it can discourage reasonable attorney's fee" in the available to fraud fighters is lin Institute in Philadelphia and
D-Del, m the last Congress and dilatory tactics by defendants court's discretion substantial the Boston Museum of Fine Arts

passed by the Senate, would Third, because it allows national ERISA also has certain defensive While cutting off losses before Chubb learned of the opportu-
provide some important benefits in service of process, RICO facatates benefits related to potential tort claims are paid clearly is important, nity to get involved with the the-
the fight agamst fraud, primarily by bringing all aspects of a national habihty ERISA pre-emption unll it may be necessary for pnvate ater through ltS Washington of-
strengthening government fraud case before a smgle court preclude rnany state-based claims payers to Institute recovery actions fice The Idea went to the
enforcement resources However, The most likely RICO claim for that could be made against insurers, to nceive the full financial beneht insurer's corporate contributions
the bill makes restitution a health care fraud scheme Involves particularly those mvolvlng state of fraud mvestigations By committee, which endorsed it
mandatory for submission of a violation that occurs when a bad faith or deceptive trade understandmg these options, private soon afterward
fraudulent health care claims only if "person" is employed by or practices statutes An ERISA case payers can pay for their own fraud The theater, which currently
the victim is the government or an associated with an enterprise may allow recovery of sums programs and greatly assist m the exists as a shell near the en-

individual If a pnvate insurer is the engaged m Interstate commerce, improperly paid to health care battle agamst nsing health care trance to the First Ladies exhi-

victim, restitution would be and that person conducts or providers, and may provide some programs 1 bit, will seat about 50 people
"discretionary" participates m the conduct of the defenmve protection from Plans call for the theater to show

This distinction makes no sense enterprise's affairs through a counterclaims by providers a 10- to 12-minute film on the

Pnvate insurers and others who pay pattern of racketeenng activity However, the ERISA action may Kirk J Nahra ts an attorney with role of the First Lady, said Edith
health care claims suffer the same The most contentious aspect of not always be useful, glven its focus Wiley, Rem & Aelding m Mayo, who is curator of the exhi-
Injury as the government or an this claim is often proving the on individual claims and lack of a Washmgton He serves as counsel bit She said the film would be

individual Fraud on pnvate eastence of an "enterprise " The strong damages remedy for the Nat:onal Health Care produced by an outside vendor
Insurers harms the pubhc mterest Supreme Court has descnbed an Accordingly, pnvate payers should Ana-Fraud Assn, the Nattonat on a concept devised by the mu-
Moreover, employees and individ- enterprise as "a group of persons pursue the creation of additional Insurance Cnme Bureau and seum

uals ultimately pay for the losses associated together for a common statutory remedies In particular, mdivzdual insurers m health care Mr O'Hare said the theater

suffered by pnvate insurers through purpose of engaging m a coume of the private sector also should be put and property/casualty baud cases Contznued on next page
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would include a plague or simi-
lar indication of Chubb's role in

creating the facility. The film
also will note Chubb's contribu-

tion, he said.

Ms. Mayo predicted that the
theater will open in 2/2 to three
years.

If the opening is delayed until
1996, it will be tied in to the

presidential election, she said.
But if it opens in 1995, the the-

Insurers mull

approaches
to problems
in real estate

By GAVIN SOUTER

The United States government
and many of the nation's insur-
ers have a common problem: dis-
tressed real estate.

But the solution to the problem
might not be the same for both
parties.

Like other insurers, The Pru-
dential has had to endure the

slump in the real estate market
since 1990, said Kurt A. Reich,
vp at Prudential Real Estate In-
vestors, a unit of Prudential
Corp. in Newark, N.J.

The reaction of insurers and

other financial institutions to the

problem has been mixed, Mr.
Reich said.

"Some have been looking to
hold and wait for the market to

return back to health while

others have unloaded their prop-
erties for anything between 30
and 50 cents on the dollar," Mr.
Reich said.

In one recent deal, Anchor Na-
tional Life, a subsidiary of Sun-
America Corp. in Los Angeles,
sold $90 million in commercial
mortgages and properties in four
package deals. The company ac-
quired the assets when it took
over Integrated Resources in
1990.

One of the results of the fall in

real estate prices has been the
emergence of auctions as a tool
for selling commercial properties
efficiently, Mr. Reich said.

"The auctions that have

worked the best have been those

that set a minimum reserve price,
as this gives the buying public a
sense that the seller has a com-

mitment," he said.
Another option for insurers is

to follow Uncle Sam's lead.

The federal government in-
herited its land-and-property
headache when it took on the re-

sponsibility of dealing with the
savings and loan crisis. The
failed institutions had billions of

dollars of distressed real estate

on their books, and the govern-
ment is now trying to salvage
funds from the land and proper-
ties.

Rather than just trying to sell
the real estate through the tradi-
tional market, the government
has in some cases sought deals
with private investors who have
real estate expertise.

Under a program called the
National Land Fund, the govern-
ment has rolled up parcels of real
estate assets into series of lim-

ited partnerships and then in-
vited private investors to bid for

Continued on nezt page

ater will open its doors during
the 75th anniversary of the rati-
fication of the 19th Amendment,
which gave women the right to
vote.

The film will complement the
museum's existing exhibit, best
known for its collection of First

Ladies' gowns.
Another section of the exhibit,

"First Ladies: Political Role,"
examines how the role of the

president's wife has been defined
and redefined over the past 200
years as First Ladies have be-
come increasingly visible. It also
examines how presidents' wives
have become the spokeswomen
for social causes as well as polit-
ical campaigners.

The final section, "Shaping the
Public Image," shows how First
Ladies have responded to the de-

mands of their husbands' office

and how they have dealt with the
press. This section includes tapes
of First Ladies Lou Hoover and
Eleanor Roosevelt's radio broad-
casts.

Ironically, the Chubb donation
was made on the same day for-
mer First Lady Pat Nixon died.
At the end of a VIP tour of the
exhibit for Chubb officials, Ms.
Mayo was informed of Mrs.
Nixon's death by an aide, who
said that a local radio station

had already called for Ms.
Mayo's comments. in

Chubb Corp.'s Dean O'Hare
(right) and Spencer Crew of the
Smithsonian discuss the exhibit

that highlights the political role
of women.
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Insurer Topics

S&P solvency ratings food pantries throughout the Co- excludes "claims ansing out of anIT Briefs lumbus area assault and/or battery "
NEW YORK-About half the "Dress-down day" was another Following the 2nd Circuit ruling,

1,242 property/casualty and life/ money-raising event, in which man- United National wlll recover from
Auto claim automation Center in Miami and historical health insurers evaluated received agers worked in casual attire for do- the poheyholder $1 05 million it

claims information from three in- the highest rating in the new Stan- nations ranging from $2 to $30, de- paid in 1992 under a reservation of
CHICAGO--Fireman's Fund In- surers, the USWIND program pre- dard & Poor's Corp qualified sol- pending on the employee and the nghts

surance Co is testing a new service dicts the possible maximum loss for vency ratings based on 1992 perfor- rank -By Michael Schachner
that speeds the settlement of auto- a portfollo of nsks organized by ZIP mance Other Operation Feed events in-
mobile physical damage claims code m humcane-prone areas Overall, 613 Insurers were rated cluded tricycle races, karaoke, car-

The new program, being tested Possible losses can also be pre- BBBq, representing "adequate or nlval games, golf outings and Elvis Child abuse prevention
in Chicago, is called Integrated dicted by state and EQE lS CUr- better" security, 412 were rated sightings ORANGE, Cahf -Leaders of life,
Claims Services and is a product rently refining the program to pre- BBq, "may be adequate", and 217 -By Nancy P Johnson health, property and casualty msur-
of CCC Information Services Inc diet losses on a street-by-street were rated Bq, or "vulnerable" ance companies in Southern Cah-
of Chicago The program aims to basis, said an EQE spokesman Rating upgrades outnumbered Pacific States rehab fornia have announced a new pro-
lower an insurer's costs by coor- "You can draw the hurricane path downgrades 223 to 66, or more than gram to lend support to established
dinating a wide array of automated through the worst area for you and 3-to-1 Life insurers, many of which LOS ANGELES-A rehabilita- child abuse shelters and services re-
systems, including EZNet-which is then decide whether you need to showed balance sheet improve- tion plan for Pacific States Casualty lating to prevention of child abuse
CCC's electronic communications buy more reinsurance or take any ments, accounted for 177 of the up- Co, a Los Angeles-based workers The proglam-part of the msur-
network-and an electromc audit- other measures to cover your expo- grades and 37 of the downgrades, compensation Insurer that was de- ers' ongoing efforts to fight child
ing data base that verifies repair sure," he said while property/casualty companies clared Insolvent and placed in con- abuse-has selected a committee to
costs at participating facilities EQE launched a similar wind- accounted for 46 upgrades and 29 servation by the Department of In- sollcit donations of time, talent and

Integrated Claims Services is de- storm program in Britain last year downgrades surance in March, has been in-kind gifts toward children's
signed to lower the costs of automo- For more information, contact Among the companies down- approved by Los Angeles Supertor causes
bile claims processing by EQE, 44 Montgomery St, Suite graded to BBq from BBBq were Court Titled "Insuring the Children,"

• Electrome dispatching of repair 3200, San Francisco, Calif 94104, National Indemnity Co and Colum- The court's approval clears the the program focuses on raising
assignments through a nationwide 415-989-2000 bia Insurance Co, both units of way for the sale of the company awareness of child abuse and pro-
communications network -By Gavin Souter Berkshire Hathaway Group S&P to Ullco Casualty Co, an affiliate of viding effective solutions through

• Computenzed collision repair cited the companies' high level of the Baltimore-based Union Labor fund raising, volunteer work and
appraisals IIC addition, election incurred losses-exceeding 95% of Life Insurance Co Uhco, which wtll foster-farmly recruitment

• Total loss warnmg notification earned premlums-and large com- form a new company to take on Pa- "It's our busmess to protect valu-
dunng the appraisal process WASHINGTON-Provident Life mon stock portfohos clfle States' business, wall assume all ables from harm or loss, so it's ap-

• Electronic audits of all com- & Accident Insurance Co has joined Donald Wurster, president of Na- of Pacific States' assets, estimated to propnate that we, the Insurance m-
pleted appraisals to ensure adher- the International Insurance Council tional Indemnity, would not com- be $15 milhon to $20 milhon dustry, join forces to help victims
enee to an msurer's appraisal guide- The Chattanooga, Tenn -based in- ment on the downgrade At the time Pacific States was and those potential vidims of childlines surer offers health, life, group pen- -By Douglas McLeod placed into conservation, it had abuse," said Mike Heywood, divi-

• Immediate recall of any ap- sion, long-term disability and about 1,200 pollcyholders mon vp of American States Life In-
praisal-whether completed or in mdividual disabdity income prod- Nationwide's food drive -By Loutse Kertesz surance Co in Indianapohs
progress uets

For more information on the pro-
• Detailed management reports Separately, H Edward Hanway, COLUMBUS, Ohio--Nationwide ject, contact Donna Kukura at Arm-

designed to provide insights into president of CIGNA Worldwide Inc, Life Insurance Co 's program of Assault claim denied
strong/Robitaille Insurance Ser-

areas warranting attention durmg has been elected chairman of the summer fun and games has raised NEW YORK-A federal appeals vlces, 800-339-2083
the settlement process IIC He succeeds Ronald J Ander- enough money to buy 333,763 meals court in New York has ruled that an -By Nancy P Johnson

Each participating repair facihty son, senior vp-external affairs of for the needy assault and battery clause contained
completes an information applica- American International Un- The Columbus, Ohio-based in- m a mghtclub's general hability pol- Insurer wins fraud suittion and subscnbes to an agreement derwnters, who held the post for surer kicked off its 12th annual Op- icy reheves the club's msurer from
to uphold a professional and ethical two consecutive one-year terms eration Feed campaign last month the duty of reimbursing the club for NOVATO, Calif -Fireman's
approach to the repair process In addition, Houghton Freeman, as its top executives challenged em- $1 milhon m damages it paid to a Fund Insurance Co won a $3 5 mil-

After testmg the product in Chi- vice chairman-foreign general msur- ployees to various athletic contests woman who was raped on the club's hon judgment against a Los Angeles
cago and other cities, CCe plans to ance for American International designed to earn donations premises man who was convicted of torching
make service available nationwide Group Inc, has been awarded the Nationwide President Peter F The June 2 decision by the 2nd his own furniture store m 1988 and
m 1994 International Insurance Award for Frenzer was the key challenger ma US Circuit Court of Appeals m collecting almost $12 milhon m m-

For more mformation about Inte- 1993 by the IIC tennis tournament, while Chief Ex- New York reverses a lower court surance payments
grated Claims Services, contact Jack Mr Pteeman has had a 46-year ecutive Officer D Richard McFer- ruling that stated a liabillty pol- Los Angeles Supenor Court JudgeBillington, Senior Vp, CCC Infor- career with AIG companies and son-a former college all-star icy written by Philadelphia-based Lilhan M Stevens last month or-
mation Sergces Inc, 800-621-8070, currently is AIG's semor executive pitcher-threw fast-pitch softballs United National Insurance Co re- dered Sanford Lazarus and Van
ext 2273 In Illinois, the number 15 1n Tokyo for China, Japan and to employees at the bat quired the insurer to indemnify Wa- Dyver Furniture to pay $35 milhon
312-787-2640, ext 2273 Korea Employees paid an entry fee m terfront New York Realty Corp and plus Interest and attorney's fees of

-By Nancy P Johnson The award was created in 1976 order to compete against the ex- The Tunnel nightclub, where the $500,000 to reimburse Fireman's
to honor individuals for distin- ecutives rape occurred Fund for the phony claim The case

Hurricane program guished service to the international Nationwide officers also made a Under the court's rulmg, Umted was brought under the Racketeer
insurance and reinsurance indus- relay race out of the task of bagglng National has no duty to pay the Influenced and Corrupt Organiza-

SAN FRANCISCO--A computer tnes bulk pasta m more than 1,650 fam- $1 05 milhon settlement The Tunnel tions Act
program that assesses msurers' po- The IIC is a Washington-based ily-size portions The officers bid for and its landlord reached with the Mr Lazarus was convicted of

tential exposure to future humcane trade association that speaks for and teammates and devised ways to farmly of a 16-year-old girl who was three felony counts of arson, grand
losses has been launched by consul- coordinates the international non- carry the pasta bags on their backs raped in one of the club's restrooms theft of property and fraudulent m-
tants EQE International commercial activities of U S insur- so they could dnbble and shoot bas- The court cited a specific assault surance claims for the fire, which

Based on weather information ance and reinsurance companies ketballs to earn points and battery clause contained m The destroyed the store
provided by the National Hurricane -By Nancy P Johnson The pasta was later donated to Tunnel's pohcy, which specifically -By Nancy P Johnson

Real estate

Continued from previous page company in partnership with a portfolio and pay a fee to a third Insurer Topics
an interest in the partnerships land-development business who party to do lt, as they are such

The assets include commercial could use their experience in de- time-consuming deals," he said
loans, undeveloped land and veloping land," he said Aetna Life & Casualty Group ADVERTISER
partially constructed projects 10- The insurer could hold onto also would likely not be in-
cated primarily in Arizona, Cah- perhaps a 75% interest in the terested in seeking an outside
fornia, Florida and Texas land, and reap its portion of the partner and offering them the

The private investors become benefits when the real estate is chance to make money on the
responsible for selling or devel- sold or leased, Mr Alpert said property it owned, a spokesman NDEX
oping the real estate and any fu- The benefit for the insurers is said

ture profits are split proportion- that they would be collecting "We take quite a traditional
ally with the Resolution Trust money for land development approach, and if it is property Issue of July 19
Corp, the government agency re- during a time when there is little that we own and our clients have
sponsible for the S&L cleanup appetite for such investment in invested in, then we have to
program the market, Mr Alpert said make sure that they get a consis- Advertiser Page #

So far, the RTC has completed But insurers are not convinced tent return for the money," he
six deals with private investors "Packaging properties for sale said Business Insurance 36G
involving real estate with a book lS something we've done in the Travelers Corp in Hartford,
value of $18 billion, said Gor- past, but we don't need to bring Conn, also did not see many at-
don Alpert, a real estate partner outside expertise to do it because tractions in following the RTC Mumch Reinsurance 36B

at Rosenman & Colin, the New we have the expertise," said Pru- lead, a spokesman said
York law firm that acted as an dential's Mr Relch Many intermediaries in the North American Reinsurance 36E
adviser on the deals The Prudential would only market already offer services to

The structure of the National consider using outside expertise sell real estate through a varl- Prudential Remsurance 36C
Land Fund could be adapted to to sell its distressed real estate ety of means, and a variation on
help insurance companies unload on properties that are under the RTC model would not offer

Society of C.P.C.U. 36Dtheir distressed real estate, Mr foreclosure, Mr Reich said an insurer any significant advan-
Alpert said "It might behoove us to sell tages over other means of dis-

"You could have an insurance them as a whole or as part of a posing of real estate, he said I

1
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European market trends
By Thomas J. Drag

and Tony Burns

IrOR EUROPE, 1991 began more or less the same
1' way 1990 ended. It saw no radical changes to
the European way of life, and no perceptible
changes to the way insurance was sold. If anything,
insurers were prepared to be more flexible than
ever. More coverage was available at lower prices,
with no major resistance on the part of holding
insurers, especially if they perceived that their
actions would keep the client and broker
satisfied-assuming there had been no major losses.

Competition was, after all, beginning to intensify.
Insurance buyers and brokers were getting more
sophisticated in their insurance program design.
Cross-border insurance purchasing was easier than
ever with the inception of the European Community
Freedom of Services Act on July 1, 1990. The major
differences in average rate levels throughout Europe
were more apparent. In countries where
professional insurance brokers did not have a major
market penetration, the direct writing insurers saw
more reasons to cut premiums.

With market pressures on insurers and brokers
alike, early 1991 allowed us all to conduct business
as usual, with insurers prepared to provide more
coverage at a lower cost. The renewal season for
1992, which began in September 1991, marked the
beginning of a change.

The professional reinsurers had woken up to the
fact that they were financing the poor loss results of
insurers in markets that showed little sign of
improving. The reinsurers had not been exercising
control of the rates they had, de facto, accepted.

Many European countries are now going through
a market hardening process, including France,
Germany, Italy and the United Kingdom, and in the
early stages, Spain and Turkey. On the other hand,
Switzerland has so far resisted a market turn.

Following is a look at conditions in these markets.
• Germany.

The hardening process in Germany has been
particularly severe, especially for jumbo risks.

Through summer 1991, the tariff book was only
used to reference the percentage that the client's
rate was to the tariff, such as 30% of tariff, 35% of
tariff and so on. The 1991 German industrial

insurance market balance sheet showed a total

premium income of approximately 3 billion marks
($1.98 billion), and total losses of approximately 5
billion marks ($3.3 billion). As of September 1991,
"business as usual" was over.

Thus began the era of the Koko in Germany. The
Konsortial Kommission is the successor to a similar

body, called the Tarko, or Tariff Kommission, which
had not been very active for some time.

Made up of representatives of the major
professional reinsurers and the involved primary
insurers, the Koko-as the Tarko before it-decides
upon the level of rating to apply to the property
damage and business interruption coverage of the
German jumbo risks. These risks are known as
"Spitzenrisiken," or peak risks-defined as
policyholders with combined property and business
interruption insurance limits of 1 billion marks
($587.9 million) or more-and number more than
450 in Gerrnany.

The Koko reviews the risk submission that the

first insurer must supply and decides whether or not
to support the technical evaluation of the risk and
rating calculations. If it does not support the
analysis, it may decline to provide reinsurance
coverage.

Most peak risk rates have now been increased up
to the tariff level. Such peak risks had been insured
at rate levels of as low as 40% to 50% of the tariff for

some years, with no objections on the part of the
insurers; so some of them saw their rates more than
double by the end of 1992 renewals.

The level of rate increase is directly dependent on

More coverage
at lower prices

a thing of the past
what has been paid in the past. Clients not handled
by professional brokers, paying rates at perhaps
about 80% of tariff, have only been faced with a
25% increase, to bring them up to about 100%.

Industrial segments, such as foundries, chemical
companies, paper manufacturers and wood working
companies are experiencing major problems
obtaining desired insurance coverage at cost levels
they can afford. Insurers are applying pressure to
companies in these industries to invest in a
well-defined risk management approach to
controlling their loss potential as a precondition to
obtaining insurance.

The renewal season for 1993 brought increases in
the rate levels of clients in the size category below
peak risks, those with total property and business 
interruptions sums insured ranging from 500 million
marks ($294 million) to 1 billion marks ($587.9
million). With respect to these risks, the insurers are
prepared to agree to a step-by-step increase of
premiums to tariff level, over a period of several
years.

The outlook for 1993 and 1994 is more of the

same. We can expect to see all policyholders pushed
up to full tariff rates as time goes on. So far, there is
no overall tendency in evidence to restrict policy
coverage, but this cannot be excluded as a
possibility.

• United Kingdom.
The downward trend in rates witnessed in the late

1980s and in 1990 was reversed toward the end of

1991. During 1992, there were definite increases in
rates for some types of cover and also for risks with
high loss ratios. This trend continued for December
1992/January 1993 renewals, with higherrates
resulting from a significant increase in the cost of
treaty reinsurance for most major insurers in the
United Kingdom.

It is believed that pressure for increased
premiums will continue in 1993.

Property/business interruption risks with
satisfactory loss experience have been facing rate
increases of 10% to 15%, and up to twice these
percentage increases have been applied to others.
Market capacity generally is falling.

Accounts with exposures in "natural catastrophe"
areas such as U.S. earthquake zones and Japan and
Taiwan flood areas have encountered particularly
sharp increases and lower limits. These reflect the
dramatic reduction in capacity and increases in
premium at the end of 1992 from the London excess
of loss market.

General liability/products liability rates have
increased 10% to 15%. Market capacity has been
reduced. Employers liability has also experienced
large increases, rising 30% or more. Market capacity
is falling.

The marine market has hardened in two ways:
/ Pricing. While most brokers recognize that

some increase is necessary in response to recent
major losses, there has been a trend in the market to
raise every premium by a set percentage regardless
of the loss experience on the case.

+ Conditions. Brokers' wordings are no longer
freely accepted; underwriters are examining each
wording carefully and seek to eliminate what they
believe to be a too generous scope of cover.

While automobile premiums have risen as much as
20% per year in the past two years, mainly due to a
steep rise in vehicle theft claims, smaller increases
are expected in 1993, perhaps about 15%.

• Spain.

In the last year, industrial risks have experienced
an overall rate increase of approximately 1 0%.
According to the official figures, the industrial
insurance sector in 1991 made a loss of 6.6 billion

pesetas ($89.4 million at year-end 1991 exchange
rates) on premiums of 40 billion pesetas ($414.2
million). Studies done by insurance analysts
indicate that rates in Spain must still increase 40%
to reach a break-even point.

Underwriters are now applying stricter selection
criteria, and it is now almost impossible to get a
quote without a full survey report, previous claims
experience, a product recall plan, etc.

The casualty market is restrictive in that there is
no coverage available on a claims-made basis; new
contracts must be arranged on an occurrence basis. ·

Marine insurance has experienced a significant
premium increase, mainly because with local
retentions being minimal, the rates are directly
affected by the reinsurance market.

The automobile market is in the process of
consolidation. The number of auto insurers has

decreased by 25% in the past ten years. According to
official statistics, 80% of the auto market is
controlled by the top 50 insurers.

We have experienced annual automobile rate
increases of about 15% durind the past few years,
due to higher court awards for bodily injury
incidents and the increase in repair costs.

• Switzerland.

Switzerland uniquely would appear to be outside
the market-hardening trend.

For large business, the tendency is for property
rates to be up slightly if losses have occurred. In the
absence of losses, premium rates are stable.
Although the tariff has not been in effect since July
1990, it is taking some time for insurers and
policyholders alike to adjust to the post-tariff
market. As a result, property premiums for
medium-sized businesses are still on the downtrend.

Premiums for small businesses and individuals

might undergo changes due to the increase in
competition, with premiums going down in the
medium term.

Casualty premiums have not yet stopped their
general downtrend in no-claims situations.
However, large industrial risks have sharply
increased in particular branches like chemicals and
where larger claims have occurred. For
medium-sized business, there is a downtrend in
rates. For small businesses, rates are stable.

In marine insurance, large business is on a
downtrend with respect to both volume and rates.
The rest is relatively stable. Automobile tariff rates
are approved by government authorities. If
Switzerland had joined the European Community,
premiums would have dropped sharply.

We must not forget that Switzerland was a
high-tariff country for many years and that the
present developments are just an adaptation to the
standards of foreign (non-tariff) countries.

The future development of premiums however, is
likely to be influenced strongly by the reinsurance
market. As this market is hardening in Europe as a
whole, we do not exclude the possibility of rising
premium levels as we approach 1994. Eli
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1144 E. Market St., Akron, Ohio 44316

THIS MEETING IS OPEN TO ALL HUMAN RESOURCES
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Primex Ltd.

Continued from page 36
limits excess of Primex's $5 mil-
lion.

Weavers' demise could have

strained Primex if its policyhold-
ers had suffered extensive losses

while covered by Weavers. Primex
considered extending coverage to
policyholders to fill any gaps that
may have been created by Weavers'
collapse. "But, it was never neces-
sary," Mr. Turner said.

Primex also has kept premiums
relatively stable. Although they have
varied somewhat over the years, the
swings have not been significant,

policyholders say.
"There may have been some yeai·s

when we could have purchased
cheaper coverage on the outside, but
overall it's easier to manage your
budget when you know what you're
going to pay year after year," Angus'
Mr. Carpenter said.

Facility members recently voted
to lower rates 20% under a new

three-year policy because of several
years of good loss experience.

Policyholders and facility manag-
ers say Primex has functioned just
about as envisioned in its feasibility
study.

Based on the 10-year loss experi-
ence of the chemical companies that

l............
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WHO HELPED THE HOME DEPOT NAIL DOWN
THE COSTS OF CLAIMS MANAGEMENT? WHO ELSE GABi

4

r

The Home Depot. It's not just the fastest growing
home center chain in the country it s sharp as a tack.

Because when management looked for a claims
administrator to help them nail down the costs of risk
management, they chose GAB.

Dedicating a staff specifically to service The Home
Depot, GAB designed and implemented a plan that
dovetails precisely with their own operation. Casualty
and workers' compensation claims are administered with
a responsiveness and sensitivity that reflects The Home
Depots own company wide commitment to service,
including cost containment measures.

The bottom line? The Home Depot is protecting
its employees its customers itself- and saving
money, too.

For a customized blueprint addressing your own
claims management needs, call John Kardos at
(201)993-3738.

Where Quality Really Matters
GAB Business Services, Inc., Parsippany, NJ 07054 • 1-800-676-0038

Member, SGS Group

Customer Information Management Services • Casualty Claims Semices • Medical Management and Vocational Rehabilitation • Costtortainment
Workers' Compensation • Auto Physical Damage • Property

wanted to form the facility, J&H
projected that claims would be few,
but severe.

Primex members and managers
wanted to capitalize the facility so
it could cover about one full-limits

loss every three years.
Original members contributed

$500,000 of capital and another
$500.000 on average came from pre-
miums-based on a point system
thal takes into account a policy-
holder's payroll and revenues, Mr.
Turner explained.

IIowever, Primex had enough
capital in its first year to cover only
a $7.5 million loss, Mr. Turner said.

The facility could have covered

a full-limits loss after that first year.
But, if there had been additional se-
vere losses in the same year, only the
first loss would have been paid in
full. Subsequent full-limits losses
would have been paid on a pro-
rated basis under a shared-facility
loss limit. That measure also was

used by some other policyholder-
owned facilities in their early years,
including ACE Ltd. and XI+ Insur-
ance Co. Ltd.

Pvimex did not suffer its first full-

limits loss until year'-end 1989, a
year after it had ended its shared-
facility loss limit.

Primex was able to end that limit

in part because of the Weavers ar-
rangement and because capital and
surplus had increased to $20.9 mil-
lion by December 1988.

Angus reported the largest loss.
A May 1991 explosion at its Ster-
lington, La., nitroparaffin plant
killed eight people, injured 120 and
damaged surrounding homes. The
plant also was severely damaged.
The loss gobbled up all of Angus'
$15 million of Primex limits.

IMC Fertilizer Inc., which
operated the plant, in April agreed
to pay Angus $180 million to settle
some litigation stemming from the
explosion (BI, April 12).

About $10 million of that will
go to liability insurers. Of that
amount, $7.5 million will go to Pri-
mex, MI·. Carpenter said.

And, pending the outcome of fur-
ther litigation between Angus and
IMC, liability insurers may be able
to recover more, he said.

The other full-limits loss was re-

ported by Inspiration Resources
Corp., now known as Terra Indus-
tries Inc., in late 1989. That $5 mil-
lion loss to Primex stemmed from

the policyholder's alleged misappli-
cation of the fungicide Benlate DF,
which is manufactured by Wilming-
ton, Del.-based Eli. du Pont de Ne-
mours & Co. Inc.

Weavers paid its share of the total
loss before it went under in 1990.

However, hundreds of farmers
and nurseries have filed suit against
Du Pont, claiming that the antifun-
gal chemical damaged their plants
(BI, June 21). It is not clear whether
Primex can recover any of the loss it
paid to Terra.

Some other pending claims filed
by Primex members involve prod-
uct contamination, employee dis-
crimination and injured contractors,
said Mr. Turner, who would not
elaborate.

Primex has not had a significant
auto claim because most members

do not have auto fleets, he said.

And, no pollution claims have
been filed, he said.

Policyholders generally are
pleased with Primex's claims-pay-
ment system, though they say it was
somewhat cumbersome initially.

"When and if you do have a claim,
you get more even-handed treat-
ment from Primex than you would
from commercial insurers," said
Ernie Danner, chief financial officer
for INDSPEC Chemical Corp. of
Pittsburgh and Primex's previous
chairman.

"That's because everyone there
Continued on page 42
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Primex Ltd. lack of both uniform claim forms The facility renewed its financial
and set cperatmg procedures, sgid remsurance program with Centre

Cont:nued from page 40 Ted Ruddock, a Primex manager m Re a half-year early in January

Independent Appraisals rour building blocks could be in the same boat," he J&H's New Orleans office Pnmex members and managers
fc,r prudent manage- said Primex's claims-payment proce- would not elaborate on the new
ment of risks, before Ininally, the facility 's board dure was not completely without 34-year arrangement with Centre
r sks become losses maintained sight control over hitches for Angus, Mr Carpenter Re They only would say the pro-
And for compliance with claims payments said But it was "much better to gram involves some risk transfer

il oinsurance clauses, Br.t, as claims grew more fre- deal with them than with any com- and meets the requirements of Fl-
proof of loss for rapid quent, the board's tight control mercial -nsurance company that nancial Accountmg Standard 113,

1 1 0-EntlnultrLII. iri and equitable settlement grew cumbersome Directors met would have written the business," though Pnmex would cover most

i --LAM 1[IRMAD& , 6
/9 3 _

of claims, and other onl> tw.ce a year and pollcyholders he said, addmg that the claim was of the losses it reinsures
business reasons wanted claims paid more often paid quickly Under FAS 113, financial rein-

than that Now, the board sets reserves for surance is valid only if the con-
No: until Primex's third year losses, based on recommendations tract transfers "significant" risk to

was the claims-payment commit- from claims manager and consul- the reinsurer and if a "significant
Industrial 222 Boulevard of the Allies tee's authority expanded tant Sutherland Page & Co Inc of loss to the reinsurer is "reasonably

Pittsburgh, PA 15222 "They didn't know each other Chicago The claims committee possible" (BI, Jan 11)
Appraisal 412471-2566, FAX 412-471-1758 and wanted to be cautious," J&H's then is aLthorized to settle and pay Center Re remsures $10 million

Toll Free 1 -800-245-2718 Mr Turner said claims within the reserve amount of losses excess of $5 million for

Company "I thrnk we were acting like any With ltS growing capital base Pnmex, with a cumulative $55 mil-
The independent s'andard of value normal group of new people" in and ltS financial reinsurance ar- lion limit over the length of the

har.nling c_aims payments, rangement with Centre Reinsur- contracti the valuation basiness
Quaker's Mr Hamilton said ance (Bermuda) Ltd, Pnrnex can The financial reinsurance ar-

The claims-payment process was now withstand one full-limits loss rangement pnmarlly glves Prlmex
furter comphcated initially by a each year the cash flow to withstand more

than one full-limits loss m a year
"For us, it solves the problem if

three limits losses occur in one

4». year," Mr Danner said "It glves
I I '#lili

'41*liW US three years to pay that back "
Primex's future growth directly

depends on whether the casualtyIf

L

market hardens Few companies m f

1F
a soft market will want to submit

to Pnmex's rigorous underwriting
requirements and commit capital
to the facility, Mr Turner said

The capital contnbution require-
ment, though, was halved a few

... a/I : rl years ago to $250,000 Founding
members were issued $750,000 of

. a . preferred stock to compensate
./ them for the Increase in value of

their onginal investment in the fa-
cllity

The preferred shares provide
those shareholders a priority posi-
tion for recapturing the facility's
equity if it ever dissolves It also
allows them to recover their m-

*.a@P., vestment if they pull out
Facility membership has hovered

near 16 since its inception, as one
, or two members leave and an equal

4:
number join each year Members
that have left typically have been

"
acquired by a company that folds

-- the acquired firm's risks into its
own risk financing program, say

& facility members and managers
'2.fla.'- .

"We always have to be interested
m identifying new potential mem-
bers," Mr Ruddock said "That al-

_*+ *1. 135- .0 B(RiliINflll ways bodes well for the financial
t health" of the facility if members1 8 m

. 44" 2. 1 drop out after being acquired, he
1 · , gir) e.z ITS·.

said "It also adds to the spread of
1* risk"

ma

1 0, One marketing effort that did
not work as well as hoped was a

>tt /

two-year fronting arrangement
=-Ehlf-. '

. 0 with United National Insurance

10, D-,0 . Co of Bala Cynwyd, Pa, a subsidi-
Y

1 1
. ary of The Amencan Manufactur-

, 1: . ing Corp

8 1:)301;k*MMA#:lot ' 1 ...04 .' r. 1.4* ,-Ri-**1*'43? Pnmex earher this month ended

58 @ *§4#Mu,1 , 0 , 0 , the fronting arrangement, under

9131*) *im;
which Primex fully reinsured
United National, even though the

'3EMO 0% 0 . i. 0 .. arrangement allowed the facility to

9.1/*1-1 _ market itself in the United States
%

3mIOiNEMI#ln ··, 0 81 . 1 "As long as the market is rela-
tively calm, then the pain thresh-

1- old is not bad enough for poten-
5%/O"Oft)0!lillia .. :t

r '05
. L

0 -I " :r-  Y. . tial Pnmex members to make the

lump," Quaker's Mr HamiltonBa b aupminnim • Qmll@EGIa said

I @6 . a :11 0. 4 And, tremendous growth is not
91 a goal for Primex policyholders,

Jr 9. Mr Turner noted "As sharehold-
4 I

ers, we want the facihty to be sol-
vent, but we don't want it to grow

V,
so that we're m the insurance busi-
ness rather than the chemical bum-

: I Qi) P L @ V @. A ness "

1
The success of Primex has

i>
* 1|K - ' touched off some discussions

€:3

1 among facility members of possibly
-4.'.. setting up another facility to cover

pnmary property risks, Mr Car-
4,1*,AMA•m.me .- • r ·Rsls[•194 penter said "Clearly, a lot of Pri-

7 2, mex members might have an inter-
FE ' 1 50*,

. est in such a facility "
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Making the wrong assumption could cost you the
battle. For instance, most buyers assume there's nothing
anyone can do to battle rising workers compensation
costs. Liberty Mutual customers know that's not the truth.

Liberty's answer to controlling workers compensa-
tion costs is a unique six-step program we call the Con-
tinuum of Care. An approach that better manages your
claim costs. From pre-accident consulting to disability
management, it uses proven methods to reduce or even
eliminate costs.

How?

Liberty has over 80 years of experience gathered into
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one of the Industry s most comprehensnre databases. A
powerful tool that has allowed Liberty to pioneer new loss
prevention techniques and develop cost-effective treat-
ment protocols for workplace injuries. With it, we're better
able to identify what's a legitimate claim and what isn't.

The Continuum of Care will work for you regardless
of the way you pay for your workers compensation costs.
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. EXPRESS SCRIPTS . EXPRESS SCRIPTS • EXPRESS SCRIPTS • EXPRESS SCRIPTS . Surplus lines report
4/*\ ExpressNet - Our Perx card is recognized at over 27,000

pharmacies nctionwide. property rate hikes,
ExpressMail - Our Mail Service Pharmacy ships
maintenance medications to your home or office. flat casualty prices
ExpressDirect - For clients who want to integrate
prescription drug benefits with existing major medical

DEBORAH SHALOWITZ coverage
written on a

i programs. Catastrophic losses and a tight- WN'-43 non-admitted

ExpressComp - Our money saving program for workers' ening reinsurance market are basis are

sending prices soaring for catas-
comp payors. trophe-prone property coverage , 1,1 j-,1#j, r,4 remaining

steady or fall-

Express Review - On-Lire Drug Utilization Review monitors written by surplus lines insurers ing moderate-
Price increases of more than

for interactions, "too early refill", duplicate therapy, etc. Ifil||i E) ly
100% were not uncommon during The two

July renewals for catastrophe- sides of the

EXPBESS prone property coverage, surplus surplus lines
lines insurers and brokers said market "are

ZSCRIPTS However, prices for other not moving in
property risks are stable or mov- tandem," commented Warren

14000 Riverport Drive • Maryland Heights, Missouri 63043 • (314) 770-1666 • 1-800-332-5455 ing moderately up or down Stanley, president of Swett &
Meanwhile, rates for casualty Crawford Group ln Los Angeles,

the nation's largest wholesaler
Property price increases "are

reflecting the significant losses
and catastrophes of the last sev-

IN THE WORLD OF INSURANCE, WERE
eral years and a tightening rein-
surance market," he explained

On the other hand, casualty
price drops "reflect the high de-
gree of surplus and capacity in

4 A HORSE OF A DIFFERENT COLOR.
the market" and abundant rein-

surance

"There's no question that
there's a shortage in the property

agreed Seth Freudberg, presi-
treaty reinsurance market,"

dent and chief executive officer

#JJ
of United National Insurance Co

in Bala Cynwyd, Pa
"The property market con-

------1------1----LZZ2Y IN@84% TobA99 tinues to evolve and harden
When it comes to inland

/ predominantly in coastal areas
Ittl I

T.A, U - JI' , M marine, ocean cargo, hull or areas with catastrophic expo-

Fdw t.3 74//A.;f' f
sure," said Kevin Kelley, presi-

-1 ,' marine liability and commer-
»

dent of Lexington Insurance Co ,

/ cial properly coverages, there an American International

1 1.11 Group Inc unit in Boston and1 are lots of companies who'11 take the largest U S surplus lines in-
mL-

11 . 11 4.
surer=z- , your business. But sometlmes the

The areas hardest hit by prop-
"usual" solutions aren't enough In erty rate increases are Califor-

1!,11 \ jr-
situatlons like these, you need under- nia, Florida, Hawaii, Texas, the

15= t. Gulf Coast, areas along the New
writers with the Jlexibili and with the Madrid fault and all the states

experience to think creatively Under- along the Atlantic Coast, Mr
r- Freudberg saidr dr , wnters like McGee

1 Most estimates on how much

i UNDERWRITERS WHO ARE A BREED APART prices are rising for property
I coverage for catastrophe-prone

A lot of what makes McGee diferent has to do with the fact areas ranged from 25% to 100%
that we started out as manne underwnters more than 100 years However, Paul McCain, a

property manager with whole-ago The nature of this business led us to develop a philosophy saler Crump Insurance Services
based on Independent, creative thinking. Today, this philosophy of Dallas, said that in some cases

. property insurance rates have
extends to every line we write

1 skyrocketed as much as 400% or
-- SPECIALISTS, NOT GENERALISTS 500% for risks that are right onWi .l t.rl*=f* "We are seeingthe Florida coast

-. Because we're specialists, our underwriters have unique some dramatic changes there,"
-- insight into the lines we write As a result you'll be hard- he noted

-
- Marcus Payne, president of

-
pressed to find undenwriters who are more knowledgeable or Crump Insurance Services,-.

said

=*. F- capable than McGee The fact is, a pool of prominent insurers that to keep the changes in per-

rely on us to use our underwnting expenence on their behalf. SpettlVe, 1t lS necessary to re-
member that rates decreased sig-

--- LE 4 t.·,@4,4/*06 ® 1.41. THE ABILITY TO MOVE QUI(KLY nificantly over a seven- to

Our marine history has also taught us that the race is won eight-year period before turning
4

.
Mi McCain noted that prop-

:d f42: by those who move quickly So when you work with McGee, erty coverage for catastrophe-
- you won't be slowed down by red tape prone risks often lS being written

. - - on a much more restricted basis

The next tlme you're looking for a fresh approach, For example before Hurricane

4,» 'tSU,2*ZZ*\ Jind out what a diference a horse Of a d*rent color Andrew hit Florida, a condomin-

-
I == ium complex there worth $25

- can make. Call Wm H. McGee million had a $5,000 to $10,000* -tri- _r-i_ property deductible, he said
This same complex now would

I .
-- -- WM. H. MaGEE & CO., INC. have to retain a $250,000,

$500,000 or even a $1 million
WORLD WIDE COVERAGE · UNDERWRITING MANAGERS SINCE 1887 [2.157=51.2--r windstorm deductible, he added

- Furthermore, Mr Stanley said,
. , I + 4.-' .

...1 I. I --4· 2.=2 * CORPORATE HEADQUARTERS -There's a far greater awareness
.. FOUR WORLD TRADE CENTER of exposures today than existed

- r.
- NEW YORK, NY 10048 before Andrew " Underwriters

1800-235-6029 are looking more closely at each
-

OFFICES IN THE US AND CANADA
--

insured property and applying
-- 4 9-2.

CORRESPONDENTS THROUGHOUT THE WORLD more stringent underwriting
4

standards than they did pre-
Conttnued on page 46
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 There are people in your company who may be due for more than a raise or a promotion. And Intracorp can help you find
viv them. Through the information we gather as we help patients through individual medical situations, we can focus in on
exactly who in a company can benefit from changes in lifestyle or behavior. We can then conduct health risk appraisals, and
follow up with analysis and health counseling by a registered nurse. Depending on the situation, we may offer health education
materials, self-directed activities, or suggest that :he employee participate in one or more ongoing health management programs,
which cover everything from nutrition to stress management. True cost control begins before healthcare monies are allocated.
Or to put it more bluntly: an ounce of prevention is worth
a ton of money. To learn more, call us at 1-8CO-345-1075. INTRACORP THE HEALTH CAREMANAGEMENT COMPANY.
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ONE-CALL 215-254-9890

FOR LONG-TERM AUTO
LEASING INSURANCE
• Lessors Excess Liability
• Primary Physical Damage
I Lessors Contingent Liability
• Primary Liability Coverages
• Residual Value Insurance

• Contingent Physical Damage
• Interim Car Coverages 0 $5 MILLION CSL LIMIT AVAILABLE

Be sure. Take advantage of our extensive experience with this difficult-to-place
business. Designed specifically for the automobile leasing/rental industry. our
program saves you time, cuts your costs, satisfies your customers. We do the work,
you get the credit!

We invite your inquiry and your business.
Write or call Ron Ruane.

FIE] PAIGE-RUANE, INC.
Suite 616-The Woods Reliance Specialty 0
P.O. Box 6745 • Wayne, PA 19087 Prograrns, Inc.
(215) 254-9890 • FAX # (215) 254-9893

Look ahead to new

opportunities with
Best's Key Rating
Guide service, 1993!

Increased competition ...
Insurer solvency questions...
Concerned clients. Today's market is tough.
But there's one resource that can help you meet

these challenges and come out ahead: the 1993

Best's Key Rating Guide service
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life/health editions, gives you current insurer
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Ratings, plus financial 1.mr
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„-1
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among companies. Included with 
your annual Key Rating Guide is a 
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Surplus lines
Continued from page 44
viously, he said.

Some companies have turned
away from writing catastrophe-
prone property coverage and are
concentrating on less risky prop-
erty coverage, thereby increasing
competition in other areas of the
property market.

As a result, prices have
dropped about 10% for less risky
property coverage, said Walter
Snyder, president of American
Empire Surplus Lines Insurance
Co. in Cincinnati.

Next year, price increases for
property coverage are expected
to moderate and even stabilize,
barring any major losses.

However, "If there's another
catastrophe out there, you defin-
itely would see pricing go up"
again, Mr. McCain predicted.

In casualty lines in the sur-

4*6 --

'If there's another

catastrophe. .you

definitely would see
pricing go up,' predicts
Crump's Mr. McCain.

plus lines market, competition is
holding prices steady or exerting
some downward pressure, the
experts agreed.

"The general casualty business
is, we feel, at least as competi-
tive, if not more competitive,
than six months ago," com-
mented Mr. Snyder. He estimates
that, across the board, casualty
rates are down 10% to 35% from

a year ago.

There are "folks just groveling
to write business and they'll
write it at any price," said Kevin

Prefer using a computer...?
Add the power of your personal r -
computer to the data in our

annual volume with Best's Key Irj. -1

Rating Guide on Diskette. ..'/I'l-%-9..-

provides over 45 criteria ,€ '
you can use to screen, P#-x-
sort or arrange companies. %=K,v'7.r=-

Now it's easy to perform detailed =.'47

financial and marketing analyses on the entire

insurance industry! Available in several formats
please call our Customer Service Department at

(908) 439-2200, extension 5742 for pricing.

Get a competitive edge with the 1993 Best's

Key Rating Guide service. Call or write to-

day to place your order!

®
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Ambest Road, Oldwick, New Jersey 08858

Brooks, president of General

Star Indemnity Co. in Stamford,
Conn., a surplus lines unit of
General Re Corp. "The historian
in me-maybe the child in me-
wants to believe we're seeing
something akin to what hap-
pened in 1984 with kind of a last
gasp" before prices finally begin
to increase, he mused.

Competition in the casualty
arena has intensified for several

reasons.

Some insurers are turning to

the liability lines to replace the
property business they no longer
want to write, Mr. Snyder said.

And, some insurers also have

excess capacity from pulling out
of the troubled workers compen-
sation and personal lines mar-
kets, Mr. Stanley said.

Prices are falling approxi-
mately 5% to 1 5% for general lia-
bility coverage for medium-size
to large accounts--those gen-
erating annual premiums of be-
tween $25,000 and $100,000, Mr.
Stanley said. Prices are more sta-
ble for smaller accounts, he
added.

Excess liability coverage "in
particular is seeing the sharpest
competition," Mr. Brooks said.
"Across the board, it has been
relatively easy on the excess side
to find a 10% to 15% reduction."

In many of the professional li-
ability lines, there are "minimal
price changes, if any," stated
Paul Genecki, senior vp of The
Schinnerer Group Inc. in Chevy
Chase, Md.

He noted that prices for hospi-
tal medical malpractice, real es-
tate brokers errors and omis-

sions, educators legal liability
and employers liability are all
stable.

There have been some price in-
creases for mortgage brokers
errors and omissions coverage
and directors and officers cover-

age for financial institutions, but
"that's the exception rather than
the rule," Mr. Genecki said.

In some eases, casualty cover-
age is being enhanced for the
same premium.

For example, Mr. Snyder noted
that a liability risk that had been
written with a $100,000 self-in-
sured retention during the last
renewal period might now be
written for the same premium
but with a $50,000 self-insured
retention instead.

And, generally all liability
lines except professional liability
are being written on an occur-
renee instead of a claims-made

basis, said Mr. Freudberg.
Mr. Genecki noted that pollu-

tion coverage is now available
for architects and engineers pro-
fessional liability coverage for
only a small additional premium.

There are some isolated reports
of price increases on the liability
side.

For example, prices are rising
10% to 15% for directors and of-

ficers coverage for companies in-
volved in initial public offerings
and leveraged buyouts, said Paul
Springman, president of Evan-
ston Insurance Co. in Evanston,

Ill. And, prices are up about 20%
to 25% for professional liability
coverage for large law firms, he
added.

Most observers said they think
the liability market has finally
bottomed out, but none wanted
to predict when the casualty
market would turn. Instead, they

expressed resigned acceptance.
"The market's the market, and

all we can do is hope some sane-
ness comes into it," said Mr.

Snyder.
Mr. Brooks summed it up this

way: "I don't know where it's
going or why." Ell

1'
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Fire Protection

Engineering &
Loss Prevention

Consulting

10370 Richmond Avenue, Suite 755

Houston, Texas 77042-4137

(713) 952-3334 •FAX: (713) 952-3337 • TELEX: 9102409060

Brokers report a mixed bag
for buyers at midyear

By GAVIN SOUTER
and SALLY ROBERTS

Property insurance rates in
coastal areas of the United States

are shooting up

"--.-1 ffr"·?#f-9,' at midyear re-
-:<.h ...> 5 newals as un-

'il/;1'6•12· · derwriters ri_
gidly demand
more money to

I.'.0, cover catastro-

phe exposures.
Brokers say

. that the nearly
$20 billion lost

to hurricanes last year, the fear of
potential earthquake losses and
steeper reinsurance costs have in-

stilled a determination among insur-
ers to raise prices and deductibles
for coastal property risks, even at
the cost of losing business.

In addition, large property ac-
counts nationwide are costing more
to insure.

But for medium-size and small

propeny risks outside of catastro-
phe-prone areas, property rates are
flat or sligntly down at renewals.

And on:he casualty side, insurers'
still unsated appetite for this busi-
ness continues to ensure falling rates
in many areas and broader coverage
in others, according to brokers.

The prospect of continued compe-
tition in most areas of the U.S. prop-
erty and casualty markets means

THE ONIY AD
YOU NEED TO

Stop
Insurance Law Professionals:

working overtime and
start working smarter. Comply with new mmirance lawsnew

and regulations quickly and confidently. Developproducts, rates and forms faster than ever before. Get theinformation you need to compete, from tlie National
Insurance Law Service.For more information, Call NILS Publishing today.

1.80'
0102320693

that many risk managers can look
forward to low rates for some time

to come, brokers report.
But not everyone encountered

that rosy scenario at midyear.
Premiums are doubling for many

property risks in coastal regions,
said Glen Welch, chief operating of-
ficer at broker Bowers, Schuman &
Welch in Washington, N.J.

In particular, Florida has seen a
dramatic increase in commercial

property insurance rates, especially
for hotels, motels and condomin-
iums, said Hyatt Brown, president
and chief executive officer of Poe &

Brown Inc. in Daytona Beach, Fla.
Property insurance policies are

being renewed with increases of
anywhere from 10% to 300%, de-
pending on location and the size
of risk, he said.

The largest increases are for high-
layer property coverage, said Alicia
O'Donnell, senior vp and property
department manager at Johnson &
Higgins in New York.

"Last year, you could buy $1 mil-
lion of coverage (for high property
layers) for $250, but this year some
carriers are asking for $500," she
said.

And insurers are also sharply in-
creasing deductible for windstorm
and earthquake risks, Ms. O'Donnell
said. Instead of imposing flat dollar
deductibles, some insurers are ask-
ing for a percentage of the insured
value to substantially increase the
policyholder's retention, she said.

"For example, you might have a
pharmaceutical company in Puerto
Rico which previously had a deduct-
ible of $100,000 for a property worth
$250 million. Now the deductible
might be 3% of the value," or $7.5
million, she said.

Policyholders can to some extent
mitigate increased deductibles if
more protective measures are added
to insured buildings, Ms. O'Donnell
said.

Such measures can be as sim-

ple as bolting down a roof in a
windstorm-prone area, she said.

The highest property insurance
premiums are being charged for ca-
tastrophe-prone areas like Califor-
nia, Florida and Puerto Rico, Ms.

O'Donnell said. And large property
accounts throughout the country are
seeing rate increases of between 5%
and 50% at midyear renewals, she
added.

Most insurers are standing firm:
They will walk away from property
accounts if clients do not accept the
higher rates and deductibles, ac-
cording to Ms. O'Donnell.

At the same time, increasing rates
for large property accounts have en-
couraged some insurers to aggressi-
vely seek more of the business.

Fireman's Fund Insurance Co.

and The Home Insurance Co., for

example, confirm broker reports
that they are focusing much more on
large accounts.

And risk managers might see
large increases for property insur-
ance again at the next renewal, said
Frank White, president and CEO of
Willis Corroon America in Nash-

ville, Tenn.
Large property accounts and ex-

cess package policies have gone up
generally due to the higher cost of
reinsurance treaties, Mr. White said.

Reinsurance is going to be the
biggest driver in the marketplace,
agreed Mr. Welch of Bowers, Schu-
man & Welch. "We haven't felt the

full impact yet."
Shrinking catastrophe reinsur-

ance capacity has not only had a
dollar impact on rates. It has also

Continued on nezt page
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had a psychological impact, Mr.
Welch said. In the wake of Hurri-

cane Andrew, insurers are much
more aware of their catastrophe ex-
posures, he explained.

Insurers also are becoming more
wary of covering property risks in
areas that a few years ago were not
regarded as prone to windstorms,
said Charles Ruoff, senior vp with
Sedgwick James Inc. in New York.

"Some underwriters are looking
at Connecticut, Long Island, N.Y.,
and New Jersey as hurricane-prone,
whereas before they were just hurri-
cane susceptible," he said.

Several insurers are restricting
their windstorm coverage in the
New York area. Travelers Corp., in
particular, is severely reducing its
windstorm exposures in metropoli-
tan New York and coastal Connecti-

cut (BI, Dec. 28, 1992).
And several insurers hope to re-

duce their exposure in the Florida
market, though the state has issued
a moratorium on non-renewal of ho-

meowners policies until November
(BI, July 12; May 31).

Rate increases for windstorm

risks are in direct response to the
heavy 1992 and 1993 storm losses,

, but rates for earthquake coverage
are also rising sharply, even though
there were few major quakes in
1992.

"In California, earthquake rates
are increasing by anything between
25% and 50%," said Don Weber,
chief operating officer with JIB Inc.
in San Francisco.

The increases stem from reduced

capacity in the market for earth-
quake coverage, he said.

Although there have been no large
quakes recently, insurers have
grown more wary of catastrophe
risks in general, Mr. Weber said.

Despite the increased rates and
reduced capacity in the catastro-
phe market, clients are still will-
ing to buy catastrophe coverages,
said Bruce D. Guthart, executive
vp with Kaye Insurance Associates
L.P. in New York. "Some clients

have increased their limits even with

the higher costs because they are
aware of the higher risks," he said.

Some of the capacity that is being
withdrawn from catastrophe-prone
areas is being channeled into the
property/casualty market for small
and medium-size risks, brokers say.
The result is that the market for

most accounts in "Main Street
America" remains soft.

"Average rating levels for prop-
erty business have remained flat
with some accounts increasing by
maybe 5%," said Joe Fitzpatrick, vp
with Alexander & Alexander Inc. in

New York. Competition for the
business has kept capacity high and
prices low, he said.

The market for general property
business remains soft, agreed Mr.
White of Willis Corroon. "The mar-

ket is very soft, and we are continu-
ing to see reductions."

The casualty market is also
largely soft, he said.

"The market remains very com-
petitive. But the rates are only
dropping 2% to 3% as opposed to the
5% to 10% reductions we were see-

ing last year," Mr. White said.
Primary general liability and mu-

nicipal liability lines remain com-
petitive and rates are stagnant or
falling, other brokers agreed.

"There are still plenty of carriers
offering a large amount of umbrella
coverage," said Mr. Guthart of
Kaye.

Liability insurance renewals are
going through unchanged or with
rate reductions of up to 10%, said
Mr. Weber of JIB. And to gain new
business, some insurers are willing
to undercut last year's rates by be-
tween 25% and 50%, he said.

In an effort to attract more ca-

sualty business, some insurers are

competing by offering more favor-
able coverage terms.

For example, some insurers are
broadening their conditions to, in
effect, include sudden and acciden-
tal pollution coverage within gen-
eral liability coverage, according to
Tom Norton, senior vp with J&H in
Pittsburgh.

"They're not calling it sudden and
accidental (pollution coverage), but
they are offering it on a named peril
or timing basis," he said.

American International Group
Inc. and Crum & Forster Insurance

Cos. in particular are using this
technique to broaden liability cover-
age for some of their clients, Mr.
Norton said.

Despite the competitive market
for most lines of casualty cover-
age, prices are increasing for a few
lines.

Casualty accounts with bad loss
ratio-in excess of 759»over the

last three years are seeing prices rise
because insurance companies have
"no appetite to pick up a bad ac-
count," said Mr. Brown of Poe &
Brown.

And brokers have seen some

slight rate increases in directors and
officers liability rates-about
5%-as well as professional liability
rates.

Professional liability rates for
lawyers and accountants generally
are increasing by between 10% and
25%, said J&H's Mr. Norton.

"The underwriting experience is
abominable in these areas," he said.

One of the main causes for the

large losses has been court rulings
finding lawyers and accountants li-
able for claims related to the failures

of banks and savings and loans, Mr.
Norton said.

Regional variations in liability
rates also exist.

In New Mexico, for example, rates
for property/casualty packages for
hospitals and apartment buildings
are increasing by around 35% due to
poor loss experience, said Rob Ma-
chacek, president of Talbot Agency
in Albuquerque N.M., which is a
unit of American Business Insur-

ance Inc.

"There have been $10 million
judgments against hotel and apart-
ment complexes after rapes and
shootings," he said. The owners have
been found liable for providing in-
adequate security.

Workers compensation rates also
vary greatly from state to state.

In some, like Texas, rising costs
have been curtailed by legal and
regulatory reforms, said Mr. Guth-
art. "Other states like Rhode Island

and Louisiana still have a lot of

problems," he said.
"Workers comp has improved a

great deal in the Southwest because
of regulatory reforms. . .but in
Southern California it is deteriorat-

ing because of the involvement of
attorneys," said Talbot's Mr. Ma-
chacek.

In problem states, many employ-
ers are exploring workers comp
self-insurance options, brokers say.

In New Jersey, for example, most
self-insurance activity is in workers
comp, where "the environment is
ripe," said Mr. Welch of Bowers,
Schuman & Welch.

Brokers say that as long as much
of the market remains competitive,
insurers are doing as much as they
can to reduce costs.

"Insurers are becoming much
more cost conscious," said Frank
C. Witthun, executive vp at Acordia
Inc. in Indianapolis.

The overall economic recession is

the market driver right now, said
Mr. Witthun. "We're not in a high
growth economy."

Insurance companies are devoting
more time to loss control services,
agreed Mr. Welch. For example, he
said, they are coming up with inno-

Continued on nextPage
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The workers' compensation crisis:

-Z'

There's light at the end of the tunnel.
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Security Guards,

Patrol Services,

Detective Agencies,

Armored Car Service,

Alarm Monitoring and

Alarm Installation

For more than a decade CoverX Corporation has
continuously provided a stable insurance product
forthe Security Industry. During that time many
companies and agencies professing to

"specialize" in this industry have come and gone.
In today's difficult insurance marketplace most
are simply gone. COVERX CORPORATION IS
STILL HERE, providing that industry with custom
tailored GENERAL LIABILITY AND
PROFESSIONAL LIABILITY.

I f you have current or potential clients in the security industry whose long range interests lie in
obtaining aquality insurance product in a stable market then you owe them a CoverX quotation.

For further information or applications call or write.

COVER CORPORATION
P.O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010
Facsimile: (313) 358-2459
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Brokers
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vative ways to help policyholders
reduce workers comp losses.

Despite observing efforts by in-
surers to contain costs, most brokers
do not anticipate a hardening mar-
ket any time soon.

Last year's catastrophes had a di-
rect impact on shrinking reinsur-
ance capacity, but was not enough
to cause an overall market change.

There is a tremendous amount of

capital out in the marketplace, said
AcoI·dia's Mr. Witthun.

"This is the reason why the mar-
ket hasn't changed yet," contends
Mr. Welch of Bowers, Schurnan &
Welch. Only a very well capitalized
market could withstand the catas-

trophes over the past three years
and still operate in the same en-
vironment, he said.

Even another loss the size of Hur-

ricane Andrew, which caused $15.5

Seattle

Aon Reinsurance Agency, inc.

1-/

billion in insured losses, would not

be enough to turn the market, con-
tends Mr. Fitzpatrick of A&A. "The
industry has a surplus of over $160
billion. Another $15 billion loss ]
would hurt, but it would be able to I
absorb it."

However, a storm of Andrew's 
magnitude could produce a major
insolvency, said J&H's Ms. O'Don-
nell.

"It's conceivable that a major in-,
surer would go into liquidation if we
had another Andrew and Iniki this

year," agreed Sedgwick's Mr. Ruoff.
Eleven minor insurers failed due

to last year's hurricane losses, and
Allstate Insurance Co. had to raise

extra capital in response to its hur-
ricane losses, he noted.

Not everyone, though, believes in-
surers are flush with capital.

Appearances can be deceiving,
warned John F. O'Sullivan, man-
aging director of Marsh & McLen-
nan Cos. Inc. in New York. "People
may not be adequately reserving."

There is a historical correlation

between phases of the market cycle
and under- and overreserving, he
explained. During a soft market, in-
surers tend to underreserve and

during hard markets, they tend to i
overreserve. The soft market has f
lasted seven years now and, based
on historical patterns, insurers may
be underreserved, which could give
the appearance of too much capi-
tal.

Nevertheless, capacity does seem
to be increasing rather than declin-
ing, said Mr. Norton of J&H.

For example, several new catas-
trophe reinsurance facilities being
set up in Bermuda (BI, June 21) will
introduce more capacity for under-
writing higher layers of reinsurance.

However, most of the new prop-
erty and casualty facilities in Ber-
muda were not established in time

to affect this midyear renewal, bro-
kers add.

Many say that the soft casualty
and general property market will
turn, but few have a firm feel for
when that will happen.

"I would have thought that it
should have happened already,"
said Mr. Guthart of Kaye. "It will
change, its just a matter of when."

Although there are few signs of
hardening in the casualty market, in
particular, when it does occur it is
unlikely to be an abrupt turn, said
Mr. Fitzpatrick of A&A.

"I don't think we will have a re-

peat of what happened in the 198Os;
instead we will see the market

tightening gradually," he said.
The property/casualty insurance

industry will continue in a soft mar-
ket until combined loss and expense
ratios increase hit 115% to 117%,

said Mr. Brown. Currently, insurers
have combined ratios of 109% to

110%.

For the next six months, "it's

business as usual" except in coastal
areas where prices will continue to
rise, Mr. Brown said.

The belief now is that this is the

market, said Mr. Welch of Bowers,
Schuman & Welch. "If we've weath-

ered these storms with no spasms,
there will likely not be the wrench-
ing that once happened."

Mr. Witthun of Acordia suggested
there may have been a fundamental
change in the insurance market.

"Clearly" the market has changed,
he said. Hard markets have not

come around as often or lasted as

long as they used to, he said.
The traditional hard and soft

markets "are no longer valid," Mr.
Witthun said. At Acor(lia, "we run
like this is the market and will al-

ways be the market."
"This market place is going to

be with us for some time to come,"
agreed Irwin Sklar, chairman of Ro-
bert F. Driver Co. in San Diego, who
predicts no change for at least two
to three years. mi
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Kemper Smith, director of risk
management with Reynolds Metals
Co. in Richmond, Va

Two Florida risk managers said
their companies' renewals fall into
that range.

Frank Polatty, risk manager for
First Union National Bank's Florida

operations in Jacksonville, said pre-
miums for the national master pol-
icy on the bank's 470 locations in-
creased by about 10%. "We had
about 50 branches damaged by the
hurricane last year, so I'm not sur-
prised. If it weren't for the fact that
our Carolina and Georgia operations
are considered safe risks, it might
have been more," said Mr. Polatty.

Jim Dineen, risk manager with
Barnett Banks Inc. in Jacksonville,
said he recently renewed the bank's
property policy with a 7% premium
increase. About half of Barnett's 634
statewide locations are in coastal

areas, and 10% of those coastal 10-
cations are high risk, he said. Bar-
nett's direct damage from Hurricane
Andrew was $2.6 million, but in
total, costs associated with the hur-
ricane exceeded $5 million.

"Considering we had a fair
amount of losses from Andrew, I
was expecting something along the
lines of a 50% hike. But our negotia-
tions went very smoothly. Our car-
rier didn't even raise an issue with

our coastal properties."
Mr. Dineen said the fact that Bar-

' nett has maintained a steady five-
year relationship with its property
insurer helped secure a favorable re-
newal. "They seemed willing to im-
pose just enough of an increase to
get back" their increased cost of re-
insurance and to cover their in-

creased risk under larger retentions,
he said.

In fact, Reynold's Mr. Smith said,
while property rates throughout the
country "are on the rise," the hikes
are "not to the degree many feared."

Outside of the hurricane belt, in-
creases depend on recent loss expe-
rience and premium increases in re-
cent years, Mr. Smith said. "If you
took a rate hit two or three years
ago, you may be all right today. It
seems to depend on the benchmark
being used."

One area of coverage did create
particular difficulties, however. Ob-
taining ample and affordable Cali-
fornia earthquake coverage was a
tough task for many risk managers
this renewal period.

"We used to pay a $100,000 de-
ductible for our quake policy," said
Gregory Hidden, director of risk and
insurance services at American Gen-

eral Hospitalily Inc., a Dallas hotel
management company. "The de-
ductible is. now 2.5% of property
value, which for a large piece of
property is much greater than
$100,000."

Mr. Hidden has nine hotels in

earthquake zones, eight in hurricane
areas and another six north of Flor-

ida along the Atlantic Coast.
"Itt was a two-month effort for

our broker to get all the earthquake
coverage we need," said the risk
manager of a California-based re-
tailer. "Aetna used to write it all for

us. Now they'll only write our pri-
mary layer."

The company's property premi-
ums climbed about 20% this renewal

period, she said. Several of the 1,300
stores nationwide were hit by the
catastrophes of 1992 and early 1993.

In addition to natural disasters,
the retailer also suffered property
losses from man-made calamities.

"We seemed to get hit in every
way. If it wasn't a storm, it was
the L.A. riots or Chicago Bulls fans
celebrating. Carriers used to think
that spreading the risk was a good
idea. Now they shudder at expo-
sures in many places," she said.

And, more major catastrophes
this year could cause further hard-
ening in the property market, di-
minishing capacity.

"We could be facing even higher
deductibles and self-insured reten-

tions next year," she said. "We now
purchase $500 million in property
limits. I wouldn't be surprised if all
we can get is $300 million next
year."

Continuing catastrophes this year,
including the Mississippi River
flooding, could make upcoming re-
newals more difficult, though not
for his company specifically, noted
Harold Lang, director of insurance
and risk management at Kohler Co.
in Kohler, Wis.

"Any further erosion of capital
and surplus can only result in pre-
mium increases, which will lead to
layered deductibles and more self-
insurance," he said.

However, risk managers outside
disaster-prone areas and without
hazardous risks found this renewal

season more business-as-usual.

With properties only in Colorado
and upstate New York, the U.S.
Olympic Committee renewed its
property insurance at expiring rates
and terms, said Risk Manager David
Mair.

The locations "haven't encoun-

tered the weather-related disasters

that plagued some other areas," 1VIr.
Mair said. "We also haven't had any
adverse loss experience that would
cause a dramatic change."

As a result, he said he sought
three-year policies from his insurers
in order to prevent any sudden
change next year. "I'm hedging that
things may not remain so good. I
don't see how the market can stay
this flat. All the negative trend fac-
tors have mixed to the point that the
trigger must be pulled. It's just that
now nobody wants to be first."

Rates and terms for property cov-
erage depend largely on a risk's re-
cent experience and what type of
relationship the risk manager has
developed with insurers: Kohler's
Mr. Lang said.

"If you're a reliable, long-term
policyholder with good experience,
you can still obtain very favorable
terms and rates. But if you're a bad
guy who filed claims for a few roofs
that collapsed this past winter,
you're definitely looking at constric-
tion of limits and sizable price in-
creases."

The market, particularly for
highly protected risks, is still
"buyer-friendly," he said. "With fa-
vorable loss experience, we're still in
control of the market."

A long-term relationship with its
insurer helped keep Mississippi
Chemical Co.'s property rate in-
crease to about 10%, said Tim Ster-
ling, director of risk management
for the Yazoo City, Mo.-based com-
pany.

"It was nothing unexpected," Mr.
Sterling said. "We communicate
well with our property insurer, so
there are no surprises."

Terms and conditions for the pol-
icy with Arkwright Mutual Insur-
ance Co. also remained the same, he
said.

"Experience and commitment are
much more important now than
three years ago," said AGH's Mr.
Hidden. "But another terrible year
for catastrophic losses will knock off
capacity, even for friends."

Mr. Hidden also lamented the fact

that he no longer has the Lloyd's of
London market to use as a bargain-
ing chip with U.S. insurers.

"Lloyd's capacity is way down
and the domestic companies imow
it. The cheap deals I used to get over
there are gone. I used to use that as
leverage here, but I can't get the
syndicates there to bite any more,"
he said.

Nestle Beverage Co. in San Fran-
Continued on nert page
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How to put the brakes on
runaway workers' compensation costs.
_:*Nj«Mi' We don't need to tell you how out of control the workers' compensa-
 tion crisis is. Chances are, you're already painfully aware.

4*#Il;911 What we do want to tell you is that there's hope. Consider the hospital
that saved one million dollars in workers' compensation costs over three years; the
heavy construction firm that reduced its losses from $1,715 per employee to $123 in
just one year; the frozen food processor that saved $400,000 last year, the difference
between a net operating loss and profit.

Since 1984, Lynch Ryan has been helping businesses like these to
implement comprehensive post-injury response systems that have proven to consistent-
ly reduce losses by 50% or more. Yes, there is light at the end of the tunnel. To find out
how Lynch Ryan can help you to reduce your workers' compensation costs, call or write
today for more information.

NINAC 1-800-223-4500

110 Turnpike Road, Suite 300

Making Workers' Compensation Work For You Westborough, MA 01581-2808

himumty
Is No Guarantee for
Directors, Trustees and
Officers. Many states have enacted statutes

granting immunity to directors,
trustees and officers of non-profit organizations. But don't be lulled into a
false sense of security. Directors, trustees and officers can be held liable
under federal law placing their personal assets at risk.

The Great American Insurance Group offers limits up to $5 million for
non-profit organizations facing exposures such as wrongful termination,
sexual harassment and discrimination. We can offer entity coverage, and
our programs are affordable, flexible and tailored to meet the organization's
needs.

Call the Executive Liability Division to find out more about our
Directors', Trustees' and Officers' Liability policy for non-profit
organizations.

The Great American Insurance Groupsm
Executive Liability Division
Phone (708) 330-6750

FAX (708) 619-6457
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Continued from previous page
cisco is dealing with a new un-
derwriter at Lloyd's of London after
Sturge Holdings PLC. decided to
close Syndicate 210 and lay off un-
derwriter Alan Lee. Sturge also
closed seven other syndicates (BI,
May 10).

"We certainly don't have the flex-
ibility or the negotiating power we
had just a year ago," said Della
Berger, director of risk, compensa-
tion and benefits. "Last year we
could name our number and we

would get it."
This year, the company is pay-

ing 6% more for its property in-
surance.

Some companies renewing their
liability coverage are paying less.

Mississippi Chemical made signif-
icant changes in its liability pro-
gram, including raising retentions
on some coverages and lowering
them on others, Mr. Sterling said.

The company had separate pri-
mary liability insurers for its fer-
tilizer and newspaper divisions, but

this year it unified the program. The
two incumbents both bid on the

combined business, but lost to Mu-
tual Service Casualty Co., an insurer
that specializes in agriculture and
food processors, Mr. Sterling said.

"We didn't save money, but we
were more interested in the qual-
ity of the cover than price," he said.

Idaho Power Co. in Boise ren-

ewed primary liability and work-
ers comp as expiring with Asso-
ciated Electric & Gas Insurance

Services Ltd., a Bermuda-based mu-
tual for utilities.

"There were no noted changes in
our exposures or sales," Mr. Meyer
said. "AEGIS is more sensitive to

loss history. We've maintained a low
loss ratio."

The only liability coverages the
U.S. Olympic Committee purchases
are general and travel coverage for
committee members and athletes,
Mr. Mair said. "GL was stable, and

we got a 20% rate reduction on
travel, which was more than I ex-
pected."

"There doesn't appear to be any
Continued on next page
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side" involving Benlate" not olland gas, petrochemical or in contingent business interruption the fixed cost items like general ha-

Tom Seuntlens, director of nsk DuPont iS facing bilhons of dol- Texas, which are the three areas of coverage, which responds to cases bility, professional hablhty, D&O
management for Honeywell Inc m lars in potential hability losses re- trouble for property " when the company's supphers fall to and fiduciary hability," the risk
Mmneapolis, agrees that the ca- lated to damage from its Benlate He called the smgle-digit pre- make necessary deliveries, thus manager said "Camers used to run
sualty market is stable "Terms and fungicide (BI, June 21; June 28). mlum hike"a wm considermg all causing Clba-Geigy to lose produc- away from casualty and cut each
conditions were consistent There "Sufflce it to say that if you're the catastrophes of 1992 and 1993 tion "Limits and capacity are both other's throats on property That
was an opportunity to expand cov- part of the Big Four (011 and gas, and the reinsurance losses that have down m this area, but we survived appmach has come back to haunt
erage and eliminate some limita- petrochemical, chemicals or phar- accompanied those disasters " them severely "
tions and conditions"

without a problem " Eli

Honeywell renewed its primary 11-
abillty policy that covers general ha- 'f 1»/ , 1,f

bility, auto hab111ty and products h-
r

74 + I

·

ability at the expinng rate 4

The company remained with m-
cumbent msurer rIT Hartford In-
surance Group despite sollciting
bids from flve other msurers Hart- ]/ MeetTherford also writes Honeywell's first IL
excess layer

-pleWho
"We saw that there are other

tt 1markets, which is encouraging," Mr
Seuntlens said "When we went out
for bids, it helped us to get an even *invented Reinsurance
better pollcy because of the compe-
tition It helps to hold pnces at a
stable level " 4::/6.13,3 r+

Paul Sprague, insurance director
*.4'with Clba-Geigy Corp in Ardsley,

N Y, labeled his recent renewal of 4*i, '.** z * JAY A. NOVIK, FSAR
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$25 milhon in primary casualty cov-
T

erage "unremarkable "
"It was a flat renewal that took

absolutely no effort In a sense, you t.4*' 2:>'44,0040
could say we slept through it"

2,2,944 NY 10166421 50724854
Meanwhile, excess habihty cover-

--1

Florida utility qi:&'YA:!44../ ., '.,9 ': 64%ReGm \

overpowered
rp

OeM

STEPHEN F PATTERSON CPCU
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by rate increase -

Summer renewals were just too •4r 'f#, 5.P=517
j

Yot'K N

much for one Flonda company.
0 ////

Senior Vice President

212/9*29074678
Flonda Power & Light was facing

Fd

a 557% increase in its insurance 1504'
costs, for far less coverage than it ATRIUM

A member of me SWISS Re Group
%'NO

had previously
/1-y-7/7 purchased VEALLON. FCAS

44
& 101*, A $350 milhon

54 , MI limit excess of a
F 63 - . A » $20 million de- 200 Park Avenue.J Now V,4 NY 10166 8**'44,844

BRUCE P REICH *$4.d'ldk01: 21&9735058 ---3

IDYEAR ductible covered FAX 212/973-5083 Senior Vice President CLU

almost all of the

FIENEWALS $400 million in ATRIUM Corporation A member of the Swiss Re Goup '0damage the util-

Avenue

f

ity suffered dunng Humcane An- Emm 200 Park Avenue 47*/04
New York, NY 10166 3817

drew, all for a $35 milhon pre- 212/973-5068

se,Te . FAX 212/973„5083

mium

At its June 1 renewal, ollhe Svviss Re Gr041however,
j

*ce

Flonda Power & Light was hit with
ATRIUM Corporatton A member of the Swlss Re Group

a $23 milhon premium for Just $100 NY 10166
milhon in transmission and distn-

bution coverage from Arkwright
Mutual Insurance Co of Waltham, '0S

ATRIUM COrporano.

S»issReGroug *fMass r dl me OWEN WHITBY, PhD. ASA CPCUExecutrve Vice President
The West Palm Beach-based uttl-

<1

ity obtained approval from the state
Public Service Commission to self- i.fr//sp' /
insure using a $70 million storm Y 200 Park AvenN- Yok NY 166212973-507
fund that it had set up previously, a : t. 5

FAX218974083 44/

spokesman said

ATRIUMCorporat,on A memberotthe SwissAIGroupFlonda Power & Light had con-
tributed $3 milhon annually to the *1

fund until 1991 The commission ,

1'4 .
approved resuming the contribu-
tions in the amount of $7 milhon 94 ./.annually It also gave the go-ahead

.

for the utillty to petition for an in- r '211

crease in base rates should it be hit . 4 0 11' 041*47idiQF rJur,Ytan*1<4BiniSAS@ 9#*061h
by another maior humcane 1 :02 r

I . I. 0 -
. . - • 7<474*.m'? •, . e .- A:y*1u (£tui#*6;e $91,1? r*lh41*'/%The utihty also obtained from

vanous banks a $300 milhon line
. 42- : '''lfbil (f«*ihi ,mal#/*071%:11'fa)/api - I -1M#*' # .Al-/ :

of credit that can be used in case . #Britw . 0 · 0 . · [4*disr;6p,144 0%;P ijilw F.***1Laislk*) - ',+ .:,

of emergency ..

. .. ...

Andrew caused $270 milhon in
I . -, »*mlk#, //g /, 0' 11

.. .- 4# -damage to transmission and distn-
bution lines and $130 milhon to two
power plants

. ... ... .. .

: ¢:-

. . . TifiEJ/77Fiff,mTFUM IRillw;r SSl

Flonda Power & Light contmues
to purchase property coverage for its -

......

power plants and general facllittes, .:.4 -,
the spokesman said .

.-

-By Sam Martel/
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From the Gulf of Mexico to the Indian
Ocean, your marine insurance company
should offer consistent, reliable service.

At Continental Underwriters, we built our
strong service reputation by fully meeting
the insurance needs of our clients, by antici-
pating complex and unusual risks, and by
responding immediately to our clients' exact-
ing needs.

ontinental Underwriters provides insur-
ance coverage for any marine related risk,
large or small, conventional or complex,
foreign or domestic, for multi-national cor-
porations or small fishing fleets.

Today invest 15 minutes. Call the marine
insurance specialists at Continental Under-
Underwriters, Ltd.

Continenta 
Underwriters, LUL
Correspondent, Lloyd's of London
(504) 898-5300 Fax: (504) 898.5324

*2-6..-r- .
'53.:

-7 -S:zy *.0/.-

SINCE 1900, Skandia America Re has been doing
business in the U.S. In fact, we are the country's oldest
continuing domestic reinsurer.

Our core values are straightforward-to provide our brokers
and clients with underwriting excellence and superior customer
service, supported by advanced use of technology.

Our underwriting focus is on casualty reinsurance,
both Treaty and Facultative.

$311*ultioa@Ytate*311993
Backed by capital and surplus of $299;m*Hia[I, we're proud
of our "A" rating from A.M. Best Company and the financial
protection we deliver to our clients.

byh Sliandia

Skandia America Reinsurance Corporation
One Liberty Plaza, New York, NY 10006
Tel: (212) 978-4700 Fax: (212) 385-2135

Facultative Branch Offices

•New York

hl: (212) 978-4925

Fax: (212) 385-8660

•Chicago •Atlanta

Tel: (312) 236-7833 'Ial: (404) 393-4300

Fax: (312) 236-3826 Fax: (404) 393-9639

(800) 621-9260 (800) 242-7044

•Norwalk •San Francisco •Skandia/Facman

Tel: (203) 854-9966 Tel: (415) 398-1700 Tel: (203) 854-9966

Fax: (203) 853-4005 Fax: (415) 398-1544 Fax: (203) 853-4005

--
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London market
Continued from page 1
signs that rates for these coverages
are hardening, particularly for Iiks
in the coastal United States.

But there was aggressive competi-
tion for U.S. casualty business, with
London underwriters losing some
risks to the U.S. market.

July 1 renewals occurred before
floods hit the Midwest and an

earthquake was felt in Northern
Japan. But underwriters and bro-
kers in London last week did not
believe either disaster would hurt
their reinsurance market.

"We are continuing to see in-
creases in price in (U.S.) reinsur-
ance, but we are not seeing any
rate increases on the regular U.S.
property/casualty insurance pro-
grams with no major exposures,"
summed up Dennis Mahoney, chair-
man of Alexander Howden Ltd.

From the underwriters' perspec:-
tive, the midyear renewal season
was "very good," added John Weth-
erell, underwriter for Lloyd's of
London syndicate 190, managed by
Cater Allen Syndicate Management
Ltd.

Rates increased for U.S.-based

excess property coverages, energy
risks and some specialist liability
coverages like errors and omissions
and directors and officers liability,
Mr. Wetherell said. The "sad excep-
tion" was U.S. property insurance
rates, where "there were not suffi-
cient increases," he said.

The area hit hardest by rate hikes
during midyear renewals in London
was property catastrophe reinsur-
ance, which suffered from a serious
lack of capacity.

The aggregate cost of catastro-
phes from 1987 to the beginning
of 1993 is estimated at $70 billion,
"and those are paid losses," said
Howden's Mr. Mahoney.

Several companies are boosting
their capital in London and new
ventures have been launched in

Bermuda to tap the demand for ca-
tastrophe reinsurance capacity (see
story, page 56).

But Mr. Mahoney estimates that
not even a tenth of the money paid
out in recent catastrophe losses has
been replaced in the worldwide
markets by the new capital. "There's
a big hole," he said.

As a result, property catastrophe
reinsurance programs remained dif-
ficult to place and expensive during
midyear renewals.

Nevertheless, some U.S. ceding
companies that didn't buy catas-
trophe reinsurance in London last
year came back to the market fol-
lowing Hurricane Andrew.

The London market offered about

$50 million in capacity, half of the
$100 million available worldwide,
said one catastrophe reinsurance
underwriter.

"In light of Hurricane Andrew,
rates and deductibles have gone
right up. It's probably reached a
point where pricing for buyers has
just peaked," said Paul Philo, dep-
uty chairman of Sphere Drake In-
surance Co. P.L.C.

"Rates have flown through the
roof with increases of 50% over last

year being common," echoed Paul
Stallon, catastrophe underwriter at
Sphere Drake.

He also confirmed that the cost

of first reinstatements in property
catastrophe reinsurance has stayed
at 100% of the original premium.

This practice began in January,
when catastrophe reinsurers began
to charge as much premium for the
first reinstatement as for the origi-
nal policy (BI, Jan. 4). Each catas-
trophe policy normally has a limit
for one catastrophe plus one rein-
statement. Now reinsurers are de-

manding that if a single catastrophe
exhausts the limit, the ceding com-
pany must pay 100% of the original

premium for the first reinstatement.
David Mann, underwriter of

Lloyd's syndicate 435, managed by
DP Mann Underwriting Agency
Ltd., believes catastrophe rates in
Imdon are now about right.

"After Hurricane Andrew, the key
to whether the right rates had been
set depended on whether new capi-
tal arrived, and that certainly has
happened," said Mr. Mann. "There-
fore, we have achieved a rate level
which is attractive to new capital,
and we are taking advantage of
that."

Midyear property catastrophe re-
insurance rates "were the same as

Jan. 1, but they certainly didn't go
down. Rates are possibly as high as
they can go without retentions going
up," added Phillip Marcell, chair-
man and chief executive of Uniona-
merica Insurance Co. Ltd. in Lon-
don.

The scarcity of catastrophe rein-
surance is the main reason parts of
the U.S. property insurance market
are starting to show signs of hard-
ening, underwriters and brokers in
London agree.

But they disagree on whether the
hardening of the overall U.S. prop-
erty insurance market has arrived or
will take place in 1994.

"Despite Hurricane Andrew, you
are not seeing the hardening of
(property insurance) rates in the
U.S.," said Mr. Mahoney of How-
den. He believes the U.S. property/
casualty insurance market may be
stuck in a prolonged soft market
that began eight years ago.

"Primary property rates are cer-
tainly going up in the U.S.," but
mostly in coastal areas, said Barry
Dean, managing director of the
North American department of
Hogg Insurance Brokers Ltd.

Keith Sheridan, a broker with
Bain Clarkson Ltd.'s North Ameri-

can division, also sees a geographi-
cal bias in the primary property
market. "We don't have a huge re-
newal book on the July 1 renewals,
but where we did see significant in-
creases was in property catastrophe
in the big value areas such as Cali-
fornia or Florida. The straightfor-
ward Midwest business did not ap-
pear to change," he said.

U.S. policyholders paid more in
London for excess property cover-
ages, however, according to some
underwriters.

For example, Mr. Wetherell said
rate increase resulted in a 15% to
50% increase in written premiums
for U.S. property coverage excess of
$50 million and up to $250 million.

The increases were "even higher"
for non-U.S. property programs, he
added.

One Lloyd's underwriter who
writes most types of U.S. business
said that he believes some U.S. risk

managers are "paying through the
nose" to keep their property insur-
ance programs in the London mar-
ket.

"Everywhere outside The States
rates are going up, and they needed
to," he said. "But the U.S. core
buyers also have paid the increases
to stay in the market. Clients recog-
nize that they need the capacity and
that if there isn't a problem now,
there certainly will be. They are try-
ing to secure their markets" for the
future, the underwriter said.

However, while property un-
derwriters may be rubbing their
hands with glee at higher rates, ca-
sualty underwriters are simply
hanging in there in a tough mar-
ket.

For specialist liability coverages,
"it's business as usual," said Mr.
Mann, the Lloyd's underwriter.
"Some syndicates have increased
lines, others reduced them. The good
customers are finding markets un-
changed," he added.

Hogg's Mr. Dean agreed. "Errors
Continued on nert page



Continued from previous page
and omissions cover is steady,
trucking rates are finally picking up
-but not fast-medical stop loss
underwriters are still trying to push
the rates up," he said. However,
"domestic competition is still
fierce," he said of the U.S. market.

Mr. Wetherell added that his syn-
dicate saw 10% to 20% premium in-

London markets

for energy, marine
more expensive
LONDON-Limits are shrinking

and rates continue to rise in the en-

ergy and manne insurance markets.
Twelve to 18 months ago, an oil

company could find $750 million to
$1 billion world-

ill/-7-1-7 wide in capacity
I i *100- for an energy in-
I 1 1 1 1 surance program,
E 5%91»0 {-8 but today "you'd

be pushed to findAIDYEAR half a billion,"
RENEWALS said John Weth-

erell, Lloyd's of
London un-

derwriter for syndicate 190, man-
aged by Cater Allen Syndicate Man-
agement Ltd.

An oil company would now pay
20% to 100% more in premiums than
12 months ago, he added.

This is good news to underwriters.
"The energy market has gone
through some diHiculties, but now
it's going very well," said Richard
Youell, Lloyd's underwriter for syn-
dicates managed by Janson Green
Ltd. "The market is not as big or
flexible as it was, but that is a good
thing.. Terms and conditions have
been tightened up, and commissions
on profits have been cut right back,
and brokers are finding it more dif-
ficult to layer programs," he said.

The Institute of London Under-
writers' marine insurance market

experienced mixed fortunes this
summer, but all rates moved up-
ward. One ILU underwdter pegged
hull rate increases at midyear at be-
tween 10% and 15% compared with
January renewals, while cargo rates
were up 5% to 7.5%.

"We were very busy trying to get
cargo insurance rates up-and we
were quite successful-but there
was a lot of competition coming
from the U.S. and the rates are not

going up so fast there," an ILU
spokesman said. The ILU adopted a
much stricter classification clause in

April, which was the main reason
for the diSerence in U.S. and Lon-

don cargo rates, he noted.
The clause includes two new cate-

gories-one for high-density cargos,
such as iron ore and coal, and an-
other for mineral oil-carried by
tankers more than 10 years old.

An ILU committee recommends

modest premium increases for 10-
year-old vessels with such cargos,
and bigger increases for tankers
more than 15 years old. The ILU
recommends additional premiums
for all bulk and combination car-

riers more than 10 years old.
"We are prepared to lose the

(U.S.) business if we don't get the
rates or conditions," he said.

The ILU spokesman said hull un-
derwriters were more successful at

raising rates at midyear. "Cargo is
not moving as fast as hull, where
much bigger increases have been
seen. One reason for this is because

in hull you're dealing with one
buyer-the shipowner-whereas in
cargo you deal with a variety of
buyers and sellers," he said.

Because London underwriters are

paying more for their own reduced
reinsurance programs, "the average
ILU underwriter has to be lot

tougher and ask a lot more ques-
tions of the broker," he said.

-By Adrian I.adbury

creases this July for E&0 coverage
and D&0 liability insurance for the
first $10 million to $20 million be-
fore they are placed with Bermuda's
high-layer excess facilities, ACE
Ltd. and X.L. Insurance Co. Ltd.

However, U.S. general liability
programs are seeing rate reductions
of 5% to 10% in London because of

stiff competition from U.S insurers,
said a Lloyd's casualty broker. This
is largely due to the fact that the
U.S. casualty market is "growing,
probably because the property mar-
ket is so disastrous," he said.

One Lloyd's underwriter sug-

gested that the drop in capacity in
the London market could mean

London underwriters will play a
more influential role in the casualty
market in the future. "London ca-

sualty accounts have consolidated
into only the areas it wishes to oper-
ate within. The old Lloyd's of writ-
ing 10% on the end of any old slip
(is) dead. People are writing more
selective shares and taking an inter-
est," the underwriter said.

Generally, though, there is little
sign of a meaningful change in ca-
sually pricing in the near future.

Unionamerica's Mr. Marcell,

M ost ofs who
manage RIl

regional offices came from
highly structured insurance
environments. Rising through
the ranks, we became
increasingly insulated from
the real action. Like going
one-on-one with the risk,

and bringing our talents and
instincts to bear as sleeves-up
underwriters.

It's different at RLI. Our

office managers oversee
processing, collection,
technical staff and clerical

duties, so the underwriters
are available when brokers

call. And that's the whole

idea behind responsive
underwriting.

This entrepreneurial
arrangement works well for
RLI. And for our brokers.

Consider the comments of

Derek J. Repath, of Repath
Associates in Nashville, 'IN:

though, was a little more optimistic
than most. "The (casualty) rate re-
ductions of 5% to 10% per annum
over the last few years finally came
to an end, and with this came stabil-
ity, but there is still a lot of compe-
tition....Rate reductions were cer-

tainly no better than Jan. 1."
Mr. Marcell blamed much of the

competition on an exodus of U.S. in-
surers from property classes into ca-
sualty as underwriters try to bolster
falling premium volumes.

"There has been a move away
from property classes. To maintain
income, the companies have moved

66 RLI is there when needed,
always exhibiting firm

professionalism. The

Company's underwriters

understand exposure,

asking the right questions

at the right time and

yielding logical decisions

With a barometric grasp

of the marketplace,

they know when to be

competitive This efficiency
translates into binding

business. Above all, RLI's

underwriters are real people
who add that personal

touch to doing business
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James D. Steeves, CPCU
Vice President

RLI Midwest Regional Office
St. Paul, MN

into more specialist lines such as ca-
sualty, and that is why it remains
competitive," he said.

Meanwhile, "accident and health"
insurance rates in the London mar-

ket are fim. "Accident and health

rates were pretty firm. They were
not going up anyway because of the
basic profitability of the business.
It's status quo," said Tim Hughes,
director of broker Lovat Interna-

tional. "Clients do appear to be ac-
cepting slight changes in terms and
conditions, but if rates were raised

they would seek cover elsewhere,"
he said. 'El

Our agility lets us provide
essential service at the front of

of the transaction. Typically, a
broker can get right through
to us. We aren't tied up in
meetings or administrative
detail. The decks are cleared

for underwriting.

And the ability of our under-
writing staff is extensive. Hiring
underwriters with 10-15 years
of experience is really RLI's
strong suit. We can evaluate
unique risks by drawing on
our diverse experience.

Exceptional underwriting
experience and the availability
of underwriting resources are
two of the most important
ingredients in customer
service. Anyone using a recipe
without them will find very
few diners at the table.

RLI 9025 N. Lindbergh Drive Peoria, IL 61615
800/445-5468
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We've Made A Name For Ourselves.

D We're the weekly it takes to stay on the cuttir g edge
of the commercial insurance marketplace.
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Insurers see opportunity
in filling capacity void

LONDON-New capital is enter-
ing the London and Bermuda insur-
ance markets, but many are skepti-
cal it will spur renewed competition
in hardening lines.

Sphere Drake
.-,-,r-·•v., Insurance Co.

    gterzemitt15 8% a
4 5' . "» /''t,{ the Securities

and Exchange

MIDYEAR Commission for
RENEWALS an initial public

offering, the pro-
ceeds of which

will go to support underwriting ac-
tivities in both London and Ber-

muda.

The insurer plans to register 9.8
million shares, of which 1.3 million
will be sold to underwriters. The

proposed maximum price per share
was $24, which would generate
about $235 million if the offering is
fully subscribed. The stocle will be
listed on the New York Stock Ex-

change once the SEC gives its OK.
"We want to use this capital to

take advantage of the market now,"
said Paul Philo, deputy chairman of
the London-based insurer.

"We want to use the capital in
our U.K. company to take advan-
tage of certain lines of business
which are already showing signs of
improvement. Specifically, rates are
hardening in marine and non-ma-
rine reinsurance and also in a num-

b6r of direct lines such as cargo,
hull, specie and energy," he said.

"Opportunities are opening up for
insurers and reinsurers, and what
we are saying is that we have to
compete with the biggest and the
best to be there. The IPO is really to
enable us to take this next step
forward and compete in the big
league," Mr. Philo said.

Anglo American Insurance Co.,
the London-based insurance com-

pany owned by John Head & Part-
ners, also has filed with the SEC for
an initial offering.

According to the June 30 filing,
Anglo American intends to offer 5.8
million shares at a proposed maxi-
mum price of $18 per share, which
would yield $103.5 million if fully
subscribed.

Anglo American has rented a box
in the Lloyd's building and last year
wrote a book of liability, property
and marine business. Of $209 mil-

lion in gross premiums written, 52%
was in casualty lines, 30% marine

liability and 18% from auto physical
damage and property catastrophe
reinsurance, according to the filing.

And, just last month, U.S. rein-
surer NAC Re Corp. announced
plans to set up a new London-based
reinsurance subsidiary with initial
capital of 50 million pounds ($73.9
million).

Greenwich, Conn.-based NAC Re
said that the new company, when it
receives regulatory approval, will
take advantage of the current short-
age of catastrophe capacity in Lon-
don and will write non-U.S. reinsur-
ance business.

This new capital coming into the
London market follows closely a
surge of new reinsurance company
formations in Bermuda (BI, June
21). Nevertheless, Sphere Drake's
Mr. Philo and others in the London

market do not expect the arrival of
this new capacity to rekindle com-
petitive pricing, or for Bermuda to
push London into the background.

"There will undoubtedly be some
competition, but (London and Ber-
muda) will work fairly closely in
tandem," according to Mr. Philo.

However, he observed, "A lot of
the new capital (in Bermuda) is in
catastrophe lines and they will not
be able to buy reinsurance, so a lot
of it will be net of reinsurance. Con-

sidering the frequency of catastro-
phes over the last few years, it will
be interesting to see what the posi-
tion of these companies will be this
time next year."

Indeed, some in the London mar-
ket are downright skeptical of the
new Bermuda capital and see it as
no threat to the London market.

Because the new facilities are

writing catastrophe reinsurance
without retrocessional cover, they
could "probably cover one major
loss," said one London underwriter.
"But if we get two big catastrophes
in one year, the sums will not look
so attractive.

"Some of the money people are
certainly committed, others are
more short-term in their outlook.

A lot of people are looking forward
to seeing what happens over there,"
he said.

"If the wind doesn't blow, they
won't get the claims. But, it would
be a brave man who'd say in the
light of (European windstorms),
Hugo, Exxon Valdez and Piper
Alpha, that it won't," he said.

-By Adrian Ladbu,y

Lloyd's underwriters wait
for U.S. market to harden

By CAROLYN ALDRED

LONDON-All the signs are in
place for the U.S. property insur-
ance market to harden next year,

Lloyd's of Lon-

.•don un-

' 1 T. L l derwriters are
1 C f» R{ ZZe nnber.

Property ca-

MIDYEAR tastrophe rein-
surance is scarce

RENEWALS and U.S ceding
companies are

paying more for less, giving them a
greater incentive to charge their
policyholders higher property in-
surance premiums.

But a recent influx of capital
into the U.S. insurance market by
investors could thwart this turn-

around, Lloyd's underwriters note.
Meanwhile, international prop-

erty rates have already increased,
they claim.

And the U.S. casualty market

has softened as insurers offer more

coverage to boost their premium
income (see story, page 1).

These comments come from the

latest syndicate results of Lloyd's
of London's non-marine un-

derwriters, which were published
and sent to members recently.

"The U.S. market still does not

appear to be responding in a wide-
spread fashion to the loss of
billions of dollars in Hurricane

Andrew and the closing down of
much reinsurance capacity," said
Nicholas Thomson, underwriter for
non-marine syndicate 33, managed
by Hiscox Syndicates Ltd.

"I continue to believe that we are

now on the threshold of a real

change, but had expected it to have
become evident by now. I am also a
little discouraged by the amount of
new capital that is being raised for
the insurance industry in the
U.S.A., which seems unlikely to
speed the hardening of the rnar-

Continued on nezt page
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ket," he said.

"The important U.S. market is
in a pivotal state," said R.J.
Hunter, underwriter for syndi-
cate 122, managed by Sturge Re-
insurance Syndicate Manage-
ment Ltd. "Insurance companies
have suffered severely from ca-
tastrophe losses but forces are
still in place which prevent the
much-needed strengthening of
terms."

But the investment markets

have been "buoyant," which has
mitigated the insurance losses in
the United States and allowed

some big insurers to compete for
market share, added Mr. Hunter.

"It will not be until the (U.S.)
companies experience a reduc-
tion in surplus, which still in-
creased during 1992, and nega-
tive cash flow that we will see an
overall change in the market,"
wrote R.G.M. Finn, underwriter
for syndicate 219, managed by
Sturge Reinsurance. "The gen-
eral feeling is that the upturn
should be in the not-too-distant
future, perhaps by 1994."

Property insurance rates often
depend on the price that ceding
companies pay for reinsurance.

U.S. and Canadian ceding
companies are paying the most
for property catastrophe reinsur-
ance treaties, according to Ri-
chard Keeling, a Lloyd's Council
member and underwriter for

syndicate 362, managed by Mur-
ray Lawrence & Partners. He es-
timates rate increases of 130%

per exposure since 1989 in this
category.

"The effects of Hurricane

Hugo and Andrew have been
profound," Mr. Keeling said. "A
rapidly contracting market has
enabled us to be robust in quot-
ing renewal terms which have
translated to our clients, on av-
erage, keeping double the de-
ductible. We believe that further
contraction will occur which will

present further opportunities."
"Capacity for U.S. catastrophe

(reinsurance) exposures has fi-
nally dried up," added Malcolm
Beacham, underwriter for syndi-
cate 624, managed by Hiscox
Syndicates Ltd. "Demand, we
are happy to say, now exceeds
supply and rates have risen to
two or three times their previous
levels, and in some cases more."

"We have now seen significant
rate increases on the USA ca-

tastrophe rates, often up to 100%
of the 1992 prices," agreed N.C.
Marsh, underwriter for syndicate
570, managed by M.H. Cockell &
Partners. "These rate increases,
on top of the already depressed
American company loss ratios,
are leading to a turning in the
(U.S.) property (insurance) mar-
ket."

G.D. Gilchrist, underwriter for
non-marine syndicate 557, man-
aged by R.J. Kiln & Co. Ltd., also
increased his rates for U.S. poli-
cyholders.

"We can report that in the
U.S.A. in the five years from
1987 to 1992 the amount of any
one loss retained by clients rose
by 12%, but if we include (1987
to 1993), the increase is 72%. The
premium for these contracts rose
by 52% from 1989 to 1992, but
this increase has widened to
176% when the 1993 renewals are

taken into account,'' Mr.
Gilchrist said.

Outside the United States,
though, the property market has
already hardened.

Since 1989, there have been
huge rate increases per exposure
for international property catas-

, trophe excess reinsurance trea-
ties, according to Mr. Keeling: In
the United Kingdom, rates per

exposure increased 450% since
1989; in Australasia 400%; in
Japan 750%; in the Caribbean
500%; and in continental Europe
200%.

A. Taylor, underwriter for syn-
dicate 51, managed by Taylor
Clayton (Underwriting Agencies)
Ltd., adds that while property
treaty reinsurance rates in the
United States have increased

216% since 1989, they have in-
creased by 539% in Japan and
469% in the United Kingdom
during the same time.

International property "rates
have climbed to previously un-
foreseen levels and we are also
able to demand terms and condi-
tions that were unheard of a year
ago," said T.W. Brien, un-
derwriter for syndicate 12, man-
aged by Stewart & Hughman
Ltd.

"Worldwide rates are very de-
finitely on the move upwards,"

added Sturge's Mr. Finn.
"The rest of the world (outside

the United States) is generally
achieving good rate increases" in
facultative property reinsurance,
added J.H. Venton, underwriter
for syndicate 376, managed by
Stewart & Hughman Ltd.

"In the U.K., rates are up by
25% and deductibles are being
increased. Most (continental) Eu-
ropean rates are showing higher
increases. . . .Following Hurri-
cane Hugo and Andrew there has
been a complete re-rating of the
business emanating from the
West Indies and the Caribbean,

and capacity is now expensive in
this area," he said.

In Australasia, Central and
Latin America and South Africa,
there are also "substantial price
increases, coverage is restricted
and earthquake limits imposed
and commission reduced," Mr.
Venton said. EII
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executive vp with G.L. Hodson &
Son Inc. in New York. "It's what

we saw at year end, plus."
Catastrophe reinsurance prices

have risen 30% to 50% across the

board, with retentions doubling in
many cases, he said.

Ceding insurers with heavy ex-
posures to coastal storm or earth-
quake losses could see increases of
up to 100% for some parts of their
programs, with smaller hikes for
less-exposed companies, said
Thomas J. Gallagher, senior vp with
Prudential Reinsurance Co. in New-

ark, N.J.

Many reinsurers have added pro-
visions barring reinstatement of
limits for losses arising from the
same event, he added.

The actual rates on line for na-

tional ceding insurers may amount

to 25% to 35% for the first layer of
cat coverage, up from perhaps 20%
to 25% last July, with the effect of
the increase compounded by dra-
matic increases in attachment

points. For regional ceding com-
panies, first-layer rates on line are
as low as 15%.

Rates for midyear renewals are
actually 5% to 10% higher than rates
charged for comparable covers at
year end, said Steven K. Bolland, se-
nior vp with Gill & Roeser Inc. in
New York. He added, though, that
prices have now reached a plateau
from which they probably can't rise
much further.

London underwriters have led

many of the increases and, in some
cases, have priced themselves out of
programs for smaller U.S. ceding
insurers looking for $15 million to
$30 million in limits, according to
John W. Smithson, chairman and
president of PMA Reinsurance Corp.
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Knowing where to look for problems-and finding cost-
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control techniques in a customized manner. Workable solutions then

are developed with the intention that they will pay for themselves.
For more information on reducing your workplace exposures:
Call Jim Sybert at

5 (800) 723.3890
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RISK CONTROL SERVICES

The FPE Group

in Philadelphia.
A PMA affiliate with minimal

hurricane losses sought to renew $15
million in limits and found London

underwriters quoting rates three
times higher than those in the
United States, which themselves
were up 15% over the previous
year's price, Mr. Smithson said.

Catastrophe capacity remains
tight: Reinsurance observers esti-
mated total worldwide capacity at
between $120 million and $150 mil-
lion, possibly slightly lower than the
capacity available for January re-
newals.

Some help is coming from sev-
eral new Bermuda-based catastro-

phe facilities, including: Mid Ocean
Reinsurance Co. Ltd., formed by
Marsh & McLennan Cos. Inc. and

J.P. Morgan; Renaissance Reinsur-
ance Ltd., formed by USF&G Corp.
and other investors; International
Property Catastrophe Reinsurance
Co. Ltd., formed by American Inter-
national Group Inc.; and Tempest
Reinsurance Co. Ltd., formed by
General Re Corp. and AIG.

In addition, some existing mar-
kets have become more active un-

derwriters of catastrophe risks, re-
insurance observers report.

For example, Fortress Re Inc., a
Burlington, N.C., underwriting
manager, has provided lines of up
to $20 million on cat programs for
large ceding companies, according
to Chairman Chuck Sabbah. For-

tress underwrites for Japanese in-
surers Chiyoda Fire & Marine In-
surance Co. Ltd., Nissan Fire &
Marine Insurance Co. Ltd. and Tai-
sei Fire & Marine Insurance Co.
Ltd.

Direct writing reinsurers have
also expanded their catastrophe un-
derwriting, especially when they can
also pick up other lines of a ceding
company's non-catastrophe prop-
erty or casualty business, said Mark
Mosca, senior vp and chief under-
writing officer of Zurich Reinsur-
ance Centre Inc. in Stamford, Conn.

All of this "doesn't mean there is

not still a crisis in catastrophe ca-
pacity. There still is," Mr. Mosca
said. "But the new offshore capac-
ity and increased willingness of di-
rect writers to put down bigger lines
has made a dference."

ZRC itself is writing limited
amounts of catastrophe business for
clients that also cede non-catastro-

phe property or casualty risks to the
reinsurer, Mr. Mosca added.

With several of the new facilities

just coming on line, the full impact
of the added capacity is not ex-
pected to be felt until later this year.

While worldwide capacity totaled
about $140 million going into July
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renewals, the total should expand to
$200 million or more for new pro-
grams and renewals this fall and be-
yond, said Ajit Jain, president of the
reinsurance division of Berkshire

Hathaway Inc. in Stamford.
If reinsurers get through the rest

of this year without major losses,
the new capacity could even lead
to some softening of catastrophe re-
insurance pricing, especially if the
new facilities start leading cat
covers rather than following Lon-
don leads.

"If you don't have any major cats
over the next three months, I'm sure

you will see some softening of
prices," Mr. Jain predicted. If storms
hit, however, "you cannot be sure
who's going to be around and who's
not going to be around."

Another string of cat losses would
mean that "all bets are off," agreed
Steven J. Bensinger, president of
Chartwell Reinsurance Co. in Stam-

ford. "I wouldn't be surprised to see
more tightening."

Meanwhile, catastrophe reinsur-
ance buyers may be losing one of

'If you don't have any
major cats over the
next three months,'

prices will soften,
says Ajit Jain.

the products that has helped them
cope with the capacity crunch:
Funded catastrophe covers, which
have lost much of their allure in

light of an SEC-backed plan by
FASB to impose new accounting
procedures for the covers.

Ceding companies used funded
covers extensively to fill gaps in cat
programs. Under the multiyear
funded deals, the reinsurer typically
places ceded premiums into a sepa-
rate account and the ceding com-
pany agrees to repay a reinsurer if
losses create a negative balance in
the account.

Earlier this year, FASB an-
nounced plans to require ceding in-
surers to report obligations under
funded covers as liabilities on their

balance sheets, essentially wiping
out any advantage of the covers (BI,
April 5). July 1 saw a significant
drop m interest in funded covers
among U.S. ceding companies, rein-
surance observers say.

"People aren't interested in buy-
ing something that's not going to
work for them," said one reinsurer
executive who asked not to be iden-
tified. "Funded covers are in limbo."

Instead, some ceding companies
have shifted to what reinsurance of-
ficials have dubbed "trust me"

covers.

Like funded covers, these deals

are based on an understanding that
the ceding company will make the
reinsurer whole for losses in future

years. Unlike the funded deals,
though, "trust me" covers drop con-
tract:ual provisions spelling out the
pay-back mechanism, presumably
freeing them from FASB accounting
restrictions.

"There's an understanding behind
the scenes that the ceding company
will pay (reinsurers) back," the rein-
surer explained.

While a number of ceding insur-
ers were making "trust me" deals
at midyear, the covers may not be-
come as widespread as funded
covers, some observers suggest.

"There is a limit to the number

of 'trust me' covers because there is

a limit to the number of people
who trust you," Mr. Bolland ob-
served.

Even if they are not subject to
the FASB funded cover rule, "trust

me" covers also raise the question
of when disclosure to auditors and

the SEC would be required.
Ceding companies would have to

judge for themselves when a "trust
me" agreement becomes a material
item that should be disclosed in rep-
resentation letters to auditors and in

filings with the SEC.
"When do you cross the line from

an expectation to an obligation
based on an oral agreement" that
requires disclosure, Mr. Bensinger
asked rhetorically

"There are levels of 'trust me' that

would be reasonable and not subject
to disclosure" and others that are

significant enough to require re-
porting, said Jay A. Novik, president
of Atrium Corp., a financial reinsur-
ance brokerage unit of Swiss Re
Group.

Mr. Novik, meanwhile, lamonted
FASB's decision to tighten account-
ing for funded covers, explaining
that the covers probably only would
have been needed for another year
before being rendered obsolete by
new capacity entering the market.

"I wish (FASB) had waited one
more year," he said.

As the catastrophe market tur-
moil continues, ceding insurers are
still seeking a measure of catastro-
phe protection through pro-rata
property reinsurance, though this
market has also tightened signifi-
cantly since last year.

Hurricane Andrew devastated

many pro-rata treaties, which at the
time typically did not include any
per occuITence limits and therefore
continued to pay losses without any
cap.

That situation has changed: Rein-
surers have not only imposed occur-
renee limits but have added a num-

ber of other restrictions, noted Paul
Ingrey, president of F&G Re, a Mor-
ristown, N.J.-based unit of USF&G.

These have included loss ratio

caps; "loss corridor" provisions,
under which the ceding insurer must
pick up losses that fall within a de-
fined loss ratio range; and loss ratio
triggers that start reinsurance cover-
age when losses hit a defined point,
Mr. Ingrey and other reinsurance
officials said.

Pro-rata coverage is also being
broken up into treaties covering
certain states or geographical areas
and certain lines of business.

Reinsurers' margins on this busi-
ness have also risen dramatically,
now amounting to 15% to 20% com-
pared with 5% to 10% a year ago
and 1% or 2% three years ago, rein-
surers report.

Pro-rata business now carries

margins "like I've never seen be-
fore," observed Paul D. Hawks-
worth, president and chief execu-
tive of Mercantile & General
Reinsurance Co. of America in Mor-

listown, N.J.

Heavy demand for these treaties
has made them tougher to complete
than in past years.

"It's not as stringent as cats," but
pro-rata coverage is still not an easy
placement, Pru Re's Mr. Gallagher
said.

Property per risk excess reinsur-
ance for ceding insurers with ca-
tastrophe exposures has also become
harder to place, Mr. Mosca said.
"For the first time, I'm seeing risk
excesses that are difficult to fill," he
said.

However, non-catastrophe prop-
erty and casualty reinsurance re-
main the easy sells in the reinsur-
ance market, observers agree.

"Casualty is getting distinctly
softer," with terms improving, ced-
ing commissions rising and many
placements oversubscribed, accord-
ing to Mr. Mosca.

"It's really quite spectacular.
These are covers that (reinsurers)
would not touch five years ago when
they were hugely profitable," he ob-
served. "There's a lot of willing,
hungry capacity for this kind of 'f
business." El
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rity. They are wiILing to take in-
creases" to obtain coverage from a
secure insurer, he said. "Facultative
reinsurance markets have also

tightened," Mr. Greenberg said.
"In most instances," the picture is

a change from 12 months ago, he
said.

Change is occurring at Arkwright
Mutual Insurance Co. in Waltham,

Mass., said William E. Moriarty Jr.,
vp and staff officer-marketing.

"We've had some deductible

changes in the wind area," said Mr.
Moriarty. Coastal property accounts
that had a straight-dollar deductible
have been shifted to a percentage
deductible, typically 2% to 3% of
premium, he said.

"We're paying closer attention to
all weather-related risks," noting
that Arkwright had a $63.5 million
net loss from Andrew.

Property rates are rising on an ac-
count-by-account basis, and those
with catastrophe exposures are ris-
ing by 10% to 20%, he said. In some
unusual cases, rates have risen
100%, he acknowledged.

Employers Mutual Insurance of
Wausau is beginning to obtain price
increases for larger property ae-
counts. The rnarket "seems to have

some sanity," said Bruce Smith, se-
nior vp of the Wausau, Wis.-based
insurer. Rate increases have been

nmning in the "double digits," he
said.

"I won't say that it has turned,
but it looks better than it has" for

several years, said Mr. Smith.
Hurricane Andrew allowed Conti-

nental Insurance Co. to register
modest price increases for property
coverage on a nationwide basis, but
the upticks are not as significant as
might have been expected last year,
said Fred Marziano, president of the
New York-based insurer.

Continental's average property in-
surance rates, including both new
and renewal business, have in-

creased about a percentage point a
month since the first of the year, he
said. By the end of June, the rates
had increased 5.5%. In comparison,
the incmase for all of 1992 was 1.1%,
he said.

Mr. Marziano noted that in ad-

dition to coastal areas, the Great
Lakes region seems to be under-
going some hardening in property
insurance rates. Rates are also hard-

ening in Kansas, Missouri and Ne-
braska, he said.

"Any property risk that requires
any significant capacity is having
difficulty in the marketplace," said
Terry Van Gilder, executive vp and
underwriting officer for Chubb &
Son Inc. in Warren, N.J.

Property insurance prices are up
 more than they were at the begin-

ning of the year-driven both by in-
dividual risk underwriting and the
cost of reinsurance, said Robert

Trainer, senior vp at The Hartford
Steam Boiler Inspection & Insur-
ance Co.

"We have a July 1 treaty renewal,
so we're now paying increased rein-
surance costs that others began to
pay earlier," he noted.

For large property risks renewing
in July through September, rates
"are up at least 10% to 20%," and
there might be an individual risk
whose rates will double, Mr. Trainer
said. That's because "everybody
now has a handle on the real live

hurricane claims"-and on last win-

ter's storm claims-"and we're com-

ing into the time of year when
everybody could get surprised
again," he explained.

"The industry also has its arms
around fire losses and machinery
operating losses. It understands it

D can't continue to collect this kind of
premium and pay out those kinds of
claims," Mr. Trainer added. "How

you rebalance the scales is another
question."

Mr. Trainer said the Hartford,
Conn.-based insurer looks at cus-

tomers' individual loss experiences,
not just the losses of the industry
they're in. "We keep trying to stress
that individual risks and individual

insureds are what drive the prices."
In the past year, for example,

chemical industry policyholders ex-
perienced the greatest property rate
increases, and currently some man-
ufacturing and mining risks are get-
ting hit with the biggest hikes, he
said. "We don't write some mining
risks we used to because the changes
we asked for were larger than the
customer was willing to pay. They
went to someone else.

"I wish them luck," he quipped.
Industrial Risk Insurers in Hart-

ford, Conn., a specialty player in
large property accounts, is "defini-
tely seeing a firming trend in the

Continued on next page
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marketplace tha: has been acce-
lerating throughout the year." said
Gail P. Norstrom Jr. senior vp.

Rates "started virtually flat early
in the year. Now, in our thlrd quar-
ter, the Trend is very much upward,
as it must be. All of us have just
been clobbered by large property
losses and catastrophe losses.
There's no substitute for price im-
provement. If we don': see it, we're
just not going to write' the business,
he said.

"Basically, wha: we're saying is
we can only do so much wi:h selec-

»e

tivizy and loss prevention. There
comes: certain point where there
iust needs to be more income for our
product. We're just pushing at it in
every possible way.

"Frankly, we're losing business at
a greater rate than a year ago. We're
prepared:o lose business" rather
than write at an inadequate price.
But rate increases obtained by IRI
are ' bind cf a mked bag," Mr. Nor-
strom said. "We're doing better in
the catastrophe-subjet areas, liar_
ticularly on the West Coast and the
Southeast wind areas. '

In the wind areas, "people now
understand the catastrophic loss po-
tential. There is less resistance" to

price increases, Mr. Norstrom said.
Property insurance rates are firm-

ing the most in classes of business
that have large expected-loss poten-
tial, such as chemical, paper and
certain heavy industries. Although
increases are "all Dver the lot,' risks

with "the very highest hazard," such
as the oil and chemical industries,
have seen 25% to 30% increases.

"For our whole book of business,

(rates are up) a shade under 10€0,"
Mr. Norstrom said.

Reinsurance costs have increased,

he noted. "And linrits have imploded
over the last couple of years. We-re
placing only abou: 60% of the limit
we placed two years ago," which af-

fects mIs costs and "how we select

risks.:'

All property coverages "will have
to go up, because of the underlying
cost of catastrophe reinsurance. In-
surers can't absorb those costs and

hope to remain solvent," said David
Rolwing. president and CEO of
Montgomery Mutual Insurance Co.,
a mid-Atlantic insurer based in

Sandy Spring, Md.
Mr. Rolwing expects an increase

of "ar_ywhere from 8% to 12% on
average on property lines."

"Apartment houses, mercantile
risks-anything with wind expo-
sures-is going to go up. That's
really where the primary insurer is

.

i

seeing an increase in their costs,
particularly in the catastrophic
side," he explained.

"We've changed our reinsurance
program around some, but however
we change it, it's still going to cost
dramatically more than it has in the
past," Mr. Rolwing said.

Rates will go up in non-coastal
areas, as well, he added. "Those

storms have shown they don't just
hit the coast-they move inland"
and spawn tornadoes and hail.

"If I have a building with a con-
crete roof that's sprinkled with all-
brick construction, (rates) might go
up 4% to 5%. But for a frame build-
ing with a composition roof that's 50
years old-that might go up 25% or
whatever they let me take it up to."

"Five to 10 percent of the uni-
verse of property/casualty insurance
is moving," said Dennis Busti, presi-
dent and CEO of Reliance National

Insurance Co.

For some "esoteric property lines,
including some ocean marine and
boiler and machinery coverages,"
increases can be 20% to 25%, he
said.

And for volatile wind areas, such
as Hawaii and Florida, Reliance is

seeing "some substantial rate in-
creases" of up to 50%, he said.

Property "rates are going up a lit-
tle bit" for large accounts, said Ri-
chard Wratten, president-commer-
cial services for Philadelphia-based
CIGNA Corp. "But on middle-size
stuff, it's a nickel here, a nickel

there," he said.
Some insurers don't see much

movement at all.

"There's no significant movement
up or down. Most of the numbers I
see show commercial lines modestly
up two to three percentage points in
total," said Bill Bray, senior vp of
product management and head un-
derwriter at American States In-

surance Group in Indianapolis.
"We are anxious to try to in-

Continued on net page

Service remains

important part of
insurer's 'ministry'

Fred Marziano, president of Con-
tinental Insurance Co. of New York,

is convinced by experience that ser-
vice is an increasingly important
factor in many clients' choice of in-

n,t-·tzm,®m,em Surer.
Il¥¥1 A few weeks

i 3.! 3 ,8 , ago, Mr. Mar-
61 e * ziano made a

presentation to
the United Meth-

MIDYEAR odist Church ata
RENEWALS meeting in Chi-

cago. Continen-
tal was competing with two other
national insurers for a combined

property/casualty package to cover
individual churches nationwide that

subscribe to United Methodist's in-

surance program.

"We pitched services," primarily
the ability to respond to claims han-
dling needs and safety engineering
needs, said Mr. Marziano. He also
stressed customer satisfaction sur-

veys showing that 94% of the in-
surer's policyholders would recom-
mend Continental to a friend or

neighbor.
"We also told the church we'd

probably be 10% to 15% higher than
expiring price," said Mr. Marziano,
adding that Continental was not the
incumbent carrier.

Continental got the account.
Although Mr. Marziano stopped

short of saying that price-shopping
has ended, he said his recent experi-
ence in Chicago is yet another sign
that insurer expertise and services,
rather than price alone, are becom-
ing increasingly important issues for
sophisticated buyers.

-By Mark A, Hofmann
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crease our premiums by an over-
all 5%, and that's pretty tough in
this competitive marketplace," he
said.

However, American States will

"probably move toward" increasing
commercial property insurance rates
by at least 5% to 9% in Florida.

"I don't think we've seen all or

the major portion of the effects of
the cost of reinsurance," Mr. Bray
added. The cost of catastrophe rein-
surance "has nearly doubled and net
retentions on the parts of carriers
have gone up significantly. But I
don't believe those numbers have

worked their way into property
rates as we speak. I think we'll see
some of that maybe next year," he
said.

Specific large property risks
"might see some impact" of the cost
of catastrophic reinsurance, "but we
mainly serve the uncomplicated
short-tail Main Street types of bu-
sinesses" in 40 states, Mr. Bray said.

The most competitive areas are
in the Midwest and Northwest,

which are "very profitable areas.
Everyone wants to write business
there," Mr. Bray said.

Also, "recently we've seen a num-
ber of carriers move to small and

medium-size risks. Many players
that have shunned that marketplace
before seem to have become recently
enamored of it. That's not to say
rates are falling there, but it's hard
to get an increase unless you write
at premiums inadequate for the ex-
posure," Mr. Bray said.

Except for the cost of property
catastrophe reinsurance, which is
"escalating," reinsurance rates are
flat. And "the direct market is

spotty," emphasized Reliance's Mr.
Busti.

On the casualty side, "we're still
seeing market share concerns," he
said. As a result, rates continue to
fall in some areas. "Excess casualty
continues to be a horror show," with
rates falling a little more, Mr. Busti
said.

Reliance is seeing "small increases
in ocean marine, aviation and cer-
tain professional liability" coverages
-up 10% to 15% for lawyers profes-
sional liability, for example, he said.

Wausau's Mr. Smith character-

ized the midmarket arena as "cha-

otic," with already depressed gen-
eral liability rates continuing to
drop. He, too, blamed the drop on
competition for market share.

The casualty market is the "sof-
test I have ever seen it, and I see

absolutely no signs that it's going to
change," Mr. Smith said. He sees an
abundance of capacity for such
business.

"I don't see much sign that there's
much hardening" in the casualty
market, said Chubb's Mr. Van
Gilder.

"Casualty stuff isn't moving at all
upwards, but it's not gomg down,"
said CIGNA's Mr. Wratten.

General liability rates have in-
creased by between 3% and 3.5%
over the past year, said Continen-
tal's Mr. Marziano. Low growth
rates reflect a shift of capacity from
coastal property business to casualty
business and inland property expo-
sures, he said.

And casualty lines are "not im-
pacted as heavily" by reinsurance
costs, but "they will (eventually)
have to be impacted," Montgomery
Mutual's Mr. Rolwing predicted.

Chubb's Mr. Van Gilder called

directors and officers liability insur-
ance "kind of an interesting class
these days." While "a lot of new
carriers" have entered the business

recently, most of them have "relati-
vely limited aspirations, it would
appear," he said.

For general commercial D&0 ac-
counts, "We're a little light on pric-
ing, but not hugely. On an account-
by-account basis, we're seeking to

increase certain rates," he said.
But for some financial institu-

tions, Chubb is looking for signifi-
cant increases, said Mr. Van
Gilder, adding that some financial
D&0 risks are currently priced
25% to 40% below where they
should be.

On the market in general, the
view of Hartford Steam Boiler's

Mr. Trainer is that "the market is

continuing its firming. Last fall
was the bottom, last spring was the
beginning of the turn, and we're
pushing it a little further now."

The market has changed "signi-
ficantly" from a year ago, and there
has been "some change" from six
months ago, Montgomery Mutual's
Mr. Rolwing said. "The lack of ca-
pacity in the catastrophe market
drives up the cost" of reinsurance.
"Our reinsurance costs have in-

creased someplace in the neighbor-
hood of 8% to 12%. Some insurers'

Continued on nert page
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MARKET
STIMULUS: Insurers have shown
great aversion to volatile, high-risk
liability exposure.

HOME
RESPONSE: "Home .
specializes in unique, 
difficult and hard to 
place risks, particularly
in the volatile area of

products liability. ...Iliji...

-

"We'll take on tough risks such as
those who manufacture, sell or
distribute chemicals, fork lift trucks,
auto parts, or pharmaceuticals,
as well as a broad spectrum of
specially contractors whose expo-
sure to loss are severity oriented."
ROBERT SPIRO. Vice President

,ASA.(404) 984-6606
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HOME INSURANCE -=L==7
SPECIALTY LINES DIVISION
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Let Freedom King
USA Healthnet, Inc.,the nation's largest
PPO network offers you:

Freedom From Spiraling Healthcare
Costs. USA offers guaranteed savings.- :
Unlike most managed care organizationd
that charge a capitated fee, USA utilizes
a percentage of savings fee schedule.
There are no costs for having access to

our network, you pay only if you
actually use it. More importantly, if using
our network doesn't save you money,
you don't pay us/

Freedom From Managed Care Organ-
izations That Make Promises They

Can't Deliver. While many PPOs and
HMOs claim to be national in

scope, USA has created the only
single-source network that

truly offers coast-to-coast access.
This means that no matter Where you are,
USA can be your hometown network.

LET FREEDOM RING. Call 1-800-USA-3860 and let us show you a PPO
network that delivers what it promises: Ease Of access and guaranteed savings.

i@ ffea Network
The Notionol Nalwork - ,

7301 Nofth 16th Street, Suite 201
Phoenix, Arizona 85020

1-800-USA-3860

Baltimore • Dallas • Denver • Houston • Phoenix - Corporate Headquarters
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reinsurance costs have increased up
to 16%," he said.

On the other hand, Arkwright's
Mr. Moriarty said that with interest
rates down, one would think the
market would turn quickly, but it
hasn't.

He contends that new capital in-
vested in the property reinsurance
market is "serving to sustain a
slower change in the market."

"The market is for the most part
relatively the same market as it has
been, with perhaps sorne nnodera-
tion-except for coastal exposure
where the market in those states,
particularly for property, is chang-
ing. But it hasn't all been sorted out
yet," American States' Mr. Bray
said.

0

"However, I suspect that the mar-
ket will change in the next several
months," he said.

"In total, there's no major shift
in the market. It's the same as six
months to a year ago, except for
a couple of areas of sharp in-
creases," Reliance's Mr. Busti said.

"There's too much competition,
too much capacity. Generally, the
broad market can be characterized
as continuing to be flat-which is
unbelievable considering the puny
(returns on equity)," he said.

CIGNA's Mr. Wratten blames
"cash drain" and the refusal of some
insurers to recognize their exposures
for the continued competition. Some
insurers' Andrew losses have
drained their working capital, so
they're seeking to replenish it by ag-
gressively seeking new business, he
explained.

-

PROTECTION
ENGINEERING

Cost-Effective Solutions

for Costly Problems
INhen it comes to questions about property loss
control, do you ever wonder if what is being
recommended is truly in your best interest?
Crawford/FPE Group has a free booklet for you
that may answer your questions regarding fire
protection, building codes, construction, premium
reductions, life safety, and other property risk
management challenges.

Call Garry Hundley at

5 (800) 723.3890

Crawford

f f,-

1968*

RISK CONTROL SERVICES
The FPE Group

-- f

USA HOCKEY TEAM
WINS OLYMPICS

e Admiral is there when the
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Insurers also say they are focusing
on increasing customer service.

Clients have said "the reason they
do business with us" is the loss-pre-
vention engineering, said Mr.
Moriarty.

"When you deal in the size busi-
ness we deal in, service is absolutely
critical," said Wausau's Mr. Smith.
He said that "claims service is the
No. 1 service," desired by clients,
followed by loss control.

Mr. Wratten agreed customers are
focusing more on managing loss

costs than simply on pricing.
That has spurred insurers to con-

sider providing more services. "We
have contemplated increasing our
services," said Montgomery Mu-
tual's Mr. Rolwing. "We continue to
look at the possibility of loss control
activity, but we're also looking at
the possibility of doing some claims
service," such as third-party admin-
istrative work for self-insured cli-
ents, he added.

"The possibility of making a
profit at that is greater than put-

ting your capital at risk in the prop-
erty/casualty business-or can be."

Allendale's Mr. Mcintyre said the
insurer "inundated the South Flor-
ida area to see what damages were
to industrial buildings and see
where we could bring our engi-
neering to bear" in response to Hur-
ricane Andrew.

"We feel we have found areas in
which we could really make a dent"
in regard to hurricane damage, par-
ticularly in improving roofing, he
said. irm

Crager leaves PNC Bank Corp.
Suzanne H. Crager, assistant

vp-risk management and insurance
at PNC Bank Corp. in Pittsburgh,
has left the company to pursue
other interests. Bill McAllister,
who also has the title of assistant
vp-risk management and insur-
ance, is handling her duties until a
successor is named. Ms. Crager is
the immediate past president of the
Risk & Insurance Management So-
ciety Inc.

***

Mark F. Wilson, 37, has been
named assistant treasurer and
manager of risk management at
Lyondell Petrochemical Co. in
Houston. In this newly created po-
sition, he is responsible for all risk
management functions, including
the property/casualty and insured
employee benefit programs. Mr.
Wilson reports to Russell S. Young,
senior vp/chief financial officer.
Prior to joining Lyondell, Mr. Wil-
son was corporate risk manager at
First Mississippi Corp., a chemical
company in Jackson. During his
tenure there, he spearheaded the
1986 founding and served as the
first financial chairman of Primex

Ltd., a Barbados-domiciled group
captive for chemical companies
(see story, page 36). From 1980 to
1984, he held risk management po-
sitions at Houston Lighting &
Power. In 1987, Mr. Wilson became
the youngest person ever named to
Business Insurance's Risk Manage-
ment Honor roll, representing cor-
porations with less than $300 mil-
lion in annual revenues (BI, March
30, 1987). Mr. Wilson holds a bach-
elor's degree in management and a
master of business administration
in finance, both from Mississippi
State University in Starkville. He
participates on the Risk Manage-
ment and Insurance Committee of
the American Petroleum Institute.

His professional affiliations also
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unpredictable happens. ADMIRAL COMPANY
INSURANCE

No one's more innovative A.M. Best Rating A+ (Superior) A Member Company ot the W.R. Berkley Corporation

1255 Caldwell Road • Cherry Hill, NJ 08034 • Tel: (609) 429-9200 • Fax: (609) 428-3390

Comings & Goings: Buyers
have included the Special Commit-
tee on Insurance for the Chemical
Manufacturers Assn.

***

George E. Davis, 50, has been
named senior vp/director of human
resources for Lincoln National
Corp. in Fort Wayne, Ind. In this
newly created position, Mr. Davis
is responsible for the development
of human resource strategies, in-
cluding benefit planning, executive
compensation and management de-
velopment, for the corporation and
its affiliates. He reports to Execu-
tive Vp Kenneth Dunsire. Prior to
joining Lincoln National, Mr.
Davis spent 28 years with Eastman
Kodak Co. in Rochester, N.Y., most
recently as director of executive
resources and corporate human re-
source strategy. Mr. Davis received
a bachelor's degree in economics
from Boston College and partici-
pated in the advanced management
program at Harvard Business
School in Cambridge, Mass.

***

Tanya Karn has been promoted
to director-entertainment risk
management for The Walt Disney
Co. in Burbank, Calif. She will
continue to oversee all of Disney's
production-related risk manage-
ment activities, including motion-
picture, television and theatrical
operations. Ms. Karn reports to
Stephen M. Wilder, assistant trea-
surer-risk management. Prior to
joining Disney in 1989 as risk man-
ager of entertainment insurance,
Ms. Karn was risk manager for Co-
lumbia Pictures. Her professional
career includes positions at enter-

tainment conglomerate MCA Inc.
and American National General
Agencies. Ms. Kam earned a bach-
elor's degree in theater arts from
the University of Idaho in Moscow.
She is a deputy member of the Risk
& Insurance Management Society
Inc. and a member of Women in
Film. She holds the Associate in
Risk Management and Associate in
Loss Control Management designa-
tions.

***

Diane Gawle, 33, has been pro-
moted to benefits manager at Ace
Hardware Corp. in Oak Brook, Ill.
Ms. Gawle, who previously was
benefits supervisor, remains re-
sponsible for the management and
administration of Ace's employee
benefit program, including human
resources information systems,
monthly benefit communications
and the wellness program. Ms.
Gawle reports to Kevin Cogan, em-
ployee relations manager. She
joined Ace in 1981 as a data coor-
dinator and held the position of
personnel assistant before being
promoted to benefits supervisor in
1986. Ms. Gawle earned a bachelor
of science degree in business man-
agement from the University of Il-
linois at Chicago.

***

We'd like to report on sta# changes
in your company's risk manage-
ment, safety and employee benefit
departments. Just drop a note to
Roseanne White, Copy Editor,
Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611-2590, or catt
312-649-7785. Please send a photo-
graph.

Ruling favors pensioners
PHILADELPHIA-A federal ap-

peals court decision will make it
harder for companies selling subsi-
diaries or divisions with under-
funded pension plans to escape pay-
ing the units' pension obligations if
the plans are later terminated.

Under the Employee Retirement
Income Security Act, a seller is li-
able for a unit's pension liabilities if
the underfunded plans are termin-
ated within five years of the trans-
action.

But the 3rd U.S. Circuit Court

of Appeals says the five-year time
period does not apply if a seller
continues to make "substantial"
contributions to the pension plans
after the transaction.

The ruling involves the 1985 sale
by Cleveland-based White Consoli-
dated Industries Inc. of a group of
unprofitable business and several
underfunded pension plans to Blaw
Knox Corp., a newly formed com-
pany.

As part of the agreement, White
Consolidated agreed to contribute
$4 million annually for five years to
the plans, while Blaw Knox agreed
to contribute $1.2 million annually.

In February 1992, the Pension
Benefit Guaranty Corp. terminated

a Blaw Knox plan after the plan,
which has $82 million in unfunded
liabilities, went broke. The PBGC
then sought recovery from White
Consolidated.

White said it was not liable, citing
the five-year ERISA window on
seller liability.

But the appeals court said the
clock on White Consolidated's li-
ability to the pension plans was still
mnning because it was continuing
to make most of the contributions to
the plans.

"A transaction does not become

effective for purposes of Section
1369 (setting the five-year limit on
seller liability) until the company
that transferred a pension plan no
longer makes substantial pension
contributions," the courtruled.

"Only then is the financial
strength of the new employer tested.
If the new employer, primarily on its
own, is able to sustain the pension
plan obligations for five years, then
Section 1369 immunizes the previ-
ous employer from ERISA liability,"
the court said.

The court's decision reinstates the
PBGC's suit against White Consoli-
dated.

-By Jem/ Geisel
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Japan quake crushes insurance capacity
By JAMES M. BURCKE

TOKYO-The powerful earth-
quake and subsequent tidal waves
that battered two Japanese islands
last week caused only moderate in-
sured losses, but the aftershocks will
be felt in the insurance market for
some time.

Brokers and others in Japan ex-
pect Japanese non-life insurers to
face less than $10 million in insured
losses due to the quake and the tsu-
nami waves the temblor created.

And losses are not expected to ex-
ceed insurers' retentions.

The quake, which registered 7.8
on the Richter scale, devastated
Okushiri Island, located about 35
miles west of the large northern
Japanese island of Hokkaido. A 30-
foot tidal wave created by the quake
then swept over the Okushiri, caus-

Insurers sued
to cover losses

of affiliated

credit insurer

By MARIA KIELMAS

STOCKHOLM, Sweden-Seven
banks and the receiver for banlcrupt
Swedish insurer International

Credit Insurance are suing Skandia
Insurance Co., Trygg-Hansa SPP
Holding A.B. and Svenska Kredit-
forsakring A.B. to help cover losses
incurred by the failed credit insurer.

The banks and the receiver con-

tend that the losses should be paid
by the three insurers because their
large shareholdings in ICI make it a
de facto subsidiary and the insurers
agreed to meet ICI losses in a letter
they signed in November 1991.

Skan(lia and Trygg-Hansa hold
direct and indirect stakes in ICI:

They together own 47% of Svenska
Kreclit, which in turn holds 48.6% of
ICI. And Skandia and Trygg-Hansa
together hold a direct 25.7% stake in
ICI.

ICI's banlcruptcy, as well Svenska
Kredit's own financial troubles,

were precipitated by massive losses
on mortgages and various loans se-
cured on real estate in Sweden,

Western Europe and the United
States. The loans were issued by the
seven banks and backed by the
credit insurers.

The collapse of real estate prices
in the late 1980s triggered a spi-
ral of loan defaults and insurance

claims, which could be a "black
hole," said Acko Schager, head of
Stockholm-based law firm

Schagers, which is acting as the of-
ficial receiver for ICI.

The intertwining of the loans and
the credit insurance is so compli-
cated that no one knows what the

real figure for the losses for either
the banks or the insurers will be,
said Mr. Schager.

So far, Mr. Schager has received
47 individual proofs of claims on
ICI's assets. The claims total 3.3

billion Swedish kronor ($416.5 mil-
lion), which, when subtracted from
ICI's assets, leave a net loss of 1.5
billion Swedish kronor ($189.3 mil-
lion).

ICI's assets are mainly mortgages,
personal guarantees and securities,
as well as real estate holdings in

Continued on page 65

ing still more damage.
Homes on the southwest coast of

Hokkaido also suffered heavy dam-
age.

Japanese government agencies
late last week said the quake and
tsunamis killed 126 people and an-
other 85 were missing.

Total insured losses paid by Japa-
nese non-life insurers likely will not
exceed 900 million yen ($8.3 mil-
lion), estimates Sedgwick Risk Man-
agement (Japan).

That's a tiny amount compared
with the $4.4 billion paid by Jap-
anese insurers after Typhoon
Mireille in September 1991 (BI, Nov.
18, 1991), but the quake is not leav-
ing the Japanese insurance market
unscathed.

"The big story is what the quake
has done to earthquake insurance

Continued on nert page
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three syndicates' 1986 to 1990 ac-
counts and open the pre-1986 ac-
counts.

Merrett is one of the largest un-
derwriting groups at Lloyd's. Mer-
rett's 38-page business plan pro-
poses a new syndicate structure for
the group in which the two main
"composite" syndicates would be
underwritten by Barnabas Hurst-
Bannister and Mr. Burnhope.

Mr. Hurst-Bannister, who will re-

AP/Wide World Pholo

Soldiers walk through ruins on the Japanese island of Okushiri.
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More signs of Lloyd's tough times
Top underwriter to defect from Merrett

By STACY SHAPIRO

LONDON-The resignation last
week of Stephen Burnhope, a sue-
cessful I.loyd's of London non-ma-
rine underwriter, is not expected to
affect the business plan that Merrett
Holdings P.L.C. published earlier
this month.

Mr. Burnhope, who is expected to
join underwriting agency Spreckley
Villers Hunt & Co. Ltd., told Merrett
executives last week that he wished
to leave the group.

Mr. Burnhope would not com-
ment on his departure from Merrett
or where he was going, but Merrett's
Chief Executive Dennis Purkiss

confirmed that Mr. Burnhope had
resigned and will continue working
for a few months under his contract.

"We are working on his replace-
ment," said Mr. Purkiss. "We have a
few serious candidates in mind."

Mr. Purkiss said that Mr. Burn-
hope's syndicate 1067 would con-
tinue to be one of the group's two
main syndicates in 1994, as stated in
the business plan.

"It's a question of replacing Ste-
phen, rather than changing the
plan," Mr. Purkiss said.

Mr. Burnhope is considered to be
one of Lloyd's leading underwriters
in general liability business, particu-
larly for financial institutions.

Syndicate 1067 is one of ttree
successor syndicates that once com-
prised the now closed syndicate 799,
formerly underwritten by Robin
Jackson.

Mr. Burnhope's syndicate earned
the biggest profit among the 16 syn-
dieates in the Merrett gmup in 1990,
a year in which many of the syndi-
cates suffered losses. Syndicate 1067
earned a 1990 profit of 13.3 million
pounds ($25.7 at the appropriate ex-
change rate) on an allocated capac-
ity of 85 million pounds ($136.9 mil-
lion at the appropriate exchange
rate). It had 4,778 members for the
1990 underwriting year.

Its "sister," syndicate 1066, earned
a 1990 profit of 4.3 million pounds
($8.3 million) and syndicate 1068
produced a loss of 3.7 million
pounds ($7.1 million).

But all three syndicates left their
1990 accounts open in light of
Lloyd's decision to segregate pre-
1986 syndicate losses into a new re-
insurance company known as
NewCo (BI, May 10). Merrett is
waiting for the Lloyd's Council to
respond to its request to close the
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place Merrett Holdings Chairman
Stephen Merrett as underwriter for
syndicate 418 next year, will have
a syndicate with a projected capac-
ity of 150 million pounds ($224.6
million at current exchange rate).

Mr. Burnhope's replacement will
have a syndicate with a projected
capacity of 100 million pounds
($149.7 million), according to the
business plan.

Four "specialty" syndicates will
have capacities next year far smaller
than the composite syndicates: A

reinsurance syndicate, underwritten
by syndicate 1066 underwriter Ken
Barrett, will have a projected capac-
ity of 65 million pounds ($97.3 mil-
lion); a motor syndicate, under-
written by M.D. Gibbins, will have
45 million pounds capacity ($67.4
million); a U.K. motor excess of loss
syndicate, underwritten by R.W.S.
Lark, will have a capacity of 45
million pounds; and a life syndi-
cate, underwritten by S. Benham,
will have a capacity of 10 million

Continued on next page

Lloyd's marine XL syndicates
took the biggest lumps in 1990

By ADRIAN LADBURY

LONDON-Lloyd's members on
marine excess-of-loss syndicates
fared worse in 1990 than those on

most other syndicates, according to
Limelight, the second annual list of
individual syndicate results.

Leading the 20 worst performing
syndicates, according to their return
on members' investment, was stop-
loss syndicate 387, currently man-
aged by G.W. Run-Off Ltd. The
syndicate lost 87,314 pounds
($132,237 at the appropriate ex-
change rate) for every 10,000 pounds
($16,140) of allocated capacity. The
syndicate's total 1990 loss was 50.7
million pounds ($76.8 million) on an
allocated capacity of 7.3 million
pounds ($11.8 million).

The second-worst performer was
marine excess-of-loss syndicate 745,
managed by K.P.H. Underwriting
Agencies Ltd. The syndicate lost
29,437 pounds ($44,582) for every
10,000 pounds in allocated capacity.
The syndicate's total 1990 capacity
was 43.3 million pounds ($69.9 mil-
lion).

However, syndicate 387's 1990
loss of 50.7 million pounds ($76.8
million) was divided among 384
members, while 745's 126.5 million
pounds ($191.6 million) loss was
carved up among 1,743 members.

All of the Top 20 money-losing
syndicates are currently in runoff,
and virtually all wrote primarily
marine excess-of-loss and/or retro-

cessional business.

Topping off the list of the 20 lar-
gest profit makers is a property ex-
cess-of-loss specialist. Syndicate
952, managed by A.J. Archer & Co.
Ltd., made a profit of 5,854 pounds

($8,866) for each 10,000 pounds in
allocated capacity. The syndicate's
total profit for the 1990 under-
writing year was 281,000 pounds
($425,575) on an allocated capacity
of 480,000 pounds ($774,720). The
syndicate had 45 members in 1990.

The second-best results were re-

ported by aviation syndicate 318,
managed by Bankside Syndicates
Ltd., which made a profit of 3,170
pounds ($4,801) for every 10,000
pounds of allocated capacity. Its
total profit for 1990 was 2.6 million
pounds ($3.9 million). The syndicate

Continued on nert page

Lloyd's syndicate returns
The best and worst performing syndicates in 1990 based on average

returns for £10,000 ($15,145) in allocated capacity.

HIGHEST REPORTED RESULTS

Syndicate Managing agent Results

952 A. J. Archer & Co. Ltd. $8,866

318 Bankilde Syndicates Ltd. ; . - - 4,801
957 Wendover Underwriting Agency Ltd. 4,775 .

* 429 Sturge Motor & Personal Risks Ltd. · ' 2 '-ff'- 4,494 02
672 Wellington Underwriting Agencies Ltd. 4,257 f

..
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LOWEST REPORTED RESULTS , 155.-:,59

Syndicate Managing agent « . c '83» f Results'
G.W. Run-Off Ltd.

K.P.H. Underwriting Agencies Ltd.

Additional Underwriting Agencies (No. 7) Ltd.
Devonshire Underwriting Agencies Ltd.

Additional Underwriting Agencies (No. 7) Ltd.
Converted from pounds at the appropriate exchange rate

Source: Limelight, Lloyds syndicate results

$(132,237)
44,582

(26,988)
* (26,876)

(26,523)
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Earthquake
Continued from previous page
capacity. Any capacity for earth-
quake in Japan has dried up over-
night," said Richard Ambrose, coun-
try manager for Johnson & Higgins
in Japan. Both Japanese insurers
and international insurers writing
there pulled their capacity the
morning after the quake, he said.

"I don't know if this will be a

long-term problem or is just a knee-
jerk reaction," Mr. Ambrose said.

However, others note that even
before the quake there had not been
much capacity for some time.

"This has not stemmed just from
the earthquake," said Henry White-
Smith, the London-based chairman
of Willis Corroon International, who
was in Tokyo last week. "Companies
really clamped down on capacity"
for earthquake risks after Typhoon
Mireille.

Insurers agree. American Interna-
tional Underwriters is writing no

new earthquake business, said Tap-
sunori Nagasawa, an agent for the
unit of American International

Group Inc. in Tokyo.
Insurers in Japan generally will

no longer write new earthquake
risks, though some Japanese insur-
ers will insure new risks owned by
related companies or key clients,
said Taro Kiriyama, underwriting
manager for Chubb Corp. in Tokyo.

Insured losses from last week's

quake will be relatively small be-
cause only 4% of the homeowners in
the region purchased earthquake
coverage, estimated the Marine &
Fire Insurance Assn. of Japan.

In addition, there are few com-
mercial risks on Okushiri and in
the section of Hokkaido that was
rocked by the quake, said J&H's
Mr. Ambrose.

And many of the fishing boats
and other commercial property in
the area that are covered for earth-

quake risk are insured by fishing
and agricultural cooperatives, rather

Merrett business plan
Continued from previous page
pounds ($14.9 million).

The plan also calls for three Mer-
rett syndicates to discontinue under-
writing next year: syndicate 264,
underwritten by Clive Watson; syn-
dicate 1030, underwritten by John
Fenn; and syndicate 1068, under-
written by Richard Lawrence. But
the plan includes unspecified roles
for the underwriters "who are af-

fected by the restructuring," it says.
The group's syndicates also will

have exclusive access to a new rein-

surance company called Un-
derwriters Capital (Merrett) Ltd.,
which has been established specifi-
cally to write an additional 25% of
gross premium via quota share rein-
surance (BI, Jan. 18).

U.C.M., which is sponsored by in-
ternational investment bankers J.P.

Morgan and Marsh & MeLennan
Risk Capital Corp., is capitalized at

$70 million. Both sponsors have in-
vested $7 million in the venture.
This year, U.C.M. provided 20%
whole account quota share reinsur-
ance to seven of the group's nine
syndicates, 10% for syndicate 179
and 25% for syndicate 1184.

Merrett's business plan and syn-
dicate restructuring is designed to
boost the confidence of the group's
existing members after a year of
controversy, uncertainty and loss.

"We are not proud of the pre-
dicament in which Lloyd's currently
finds itself," the plan states in bold
letters. "We have experienced more
than our fair share of the difficulties
currently facing Lloyd's, and we
deeply regret our own failure to
generate adequate profits of late."

Among the difficulties facing
Merrett Holdings, its flagship ma-
rine syndicate 418 lost 66.9 million
pounds ($129.1 million at the appro-

UNITED STATES BANKRUPTCY COURT
Southern District of New York

93-8-42685 (CB)
IN THE MATTER OF

ENGLISH & AMERICAN COMPANY LIMITED

NOTICE IS HEREBY GIVEN that Anthony James McMahon
and Roger Smith, as Joint Provisional Liquidators of English
& American Insurance Company Limited, have obtained a
Preliminary Injunction from the United States Bankruptcy
Court for the Southern District of New York, directing that all
persons are enjoined from: (1) commencing or continuing
any judicial, administrative or regulatory action or proceed-
ing against the Company or any of its property in the United
States; and (2) enforcing or commencing any judicial, ad-
ministrative or regulatory judgment, assessment or order to
create, perfect or enforce any lien or other claim against the
Company or any of its property in the United States; and are
further required to turn over and account to the Joint Provi-
sional Liquidators for all funds resulting from the drawdown
of letters of credit in excess of what is expressly authorized
by the terms of the contracts and any related trust or other
agreements. All issues with respect to turnover and ac-
counting shall be subject to further order of this Court, upon
filing a motion by either party. Copies of the Preliminary
Injunction have been provided to all known parties in the
United States. Any party who has not received one should
contact counsel for the Joint Provisional Liquidators at the
following address:

Pamela Webster, Esq.
Buchalter, Nemer, Fields & Younger
601 S. Figueroa Street, Suite 2500

Los Angeles, CA 90017

INTERNATIONAL

than commercial insurers, although
the co-ops purchase a limited
amount of reinsurance.

While most policies do not in-
clude earthquake coverage, Japa-
nese insurers will have to pay some
claims: Standard property insurance
policies will cover the loss of a
building due to fire following a
quake. However, the policies only
will pay 5% of the loss up to a max-
imum of 3 million yen ($27,777) per
building.

Japanese officials estimate 400
buildings caught fire following the
quake, but some of these were not
total losses and, thus, are ineligible
for coverage. Overall, about 650
homes and buildings were des-
troyed, and 1,331 were severely da-
maged.

Insurance industry officials
pointed out that Okushiri and Hok-
kaido are located in earthquake
zone No. 1, the least risky of Japan's
dozen earthquake zones. Fewer than
normal home and business owners

priate exchange rate) and has been
kept open for 1990. Syndicate 418,
with 6,429 members in 1990, had an
allocated capacity of 213.5 million
pounds ($344.6 million) (BI, May
10).Syndicate 418 also has its 1985
year open with a total loss of 136.1
million pounds ($197.3 million) re-
sulting from 11 run-off reinsurance
contracts. More than 2,000 of the
members of syndicate 418 in 1985
are suing Merrett and members
agencies claiming that the syndicate
should have remained open in 1982
rather than in 1985.

Mr. Merrett is currently under
siege, chiefly from members. In ad-
dition to stepping down as un-
derwriter for syndicate 418, dis-
gruntled members have called for
his resignation as Lloyd's deputy
chairman, though Chairman David
Rowland restated his support for the
Lloyd's Council at the recent annual
general meeting (BI, July 12).

Meanwhile, the Merrett group is
embroiled in other litigation with
members belonging to other loss-
riddled syndicates with under-
writing accounts left open. The
members belong to the 1983 year of
syndicate 421 with total losses at the
end of 1992 of 24.6 million pounds
($36.8 million at current exchange
rate); the 1982 year of syndicate 90
with total loses of 80.7 million

pounds ($120.8 million at current
exchange rate) and the 1985 year of
syndicate 334 with losses of 39 mil-
lion pounds ($58.4 million at current
exchange rate). Syndicate 90 and
334 were formerly managed by Pul-
brook UndenMriting Agencies Ltd.

The Merrett group also has been

in the region likely bought earth-
quake coverage because they
thought there was little chance that
a devastating quake like last week's
would hit the region.

Tokio Marine & Fire Insurance

Co. Ltd. does not expect losses from
the quake to exceed 810 million yen
($7.5 million), said Itsuro Igaraski,
deputy underwriting manager.

Mr. Igaraski said Tokio Marine
may re-examine conditions in ren-
ewing earthquake policies, includ-
ing lowering limits, depending on
"the cover they are seeking. . .and
how important the client is for our
company."

The London market expects mini-
mal losses from the catastrophe.

Howard Cheatham, broker with
Leslie & Godwin Insurance Brokers
Ltd. in London, said that he ex-
pected only "minimal exposure" in
the London market.

Okushiri's Yoyoso Hotel "and
some other properties were da-
maged, but I believe it's covered

criticized for poor forecasting of
syndicate results, which the business
plan acknowledges.

"Whilst there are many reasons
for this, we are not in any way com-
placent, and we are naturally ex-
tremely uncomfortable with our
abysmal performance in this re-
gard," the group said in the plan.

"We are truly sorry for the ad-
ditional stress this causes members

agents and names. However, there is
a very firm resolve to greatly im-
prove this aspect of our business."

Merrett's plan also acknowledges
the respect over the years that its
clients have had for the un-

derwriters in the group.
"The challenge for the Merrett

group in 1994 is to demonstrate that
the customer relationships that have
been developed are consolidated to
assist in providing the necessary
core on which niche operations will
flourish to benefit names on the

Lloyd's syndicates
Continued from previous page
had 460 members in 1990 and an

allocated capacity of 8.3 million
pounds ($13.4 million).

Aviation excess-of-loss syndicate
957, managed by Wendover Under-
writing Agencies Ltd., produced a
profit of 3,153 pounds ($4,775) per
10,000 pounds of capacity. The total
profit for its 1,329 members was 7.7
million pounds ($11.7 million) on an
allocated capacity of 24.4 million
pounds ($39.4 million).

Overall, the worst-hit Lloyd's
members in 1990 lost nine times

their original investment, Limelight

by the domestic (program). On the
marine side, there are losses but it
seems to be only fishing vessels and
other smaller craft. At this stage,
there doesn't seem to be any major
tonnage affected," he said.

About 375 fishing boats were des-
troyed, according to reports from
the Hokkaido Government Office.

Overall losses from the quake are
not expected to exceed the Japanese
industry's retention.

Japan's approximately 20 non-life
insurers this year retain a total of 37
billion yen ($342.6 million) for prop-
erty catastrophe risks and reinsure
about 74 billion yen ($685.2 million),
according to a Lloyd's of London
underwriter. The reinsurance was

renewed April 1 and Japanese ced-
ing companies paid between 200%
and 300% more than the expiring
premiums, he said.

Stacy Shapiro, Adrian Ladbury and
Kate McItwaine contributed to this

report.

syndicates."
And the document spelled out

how Merrett plans to be profitable
in the future. Beyond the syndicate
restructuring, the plan calls for:

• The establishment of a central

Merrett claims unit for all syndi-
cates.

• Setting up Creechurch Syndi-
cate Run-Off Services as a run-off

management company for syndi-
cates other than Merrett syndicates.

• The appointment of Group Fi-
nance Director Ian Menzies, former
finance director and general man-
ager of General Accident P.L.C.

• The launch of Creechurch

Technology Services Ltd. to offer
electronic systems consulting to
other syndicates.

Merrett's plan outlines "the steps
we will be taking to play our part in
the future success of what is still the

leading insurance institution in the
world," the document states.

reports.
The profits and losses, however,

were not evenly distributed between
the working and non-working mem-
ber: 21% of the members on the top
20 syndicates in 1990 were working
names; while only 9.4% of the mem-
bers of the 20 syndicates with the
worst results, were working names.

On the No. 1 profit maker, syn-
dicate 952, 50% of the members
were working names. On the poorest
performer, syndicate 387, only 4% of
the members were working.

An average of 18% of members
were working names in 1990. m

Simply stated, in the claims business, you're only as
good as your last settlement. Thats why we're dedicated
tobuildingon our 25year tradition of trust.

When called upon, we do more than just settle the
claim...we cover all the bases to determine a cost

effective, equitable settlement.
There's no magic to propertydaims adjusting...

that'swhy youneed the time tested experience,
technical expertise and dedicated work ethic of R.S.
Rozak & Company.

acp &=idia
Genemt Properly Adjutters Since 1969

380

Chicago
C I lome Offix ):
6()1 S. LBidleSt.

Chica I L 6(16(15
312/922-1842

Rockford/Peoria:

815/376-2109

Milwaukee:

414/774-8833



INTERNATIONAL

ICI litigation
Continued from page 63
Sweden, the Netherlands, Britain,
Italy and the United States. The
company has two foreign subsi-
diaries: International Credit North
America Reinsurance Co. and

Milan-based Crefi, a finance com-
pany that issues insurance on behaf
of ICI.

On June 11, five Swedish banks-
Gota Bank, J.P. Bank, Sparbanken
Sverige, Svenska Handelsbanken
and Ostgota Enskilda Bank-to-
gether with two foreign banks, Se-
curum Luxembourg S.A. and Se-
curum U.K. Ltd., sued Skandia,
Trygg-Hansa and Svenska Kredit.

Bo Nilsson, an attorney with
Stockholm law firm Rydin & Car-
stens, which represents the banks,
said the lawsuit is based on a "letter

of comfort," similar to an agreement
in principle, signed by the three in-
surers in November 1991 when ICI's

losses were emerging. "For the
banks, the letter of comfort consti-
tutes binding obligations." He
would not comment further.

News of the lawsuit was pub-
lished in the Swedish press on July 7
and prompted statements from both
Skandia and Trygg-Hansa the fol-
lowing day, though both insurers
said they had not yet been served
with the suit.

"The basis of the legal action is
a letter of comfort issued in gen-
eral terms in which no guarantees of
any kind have been given," Tlygg-
Hansa said.

"We contest all claims in respect
of the letter of comfort as there are

no grounds for such claims," Skan-
dia said.

ICI's receiver, Mr. Schager, said
he also is considering filing an ac-
tion against Skandia, Trygg-Hansa
and Svenska Kredit based on claims
possible under his interpretation of
the same letter of comfort. Mr.

Schager said the three insurers
stated in this letter that if ICI would
need additional funds to meet losses
exceeding 200 million kronor ($25.2
million), the limit of ICI's stop-loss
insurance, they would pay them.

"The question is whether this let-
ter is morally binding or legally
binding," the receiver said. "I think
it is legally binding."

Mr. Schager has already filed a
separate action against Skandia and
Trygg-Hansa regarding ICI's stop-
loss coverage. He said the stop-loss
coverage was underwritten by
Svenska Kredit, which then rein-
sured 140 million Swedish la'onor
($17.7 million) of it with Skandia
and Trygg-Hansa. Mr. Schager said
that he has filed a claim for the 140
million kronor because he believes

this money should go directly to
ICI's estate and not the receiver of
Svenska Kredit.

Mr. Schager said he expects to
spend the rest of the summer try-
ing to negotiate with Skandia,
Trygg-Hansa and Svenska Kredit
over claims exceeding the the 200
million Swedish kronor limits of

ICI's stop loss coverage, but he is
doubtful that he will be successful.

"If we do not succeed, then we will
start a legal action."

But given the complications of a
case in which no one knows the

number of claimants or has any no-
tion as to the eventual losses, "this
can go on for years," Mr. Schager
said. Ell

GLOBAL BRIEFS

Munich Re shifting business
MUNICH-Munich Reinsur-

ance Co. is shifting some of its
international treaty reinsurance
underwriting from London into
local markets.

Non-U.K. treaty business as of
July 1 is being underwritten by
Munich Re's local subsidiaries
and branches in the countries of

origin or at the head office in
Munich.

The U.K. general branch will
concentrate on the underwriting
of U.K. and Irish treaty business,
"which is of increasing impor-
tance to our group," the com-
pany said in a recent notice to
London brokers that was ob-

tained by Business Insurance.
However, the London office will
continue to be the only Munich
Re office to write bankers blan-

ket treaty reinsurance, and it
will continue to write interna-

tional facultative reinsurance.
"We will act more on a local

basis. This is an advantage for
the ceding company, the broker
and for us," a spokesman said.

The spokesman insisted that
the move is not intended to cut
out the broker's role. "Contacts
will be local, which means bro-
kers have the possibility to ad-
dress our offices in respective
countries.

"Direct contact with the ced-

ing company means a better
transfer of our know-how. After

all, reinsurance is a people busi-
ness."

Munich Re hopes the decentra-
lization will give it a "better
feel" for international treaty
business "where it occurs," said
the spokesman.

Munich Re said it no longer
needs a central location for writ-

ing treaty reinsurance. "With 70
foreign offices, we have a
stronger international presence
than other international reinsur-

ance companies," the spokesman
said.

In London, brokers have spe-
culated that Munich Re was

withdrawing from international
treaty business altogether.

"Just the opposite is true,"
said the spokesman. "We are not
withdrawing. It may appear that
way from a London view, but in
fact we are just writing business
where the risk and our clients

are located and are using our in-
ternational network for better

advantage for everyone con-
cerned," the spokesman said.
Meanwhile, Standard & Poor's
Corp. has affirmed its AAA
claims-paying ability of Munich
Reinsurance Co. "The rating re-
flects the company's powerful
market position, good capital
strength, acceptable operating
performance and solid financial
flexibility," S&P said.

While S&P expects Munich
Re's results to decline further

from its 1992 pretax loss of 5
million deutsche marks ($3.1
million), its sees partial recovery
in 1994."Munich Re is well-posi-
tioned to rebound as conditions

improve," S&P said. Munich Re's
capital position remains solid
despite earnings pressures, ac-
cording to the ratings agency.

-By Don Lewis Kirk

Swiss Re rating caveat
Standard & Poor's Insurance

Rating Services last month
added a warning to its affirma-

Continued on page 67

Advertise in Business Insurance

... and get a jump on benefits
decision-making.

To get a jump on your competition, you've got to be the first to reach the
decision makers. The publication corporate executives - administrative,
financial, risk, employee benefits and human resource managers - reach
for first is Business Insurance. Only 8/ provides the most timely and most
valuable information. And only 8/ puts your advertising message in an
editorial environment that is relied on by corporate decision makers ...
every week.

Benefits: Communicating With Employees
As health care continues to be one of the nation's top concerns,

communicating health care and other employee benefit plans has never been
more important. 8/ will detail the most successful methods and strategies.
used by companies to get the message across. Plus, this issue will contain
8/'s first Directory of Benefit Communication Systems.

Publishing: August 2
Ad Closing: July 21

Benefits: Pensions/Retirement Plans

Employers with pension and savings plans have a rapidly multiplying
number of administrative options. 8/ will examine the choices, review the
newest approaches and explore cost-saving alternatives.

Publishing: September 6
Ad Closing: August 25

International Benefits & Risk Management
Rising medical costs have forced U.S. employers to scrutinize their benefit

plans, and now multinational employers are examining their plans for their
overseas employees. 8/will talk to experts from around the world about how
benefit managers can get the most from their international benefit plans.

Publishing: October 4
Ad Closing: September 22

So if you want to be top-of-mind when purchasing decisions are
made ... if you want to reach nearly 152,000* readers ... executives responsible
for employee benefits, executives who make health care decisions, executives
who buy the products and services you provide, you want to place your ads
\n Business Insurance.

*Indudes pass-along readership.

New York:

212/210-0228
Fax: 212/210-0704

Call the sales office nearest you.

Business
insurance®

Coverage Guaranteed
Chicago:

312/649-5276
Fax: 312/649-7799

Los Angeles:
213/651-3710

Fax: 213/655-8157
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- The Professional Marketplace
RATES AND CLOSING TIME:

Rates: Display class#ied is $130.00 per column inch, minimum of one inch. Straight classfied is Closing: Published every Mondtly. Copy must be in typewritten form by noon Tuesday, 6
$11.50 per line, minimum Of 5 lines. Count 34 chamcters per line (indude each space and days preceding publishing date. No verbal phone copy accepted. Prepayment required for
punctuation as a character). Additional $17.50 charge for all blind box ads. Only those reponses all advertisements. Mail ads to Margaret Hikido, Class#ied Advertising, 740 N. Rush
which fit into a business size envelope will be forwarded. Responses are jbrwarded daily. St. Chialgo. IL 60611. For more information call 312-649-5340. FAX 312-649-7799.

NICHE PROIDUCTION
UNDERWRITER

New "PUP" of established A + re-

gional standard P&C Carrier is recruit-
ing a seasoned commercial lines pro.
to create and build "Niche Marketing/
Underwriting" profit center in Metro-
politan NYC area. Producer and rein-
surer following a must.

Outstanding ground floor career op-
portunity with excellent compensation
package.

Reply in confidence: Box # 2805,
Business Insurance, 740 N. Rush
Street, Chicago, IL 60611-2590.

PRODUCT

MANAGER

Highly profitable and growing A+
rated, non-standard auto insurer in
Chicago area seeks experienced in-
dividual to fill key position. Experi-
ence in pricing, rate-filing & mar-
keting to the non-standard auto
market is a plus. "Hands-on" expe-
rience in pricing products using
company loss data required. Com-
petitive salary and benefits. Send
your resume along with salary his-
tory to: BOX 2807, Business Insur-
ance, 740 N. Rush St., Chicago, IL
60611-2590

..
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COMMISSIO.*R
OF INSURANISA

wmissionistowork»
the availability#quality insumnceploductsjbr

al!Texans at misonableprices and under,Easonable terms.
Wewille*resolwncy standards andplomotecompetition in the
industnj whilepmtectingconsume*m.#aud mis,Ep,esentation,

and u*irtnidepmctices. We will educate thepublicaboutinsumnce
so titat Texans canmake injb,med dtoies, and we will*t

that tjte industry belesponsive to its a6tome,5.
Mision swtement.Texas Dep,zrt-t of Ins:traw

The Governor of Texas, through the State Board of Insurance,
invites applications for the position of Texas Commissioner
of Insurance. The position is by gubematorial appointment

with the advice and consent of the Senate. Candidates must have

at least ten (10) years of experience as an executive in the
administration of business or government, or as a practidng

attorney or certified public accountant, and at least five (5) years
of that experience in the field of insurance or insurance
regulation: Salary is negotiable up to $150,000 per year.

Application period will end July 31,1993
Inquiries and applications should be submitted to:

TEXAS DEPARTMENT OF INSURANCE
COMMISSIONER'S SEARCH COMMITTEE

Attention: Carol Fowler

333 Guadalupe Street
Austin, Texas 78714-9104

514463-6572 Fax 51*475-2025

ANEEO Employer

.

TRUCK FLEET MARKETING

Carolina Casualty Insurance Company is seeking a qualified candidate to
head its truck fleet marketing efforts out of the Company's Home Office
location in jacksonville, FL.

Successful-candidate will project a professional image and possess:
· college degree or equivalent
• strong working knowledge of and broad base of personal contacts in the

truck transportation industry
• strong understanding of truck transportation insurance and ability to inter-

act on a technical level with professional underwriters
• good written and verbal interpersonal communication skills

Send resume to:
Pat johnson, HR Mgr.

Carolina Casualty Ins. Co.
P.O. Box 2575

Jacksonville, FL 32203-2575

16,000
FIVE DRAWER

VERTICAL FILES

Full Suspension
A Grade - From
$10 Per Drawer

! T

800.220.1501

A. Business
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vllv Quolity Used Offke Furniture

BRANCH

MANAGERS

Leading TPA is seeking moti-
vated individuals to manage
branch offices & spearhead
marketing efforts in California
& Texas. Prior supervisory/
management experience and
7 + years of multi-line prop-
erty/casuam, adjusting expe-
rience is required.

Competitive Salary & benefits
package is available. Please
send resume & salary re-
quirements to:

Box 2806

Business Imsuranee
740 N. Rush St.

Chicago, IL 60611·2590

REINSURAXCE

CONTRACTS
DRAFTER

General Re, the nation's premier reinsurer,
offers a highly visible opportunity to write and
interpret reinsurance contracts. Based in our
Stamford, CT headquarters, the selected individual
will work closely with treaty underwriters, faculta-
tive underwriters and account executives to
customize contracts.

The successful candidate will have a minimum of

5 years' insurance/reinsurance experience in either
underwriting or claims with a focus on casualty
lines, or reinsurance contract review. PC literacy is
desired including familiarity with Microsoft Word.
College or post graduate degree is strongly pre-
ferred. Ideally, we seek a thorough professional
who is articulate, knowledgeable and can focus on
details.

Our corporation offers an excellent salary and
benefits package commensurate with your level of
accomplishment. Interested and qualified candi-
dates are invited to send their resume and salary
history to Manager of Professional Recruiting,
Dept. BI.

General Reinsurance Corp. General
Financial Centre

RO. Box 10353

Stamford, CT 06904-2353. 5 Re
an equal opportunity employer m/f/d/v.

Workers Compensation Director
Workers Compensation Operations Manager

We have two openings to manage the workers compensation and
disability programs for a major client. The director will be
responsible for the program and should have a minimum of ten years
experience with at least five years in managenient. Both
management and account executive experience is required.
Experience in continuous process improvement is required.
Demonstrated customer service skills are a must. MBA or ARM is
preferred.

The operations manager will be responsible for the management of
multiple offices throughout the country as well as a processing
center. A minimum of ten years experience with at least five years
in supervision or management is required. Multiple state workers
compensation is required. LTD/STD experience is preferred.
Experience in working with managed care is a plus. College degree
is required.

The positions are based in Minneapolis and will be housed with the
client. Travel is required for both positions-estimated at 25%.

We offer an excellent compensation and fringe benefits package.
Please send a summary of your experience and education,
highlighting your two major accomplishments for each of the last
five years in the areas of customer service and continuous process
improvement. Send your reply to Susan Coble, Senior Vice
President, Claims Management Services, Sedgwick James, Inc., 230
W. Monroe Street, Chicago, IL 60606. Fax (312) 726-4123.

WANTED

Sedgwick

ACQUISITIONS WANTED

Principal seeking regional or widely li-
censed P&C companies for acquisition.
All responses held in strictest confi-
dence. Brokers welcome.Box 2801.
Business Insurance, 740 N. Rush St.,
Chicago, IL 60611 -2590

HELP WANTED

Consultant Needed

To assist with '*company formation/li-
censing" segment of business plan for
yet-to-be-created p/c. Once funding is
obtained, next task will be to help
domicile p/c in District of Columbia
and license in Maryland, Virginia, then
nationwide. Contact: Insurance Com-

pony, 2020 Pennsylvania Ave., NW,
Suite 184, Washington, DC 20006.

ASSISTANT INSURANCE
MANAGER

BHP, an international energy resources
company, has an excellent opportunity
available in its San Francisco office for
an Assistant Insurance Manager, Ma-
rine.

Responsibilities will include the regu-
lar assessment of the nature and scope
of the physical, legal, contractual and
political risk to which the Company is
exposed; analysis of the alternatives
available for controlling or minimizing
the financial impact of potentially cat-
astrophic losses; and recommending
particular Risk Management options to
effectively and economically protect
corporate assets and profits.

Candidates should have a BS degree
with 5 years of corporate-related expe-
rience negotiating insurance, prefera-
bly in the mining and mineral explora-
tion and/or oil and gas industry.
Working knowledge of property, liabil-
ity, marine and workers' compensation
insurance required. CPCU or ARM des-
tination desirable.

We offer an excellent starting salary
and benefits package. Apply in confi-
denae to J.M. Davis, BHP, 550 California
Street, San Francisco, CA 94104. Equal
Opportunity Employer.
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Bl Classifieds

assure

top quality
results!

Nationwide company seeks

RISK MANAGER

to ensure adequate protection
through its risk financing and re-
duction programs. Must have
strong claims and safety back-

ground. CPCU andjor ARM desig-
nation preferred. Procedural. pre-
sentation and computer skills
desirable.

Interested individuals may send
resumes to Helen Wolford. Suite

2400. 2121 San Jacinto St..
Dallas. TX 75201

REQUEST FOR PROPOSALS

RFP's AVAILABLE

Two requests for proposal available
from yet-to-be-created p/c. The first is
for development of marketing plan, as-
sistance with marketing portion of
business plan, and, once funding is ob-
tained, execution of marketing plan.

The second RFP is to conduct a feasi-

bility study. This study will become
part of a business plan to attract inves-
tors and will be used in stale licensing
process.

Open-mindedness and appreciation of
entrepreneurshipboth pluses.

Contact: Insurance Company, 2020
Pennsylvania Ave., Suite 184, Washing-
ton, DC 20006.

Business Insurance
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INTERNATIONAL

GLOBAL BRIEFS

Continued from page 65
tion of Swiss Reinsurance Co.'s

AAA claims-paying ability ratirig
Swiss Re's capital strength has

"become stretched, due to weakened
earnings in core reinsurance and di-
rect-writing non-life operations and
the need to support growth," said
the ratings agency.

"S&P believes underwriting con-
ditions will remain difficult for the
foreseeable future with Swiss Re's

capital strength coming under fur-
ther pressure," the agency said.

Swiss Re, the world's second-lar-
gest reinsurer, showed stable profits
through 1989, "partly due to favor-
able regulatory and tax regimes that
have allowed Swiss Re to build a

strong loss-reserve position," S&P
added.

But in 1990 and 1991, pretax
profits declined sharply to about 100

' million Swiss francs ($66.8 million
at current exchange rate),said the
rating agency, "reflecting large
losses from storms, Scandinavian
credit insurers, a financial guaran-
tee (for a subsidiary company and)
general underwriting weakness."

S&P believes profits will remain
depressed, but over time Swiss Re
will benefit from insurers' search

for capacity and quality reinsurers.
"Despite its near-term challenges,

Swiss Re's strong balance sheet and
worldwide reputation should con-
tinue to support favorable financial
flexibility," S&P concluded.

Richard Lieberman, executive vp
of Swiss Reinsurance Co. in Zurich,
said, "It's a fact that our profits in
the last year or so have been weak."

The reduced profits were caused
by claims from the 1990 European
windstorms and the 1990 typhoon
in Japan; and also the "unusual
losses" from the group's direct un-
derwriting operations, specifically at
Switzerland General Insurance Co.,
Mr. Lieberman acknowledged.

Those losses, totaling 338 million
Swiss francs in 1990 and 1991

($223.8 million at current exchange
rate), came from financial guaran-
tee business that Switzerland Gen-

eral wrote, Mr. Lieberman said.
However, "reinsurance business is

improving in Europe and is starting
to improve in the U.S., and we be-
lieve we will benefit," he said.

Also, Swiss Re will reduce ex-
penses following its restructuring of
its direct underwriting, said Mr.
Lieberman. Switzerland General

has pulled out of financial guarantee
business and two German subsi-

diaries have been merged.
"So our expectations differ from

S&P, and we'll see," he said.
-By Stacy Shapiro

J&H buys Transglobe
ST. PETER PORT, Guernsey-

Johnson & Higgins has acquired
captive manager Transglobe
(Guernsey) Ltd., which gives it a
captive management presence in the
domicile for the first time.

Transglobe, which currently man-
ages approximately 10 captives, was
formerly owned by now-defunct
British insurer English & American
Insurance Co. Ltd.

After E&A entered liquidation,
Transglobe's future was uncertain
and it lost its largest captive client,
aviation captive Polygon Insurance
Co. Ltd. (BI, April 26).

Its sister company, Transglobe
Underwriting Management (Guem-
sey) Ltd., was sold in April and ear-
lier this month changed its name to
Helveticum Management Services
Limited. It is majority owned by in-
vestment bank Credit Suisse.

-By Gaum Souter

ACTUARIAL CONSULTING
. Rates . Self-Insurers

• Reserves . Pools

. Cost Allocation Plans . Insurers

ENVIRONMENTAL RISK CONSULTING

TIUER CONSULTING GROUP, INC.
99 Trent Drive St. Louis, MO 63124 (314) 567-7480

PROFESSIONALS, INC -1/

TOW ISMS.ter*NcE
-........

AGENT APKI'ram/3 CALL

(602) 991-

Software of Flodda, Inc.

Insurance Services Guide

InPhoto Surveillance
A-355 Experts in long range

video surveillance.

Agents stationed with-
in a 3 hour drive 01

8096 of the U.S. popu-
lation.

800-822-8220 FAX 800-752-0720

J & C Investigations

AOE/COE.Surveillance-Trial Preparation

Our firm is designed to offer prompt,
reliable service from licensed investigators

We have the experience and efficiency to help
formulate an overall positive dollar savings
on your quest to control workers' comp cost.

CALLTODAY FOR FULL DETAILS

Im Angeles San Frnncisco

(310) 551-1130 (415) 737-0521

California License Number PI 14394

Insurance Software Specialists
· Sophisticated Software
· Quality Service
· Affordable Pricing

• HEALTH CLAIMSADMINISTRATION • WORKERS' COMPENSATION
AND BILLING CLAIMSADMINSTRATION

• CLAIMSEDmNG SYSTEMAND • FLEXIBLE BENEFITS SOFTWARE,
BILL REVIEW SERViCES COMMUNICATIONSANDCONSULTING

STAND ALONE AND NETWORK BASED PC SYSTEMS
Call today forman information ora free demonstration. 813/442-9296
831 NORTH HERCULES AVENUE • CLEARWATER, FLORIDA 34625

... THE INDUSTRY'S ONLY TRUE 24 HOUR SOLUTION SOURCE.

The Total Managed Care Solution for
HEALTHCARE CLAIMS MANAGEMENT

CLAIMS ADMIN COBRA

PPO FLEX

REPRICING 1-- UR

- CPT/ICD-9 CLAIMS EDITS * ELECTRONIC CLAIM SUBMISSION
* AUTOMATED DATA CONVERSION * -24 HOUR- INTEGRATION
* ELECTRONIC DATA IMAGING 0 MANAGED CARE INTERFACE

12 YEARS & OVER 70 INSTAUATIONS NAMONWIDE

...FOR TPAs. INSURANCE COs & SELF INSUREDS

...WIDE RANGE OF OPERATING SYSTEMS

ELDORADO COMPUTING INC.

2880 E. Northern Ave - Suite 4 - Phoenix, AZ 85028 - 602-493-0288

COST-CONTAINMENT

SOFrWARE SOLUTIONS
Medata, the originator of computer-

ized medical billing review, offers a
complete line of dordable, dependable,
cost-containment software products. Call
now for a FREE demo disk.

REPORTS

* UCR-MASTER A national database

of reasonable and customary
charges for medical procedures

* Rx-MASTER Compares drug and
supply charg6 to manukiwers' whole-
sale prices and evaluates the appro-
priateness of drugs for a diagnosis

* FEE SCHEDULE-MASTER

Replaces cumbersome fee schedule
books, increasing speed and accuracy

0 TREATMENT-MASTER Evaluates

the appropriateness of procedures
when used with a specific diagnosis

* Dx-MASrER Analyzes length of
treatment by providers for a specific
diagnosis

* MEDATA'S MICRO BILLING

REVIEW (MMBR) Detects abuses
in medical provider billings by moni-
toring charges, billing practices and
treatment patterns

* MONITOR The most comprehen-
sive medical billing review available
with PC to mainframe integration
and claims system compatibility

madatd For a FREE demo disk, call

(800) 935-9995Software fortk '90s
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RISKMASTER® Software
by • GENERAL CLAIMS

DORN • WORKERS' COMP

• VEHICLE ACCIDENTSTechnology ; • CHECK WRmNG

GrouInc. • EXP. MODIFICATION FACTORS
• ACTUARIAL REPORTING

Software. Services & ConsultinK • DATA CONSOUDAT1ON FOR
.Another Proven Ristmaster Software Series Product CARRIERS, TPA'S & BROKERS

.A Nationaly Ranked Leader Since 1982

ONSITE TRAINING ONGOING SUPPORT FOR PC/LAN/UN/X
For Marketing Questions or to Attend a Free Seminar, Call (313) 462-5800

AssuranceWARE
CommonSense Solhwaie IN the *mm klsly
• Workers' Compensation • Workers' Compensation Managed Care

- Policy Adminstration - PPO Management
- Rating - Billing & Administration
- Claims Adminstration - Utilization Review

- Premium Billing/Accounting - Pre-Certification Management

• State Medical Fee Schedule

I Reasonable & Customary Bill Processing -*F
• Rehabilitation Case Management 0*0

Call today for more information and for a FREE demonstration diskette.
Specialist

PROGRESSIVEDATASOLUTIONS. INC. -
1320 N. SEMORAN BLVD.. SUITE 205 • ORLANDO. FL 32807 • 407-382-5920

Il,I, Insurance Software Packages
A {R:TRUb ® Company

4 Micro & LAN Based Claims Systems since 1985
Workers Comp W/ Fee Schedule & PPO
Employee Benefits
Auto, GL, Property .O

4 Fee Schedule and PPO repricing System
4 First Notice of Injury Service &

Software mIN- /1/
4 Over 300 Systems Country Wide P=¥11  Cl
4 Powerful,Complete systems, Easy to use
4 Mini & Mainframe Integration
4 Certified IBM, Novell, Microsoft
ISP systems can provide information interfaces with the PMSI
family of services and other 3rd parly systems and services. For the
best in claims and cost containment soRware, Call ISP.

Call us for more info at 800-237-8133

Pvramid
---/.vices inc. the technology leader
PYRAMID CLAIMS & RISK MANAGEMENT SOLUTIONS

PYRAMID SYSTEMS

Risk Management
Claims Administration

Policy Adminstration & Rating
Medical Management

fee schedules. bundling, clinical edits
800 Claims Reporting
Data Conversions

Paperless Office
(Imaging)

PYRAMID TECHNOLOGY

Windows

DOS

LANs

Novell, Banyan, etc.
File Server

dBase, Paradox
Client Server

Oracle, DB2, Sybase
Gupta, etc.

Call Gary Michaels at 203-438-3883 x244

Pyramid Services, Inc. An AoN Company

Ridgefield, CT • Pittsburgh • Kansas City • San Francisco • Ann Arbor

For advertising information in the INSURANCE SERVICES GUIDE Contact: Margaret Hikido,
740 N. Rush Street, Chicago, Illinois 60611. Telephone (312) 649-5340
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Smith to succeed Davis at Wyatt
A.W. "Pete" Smith Jr., man-

ager of The Wyatt Co.'s Wash-
ington office, will become chief
executive officer and president
of the consulting firm effective
Jan. 1.

He will succeed Michael H.

Davis, who is retiring at year
end. Paul R. Daoust, manager of
the New York region, will be-
come Wyatt's chief operating of-
ficer and executive vp. He suc-
ceeds Leroy B. Parks Jr., who
also is retiring.

Comings & Goings: Industry
In changes at other suppliers:
Mike Dunigan named manag-

ing vp of the Philadelphia office
of Noble Lowndes and will spe-
cialize in retirement benefits.

Also at Noble Lowndes, Made-
line Fleckenstein joined the
Washington office as an associ-
ate consultant responsible for
managing existing third-party

ThzIBIDiferenze: Offer fof IBI Cutomers.ExclusiveUse Our Scanner m Iour r acllities
Infrared Scanning rupted production and put em-

Thescanneris easyto use. A
ployees out of work. Some of few minutes with the instruc-

Finds 66Hot Spots,
these conditions included hot tion booklet is generally allbreakers, hot motors and bear- to operate it. Then, just aim,, hot transformer casings. squeeze the trigger and get aAvoids Disasters
switches, hot fuses, hot circuit most people need to learn how

dig\tal

HARTFORD, CT-For nefly ingstwo years, IRI has been loamng
Excessive heat can lead

read-out of the tempera-

its customers an easy-to-use, to costly equipment failure. ture of electrical equipment.tech toolforevaluatingthe Pinpointing the source of a
The IRI infrared scanner can

condition of plantwide electrical developing problem with non- be borrowed for up to 15 days
and mechanical equipment.

invasive, infrared scanning en- from any IRI office worldwide.high- TW

The result:
scovered ables an IRI customer to make

s kind of predictive and

we di·.-:.·.4 that 12 percent of the locations corrections and establish an on- preventive measure is one1 13$71 inspected had conditions that going, low-cost inspection pro- more example of The IRI
2?-i,: i could have created a loss,

gram of its own.
Difference.

dis

For information on how to borrow the IRI infrared scanner, or con-
cerning our global underwriting, loss prevention and claim handling
capabilities, contact your servicing IRI office or call IRI Marketing
(800) 243-8308 (in Connecticut, call Trish Sasso, 520-7412).

© 1993 Industrial Risk Insurers, Hartford, Connecticut

administration client relation-

ships as well as participating in
health and welfare consulting
projects.

Bill Geddings joined FOCUS
Healthcare Management Inc. as
vp-clinical operations in Bren-
twood, Tenn.

Lisa M. Raiti named manag-
ing director of Centre Financial

Products, a unit of Centre Rein-
surance Cos. in New York.

Pamela Daugherty joined the
Los Angeles office of Buck Con-
sultants Inc. as a benefit consul-

tant.

Robert C. Wellman Jr. named

a vp of American Risk Services
Corp., a unit of American Risk
Group Inc. in Cleveland.

Beverly M. Ma and David G.
Valdez joined the law office of
Fisher & Hurst in San Francisco

as associates practicing in the

oF
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The hand-held, lightweight4 scanner has a large digitalofthereadout on the backunitforeasyreference:+ A) Fahrenheit or Cetaius;B) temperature;issiuity setpoint;C) emD) maximum temperature.
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can make a difference

®

area of insurance coverage and
related litigation.

Reinsurance

Robin H. Etheridge joined
Liberty National Fire Insurance
Co. as vp-reinsurance in Bir-
mingham, Ala.

Paul R. McDermott joined
American Re-Insurance Co. as a

vp in the financial services de-
partment in Princeton, N.J.

Jacobus Van de Graaf pro-
moted to the newly created posi-
tion of chief operating officer of
Towers Perrin Reinsurance, the

reinsurance intermediary subsid-
iary of Towers Perrin in Stam-
ford, Conn.

John D. Vollaro named presi-
dent and CEO of Signet Star
Holdings Inc., a holding com-
pany recently formed by W.R.
Berkley Corp. and General Re
Corp.

Colin Fitt joined reinsurance
intermediary E.W. Blanch Co. as
a vp in Dallas.

General Reinsurance Corp. re-
cently announced three vp ap-
pointments: Vincent P. Connor
in Stamford, Conn.; Steven N.
Franklin in Boston; and Greig
W. Ranee in Atlanta.

Insurers

Gregory H. Wolf promoted to
executive vp at Employers
Health Insurance Co., a subsidi-
ary of Lincoln National Corp. in
Green Bay, Wis.

J. Douglas Robinson pro-
moted to executive vp of Utica
Mutual Insurance Co. in New

Hartford, N.Y.
Brian Duperreault, president

of American International Un-

derwriters, the overseas prop-
erty/casualty insurance subsidi-
ary of American International
Group Inc., has been elected to
the additional position of AIG
executive vp-foreign general in-
surance in New York.

John H. Flittie, chief operat-
ing officer of holding company
NWNL Cos. in Minneapolis, has
added the position of president.

Stephen M. Christopher
named president of Southland
Life Insurance Co. in Atlanta.

John F. Woods named vp and
deputy general counsel of Connie
Lee Insurance Co. in Washing-
ton.

Orion "Skip" Whitlock has
been named senior vp-ABIC/
ABLAC claims at the American

Bankers Insurance Group in
Miami.

Nationwide Insurance Co. re-

cently made several promotions
in Columbus, Ohio: Eldon
Ziegler named vp-industry af-
fairs; Thomas L. Crumrine
named vp-claims; and James 0.
Emert named vp-agency sales.

Arkwright Mutual Insurance
Co. recently announced several
elections in Waltham, Mass.:

Jonathan C. Wright named se-
nior vp-finance; Patrick J. Pol-
lard named vp-strategic and op-
erational planning; and Enzo
Rebula named vp and manager
of human resources.

Agents/brokers
Kenneth J. Sciara appointed

president and chief operating of-
ficer of Hogg Robinson of New
York Inc. Mr. Sciara succeeds

William Eckstein, who was
promoted to chairman and CEO.

Peter S. Pauley named chair-
man of the recently formed Rol-
lins Hudig Hall of Connecticut
Inc. in Greenwich.

Roger J. Imfeld named a vp of
O'Gorman & Young Inc. in
Chatham, N.J. m
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Flooding Workers have sandbagged the sales and marketing Fee multiplier David Herr of Maslon Edelman
building and "are bunkered down Elsewhere, the news was grim Borman & Brand in Minneapolis,

Contznued from page 3 there," said Ms Gallagher Right now, property and crop Continued from page 3 who testified in the case on behalf
less they also are covered for the IBP Inc suffered at least $1 mil- damage lS totallng anywhere from sel when coverage is denied of Popham Halk's request for mul-
underlying property loss hon in flood damage at its Des $1 bilhon to $3 bilhon," said David We hope this type of decision, tiplied fees, said the ruling "re-

Some businesses without flood Moines slaughterhouse, said Craig Lawson, program specialist for the if accepted in other states that moves the defense strategy of mak-
insurance or damage, though, may Manker, corporate insurance ad- U S Agricultural Stabillzation and allow attorneys fees to be part of 1ng litigation prohibitively
be able to make business mterrup- mlnistrator Conservation Service "It looks like the judgment, will provide an in- expensive for the plamtiff "
tion claims under their property Water filled the basement and it's getting worse " Preliminary centive to policyholder attorneys He also asserted that, as a re-
policies if civil authorities ordered several feet of the ground floor loss estimates include $721 million to take cases where the policy- suit of the augmented fees, poli-
them to cease or curtail operations, Water also holder clearly doesn't have the fi- cyholder lawyers might now be
said Marc H Rosenberg, vp-federal threatened nancial resources to htigate against more willing to take cases they
affairs for the Insurance Informa- about 600 cattle more powerful insurers," said might otherwise have rejected
tion Institute in a holding pen, Thomas C Mielenhausen of Po- However, insurer attorneys say

Comprehensive auto pohcies do but the pen was pham Haik, who represents Judge Howard's decision to award
generally cover flood damage, but opened, and all 1,1, Schloff Popham Halk 15 times its hourly

-

few claims are expected because but five swam to "It really removes the dismcen- rate has the air of a punitive award
the floodmg was gradual higher ground, tive of taking cases hke this on a for the insurers' denial of coverage

"We've never had anything like he added straight or modified contingency to Schloff
"this," said Ken Bilbrey, president IBP has sorne basis It could go a long way to- This can t be construed as any-

of Bilbrey Insurance Services Inc flood and bum-  ward leveling the playing field be- thing but a penalty," for the insur-
in Johnston, Iowa He administers ness interrup- f,5

51· -1 tween environmental insurers and ers' stance pertaining to coverage,
the Iowa Communities Assurance tion coverage as their pollcyholders," he said said Thomas Brunner of Wiley,
Pool, which offers flood insurance part of an all- In his 70-page ruling, Judge Rein & Fielding in Washington
to 180 mostly small pubhc entities risk property fr -3-...:* Howard said he chose to honor "It's not only unique, it'S unjust
Few purchase it policy from :4 Popham Halk's request for mul- and promotes htigation "

hit cities, has $20 million in flood $100,000 com-

"This flood is referred to as a Arkwright Mu- tiphed hourly fees because of the Other insurer attorneys took
500-year event," he said tual Insurance complexity of the case and because issue with the common policy-

Des Moines, one of the worst Co It has a 1% 4 Popham Halk trlmmed fees to help holder assertion that stallmg and
out Schloff, which no longer had extending litigation is a pnzed in-

coverage limits for buildings and bined deductible adequate corporate assets to con- sum tactic
contents as part of a $320 million on both flood tlnue its coverage battle "We don't drag out cases just
all-risk property pohcy wntten by and busmess m-
Chubb Corp Flood-related cover- terruption

"While multiphers are used to generate fees or to make lt

>n
sparlngly by courts, their purpose harder for the other side to con-

ages have $100,000 deductible IBP expects to is to allow the prevailing party's tinue I can't help but say that
The city switched property in- resume opera- counsel to recover a fully compen- this move sounds like a form of

surers after 20 years, effective July tions Monday satory fee Plaintiff was put on punitive damages," said Michael
1, said Eric Larson, the city's nsk Its business m- trial by the insurance com- Aylward of Momson, Mahoney &
manager Ten days later, two Mis- terruption losses -- panies The cards were defini- Mliler in Boston

sissippi River tnbutanes began to unll be less than tely stacked against the plaintiff And, Mary Kay Vyskocil of
overflow their banks and flood the other com- AP/Wide World Photo

when this coverage action was Simpson Thacher & Bartlett in
central business distnct, foremg panies' because Flooding from a tributary of the Des Moines River started Through the proficiency of New York, said insurers-unlike
officials to vacate city hall and it can use water last week closed this road north of Des Moines, Iowa, its counsel, plaintiff somehow pre- the Individual pohcyholder-have
move to a nearby high school from its own aswell asan 11-mile stretch of 1-80 west of the city. vailed Thecourt holds that plain- "portfollos" of lawsuits to defend

Des Moines' premium for prop- wells rather tiff is entitled to have a15 multi- against Thus, it'S "in their interest
erty coverage was the lowest since than relying on the pubLe water for crop losses The Department of pher," Judge Howard wrote to promptly resolve cases The war
1975, though the value of city supply, said Mr Manker Agriculture estimates that only "To understand the importance of attrition goes both ways "
property had doubled to $320 mil- Drinking water, rationed at the one-third of the affected farm land of this rullng, you must also under- The coverage ruling and en-
lion for buildings and contents, Mr daily rate of flve gallons per per- is covered by crop insurance stand the difficulty pohcyholders hanced attorney fees are already
Larson said son, is being sent in by milk truck Some 1,237 flood insurance have In obtaining both counsel and on appeal to the Mmnesota Court

City officials have identified 25 and tankers from neignboring claims totaling unspecified coverage," said Bill Greaney, a pol- of Appeals
locations with flood damage, in- communities It's available from at amounts have been filed from Il- 1cyholder attorney with Covington Counsel for the Insurers declined
cluding four or five buildings with least 55 sites linois, Indiana, Iowa, Missouri, & Burling in Washington "In 90% to comment
"extensive" damage Things are not going so well in Minnesota, and Wisconsin of the cases where insurers deny

"There are many locations we downtown Des Moines, where Nationally, about 20% of the pollution hability coverage, it's to a SCSC Corp vs Allied Mutual In-
can't get to to assess damage," in- there lS no water for flushing toi- people m flood-prone areas buy the small polluter that's a perfect tar- surance Co, Minnesota District
cluding an $11 million pumping lets, fighting fires and cooling air coverage But only about 10% of get to be worn down through pro- Court, Henneptn County, No 90-
station, he said conditioning units Rows of porta- those hurt in the recent flooding tracted htlgation" 021573

One of the worst problems fae- ble toilets now line downtown are expected to be covered, be-
ing Des Moines' businesses and its streets City officials have ordered cause much of the damage oc- British fund to cover claims
250,000 residents is the lack of that only skeleton crews work curred away from flood-prone
clean water since the main water downtown, where many insurers areas, said Mr Rosenberg of the
treatment plant was overwhelmed are based III According to the National of some U.S. policyholdersby the flooding The plant-which Many Insurers were able to re- Flood Insurance Program, about
is operated by the Des Moines Wa- sume a significant level c,f opera- 18,000 flood insurance pohcies are LONDON-North Amencan pro- milhon) as a result of this decision,
terworks, an independent public tions as early as Monday night, m force in the affected area fessionals who bought pohcies from said PPB Secretary Derek Wnght,
entity-is not within the city gov- said Iowa Insurance Commissioner Commercial insurers estimated five insolvent insurers owned by who also is financial reportmg man-
ernment's purview, said Mr Lar- David Lyons $100 million in privately insured I,ondon United Investments PLC ager for the Assn of British In-
son Principal Financial Group suf- losses from wind, hail and tornado wlll have 90% of their losses paid by surers

Flooding also created problems fered no flood damage It has damage June 17-19 They also esti- a British guaranty fund, Britain's The net cost is likely to be about
for local busmesses adopted a flexible work schedule mated $125 milhon from wind, highest court has ruled 250 milhon pounds ($372 5 rrullton)

"We closed production Saturday of four-hour shifts SO it can daily hall, tornado and flood damage British insurers, which had chal- after recoveries from the insolvent
night because there was no potable bring m up to 3,000 of its 6,600 em- July 8 to 11 in Nebraska, Illinois, lenged those claims, now expect to insurers' provisional hquidators,
water," said a spokeswoman for ployees, a spokesman said Kansas, Iowa and Ohio, said Jim seek legislation to restrict future said Mr Wright
Monfort Inc, which operates a Computer technicians set up a Welsch of the Property Claim Ser- guaranty fund protection to pollcy- The money to pay PPB claims
slaughter and processing plant in child's swimming pool outside as vices division of the Amencan In- holders in the European Commu- comes from levies on all author-
Des Moines part of a Jerry-ngged-but effec- surance Services Group mty ized U K insurers, including for-

Closing the plant, which kills tive--system to cool company com- Many flood victims are looking The ruling last week by the House eign Insurers in the United King-
and processes 2,800 cattle per day, puters, which are runmng at near- for federal relief President Clin- of Lords means that the Pollcyhold- dom, based on premium volume So
idled 1,400 workers normal levels, he said ton has asked Congress for $2 5 ers Protection Act of 1975 covers far, the PPB has raised 118 milhon

Monfort unll have "substantial" Elsewhere, the casino nverboat bilhon in disaster rehef, including claims by Canadian and U S doc- pounds' ($175 8 million) in two
business mterruption losses at that industry lS managing to stay $700 milhon available immediately tom, lawyers and accountants who levies, said Mr Wnght
plant, said Monfort's risk manager, afloat for farmers bought professional habillty cover- Meanwhile, the ABI said it is
Lucille Gallagher "We've seen our business shghtly Losses are expected to mount age from the five insurers, which m- "very concerned" about the deci-

Greeley, Colo -based Monfort lS fall off by around 10% during the "Right now, we have water levels clude Walbrook Insurance Co Ltd sion "We are discussing with the
Insured by CIGNA Corp for flood- week, but we are doing just fine either at record levels or projected and the so-called KELM companies government how the act might be
related coverages, meludmg bum- durmg the weekends," said Jim to reach record levels in coming The House of Lords upheld a amended to restrict its coverage,
ness Interruption, with a large de- Edlund of the St Louis-based Ca- days all the way up from Iowa Court of Appeals decision that the said Mike Jones, chief executive
ductible, she said "Right now sino Queen Riverboat down through St Louis and all professionals held "U K pohcies," ABI members had argued that the
we've been able to salvage the ma- Business has picked up stead- along the Missouri border," said as deftned by the act The Lords de- act was meant to cover only domes-
lortty of the product-live cattle 1ly since flood waters forced the Ernie Goetsch, department meteo- fined a "U K pollcy" as one that is tic policyholders in the United
and processed meat-by moving it riverboat to shut down for two rologist at the National Weather issued by an authonzed insurer in Kingdom The ABI now would like
to higher ground " days, said Mr Edlund Now Service m St Louis the United Kmgdom, regardless of the act to be reworded to melude

Monfort owns a long-haul truck- docked in St Louis, the Casino Extensive stretches of vital wa- where the obllgations under the pol- only U K and European Commu-
mg firm, which made that task Queen is not expected to resume terways are closed and are ex- 1Cy are performed (BI, March 29, nity citizens and exclude profes-
somewhat easier, but it will Stlll normal nver travel until at least pected to remain so for weeks The July 13, 1992) sional partnerships, an ABI spokes-
incur extra expenses, such as ship- Aug 15 Army Corps of Engineers expects The act allows the Pohcyholders man said
ping costs, and damages, Including At the Casino Rock Island nver- that it wlll at least three to four Protection Board to pay 90% of all Followmg the House of Lords rul-
the cattle's anticipated weight loss, boat, business is doing as well as weeks before locks and dams re- claims to "U K pollcyholders," mg, Chris Hughes, the provisional
she said usual, maybe better, in fact Al- sume operation and nverways are which the court also said mcludes hquidator of the insolvent LUI m-

Flood waters are also threaten- though the boat remains docked, completely open for travel mdividuals m a partnership surers, said he hopes to send propos-
ing a Monfort facility m St Joseph, passenger totals are expected to The Policyholders Protection als for schemes of arrangement by
Mo, where 3 million pounds of exceed last year's level of 750,000, Joanne Wolclk contnbuted to this Board could be hable to pay gross the end of August
processed meat sit in a freezer said Nancy Donovan, director of story claims of 670 milhon pounds ($998 3 -By Stacy Shapiro
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For the Record

SlIA group aims to save
seIMunded health plans

IRVINE, Calif.-The Self-Insur-
ance Institute of America is launch-
ing a new coalition of self-funded
employers and others to try to per-
suade Congress to preserve all self-
funded health plans under any
health care reforms.

With an expected budget of
$750,000 to $1 million in its first
six months of operation, the Co-
alition to Preserve Self-Insurance
will press its case on two fronts. It
Will:

• Provide several dozen key
House and Senate members with
information on how self-funded em-

ployers have controlled their health
costs.

• Hold town hall meetings to
educate employees about self-fund-
ing and to encourage them and em-
ployers to ask lawmakers to pre-
serve self-funding.

The SIIA fears that health sys-
tem reforms could force self-funded
employers with up to 10,000 em-
ployees to scrap their proven cost-
efficient plans and join unproven
health care purchasing alliances.

Preliminary results of an SIIA
survey of people covered by em-
ployer-sponsored self-funded plans
and of health care providers show
both are largely satisfied with such
plans.

The CPSI is open to self-insured
employers, trade and professional
associations, third-party adminis-
trators, excess-of-loss insurers, bro-
kers and agents, consultants, pro-
viders, and individuals covered by
self-funded plans. More information
is available by calling 800-870-8070.

State court approves
Warwick liquidation

MORRISTOWN, N.J.-The New
Jersey Superior Court recently ap-
proved a liquidation petition filed
against the Morris Plains-based
Warwick Insurance Co. by New Jer-
sey's Insurance Department.

The company is insolvent, and
continued efforts to rehabilitate it

would prove useless and substan-
tially increase the risk of loss to
creditors, policyholders and the gen-
eral public, court papers say.

Warwick, which did the major-
ity of its property and casualty-
writing business in New Jersey, has
been in financial trouble since June
1990, when it was taken over by the
state. In 1989, its last full year of
business before being seized by the
state, the insurer wrote, $88 million
in premiums.

In 1992, while under state con-
trol, the insurer wrote $4.6 million
in direct premiums, while at the
same time accumulating a negative
policyholder surplus of $29.5 million
and a net loss of $23.1 million.

Tractor maker to appeal
$6.6 million liability hit

TULSA, Okla.-A Japanese trac-
tor manufacturer and several other
companies will appeal a $6.6 million
product liability award to the family
of an Oklahoma man who was killed
when the tractor rolled over onto
him.

The trial judge last month refused
to grant a new trial in the case,
which the plaintiEs' attorney says is
one of the largest wrongful death
jury verdicts in Oklahoma.

The jury returned the damages,
which now total about $7.1 mil-
lion with prejudgment interest, on
April 27 against tractor manufac-
turer Kubota Corp. of Osaka, Japan,

its U.S. distribution unit, and the
tractors' exporter and importer.

Half of the original award, or $3.3
million, was for punitive damages,
which cannot exceed compensatory
damages under Oklahoma law.

In the case, a 64-year-old Enid,
Okla., man suffocated in 1989 when
his 1982 Kubota tractor rolled over
upside down and trapped him.

The tractor, which was sold new
in 1987, lacked a rollover protective
structure. The plaintiffs argued the
tractor should have been equipped
with the structure because agricul-
tural engineers in 1985 recom-
mended the safety feature for trac-
tom.

The victim's family also charged
that the tractor's front axle design
nnade the nnachine even nnore sus-

ceptible to rollovers than normal
and that Kubota failed to warn cus-
tomers about the tractor's risks.

Grand jury indicts Helm
on benefit fraud charges

LOS ANGELES-A Los Angeles
County grand jury has indicted
James B. Helm, former president
and CEO of broker Rubell Helm In-
surance Services Inc., and two other
company officers on charges that
they embezzled more than $3.6 mil-
lion in premiums from employers'
health plans and multiple employer
trusts covering 8,500 California and
Florida employees.

Four other RHIS officials have

already pleaded guilty to similar
charges, including Michael A. Ru-
bell, former chairman (BI, Aug. 26,
1991; March 20, 1989).

In addition to Mr. Helm, the in-
dictment also names Scott K. Claw-
son and Douglas L. Taylor, former
RHIS vps, and charges all three with
conspiracy, mail fraud and embez-
zlement.

The indictment charges the of-
ficers with using millions in diverted
premiums "to buy and remodel
homes, for ski vacations, trips to
Hawaii and a Caribbean cruise, for
custom tailored clothes and expen-
sive jewelry and to lease luxury
cars."

Mr. Helm is also charged with
"tax fraud and with paying kick-
backs to influence the administra-
tion of the employee benetit plan,"
according to the indictment.

The indictment of the RHIS of-

ficers was not swiftly accomplished.
The California Department of Insur-
ance "did the investigation, then we
tried to sell it to a prosecutor. We
must have tried 15 agencies before
one would take it," said Jan Nem-
mert, supelvising investigator with
the Insurance Department in Los
Angeles.

The case was held up, among
other things, by Mr. Helms' claims
that ERISA pre-empted state regu-
lation of self-funded METs, Ms.
Nemmert said.

The investigation of RHIS was ul-
timately conducted jointly by the
U.S. Labor Department's Office of
Labor Racketeering, the U.S. Postal
Inspection Service and the Criminal
Investigation Division of the Inter-
nal Revenue Service.

Insurer rebuts charge
of redlining in state

SAN FRANCISCO-California
Insurance Commissioner John

Garamendi is seeldng a penalty of
$2.52 million against California In-
surance Group and its subsidiaries
for alleged redlining practices.

Monterey, Calif.-based CIG in-
cludes California Capital Insurance

Co., Eagle West Insurance Co. and
Monterey Insurance Co., which

write insurance on apartment
houses and businesses.

The department alleges CIG vio-
lated the law by refusing to write
policies in areas of San Francisco
and Los Ahgeles on the basis of sex-
ual preference, race or ethnicity and
geographic location.

The department said it began its
investigation of CIG in March when
a former employee charged the in-
surer with redlining.

The department also alleges the
insurer destroyed documents-in-
cluding highlighted street maps-
that might provide evidence of red-
lining.

"We do not and never have sold
insurance on the basis of racial or
personal characteristics," said Peter
Cazzolla, president and CEO of CIG,
who added the charges "result from
the claims of a disgruntled former
employee."

"CIG writes business inside the

area alleged to be redlined. The geo-
graphic areas identified by the de-
partment do not follow any racial or
ethnic boundaries," he said.

"Declining insurance coverage or
using a rate schedule is not illegal,
providing it is done on the basis of
the risks involved... .Location is
definitely a risk characteristic" if
the location includes "slope or un-
stable land, poor construction or
maintenance, poor security, high
congestion, etc.," Mr. Cazzolla
added.

Information in brief
State lawmakers amended the

New Jersey Environmental
Cleanup and Responsibility Act
to make insurance an accepted
method of funding cleanup projects
(BI, June 14). . . .The California In-
surance Department has banned
British West Indies insurer Western
Star Insurance Co., which the de-
partment says is insolvent, from
doing business in the state....The
Florida Insurance Department last
month took over the assets of insol-
vent malpractice insurer Manatee
Insurance Co. of Orlando. Mana-
tee, which wrote malpractice insur-
ance for doctors, lawyers and other
professionals in Florida only, saw
capital and surplus drop to $12,500
early this year, falling far short of
the $1.5 million required. .
Coopers & Lybrand has agreed to
pay the Massachusetts Insurance
Department $3.75 million to settle
all potential claims against the ac-
counting firm arising from the fail-
ure of two American Mutual In-
surance Cos. units, which it audited
for eight years prior to the insurers
entering into receivership in
1989. . . .Skandia Insurance Co.

Ltd. has agreed to sell its Belgian
subsidiary, L'Ardenne Prevoyante
S.A. D'Assurances, to the Royale
Belge insurance group. The sale
price of the multiline insurer, which
specializes in automobile insurance,
was not disclosed... .Milwaukee
Insurance Group Inc. intends to
use the proceeds from a public of-
fering of 1 million common shares at
$12.75 each to increase the capital
and surplus of its properly/casualty
subsidiaries. . . .Lawmakers ham-

mermg out workers comp reform
legislation in California, have
voted to limit costly medical-legal
reports to one performed by the
treating physician and one on ap-
peal. That decision will be sent to
Gov. Pete Wilson's desk when the

committee agrees on a comprehen-
sive package....A severe weather
system generating wind, hail and
tornadoes wrought an estimated $55
million in insured property damage
to portions of Kansas, Nebraska,
Oklahoma and South Dakota June
23-24. It was assigned Catastrophe
No. 59 by the Property Claim Ser-
vices division of the American In-
surance Services Group. EII

Update-
Speculation over Pru Re buyer
Continued from page 2
one's talking about the fact that Employers Re is in there doing
due diligence," said one observer.

Tom Case, chairman, president and CEO of Employers Re, which is
a General Electric Co. unit, said, "Even if I were involved in some-
thing, I couldn't make any comment on that." A Pru Re spokesman
also had no comment.

Pru Re is largely a broker market, while Employers Re is primarily
a direct market. There is speculation that GE may be interested in a
role in both aspects of the business.

Fraud probe of Gooda Walker
LONDON-The United Kingdom's Serious Fraud Office is investi-

gating allegations of fraud at managing agency Gooda Walker Ltd.
The fraud office will probe allegations that (300(la Walker misused

time-and-distance reinsurance polices to overstate profits. Exag-
gerated profits allegedly enabled the syndicates to expand their ca-
pacity in the 1980s and are partially blamed for Gooda Walker syndi-
cates' combined losses between 1987 and 1990 of about 900 million
pounds ($1.35 billion).

The probe was prompted by an earlier report by Randall Insurance
Services Ltd. about the syndicates' use of time-and-distance policies.
I.loyd's, which had requested the Randall report, also will give inves-
tigators the findings of its own investigation of Gooda Walker.

Gooda Walker names who are suing over their losses have been
invited, along with other members' action groups, to submit their
claims by July 23 to a Lloyd's panel that is investigating a possible
solution to marketwide litigation.

Judge denies PRUPAC motion
TALLAHASSEE, Fla.-Prudential Property & Casualty Insurance

Co. has lost the first round of its fi*ht to be exempted from a Florida
moratorium on non-renewing homeowners insurance policies.

PRUPAC claimed that another storm of the magnitude of Hurri-
cane Andrew-which cost the insurer $1.3 billion-would wipe out
the company (BI, July 5).

U.S. District Judge Maurice Paul wrote in his July 15 ruling
that the insurer "has not demonstrated that Andrew II will occur at
any time in the foreseeable future."

Rather than non-renew 25,000 homeowners policies in South Flor-
ida, PRUPAC should shift money from other states to absorb losses
from another storm, Judge Paul wrote.

His denial of PRUPAC's emergency motion paves the way for
a full trial. He gave the parties until July 23 to submit suggested
resolutions to the dispute.

PRUPAC's petition to be exempted from the moratorium by the
Department of Insurance is still pending, along with dozens of other
insurers' petitions. Florida Insurance Commissioner Tom Gallagher
recently granted PRIJPAC a 21% rate increase.

Briefly noted
Empire Blue Cross & Blue Shield last week dismissed Jerry

Weissman as chief financial officer, David Sanders as chief actuary
and Sharon Schmerzier as director of statistical analysis for their role
in destroying documents related to false state filings (BI, June
21). . . .Four farmers and growers suing DuPont for damage allegedly
caused by fungicide Benlate DF disclosed at trial in Columbus, Ga.,
that they are seeking total damages of $450 million, including $400
million in punitive damages (BI, June 28; June 21)... .The Clinton
administration last week approved a demonstration project that will
integrate the Medicaid program in Hawaii with two state-funded
programs for the uninsured to form a giant health care purchasing
pool. The pool will seek bids from managed care plans... .Northmp
Corp. was awaded $18.7 million in damages after a Los Angeles
Superior Court jury last week found that American Motorists Insur-
ance Co. acted in bad faith in denying pollution coverage for a
Norwood, Mass., site. American Motorists, a Kemper Corp. unit, says
it will appeal....The Connecticut Insurance Department has ap-
proved workers comp premium reductions of 17.5% for the volun-
taIy market and 20.9% for the assigned risk market effective July
1....The Alyeska Pipeline Service Co., a consortium of seven oil
companies that operates the Trans-Alaska pipeline, will pay $98 mil-
lion to thousands of villagers and fishermen in compensation for
pollution damage after the 1989 Exxon Valdez oil spill. Exxon
Corp., one of Alyeska's owners, still faces litigation stemming from the
spill. Plaintiffs claimed Alyeska's response to the spill was inade-
quate....FMC Corp. has won a $1.4 million bad faith judgment in
California state court against Liberty Mutual Insurance Co., plus cov-
erage for environmental cleanup at three sites....A federal judge in
Rochester, N.Y., last week reduced a jury award against Teledyne
Inc. to $1.1 million from $107.3 million for damages in a 1986 air-
plane crash that ldled a family of four (BI, March 1). . . .In a decision
seen as a blow to businesses and insurers seeking caps on punitive
damage awards, the California Supreme Court last week unanimously
dismissed two cases challenging punitive damage awards....A
I.s Angeles Superior Court judge dismissed a felony charge against
Links Marine Inc. in the first prosecution under California's Oil
Spill Prevention and Response Act (BI, Jan. 13, 1992). .. .Norwegian
insurer UNI Storebrand began writing insurance July 13 after being
provisionally released from government administration... .Gerard
T. Tanella has joined G.L. Hodson & Son Inc. as senior vp. He
previously was managing director of Guy Carpenter & Co.
Inc....PepsiCo Inc., uninsured for losses from a product tamper
scare last month (BI, June 21), saw higher sales in the week after the
scare was discredited than before tampering reports arose.
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New system to help evaluate HMOs B# Insurance Index
1010

By LOUISE KERTESZ can't be fully compared because HEDIS lacks angloplasty, cardiac cathetenzation, coronary S
a seventy-of-nsk adjustment measure, he said artery bypass grafts, hysterectomy and lamin-  990 ,SAN FRANCISCO-Employers shopping One HMO may be treating more severe medi- ectomy, ambulatory care, total vaginal births 4

around m the crowded health maintenance or- cal conditions than another, which could ac- and Caesarean sections, mental health and *
ganization market will soon have a tool to count for differences m costs and other param- chemical dependency treatment, both Epa- 9 970help them evaluate various HMOs eters

The HMO Employer Data and Information tient and outpatient, and the average cost and
Dr Nielsen warned that HMOs should be number of prescnptions per plan memberSet, or HEDIS, is the result of a collaborative active contributors to the ongoing evolution of In measuring the financial stabillty of an »' 950

effort by employers and HMOs to define a core HEDIS because "lf providers don't decide how HMO, HEDIS considers approximately 15 set of performance measures for companng they want to be measured, others wlll" items "which encompass performance, hquid-different plans HEDIS, a sophisticated ques- And, he added, "We rmll be asked to demon- 1ty, efficiency and comphance with statutory 930

tionnaire requiring detailed responses, mea- strate our performance no matter what" health requirements," according to the summary
sures four major areas reform plan the Chnton administration pro- Kathleen Angel, life/health beneht manager• Quality of care poses 910

at Digital Equipment Corp m Maynard, Mass,• Access and patient satisfaction 4HEDIS was developed by a busmess and explained to attendees at the GHAA confer- 4' # d' 4' 44 # AS 2• Membership and utihzation, which in- health care industry consortium that even- ence "why tlus document is so important to -cludes cost of services tually included Bull HN Information Systems, us "
• Financial performance Base = 100 on Dec 29,1978

Digital Equipment Corp, GTE Corp, The Digital has started to base its contribution to urce Nordby 16fem*@allnE___
A 140-plus page draft of the current HEDIS HMO Group, Kaiser Permanente, Towers Per- employees' group health Insurance premiums

format, version 2 0, is available from the nn, the Washmgton Busmess Group on Health on the premiums charged by "Be most effi. Insurance Industry stocks continued to climb
Washington-based National Committee for and Xerox Corp Members of the consortium cient HMO m their area," she explained And last week, as the Bus,ness insurance Index

QualIty Assurance, a non-proht HMO accredi- began work on the document m 1988, and it Digital wlll use HEDIS to Identlfy these pro- gained 8.5 points to 987.0 on July 16 from
tation organization that sponsored the revision has undergone two different drafts viders, she said 978.5 on July 12 Advancing Issues for the week

and is responsible for the document's ongoing HEDIS compares HMOs on four major per- "It's extremely important to us to get good were led by Zenith National Insurance, up
revision and maintenance A final version is formance areas quality of care, access and pa- strong data" from HMOs, Ms Angel asserted 13.2%, American Indemnity Financial Corp, up
expected to be available in September tient satisfaction, membership and utihzation, Before HEDIS, it was very difficult for Digi- 127%; and Fremont General Corp., up 11.30/

The NCQA 15 holding a one-day symposium and finance tal to get the data it needed to evaluate HMOs, Declining issues for the week followed Sierra
on the draft m Washington on July 21 About Selection of specific measures within each she said Health Services, down 54%; Navigators Group,
200 employers, health plan representatives and of these areas was based on three critena rele- down 4.41%; and Travelers Corp, down 438%.

Here's an example of how sad lt 15 0Ut The most active issue was U.S. Healthcare, 5 4regulators are expected to attend, said Janet vance and value to the employer community there," Ms Angel said of comparative HMO million shares traded. The Bl Index was upCorrigan, a vp with NCQA reasonable ability of health plans to develop data In a data-collection lomt venture with 0.9%, the Dow Jones 30 Industrials gainedThe Group Health Assn of America's board and provide the requested data in the specified John Hancock Mutual Life Insurance Co, Dig- 0.256; the NYSE Composite lost 0.3%; and the
of directors, meeting durmg their annual con- manner, and potential impact on improvlng ital asked a group of HMOs for data on ser- Standard & Poor's 500 dropped 0 5%.
ference last month m San Francisco, endorsed the process of care dellvery," according to vices provided ln 1991 and paid through
HEDIS as a "systematic approach to the de- the NCQA's summary March 1992 Digital got "a nushmash of infor-velopment of performance measurement data British IssuesIn terms of quallty, HEDIS evaluates an mation" and ultimately was unable to comparesets for the industry" HMO's performance m delivering services m the plans, she said 1 Week

"The HEDIS 2 0 document moves both preventive medicine, prenatal care, acute and Eighty percent of the HMOs "responded m- July 15 Price P/E Div Yield High-Low

HMOs and employers closer to the goal of a chronic disease and mental health and sub- adequately," she said "They didn't even give Companies pence pence % pencepence

standardized reporting format that wlll reduce stance abuse HEDIS specifically inquires us what they said they could give us Cross- Comml Union 616 N/M 32 5 53 619-604
Genl Accident 617 N/M 35 7 58 624--613current variations in data requests that are about the breadth of services provided meach plancompansonwas impossibleduetodlffer- Gdn Royal Exch 199 N/M 93 47 202-197both costly and confound constructive com- category

parison," the GHAA board said ent methods used in deflnlng and aggregatlng ' Royal 319 N/M 67 21 321-317

Measunng access and patient satisfaction, data," she said Sun Alliance 372 NA/1 190 51 373-372

HEDIS meets employers' needs for a stan- HEDIS considers, among other things the HEDIS w111 provide employers with "a basis ' Brokers
dardized request for proposal form with which number and percentage of pnmary care physi- of dialogue with the plans," said Ms Angel , Bradstock 139 162 68 49 139--137

to evaluate HMOs, summed up Dr Don Niel- cians accepting new patients and the percent- Employers and HMOs "had to go through CE Heath 352 170 205 58 352-352

sen, quality consultant at Kaiser Permanente age of members who are "very satisfted" with trust building" in developing the HEDIS docu- Hogg Group 214 187 109 51 215-214

m Oakland, Calif, during the GHAA's meet- the plan JIB Group 211 209 100 47 211-209

1ng ment, and that will contmue as the document  ] Uoydmompson 317 256 75 24 317-315 ,In the membership and utihzation areas, evolves, she said
Employers and HMOs are continuing to re- HEDIS measures membership stability, demo-

Lowndes Lmbrt 409 145 188 46 409-405 ,f PWS Holdings 64 96 53 83 64-64
fine HEDIS, which is not "an ideal document," graphics and allocation of resources Comes of the draft HEDIS document are 6 ' Sedgwick Grp 194 234 80 41 194-193

1 Steel Brrl Jones 253 148 177 70 253-250but "a compromise," Dr Nielsen said at the Among the many items considered in this available for $50 each fTom the NCQA at 1350
GHAA session category are the frequency and average cost of New York Ave N W, Suite 700, Washington,

Willis Corroon 217 202 88 40 218-217

For example, diferent HMOs' performance hve selected high-cost procedures, 1ncludlng DC 20005, 202-628-5788

Bi Industry Stock Report
JULY 12, 1993 THROUGH JULY 16, 1993

Weekly Year to Date Annual Mid/Bk

BROKERS Weekly Year to Date Annual MkVBk
Pnce % change % change High Low Vol (000) $ Dr, % Yield P/E Book value value Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value

Mutual Risk Mgmt Ud NYS 3850 694 4 94 46.00
Acordia Inc

2625 225
NYS

028 0.73 21 7.51 513
2238 110 4.07 2475 15.13 24 0 44 1.97 14 7.01 319 NACRe Corp OTC 3550 035 1235 44.75 27.25 109 0.16 0.45 50 1360 2.61Alexander & Alexander NYS 2688 092 1 42 2888 2213 169 1.00 3 72 23 10.00 2 69 National Re Corp NYS 3500 0.36 1814 3963 1763 78 012 034E W Blanch Holdings Inc 13 NA NA

NYS 1738 3.47 NA 2000 1650 312 000 0.00 21 1000 1 74 Navigators Group OTC 3250 441 0.00 3600 2850 4 000 0.001 Gallagher Anhur J & Co 24 1569 2 07NYS 3163 078 1195 3738 21 88 39 072 228 20 635 498 Nobel Insurance LTD OTC
H,Ib Rogal & Hamilton

675 1.82 14.89 8.25 4.25 28 000 000
NYS

3 ' 391 173
1363 000 1280 1688 1238 124 044 323 19 3.11 4.38 NWNL Companies NYS 3038 162 1941 32.44 18.13 217

Marsh & Mclennan
080 263 13 2294 132

NYS 85.13 145 684 97 63 77.00 773 268 315 20 14.40 5 91 Ohio Casualty Corp OTC 64.13 0.79 158
Poe & Brown

68 75 55.75 60 284 443 12 43.08 149
OTC 1900 1.33 1343 21 25 11 25 31 040 211 34 264 7.20 Old Republic Int I NYS 2375 052 4.52 27.38 19 50 1131

BROKERS 0.44 1.85 8 1863 127
AVERAGE 49 19 23 21 Orion Capital Corp NYS 40 75 550 15.19 46 38 28 41 83 080 1 96 9 2862 142

INSURERS/REINSURERS Phoenix RE Corp OTC 30.50 121 93.65 34.00 900 852 020 066 66 1332 229

Provident ble NYS 27 25 0.46 439 31 50 23.00 43 104 382 11 3038 0.90
ACE Ud NYS 2925 0.86 NA 3200 2550 571 040 137 10 2537 115 Re Capital Corp ASE 1438 000 1288 1663 1225 0 028 195 29 1688 085
AEGON N V NYS 45.38 1 40 9.01 49 38 35 38 110 290 639 8 34.06 133 ,,5SGroup Holdings NYS 713 179 1633 850 425 246 0 32 4 49 3 294 242 A
Aetna Lite & Casualty NYS 56.88 179 22 31 5700 3800 1276 276 485 124 6708 085

NYS 2638 0.48 6 57 2863 1875 49 052 197 12 1792 147

Allied Group Inc OTC 2575 283 21.65 3034 1600 167 052 202 9 11 29 2 28 St Paul Companies NYS 8525 210 1071 8525 6788 540 280 328 14 59.79

Allmerica Prop & Casualty NYS 59.88 504 1856 6038 3550 55 044 073 6 40.44 1.48 SAFECO Corp OTC 5963 0.85 507 66 75 48.38 488 180 3.02 15 35.37

Allstate Corp NYS 2988 4.82 NA 30 00 27 13 4337 000 000 -26 SCOR U S Corp NYS 1600 154 8.57 2075 13.13 35 032 200 14.39
American General NYS 30 75 -0.40 789 3325 23.63 1242 1 08 3 51

E ff' 1
12 39.89 0.77 Se,bels Bruce Group OTC 0.75 901 6000 613 038 33 000 0.00 0 622 0.12

American Heritage Life Ins NYS 2200 -056 9.09 25.34 1891 2 0.44 200 15 1651 1 33 Selective Ins Group OTC 2675 190 21 59 26 75 19 00 173 1.12 4.19 15 20.22

American Indemnity/Fin I OTC 1550 1273
132 I

15833 1550 475 81 008 052 8 14.43 1 07 Statesman Group Inc OTC 1113 220 7.29 1650 6.50 456 0.20 180 6 671

, American Intemallonal NYS 135.38 1 21 16 70 135 75 91.13 1033 060 044
166 ,

17 54.21 250 TIG Holdings NYS 24.88 100 NA 2650 2288 607 000 000 20

American RE Corp NYS 36.25 175 203 41.75 31.38 154 000 000 79 NA NA Tok,0 Manne & Fire OTC 6113 230 27.34 64.50 37 88 3 0.00 0.00 70.93 086

Aon Corp NYS 5575 136 324 5675 4375 171 180 323 18 27.17 2 05 Torchmark Corp NYS 5500 2.09 308 64.75 45.66 458 1.04 189 15 14.87 3.70

Argonaut Group OTC 31.75 1.55 4.10 35 25 27 00 196 100 315 10 21.70 1 46 Transallantic Holdings NYS 53.50 1.38 4.68 56.75 33.00 27 028 052 18 21.85 245

AVEMCO Corp NYS 19.00 340 18 72 2700 1813 70 040 2.11 22 733 259 Traveler s Corp NYS 30.00 4.38 1009 3300 1713 1277 1.60 533 4

Baldwin & Lyons Inc OTC 3900 263 685
4385 0.68  '

4100 2950 0 048 1.23 13 30.85 1 26 Trenvwck Group Inc OTC 4325 117 613 49.75 28.25 96 088 203 16 23.87 181

Berkley W A Corp OTC 4113
} 1

411 436 50 50 34.00 374 040 0.97 16 2351 175 United Fire & Casualty OTC 3650 2.67 1205 43 00 34.75 8 1.00 2.74 85 28.47 128;
Berkshire Hathaway Inc NYS 159500 391 3574 159500 16200 1 000 000 6437 25 248

Unltrin OTC 43 50 085 175 46 75 35.00 327 120 2.76 13 36.51 119,
Chandler Insurance OTC 4.81 133 133 6.38 350 9 000 0.00 17 8.63 056 UNUM Corp NYS 5563 160 495 5838 3850 284 080 144 15 2183 255
Chubb Corp NYS 9250 4.67 408 96 38 73.38 1024 1.72 1.86 14 40.67 227 US Facilities Corp OTC 9.75 250 250 11.50 650 88 000 0.00 12 9.64

CIGNA Corp
101;

NYS 57 63 171 171 68 00 47.13 612 304 528 11 8173 071 USF&GCorp NYS 1888 1.31 5253 19.63 988 1287 020 106 1029 183

CNA Financial Corp NYS 9175 -027 -638 102 88 86 63 87 000 000 13 8024 1 14 USLICO Corp NYS 1875 2.74 417 2000 15.00 38 024 1.28 6 29.80 0.63

Continental Corp NYS 3175 155 1814 3475 2000 481 100 315 24 38.32 083 USLIFE Corp NYS 4100 1.20 13.10 4263 2934 117 1.20 293 13 64.90 063
EXEL Ltd NYS 4788 026 132 5225 3500 524 1.00 209 8 NA NA Washington National NYS 2238 3.24 2.72 28 00 20.25 84 108 483 12 30.27 074 1
Fund Amer,can Corp NYS 85.00 303 1806 8675 6750 28 000 000 14 81.85 1 04 Zentth National Ins NYS 2688 13.16 3608 29.25 1638 75 1.00 3 72 22 1481 181

Fremont General Corp NYS 2700 1134 2174 2784 1484 276 0 72 2 67 9 2562 105 Zurich Re,nsurance Cenk NYS 3250 038 NA 3638 3000 239 000 000 2399
1 , Frontier Insurance Group NYS 44.63 171

1354
259 44 75 29.31 38 052 1.17 16 1397 3.19 INSURERS/REINSUREAS AVERAGE 10 75 19 118

Gainsco Inc ASE 1238 294 1239 1856 9.41 199 004 032 15 265 4 67
General RE Corp NYS 11950 181 324 HEALTH MAINTENANCE ORGANIZATIONS 1

130.50 83 00 506 188 157 17 46.07 2.59

Guaranty National Corp NYS 2075 405 5.06 2400 1600 22 0 48 2 31 12 9.12 2 28 FHP International OTC 29.75 531 48.75
Harteysville Group

2975 1450 1343 000 000 28 961 310 ,
OTC 26.75 4.39 531 3275 2000 169 064 239 16 1677 1 60 Paciticare Health Sys OTC 4225 120 17.16 57.50 25 50 101 000 0.00 21 390

Harttord Steam Boiler 1083
NYS 5250 -071 909 5988 52.38 93 212 404 19 19.74 2 66 Safeguard Health Enter OTC 9.75 833 0.00 1225 7.00 30 000 000 12 4.03 242

HCC Insurance Holdings OTC 2450 1.03 2099 2475 1225 42 000 000 25 1012 2 42 Sierra Health Services
ITT (Hartford Group)

ASE 1963 5 42 925 22.00 969 246 000 0.00 17 2.01 9.76NYS 87.25 250 21.18 8725 6275 1115 196 225 38 68.23 1 28 TakeCare Inc OTC 46.00 2.22 3.37 50 25 25 75 644 000 000 17 2 01 22.89Kemper Corp NYS 34.50 4.17 1646 4300 2075 534 092 267 8 3766 0.92 United Healthcare Corp NYS 64.50 0.19 1341 68 00 40.00 954 003 005 36 4.68 13781
Lawrence Insurance Group ASE 6.25 385 2754 1025 550 1 032 5.12 466 1.34 U S Healthcare OTC
Libeny Corp

48.75 0.26 924 59.75 34 00 5432 0 52 1.07 24 3.60 1354 NYS 3238 157 1460 3388 2500 107 056 173 12 1843 176 Wellpoint Health Networks NYS 31.63 0.39 NA
i Lincoln National

39 75 23 00 734 000 0.00 17
NYS 39.13 1.62 46 50 41.81 3063 606 1 52 388 10 58.92 066 HMOs AVERAGE 13 60 01 19

Mdrkel Corp OTC 3675 1.34 1760 3850 2475 38 000 000 11 2024 182 ALL COMPANIES AVEAAGE 05 51 21 15
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Each year, in late October, Canada Geese sense the onset of
winter and begin their seasonal migration southward. This journey
takes some of the geese over 2,000 miles in search of the warm
mars/Ies that wi# sustain them through the winter.

=

Knowing That Change ls Coming Is One Thring.
-Do;ng Something About It Is Another

Reacting to cliange as it liappens isn't enough. To survive and flourish, tlle
successful company must be able to see cliange coming and be reacly to deal with it.

At Mutual of Omalia, we recognize tllat cliangle is inevitable - and rapid.
Tliat's wliy we lielp benefits managgers manage tlieir cliangin environments witll
compreensive reporting and fast, efficient claims processing. Our leadership in
manaiging costs includes the spectrum of managed care products ... available on an

experience-rated, minimum premium, or administrative services only basis. Benefits
managers can clloose tlle options tliat best meet their clianging needs.

We offer customized, individualized programs and
administrative support tliat lielp our group clients prepare for
and deal wit]1 cliange - not just react to it. 0*.49

Find out wilat tlle Mutual of Omaka Companies
Mumili#Omi]Hil

Group Operation can offer your company. Compunles
Call Patricb Moescliler, 1-800-877-1052. GRoup Openimon

The Managed-Cost Professionals-


